


























































































































M. BHASKARA RAO & CO.
CHARTERED ACCOUNTANTS
PHONES : 23311245, 23393900

FAX : 040-23399248

5-D, FIFTH FLOOR, "KAUTILYA",
6-3-652, SOMAJIGUDA,

HYDERABAD-500 082. INDIA.
e-mail: mbr_co@mbrc.co.in

Independent Auditor's Report
To
The President of India

Report on Financial Statements

1. Opinion

We have audited the accompanying financial statements of Telangana
Grameena Bank ('the Bank), which comprise the Balance Sheet as at 31st
March 2023, the Profitand Loss Account and the cash flowstatement 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 the returns for the year ended on that date of 25 branches
audited by us and 279 branches audited by other statutory branch auditors.
The branches audited by us and those audited by other auditors have been
selected by the Bank in accordancewith the guidelines issued to the Bank by
the National Bank for Agriculture and Rural Development (NABARD). Also
included in the Balance Sheet, the Profit and Loss Account and the cash flow
statement are the returns from 123 branches which have not been subjected
to audit. These unaudited branches account for 24.60 percent of advances,
22.83 per cent of deposits and 20.67 per cent of interest income.

In our opinion and to the best of our information and according to the
explanations given to us, the aforesaid standalone financial statements give
the information required by the Regional Rural Bank Act, 1949 and circulars
and guidelines issued bythe Reserve Bank of India (RBI) and National Bank
forAgriculture and Rural Development (NABARD') from time to time and 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°
March 2023;

b. The Profit and Loss Account read with the notes thereon shows a true
balance of profit/loss; and

c. The Cash Flow Statement gives a true and fair view of the cash flows for
the year ended on that date.
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2. Basis for Opinion
We conducted our audit in accordance with the Standards on Auditing (SAs)
issued by I CAI. 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 evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

3. Emphasis of Matters
i. Note No.2.1 of Schedule-18 regarding provision towards Bad and doubtful

debts and One NPAAll NPA.
ii. Note No.7.4 of Schedule-18 regarding the classification of Self Help Group

loans as secured loans and unsecured loans.
iii. Note No.7.5 of Schedule-18-regarding write off of Rs.63.85 Crores during

the financial year 2021-22, receivable from the Government ofTelangana
towards interest subvention (Vaddi Leni Runalu).

iv. Without qualifying our opinion, we draw attention to Note No-8.13.2 of
Schedule 18. ofthe financial statement regarding burglary of cash and gold
ornaments at Bussapur Branch in respect of which the insurance claim
settlement is under process.

v. Note No.11.6 of schedule-18-regarding transfer of certain balances
aggregating to Rs.1.54Cr to 'Deposit Education & Awareness Fund' (DEAF
maintained by RBI).

Our opinion is not qualified in respect of these matters.

4. Key Audit Matters
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 statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.

Key Audit Matters How it has been Addressed
Classification of Loans and
advances, provision thereon and Our Audit approach towards advance with
income recognition: reference to the IRAC norms and otherrelated

circulars /directives issued by RBI/NABARD
Classification of Loans and and internal policies and procedure of the ­

advances and Identification of non-
performing-
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-Advances constitute 64.63% of the
Bank's total assets. They are, inter­
alia, governed by income recognition,
asset classification and provisioning
(IRAC) norms andother circulars and
directives issued by the RBI/NABARD
from time to time which provides
guidelines related to classification of
Advances into performing and non­
performing Advances (NPA). The
bank classifies these advances based
on IRAC norms detailed in accounting
policy No.S.

Identification of performing and
non- performing Advances involves
establishment of proper
mechanism. The bank accounts for
all the transactions related to
advances in its Information
Technology System (IT System) viz.
Core Banking Solutions (CBS) which
also identifies whether the advances
are performing or non- performing.

Further, NPA
classification is done through IT
System (CBS) and Provisioning on
advances (Performing and Non­
Performing) as per the Income
Recognition and Asset
Classification Norms is being done
outside the system using tools like
Microsoft Excel.

CONTINUATION SHEET _

-Bank includes the testing of the
following:

✓ The Accuracy of the data input in
the system for income recognition,
classification into performing and
non-performing advances and
provisioning in accordance with
the IRAC Norms in respect of the
branches allotted to us. However,
in respect of One NPA all NPA
norm, the bank is utilizing an
internal tool to classify certain
assets as Non-performing assets.
However, the adjustment entries in
Income/Provisions have been
made only in the financial
statements. The credit entries
arising out of above adjustments
will be made in the customers'
accounts only after One NPA All
NPA norm is incorporated into the
Core Banking Solution.

✓ Existence and effectiveness of
monitoring mechanisms such as
Internal Audit, Systems Audit,
Credit Audit, Snap Audit and
Concurrent Audit as per the
policies and procedures of the
Bank;

✓ We have examined the efficacy of
various internal controls over
advances to determine the nature,
timing and extent of the
substantive procedures and
compliance with the observations
of the various audits conducted as
per the monitoring mechanism of
the Bank and NABARD Inspection.



M. BHASKARA RAO & CO

The income recognition asset
classification and provisioning if not
done properly as per the IRAC
norms issued by reserve bank of
India may materially impact the
financial statements of the bank.
Hence same was taken as Key Audit
Matter.

CONTINUATION SHEET.

✓ In carrying out substantive
procedures at the branches
allotted to us, we have examined all
large advances while other
advances have been examined on a
sample basis

Reliance is also placed on Audit
Reports of other Statutory
Branch Auditors.

✓ We have also relied on the reports
of External IT System Audit experts
with respect to the business logics
/ parameters inbuilt in CBS for
tracking, identification and
stamping of
NPAs.

✓ We have performed extensive
procedures for verification of the
procedure of computation of
Provisions outside the IT system,
its correctness and the
reconciliation of the same with the
books of accounts.
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complexities
judgement

and
in the

extent of
Valuation,

✓ Our audit approach towards
Investments with reference to the
RBI/ NABARD Circulars
/directives included the review
and testing ofthe design, operating
effectiveness of internal controls
and substantive audit procedures
in reiation to the valuation,
classification, identification of

Non-Performinginvestments.
✓ We evaluated and understood the

Bank's internal control system to
comply with relevantRBI/NABARD

guidelines
regarding valuation, classification,
identification of Non-Performing
Investments

✓ We assessed and evaluated the
process adopted for collection of
information from various sources
for determining fair value of these
investments.

✓ For the selected samples of
investments in hand, we tested
accuracy and compliance with the
RBI Master Circulars/NABARD and
directions by re-performing
valuation of each category of the
security. Samples were selected
after ensuring that all the
categories of the investments
(based on nature of security) were
covered in the sample.volume of transactions,

investments on hand and degree of-

Classification and Valuation of
Investments, Identification of
provisioning for Non-Performing
Investments.
Investments include investments
made by the Bank in various
Government Securities, Bonds,
Debentures and other approved
securities.

Investments constitute 12.90% of
the Bank's total assets.
These are governed by the circulars
and directives of the RBI/NABARD.
These directions, inter-alia, cover
valuation of investments,
classification of investments,
identification of non-investments,
the corresponding non-recognition
of income and provision there
against.
The valuation of each category
(type) of the aforesaid securities is
to be done as per the method
prescribed in circulars anddirectives
issued by RBI/NABARD which
involves collection of
data/information from various
sources such as FIMMDA rates, rates
quoted on BSE/NSE. Considering the

'--s
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-regulatory focus, this has been
determined as a Key Audit Matter.
Accordingly, our audit was focused
on Valuation of investments,
Classification, Identification of Non­
Performing Investments.
Further, the bank has been
compiling the investment register in
Excel tool and has been making all
the calculations using the same
tool.

CONTINUATION SHEET

✓ We tested the mapping of
Investments between Investments
(Excel Tool) and the financial
statements to ensure compliance
with the presentation and
disclosed requirements as per the
aforesaid RBI/NABARD directions.

Assessment of Provisions and Our audit approach involved:
Contingent Liabilities in respect ✓ Understanding the status of
of certain litigations including litigations/tax assessments.
direct taxes ✓ Examining recent orders and/or
There is high level of judgement in communications received from the
required in estimating the level of various Tax Authorities/Judicial
provisioning. The Banks forums and follow up action
assessment is supported by the facts thereon.
of matter, their own judgement, past ✓ Evaluating the merit of the status
experience, and advices from legal of the subject matter under
and independent tax consideration with reference to the

consultants wherever grounds presented therein and
considered necessary. Accordingly, available independent legal/tax
unexpected adverse outcomes may
significantly impact the Bank's
reported profit and the Balance
sheet.
We determined the above area as a
Key Audit Matter in view of
associated uncertainty relating to
the outcome of these matters which
requires application of judgement in
interpretation of law. Accordingly,
our audit was focused on analyzing
the facts of the subject matter under
consideration and judgements/
interpretation of law involved.

advice; and
✓ Review and analysis of evaluation

of the contentions of the bank
through discussions, collection of
the details of the subject matters
under consideration, the likely
outcome and consequent potential
outflows on those issues.



M. BHASKARA RAO & CO CONTINUATION SHEET _

Responsibilities ofManagement and Those Charged with Governance for
the Standalone Financial Statements

2. 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, Banking Regulation Act, 1949 and circulars
and guidelines issued by the Reserve Bank of India (RBI') and National Bank
for Agriculture and Rural Development (NABARD') 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 so.

5. 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 accordancewith 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 economicdecisions of users
taken on the basis of these financial statements.

As part of an audit in accordance with SAs, we exercise our professional
:~ent and maintain professional skepticism throughout th:,;t We
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a. 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.

b. Obtain an understanding of internal control relevant to the audit in
order to design audit procedures that are appropriate in the
circumstances.

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

d. 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 agoing concern.

e. 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 thatmay
reasonably be thought to bear on our independence, and where a licable,
related safeguards.
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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.

6.Other Matter

We did not audit the financial statements / information of 279 branches
included in the standalone financial statements of the Bank whosefinancial
statements / financial information reflect total advances of Rs 8139.89
Crores as at 31st March 2023 and total revenue of Rs. 838.33 crores 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 our opinion in so far as it relates to the amounts and disclosures
included in respect of branches, is based solely on thereport of such branch
auditors.

Our opinion is not modified in respect of this matter.

7.Other Legal and Regulatory Requirements

The Balance Sheet and the Profit and Loss Account have been drawn up
in Form A and Form B respectively of the Third Schedule to the Banking
Regulation Act, 1949;

Subject to the limitations of the audit indicated in paragraphs 5 and 6 above
and as required by the Regional Rural Bank Act, 1976, 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.



M. BHASKARA RAO & CO CONTINUATION SHEET _

8. We further report that:

a) In our opinion, proper books of account as required by law have been
kept by the Bank so faras it appears from our examination ofthose 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 cash flow
statement 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 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 Statement of Profit and Loss
Account and the Cash flow statement comply with the applicable
accounting standards, to the extent they are not inconsistent with the
accounting policies prescribed by RBI.

For M. Bhaskara Rao &Co.
Chartered Accountants
FRN: 0004595 ~
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(CA. V. Raghunandan) , -.,'. ::Yc::-22 {~
PARTNER yl
M. No. 026255 gs:=%/
UDIN: 23026255BGQGDV564"0::·£~/

Place: Hyderabad
Date: 24 April 2023.


