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Indegendent Auditor's Report

Ta

The Mambers of Manipur Rural Bank

Report on Audit of the Financial Statements

Qualified Opinion

1. We have audited the accompanying financial of Manipur Rural Bank [‘the Bank'), which
tomprise the Balance Sheet as at 31 March, 2020, the Statement of Profit and Loss Account and the
Cash Flow Statement for the year then endad, and notes to the financlal statements including a
summary of significant accounting policies and other expl i ion. Inc in these
financial statements are returns of 14 branches audited by us and 12 branches which have not besa
subjected to audit. These unaudited branches account for 24.52% of advarces, 23.22% of depasits,
25.30% of interest income and 21,96 % of Interest expenses,
The branches audited by us have been selected by the Bank in accordance with the guidelines issued
1o the Bank by the Reserve bank of India / NABARD.

ma

. In qur opinion and to the best of our Informatlon and according to the explanations given to us,
except for the effacts of the matter described in the Basic for Qualified Opinion paragraph of our
reptt, the aforesaid Financial Statements give the information requived by the Banking Regulation
Act, 1345 and the Reglonal Rural Bank Act, 1976 {together referred to s “the Act™), in the manner so
required for the Bank and are in conformity with accounting principles generally accepted in India
and give:

a) a true and fair view in case of the Balance Shaet, of the State of Affairs of the Bank as at 31 March,

2020;

h) a true balance of loss In case of the Statement of Profit and Loss for the year ended on that date;

and

€] 2 true and fair view of the £ash flows In case of the Cash Flow Statement for the year ended on

that date.

Basis for Qualified Opinlon

3.1 Cash Credit Accounts are not aptured by the CBS for reporting of $pecial Mentlon Accounts
(Sh14s) and Non-performing Accaunts [NPAs),

3.2 The mavement of NPAs from one category to anather is not automatically happening through
€B5 [MOCs with respect ta the same based on gur verification have been attached).

3.3 The Bank has not charged interest of Rs.13.92 lakhs On Hybrid Capital for the year ended 31
March, 2020,

3.4 Valuation Reports of collaterals for acteunts classified under Doubtful - | and Doubtiul Il
category where the sanction is mare than 03 years old are not available. Thus, we are unable to
comment an the basis of valuation of the same taken for the secured portion.

3.5 We have found cases where na interest has been serviced for Cash Credit accounts for more than
01 year but the same has been still classified as Standard assets (MOCs with respect to the
accaunts verified by us have been attached),

3.6 We have not been provided with the list of accounts whose renewal are overdue and hence are
unable to comment on the same.

3.7 We observed on sample checking of Upgraded NPA accounts that the upgradation took place by
system inspite of na realisation in the accounts.

3.3 We were unable to verify whether the amounts under the following heads of Schedule-11,
"Other Assets” were settled after 31.03.2020 or not:

5.No. | Account Heads 2019-20 2018-19
T | NEFT/ RTGS in Transit 61919615 4447018
2 | AEPS Receivable 27133383 698662
3| APBS Receivable 17319357 =
4 | UPI/IMPS Receivable 1639063 | 98676

3.9 We have not been able to check the unreconciled entries of BRS with respect to the balance in
Sponsor Bank's account.

3.10 The Bank does not recognise current obligations of long term employee benefits on the basis of
actuarial valuation using the preseribed methad in AS 15 “Accounting far Emplayee Benefits”
issued by the Institute of Chartered Accountants Of India [ICAT) .Expenses on long term employee
benefits namely Gratuity & Leave Encashment are recognized only to the extent of contributions
made to the plan asset maintained with Life Insurance Corporation of India (LICI}. Hence,
employee benefit expenses and labilitles are not correctly recognized in the profit & loss account
and balance sheet respectively, The extent by which expenses and liability are not correctly
recognized cannot be quantified in the absence of information on actuarial valuation.

3.11 Reference is invited to point 7{i} of Schedule 18 of Motes to Financial Statements, wherein it is
stated that deferred tax assets / liabilities on account of timing differences are not recognised,
thus, there is non-compliance of AS 22 "Accounting for Taxes”.

We conducted our audit in accordance with the Standards on Auditing (“SAs™) specified under
section 143{10) of the Companies Act, 2013. Our responsibilities under those Standards are further
described in the Auditors' Responsiblilties for the Audit of the Financial Statements paragraph of our
report. We are Independent of the Bank in accordance with the Code of Ethics issued by the ICAI
together with ethical requirements that are relevant to our audit of the financial statements, and we
have fulfilled our other ethical r ibilities in ce with these r and the Code
of Ethics. We believe that the audit evidence we have obtained so far is sufficient and appropriate to
pravide a basis for our qualified apinian.

Emphasis of Matters

4. We draw attention to Note Mo. 1D of the Financial Statements regarding impact of COVID-19

demic. The situation to be uncertain and the Bank is evaluating the situation on an
ongoing basis with respect to the challenges faced.

Qur opinion is not modified in respect of this matter.
Information Other than the Financial Statements and Auditors’ Report thereon

5. The Company's management and Board of Directors are responsible for the preparation of the other
information. The other information comprises the information included in the Bank's annual report,
but does not include the financial statements and our auditor's report therean, The Annual Report is
expected to be made avallable to us after the date of the audit report.

Our opinion on the financlal statements does not cover the other information and we do not express

any form of assurance canclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the ather inf is materially inc it with
the financial st or gur k ledge ok i during the course of our audit or otherwise
appears to be materially misstated,

When we read the Annual Report, if we conclude that there s a materlal misstatement therein, we
are required to communicate the matter to those charged with governance,

Responsibility of Management for the Financlal Statements

B. The Bank’s Board of Directors is responsible with respect to the preparation of these Financial
Statements that give a true and fair view of the financial position, financial performance and cash
flows of the Bank In d with the ing principles g Iy accepted in India including
the Accounting Standards issued by ICAL and provisions of Section 29 of the Banking Regulation Act,

1349, the Regional Rural Bank Act, 1976 and circulars and guidelines issued by REI from time to time,
This r also Includes e of ad, accounting recards in accardance with the
provisions of the Act for safeguarding of the assets of the Bank and for preventing and detecting
frauds and other irregularities; selection and application of appropriate accounting policies; making
jud and that are and prudent; and design, implementation and
faintenance of adequate internal financial controls, that were operating effectively for ensuring the
accuracy and completeness of the accounting recards, relevant to the preparation and presentation
of the Finangial $tatements that give a true and fair view and are free from material misstatement,
whether due to fraud ar errar.

In preparing the Financial is for ing the Bank's ability to
continue as a going concern, disclosing, as applicable, matters related to Eoing concem and using the
going concern basis of accounting uniess management either intends to liquidate the Bank or ta
cease pperations, or has no realistic zlternative but to do so.

The Board of Directors are also responsible for overseeing the Bank's financial reporting process,
Auditor's Respansibility for the Audit of the Financlal Statements

7. Our objectives are to obtain reasonable assurance about whether the Financial Statements asa
whale are free from material misstatement whether due to fraud or error and to lssue an auditor's
report that includes aur opinion. Reasonable assurance is a high level of assurance, but Is not a
Buarantee that an audit conducted in accordance with Sas will always detect a material
misstatemment when it exlsts. Misstatements can arise from fraud or error and are considered
material, if indlvidually or in aggregate, they could ly be exp: i to infl
declslons of users taken on the basis of these Financial Statements.

the econamic

As part of an audit in accordance with SAs, we exercise professional judgment and malntain

F ional skepticism throughout the audlt. We also:

Identify and assess the risks of material misstatement of the Financial Statements, whether due
to fraud er error, design and perform audit proceduras responsive to those risks and obtain
audit evidence that is sufficlent and appropriate to provide a basis for our opinion. The risk of
not detecting 2 material misstatement resulting from fraud is higher than for one resulting from
error, a5 fraud may involve collusion, forgery, intentional omissions, misrepresentations or the
override of internal control,

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
apinion on the effectiveness of the Bank's internal control,

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

» Conclude on the approf of nt's use of the golng concemn basis of accounting
and, based on the audit evidence obtalned, whether a material uncertainty exists related to
events or conditbons that may cast significant doubt en the Bank's ability to continue as a going.
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditors' report Lo the related disclosures in the Financial Statements ar, if such disclosures
are Inadequate, to medify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditors’ report. However, future events ar conditions may cause
the Bank to cease to continue as a going concern,

* Evaluate the overall presentation, structure and content of the Financial Statements, including
the disclosures and whether the Financial Statements represent the underbying transactions and
events in a manner that achieves fair presentation.

Materiality is the magnitude of misstatements in the Financial Statements that, individually or in
aggregate, makes it probable that the economic decisions of a reasonably knowledgeable user of the
Financial Statements may be influenced. We consider quantitative materiality and qualitative factors
in {i] planning the scope of our audit work and in evaluating the results of our work; and (i) to
evaluate the effect of any Identified misstatements in the Financial Statements,

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, Including any significant deficiencies in
internal controls that we Identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requi regarding | dence and to ¢ icate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards,

Fram the matters communicated with those charged with gavernance, we determine thase matters
that were of most significance in the audit of the Financial Statements af the current period and are
therefore the Key Audit Matters. We describe these matters in our auditors' report unless law or
regulation precludes public disclosure about the matter ar when, in extremely rare clrcumstances,
we determine that a matter should not be communicated in our report because the adverse
conseguences of deing so would reasonably be expected to outweigh the public interest benefits of
such communication.

‘her Matters

Due to COVID 19 lemic and the cor lockdown d by the Central
and State Government including the travel restrictions, malntenance of social distancing etc., and the
audit team could not visit the Bank/ Branches. We were not provided with remote access of the CBS
of the Bank. We have performed the audit from remote location, on the basls of data, scanned
copies, documents, management estimates, assumptions, certificates and other information supplied
electronically by the management on online communication. We have relied on Management
assurance of the authenticity, completeness and accuracy of these records electronically submitted
to us, Qur opinion is not modifled in respect of this matter,

B.2 We have not been able to examine the Branch-wise account-wise details of subsidy reserve fund.
have

10. We further report that:

a) Except for the possible effects of the matter described in the Basis for Qualified Opinion paragraph,
in our opinion, proper books of accounts as required by law have been kept by the bank so far as it
appears from our examination of those books and proper returns adequate for the purpases af our
audit have been received fram branches not visited by us;

b) the Balance Sheet, Profit and Loss account and the Statement of Cash Flows dealt with by this
repart are in agreement with the beoks of account and with the returns received from the branches
not visited by us;

c} the reports on the aceounts of the branch offices audited by branch auditors of the Bank under
section 29 of the Banking Regulation Act, 1949 and the Regional Rural Bank Act, 1976 have been
sent to us and have been properly dealt with by us in preparing this report; and
Except for the possible effects of the matter described in the Basis for Qualified Opinion paragraph,
in our opinion, the Balance Sheet, the Statement of Profit and Loss and Cash Flow Statement
comply with the applicable accounting standards, to the extent they are not inconsistent with the
accounting policies prescribed by the RBI.

d

For D.K.Chhajer & Co.
Chartered Accountants
FRN: 3041,

Dilip Kumar 5aha

FPartner

Membership No. 014464

UDIN: 2esluiiy ARAAGHTICTE
Place: Kolkata

Date : 29.06.2020

MANIPUR RURAL BANK

(A GOVERNMENT ENTERPRISE)
HO: KEISHAMPAT, IMPHAL

Publication of Balance Sheets, Profit & Loss Accounts & Auditor's Report
for the year ended on 31" March 2020 under Section 31 of the Banking Regulation Act, 1948,

Balance Sheet as at 31% March 2020

{000 ormitted]
(CAPITAL & LIABILITIES As 3t 31.03.2020 | ASSETS As at 31.03,2020
1. Authorised Capital 200000001, Cash Aalance annz| 2002
i shares of Rs 10/ cach]
2. 1ssued & Subscribed Capital SE5B03|2. Balance with REI 11915¢) 119184
133880500 shares of Hs. 10/- ezch) from:
a)  Govt of India 20502
5l Gout of Manipur BTEID)|
<l United Bank of Indi 201581
3. Share Copits | Doposity 0|3, Balances with Banks 720754
&) Gawtof India &l Inecurrent acocunt 256136
2 Gowt of Manipur bl nfxes deposits 454018
] United Bank of India
4. Reszrves & Surplus 122 12214, Irvestrment in Govt Securities 1019807| 1013807
5. Deposits: F1IR02D|5, loans & Advances 1530632
a) Demand Dapesits 420E54) a}  Prierity sector 1428819
5l Saving Bank Deoosts 15351 58] by man Frser 101813
ol Term Depasts TEI008)
&. Borrowings: 2U1TUS|E. Fleed Assets 17372 17372
a)  MABARD BA3U5
5l Other Inst. & Agencies| Lien on FOY 210000
ol Hyarid Deft Capital Instrument L7400
4136 instrument of Rs.100000 each)
7. Other Liahilitias - ZLAREI|T. Othar Assets: BER457
a)  Bills payable EELL] 2} Interast accrued 22613
& Intarest Accrued 22817 b Tax paid in advance  TDS 2148
o IBRCPs 200000 c) Stationery and Stamp 161
d} Amortization oo Investment A5
2105 d) |BFC Recieival'e 200000
2l Subsidy Reserve Fund 24204 e IMEFSIIM reveivable 1638
] Marginal Desesil i ) AEPS Receivable 27133
a8l 5T pavable 283 gl Srcurity deposits Telephon 37!
h Festival Athances 974,
fl G5L Payable 257 il APRS Recoivable 17218)
B Provisions lar Sid awets 1507 il Issers upite 514330
i ATM pavazle 1212 current year
k) CLASAI Registration fee 27 Kl MEFT in Transil 51920
| Pension Fund(Pzyable to Provident 254 1} Temp Advance 18
ml PRSEY/IMIBYAFY Payable 2 m} Pension Fund Ac 2210
a1l Duls Il on LB Loan 49 ) Al Hoe Salary 4775
ol Deposit Suscanse 173 0] 55T Recievable 2163
TerLal 4275203 2275203

PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED ON 31 MARCH 2020

B.3 The details of calculation of interest income af the Bank from Fixed Depaosits and |
net been provided to us and hence we are unable to comment on the same.

B4 We wish to highlight that the entire audit team could not visit the branch for undertaking the
required audit procedures as prescribed under ICAl issued Standards on Auditing, including but not
limited to:

» Inspection, ohseration, examination and verification of the original documents/files.

*  Physical verification of cash/gold/stationery items including adequate internal contrals thereaf.

= Examination of the various documents with regard to primary and collateral security.

+ erification of the valuatlon and legal documents [ reports of the immovable properties charged
to the Bank.

*  Scrutiny of the Sanction / Renewals; Review,/ appraisal / dishursement/ compliance and detalled
documentation as per lald down procedures including execution of requisite documentation

=  Examination of the Inspection/visit reports of the Bank officials

. ination of the stock

*  Observation with regard to dual custody of cash in hand/ATM.

+  Examination of the FA register, physical verification process / Stationery movement records.

+  Physical verification of various bank records in relaticn to bank guarantess,
* Adequate audit procedures for various assertions specified in Ghosh & Jilani Committee
Reports,
+  Ohbservations with regard to access controls and data security.
*  Adequate audit procedures and verification of Internal Financlal Controls at Branch.
Our opinion is not modified in respact of the aforesaid matters,
Report on Other Legal and Regulatory Requirements
5 The Balance Sheet and the Statement of Profit and Loss have been drawn up in accordance with
Section 29 of the Banking Regulation Act, 1949; and these give information as required to be given by
wirtue of the provisions of the Regional Rural Bank Act, 1976 and regulations there under.

Subject to the qualifications as indicated in the “"Basis for Qualified Opinion™ paragraph and
limitations of the audit as indicated in the "Other Matters” paragraphs abave, we repart that:
) We have obtained all the infarmation and explanations which, to the best of our knowledge and
belief, were necessary for the purposes of our audit and have found them ta be satisfactary;
b) The transactions of the Bank, which have come to our notice, have been within the powers of the
Bank; and
¢l The returnsfinformation received from the offices and branches of the Bank have been found
adequate for the purposes of aur audit,

INCOME As at 31.03.2020 EXPENDITURE As at 31.03.2020
Interest/Discount an Advances/oill 138153 Interest paid on depesits 109585
Interzst an FI 15774 |Interzst patd on Gormewings 2349
Incame an Investments 58519 | Payment 1o & provisions for 162289

Emplayees

[Commission, Fachange & Brokersge A726G|Rend, taxes & lighting an7a
18353 aticnery 021
Processing chirges 339G | Directar's o
[Shaaidiwe recovery 3433 Al
ERic:]
o
284
AFS Inuestrnent 1055
rent 414
Reversal GST Lisbility 4327 t a3
Loss on revaluaton of Investment o
(Other expenditane 50508

lii Remittance Exgznzas 4851

liii Racavery Agent's/ BF's Commiss 1540

liii) Clearing House Charges AL

|} Mawspaper and Feriodicals 10,

Iv} 2anitation B2L

I4i) Entarta nmant 11

Iviil Travelling Expenses. 8

Iviil} Convayance bxpensas 215

1) Mizc. Loss written off 1008

|x} Freight.coclie and labour chargeq 143

i} Sarvica Charges 3

|wii) h2ating Expenzas 28

|xiii) Frowzoon for Standard assets b3

{xiv] Frowisions for bad Debt 20000

|wv] Hiring Charges for vehicles 156,

|xvl) Stzff Training Expenses 28|

v Misc. Expensas 318b

il } Business Develoomenet Exp. 6710

Il Comauter Malatenance 8

|} AEPS Charmes T

Detll) Adrministrativa Charga 57

lexill] Oraanisation Cost aB#

laiv] Licence Fee JUIDAIALAELA] 2180

| Incorne Tax for Earlier Year UL
Total 322225 |Total 349815
Frofit belore Lax -27590

Sa/- Lnairman
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