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STATUTORY AUDITOR’S REPORT

Report on the Financial Statements as a Statutory Auditor

1. We have audited the accompanying financial statements of the Suvarnayug Sahakari Bank Ltd.,Pune which comprise the Balance
Sheet as at 31t March 2017 and the Statement of Profit and Loss for the year ended, and a summary of significant accounting
policies and other explanatory information incorporated in these financial statements of the Bank along with its Branches audited
by us for the period 1st April 2016 to 31st March 2017.

Management’s Responsibility for the Financial Statements

2. Management is responsible for the preparation of these financial statements in accordance with Maharashtra Co-operative Societies
Act 1960, Banking Regulation Act, 1949 (A.A.C.S.) and RBI / NABARD Guidelines. This responsibility includes the design,
implementation and maintenance of internal control relevant to the preparation of the financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

3. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance
with the applicable Standards by The Institute of Chartered Accountants of India and under the MCS Act / BR Act / RBI guidelines.
Those Standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement, whether due to fraud or error.

4. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor's judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the Bank’s preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of the accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

5.  We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

6.  The Bank has not made provision for the unrealized interest/other charges on the NPA accounts identified during the course of audit
total amounting to Rs. 4.60 Lakhs as detailed in Part A of the audit report. Hence, profit of the bank is overstated to that extent.

7. In our opinion and to the best of our information and according to the explanations given to us, except for the effects of the matter
described in paragraph 6 above. the said accounts together with the notes thereon give the information required by the Banking
Regulation Act, 1949 (A.A.C.S.) as well as the Maharashtra Co-operative Societies Act 1960, in the manner so required for the bank
and give a true and fair view in conformity with the accounting principles generally accepted in India:

(i) in the case of the Balance Sheet, of the state of affairs of the Bank as at 31 March 2017

(i) in the case of the Statement of profit and loss of the profit/loss for the year ended on that date
and

(i) in the case of the Cash Flow Statement for the year ended on that date

Report on Other Legal and Regulatory Matters

8.  The Balance Sheet, Profit and Loss Account and the Cash Flow Statement have been drawn up in accordance with the provisions
of Section 29 of the Banking Regulation Act, 1949 read with provisions of the Maharashtra Co-operative Societies Act, 1960 and
Maharashtra Co-operative Societies Rules 1961.

9.  We report that :

(i)  We have obtained all the information and explanations which, to the best of our knowledge and belief, were necessary for the
purpose of our audit and have found them to be satisfactory.

i)  The transactions of the Bank, which have come to our notice, have been within the powers of the Bank

iy  The returns received from the offices and branches of the Bank have been found adequate for the purposes of our audit.

(
(
10. In our opinion, the Balance Sheet and Profit and Loss Account comply with applicable Accounting Standards except for:
(i)  Accounting Standard-9 regarding accounting of commission, brokerage & locker rent on cash basis.

(i)  Accounting Standard-22 regarding provision for deferred tax not ascertained.

(i

i)  Accounting Standard-15 regarding obtaining actuarial report for ascertaining the liability in respect of provision made towards
gratuity payable.

The impact of non compliance of the above (i), (ii) and (iii) on the current years profitability, have not been quantified by the
management.

(iv) Accounting Standard-10 regarding disclosure of gross and net book values of fixed assets.
(v) Accounting Standard-15 regarding disclosure of information for defined benefit obligation for employee benefits.
The impact of non compliance of the above (iv) on the current years profitability is NIL.

11. We further report that :

(i)  The Balance Sheet and Profit and Loss Account and Cash Flow Statement dealt with by this report, are in agreement with the
books of account and the returns.

(i) In our opinion, proper books of account as required by law have been kept by the Bank so far as appears from our
examination of those books.

(i) The reports on the accounts of the branches audited by us have been dealt with in preparing our report in the manner
considered necessary by us.

(iv) For the year under audit, the bank has been awarded “A” classification.
For Muttha & Lahoti
Chartered Accountants

Place: Pune F.R.NO. 126769W
-=-sd--
Date : 30/08/2017 CA. Harshal Muttha
(M. No. 108114)
Partner
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2)

3)

4)

NOTES FORMING PART OF THE BALALNCE SHEET AS AT 31 ST MARCH 2017 AND
PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 ST MARCH 2017

SIGNIFICANT ACCOUNTING POLICIES :
ACCOUNTING CONVENTIONS :

The financial statements are prepared under historical cost conventions and on the Going Concern
Basis and in accordance with Generally Accepted Accounting Principles and Practices prevailing in
Co-operative Banks in Maharashtra except as otherwise stated.

The preparation of financial statements requires the management to make estimates and assumptions.
Management believes that the estimates used in preparation of the financial statements are prudent
and reasonable.

INVESTMENTS :

i) The investments in SLR and NON SLR securities are bifurcated into Held to Maturity (HTM),
Available for Sale (AFS) & Held for Trading ( HFT).

i) Profit / Loss on sale of investments (G.Sec) are taken to profit & Loss account under the head
“Trading Profit on G.Sec”.

iii) The premium on securities under Held To Maturity (HTM) category is amortized annually over
the remaining period of maturity proportionately.

iv) In case of securities under AFS category, the diminution in the value of investments is fully
provided for.

v) Valuation of Investments :

a) AFS Investments are valued at cost or market price whichever is lower for quoted and
unquoted securities. Depreciation, if any, is provided separately as per RBI guidelines.

b) Interest accrued up to date of acquisition of securities (i.e. broken period interest)
is excluded from the acquisition cost and recognized as interest expenses. Broken period
interest received for the period of holding the securities is recognized as interest income
on sale of securities.

vi) While disposing of the securities, bank generally follows FIFO method.
ADVANCES :

Bank generally follows R.B.I. guidelines & circulars issued on Income Recognition, asset classification,
Provisioning & Other Related matters.

General provision on Standard Assets is made as per R.B.l guidelines.

Classification and provisioning in respect of non-performing advances are made as per the guidelines
of RBI and based on assessment of the degree of impairment of the advances.

FIXED ASSETS :

i) Fixed Assets are stated at historical cost less depreciation. Cost is ascertained as purchase
price increased by cost attributable to bringing the assets to working conditions.

ii) The Accounting Standard 10 on Fixed Assets issued by The Institute of Chartered Accountant
requires a disclosure of Gross Block at cost less accumulated depreciation on Fixed Assets.
However, Balance sheet is prepared as per Schedule Il of the Banking Regulation Act 1949.

iii) Premises include Land, Buildings & Lease hold premises.

iv) There was no revaluation of any fixed assets during the year. Bank has not finalized any policy
on revaluation of the fixed assets.
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5)
i)

i)

6)

7)

8)

9)

DEPRECIATION :
Depreciation on Fixed Assets is provided at following rates & methods:

Sr.No DESCRIPTION OF THE ASSET DEPRECIATION RATE METHOD
1 Building 2.50% W.D.V.
2 Lease hold property 1.01% S.L.M.
3 Computers & Allied Peripherals 33.33% S.L.M.
4 Steel , Cupboards & Tokens 2.50 % WD.V
5 Electrical & Other Office Equipments 20% W.D.V.
6 Vehicles 20% W.D.V.
7 Furniture & Dead Stock 10% W.D.V.

Depreciation on Computers is provided on Straight Line Method @ 33.33% as per guidelines
issued by RBI.

Depreciation on addition to Fixed Assets during the financial year is provided at 100% of the rate of
depreciation, if the asset is put to use for 180 days and above during the year and at 50% of the
rate of depreciation, if the asset is put to use for less than 180 days during the year.

RECOGNITION OF INCOME AND EXPENDITURE :
Income / Expenditure are generally accounted on accrual basis except in the following cases:

i) Interest received on Non performing Advances is accounted on actual recovery of interest as
stipulated by R.B.l. Guidelines.

ii) Interest on Matured Deposit provided @4.00% as stipulated by RBI. Actual interest payable is
accounted at the time of payment as per the policy of the bank prevailing at that time.

iii) Locker rent is accounted on receipt basis.
iv) Dividend on Investment in shares accounted for on receipt basis.
EMPLOYEES’ RETIRMENT BENEFITS :

i) Provision for gratuity payable is made on the basis of quotation by Life Insurance Corporation
of India with whom the Group Gratuity Policy has been availed.

ii) The contribution to Provident fund is as per the Provident Fund rules.

iii) Leave encashment provision up to 31.03.2017 is Rs 28.00 Lakh on the basis of estimated
amount payable to the employees towards leave encashment.
NET PROFIT OR LOSS FOR THE PERIOD, PRIOR PERIOD ITEMS AND CHANGES IN
ACCOUNTING POLICIES :
i) Accounting policies generally followed have been consistently applied over the years and no
material departures have taken place during the year.
i) Prior period items if not material are not recognized in the financial statement.
ACCOUNTING FOR INCOME TAX:
Estimated Income tax payable on the current year’s income is duly provided for in the books of

accounts. Short/ Excess taxes for the preceding periods if any paid during the year is also charged
to profit and loss account for the year.
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10)

11)

VALUATION OF STATIONERY STOCK :

Stock of sensitive stationery includes all types of forms & stationery, cheque books, demand draft
books, pay-order books and fixed deposits receipts. The said stock is valued at cost.

PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

A Provision is recognized when Bank has a present obligation as a result of past event where it is
probable that an outflow of resources will be required to settle the obligation at the Balance Sheet

date

. These are reviewed at each balance sheet date and adjusted to reflect current best estimates.

A disclosure of Contingent liability is made when there is:-

a)

b)

c)

A possible obligation arising from a past event, the existence of which will be confirmed by
occurrence or non occurrence of one or more uncertain future events not within the control of
bank or

A present obligation arising from past event which is not recognized as it is not probable that
an outflow of resources will be required to settle the obligation or a reliable estimate of
amount of obligation cannot be made.

When there is a possible or a present obligation in respect of which the likelihood of outflow
of resources is remote , no provision or disclosure is made.

NOTES ON ACCOUNTS :

1.

Contingencies and events occurring after Balance Sheet date :

No significant events arisen after the Balance Sheet date, which could have effect on the
financial position as on 31.03.2017, to a material extent. Dividend recommended by the Board
of Directors shall be paid after getting approval from the members in General Body meeting.

Segment Reporting :

Bank’s principal business activity falls within a single primary business segment viz: - Banking.
Thus, Accounting Standard (AS 17) on “SEGMENT REPORTING” issued by The Institute of
Chartered Accountants Of India, is not applicable.

Related Party Disclosures :

The Bank has disclosed material particulars of loans to Directors’ relatives outstanding as on
31.03.2017. No fresh loans have been given to the Directors and their relatives in compliance
with RBI directives. In terms of RBI Cir dt. 29/03/2003, the key managerial personnel i.e.
Mr. Prakash A. Tamhane, the CEO of the bank, being single party covered by this category,
no further details need to be disclosed. Moreover, the Directors are paid meeting fees and
allowances. The CEO is paid salaries as per approved scale.

Impairment Of Assets :

As required by Accounting Standard (AS 28) on “IMPAIRMENT OF ASSETS “ issued by The
Institute of Chartered Accountants Of India, there is no impairment of assets of the Bank which
is not provided for.

Provisions, Contingent Assets & Contingent Liabilities :

a) Contingent Liabilities on account of Bank Guarantees and Letter of Credit is Rs. 240.27 Lacs
(Previous year 236.92 Lacs) and Rs.16.00 Lacs Contingent Lability on account of court matter
against court order of Rs. 32.82 Lacs.

b) Details of amount transferred to Depositors Education and Awareness Fund (DEAF):

Q0
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(Rs. In Lakhs)

Current Year Previous Year

Opening Balance of amounts transferred to DEAF 101.14 86.45
Add : Amounts transferred to DEAF during the year 10.11 16.98
Less: Amounts reimbursed by DEAF towards Claims Nil 2.29
Closing Balance of amounts transferred to DEAF 111.25 101.14

6. Figures have been regrouped or re-stated wherever necessary to confirm to Current Year’s

Classification.
7. Disclosure regarding prudential guidelines on management of Non SLR investments portfolio as

required vide para 16 of RBI Guidelines dated 15.04.2004:

a) Issuer Composition of NON SLR Investments: (Rs. in crore)
No. Issuer Amount _Extent of ‘below | Extent of !Exte_nt of
investment grade’ | ‘unrated’ unlisted
Securities securities | securities’
1 PSUs 0 0 0 0
2 | All India FIs 0 0 0 0
3 | Nationalised Banks 0 0 0 0
4 | Other Banks (Schedule Co-op) 54.24 0 0 0
4 | Others 0.03 0 0 0
5 Provision held towards depreciation XXX XXX XXX XXX
Total 54.27 XXX XXX XXX
b)  Non Performing NON — SLR Investments : — Nil —
8. Particulars of Accounts Restructured: — Nil —
9. Movement in NPA, BDDR
Movement in Gross NPA
2016-2017 As per Bank
Opening Balance 1586.74
Additions 1885.24
Reduction due to recovery 204.40
Closing Balance 3267.58
Movement on Provision for NPA
2015-2016 2016-2017
Opening Balance 1784.00 1784.00
Additions by transfer from profit & loss account Nil 75.00
Closing Balance 1784.00 1859.00
— %% o1 qiiie NgaTS 33
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10. In terms of RBI Directives, following additional disclosures are made:

(Rs. In lacs)
Sr.No. Particulars 31.03.2016 31.03.2017
1 Capital to Risk Weighted Assets Ratio% (CRAR) 22.39 21.82
a) Tier | Capital to Total Risk Weighted Assets % 19.75 20.12
b) Tier Il Capital to Total Risk Weighted Assets % 2.64 1.70
2 Movement of CRAR % (-) 0.81 (-) 0.57
3 Investments
a) Book Value 16952.24 26296.41
b) Face Value 16513.27 25115.77
c) Market Value 16514.69 25382.00
4 Advances against Real Estate, Construction Business, Housing
a) Real Estate/ Construction Business 1579.15 1033.58
b) Housing 2000.20 1831.37
5 Advances against Share and Debentures — —
6 Advances to Directors, their relatives, companies and firms
in which they are interested
a) Fund based 152.72 144.89
b) Non fund based (Guarantees, Letter of Credit ) — —
7 Average Cost of Deposit % 7.02 717
8 NPAs
a) Gross NPAs 1586.74 3267.58
b) NetNPAs 0.00 0.00
9 Movement in NPAs
a) Gross NPAs (+) 218.43 (+) 1680.84
b) Net NPAs (-) 0.00 (+) 4.55
10 Profitability
a) Interest income to working funds % 9.59 8.45
b) Non interest income to working funds % 0.49 1.35
c) Operating Profit to working funds % 2.00 1.74
d) Return on Assets % 1.25 0.99
e) Business per employee (Deposits + Advances) 523.36 575.89
f)  Profit per employee 4.85 4.43
11 Provision towards
a) NPAs 1,784.00 1859.00
b) Depreciation on Investment 215.00 500.00
c) Standard assets 127.00 135.00
d) Investment Fluctuation Fund 382.86 332.86
12 Movement in Provisions
a) NPAs (+) 0.00 (+) 75.00
b) Depreciation on Investment (+) 0.00 (+) 285.00
c) Standard Assets (+) 2.00 (+) 8.00
d) Investment Fluctuation Fund (+) 180.00 (-) 50.00
13 Foreign Currency Assets and Liabilities (if applicable) N.A. N.A.
14 Date of Premium paid to DICGC 29.05.2015 & 31.05.2016 &
27.11.2015 29.11.2016
15 Penalty imposed by RBI & recovered from Directors —_ —_
For Muttha and Lahoti, Chartered Accountants
--sd -- CA. Harshal Muttha
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CASH FLOW STATEMENT
For the Year Ended 31st March 2017

(Rs. In Lakhs)

SR. YEAR ENDED YEAR ENDED
NO. PARTICULARS 31.03.2016 31.03.2017
A) Cash flows from Operating Activities
Net Profit as per Profit & Loss A/c 741.77 717.28
Add:
1 Depreciation 140.48 138.55
2 Amortisation of Govt. Sec. Premium 47.58 57.70
3 Edu. Fund 0.30 -
4 B.D.D.R. - 75.00
5 Depreciation Investment -- 285.00
6 Special Reserve 10.00 10.00
7 Provision for Employee Salary & Bonus 20.00 20.00
8 Provision for Employee Leave Encashment & closing Allowance 28.00 28.00
9 Provision for Standered Assets 2.00 8.00
990.13 1,339.53
Less :
1 Dividend Income 0.29 0.29
2 Investment Fluctuation Fund -- 150.00
Operating profit before changes in Operating Assets 989.84 1,189.24
A-i)| (Increase) / Decrease in Operating Assets
1 Funds advanced to customers (3,726.97) (2,035.60)
2 Interest Receivable (79.83) (585.67)
3 (Increase) / Decrease of Investments (1,982.91) 9,350.21)
4 Other Assets (60.42) (206.26)
A-ii) Increase / (Decrease) in Operating Liabilities
1 Deposits from Customers 5,621.28 11,184.59
2 Other Liabilities ( excluding Educational Fund) (165.87) 958.83
Net Cash from Operating Activities 595.12 1,154.92
B) Cash flows from Investing Activities
1 Dividend received 0.29 0.29
2 (Purchase) / Sale of Fixed Assets (172.60) (190.86)
Net Cash from Investing Activities (172.31) (190.57)
C) Cash flows from Financing Activities
1 Share Capital 134.17 104.09
2 (Increase)/ Decrease in Reserves & Funds (144.11) 139.76
3 Borrowings -- --
Net Cash from Financing Activities (9.94) 243.85
Net Increase in Cash & Cash Equivalents 412.87 1,208.20
Cash & Cash Equivalents at the beginning of the year 2,619.29 3,032.16
Cash & Cash Equivalents at the end of the year 3,032.16 4,240.36
Note:
i) Cash & Cash Equivalents 31.03.2016 31.03.2017
Cash 857.60 1,514.78
Bank Balance
a) With Co-op & Nationalised Banks 1,607.32 1,443.15
b) With Sch. Co-op & Commercial Banks 567.24 1,282.43
Cash & Cash Equivalents 3,032.16 4,240.36
— %% T dTYeh HgATS e
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