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To,

INDEPENDENT AUDITOR'S REPORT
The Members

The Bhandara Urban Co-operative Bank Ltd. Bhandara
Report on the Financial Statements as a Statutory Auditor

We have audited the accompanying financial statements of The Bhandara Urban Co- operative Bank Ltd.
which comprise the Balance Sheet as at 31* March 2026 and the Statement of Profit and Loss for the year ended,
and a summary of significant accounting policies and other explanatory information incorporated in these
financial statements of the Bank along with its Branches and Extension counters audited by us for the period 1*
April 2025 to 31* March 2026.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation of these financial statements that give a true and fair view of
the financial position, financial performance and cash flow of the Bank in accordance with the Banking Regulation
Act 1949 (as applicable to colloperative societies), the guidelines issued by the Reserve Bank of India and the
guidelines issued by the National Bank for Agricultural and Rural Development, the Registrar of Cooperative
Societies, Maharashtra, the Maharashtra Colloperative Societies Act, 1960, and the Maharashtra Coll
operative Societies Rules, 1961, (as applicable) and generally accepted accounting principles in India so far as
applicable to the Bank. This responsibility includes 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 these financial statements based on our audit. We conducted
our audit in accordance with the applicable Standards by The Institute of Chartered Accountants of India and
under the MCS Act / BR Act / RBI guidelines. 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, whether due to fraud or error.

An audit involves performing procedures to obtain audit evidence about the amounts and 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 control relevant to the Bank's preparation and fair presentation of the
financial statements to design audit procedures that are 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.

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

Opinion

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 our audit and have found them to be satisfactory except the reservations made
hereunder.

(b) The Balance Sheet and Profit & Loss Account have been drawn up in the Form “A” & “B” respectively of
Schedule Ill to the Banking Regulation Act, 1949.

(c) There is no practice of disclosing prior period items separately in Profit & Loss Account as required by the
Accounting Standard AS(15 on Net Profit or Loss for the period, Prior Period items and Changes in Accounting
Policies issued by the Institute of Chartered Accountants of India. Such amounts have been included in their
natural heads of account and not separately disclosed in a manner that their impact on the profit for the year can
be perceived. The quantum is not ascertainable.

(d) Accounting of certain items like locker rent, commission on guarantees etc. is done in the year of receipt
instead of deferring it on the basis of usage of facility or period of guarantees, thereby it deviates from the principle
of Accounting Standard AS[19 on “Revenue Recognition”.

(e) The bank has not disclosed contingent liabilities arising due to disputes or litigation going at various forums
thus not complying with Accounting Standard AS[129 “Provisions, Contingent Liabilities and Contingent Assets”.
() Thetransactions of the Bank, which have come to our notice, have been within the powers of the Bank.

(9) Thereturns received from the offices and branches of the Bank have been found adequate for the purposes
of our audit.

(h) Inouropinion, the Balance Sheet and Profit and Loss Account comply with applicable Accounting Standards
except.

Bank had failed to comply with the provision of Accounting Standard 2 “Valuation of Inventory” at the
time of valuation of Stationery items; valuation of Stationery should be done at cost or NRV whichever is lower.

There is no practice of disclosing prior period items separately in Profit and Loss Account as required by the
Accounting Standard 5 on Net Profit or Loss for the period, Prior Period Items and Changes in
Accounting Policies issued by the Institute of Chartered Accountants of India. Such amounts have been
included in their natural heads of account and not separately disclosed in a manner that theirimpact on the profit
for the year can be perceived. The quantum is not ascertainable. (Not found any such item falling under prior
period item also confirmed by bank)

Accounting of certain items like locker rent, commission on guarantees, etc. is done in the year of receipt,
thereby deviates from the principles of Accounting Standard 9 on “Revenue Recognition” according to which
income relating to current year should be recognized on accrual basis, if there is no uncertainty regarding the
ultimate collectability and measurability.(Now taking in the year of accrual)

The bank has not worked out & provided for deferred tax assets/liabilities in compliance with the accounting
standard Accounting Standard 22 “Accounting for Taxes on Income” issued by ICAI.

The bank has not disclosed contingent liabilities arising due to dispute or litigations going on at various
forums. Thus, not complying with Accounting Standard 29 “Provisions, contingent Liabilities and
Contingent Assets”(Now showing as off balance sheet item)

The Bank has classified software under the "Computers" head instead of recognizing it as an Intangible
Asset, which is not in compliance with Account Standard-10 “Property, Plant and Equipment” and Account
Standard-26 “Intangible Assets”. Consequently, the classification of fixed assets and intangible assets is notin
accordance with the applicable accounting standards.

Subject to our observation above and in Part A, B and C of Audit Memorandum, In our opinion and to the
best of our information and according to the explanations given to us, the aforesaid financial statements together
with the Notes thereon give the information required by the Banking Regulation Act, 1949 (as applicable to co’!
operative societies), the Maharashtra Cooperative Societies Act, 1960, the Maharashtra Cooperative Societies
Rules, 1961 and the guidelines issued by the National Bank for Agricultural and Rural Development (as
applicable) and guidelines issued by Reserve Bank of India and Registrar of Cooperative societies, Maharashtra
in the manner so required and give a true and fair view in conformity with the accounting principles generally
accepted in India:

(a) inthe case of the Balance Sheet, of the state of affairs of the Bank as at 31*March 2026.

(b) inthe case of the Statement of profit and loss of the profit/loss for the year ended on 31* March 2026.

Report on Other Legal and Regulatory Matters

The Balance Sheet and the Profit and Loss Account have been drawn up in accordance with the provisions of
Section 29 of the Banking Regulation Act, 1949 read with provisions of the Maharashtra Coloperative Societies
Act, 1960 & Maharashtra Colloperative Societies Rules 1961.

We furtherreport that:

(i) The Balance Sheet and Profit and Loss Account dealt with by this report are in agreement with the books of
accountand the returns.

(ii) Inouropinion, proper books of account as required by law have been kept by the Bank so far as appears from
our examination of those books.

(iii) The reports on the accounts of the branches audited by us / branch auditors have been dealt with in
preparing our report in the manner considered necessary by us.

(iv) As per the information and explanations given to us and based on our examination of the books of account
and other records, we have not come across material instances in respect of the details mentioned in the Rule
69(6) of Maharashtra Colloperative Societies Rules 1961.

(v) Fortheyearunderaudit, the bank has been awarded “A” classification.

ForSSAM & Co.
Chartered Accountants

FRN: 129812W

THE BHANDARA URBAN CO-OPERATIVE BANK LTD; BHANDARA
H.O.: GANDHI CHOWK, NEAR POLICE STATION, BHANDARA - 441 904

Notes forming part of the Balance Sheet, Profit and Loss Account for year ended March 31,
2026

A)ADVANCES

» Provisioning for Advances and Overdue Interest Reserve:

e The classification of advances into Standard, Sub-standard, Doubtful and Loss assets as well as
provision on nonperforming advances has been arrived at in accordance with the guidelines issued
by the RBI from time to time. In addition to this, a general provision on standard assets has been
made @ 0.40% of the outstanding amount on a portfolio basis except in the case of direct advances
to Agricultural and SME sector @ 0.25%, advances to Commercial Real Estate (CRE) @ 1% and
Commercial Real Estate- Residential House Sector @ 0.75%.

e The overdue interest in respect of non-performing advances is provided separately under “Overdue
Interest Reserve” as per the directives issued by RBI.

¢ Prudential Floating Provision of Rs. 631.80 lacs are held as at 31.03.2026 in respect of Gross Non-
Performing & Standard Advances over and above the minimum prescribed by RBI with a view to
strengthening the financial stability of the Bank, as per RBI guidelines.

e The Bank has not exceeded the prudential exposure limit in respect of individual / Group Account.

»Additional disclosure of information as per the guidelines of Reserve bank of India:

Sho Particulars 310322 6 310322 5
1, Coptd  to Risk Assels  Rdlio 15.9 1831
2 Inesmert in Cenrd/Sate Gt & Gther approved  securities.

. Book \ele 1664300 1751682

i Face Vdue 166 00.00 1740000
3 Adancss  Against

. Red Etate 29 16198

i Construcion~ Business 000 2413

iil. | Housing 31116 402840
4 Adancss  aganst Srare & Debentures - -
o) Adancss o dredor,  ther reldives, conpenies  / fims in which

they ae interested

i. | Fnd Bosed - -

i | Non -funded  Besed - -
6. Average  oost of deposit 501 47
7 [i Jow WA 108 B

il. | Nt NPAs 16290 B
8 Myvement  in NPAs

i, % age of Goss NPAs to Totd  Advanoes 58 % 804%

i. | %ae o Nt NPAs fo Net Advances -049 % 0.36%
9 Profitability

a | Interest inoone & a percentage  of working  funds. 1%% 1%%

b | Non -irferest inoome & peroentage  of working funds 0% % 025%

C. | OpedlingGoss  profit & apercentage  of warking  funds. 0.32% 043%

d | Rfun on Assets (ONGROSSPROAT) 0.32% 042%

e | Busness (Deposits + Advances) per enployee 4456 3686

f. QperaingGoss ~ profit per employee 101 064
10. Povsion  nmede tonads  NPAs duing the year - -
1. Provision & on

a | Tonads NPAs 21874 21874

b. | Tosads depreddion o investrents 5%.13 %13

c | Towards standhd  assels 13032 13032
12 |a |Foegn Queny assels - -

b | Foregn curency  lieblities - -
- 0OGS - o 51205 08.065.204

um & on
G - 20065206 06.11.204

Disclosure as per prudential Norms on Management of the Non SLR Investment portfolio by urban Co-
operative banks as on 31.03.2026 (As per RBI Circular No.BPD. PCB. CIR.45/16.20.00 / 2003-2004
dated 15th April 2004)

» Issuer Composition of Non SLR Investments

Extort o below Btet :
o Issuer Aot investrent urated E’msg:"ﬁz"d
gradesecur  ities securities
1 PSWs } i i ;
2 s ; ; } ;
3 | Naowizd Bt ] ; ] ]
4 | Otes 0B ; ] ]
5| Doteriures 8B 100750
6 | Rojson ad : : :
{ovrdepeciaion) 1)1
Toa %R

> Disclosure with respect to 'The Depositor Education and Awareness Fund Scheme,
2014' (DEAF) as per RBI Circular dated 27.05.2014

Amount (In Lakhs )
Particulars 31.03.202 6 31.03.202 5
Opening balance of amounts transferred to DEAF 353.39 320.12
Add: Amoun ts transferred to DEAF during the period 28.50 33.30
Less: Amount reimbursed by DEAF towards claims 07.20 0.00
Closing balance of amounts transferred to DEAF 374.70 353.39

Previous year's figures are regrouped or rearranged, wherever necessary, to conform to the layout of the accounts
of the currentyear.

A) REVALUATION RESERVE

> The Land and Premises of the bank have been revalued last year. As explained bP/ bank revenue its Properties
in every three years but as per RBI circular RBI/2006-2007/230/UBD/PCB CIRN026/15.05.000/06-07 the

frequency of revaluation should be determined based on the observed volatility in the prices of the assets in the

past. The bank should adhere to the principle meticulously while changing the frequency of revaluation for

particular class of assets and should make proper disclosure in this regards.

BASIS OF PREPARATION

The financial statements have been prepared and presented under the historical cost convention on the

accrual basis of accounting, unless otherwise stated and comply with generallg acctglpted accounting

principles, statutory requirements prescribed under the Banking Regulation Act,1949 and The Maharashtra

Co-operative Societies Act, 1960 and Rules 1961, circulars and guidelines issued by the Reserve Bank of

India (R88 from time to time, the Accounting Standards (AS) issued by the Institute of Chartered Accountants

of India (ICAl) as applicable and current practices prevailing within the banking industry in India.

USE OF ESTIMATES

> The preparation of the financial statements, in conformity with generally accepted accounting principles,

requires Management 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 the financial statements.

Actual results could differ from those estimates. Management believes that the estimates used in the

preparation of the financial statements are prudent and reasonable. Any revision to the accounting estimates

are recognized prospectively.

SIGNIFICANT ACCOUNTING POLICIES

» Accounting ConventionAS 1:

The financial statements are drawn up in accordance with the historical cost convention (as modified by

revaluation of premises) and ongoing concern basis.

The financial statements also confirm to the RBI guidelines issued from time to time on Income Recognition,

Asset Classification, Provisions and other related matters and Accounting Standards (AS) applicable to UCB.

Valuation of Stock of Printing & Stationery AS 2:

Stocks of Printing & Stationery, Consumables are stated at cost.

Cash Flow Statement AS 3:

Bank has prepared Cash Flow Statement as per AS 3.

Contingencies & Event Occurring After Balance Sheet Date AS 4:

There is no contingency and event occurring after the Balance date, which affects the condition existing at the

balance date.

Prior Period Iltems AS 5:

There is no gractice of disclosing prior period items separately in Profit and Loss Account as required by the

Accounting Standard AS-5 on Net Profit or Loss for the period, Prior Period Items and Changes in Accounting

Policies issued by the Institute of Chartered Accountants of India. Such amounts have been included in their

natural heads of account and not separately disclosed in a manner that their impact on the profit for the year

can be perceived.

Revenue Recognition (AS 9):

Items of income and expenditure are accounted for on accrual basis

Income from non-performing assets is recognized to the extent realized, as per the directives issued by RBI.

Interest on Government Securities and other fixed income securities is recognized on accrual basis.

Loan Processin? Fees, Commission on issuance of Bank Guarantees, Dividend on Shares, Insurance Claims

and Locker Rentare recognized on cash basis.

Commission on issuance of Bank Guarantees and Locker Rent are recognized on cash basis.

Commission exchange and brokerage are recognized on realization.

Income & Expenditure subject to Goods &Service Tax are accounted Net of Tax.

Fixed Assets AS 10 and Depreciation:

Premises (including Freehold Land): These are stated at the revalued amounts less depreciation.

Depreciation on revalued portion of Premises is adjusted against Revaluation Reserve.

Computers are depreciated @33.33% as per the guidelines of the Reserve Bank of India from this year.

Otherfixed assets viz.

Building & Furniture and Fixtures are depreciated @ 10% on written down value method

Electric Equipment & Vehicle are depreciated @ 15% on written down value method

Costincludes incidental expenses incurred on acquisition of assets

Capital Expenditure is depreciated @ 25% on written down value

Depreciation on fixed assets purchased during the year is charged for the entire year if the asset is purchased

for 180 days or more; otherwise it is charged at 50% of the normal rate. No depreciation is charged on fixed

assets sold during the year.
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» Investments AS 13:

1. Categorization ofinvestment:

In accordance with guidelines issued by RBI, the Bank classifies its investment portfolio into the following three
categories:

2. Held to Maturity' - Securities acquired by the Bank with the intention to hold till maturity.

3. Heldfor Trading' - Securities acquired by the Bank with the intention to trade.

4. Available for Sale' - Securities which do not fall within the above two categories are classified as 'Available for
Sale'.

5. Classification of Investments:

For the purpose of disclosure in the Balance Sheet, investments are classified as required under Banking
Regulation Act, 1949 and RBI guidelines as follows:- Government Securities, Shares in co-operative
institutions, PSU Bonds and other Investments.

6. Valuation of Investments:

i. Held to Maturity' — These investments are carried at their acquisition cost. Any premium on acquisition is
amortized over the balance period to maturity, with a debit to Profit & Loss Account. The book value of security
is reduced to the extent of amount amortized during the relevant accounting period.

ii. Held for Trading' — The individual scrip in the HFT category is marked to market at the year end. The net
resultant depreciation in each classification is recognized in the Profit and Loss Account. Net appreciation, if
any, isignored.

iii. Available for Sale' — The individual scrip in the AFS category is marked to market at the year end. The net
resultant depreciation in each classification is recognized in the Profit and Loss Account. Net appreciation, if
any, isignored.

7. Market value of Government Securities (excluding Treasury Bills) is determined on the basis of the price list
published by RBI or the prices periodically declared by PDAI jointly with FIMMDA for valuation at year-end.
Equity shares are valued at cost.

8. Composition of Investment Portfolio As on Date 31.03.2026

> Employee Benefits AS 15:

Gratuity:

. Payment under Group Gratuity (Cash accumulation) Policy is made with Life Insurance Corp. of

India as per contribution for the year as determined by the corporation.

The Bank provides for gratuity to all the employees. The benefit vests upon completion of five
years of services and is in the form of lump sum payment to employees on resignation, retirement,
death while in employment or on termination of employment, an amount equivalent to 15 days' salary
plus eligible allowances payable for each completed year of service, as per the Payment of Gratuity
Act, 1972. The Bank makes contribution to funds administered by trustees and managed by LIC of
India.

. The defined gratuity benefit plans are valued by an LIC as at the Balance sheet date, using the
projected unit credit method as per the requirements of AS-15 “Employee Benefits”, to determine the
present value of the defined benefit obligation and the related service cost. Under this method, the
determination is based on actuarial calculation, which includes assumptions about demographics,
early retirement, salary increase and interest rates. Actuarial gain or loss is recognized in the
Statement of Profitand Loss.

. There has been no default reported by the employees in respect of Receipt of Gratuity from the
Life Insurance Corporation of India

. Value of fund as per LIC balance statementwas Rs.1105.10 lacs.

Gratuity Fund and Gratuity Investment maintained with LIC will be recognized and classified in
the balance sheet by the bank in the next financial year.

Provident Fund:

eThe Employer's Contributions in respect of Provident Fund is charged against revenue every year.
Leave Encashment:

eThe liability of leave encashment s provided on the basis of Actuarial valuation as at the Balance sheet

mm Ow Shares Demen;s;md ez l.i”ﬁmts date and considered as defined benefit scheme. The actuarial valuation carried out as per projected
FadtoNetury & = Ilies unit credit method.
Goss NI 00 00 00 MR 6.00 eThe fund value of Leave Encashment with LIC is Rs.655.10 Lakhs.
Less : Provision for deprediation & eTable showing discounting rate and salary escalation rate:-
NPl 000 000 000 000 000
Net 1105274716.00 000 000 000 1105274716.00 Sr. No. Particulars Gratuity Leave Encashment
Available for Sale : o o
Guss 810024880 000 | 73000 0 | 10075000000 SiT747eE_ 00 L DiscoliNgialc ACSY (L2
Less : Provisionfor deprecdion & 2 Salary Escalation Rate 7.00% 7.00%
NPl 16688010 .00 000 000 1825000 .00 18513010 .00 .
Net ToHZ648_ (0 000 | 7301000 50 000 wygs | ~ Segment Reporting AS 17
Held for Trading e The entire operation of the bank is one composite banking business, not liable to
Goss _ 000 000 00 000 000 different risk and rewards. Consequently in the opinion of the bank “Segment
less Provisionfor depredafion &N P 00 00 0 00 0m Reporting AS 17” issued by the Institute of Chartered Accountants of India, is
Net 000 000 000 000 0w applicable to the Bank and bank will make the compliance of the above accounting
glNVESWB«T ———— TERREEH i = standard in the coming future years.
less Provison for depregaion &P 51301000 000 000 000 wamm | > Operating Leases AS 19
Net 1746068898 .00 000 | 7301000 000 1746141908 .00 Lease rental obligations in respect of assets taken on operating lease are charged to
9. Movement of Provisions for Depreciation and Investment Fluctuation Reserve Profitand Loss Account on straightline basis over the lease term.
— D 526 ——— » Accounting of Taxes forIncome AS 22
- o - - e The Bank has not provided for the Deferred Tax Asset/ Liability in compliances to the
Moverrent of provisions held towards depreciation on investments (IDR) Accounting Standard AS— 22 “Accounting for Taxes on Income” issued by the Institute
QOpering balance 561301000 561301000 of Chartered Accountants of India. The amount is not ascertainable.
Add Povisorsmededuing the year 12900000.00 00 | » ImpairmentofAssets AS 28
Less: White off/ wite beck of excess provisions during the year 000 000 Since the Bank has ascertained that there is no material impairment of any of its assets,
Qoshgbalas 185130100 51301000 no provision on account of impairment of assets is required to be made.
- e R : ' » Provisions, Contingent Liabilities and Contingent Assets AS 29
- e Quantification of various provisions is being done in accordance with the accounting
Operlngt?d.a'm ' 01M104%.64 36230184.64 SEMREGE.
Gt P'“_"S'° rs"?jed"”gmm — Y BBIO | ¢ Contingent Liability:- Guarantee Issued: Rs.2.50 Lakhs.
Less Witeoff _wite beck of excess provisicns drng the yeer 00 0 | o During the financial year bank had not recognized contingent assets.
Closing balance 3011049564 3011049564 ForSSAM & Co.
Qlosing belance in IFR as a percentage of dosing balance of investments in AFS 429 6.05% Chartered Accountants
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