












































PARIK& CO 
CHARTERED ACCOUNTANTS 

NAGALAND RURAL BANK 

Since 1961 

INDEPENDENT AUDITOR'S REPORT 

FOR THE FINANCIAL YEAR 2024-2025 

A 
www.parikca.com 

Head Office: Aasheerwad, Namghar Path, Natun Chachal, Six Mile, Guwahati 781022 
M: +91 9431111698, 96084 11698 " E: parikca@gmail.com 



PARIK & CO 
CHARTERED ACCOUNTANTS 

To, 
The Members of NAGALAND RURAL BANK. 

Report on Financial Statements: 

INDEPENDENT AUDITOR'S REPORT 

Since 1961 

1. We have audited the accompanying Financial Statements of NAGALAND RURAL BANK, 
as at 3 1st March 2025, which comprises the Balance Sheet as at 31st March 2025 and Profit 
and Loss Account for the year then ended and notes on financial statements including a 
summary of significant accounting policies and other explanatory information. Incorporated in 
these Financial Statements are 8 Branches audited by us and 5 Branches not subjected to 
audit.. The Branches audited by us and those not subjected to audit have been selected by the 
Bank in accordance with the guidelines issued to the Bank by Reserve Bank of India and/ or 
NABARD. These unaudited branches account for 23.32% of advances, 9.86% of deposits, 
23.39% of interest income and 9.49% of interest expenses. 

Basis of Opinion: 

2. In our opinion and to the best of our information and according to the explanations given to 
us, the aforesaid financial statements give the informations required by the Regional Rural 
Banks Act, 1976 ( the Act) in the manner so required for Bank and are in conformity with 
accounting principles generally accepted in India and give: 

a) true and fair view in case of Balance Sheet, of the state of affairs of the Bank as at 
31st March 2025; and 

FRN 

A 
www.parikca.com 

b) true balance of profit in case of Profit & Loss Account for the year ended on that date: 
and 

s02147EE 
(1961) 

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 Financial Statements section of our report. We are 
independent of the Bank in accordance with the code of ethics issued by ICAI together with 
ethical requirements that are relevant to our audit of financial statements, and we have 
fulfilled our ethical responsibilities in accordance with these requirements and the code of 
ethics. We believe that the audit evidence we have obtained is sufficient and appropriate 
provide a basis for opinion. 
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Key Audit Matters: 

4. Key audit matters are those matters that, in our professional judgment, were of most 
significance in our audit of the financial statements of the current period. These matters were 
addressed in the context of our audit of the financial statement as a whole, and in forming our 
opinion thereon, and we do not provide a separate opinion on these matters. 

Balance wvith Bank and Money at Call and Short Notice, Advances and Investments constitute 
40.01%. 38.52% and 14.46% respectively of total assets of the bank. As these assets form 
part of a major portion of the business of the bank and there is substantial regulatory 
compliance involved therein therefore , we have considered this aspect as Key Audit Matter. 

We have determined the matters described below to be the key audit matters to be 
communicated in our report. 

SL.No. Key Audit Matters 

1 

b) 

c) 

2, 

a) 

FRN 

Balance with Bank and Money at Call 
and Short Notice 
Existence and Accuracy: 
Physical verification of cash on hand at 
the balance sheet date, or at a date close 
to it. 

A thorough bank reconciliation is crucial 
to ensure that the bank balance as per the 
company's books matches the balance 
reported by the bank. 

Review of supporting documentation, 
such as bank statements, transaction 
details, and confirmations, to verify the 
accuracy of the reported balances. 

Value and Classification: 

To confirm that money at call and short 
notice are classified appropriately as 
current assets, reflecting their expected 
short-term liquidity, according to ICAI 
Guidelines or as per relevant accounting 
standards. 

Auditors Response 

We have relied upon Physical 
Verification Certificate close to the year, 
produced by the bank, which were signed 
by at least two Banks Officials and 
formed the opinion that Cash on hand 
reflected in Financial Statement is true 
and fair. 

We have reviewed and relied upon bank 
transactions, latest bank Reconciliation 
Statement and Bank Confirmation Letter 
produced for our verification and formed 
the that Bank Balances reflected in 
Financial Statement is true and fair. 

On the basis of verification of records we 
are of the opinion that 'money at call and 
short notice' are classified appropriately 
as current assets, reflecting their 
expected short-term liquidity, according 
to 1CAI guidelines or as per relevant 
accounting standards. 
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To inquire about any restrictions or 
limitations on the use of these cash 
balances, as these may impact their 
classification or disclosure. 

Internal Controls: 

To assess the effectiveness of internal 
controls over cash management, 
including procedures for recording 
transactions, reconciling bank accounts, 
and safeguarding cash. 

To ensure that there is a proper 

segregation of duties related to cash 
handling and accounting to prevent fraud 
and errors. 

To verify that cash disbursements and 
other transactions are properly authorized 
and documented. 

Assets Classification and Provisioning 
in respect of Advances 
Advances comprises, a substantial 
portion of the Bank's assets and since the 
management exercises significant 

judgment in the asset classification and 
provision, this has been considered by us 
as the key audit matter. 

As per verification of records and Bank 
Management Representation, we are the 
opinion that there are no any restrictions 
or limitations on the use of cash balances 
reflected in Financial Statement , as these 
may impact their classification or 
disclosure. 

Identification of such non-performing 
advances is carried out in the Bank based 
on system identification, by the Core 
Banking Solution (CBS) software in 
operation i.e. Finacle based on the 
various controls and logic embedded 
therein. The management also exercises 
significant judgment in adherence to the 
IRAC norms and adequate provisioning 
in required cases. 

As per verification of records and Bank 
Management Representation, there exist 
effective internal controls over cash 
management, including procedures for 
recording transactions, reconciling bank 
accounts, and safeguarding cash. 
As per verification of records and Bank 
Management Representation, there exist 
a system of proper segregation of duties 
related to cash handling and accounting 
to prevent fraud and errors. 

As per our sample base test check and 
also based upon Bank Management 
Representation, we are of the opinion 
that cash disbursements and other 

transactions are properly authorized and 
documented. 

In order to ensure the effectiveness of the 
operation of the key controls and the 
compliance to the direction of RBI in this 
regards, we have verified whether both 
CBS system and the management have: 
(a) timely recognised the 

depletion in the value of both 
primary and collateral security. 
made adequate provisioning based 
on such time to time monitoring and 
identification of asset classification. 

We have also placed reliance on and 
performed the following procedures: 
(a) we have relied upon SBI 

Management Audit Report & 
Expenditure audit Report 
04.03.2025, NABARD Statutory 
inspection Report dated 30th March 
2025, RFIA Audit Reports of seven 
branches conducted during the year, 
& Concurrent Audit Reports of 5 
Branches during the year. 

Banks are governed by the prudential 
norms issued by the Reserve Bank of 
India on Income recognition, Asset (b) 
Classification and provisioning pertaining 
to Advances. 
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Investments: 

Identification of performing and non 
performing investments is generally 
system driven. 

(b) we have communicated to the branch 

Bank has to classify the investments Understanding the 1T system and control 
under performing and non performing put in place and logic and validations 
based on the guidelines/circulars and built in the system by the bank for 
directives issued by the Reserve Bank of identification, classification and 
India. provisioning in case of investments. 

The valuation is done as per the 
guidelines issued by the Reserve Bank of 
India and the valuations are done based 
on the price quoted on BSENSE, 
FIMDA/FBIL rates etc. The income 
recognition, asset, classification and 
provisioning if not done properly as per 
the IRAC norms issued by the Reserve 
Bank of India may materially impact the 
financial statement of the bank. 

managers to verify the compliance of 
IRAC Norms and procedures and the 
policies adopted by the bank. 

(c) understanding the IT system and 
controls put in place and logic and 
validations built in the system by the 
bank for identification, classification 
and provisioning in case of advances. 

(d) on sample basis tested whether the 
classification of advances under 
performing and non performing and 
provisioning is carried out as per the 
guidelines of Reserve Bank of India. 

(e) during audit of branches allotted to 
us we have carried out substantive 
test on major advances including 
Specially Mentioned Accounts 

(SMA) and also verified the security 
aspect by checking the valuation 
reports. 

-On sample basis tested whether the 
classification and valuation of 

investments is carried out as per the 
guidelines of Reserve Bank of India. 

-On sample basis also verified whether 
proper provision for depreciation in the 
value of investments and ensured that 
provision for depreciation is done as per 
RBI guidelines. 

-Reliance is also placed on the internal 
audit reports, concurrent audit reports 
and system audit conducted by the bank. 
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Evaluation of uncertain tax litigations 
and contingent liabilities 

Claims against the bank not We went through the current status of the acknowledged as debt including tax tax litigations and contingent liabilities. 
litigations as on March 312025 is We obtained the details of latest orders 
disclosed in schedule 12 of Financial and tax assessments and searched the 
Statements. demand status on income tax portal of 

Rural Bank. 
This is a key audit matter due to We gathered recent information received 
uncertainty of the outcome which on the tax and other litigations for 
involves significant judgment to assessing the liabilities. 
determine the possible outcome of these 
disputes. 

Assessment of Information Technology 
(IT): 

IT controls with respect to recording of 
transactions, generating various reports in 
compliance with RBI guidelines 
including IRAC, preparing financial 
statements and reporting of compliance to 
regulators etc. is an important part of the 
process. Such reporting is highly 
dependent on the effective working of 
Core Banking Software and other allied 
systems 

We have considered this as key audit 

Wherever required reliance is placed on 
the opinion of legal and tax consultants 
of the Bank. 

failures, incorrect input data and wrong 
extraction of data may result in wrong 
reporting of data to the management and 
regulators. 

As per Bank management explanations 
there do not exist any dispute / demand 
under direct or indirect tax. 

We evaluated and understood, on test 
check basis, the CBS System adopted by 
the Bank. 

We assessed the operative effectiveness 
of Key automated controls within various 
business processes. This includes testing 
the integrity of system interfaces, the 

completeness and accuracy of data, 
system reconciliation controls and 
automated calculations. 

matter as any control lapses, validationWe assessed the feeding of the data in 
the system and going through the 
extraction of the financial informations 
and statement from the IT system 
existing in the Bank. 
Reviewed the output and the reports 
generated by the system on sample basis. 
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Information Other than the Financial Statement and Auditor's Report Thereon 

$. The Bank Board of Directors is responsible for the other information. The other information 
comprises the information included in the annual report, but does not include the financial 
statements and our auditor's report thereon. The annual report is cxpected to be made 
available to us after the date of this auditor's report. 

Our opinion on the financial statements does not cover the other information and we do not 
express any form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other 
information identified above when it becomes available and, in doing so, consider whether the 
other information is materially inconsistent with the financial statements or our knowledge 
obtained in the audit, or otherwise appears to be materially misstated. 

When we read the annual report, if we conclude that there is a material misstatement therein, 
we are required to communicate the matter to those charged with governance and report it to 
Reserve Bank of India and/or to NABARD. 

Responsibilities of the Management and Those charged with Governance for the Financial 
Statements: 

6. The Bank's Board of Directors is responsible with respect to the preparation of these financial 
statements that give a true and fair view of the financial position, financial performance of the 
Bank in accordance with the accounting principles generally accepted in India, including the 
Accounting Standards isued by ICAl. and provisions of Section 19 of the Regional Rural 
Banks Act, 1976 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 provisions of the Act for safeguarding of the assets of the Bank 
and for preventing and detecting frauds and other iregularities; 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 
concem and using the going concern basis of accounting unless management either intends to 
liquidate the Bank or to cease operation, or has no realistic alternative but to do so. 

(1961) 
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Auditor's Responsibilities for the Audit of Financial Statements: 

7. 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 accordarnce with SAs will always detects a 
material misstatement when it exists. Misstatements can arise from fraud or eor and are 
considered 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 scepticism throughout the audit. We also: 

ldentify 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 intermal control. 

FRN 

Evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by management. 

s02147E 
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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. 

Materiality is the magnitude of misstalements in the financial statements that, individually or in 
aggregate, makes it probable that the economic decision of a reasonably knowledgeable user of 
the financial statements may be influenced. We consider quantitative materiality and qualitative 
factors in (i) planning the scope of our audit work and in evaluating the results of our work; and 
(ii) to evaluate the effect of any identified misstatements in the financial statenments. 

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 compiled with relevant ethical requirements 
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regarding independence, and to communicate with them all relationships and other matters that 
may reasonable 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 were of most significance in the audit of the financial statements of the current period and are therefore the key audit matters. We describe those matters in our auditor's report unless the 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 of such 
communication. 

Other Matter 

8. We did not audit the financial statements/ information of 5 branches included in the financial 
statements of the Bank whose financial statements/ financial information reflect total assets 
(gross) of Rs.20.65 Crores (10.18 % of Gross Total Assets) as at 31st March 2025 total 
revenue of Rs. 31.67 Crores (18.83% of Gross Earnings) for the year ended on that date, as 
considered in the financial statements. 

9. The Balance Sheet and the Profit and Loss account have been drawn up in accordance with 
section 19 of the Regional Rural Banks Act, 1976; 

10. Subject to the limitations of the audit indicated in paragraphs 4 to 8 above and as required by 
the Banking Companies (Acquisition and Transfer of Undertaking ) Act, 1970/1980, and also 
subject 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 purpose 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 purpose of our audit. 

Our observations the Long Form Audit Report (LFAR) dated 25/04/2025 may be 

considered part and parcel of this report. 

11, As required by the RBI's letter no. DOS.ARG.No. 6270/08.91.001/2019-20 dated March 17. 

2020 (as amended), we report that: 
a) Our audit report on the adequacy and operating effectiveness of the Rural Bank's lInternal 

Financial Control over Financial Reporting is given in Annexure A to this report. Our 
report expresses an unmodified opinion on the Rural Bank's Internal Financial Control 
over Financial Reporting as at 3 1% March 202s. 

b) As the Rural Bank is not registered under the Companies Act, 2013, the disqualification 
from being a director of the Rural Bank under sub- section (2) of Section 164 of the 
Companies Act, 2013 do not apply to the Rural Bank. 

c) There are no major observations or comments on financial transactions or matters, which 
have any adverse effect on the functioning of the Bank. 

FRM 
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d) There are no qualifications, reservations or adverse remarks relating to the maintenance of 
accounts and other matters connected therewith, except for reconciliation of GST 
Receivables Balances & Payables Balances with GST Portal. 

12. We further report that: 
a) in our opinion, proper books of account as required by law have been kept by the Bunk, 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 and Profit and Loss Account 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; and 

c) in our opinion, the Balance Sheet and Profit and Loss Account comply with the applicable 
accounting standards, to the extent they are not inconsistent with the accounting policies 
prescribed by RBI. 

For, PARIK & CO 
(Chartered Accountants) 
FRN: 302147E 
RBI UCN: 894058 

CA BIPINKUMAR (FCA) 
(Partner) 
ICAI Membership No. 059805 
UDIN: 25059805BMLIHN2844 

02147E 

(1961) 

Place: Camp at Kohima. 
Dated: 26/04/2025 
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PARIK& CO 
CHARTERED ACCOUNTANTS 

Since 1961 

ANNEXURE�A"TO THE INDEPENDENT AUDITOR'S REPORT 
(Referred to in paragraph 11(a) under 'Report on Other Legal and Regulatory Requirements' section of our report of even date) 
Report on the Internal Financial Controls Over Financial Reporting as required by the Reserve Bank of India (the �RBI") Letter DOS.ARG.No.6270/08.91.001/2019-20 dated March 17, 2020 (as amended) (the "RBI communication") 

Management's Responsibility for Internal Financial Controls 

We have audited the internal financial controls over financial reporting ofNagaland Rural Bank ("the Rural Bank'") as of March 31.2025 in conjunction with our audit of the standalone financial statements of the Bank for the year ended on that date which includes internal financial controls over financial reporting of the Bank's branches. 

Auditor's Responsibility 

CA 
www.parikca.com 

The Rural Bank's management responsible for establishing and maintaining internal financial controls based on the internal control over financial reporting criteria established by the Bank considering the essential components of internal control stated in the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting issued by the Institute of Chartered Accountants of India. These responsibilities include the design, implementation and maintenance of adequate internal financial controls that were operating effectively for ensuring the orderly and efficient conduct of its business, including adherence to the Bank's policies, the safeguarding of its assets, the prevention and detection of frauds and errors, the accuracy and completeness of the accounting records, and the timely preparation of reliable financial information, as required under the Banking Regulation Act,1949 and the circulars and guidelines issued by the Reserve Bank of India. 

FRN 

(1961) 

Our responsibility is to express an opinion on the Rural Bank's internal financial controls over financial reporting based on our audit. We conducted our audit in accordance with the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting (the "Guidance Note") issued by the Institute of Chartered Accountants of India (the "ICAI") and the Standards on Auditing (SAs) issued by the ICAI, to the extent applicable to an audit of internal financial controls. Those Standards and the Guidance Note require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether adequate internal financial controls over financial reporting were established and maintained and if such controls operated effectively in all material respects. 
Our audit involves performing procedures to obtain audit evidence about the adequacy of the internal financial controls over financial reporting and their operating effectiveness. Our audit of internal financial controls over financial reporting included obtaining an understanding of 
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internal financial controls over financial reporting, assessing the risk that a material weakness 
exists, and testing and evaluating the design and operating effectiveness of internal inancial 
controls based on the assessed risk. 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. 

We believe that the audit evidence we have obtained, is sufficient and appropriate to provide a 
basis for our audit opinion on the Rural Bank's internal financial controls over financial 
reporting. 

Meaning of Internal Financial Controls Over Financial Reporting 

A Rural Bank's internal financial controls over financial reporting is a process designed to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation 
of financial statements for external purposes in accordance with generally accepted accounting 
principles. A Rural Bank's intermal financial controls over financial reporting includes those 
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the Bank; (2) 
provide reasonable assurance that transactions are recorded as necessary to permit preparation 
of financial statements in accordance with generally accepted accounting principles, and that 
receipts and expenditures of the Bank are being made only in accordance with authorizations 
of management and directors of the Bank; and (3) provide reasonable assurance regarding 
prevention or timely detection of unauthorized acquisition, use, or disposition of the Bank's 
assets that could have a material effect on the financial statements. 

Inherent Limitations of Internal Financial Controls Over Financial Reporting 

The Rural Bank has yet to draft and adopt necessary Operative Manual and Control 
Matrix, in compliance of Guidance Note on Audit of Internal Financial Controls Over 
Financial Reporting (the "Guidance Note") issued by the Institute of Chartered 
Accountants of India (the "ICAI") and the Standards on Auditing (SAs) issued by the 
ICAI. Further to that Statutory Inspection Report of NABARD, wrt Financial position 
as on 31% march 2024 has also pointed out that " The Bank did not have adequate MIS 
for compliance incident management and reporting framework." Thus there is inherent 
limitation of Internal Control over Financial Reporting. 

Because of the inherent limitations of internal financial controls over financial reporting, 
including the possibility of collusion or improper management overide of controls, material 
misstatements due to error or fraud may occur and not be detected. Also, projections of any 
evaluation of the internal financial controls over financial reporting to future periods are subject 
to the risk that the Internal Financial Controls over Financial Reporting may become 

inadequate because of changes in conditions, or that the degree of compliance with the policies 
or procedures may deteriorate. 

302147E E 
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Opinion 

In our opinion, and to the best of our information and according to the explanations given to 
us, the Rural Bank has, in all material respects, do not have adequate internal financial controls 
over financial reporting and such internal financial controls over financial reporting may not 
operating effectively as at March 31, 2025. 

Other Matters 

We are unable to comment on operating efectiveness of internal financial controls over 
financial reporting of S branches not subjected to audit. 

Our opinion is not modified in respect of this matter. 

For, PARIK & CO 
(Chartered Accountants) 
FRN: 302147E 
RBI UCN: 894058 

CA BIPIN KUMAR (FCA) 
(Partner) 
ICAI Membership No. 059805 

UDIN: 25059805BMLIHN2844 

2302147E 
(1961) 

Place: Camp at Kohima. 
Dated: 26/04/2025 
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