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Independent Auditor’s Report
{As required under section 31 of Banking Regulation Act, 1040 as applicable to Co-Operative
Bocietics and under Section Bl{1)a) of The Maharashtra Co-operative Sociefies Act, 1960 read with
Rule 69 of The Maharashira Co-gperative Sacieties Rules, 1961)

To,

The Members,

Hindusthan Co-operative Bank Ltd.
Mumbai-4000258

Report on Financial Statements |
1. We have audited the accompanying Financial Statements of “HINDUSTHAN CO-OPERATIVE
BANK LIMITED”, Mumbai which comprise the Balance Sheet as at 31st March 2017, the Profit |
and Loss Account and Cash Flow for the year ended on that date and other explanatory
information. i

Management’s Responsibility for the Financial Statements:

2. Management of the Bank is responsible for the preparation of these Financial Statements that
give true and fair view of the financial position and financial performance of the Bank in
accordance with the Banking Regulation Act,1949 » Banking Laws (Applicable to Co-operative
Societies) Act 1965 and MCS Act 1960 and MCS Rules 1961. This responsibility includes the
design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of the financial statements that are free from material misstatement, whether due
to fraud or error.

Auditors’ 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 Standards on Auditing issued by the Institute of
Chartered Accountants of India. Those Standards require that we comply with ethical
requirements and plan and perform the audit to ohtain reasonable assurance about whether the
financial statements are free from material misstatement.

4. An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financia] statements. The Procedures selected depend on the auditor’s
Jjudgments, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making these risk assessments, the auditor

financial statements in order to design audit procedures that sre 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,

6. Inour opinion, and to the best of our information and according to the explanation given to us,
read with the Notes to the accounts, the financial statements give a true and fair view in
conformity with the accounting principles generally aceepted in India:
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{a] Inthe case ofthe Balance Sheet, of the state of affairs of the Bankas at March 31, 2017
(b) Inthe case of Profit and Loss Account, of the Profit for the year énded on that date; and
(¢) Incase of cash flow statement, of the cash flow for the year ended on that date.

Report on Other Legal and Regulatory Requirements
7. The Balance Sheet and the Profit and Loss Account have been drawn up in accordance with
Section 31 of the Banking Regulation Act, 1949 [ as applicable to Co operative societies);

8. Subject to the limitations of the audit as indicated in Paragraphs 3 to 5 above, we report that:

a. 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 and have found them to be satisfactory.

b. The transactions of the bank which have come to our notice have been within the powers of the

§ Bank

¢. The returns received from the branch offices of the bank have been found adequate for the
purpose of the Audit.

9. We further report that:

a. the Balance Sheet, Profit and Loss account and Cash Flow statement dealt with by this report are
in agreement with the books of account and returns;

b. in our opinion, proper books of accounts as required by The Maharashtra State Co operative
Societies Act, 1960 , MCS Rules, 1961 and as required by the Byelaws have been kept by the
bank so far as appears from our examination of those books.

M/s. Sanjay Rane & Associates,
Chartered Accountants

Firm Reg, No. 121089W
Place : Mumbai

Date : 29-07-2017
(CA Vishal Bane)

Partner
M. No. 146521
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Significant Accounting Policies and Notes Forming Part of the
Accounts for the year ended 31st March 2017

(A) SIGNIFICANT ACCOUNTING POLICIES :

1. Accounting Convention:- |
The financial statements are drawn up in accordance with the historical cost convention as modified hy |
revaluation of premises, and on going concern basis. They conform to Generally Accepted Accounting
Principles (GAAP} in India, which comprise applicable Statutory Provisiens, Reserve Bank of India (RBI)
guidelines, Accounting Standards issued by The [nstitute of Chartered Accountants of India (ICAI}, and the
practices prevalent in the Co-operative Banks in India,

2. VUseofEstimates:-

The preparation of fimancial statements reguires the mansgement to make estimates and assumptions:
considered in the reported amount of assets and liabilities {including contingent liabilities) as of the date of |
the financial statements and the reported income and expenses during the reporting period. Management
believes that the estimates used in the preparation of the financial statements are prudent and reasonable, .
Future results may differ from these estimates. Difference between the actual results and estimates are |
recognized in the period in which the resultsare known/ materialized.

3. Revenue Recognition:-

Income and Expenditure are accounted on accrual basis except as stated below;

a. The following are actounted for on cash basis:
i. Income from Locker Rent, Dividend and Penal Interest on advances.
il, Bonus/ Ex-gratia to employees.

b. The following items of income are recognized on realization basis as per the prudential norms
on Income Recognition and Asset Classification issued by RBL:
i, Interest income on Non Performing Advanices,
ii. Interest on Non Performing Investments.

4. LoansfAdvances and Provisions thereof:-

4.1. Advances are classified into standard, sub-standard, doubtful and loss assets in accordance with the
Income Recognition, Assets clagsification & provisioning norms prescribed by the Reserve Bank of India.

4.2. Provision on advances categories under Sub-Standard, Doubtful and Loss Assets is made in accordance
with the guidelines issued by the REIL In addition, a general provision has been made on all standard assets
as per RBI directives,

4.3. The overdue interest in respect of NPA advances is provided separately under "Overdue Interest Reserve” as
per the directives issued by the Reserve Bank of India.

5. Investments :-

5.1. Cateporisation of Investment: The Bank has categorized the investments. in following three categories in |
accordance with the RBl guidelines applicable to Urban Co-operative Banlks. |

a) Held to Maturity — Securities acquired by the Bank with the intention to hold till maturity,

b) Held for Trading - Securities acquired by the Bank with the intention to trade.

¢} Awailable for 8ale - Securities which do not fall within the above two categories are
classified as "available forsale .

d} Aninvestmentis categorized as *Held to Maturity”, "Available for Sale”, Held for Trading”, at
the time of purchase and any subsequent shifting amongst categories is done in conformity
with the repulatory guidelines.

5.2. Investments are valued as per the directives issued by the Reserve Bank of India from time to time and in line
with the methodology suggested by Fixed Income Money Market and Derivatives Association of India |
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. Investments in ‘Available for Sale’ and ‘Held for Trading' categories are valued scrip wise and net

depreciationis provided for, while net appreciation, if any, is ignored in accordance with RBI guidelines,

Profit made on sale of securities under Held to Maturity (HTM) Category is first credited to Profit and Loss
Account and thereafter transferred to Investment Fluctuation Reserve as an appropriation from the Profit
and Loss Account in accordance with RBI guidelines.

Charges of Clearing Corporation of India Limited (CCIL) and Bank Charges at the time of acquisition of
securities is recognised as expense.

- Broken Period Interest at the time of acquisition of securities is recognized as Revenue Expense.

Transfer between categories :

Reclassification of investments from one category to another, is done in accordance with RBI guidelines and
any such transfer is accounted for at the acquisition for at the acquisition cost /book value/ market value,
which is lower, as at the date of transfer. Depreciation, if any, on such transfer is fully provided for.

’ 6. Fixed Assets and Depreciation

B.1,

6.2

o
o

7.

G

Fixed Assets are stated at cost or revalued amounts, as the case may be, less accumulated depreciation and
pravision for impairment, if any. The cost includes expenditure incurred in the acquisition and construction
/ installation and other related expenses in bringing the asset to working candition for its intended use.

Premises including Land & Building were revalued during year ended 31st March, 2015 and carried at
revalued figures. Revaluation reserve of Rs, 2722.77 Lakh was created to the extent of appreciation in value
of properties. During the year depreciation on appreciated value of Rs.272.27 Lakh is provided from
“Revaluation Reserve”. Closing balance of “Revaluation Reserve” ason 31.03;2017 is Rs. 2178 22 Lakhs,

Depreciation on Fixed Assets (except Computers and ATMs) is provided on WDV method at the rates
prescribed by the Management is as under:
(" TypeofAssets Rate )
Land & Buildings 2.5%
Branch Premises 2.5%or 10%
Dead Stock 10456
Furniture & Fiktures 10%
Motor Vehicles 20%
Electric Installation 20%
Renewal Property 5%
e o

Depreciation on Computers is provided @ 33.33% on Straight Line Method as directed by RBI. Depreciation
on ATMs has been charged @ 33.33% on Straight Line Basis based on the management’s estimate of useful
life of the assets. This Policy is followed by the Bank on consistent basis and the impact of the same on profits
of the yearis immaterial.

The cost of Computer Seftware is capitalized under the head “Computers” and is amortized over 4 period of 3
years from the year of capitalization as per RBI guidelines.

. Depreciation on fixed assets purchased during the year is charged for the completed months. If the asset is

purchased or retained for part of the month, the same is considered as full month for charging for
depreciation.

Retirement and other employee benefits

Short term employee benefits are accounted in the period during which the services have been rendered.
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75 The Bank contributes on a defined contribution basis to Employee’s Provident Fund towards post
employment benefits, all of which are administered by the Regional Provident Fund autherities, and has no
further obligation beyond making its contribution, which is expe nsed in the vear to which it pertains,

7.3 Provision for liability towards gratuity is accounted for as per the actuarial valuation done by LIC of India.
The Bank has covered gratuity liability under the Employees group gratuity scheme of LIC of India.
Contributions to LIC of India under the scheme are charged to the Profit and Loss Account for the year when
ihe contribiition is made. Liability towards gratuity as per the actuarial valuation by LIC of India as on the
date of Balance Sheet is Rs571.97 lakhs During the year bank has made contribution of R5.6.15 lakhs as
contribution to the Group Gratuity fund with LIC. Total fund at the end of the year was Rs594 .96 Lakhs at
LIC towards gratuity.

7.4 Bank has covered Leave Encashment liability under Employee’s Group Leave Encazhment Scheme of LIC of
India. Contributions to LIC of India under the scheme are charged to the Profit and Loss Account for the year
when the contribution is made. Liability towards leave éncashment as per the actuarial valuation done by
LIC of India is Rs. 356,73 lakhs During the year Bank made contribution Rs.15.10 lakhs .Total fund value
at the end of the year with LIC was Rs 365.77 Lakhs:

8. Leases
Lease rental paid on operating lease are recognized as an expense in the Profit and Loss account on a
straight-line basis over the lease term,

9, Taxation
9.1, Income tax expenses comprise current tax and deferred tax.

9.7 Deferred tax asset and liabilities are recognized for the future tax consequences of timing differences, subject
to the consideration of prudence. Deferred tax assets and liabilities are measured using the tax rate enacted
or substantively enacted by the balance sheet date. The carrying amount of deferred tax asset [ liability is
reviewed at each balance sheet date.

9.3, Deferred tax assets on account of other timing differences are reco gnized only to the extent there-is a
reasonable certainty of its réalization.

10. Impairment of Assets (Accounting Standard 28}
Fixed Assets are reviewed for impairment whenever events or changes in circumstances warrant that the
carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is

measured by a comparison of the carrying amount of an asset to future net discount cash flows expected to
be generated by the asset. If such assets are considered to be impaired, the impairment to be recognized is

measiired by the amount by which the carrying amount of the asset exceeds the fair value of the asset.

11. Provisions, Contingent Liabilities and Contingent Assets
In conformity with AS 29, *Provisions, Contingent Liabilities and Contingent Assets”, issued by the Institute
of Chartered Accountants of India, the Bank recognizes provisions only when it has a present obligationasa
result of a past event, it is probable that an outflow of resources embadying econemic benefits will be
required to settle the obligation, and when a reliable estimate of the amount of the obligation can be made.

12. Events occurring after Balance Sheet Date

While classifying account as NPA, due regard is given to the events occurring after the Balance Sheet date,
like closure of an NPA account, renewal of accounts or substantial recovery in the account which has the
effect of altering the status of the account. While considering Gross NPA, account clogsed after balance sheet
date have adjusted as stated above principle outstanding amounting to Rs 56.48 Lakhs have been reduced
from gross NPA and provisions amounting to Rs 26.95 Lakhs have been reduced from Bad & Doubtful
debts. However, Interest Receivable on these accounts amounting to Rs. 12.94 Lakhs has not been
capitalised and also not taken to Income account,

Other than these, there is no event after the Balance Sheet date which may be deemed to have any material
impact on the financial statements.
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13. Reserve fund and Other Funds
Dividends remaining unclaimed over 3 years are credited to the Statutory Reserve Fund. Entrance fees and
nominal membership fees collected during the year are credited to Statutory Reserve Fund.

(B) NOTES ONACCOUNTS

APPROPRIATION OF PROFIT :
The bank has given effect for following appropriation of profits for the year ended March 31, 2017 in the
financial statements, subject to approval of the shareholdersat the AGM.
Statement of Appropriations 31.03.2017
(Rs. [n Lakhs)

e )
Particulars Amount
Net profit for the year ended 31st March, 2017 603.02

. Previous year balance 0.01
Balance net profit in appropriation account
of previous years (Deferred Tax Income) 416.45
Total Profit available for appropriation 1019.48
Appropriations:
Statutory Reserve Fund 254.858
Investment Fluctuation Reserve 433.10
Proposed Dividend to Shareholders 285.64
Golden Jubilee Fund 20.00
Edugation Fund 5.00
Technologlcal Dévelopment Fund 20.85
Balance Profit carried forward to Next Year 0.01

0 Total 1019.48

. A

1. As per REI guidelines, bank need to be built up Investment Fluctuation Reserve out of realized gains on sale
of investments, and subject to available net profit, at least 5% of investment portfolio (HFT and AFS). As at
31st March 2017 bank had builtup IFRof Rs.693.96 Lakhs; however, 5% of the investment portfolio (AFS)
works out to Rs: 1127.00° Lakhs. Accordingly, Shortage in Investment Fluctuation Reserve as on 31st March
2017 of Rs.432.60 Lakhs will be provided by appropriation of profit.

2. The Bank has the policy to account for the Locket Rent, Dividend and Penal Interest on advances on cash
basis, The said policy is not in accordance with the Accounting Standard 9 (AS 9) issued by the Institute of
Chartered Accountants of India. The Bank is of the view the effect of the same on the profit for the yearis not
material.

3 The bank has written off an amount of Rs. 48.69 Lakh towards bad debts which is identified by the
management as irrecoverable, approved by share holdersin annual general meeting held on 29.07.2016.
The same is adjusted against Bad and Doubtful Debt Reserve. This amount has been fully provided in the
earlier years.

4. In the opinion of the Board, the realizable value of the assets, loans and advances is not less than the
amounts at which they are stated in the Balance Sheet.

5. In the opinion of the Board, the provisions for all known liabilities are adequate and not in excess of the

| amounts reasonably required.

6 Balances with Other Banks include fixed deposits aggregating to Rs. 52.07 Lakh (Previous year Rs.51.75
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Lakh) kept as security with M.58.C bank and IDBI Bank for issuance of Bank Guarantees and Letter of Credit,

7. There were no Repo / Reverse Repo Transaction during the year. Also, there are no accounts restructured
during the year to which the provision of restructuring applies. Further the Bank has not purchased or sold
any Nen Performing Assets:

8. Prior Period Items:- Ex-gratia of Rs. 191.22 Lakh for financial year 2015-16 has been paid in current year
and charged to Profit & Loss Account,

9., Contingent Liability towards Income Tax

1) Forassessment year 2012.2013 the incomie tax department has assessed Income Tax payable in respect AY
2012-13 in the sum of Rs 255. 14 Lakhs. As against the said demand a provision of Rs 235 Lakhs is available
in the books of accounts. The bank has disputed demand by filing appeal against the said order before CIT
{A). The bank has considersd short fall in provision as disputed and no further provision has been
considered necessary.

iij Forassessment year 2013.2014 the income tax department has assessed Income Tax payable in respect AY
2013-14 in the sum of Bs 391.04Lakhs including interest of Rs 15.22 Lakhs, As against the Said demand a
provision of Rs 349.15 Lakhs is-available in the books of accounts. The bank has disputed demand by filing
appeal against the said order before CIT (A). The bank has considered short fall in provision as disputed and
no further provision has been considered necessary.

i) Forassessment year 2014-2015 the income tax department has assessed Income Tax payable in the sum of
Rs 358.92 Lakhs including interest of Rs 62.00Lakhs. As against the said demand a provision of Rs 352.05
Lakhs is available in the books of accounts. The bank has disputed demand by filing appeal against the said
order before CIT (A). The bank has considered short fall in provision as disputed and no further provision has
been considered necessary.

10. Related Party Disclosures:-

The Bank is a Co-operative Society under The Maharashtra Co-operative Societies Aet, 1960 and there are
no related parties requiring a disclosure uinder Accounting Standard -18 (AS-18) issued by The Institute of
Chartered Accountants of India, other than Key Management Personnel, During current year, bank has not
appointed any key mianagement personnel.

11. Disclosure under Accounting Standard-20 Earning per Shares :-

Basic earnings per share as on 31,03.2017 is Rs.7.00/- (8613943 are fully paid shares and 513 are partly
paid shares. Fully paid shares considered full and for partly paid shares, considered 206 shares [i.e.
513/25*10) equal to fully paid shares.] EPS is not calculated by weighted average method. Further, diluted
EPS for current vearis 7.00.

12. Thebreak-up of deferred tax assets and liabilities into major items is given below :-

Amount Amount
Computation of Deferred Tax Assets [ Liahility 2016-17
Opening Balance of Deferred Tax Liability / [Assets] (38,492,940.21)
as on March 31, 2016 i
Items Disallowed ds per Income Tax Act, 1961
(Deferred Tax Asset)
Bad & Doubtful Debt Reserve 1
Depreciation As Per Books Of Accounts 19,577,552.849
Total 19,577,552.89 6,775.791.06
ltems allowable as per Income Ta x Act, 1961
[Deferred Tax Liahility)
Bad Debts Provision written Back -
L -
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Depreciation As Per Income Tax 18,815,301.18

Total 18,815,301.18 6,511,975.74

Deferred Tax Income during 2016-17 due 1o
timming difference as per AS-22 (263,815.32)

Closing Balance of Deferred Tax Liahility
/ (Assets) ason March 31, 2017 (38,756.,755.53)

13. In the opinion of the management there is no impairment to the assets during the year to which the
Accounting Standard 28 applies.

14. Previous year’s figures have been re-grouped |/ re-arranged wherever necessary to conform to the
presentation of the accounts of the current year,

Disclosures as per Reserve Bank of India Guidelines:

.

8r. | Particulars 31.03.2017 31.03.2016
No.
A | CRAR TierIcapital 6028.70 5270.23
CRAR Tier Il capital 1856.75 1804.22
B |CRAR 17.89% 17.18%
C | Total Capital Funds 7885.45 7074.45
D | Risk Weighted Assets 44051.69 41168149
E |Investments
i) Book Value 36264.17 28433.89
ii) Face Value 35673.09 28623.09
iii) Market Value 32144.37 Z8451.38
F | Advances against real estate, construction business 74169+ 7222.49
and housing
@ G | Advancesagainst Shares and Debentures =

H |Advancestodirectors, their relatives,

companies; firms in which they are interested

i) Fund Based 37.95 0.00
ii} Non-Fund Based 0.00 0.00
Average cost of Deposits 6.34 6.47
J |[(NPAs
Gross NPAs 5268.06 216743
% 1o Gross Advances 13.21% 5.69%
Net NPAs 2959.70 (.00
% to Net Advances 7.88% 0.00
K |Movementin NPAs
Gross NPA
Opening Balance 2167.43 2183.25
L Add :Additions during the year 3376.33 335.496 v
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i Less: Closed /Recovered /Written off (276.45) @sr7) | |
Closing Balance 5268.06 2167.,43
Net NPA 2959.70 0,00
L |Profitability
Interest Income ss a percentage of working funds 8.47% 9.11%
Non-Interest income as a percentage of working funds 1.18% 0.71%
Operating Profits as a percentage of working funds 1.12% 1.03% |
Return on Assets 0.63% 0.95% |
Business (Deposits + Advances) peremployee 829.17 457.05
Profit per employee 2.45 2.28
M |Provisions made towards following
a) NPAs 36.51 32.96 |
bj Standard Assets 0.00 0.00 !

c) Impaired Assets 0.00 0.00

d) Investment Depreciation (incl. amortization) 91.63 3.94

e} Other receivable in Loan 2.56 0.00

N Commission from Bank assurance Business

a)For selling life insurance policies - - |

b}For selling non life insurance policies

c|For selling mutual fund products
0 | Payment of DICGC premium 79.71 73.3
P | Whether penalty imposed by RBI No No

L. -

Particulars of Restructured Accounts

d Particulars of Account Restructured Rs.in lakhx\

Housing [SME Debt .

Loan Restructuring Other |
Standard Number of Borrowers Nil Nil Nil
| Aidvances Amount Outstanding Nil Wil Nil
Restructured Sacrifice (diminution in the fair value) Nil Nil Nil
Sub-Standard Number of Borrowers Wil il Nil
Advances Amount Outstanding Tl il Nil
Restructured Sacrifice {dimimation in the fair value) il il il

Doubtful Number of Borrowers Nil il Nil ,

Advances Amount Outstanding Wil Nil Nil |

Restructured Sacrifice ([diminution in the fair value} Nil Nil Nil |

Number of Borrowers il Nil Nil :

TOTAL Amount Outstanding Nil Nil Nil ,

A Sacrifice (diminution in the fair value) Nil Nil Nil __’/ I
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DEAF Contingent Liability Others
As per guidelines issued by RBI Amount has been transferred to DEAF fund Up to the End of the yvearend 31

March 2017
(Rs. In Lakhs)
Particulars FY 2016-17 FY 2015-16
Opening balanee of Amount trangferred to DEAF 359.49 —
Add: Amount tra nsferred to DEAF during the year 98.60 ;3_5_9.49
Less: Amount refmbursed by DEAF towards claims {4.31) —
Closing balance of amount transferred to DEAF 453.78 359.49
Issuer composition of Non-SLR Investments:-
ﬁ (Rs. In Lakhs)
A—r. Issuer Amount Extent of Extent of Extent of \\
No. ‘below investment | ‘unrated’ ‘unlisted’
grade’ Securities Securities
Becurities
1 PSUs 1328.03 - 1328.03
2 Fls = =
3 | Public Sector Banks 12.32 - - 12.38
4 Mutual Funds =
B | Others 1.06 - - 1.06
Total 1341.41 - 1341.41
6 | Provision held
Towards
\ depreciation = ) /
Non performing Non-SLR Investments :
There is no Non performing Non SLR Investment
Movement in Provisions: (Rs. In Lakhs)
/ Particulars Opening Balance Additions Deductions Closing Bnlance\
As on 1st April As on 31March
2016 2015 2016-17 | 2015-16 | 2016-17 | 2015-16 | 2017 2016
& Towards NPAs 2320.53 | 249742 | 3651 32.96 48.68 209.85 2308.36 | 2320.53
b. Towards 182.58 18259 |- - 182.59 182.59
Standard Assets
c. Towards - - = = .
Impaired Assets
d. Towards 0.00 .00 91.63 0.00 - - 91.63 0.00
Depreciation
K on Investments _./
Foreign Currency Assets &Liabilities : Not Applicahle
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Amendment to Bye-Law of the Bank placed at the Annual General Meeting to be held on

16th September, 2017 as notified in the Notice.

Bye-Law
No.

Text of Present By-Law

e-Law
Byﬂo.

Amendment Proposed

Reason for Amendment

Share Capital -

The aithorised Shara Cagital of the
Bank is Rs.-25,00.00,.000/-

(Re, Twanty Fiva Crore Only)
divided in to 1,00,00,000 shares of
Rs, 25/- gach

Share Capital -

Thea authorisad Shara Capital of the
Bank is Rs: 40,00,00,000/-

(Rs. Faurly Crare Only)

divided inta 1.80.00,000 shares-of
Rs. 25/- sach

To improve own funds and to
allot Shares 10 new mambers,
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