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Auditor's Report

To

The Members,

The Surat Mercantile Co-Operative bank Ltd.
7/359-60, Modi Compound,

Lala Drwaja, Main Road,

Surat 395 003.

Report on Audit of the Standalone Financial Statements Opinion

We have audited the standalone financial statements of The Surat Mercantile Co-Operative Bank ('the Bank"), which comprise the
Balance Sheet as at 31 March 2021 and the Statement of Profit and Loss for the year then ended, and notes to financial statements
including a summary of significant accounting policies and other explanatory information in which are included returns for the year
ended on that date. 13 branches audited by us. Also included in the Balance Sheet and the Statement of Profit and Loss are the returns
from 0 branches which have not been subjected to audit. These unaudited branches account for0 percent of advances,0 per cent of
deposits, 0 per cent of interest income and 0 per cent of interest expenses.

In our opinion and to the best of our information and according to the explanations given to us, except for the effect of the matter
described in the basis for Qualified Opinion paragraph, the aforesaid standalone financial statements give the information required
by the Gujarat Co-operative Societies Act 1961 and Banking Regulation Act, 1949 in the manner so required and give a true and fair
view in conformity with the accounting principles generally accepted in India.

a. in the case of the Balance Sheet, of the state of affairs of the Bank as at march 31,2021: and
b. in the case the Profit and Loss Account, of the profit for the year ended on that date.
Basis for Opinion

We conducted our audit in accordance with the Standards on Auditing (SAs) issued by ICAIL Our responsibilities under those

Standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We

are independent of the Bank in accordance with the code of ethics issued by the Institute of Chartered Accountants of India together

with ethical requirements that are relevant to our audit of the financial statements in [jurisdiction], and we have fulfilled our other

ethical responsibilities in accordance with these requirements and the code of ethics

Responsibilities of Management and Those Charged with Governance for the Standalone Financial Statements

1. The Bank's Board of Directors is responsible with respect to the preparation of these standalone financial statements that give a
true and fair view of the financial position, financial performance and cash flows of the Bank in accordance with the accounting
principles generally accepted in India, including the Accounting Standards issued by ICAI, and provisions of Regional Rural
Bank Act 1976, Section 29 of the Banking Regulation Act, 1949 and circulars and guidelines issued by the Reserve Bank of
India ('RBI') and Gujarat Co-Operative Society from time to time. This responsibility also includes maintenance of adequate
accounting records in accordance 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 judgments
and estimates that are reasonable and prudent; and design, implementation and maintenance of adequate internal financial
controls, that were operating effectively for ensuring the accuracy and completeness of the accounting records, relevant to the
preparation and presentation of the financial statements that give a true and fair view and are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Bank's ability to continue as a going concern,

disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless management

either intends to liquidate the Bank or to cease operations, or has no realistic alternative but to do.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material

misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a high

level of assurance, but is not a guarantee that an audit conducted in accordance with SAs will always detect a material misstatement

when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could

reasonably be expected to influence the economic decisions of users taken based on these financial statements.

As part of an audit in accordance with SAs, we exercise professional judgment and maintain professional skepticism throughout the

audit. We also:
Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.
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Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.
Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on 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 auditor's report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's report. However, future events
or 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 underlying transactions and events in a manner that achieves fair presentation.
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 control that we identify during our audit.
We also provide those charged with governance with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear
on our independence, and where applicable, related safeguards.
From the matters communicated with those charged with governance, we determine those matters that were of most significance in
the audit of the financial statements of the current period and are therefore the key audit matters. We describe these matters in our
auditor's report unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication
Other Matter
COVID 19 and consequential lockdown has prevented us from visiting the Zonal Office physically resulting in our testing being
limited to the documents received electronically. We have relied on the documents, explanations and certificates received
electronically.
We did not audit the financial statements / information of 0 branches included in the standalone financial statements of the Bank
whose financial statements / financial information reflect total advances of ?0 as at 31 st March 2021 and total revenue of ? 0 for the
year ended on that date, as considered in the standalone financial statements. The financial statements / information of these
branches have been audited by the branch auditors whose reports have been furnished to us, and in our opinion in so far as it relates to
the amounts and disclosures included in respect of branches, is based solely on the report of such branch auditors.
Our opinion is not modified in respect of this matter.
Report on Other Legal and Regulatory Requirements
1. The Balance Sheet and the Profit and Loss Account have been drawn up in accordance with Section 29 of the Banking
Regulation Act, 1949;
2. Subject to the limitations of the audit indicated in paragraphs 5 to 7 above and as required by the Banking Companies
(Acquisition and Transfer of Undertakings) Act, 1970/1980, and subject also to the limitations of disclosure required therein, w e
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 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; and
¢) The returns received from the offices and branches of the Bank have been found adequate for the purposes of our audit.
3. We further report that:
a)  in our opinion, proper books of account 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 purposes of our audit have been'received from branches not
visited by us
b) the Balance Sheet, the Profit and Loss Account aad-ihi Oldluiiunt uf Coali Flows dealt with by this report are in agreement
with the books of account and with the returns received from the branches not audited by us;
c) the reports on the accounts of the branch offices audited by branch auditors of the Bank under section 29 of the Banking
Regulation Act, 1949 have been sent to us and have been properly dealt with by us in preparing this report; and
d) Inouropinion, the Balance Sheet, the Profitand Loss Account arerthe Statement of Cash Flows-comply with the applicable
accounting standards, to the extent they are not inconsistent with the accounting policies prescribed by Gujarat Co-
Operative Society and RBI.

For K. C. Mehta & Co.
Chartered Accountants
Chirag S Bakshi Partner
. M. No : 47164

Place : VADODARA FRN : 106237W

Date : 14-06-2021 UDIN:21047164AAAAET7476
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Year end - 31 March 2021, and Notes To Fincial / Statements :
A. SIGNFICANT ACCOUNTING POLICIES

1 Accounting Convention

The Finincial statements are prepared by following the going concrn concept
on historical cost basis unless otherwise stated and confirm to statutory
provisions and practices prevailing inindia.

2 Use of Estimates

The preparation of 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 and
discloure of contingent liabilities at the date of the financial statement and the
results of operations during the reporting period end. although these estimates
are based upon management's best knowledge of current events and actions
actual results could differ from these estimates

3 Advances :

a. | Interms of guidelines issued by RBI, advances to borrowers are classified into
"performing" or "Non-performing" assets based on recovery of
principal/interest. Non-performing Assets (NPAs) are further classified as Sub
Standard, Doubtful and Loss Assets.

b. | Provision forstandard Assets is made at the flat rate of 0.40%
C. N.P.A. Provision:

Provision for losses made on non performing advances are on the basis of
assets classification and provisioning requirement as per the prudential norms
prescribed by the Reserve Bank of India and revised norms from time to time is
asunder

1) Sub Standerds @ 1 0%

2) Dobtful @ 100% of the unsecured portion plus 20%/30%/50% of

secured portion dependding on the period for which the advances has
remained doubtful

3) LossAssets @ 100%
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d. | Advances are stated atthe press value.

Provisions for performing assets is classified under the head "Standard
Assets Provision Fund" Provisions for non performing assets is classified
under the head " Bad and doubtful debts Fund."

4 Fixed Assets :

a. | Fixed assets arestated at their historical cost less depreciation

b. | Description is provided on staright line method and as per rates stated hereunder.

r. . R f
l\?o. Fixed Assets Depr?etgigtion
1 Building 5%
2 Furniture & Fixtures 10%
3 Safe Deposit Vault 5%
4 Vehicles 20%
5 Computer 33.33%
6 Dead Stock 10%
7 Air Conditionar 33.33%
5 Investments

a. | Thelnvestment portfolio of the bank is classified, in accordance with Reserve Bank of
India Guidelines, into three categories :
1). Held to maturity comprising of investments acquired with the intention to
hold them till maturity.

2). Held for trading comprising of investments acquired with the intention trade.
3). Available for sale comprising of investments, which are not classified in the
above two categorey

b. Investments are further classified as :

1). Central & State Goverment Securities

2). Approved Trustee Securities

3). Shares of Co-operative Banks

4). Shares

5). Other Investments (P.S.U. & A.F.l. Bonds)

C. Investments classified as Held to maturity are carried at acquistion cost unless it is
more than face value, in which case the premium is amortized over the period of
investment

d. Investments classified as Available for sale are marked to market script wise. The

provision for diminution in the value of investment is classified under the head
" investment Depreciation fund "

e. Profit or Loss on sale of investment, if any, is taken to theprofit and loss account.
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6 Employee Benefit
a. The Bank has created Group Gratuity Fund with LIC, The Premium has been charged
to profit and loss account

b. | The Bank has created Group Leave Fund with LIC, The Premium has been charged
to profit and loss account

C. The Bank's Contribution on accrual basis to goverment of India Employee's Provident
Fund is debited to profit and loss account.

7 Revenue Recognition :

The Income / Expenditure are accounted for on accrual basis expect following which
are accounted for on cash basis :

Interest and other inocme on Non Performing assets are recognized as per the
guidelines of Reserve Bank of India.

Dividend on Investments
Locker Rent

| @

alo

8 Impairment of Assets:

A substantial portion of the bank's assets comprise of ' Financial assets' to which
accounting standerd 28 "impairment of Assets" is not applicable. In respect to assets
to which Standerd applies, in the opinion of the management, there are no indications
internal or external which could have effect of impairing the value of assets to any
material exent as requiring recognition in items of the said standard.

9 Provisions :

Privosions involving substantial degree of estimation in measurement are recognized
when there is a present obligation as result of past events and it is probable that thers
will be an outflow of resources even though the amount cannot be determined with
certainty are represents only a best estimate in the light of available information
Contingent liabilities are not recognized but are disclosed in the notes.

Contigent Assets are neither recognized nor disclosed in the financial statements.

10 Events occuring after the balance sheet date :

Material adjusting events (that provides evidence of condition that existed at the
balance, sheet Date) occuring after the balance sheet date are recognized in the
financial statements. Non adjusting events (that are indicative of condition that arose
subsequent to the balance sheet date) Occuring after the balance sheet date that
represents material change and commitment affecting the financial position are
disclosed in the reports of the Board of Directios

11 Segment wise information :

Expect the banking segment the bank does not have any other operational segment.
The risk and returns of the Bank are affected predominantly by Banking operations
only which can be classified as primary segment.
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B. Notes on accounts

1. Disclosure of information as per RBI Guidelines
(As per RBI Circular UBD.Co.BPD.(PCB)Cir.No.52/12.05.001/2013.14 dated March 25,201(1%). Lacs)
1n L.acs

( in Lacs)

No. Particulars 31/03/2020 31/03/2021
i) | Capital to Risk Assets Ratio 11.80% 11.76%
ii) MOVEMENT OF CRAR:

Tier I Capital 3382.99 3644.09
Tier II Capital 400.80 535.57
Total Capital 3783.79 4179.66
Total Risk Weighted Assets 32063.80 35526.40
iii) | Investment (Includes Govt., Other Trust Securities, Bonds & Shares(SLR)
a) Book value & Face value of Investments
-Book Value 7195.46 11490.06
-Face Value 7250.00 11550.00
b) Market Value of Investments 7532.41 11755.28
¢) Issuer Composition of Non SLR Investments
R in Lacs)
Extent Of Below Extent of Extent of
No. Issuer Amount Rs. Investments grade "Unrated" "Unrated"
Securities Securities Securities
1 PSUs 0.00 0.00 0.00 0.00
2 Fls 0.00 0.00 0.00 0.00
3 Public Sector 0.00 0.00 0.00 0.00
4 Mutual Funds 800.00 0.00 0.00 0.00
5 Others 43.86 0.00 0.00 0.00
6 Provisions held 843.86 0.00 0.00 0.00
Non Performing Non-SLR Investments
® in Lacs)
Particulars Amount %
Opening Balance 25.00
Addition during the year -
Reduction during the year 25.00
Closing Balance 25.00
Total Provisions Held 25.00
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® in Lacs) R in Lacs)
2019-20 2020-21

iv) Advances Against 1436.14 1456.27

- Real Estate 0.00 0.00

- Construction business 0.00 0.00

- Housing 1436.14 1456.27

V) Advances against Shares & Debentures 0.00 0.00
vi) Advances to directors, their relatives, cos., firms in which they are interested

(Against Fixed Deposit) ® in Lacs) R in Lacs)

a) Fund based (Limit Sanctioned) 39.06 30.29

b) Non fund based 0.00 0.00

vii) | Average cost of deposits 5.74% 5.92%

viii) | NPAs 31.03.2020 31.03..2021

- Gross NPA 1056.23 1278.29

- % of Gross NPAs to Loans 3.62% 3.78%

- Net NPA -850.00 -664.09

- % of Net NPAs 0% 0%

ix) | Movement of NPAs & in Lacs) ® in Lacs)

- Opening Balance 719.73 1056.23

- Additions during the year 1027.04 839.82

- Total 1746.77 1896.05

- Less: Reduction during the year 690.54 617.76

- Gross NPA 1056.23 1278.29

- Net NPAs 0% 0%

X) Proﬁtabﬂity ® in Lacs) ® in Lacs)

- Interest Income as a % of average working funds 8.30% 8.18%

- Non-Interest Income as a % of average working funds 0.35% 0.42%

- Operating profit as a % of average working funds 1.14% 0.88%

- Return on average Assets 0.52% 0.51%

- Business (Deposits + Advances) per employee 471.21 629.28

- Profit per Employee 1.69 1.94

xi) | Provisions Towards: 2019-20 2020-21

a) NPA(including BDDR) 1906.23 1942.38

b) Depreciation in Investments 50.04 29.95

¢) Standard Assets 123.70 154.31
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xii) Movement in Provision

 in Lacs)
Sr. No. Particulars Opening | Addition | Reduction | Closing
a Towards NPAs 1906.23 36.15 - 1942.38
b Investment depreciation 50.04 4.91 25.00 29.95
c Towards Standard assets 123.70 30.61 - 154.31
d Prov.For Specified assets 46.99 - - 46.99

xiii) Foreign currency Assets & Liabilities : NIL

xiv) Payment of Insurance premium to DICGC (R in Lakh) During the year bank has paid Rs.58.39(Excluding GST)
(Previous year Rs.42.61) towards insurance Premium on deposits to DICGC as per norms prescribed by the Reserve Bank of India.

xv) Penalty imposed by RBI during the year-NIL

xvi) Restructured Accounts:

Classification of
advances
Standard Advances a. No.of borrowers - - -

Particulars Housing Loan | SME | Others

b. Amount outstanding - - -

c. Sacrifice - 4 -
Sub-standard Advances a. No.of borrowers - 50.88 -

b. Amount outstanding - - -

c. Sacrifice - - -
Doubtful Advances a. No.of borrowers - - -

b. Amount outstanding - - R

¢. Sacrifice - - _
Total a. No.of borrowers - 4 -

b. Amount outstanding - 50.88 -

c. Sacrifice - - -

The Bank has made provision of Rs..NIL on restructured advances under the head of
Standard Assets Provision.

xvii) Fixed Assets-Valuation/Revaluation Fixed assets are shown all the cost and no revaluation is doen.

xviii) Unclaimed liabilities under DEAF scheme 2014

 in Lacs)

Particulars 2019-20 2020-21
Opening Balance of amounts transferred to DEAF in Contingent A/c. 180.01 186.06
Add: Amounts transferred to DEAF during the year 6.05 3.76
Less: Amounts reimbursed by DEAF towards claims 0.00 0.00
Closing balance of amounts transferred to DEAF in Contingent A/c. 186.06 189.82
Closing balance of DEAF at RBI 186.06 189.82
Claim Receivable -
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II CLASSIFICATION AND VALUATION OF INVESTMENTS
The bank has classified as per RBI Guidelines as under

(1) SLR Investments;

i.) Permanent-(HTM Category) @ in Lacs)
Particulars Book value as on 31/03/2020 Book value as on 31/03/2021
State Govt. securities 4604.08 2591.38
Central Govt. Securities 2591.38 6625.02
Treasury Bill - 2273.66
Total 7195.46 11490.06
ii) Current Investments
i) AFS ® in Lacs)
Particulars Book Value As on Face Value As on MKT. value As on
31/03/20 | 31/03/21 31/03/20 | 31/03/21 31/03/20 | 31/03/21
State and Central Govt. Securities 997.33 4761.16 1000.00 4800.00 1042.57 4901.81
(including T Bill)
ii) HFT R in Lacs)
Particulars Book Value As on Face Value As on MKT. Value As on
31/03/20 | 31/03/21 31/03/20 | 31/03/21 | 31/03/20| 31/03/21
NIL NIL NIL NIL NIL NIL NIL

2. BREAK-UP OF TOTAL INVESTMENT

i) Held to Maturity @ in Lacs)
No. Particulars Book Value As on Fook Value As on MKT. Value As on
31/03/20 | 31/03/21 | 31/03/20| 31/03/21 | 31/03/20|31/03/21
1 State and Central Govt. Securities (including T Bill) 6198.13 | 6728.90 | 6250.00 | 6750.00 6489.82 | 6853.47
2 | Shares of Co-op. Bank 0.00 0.00 0.00 0.00 0.00 0.00
3 | Others 0.00 0.00 0.00 0.00 0.00 0.00
Total | 6198.13 | 6728.90 [ 6250.00 | 6750.00 | 6489.82| 6853.47

ii) Available for Sale ® in Lacs)
No. Particulars Book Value As on Fook Value As on MKT. Value As on
31/03/20 | 31/03/21 | 31/03/20 | 31/03/21 | 31/03/20| 31/03/21
1 State and Central Govt. Securities (including T Bill) 997.33 | 4761.17 1000.00 | 4800.00 1042.57 | 4901.81
2 | Shares of Co-op. Bank 18.86 18.86 18.86 18.86 18.86 18.86
3 Others 1625.00 | 825.00 1625.71 | 825.00 1600.21 | 820.09

Total | 2641.19 | 5605.03 | 2644.57 | 5643.86 | 2661.64| 5740.76
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iii) Held for Trading ® in Lacs)
Particulars Book Value As on Face Value As on MKT. Value As on
31/03/20 | 31/03/21 | 31/03/20 | 31/03/21 | 31/03/20 | 31/03/21
NIL 0.00 0.00 0.00 0.00 0.00 0.00
(4) RELATED PARTY DISCLOSURE
 in Lacs)
No. Particulars Directors/their relative CEO
1 Closing Balance as at year end (fund based) as on 31/03/2020 39.06 4.46
2 Closing Balance as at year end(Non fund based) 0.00 0.00
3 OD limit sanctioned during the year - -
4 Loans Disbursed during year 0.00 5.00
5 OD limit surrendered during the year 0.00 0.00
6 Outstanding OD/Loan as on 31/03/2021 30.29 4.25
7 Loans /OD outstanding Recovered 8.77 5.21
8 Interest Received 3.47 0.42
9 Remuneration & Sitting Fees 0.00 0.00

5) As per the instructions of RBI, the accounts in which KYC norms are not complied are frozen and no
operations are allowed in these accounts. The customers are informed to comply with the KYC norms
tocommence operations in the account.

\
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S.R. Name Date Units Nav Parches Value 31-3-2021
No. Market Value
1 L.148 1G SBI STD Fund 07/01/2021 | 1590590.069 25.0222 40000000.00 39800062.82
Reg Plan Growth
2 L348 RG SBI Banking & | 07/01/2021 16201.268 2450.9478 40000000.00 39708462.16
PSU Fund Reg Growth
80000000.00 79508524.98
Deposit Insurance and Credit Guarantee Corporation GSTIN: 27AAACD2094E1ZX ORIGINAL FOR RECIPIENT
] Reserve Bank of India, 2nd Floor, Opp. Mumbai Central Railway Station, PAN: AAACD2094E
Byculla, Mumbai — 400 008, India. Contact Person: Subhasis Roychowdhury
Telephone: 022 23084121 /Mansi Garg
Email: dicgc@rbi.org.in Contact Details: 022-23028213/022-23021149
Website: https:/www.dicgc.org.in
TAX INVOICE
Bill To GSTIN: 24AAAAT2934R272 Invoice No.: 2122/I0D/1033 Date: 19-May-2021
SURAT MERCANTILE CO-OPERATIVE BANK LTD PAN: AAAAT2934R Receipt Voucher No(s).: Date(s):
7/359, 60, UTKARSH, MODI COMPOUND, LAL DARWAJA, Attention to: _NA
MAIN ROAD SURAT Surat Gujarat 395003 Place of Supply: 24 - Gujarat

Institution Code: UCCBGJ00105

srno.]  Description | HSN/SAC Code Receiver's Liability| Taxable Value IGST CESS Total Value

Excl of GST Rate Amount Rate Amount
1 Premium on AD of HY ended 9971 2965714.80 0.00 2965714.80 18 % 533828.66 0.00 0.00 3499543.46
at SEP-21
2 Less Advance Adjusted (if 0 0.00 0 18 % 0.00 0.00 0.00 0.00
any)
3 Balance Payable 2965714.8 0.00 2965714.8 18 % 533828.66 0.00 0.00 3499543.46

Rupees in words: Thirty Four Lakh Ninety Nine Thousand Five Hundred and Forty Three .Four Six Paise Only

Payment Details

Please credit the amount in our bank account .Details are as follows

Account details for payment of premium to DICGC 3.

. Bank Name and Branch: Reserve Bank of India, Fort, Mumbai
. Beneficiary Name: DICGC

. Account no: 8705688

. IFSC Code: DICG0000002

ENEAN NI

For Deposit Insurance and Credit Guarantee Corporation

Terms and Conditions - ]

Authorized Signatory
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Hightlights 31-03-2021 (Rs. in Crore)
Share Capital 2.7.76 Deposits & Investment %.191.40
Deposits %.486.54 Loan & Advances %.337.82
Working Capital %.603.63 Net Profit %.2.55
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