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LIMITED REVIEW REPORT FOR THE QUARTER ENDED DECEMBER 2021 
 

We have reviewed the accompanying statement of standalone unaudited financial results of 
Nainital Bank Limited (‘the Bank’) for the quarter ended 31st December, 2021. This statement is the 
responsibility of the Bank's management and has been approved by the Bank’s Board of Directors. 
Our responsibility is to issue a report on the statement based on our review. 

 

We conducted our review in accordance with the Standard on Review Engagements (SRE) 2410, 
Review of Interim Financial Information performed by the Independent Auditor of the Entity 
issued by the Institute of Chartered Accountants of India. This standard requires that we plan and 
perform the review to obtain moderate assurance as to whether the statement is free of material 
misstatement. A review consists making inquiries, primarily of persons responsible for financial 
and accounting matters, and applying analytical and other review procedures. A review is 
substantially less in scope than an audit conducted in accordance with the Standards on Auditing 
and consequently does not enable us to obtain assurance that we would become aware of all 
significant matters that might be identified in an audit. Accordingly, we do not express an audit 
opinion.  

In the conduct of our review, in addition to 6 branches reviewed by us, we have relied on the 
review reports in respect of non-performing assets received from concurrent auditors of 18 
branches, apart from these review reports, we have also relied upon the returns received from 139 
un-reviewed branches, 1 service branch, head-office and treasury operations of the bank. These 
review reports cover 51% (of which 15% covered by us) of advance portfolio of the bank. 
 
Based on our review conducted as above, subject to limitation in scope as mentioned in Para 2 
above, nothing has come to our attention that causes us to believe that the accompanying statement 
of unaudited financial results, prepared in accordance with the applicable accounting standards and 
other recognized accounting practices and policies, relevant prudential norms issued by the Reserve 
Bank of India in respect of Income Recognition, Asset Classification, Provisioning and other related 
matters. 

We draw attention to:  

1. We wish to highlight that due to outbreak of COVID 19 (Omicron and Delta), the entire 
audit team could not visit the branch and head office for undertaking the required audit 
procedures as prescribed under ICAI issued Standards on Auditing and thus relying upon 
the information, facts and inputs made available to us through electronic means by the bank 
management.  

2. Note No. 24 of Schedule 18 of the accompanying statement which describes the uncertainties 
due to the outbreak of novel coronavirus (Covid-19). The situation continues to be uncertain 
and the Bank is evaluating the situation on an ongoing basis with respect to the challenges 
faced. 
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3. The present Data Centre (DC) & Data Recovery (DR) Site of the Bank is 
outsourced and is scheduled to be replaced. It is observed that Bank has initiated 
the process of procuring new DC & DR and the same is scheduled to be in place 
by the end of FY 2022 in the Bank. 

4. Bank to ensure the completeness and integrity of the automated Asset 
Classification (classification of advances/investments as NPA/NPI and their 
upgradation), Provisioning calculation and Income Recognition processes. For 
Instance, there are issues in capturing non financial data, review date, LAD and 
Stock statement etc. under automating process. As per bank,  the same will be 
complied with  after fully  implementation of FINACLE 10x. 

5. Interest suspense should be directly debited from account through automated 
system; however, the Bank has reduced the amount of interest suspense from 
Gross advances for calculation of net advances and simultaneously reduced 
amount of interest suspense from gross NPA for calculation of Net NPA.  

6. The bank is not making use of the Structured Financial Messaging System 
(SFMS) for sending and receiving Bank Guarantee instrument. The Bank has 
assured to comply with the implementation of FINACLE 10x.   

7. Details regarding Central Repository of Information on Large Credits (CRILC) 
and Central Fraud Registry (CFR) Certification has not been fed in the Fincraft 
system. Bank has informed that existing system is not supporting to capture the 
data. However, the same will be complied with the implementation of FINACLE 
10x. 

8. The CBS platform lacked adequate controls whereby in few cases manual 
interventions were observed such as allowing modifications to fields like rate of 
Interest, NPA date, delaying NPA asset classification etc. without proper change 
management requests increasing vulnerability. The present CBS system of the 
Bank depicts several limitations, which is not able to cater present business and 
compliance requirements. It is observed that, Bank has initiated the process of 
migrating its CBS to Finacle 10.x and has assured to plug in the gaps as pointed 
out by the regulator. The new CBS system is scheduled to be implemented by the 
end of FY 2022 in the Bank. Hence, it is imperative that complete upgradation of 
Core Banking Solution (CBS) be undertaken on urgent basis and in time bound 
manner, the bank should adhere to the board approved roadmap for the 
implementation of FINACLE 10x. 

9. Bank should put in place a monitoring tool wherein potential NPA and SMA 
should be generated on a near real time basis for taking timely preventive 
measures. Bank has assured that after fully implementation of FINACLE 10x,   
Potential NPA and SMA data on near real time basis can be generated     

 
For Dharam Raj & Co. 
Chartered Accountants 
FRN: 014461N 
 
Dharam Raj 
Partner 
UDIN No. 22094108AAAACU7928 
M. No 094108 
Place: Ghaziabad  
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