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AUDITOR'S REPORT

To
The Members
The Veraval People's Co-op Bank Ltd., Veraval

We have been appointed as statutory auditor for your bank by the registrar, co-op. societies, Gujarat State Gandhinagar vide
order No. 2yl /2460/«-¥ /357/2016 Dated 6-6-2016 for the financial year 2016-17. We have completed the audit on the basis
of information, books and records provided by the bank. After auditing the bank's Balance Sheet & Profit & Loss Account and
other accounts we submit our report as under subject to our separate audit observations, we are of the opinion that;

We have audited the financial statements of The Veraval Peoples Co-operative Bank Ltd- Veraval ("the Bank") as on 31st March,
2017 and also related Profit & Loss Account annexed thereto for the year ended on that date. These financial statements are
responsibility of Bank's management. Our responsibility is to express an opinion on this financial information based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in India. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether financial statements are free from material
misstatements. An audit includes examining, on test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by the management,
as well as evaluating the overall financial statement preparation. We believe that our audit provides a reasonable basis for our
opinion.

a) The Board of Directors has generally conducted the working of the Bank as per the bye laws and as per the provisions
of cooperative law and Rules except those mentioned in the Audit observations of our report.

b) The Board of Directors has duly carried out the instructions of Reserve Bank of India given from time to time.

c) The Books of accounts and accounting systems are maintained as required under the provisions of the Cooperative
law and guidelines issued by Reserve Bank of India.

d) Bank's financial statement as on March 31, 2017 reflects true and fair view of the financial position. The figures of
capital, borrowing, assets, investment and profit & loss show true position, subject to our accounting notes.

e) Bank has properly maintained SLR & CRR standards as prescribed by the Reserve Bank of India from time to time.

f) Bank has made proper classification of NPA as per the Reserve Bank of India guidelines and sufficient provisioning for
NPA is made as prescribed by Reserve Bank of India.

)] The advances allowed to members of the board of directors or their relatives are as per RBI guidelines and in terms of
provisions of cooperative law. All such advances are recoverable.

h) The directors or other office bearers are not disqualified for their position.

i) The guidelines for one-time settlement of advances and set off of deposit against advances are properly adhered to by
the Bank. However, during the year under audit, the amount written off under interest waiver scheme was Rs. 0.45 lacs.

) In cases of write off / compromise of dues undertaken during the year instructions given by RBI and Registrar of

Cooperative Societies are properly adhered to by the bank.
k) In cases of compromise of dues through courts, bank's interest is not jeopardized.

For, Pravin C. Doshi & Co.

Chartered Accountants

Place : Bhuj ICAI FRN No. 108157W
DATE :24-07-2017 (CA Pravin C. Doshi)
Partner

ICAIMem. No. 037012
Co-op. Panel No. 0747
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SIGNIFICANT ACCOUNTING POLICIES FOR THE YEAR 2016-17

1. Accounting Convention:
The accounts are prepared under the historical cost convention and confirm to the statutory provision & prevailing

practices, except as otherwise stated.

2. Use of Estimates:

The preparation of financial statements in conformity with Generally Accepted Accounting Principles requires
management to make estimates and assumptions that affects reported amounts of assets and liabilities and
disclosure of contingent liabilities at the date of the financial statements and the results of operations during the
reporting period. Although these estimates are based upon management's best knowledge of current events and

actions, actual results could differ from these estimates.

3. Investments:
3.1

Classification of investments is made as per the guidelines of Reserve Bank of India. The entire investment

portfolio of the Bank is classified under three categories viz. "Held to Maturity", "Available for Sale" and

Held for Trading". Disclosure of the investments under these three categories mentioned above has

been made by classifying as-

Government Securities
2. Other approved securities
3. Shares
4. Bonds of PSUs
5. Others
3.2 In respect of Securities included in any of the above three categories where interest/ principle is in
arrears for more than 90 days, income has not been recognized, as per prudential norms.
3.3 The valuation of investments is done in accordance with the guidelines issued by Reserve Bank of India.

a) Investments under "Held to Maturity" categories are not marked to market and are carried at

acquisition cost or at amortized cost. However, SLR investment over and above stipulated limit
of 25.% of Net Demand & Time Liabilities (NDTL) / Investment which are purchased last,
marked to market and required depreciation is provided for. If Investments were acquired at

premium over the face value, the premium is being amortized over the remaining period till

maturity as per RBI Guidelines.
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b) Investments under "Available for Sale" categories are being marked to market on individual scrip
basis once in a year. Net depreciation in values is being fully provided for where as net appreciation
is being ignored.

C) Investments under "Held for Trading" categories are being revalued on individual scrip basis on a
monthly basis. The Net depreciation in value is fully provided in Investment Depreciation Reserve
and Investment Fluctuation Reserve. Net appreciation if any is ignored. Rates for valuation of
above investments are based on rates put out by Fixed Income Money Market and Derivatives
Association of India (FIMMDA).

Advances:

41

Advances are classified as performing and non-performing assets and provisions are made in accordance
with the prudential norms prescribed by Reserve Bank of India. Recovery in NPA account is first appropriated
towards interest and the balance, if any, towards principals

4.2 Advances are stated net of Interest Receivable in respect of Non Performing Advances where suit have
been filed. In respect of other non-performing advances the same is shown at gross value. i.e. including
interest till date.

4.3 As per prudential norms, general provision on Standard Assets is made @ 0.40% and on Real Estate
loans @ 1%.

4.4 In respect of advances which are NPAs and suit filed against those borrowers, interest have been debited
to mirror account on simple interest basis from date of suit filed.

Fixed Assets:

5.1 Fixed Assets (including land) are stated at historical cost (less depreciation) except wherever revalued.
The incentive received from RBI against the purchase of Note Sorting Machine is deducted from the cost
of the machine and net cost is reflected. They are depreciated on Written down Value Method. And further
there is no change in method as well as rate of depreciation.

52 Bank has got its immovable properties (i.e. Building of its all the branches) revalued and the amount of

difference in book value and revalued figure is shown as Building Revaluation Reserve Fund under the
head of RESERVES. The Depreciation on revalued assets is first fully provided and debited to depreciation
account and thereafter, part of depreciation on revalued amount is transferred to revaluation reserve account
by debiting the same.

Revenue Recognition:

6.1

Income
Interest and other income are recognized on accrual basis except the following, which are recognized on
realization basis as per RBI guidelines
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1. Interest on Non Performing Advances. However, interest on NPA Accounts where suits are not

filed is first recognized as interest and credited to Profit & Loss Account and then appropriate
provision is made for such unrealized interest by debiting to profit and loss account nullifying the
whole effect of such interest.

2. Locker Rent booked on receipt basis.
3. Commission income booked on receipt basis.
4, Interest and Dividend income on non performing investment.

6.2 Expenditure
Revenue expenditure is accounted for on accrual basis except the following,which are recognized on

payment :-
1. Staff Gratuity
2. Leave Encashment - on ad-hoc basis

Retirement Benefits:

The Bank has taken group gratuity insurance with the Life Insurance Corporation of India for payment of Retirement
gratuity under the Group Gratuity Scheme of this corporation. The annual contribution to Gratuity Fund is provided
on ad-hoc basis as is found appropriate by the management. However actuarial valuation of retirement benefit has
not been done by the bank.

Depreciation:

Depreciation is charged as per the rates decided by the Bank on various assets on Written Down Value Method
as mentioned below, However, in case of computer system, the depreciation is provided as per "SLM" Method as
per RBI guidelines. The depreciation on assets sold or written off is not provided in the year of sale or write off. In
case of addition or purchase is made below 180 days the depreciation is provided for full year and if addition is
made after 180 days, the depreciation is provided for half year. The depreciation on note sorting machine is
calculated on the cost of the machine after deduction of incentive received from RBI.

1. Land & Building 2.5%

2. Furniture & Dead Stock 10%

3. Computers (On SLM method) 33.33%
4, Air Conditioner 15%

5. Lift 10%

6. Diesel Generator Set 15%

7. Office Equipment 15%

Provision for contingencies:

Net profit is arrived at after "provision and contingencies" which includes.
1. Provision for Staff Gratuity ( on ad-hoc basis )

2. Provision for Leave Encashment ( on ad-hoc basis)
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Provision for Contingency fund
Provision for Investment Depreciation Fund
Provision for performing / non-performing Assets

o o M

Provision for Investment Fluctuation Reserve

NOTES FORMING PARTS OF ACCOUNTS FOR THE YEAR 2016-17

1. INVESTMENTS:

1.1 Investments under "Held to Maturity" category of Rs. 3777.61 Lacs are 13.86 % as against maximum
permissible limit of 25% of NDTL Rs. 27258.94 Lacs.

1.2 The Bank has classified its SLR investments in to Held to Maturity, Available for Sale Category, no
security held under Held for Trading category.

1.3 The amortization required to be made in respect of investment classified under "Held to Maturity" (HTM)
category in respect of security purchased at premium, is done by making provision for the amount of
premium by amortization in the Profit & Loss account of Rs.4.93 Lacs and by reducing the same
amount from acquisition cost of the investment. No provision is required towards Investment Fluctuation
Reserve during the year due to net appreciation in the AFS category.

1.4 Bank held total inter-bank exposure worked out to Rs.3647.54 Lacs which is 18.03 % of Total Deposit
as on 31st March of previous year against the maximum permissible limit of 20%. Bank has made total
inter-bank deposit category of Rs.3647.54 Lacs which includes Balance in Current A/c for the purpose
of maintaining CRR of Rs.1421.12 Lacs, Balance in Current with other banks (NON CRR) of Rs.214.75
Lacs and Fixed Deposit with scheduled bank Rs.2011.67 Lacs.

2. RESERVES and SURPLUS:
21 Bad & Doubtful Debts Reserve (Rs. InLacs)
1. Opening Balance of BDDR as on 01.04.2016 366.62
Add: Appropriation from profit F.Y. 2016-17 39.00
Less Relief given to borrower under "Waiver Scheme" 0.00

(Relif given from Interest Income Account is Rs.0.45 lacs)
Balances as on 31.03.2017 of BDDR 405.62

2.2 Provision made against standard Assets

Opening Balance as on 01-04-16 54.31
Less Excess Provision Transfer to Profit and Loss Account 10.00
Balance as on 31/03/2016 44.31
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23 Special Bad And Doubtful Debts Funds as Per Sec 67A

Opening Balance of as on 01-04-16 22.72

Add: provision made out from Profit F Y 2016-17 15.15

Balance as on 31/03/17 37.87
2.4 Investment Fluctuation Reserve

Opening Balance of as on 01-04-16 10.00

Add : Appropriation from Profit 2016-17 10.00

Balance as on 31/03/17 20.00
2.5 Investments Depreciation Reserve:

Opening Balance of as on 01-04-16 60.86

Add : Transfer from Investment Fluctuation Reserve 0.00

Balance as on 31/03/17 60.86

Accounting for Taxes on Income

A. The Bank has paid Rs. 45 Lacs towards Income Tax for the F.Y.2016-17.

B. Deferred Tax is recognized on timing difference between the accounting income and tax income that
originate in one period and are capable of reversal in one or more subsequent period. In lieu of accumulated
losses deferred tax asset is require to be recognized, but as taxable profit is not precisely ascertainable,
considering concept of prudence, deferred tax asset has not been recognized.

Impairment of Assets

In respect of assets to which Accounting Standard 28 applies, in the opinion of the management, there are no
indications, internal or external, which could have the effect of impairing the value of the assets to any material
extent as at 31st March 2017 requiring any recognition in terms of the said Accounting Standard 28.

Contingent Liabilities :

Income Tax

The Bank has preferred appeals against the orders passed for AY 2010-11 & 2012-13 in connection with the
disallowances made by the IT Department. The estimated contingent liability which would arise for AY 2010-11 is
Rs.528090/- and for AY 2012-13 Rs.1396815/- as worked out by the bank.

The borrowing cost is charged to revenue.

In respect of Group Gratuity scheme of LIC by the bank the contribution is made / provided for on "ad-hoc" basis
and not on "actuarial" basis as required. Also Leave Encashment is provided for on "ad-hoc" basis.

Previous year figures have been regrouped/ rearranged wherever necessary / practicable, to make them comparable
with the current year's figure.

(qe)
{ 1€)
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Disclosure of Additional Information
(UBD.COBPD(PCB)Cir.N0.52/12.05.001/2013-14 date March 25,2014)

Sr No. 31-03-2016 31-03-2017
01 Capital to Risk Weight Asset Ratio.(CRAR) 13.86 % 15.49 %
02 Movement of CRAR
a) Tier -l Capital 11.23 % 12.67 %
b) Tier -1l Capital 2.63 % 2.82%
03 Investments:
a) Book value 7486.37 13573.56
b) Face value of investments 7590.85 13569.00
c) Market value of investments 7455.68 13519.98
04 Details of Issuer composition of non- SLR investments
and non performing non- SLR Investments.

@ Issuer Composition of Non SLR Investments

No. Issuer Amount Extent of Extent of Extent of '
'‘belowinvestment ‘'unrated unlisted
GradeSecurities Securities Securities

01 PSUs --=- -

02 Fls

03 Public -- - -

Sector Banks

04 Mutual Funds

05 Others — —

06 Provision Held - i -
towards

Depreciation
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" Non-performing Non SLR Investment

Particulars Amount
(Rs.inLacs)
Opening Balance 0.00
Additions during the year since 1st April 0.00
Reduction during the above period 0.00
Closing Balance 0.00
Total Provisions held 0.00
05 Advances against real estate, construction business, 31-03-2016 | 31-03-2017
housing
a) Advances against Real Estate, Construction Business 1158.02 771.27
b) Advances for Housing 738.78 659.17
c) Staff Hosing Loan 46.44 41.15
Total Housing Loan (b+c) 785.22 700.32
05 | Advances against shares & debentures [ e -—--
06 | Advances to directors, their relatives, companies / firms
in which they are interested
a) Fund-based. (Fix Deposit) 0 0
b) Non-fund based (Guarantees, L/C, etc.)
07 | Cost of Deposits: Average cost of deposits 7.06% 6.04 %
08 | NPAs:
a) Gross NPAs 286.89 553.03
b) Net NPAs 0 31.26
c) Gross NPAs as Percentage to Gross Advances 2.40 5.31
d) Net NPAs as Percentage to Gross Advances 0 % 0.32 %
09 | Movement in NPAs
10 | Profitability:
Interest income as a percentage of working funds 10.51 % 8.90 %
Non-interest income as a percentage of working funds 0.37 % 0.95 %
Operating profit as a percentage of working funds 1.82 % 2.00 %
Return on Assets 0.44 % 0.37 %
Business (Deposits + Advances) per employee 349.55 413.72
Profit per employee 1.10 1.25




11

Provisions made towards NPAs, depreciation in investments,

Standard Assets
12 | Movement in provisions
a) Provision made against standard Assets 54.31 44.31
b) Special Bad and Doubtful Debts Funds 22.72 37.87
¢) Investment Fluctuation Reserve | -
d) Provision Investment Depreciation 60.86 60.86
13 | Foreign currency assets & liabilities: (if applicable) | = ===ee-
14 | Payment of DICGC Insurance Premium:
(a) Insurance Premium paid to DICGC Apr.16 up to Sept.-16 13.33
(b) Insurance Premium paid to DICGC Oct. 16 up to Mar.-17 15.52
(b) Arrears Insurance Premium of DICGC NIL NIL
15 | Penalty imposed by RBI N.A. N.A.
16 | Restructured Accounts N.A. N.A.
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Particulars of Account Restructured

Housing SME Debt
Loan Restructuring Others
Standard Advances Number of Borrowers
Restructured Amount Outstanding
Sacrifice (diminution in
the fair value)
Standard Advances Number of Borrowers
Restructured Amount Outstanding
Sacrifice (diminution in
the fair value)
Doubtful Advances Number of Borrowers
Restructured Amount Outstanding
Sacrifice (diminution in
the fair value)
Total Number of Borrowers
Amount Outstanding
Sacrifice (diminution in
the fair value)
17 | Fixed Assets- Valuation/ Revaluation
(a) Value of Building after Depreciation 153.45 149.61
(b) Revaluation Amount 336.97 328.55
© Book Value as stated Balance sheet 490.42 478.16
19 | DEAF SCHEME 2014
Opening Balanace amounts transferred to DEAF 83.99 139.08
Add : Amount Transfer to DEAF during the year 69.01 452
Less : Amount reimbursed by DEAF towards Claim 13.92 00.12
Closing Balance of amount transferred to DEAF 139.08 143.48
20 | Time Deposits To Total Deposits 71.82 % 62.91
Saving Deposits To Total Deposits 20.63 % 26.08 %
Current Deposits To Total Deposits 7.56 % 11.01 %
Credit Deposits Ratio 59.01 % 39.45 %

For, The Veraval People’s Co-op Bank Ltd.

For, Pravin C. Doshi & Co.

Chartered Accountants
ICAI FRN No. 108157W

(CA Pravin C. Doshi)

Vikram V. Tanna
Chairman

Ranjikant Chandarana
(General Manager (I/C)

Partner
ICAI Mem. No. 037012
Co-op. Panel No. 0747
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