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Independent Auditor’s Report 

To 

The Members 

Ellaquai Dehati Bank  

Nirmaan Complex, 3
rd

 Floor 

I.G Road, Barzulla 

Srinagar (J&K) 

 

 Report on Audit of the Standalone Financial Statements 

 

Opinion  

 

1.We have audited the standalone financial statements of Ellaquai Dehati Bank except 

Statement of Cash Flows, which comprise the Balance Sheet as at 31 March 2024, the 

Statement of Profit and Loss and the Statement of Cash Flows (not provided) 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 of 21 branches audited by us and 72 branches audited by statutory branch 

auditors. The branches audited by us and those audited by other auditors have been selected 

by the Bank in accordance with the guidelines issued to the Reserve Bank of India. Also 

included in the Balance Sheet, the Statement of Profit and Loss and Statement of Cash Flows 

(not provided) are the returns from 20 branches which have not been subjected to audit. 

These unaudited branches account for 14.96 percent of advances, 9.59 percent of deposits, 

8.86 per cent of interest income and 7.77 per cent of interest expenses. 

 

2.In our opinion and to the best of our information and according to the explanations given to 

us, the aforesaid standalone financial statements except Statement of Cash Flows give the 

information required by the Banking Regulation Act,1949 in the manner so required for bank 

and are in conformity with accounting principles generally accepted in India and:  

a. the Balance Sheet, read with the notes thereon is a full and fair Balance Sheet containing 

all the necessary particulars, is properly drawn up so as to exhibit a true and fair view of the 

state of affairs of the Bank as at 31
st
 March,2024; 
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b. the Profit and Loss Account, read with the notes thereon shows a true balance of profit/loss 

(as applicable); and 

c. the Cash Flow Statement gives a true and fair view of the cash flows for the year ended on 

that date.(Not provided) 

 

 

Basis for Opinion  

 

 

3. We conducted our audit in accordance with the Standards on Auditing (SAs) issued by 

ICAI. 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 and we have fulfilled our other ethical responsibilities in 

accordance with these requirements and the code of ethics. We believe that the audit 

evidences we have obtained is sufficient and appropriate to provide a basis for our opinion. 

 

 

Key Audit Matters 

 

 

4. The Bank need to improve the automation system to downgraded the accounts 

automatically if it not fulfils the requirement of Standard Assets. 

 

 

Responsibilities of Management and Those Charged with Governance for the 

Standalone Financial Statements 

 

 

5.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 Section 29 of the Banking Regulation Act, 1949 and circulars and 

guidelines issued by the Reserve Bank of India (RBI) from time to time. This responsibility 

also includes maintenance of adequate accounting records in accordance with the provision of 

the Act for safeguarding of the assets of the Bank and for preventing and detecting frauds 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 

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 but to do so.  

 

Auditor’s Responsibilities for the Audit of the Financial Statements  

 

 

6. 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 

consider material if, individually or in the aggregate, they could reasonably be expected to 

influence the economic decisions of users taken on the basis of 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. 

 Obtain an understanding of internal control relevant to the audit in order to design audit 

procedures that are appropriate in the circumstances. 

 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 communicate 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 

 

 

7. We did not audit the financial statements / information of 20 branches included in the 

standalone financial statements of the Bank whose financial statements / financial 

information reflect total assets of Rs. 11680 lakhs as at 31st March 2024 and total revenue of 

Rs. 1078.59 lakhs for the year ended on that date, as considered in the standalone financial 

statements. Also, We did not audit financial statements / information of 72 branches included 

in the standalone financial statements of the bank whose financial statements / financial 

information reflect total assets of Rs. 40,024 lakhs as at 31
st
 March 2024 and total revenue of  

Rs. 3392.64 lakhs  for the year ended on that date, as considered in standalone financial 

statements. The financial statements / information of these 72 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, are based solely on the 

report of such branch auditors.  

 

 

8. The opinion expressed in the present report is based on the limited information, facts and 

inputs made available to us through electronic means by the bank management- 

 Inspection, observation, examination and verification of the original documents/ files 

 Physical verification of cash/ gold/stationery items including adequate internal controls 

thereof  

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

 Verification of the valuation and legal reports of the Immovable properties charged to the 

bank branch  

 Scrutiny of the cash credit facility documents files / Stock statements and other QIS 

submitted by borrowers 

 Scrutiny of the Sanction / Renewals / Review / appraisal / disbursement / compliance and 

detailed documentation as per laid down procedures including execution of requisite 

documentation  

 Examination of the Inspection / visit reports of the branch officials  

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

 Examination of the FA register, physical verification process / Stationery movements 

records  



 
 

 Verification of various bank records in relation to bank guarantees / Letter of credit / 

letter of comforts etc.  

 Adequate audit procedures for various assertions specified in Ghosh & Jilani Committee 

Reports  

 Observation with regard to access controls and data security  

 Verification for timely receipt of the stock / book statements / FSs / QIR from borrowers 

and scrutiny thereof  

 Physical verification of investments (If applicable). 

 

 

9. The following observations require immediate attention: 

 KCC loans granted by the bank needs to be monitored closely and periodically for their 

repayment and recovery. These loans amounts to major exposure of the bank thus require 

urgent attention. 

 Demand loans against FDRs & Gold, should be regulated through a uniform circular, also 

the interest recovery on the same shall be done either quarterly, half yearly or annually. 

 Observed major operational inefficiency in bank. CKYC of numerous accounts still 

pending to be updated this number accounts for approx. 18%. Risk categorization 

updation in CIF is automated during the FY. 

 Bank should discourage single control oriented branches to avoid risk of frauds. 

 Cash Management at branch level should be closely monitored.  

 Closing Cash in hand, as on 31st March, 2024 is as certified by the Management. 

 Interest on various Investments (SLR, TDR and Mutual Fund) as certified by the 

Management have been relied upon. 

 NPA management and provision should be properly monitored. 

 

 

Report on Other Legal and Regulatory Requirements  

 

 

10. The Balance Sheet and the Profit and Loss Account have been drawn up in accordance 

with Section 29 of the Banking Regulation Act, 1949; 

 

 

11. Subject to the limitations of the audit indicated in paragraphs 5 to 9 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, 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 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  

c) The returns received from the offices and branches of the Bank have been found adequate 

for the purposes of our audit. 

 



 
 

12. As required by the RBI’s letter no. DOS.ARG.NO.6270 /08.91.001/2019-20 dated March 

17, 2020 as amended (“RBI Directives”), we report that:  

a) The observation or comments on financial transactions or matters which have any adverse 

effect on the functioning of the Bank / Branch,  

 

During the audit process for the financial year 2023-24, it has come to the attention from the top 

management of Ellaquai Dehati Bank that a significant fraudulent activity occurred at the 

Lohrgam branch. This activity occurred within the unique operational framework of a branch, 

where the sole individual in control had unfettered authority over branch operations. 

 

Specifically, it was discovered that the branch manager, operating without adequate oversight, 

engaged in the unauthorized opening of 17 fictitious demand loan accounts. Notably, these 

accounts were opened without the requisite consent from customers and devoid of the necessary 

execution of loan documentation. Furthermore, no collateral or security was obtained, with 

transactions limited to mere entries within the CBS system. 

 

This fraudulent scheme involved the disbursement of funds through various channels, including 

cash disbursements and routing through intermediary banks, ultimately culminating in the transfer 

of funds to the personal accounts of the branch manager and their spouse. 

 

The total financial impact of this fraudulent activity amounted to a substantial sum of 79 lakhs. 

 

Such actions represent a flagrant breach of trust and a fundamental violation of established 

banking protocols and regulatory standards. Immediate remedial measures have been instituted, 

including the termination of the implicated branch manager and the implementation of robust 

internal controls and oversight mechanisms to mitigate future risks of similar malfeasance. 

 

Ellaquai Dehati Bank is unwavering in its commitment to upholding the highest standards of 

integrity and accountability. As such, we remain steadfast in our dedication to fortifying internal 

controls and risk management frameworks to safeguard the interests of our stakeholders. 

 

This matter has been expeditiously reported to the relevant regulatory authorities by the bank, and 

the bank is fully cooperating with ongoing investigative efforts. 

 

b) The qualification, reservation or adverse remarks relating to the maintenance of accounts 

and other matters connected therewith, if any. 

 

13. We further report except for the Statement of Cash Flows 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 and the Statement of Cash Flows (not 

provided) dealt with by this report are in agreement with the books of account [and with 

the returns received from the branches not visited 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) In our opinion, the Balance Sheet, the Profit and Loss Account and the Statement of Cash 

Flows (not provided) comply with the applicable accounting standards, to the extent they 

are not inconsistent with the accounting policies prescribed by RBI. 

   

FOR R.K. DEEPAK & CO. 

Chartered Accountants 

FRN: 003145N 

 

 

 

 

KETAN KHANNA 

Partner 

Membership No:548347 

Place: Srinagar 

Date: 30
th

 April 2024 

UDIN: 24548347BKALXD5027 

 




