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Z.A. Gadhvara & Co.
Chartered Accountant

o Auditor's Report

The Members,
The Nawanagar Cooperative Bank Ltd.,
'Nawanagar Bank Bhavan', Hirji Mistry Road, Opp. Pranami School, Jamnagar — 361 004.

We have appointed as statutory auditors for your bank by the Registrar, Cooperative Societies, Gujarat State,

Gandhinagar, vide order no. ASN/2460/J.4/614/2017 dated 16-10-2017. As per the conditions of the order we have

completed the audit on the basis of information provided by the bank. A fter auditing the bank's Balance Sheet, Profit

and loss account and other accounts we submit our report as under:

1. Reportonstandalone Financial Statements:
We have audited the accompanying standalone financial statements of THE NAWANAGAR CO-OPERATIVE
BANK LTD. (The Bank), which comprise the Balance Sheet as at 31" March, 20138, the Statement of Profit and
Loss for the year then ended and a summary of significant accounting policies and other explanatory
information.

2. Management's responsibility for the standalone Financial Statements:
The Management of the Bank is responsible for the preparation of these financial statements that give a true and
fair view of the financial position and financial performance of the Bank in accordance with the Accounting
Principles generally accepted in India, including the Accounting Standards issued by the Institute of Chartered
Accountant of India, in accordance with the provisions of the Banking Regulation Act 1949,in accordance with
the provisions of the Gujarat Co-Operative Societies Act, 1961 and In compliance with guidelines, circulars and
instructions of The Reserve Bank of India (RBI)from time to time. This responsibility also includes
maintenance of adequate accounting records for safeguarding the assets of the Bank and for preventing and
detecting frauds and other irregularities; selection and application of appropriate accounting policies; making
judgments and estimates that are reasonable and prudent; and design, implementation and maintenance of
adequate internal financial controls, that were operating effectively for ensuring the accuracy and completeness
of'the accounting records, relevant to the preparation and presentation of the financial statements that give a true
and fair view and are free from material misstatement, whether due to fraud or error.

3. Auditor's Responsibility:
Our responsibility is to express an opinion on these standalone financial statements based on our audit.
We have taken into account the provisions of the Banking Regulation Act 1949, the Gujarat Co-Operative
Societies Act, 1961, the accounting and auditing standards, guidelines, circulars and instructions of The
Reserve Bank of India from time to time and matters which are required to be included in the audit report under
the provisions of these laws and rules made there under.
We conducted our audit in accordance with the Standards on Auditing issued by the Institute of Chartered
Accountant of India. 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.
An audit involves performing procedures to obtain audit evidence about the amounts and the 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 financial control relevant to the Bank's preparation of the financial
statements that give a true and fair view in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on whether the Bank has in place an adequate
internal financial controls system over financial reporting and the operating effectiveness of such controls. An
audit also includes evaluating the appropriateness of the accounting policies used and the reasonableness of the
accounting estimates made by the management, as well as evaluating the overall presentation of the financial
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statements.

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

opinion on the standalone financial statements.

Opinion:

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid

standalone financial statements subjectto :

a) Our comments and observation contained in audit memorandum (Samanya Shero &Khas Shero) annexed
with Part—I & Part—II furnished as per the Gujarat Co-Operative Societies Act, 1961;

b) Notes onaccounts forming part of the financial statements;

Give the information required by the Banking Regulation Act, 1949 as well as the Gujarat Co-Operative

Societies Act, 1961 and rules made there under, in the manner so required, for the urban Co-operative bank and

give atrue and fair view in conformity with the accounting principles generally accepted in India.

> Inthe Case of the Balance sheet, of the state of affairs of the Bank as at 31" March, 2018; and

» Inthe Case of the Statement of Profit and Loss, of the Profit for the year ended on that date;

Report on the other legal and regulatory requirements:

We further report that:

1. We have obtained all the information and explanations which, to the best of our knowledge and belief, were
necessary for the purpose of the audit.

2. Inour opinion, proper books of account as required by the applicable law have been kept by the head office
and branches of the Bank so far as appears from our examination of the books.

3. In our opinion and to the best of our information and according to the explanations given to us, the
transaction of the Bank, which have come to our notice, have been within the competence of the Bank.

4. The Balance Sheet and the statement of Profit and Loss dealt with by this report are in agreement with the
Books of account and returns.

5. The Board of Directors has conducted the working of the bank as per by-laws and also provisions of
cooperative law / rules. The Board of directors has followed the rules and regulations, unless otherwise
stated.

6. The Board of Directors has carried out the instructions of Reserve Bank of India (RBI), given from time to
time, unless otherwise stated.

7. Bank has properly maintained SLR and CRR standards according to rules prevail from time to time of RBI.

8. Bank has made proper classification of NPAs as per RBI guidelines and sufficient provisions are made for
the same, unless otherwise stated.

9. Theadvances 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.

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

11. The Guidelines for one time settlement of advances and Set-off of deposits against advances are properly
adhered to by the bank.

12. 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.

13. In cases of compromise of dues through courts, bank's interest is not jeopardized.

14. Aforesaid audit work is as per our criteria for the audit period ended on 31" March 2018.

ForZ.A.Gadhvara & Co.,
Chartered Accountants
FRN-136384W

Zahid A. Gadhvara— Proprietor
Membership No. 154355

Penal No. 636

Place of Signature : Wankaner
Date: 25/06/2018
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The Nawanagar Co-Operative Bank Ltd., Jamnagar
Notes attached to and forming part of the Balance Sheet as at 31" March, 2018 and

Profit and Loss Account for the year ended 31" March, 2018

A. Background:
The Nawanagar Co-Operative Bank Ltd. is a co-operative society engaged in the banking business and was
incorporated in 1980. Presently the bank provides banking facility through its 11 branches and 1 extension

counter in the Jamnagar district. The bank provides various financial products which cater to the needs of its

customers.

B. Significant Accounting Policies:
1. Accounting Convention:

The accompanying standalone financial statements have been prepared and presented under the historical
cost convention. The said statements were prepared on accrual basis of accounting, except postage, local
authority dues, AMC charges, Utility Bills, consultant fees etc. which are charged to profit and loss account
on payment basis. The said statements were prepared on a going concern basis. The said statements were
prepared in compliance with

» the generally accepted accounting principles in India,

» statutory requirements prescribed under the Banking Regulation Act, 1949,

» statutory requirements prescribed the Gujarat Co-Operative Act, 1961,

» circulars and guidelines issued by the Reserve Bank of India ('RBI'") from time to time, and

» inaccordance with the current practices prevailing amongst the Co-Operative Banks in India.

2. Use of Estimates

In preparation of the said financial Statements,

» Incompliance with generally accepted accounting principles,

» statutory requirements prescribed under the Banking Regulation Act, 1949,

» statutory requirements prescribed the Gujarat Co-Operative Act, 1961 and
» circulars and guidelines issued by the Reserve Bank of India,

The management of the bank requires to make estimates and assumptions that affect the reported amounts of
assets and liabilities, revenues and expenses and disclosure of contingent liabilities at the date of financial
statements. Actual results could differ from those estimates. Management believes that the estimates used in
the preparation of the financial statement are prudent, proper and reasonable. Any revision to the accounting
estimates are recognized prospectively.

3. Investments
3.1 Categorization of Investments:
In accordance with the guidelines issued by RBI, the Bank classifies its investment portfolio into three

categories viz. “Held to Maturity”, “Available for Sale” and “Held for Trading”.




3.2

3.3
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In respect of Securities included in any of the above three categories where interest/principle is in arrear

for more than 180 days, income is not recognized as per prudential norms.

Classification of Investments:

For the purpose of disclosure in Balance Sheet investments have been classified as per requirement of

Reserve Bank of India under the following heads:

Government Securities (Central & State),

Other approved securities,

Share of other Co-Operative Institutions and

Other Investments.

Valuation of Investments:

(i) Held to maturity:

Investments in HTM category are valued at acquisition cost unless it is more than the face value. In case
where acquisition cost is more than face value, the premium (if any) paid on the investments under
category is shown under “Other Assets” and is amortized over the period remaining to maturity.

(ii) Held for Trading & Available for Sale:

Investments of all scripts except PSU Bonds, under the category of Available for Sale and Held for
Trading are valued scrip-wise at book value or market value whichever is lower. PSU Bonds under
category of Available for Sale and Held for Trading are valued scrip-wise at acquisition cost.
Depreciation/appreciation is aggregated for each classification. Net depreciation, if any, is provided
for while net appreciation, if any, is ignored. Net Depreciation for the year under these categories is
charged to Profitand Loss Account.

(iii) Shares of co-operative institution and financial corporations are valued at cost unless there is a
diminution in the value thereof in which case the diminution is fully provided for.

(iv) Market value of the Government securities under available for sale is determined in terms of yield to
maturity (YTM) method indicated by fixed income money market & derivatives association of India
(FIMMDA).

(v) Broken period interest in respect of the Government securities purchased is treated as an item of

expenditure under the Profitand Loss account.

4. Advances

4.1

4.2

4.3

All advances are classified as Standard, Sub-Standard, Doubtful and Loss Assets in accordance with
guidelines issued by RBI. Provisions are made in accordance with the prudential norms prescribed by

Reserve bank of India.

The overdue interest in respect of non-performing advances is provided separately under Overdue Interest

Reserve as per directives issued by RBI.

As per policy and practice adopted by the bank, partial recoveries in NPAs are reduced from the principal

loan amount.
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5.1 Premisesand other fixed Assets have been accounted for at historical cost less Depreciation.

5. Fixed Assets and Depreciation :

5.2 Fixed Assets except computers are depreciated on Written down value method at the rate considered
appropriate by the management. Computers are depreciated on Straight Line method @ 33.33% as
directed by RBI.

5.3 Depreciation on Fixed Assets purchased during the year is charged for the entire year if asset is purchased
and retained for 180 days or more. Otherwise it is charged at 50% of the normal rate. No depreciation is
charged on assets sold during the year.

5.4 Fixed assets which have been fully depreciated but are still in use, are carried in the books at Rs. 1/-,
however there are other assets which are in existence as per assets register, despite that value of assets was
reduced to Zero. The bank is advised to physically verify such assets and to frame proper policy in the
matter.

Accounting Standard 6 and 10 issued by the Institute of Charted Accountants of India relating to Accounting
for Fixed Assets and depreciation requires for disclosure of gross and net values of assets and accumulated
depreciation thereon. However, as per the format applicable to Co-operative Banks, the above disclosure are
not made in the accounts and to that extent, the disclosure norms of the above stated Accounting standards as
referred above have not been followed. However, the same has no impact on the result of the Bank.

6. Revenue Recognition

Interest and other income are recognized on accrual basis except the following, which are recognized on

realization basis.

6.1 Interestand other income on Non Performing Advances as per RBI Norms.

6.2 LockerRent

6.3 Commission Income

6.4 Income from distribution of Insurance products

6.5 Intereston Income Tax Refunds

7. Employee Benefits

The Bank has taken group gratuity with the Life Insurance Corporation of India for payment of retirement

gratuity as well as leave encashment under the scheme of this corporation. The annual contribution to gratuity

Fund and leave encashment are paid on yearly premium basis. The bank has funded on retirement gratuity and

leave encashment to Life Insurance Corporation of India amounting to Rs. 22,77,998/- (Previous Year: Rs.

21,00,866/-) and Rs. 5,35,327/- (Previous Year: Rs. 8,25,863/-) respectively.

The Bank's contribution to provident fund is accounted for on the basis of contribution to the Employees'

Provident Fund Scheme Account set up by the Government on accrual basis.

8. Segment Reporting

The Bank is organized into two main business segments mainly:
(I) Treasury

(i1) other Banking Operations
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However, the above disclosure are not made in accounts and to that extent, the disclosure norms of the

Accounting Standards as referred above have not been followed. However, the same has no impact on the results
of the bank.

9. Operating Leases
Lease rent obligations in respect of assets taken on operating lease are charged to Profit and Loss Account on
straight line basis over the lease term. Initial direct costs are charged to profit and loss account. The bank has paid
lease rental of Rs. 39,02,617/- (Previous Year: Rs. 36,96,927/-).

10. Income Tax
Provision for current Tax is made on the basis of estimated taxable income for the year.
Deferred tax is recognized, subject to consideration of prudence, on timing difference, representing the
difference between taxable income and accounting income that originated in one period and is capable of
reversal in one or more subsequent periods. Deferred tax assets and liabilities are measured using tax rates and
tax laws that have been enacted or subsequently enacted by the Balance Sheet Date.

11. Impairment of Assets
At each balance sheet date, bank assesses whether there is any indication that any asset of the bank may be
impaired. If any such indication exists, the carrying value of such assets is reduced to its estimated recoverable
amount and the amount of such impairment loss is charged to profit and loss account. If, at the Balance sheet date
there is an indication that a previously assessed impairment loss no longer exists, the recoverable amount is
reassesses and the asset is reflected at the recoverable amount subject to maximum of depreciated historical cost.
However, at the year end, there is no indication regarding impairment of any of bank's assets, hence no provision
for impairment loss is made.

12. Accounting for Provisions, Contingent Liabilities
The bank recognizes provisions only when it has a present obligation as a result of past events and the existence
of which will be confirmed only by the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the Bank.
Contingent Assets are not recognized since this may result in the recognition of income that will never be
realized.
Unclaimed member's gift:
Board of Directors have framed the policy limiting time-limit for payment of member's gift upto starting of
distribution of next year's gift. Despite this fixed time limit, the bank has distributed earlier year's gift. It is
suggested to follow the time frame given by the Board of Directors. Further, undistributed gifts, for which time
prescribed for distribution has been lapse shall be properly adjusted and reclassified.
Outstanding Tax Demand:
The management has not provided us certificate showing details of outstanding tax demand. Hence, we are

unable to comment whether proper provisions against such liability is made or not.
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13. Contingencies and material event occurring after balance sheet date:

Material events occurring after the date of balance sheet are recognized. Contingencies, which can be reasonably
ascertained, are provided for, if in the opinion of the management of the bank, there is a possibility that the future
outcome may be materially detrimental to the bank.

14. The bank does not feel necessity to prepare cash flow statement. To that extent Ind AS 7 “Statement of

Cash Flow” is not followed. However, its impact on profit or loss of the Bank is NIL.

C. OTHERNOTES FORMING PARTS OFACCOUNTS FORTHE YEAR 2017-18

1. Provision for Contingencies
Net Profitarrived after “Provision and Contingencies” which includes.
a) Bad Debt Reserve
b) Provision for Income tax
c) Staff Bonus payable
d) Provision for productivity Linked Incentive
e) Provision for rebate to punctual borrowers
f) Provision for Members Gift

2. Investmentsinclude fixed deposits pledged as follows:
Rs. 5,70,00,000/- (Previous Year: Rs. 5,70,00,000/-) pledged with IDBI Bank Ltd, Jamnagar against
overdraft limit sanctioned to the bank. The outstanding against the said facility as on 31.03.2018 was
Rs. NIL (Previous Year: Rs. NIL).

3. Contingent Liabilities includes:
3.1 Guarantee issued by the bank on behalf of customers is Rs. 35,77,000/- (Previous Year: Rs. 34,50,000/-).
3.2 Unclaimed deposits (Amount transferred to the Depositor Education and Awareness Fund Scheme,

2014) for the year ended on 31.03.2018 is Rs. 1,49,38,898.52 (Previous year Rs. 1,45,18,767.20).

4. Notes stated in our separate report under the Gujarat Co-Operative Act 1951 are not repeated in

this notes.
D. Other Disclosures:

1. Investments:

1.1 The Pattern of securities held under the “Held to Maturity” (At book value) as on 31" March,

2018 are asunder:
Rs. In Lakhs
31.03.2018 31.03.2017
Central Government Security 5,912.79 5,912.78
T-Bills 1940.80 6,881.09
Total 7,853.59 12,793.88
% of total time and demand deposits 12.46% 20.62%
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1.2 The pattern of other securities held under the “Available for Sale” (At book value) as on 31st

March, 2018 are as under:

Rs. In Lakhs

31.03.2018 31.03.2017

Central Government Security 23,255.87 23,413.33
State Government Security 4,402.51 4,402.51
PSU Bonds 232.90 232.90
Total 27,891.28 28,048.74

. Reserves:

2.1 Investments Depreciation Reserve: Rs. In Lakhs
31.03.2018 31.03.2017

Investments Depreciation Reserve 1,281.36 1,281.36

2.2 The Investment Fluctuation Reserve of Rs. 1444.67 Lacs which

Investments held under “Available for Sale” category.

. Other Working:
Sr. Particulars 31-03-2018
No.
1 Capital to Risk Assets Ratio (CRAR) 26.55%
2 Movement in CRAR:
Total Capital Funds 6,709.61
Risk Weighted Assets 26,523.59
3 Investments:
Book Value 33,804.07
Face Value 34,570.80
Market Value 35,085.28
4 Advances Against:
Real Estate and Construction 112.43
Housing 5,078.84
5 Advances against Shares and Debentures 0.00

6 Advances to Directors and their relatives, companies/
firms in which they are interested :
Fund Based 27.52
Non Fund Based 0.00

worked out to 5.18% of

Rs. In Lakhs
31-03-2017

28.52%

6,196.40
22,724.81

40,842.67
41,720.85
43,105.23

130.94
5,161.85
0.00

44.76
0.00
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7 Average Cost of Deposits 5.35% 6.00%
8 NPAs
Gross NPAs 256.51 250.64
Net NPAs 0.00 0.00
9 Movement in NPAs
Gross NPAs
Opening Balance 250.64 242.82
Add: Additions during the year 12.44 48.74
Less: Reduction during the year 6.57 31.47
Closing Balance 256.51 250.64
Net NPAs
Opening Balance 0.00 0.00
Add: Addition during the year 0.00 0.00
Less: Reduction during the year 0.00 0.00
Closing Balance 0.00 0.00
10 Profitability:
Interest income as a percentage of working funds 7.24% 7.04%
Non-Interest income as a percentage of working funds 0.30% 0.29%
Operating Profit as a percentage of working funds 1.99% 1.54%
Return on average assets 8.06% 8.82%
Business (Deposits + Advances) per Employee 740.14 669.87
Operating Profit Per Employee 12.46 9.22
11~ Provision made towards:
NPAs 2,274.76 2,161.69
Investment Depreciation Reserve — Investments 691.21 691.21
Investment Depreciation Reserve - MMCB 590.15 590.15
Standard Assets 499.50 499.50
12 = Movements in Provisions:
Towards NPAs
Opening Balance 2,161.69 2,066.66
Add: Addition during the year 289.74 95.03
Less: Reduction during the year 0.00 0.00
Closing Balance 2,451.43 2,161.69
Towards Depreciation on Investments
Opening Balance 1,281.36 1,281.36

Add: Addition during the year 0.00 0.00
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Less: Reduction during the year 0.00 0.00
Closing Balance 1,281.36 1,281.36
Towards Standard Assets
Opening Balance 499.50 499.50
Add: Addition during the year 0.00 0.00
Less: Reduction during the year 0.00 0.00
Closing Balance 499.50 499.50
13 DEAF:
Opening Balance 145.19 125.93
Add. : Amt. Transferred to DEAF during the year 20.13 24.72
Less : Amt. Reimbursed by DEAF during the year 15.93 5.46
Closing Balance 149.39 145.19
14 Foreign Currency Assets and Liabilities N.A. N.A.
15  Payment of DICGC Insurance Premium 71.02 59.69
Arrears in payment of DICGC Insurance Premium 0.00 0.00
16  Penalty imposed by RBI 0.00 0.00
. Details of Issuer composition of Non — SLR investments and non — performing Non — SLR
Investment
4.1 Issuer Composition of Non—SLR Investments Rs. In Lakhs
No. Particulars of Issuers Amountat Extentof'Below Extentof Extent of
Bookvalue InvestmentGrade 'Unrated 'Unlisted
Securities' Securities' Securities’
(O RENE) 3) 4 &) (6)
1 PSUs 232.90 NIL NIL 232.90
2 Fis NIL NIL NIL NIL
3 Public Sector Banks NIL NIL NIL NIL
4 Mutual Funds NIL NIL NIL NIL
5 Others (Shares of Central
& State Co—Op. Banks) ~ 0.05 NIL NIL 0.05
6 Provision held towards

Depreciation NIL NIL NIL NIL
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4.2 Non-Performing Non—-SLR Investment

Particulars 31-03-2018 31-03-2017

Opening Balance NIL NIL

Addition During the year NIL NIL

Reduction during the year NIL NIL

Closing Balance NIL NIL

5. Details of advances sacrificed:
. . SME Debt
Particular Housing Loan Restricting Others
No. of Amount No. of Amount No. of Amount
Accounts Sacrificed Accounts Sacrificed Accounts Sacrificed

Standard Advances
restructured
Sub Standard
restructured
Advances
Doubtful Advances
restructured
Total

ForZ.A. Gadhvara & Co.
Chartered Accountants
FRN-136384W

Zahid A. Gadhvara— Proprietor
Membership No. 154355
Penal No. 636

Place of Signature: Wankaner
Date: 25/06/2018
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