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STATUTORY AUDITOR'S REPORT

To,

The Members

The Bharuch District Central Co-Operative Bank Limited, Bharuch.

Report on Financial Statement:

We have audited the attached Balance Sheet of The Bharuch District Central Co-Operative Bank Limited as on 31* March, 2019, and also
Profit and Loss Account and the Cash Flow Statement annexed there to for the year ended on that date in which the returns of branches and head
office audited by us, are incorporated. The branches audited by us have been selected in accordance with the guidelines issued to the Bank by
NABARD.

Responsibility of the Management in preparation of the Financial Statements:

The Management of the Bank is responsible for the preparation of the financial statements that give true and fair view of the Financial
Position and Financial Performance of The Bank in accordance with the requirements of the Reserve Bank of India, the provision of The Banking
Regulation Act, 1949 and recognized accounting policies and practices, including the applicable Accounting Standards issued by the Institute of
Chartered Accountant of India. This responsibility of management 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:

Our responsibility is to express an opinion on the Financial Statements based on our audit. We conducted our audit in accordance with
the auditing standard generally accepted in India. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatements.

An audit involves performing procedures to obtain audit evidences and examination of the amounts and disclosures made in the financial

statements on test check basis. An audit also includes assessing and evaluating the appropriateness of the accounting principles and policies used

and reasonableness of the significant accounting estimates made by the management, as well as evaluating the overall financial statements
presentation of the Financial Statements.

The procedures selected depend on the auditor's judgement, including the assessment of the risk 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
preparation and presentation of the Financial Statements in order to design and adopt the audit procedures that are appropriate in the relevant
circumstances of performing the audit. We believe that our audit provides a reasonable basis for our opinion.

Opinion:

In our opinion and to the best of our information and according to the explanations given to us by the management of the Bank, the
Financial Statements drawn from the said accounts read together with the notes thereon, give the information required by the Banking Regulation
Act, 1949 as well as Gujarat State Co-Operative Society Act in the manner so required and gives a true and fair view in conformity with the
Accounting Principles generally accepted in India:

(n Inthe case of Balance Sheet, of the state of the affairs as at 31" March, 2019,

() Inthecase of the Profitand Loss Account, of true Balance of Profit, for the year ended on that date and

(1)  Inthe case of the Cash Flow statement of the Cash Flow for the year ended on that date.

Report on other legal and regulatory requirements:

The Balance Sheet and Profit and Loss Account have been drawn up in form 'A'and 'B' respectively of the third schedule, in accordance
with the provisions of section 29 of the Banking Regulation Act,1949.

As required under section 31 of the Banking Regulation Act, 1949 as applicable to Co-Operative Societies, 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 purposes of our
auditand have found them to be satisfactory.

(b) Thetransactions of the Bank which have to come to our notice have been within the competence of the Bank.

(c) Inouropinion, proper returns adequate for the purpose of our audit have been kept by Bank so far, as appears from the examination of those
books and proper returns adequate for the purpose of our audit have been received from the branches of the Bank.

(d) The Balance Sheet, Profit and Loss Account and the Cash Flow Statement dealt with by this reports are in agreement with the books of account
and are drawn up in conformity with the law.

(e) Certain Items of Income & Expenditure as stated in Item -6 to Annexure 22 of the significant accounting policies are accounted on cash basis as
against accrual basis specified under Accounting Standard-9 on 'Revenue Recognition' issued by the Institute Of Chartered Accountants Of
India.

Audit classification:

The Bank hasbeen awarded 'A’ Audit classification for the Financial Year 2018-19

Place : Surat For, A.K.OSTWAL& Co.

Date :25/04/2019 Chartered Accountants

FRN: 107200W

C.A. Amit M. Ajagiya
(Partner)
Membership No.: 140574
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Compliance with Prudential Norms

As on 31-03-2019

(i) Whether Complied with Prudential norms forincome Yes
recognition, assets classification and provisioning

(ii) If not, the extent and nature there of -

(iii) Whether Auditor has certified compliance with prudential norms Yes
(Rs. in Lakh)
Provisionin
Classification of Assets Amofunt : =
and Income Recognition o Required Actually
Assets to be made made

(a) Standard Assets 62584.48 250.34 286.50
(b) Sub-Standard Assets 5123.90 517.04 517.04
(c) Doubtful Assets 3496.78 2035.35 2035.35
(d) Unsecured Assets - - -
(e) Loss Assets 754.69 754.69 6077.51
(f) Interest Receivable (Advances) 2562.21 2560.51 4612.62
(g) Interest Receivable (Inv) 588.40 180.00 180.00
(h) Investment & Others 45417.41 150.01 150.01
Total 120527.87 6447.94 13859.03

(v) Percentage of gross NPAsto gross advances 13.03%

(vi) Percentage of net NPAs to net advances 1.18%
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Annexure -22
Notes forming part of accounts for the year ended on
31st March, 2019

A. SIGNIFICANT ACCOUNTING POLICIES
AS-1: Disclosure of Accounting Policies :

5

a. Accounting Conventions:

The accompanying financial statement have been prepared on historical cost
convention on Going Concern basis and confirm to the Generally Accepted Accounting
Principles in India, which comprise the statutory provisions, guidelines of the Regulatory
Authorities, Reserve Bank of India, National Bank for Agriculture and Rural Development,
accounting standards / guidance notes issued by the Institute of Chartered Accountant of
India and practices prevailing in the bankingindustryin India, unless otherwise stated.

b. Use of Estimates:

The Preparation of financial statements requires the management to make the
estimates and assumptions considered in the reported amounts 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. The management believes that the
estimates used in the Preparation of financial statements are prudent and reasonable.
Future results could differ from these estimates. Any revision of the accounting estimates is
recognized prospectively inthe current and future periods.

2. AS-3CashFlow Statements:
The Cash Flow Statements is prepared according to the indirect method in accordance
with the Accounting Standard -3 issued by the Institute of Chartered Accountant of India.

3. AS-4Contingencies and Events occurring afterthe Balance Sheet Date :

Material Adjusting Events occurring after the Balance Sheet Date, if any are recognized
in the financial statements. Non Adjusting Events occurring after the Balance Sheet date, if
any represents material change and commitments affecting the financial position are
disclosed inthe reports of the Board of Directors.

4. AS-5 Net Profit or Loss for the period, Prior Period Items and change in Accounting
Policies:
Material Items of Prior Period, Non Recurring and Extra Ordinary Items are Shown

42/

Separately, if any.



BHARUCH
DCcC
o

Miei3ANSAs5 cRIscdisI=uRddiass AL, @13 i A
("7 ‘ \

5. AS-6Depreciation:

(a) Depreciation is provided on Written Down Value at the rates applicable to
respective Assets under the Income Tax Act and rules. However, Depreciation on
the computer and motor Vehicle is calculated on Straight Line Method.

(b) Depreciation on the fixed assets purchased and put to use during the year is
charged for the entire year at the rates applicable to the respective assets if the
assets are purchased and used for a period of 180 days or more. In case of 180 days,
the depreciation is charged at half the normal rate applicable to the respective
assets.

(c) No depreciation is charged in case of any asset sold during the year
irrespective of the tenure of its usage during the year.

6. AS-9Revenue Recognition:
(a) Income:

All the revenues are accounted for on accrual basis. However, considering the
nature of transactions, uncertainties involved and consistent practice, the following
items of revenue are recognized on cash basis:

i) Lockerrent

ii) Commission and Brokerage

iii) DividendonInvestment and

iv) InterestandotherIncome on Non Performing Assets.

(b) Expenditure:

All the expenses are accounted on accrual basis. However, considering the
consistent practice followed by the Bank, the following items of expenditure are
recognized on the payment basis:

i) Non Performing Accounts have been accounted as current assets till the same is
recovered fromthe borrowers.
ii) Insurance Premium.

7. AS-10Accounting for Fixed Assets :
Fixed Assets are shown at historical cost less accumulated depreciation. The cost
includes any cost attributable of bringing the assets to its working condition for its intended

@
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8. AS-13 Accountingfor Investments:

Investments are accounted and disclosed in Financial Statements in accordance with
the extant regulatory guidelines. For the purpose of valuation, the investments are
classified into two categories:

i) Heldto Maturity, and

ii) Current Investments (i.e. Held for Trading and Available for Sale).

Investments that Bank intend to hold till maturity is classified as Held to Maturity. These
Investments are valued at Face value except where the acquisition cost is lesser than Face
Value in which case the Investments are accounted at acquisition cost. In case where the
acquisition cost is greater than face value, the Investments are accounted at Face Value and
the Premium thereonis amortized equally over the period of Investment held.

Investments under the category of Current Investments is valued at cost including

premium paid thereon and diminution in value of such securities if any at the year end is
fully provided for. The book value of the individual securities remains unchanged after
adjusting the same on mark to market basis.
The script wise appreciation is ignored. Market Value of Government Securities is
determined on the basis of the price list published by the Reserve Bank of India or the prices
periodically declared by PDAI jointly with FIMMDA for valuation at the year end. In case of
unquoted Government Securities, market price or fair value is determined as per the rate
published by FIMMDA.

9. AS-15Employee Benefits:

(a) All employee benefits payable wholly within twelve months of rendering the service
are classified as short term employee benefits such as salaries, wages etc. and the
expected cost of bonus, ex-gratia are recognized in the period in which the employee
renders the related service.

(b) The employee's gratuity fund and group leave encashment scheme is company's
defined benefit plans. The present value of obligation under such defined benefit plan
is determines by the LICis paid to the LICand the same is being debited to the Profit and
Loss Account.

10. AS-17 Segment Reporting:

The Bank is primarily engaged in agricultural banking activity as defined by the
RBI/NABARD. The entire income revolves around banking operation and the major
investments are made for compliance of banking regulation, hence Segment reporting as
per accounting standered-17 is not considered necessary.
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11. AS-22 Accounting For Taxes on Income

(a) The provision for current Tax is made after taking into consideration benefits admissible
under the provisions of the Income tax Act,1961.

(b) A policy of recognizing Deferred Tax Liability (if any) arising because of accounts is
consistently followed. If the same results into recognition of deferred Tax Asset, the
same is beingignored considering the prudent concept.

12. AS-20Earnings pershare:

Earnings per share reported is computed by dividing net profit after tax by the total
number of equity shares outstanding as at the year end.

13. AS-29 Provisions, Contingent Liabilities and Contingent Assets :

(a) In conformity with the Accounting Standard -29, “Provision, Contingent Liabilities and
Contingent Assets,” issued by the Institute of Chartered Accountant of India, the Bank
recognizes provisions only when it has a present obligation as a result of past event, it is
probable that a outflow of resources embodying economic benefits will be required to
settle the obligation and when a reliable estimate of the amounts of the obligation can
be made.

(b) No provisionis recognized for:

(1) Any possible obligation that arises from the 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; or

(2) Any present obligation that arises from past events but is not recognized
because:

(i) Itis not probable that an outflow of resources embodying economic benefit
will be required to settle the obligation ;or
(ii) Reliable estimate of the amount of obligation can be made.

Such obligations are recorded as contingent liabilities. These are assessed at regular
intervals and only that part of the obligation for which an outflow of resources embodying
economic benefits is probable, is provided for, extremely rare circumstances where no
reliable estimate can be made.

(3) Contingent Assets are not recognized in the financial statements as this may

resultinthe recognition ofincome that may never be realized.
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(c) Advances:

(i) Advances are classified as Performing and Non - Performing according to the
guidelines prescribed by the RBI.

(ii) Advances are stated at the gross value while the provision for Performing &
Non Performing advances are treated as per the guidelines of RBI/NABARD and
accordingly shown under the sub head of “Provision for Bad & Doubtful Debts”
under the head of “Other Fund and Provisions.”

(iii) Provision for losses made on Non Performing Advances is on the basis of assets
classification norms prescribed by the RBI/NABARD and revised from time to time.

(iv) The overdue interest in respect of advances is provided for separately under
“Provisions for Overdue Interest” as per the directions issued by the RBI/NABARD.

B. NOTESTOACCOUNTS

1. The Bank s registered on 04th April, 1907. The Bank is holding a license No. RPCD-
AH-22/2011-12 dated 25th June 2012.

2. The major activity of Bank under the normal business transaction has been the
sanctioning of loans to the primary Agriculture Co-Operative Societies commonly
known as PACS and the Bank has duly achieved the overall exposure of agricultural
advances and priority sector as per the guidelines issued by the RBI/NABARD.

3. Allthe Branches of the Bank are fully computerized and all the transactions are take
care of by the Core Banking Solution which was adopted by the Bank in the phased
manner w.e.f 01st January, 2014 and thus the bank started providing Core Banking
Solution services to its customers. Also the customers are offered value added
services of electronic printing of their passbooks/ statements instead of
maintaining their pass book /statement records manually.

4. The Branch Manager of Lallubhai Chakla Branch, Bharuch lodged the FIR with A
Division Police Station, Bharuch on 7" August, 2015 against one of the staff
member for theft of eight packets containing gold ornaments missing with the
Branch. The Police Department has recovered all the said packets containing Gold
Ornaments from various goldsmiths. The Bank has approached the honorable
Court for release of the said packets containing Gold Ornaments from A Division
Police Station as the same packets belong to the borrowers of the Bank. Respecting
and complying with the interim order of the Honorable Sessions Court, Bharuch,
The Bank has given a Bank Guarantee of Rs.17 Lakhs in favor of Police Inspector A
Division Police Station Bharuch to release the said packets containing gold
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ornaments after following the due verification procedure. The Bank has released
five packets to the respective borrowers who availed the advance facility from the
Bank and the balance packets are lying with the Bank. The matter is sub-judicious.

The Bank has not entered into Foreign Currency Transaction during the financial
year.

The Bank has changed its depreciation policy from Straight Line Method basis to
Written Down Value basis from FY 2012-13 in respect of all the assets except
computer and Motor Vehicles. The Bank has followed the said policy in the year
under report and the Bank will continue to follow the same in the future years to
come unless it becomes necessary to change the policy on account of changes in
law or on account of change in the extant guidelines or any other reason as the
management deems fit.

During the financial year, the Bank has created a provision of Rs. 290.00 Lakhs for
taxation. The amount is provided after computing the total income in accordance
with the provision of the Income Tax Act, 1961 tacking into account, the available
deductions and exemptions. The Bank has not provided for Deferred Tax Assets/
Deferred Tax Liabilities. The reason for the same being consideration of prudent
concept owing to the fact that temporary timing difference on account of
depreciation as per books and depreciation as per Income Tax Act gave rise to
deferred Tax Assets.

During the financial year, the Bank has booked an Income Tax expense of Rs. 36.94
Lakhs for the FY. 2015-16 and reverses an excess provision of Income tax expense of
Rs. 1.82 LakhsfortheFY.2016-17.

As per RBI norm, unrealized interest in NPA account should not be capitalized in
borrower account, to comply with this norm, the Bank has reversed an interest of
Rs. 2688.75 Lakhs from borrower account to Interest Receivable Account.

Contingent Liabilities :

Income Tax Demand of Rs. 1956.45 Lakhs for the AY 2008-09 to AY 2016-17 is raised
by the Income Tax Department against which the appeal is filed by the Bank at

various appellate forums including the Honorable High Court, ITAT and

@
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For AY 2009-10 to 2012-13, The Hon'ble CIT (Appeals) has pronounced
judgment in favor of Bank and major issue decided in favor of Bank. The Bank has
been granted income tax refund of Rs. 525.22 Lakhs including interest of Rs.
122.30Lakhs. However, ACIT Bharuch has filed an appeal against the order of The
Hon'ble CIT (Appeals) at ITAT Ahmedabad.

Thus thereby total contingent liability of the Bank for the Income Tax is Rs.
1956.45 Lakhs of which Rs. 748.93 Lakhs has already been paid/adjusted which has
been shown as refund receivable in the financial statements.

(ii) A claim has been lodged by 3 Suspended employee of the Bank regarding their
Quashing and set aside the criminal Proceeding against him. The amount cannot be
ascertained.

(iii) Bank Guaranteeissued Rs. 24,00,000/-

11. DEAF Scheme- 2014: (Section 26A of Banking Regulation Act,1949)

The amount transferred to DEAF is mentioned as under: (AmountinRs. Crores)
Opening balance of DEAF 3.39 3.25
Add : Amount transferred to DEAF during the year. 0.18 0.20
Less : Amount reimbursed by DEAF towards claims. 0.10 0.06
Closing balance of DEAF 3.47 3.39

12. Investments (only SLR)
(A) Investment Held to Maturity :Rs.203.85 Crores
(B) Current Category Investment :Rs. Nil

Note : The Bank has transferred the entire investments which were classified under the
category of 'Available for sale' by 31% March, 2017 to the category of 'Held to Maturity' by
complying with the extant guidelines and instructions. Hence, the Bank is no more in
possession of investments which can be classified under the category of 'Available for sale'
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(i) Issuer Composition of Non SLR Investments:
(Rs. In Crores)

Extent of
below Extent of
Extent of Investment unrated Extent of

Issuer Amount private grade securities, "Unlisted
placements securities already Securities"
already  invested

invested
1 Public Sector Undertaking 5.00 5.00 -- 5.00 5.00
2 Financial Institutions 0.11 0.11 -- 0.11 0.00
3 | Co-operative Institutions 243.46 243.46 -- 243.46 243.46
4 | Other 1.75 0.00 -- 0.00 0.00

250.32 5 248.57

(ii)) Non Performing Non SLR investments :

Particulars Amount

Opening balance as on 01st April, 2018 1,50,01,000/-

Add : Additions during the year --

Less : Reduction during the above period --

Closing balance as on 31st March, 2019 1,50,01,000/-

Total 1,50,01,000/-

Note : The Bank has made the investments of Rs. 150.00 Lakhs in the form of Fixed Deposit
in Gujarat Small Industries Company Limited in the year 1997. The said investment in The
Fixed Deposit along with the eligible interest is not received by the Bank. Following the
prudential norms, the Bank has created a provision of Rs. 180.00 Lakhs towards the
overdue interest on said investments and the provision of Rs. 150.00 Lakhs towards
principal invested amountin the said fixed deposits in the preceding years. On non recovery
of the said principal and interest amount, the Bank has filed a suit for the recovery of the
said amount. The Honorable Gujarat high Court has pronounced the judgment on 13"
February 2014 vide letter no. L.P.A N0.1184 of 2008 in SP.C.Apli.N0.11314 of 2000 and
dismissed the appeal filed by the Bank. The reversal of provision relating to the principal
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amount along with the interest is subject to the approval of Central Registrar of Co-
Operative Societies.

And as per the Norms, Bank has also created a provision of Rs. 1,000/- towards the
Investment in Shares of The Gujarat State Co-operative Housing Finance Limited.

13. Advances to Directors, their relatives, Companies/Firms in which they are interested :

Outstanding

No. of Sanctioned Amount

Particulars Amount
A = llnCeldisy (Rs. In Lakhs)
1. Fund based 54 828.95 649.83
2. Non-fund based NIL NIL NIL

14. Average Cost of Deposits :

(i) InterestPaid on Deposit :Rs.4448.31 Lakhs
(ii) Average Cost of Deposits :4.57%

15. Informationon NPA's :
(a) GrossNPA's :Rs.9375.37 Lakhs
(b) NetNPA's :Rs. 745.47 Lakhs
(c) Percentage of Gross NPA'sto Total advances :13.03%
(d) Percentage of Net NPA's to Net Advances :1.18%

16. Movement of NPA's :

Particulars Amount (Rs. In Lakhs)

1 Total Gross NPA's as on 31st March, 2018 (a) 9,603.68
2 Less : Reduction in NPA's by :

(I) Recovery 1,157.16

() Up Gradation Nil

(111) Compromise / settlement 365.86

(IV) Interest Reversal 2,688.75

Total Reduction (b) 4,211.77
3 Add : New NPA's during the year (c) 3,983.46
4 Total NPA's as at the end of the year (a- b +¢) 9,375.37
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17. Profitability:

a | Interest Income as a percentage of Working Funds 7.01%

b | Non- Interest Income as a percentage of Working Funds 0.19%

¢ | Operating Profit as a percentage of Working Funds 0.43%

d | Return on Assets 0.40%

e | Business (Deposits + Advance) per Employee Rs. 474.82 Lakhs
f | Profit per Employee Rs. 1.54 Lakhs

18. Provisions:

A | Provisions on NPA's required to be made Rs. 3,307.08 Lakhs
B | Provision on NPA's actually made Rs. 8,629.90 Lakhs
C | Provision required to be made in respect of overdue Rs. 2,560.51 Lakhs

interest taken into income account, gratuity fund,
provident fund, arrears in reconciliation on inter

branch account etc.

D | Provision actually made in respect of overdue Rs. 4,612.62 Lakhs
interest taken into income account, gratuity fund,
provident fund, arrears in reconciliation on inter

branch account etc.

E | Provision required to be made on depreciation in Rs. 150.01 Lakhs
investment

F | Provision actually made on depreciation in Rs. 150.01 Lakhs
investment
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19. Movementin Provisions:

Particulars

Opening
balance
(Rs. in Lakhs)

Additions
during

the year

Reduction

during

the year
(Rs. in Lakhs) (Rs. in Lakhs) (Rs. in Lakhs)
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Balance at
the end of

the year

A | Towards NPA's 8,562.53 1183.08 1,115.71 8,629.90
B | Towards depreciations on 150.01 NIL NIL 150.01
Investments
C | Towards standard assets 286.50 NIL NIL 286.50
D [ Towards overdue interest | 5148.18 NIL 3096.06 2052.12
E [ Towards all other 184.25 NIL NIL 184.25
remaining items
under 19 above
F | INCA 403.68 2688.75 531.92 2560.51

20. Payment of Insurance Premium to DICGC, including arrears, if any :
The Bank has made regular payment of insurance premium to Deposit Insurance and
Credit Guarantee Corporation during the year on half yearly basis and a copy of stamped

receipt kept on record of such premium payments::

Period ended on Amount of premium Payment
31st March 2019 Rs. 48,80,148/- 21/11/2018
30th September 2018 Rs. 47,69,648/- 25/05/2018
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21. Penaltyimposed by RBI for any violation :
The RBl has notimposed any penalty during the financial year.

22. Information on extent of arrears in reconciliation of Inter Branch Account and Inter

Bank Accounts
Inter Branch Account :
Particulars No of entries Amount (Rs. In Lakhs)
Debit Entries - More than 6 Month 14 77.98
Credit Entries - More than 6 Month 24 82.44

Debit Entries - Less than 6 Month =S =

Credit Entries - Less than 6 Month 2 1.85
Inter Bank Accounts:
Particulars No of entries Amount (Rs. In Lakhs)

Debit Entries - More than 6 Month = =

Credit Entries - More than 6 Month 2 0.01

Debit Entries - Less than 6 Month -- =

Credit Entries - Less than 6 Month 5 0.02

23. Capital to Risk Weighted Asset Ratio (CRAR):

Capital Rs. 10,348.13 Lakhs
Risk Weighted Assets Rs. 68,899.09 Lakhs
Capital to Risk Weighted Asset Ratio 15.02
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24. Earnings perShare:

Particulars 2018-19 2017-18
Net profit after tax Rs. 5,61,50,504 Rs. 5,00,55,345
No. of Equity Shares outstanding 6,84,385 684270

as at the year end

Earnings per share Rs. 82.05 Rs. 73.15

Nominal value per share Rs. 100 Rs. 100

25. Previous Year Figures are regrouped and re-casted where ever necessary.
Signature to Annexure - 1 to 22

As perour Report & Notes of evendate Arunsinh A. Rana Karsanbhai G. Patel
FORA.K.OSTWAL & CO. Chairman Vice Chairman
CHARTERED ACCOUNTANTS  STATUTORYAUDITOR  Divyesh B. Gandhi
MNO. 140574 Inch. Manager / CEO
C.A. AMIT M. AJAGIYA FRN.107200W
PARTNER DT. 25-04-2019
BHARUCH
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