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Outward No.: 623, Year 2022
Additional Chief Judicial Magistrate Court
Gandevi
Date: 17/11/2022
To
The Honorable Principal District Judge
District Court, Navsari
Place: Navsari

Subject: Compliance in Criminal Case No. 2778/2004
Reference: Letter Outward No. 2677/2022, dated 05/11/2022, from the
Honorable Principal District Court

Respected Sir,

With due respect, in reference to the above subject and cited letter, it is
humbly submitted that, pursuant to the order of the Honorable Supreme Court
in Transfer Petition (Criminal) Nos. 333-348/2021, Criminal Case No.
2778/2004, involving accused Sanjay Hariram Agarwal, Nandkishor
Shankarlal Trivedi, Subodhchand Bhandari, and Ketan Kantilal Seth for
offenses distinct from those in Criminal Case No. 403/2004, was prepared by
this court and transferred to the City Sessions Court, Mumbai. The necessary
compliance has been made in the index of'the said criminal case, and the revised
index is attached herewith for your information.

With thanks, '

Yours faithfully,
Sd/- Tllegible
Signature: Illegible
(A.H. Narang)
Additional Chief Judicial Magistrate,
Gandevi
Enclosure: Revised Index
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In the Court of the Honorable Chief Judicial First-Class Magistrate,
Gandevi
Police Station Case No.: 3/2002
Criminal Case No.: 2778/04
Criminal Complaint No.: [Not specified]
Date: [Not specified], Year 1999
Police Station Crime Register No.: [Not specified]

Complainant: Honorable Government

Versus
Accused: Ketan Kantilal Seth

I, Prakashbhai Ramjibhai Dhanak, resident of 403, Mansi Palace,
Varachha Road, Surat, solemnly affirm on oath as follows:

1.1 seek to stand as surety for the accused, Ketan Kantilal Seth, residing
at 193, Lalit Kutir, J.V.P.D., Andheri 49. A case has been registered against the
aforementioned accused under Sections 406, 409, 420, 467, 468, and 120B of
the Indian Penal Code for offenses distinct from those in Criminal Case No.
403/2004. An order was passed on 01/07/2006 to release him on bail of Rs.
1,00,000/-.

Detailed information about myself is as follows:
A. Details of the Surety:

- Full Name and Address: Prakashbhai Ramjibhai Dhanak, 403, Mansi
Palace, Varachha Road, Near Dhruv Automobiles, Surat

- Age: Approximately 38 years

- Occupation: Business/Trade

- Duration of Residence at the Address:

- Annual Rent of Residence:
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- Is the Rent Receipt in the Surety’s Name?:

- Business or Trade Details: Business/Trade

- Complete Details of Business Location:

- Nature, Scope, and Surety’s Share in the Business:

- Rent of Business Premises:

- Is the Rent Receipt of Business Premises in the Surety’s Name?: [Not
specified]

B. Employment Details (if applicable):

- Employer’s Name and Address

- Complete Address of Workplace:

- Monthly Salary and Allowances:

- Duration of Employment:

- Provident Fund Amount in Surety’s Name:

C. Details of Residential Property:

- Complete Details of House, Location, Value, Surety’s Share, and
Encumbrances: I own immovable property, my own shop, valued at
approximately Rs. 25,00,000/-.

D. Income Tax and Bank Details:

- Income Tax Paid in the Last Three Years
- Bank Accounts and Current Balances:
E. Relationship with the Accused and Prior Surety History:

- How Long Has the Surety Known the Accused?: I know the accused; he is
my friend.

- Relationship with the Accused: Friend

- Has the Surety Stood as Surety for Others?: I have not previously stood as
surety for anyone.

- Details of Other Surety Cases:

- Has the Surety’s Bond Amount Ever Been Forfeited?:

- Has the Surety’s Application to Stand as Surety Ever Been Rejected?:
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F. Additional Details About Financial Status and Assets:

- My movable property, including household goods, etc., is valued at
approximately Rs. 1,000/-.

G. Documents Submitted in Support of the Above Statements:

- Advocate’s certificate
- Solvency certificate (submitted)

2. 1 respectfully request that I be accepted as surety for the aforementioned
accused for Rs. 1,00,000/- (Rupees One Lakh) and kindly urge you to grant
approval for the same.

Date: 25/07/2006

Advocate’s Statement:
I know the applicant.

Advocate: Bhajat C.H.
Surety’s Signature: Prakashbhai Ramjibhai Dhanak

Solemnly Affirmed at Navsari

This 25th Day of July in the Year 2006

Before Me

Date: 25/07/2006

Civil Judge (Junior Division) & Judicial Magistrate First Class

Signature: Illegible

Additional Chief Judicial Magistrate,
Gandevi
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Solvency Certificate Format
(Note: No solvency certificate older than one month will be accepted.)

(1) Name: Prakashbhai Ramjibhai Dhanak

(2) Father’s Name: Ramjibhai Dhanak

(3) Residential Address: 403, Mansi Palace, Varachha Road, Surat

(4) Age: 38

(5) Occupation: Business/Trade

(6) Purpose of Financial Requirement: To stand as surety

(7) Does the person to whom the certificate is issued possess movable,
immovable, or both types of property?: [Not specified]

(8) Details of Movable Property:

- Estimated Value and Reasons for Valuation: [Not specified]
(9) Details of Immovable Property:

(a) If the immovable property is land:

- Area and Location: [Not specified]

- Shape: [Not specified]

- Market Value: [Not specified]

- Is the land wholly owned by the person to whom the certificate is issued? If
not, what is their share, the names of other co-owners, and whether they have
any objections?: [Not specified]

- Is the land part of a joint Hindu family property? If so, what is the share, the
names of other co-owners, and whether they have any objections?: [Not
specified] '

(b) If the immovable property is a house:

- Location of the House: 403, Mansi Palace, Varachha Road, Surat

- Market Value: Rs. 25,00,000/- (Rupees Twenty-Five Lakh)

- Is the house wholly owned by the person to whom the certificate is issued?
If not, what is their share, the names of other co-owners, and whether they have
any objections?: [Not specified]

- Is the house part of a joint Hindu family property? If so, what is the share,
the names of other co-owners, and whether they have any objections?: [Not
specified]
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Affirmation by the Person to Whom the Certificate is Issued:

I, Prakashbhai Ramjibhai Dhanak, age approximately 38, occupation
business/trade, resident of 403, Mansi Palace, Varachha Road, Surat, sqlemnly
affirm on oath that the property mentioned above is in my
ownership/possession. The facts stated above are true and complete to the best
of my knowledge and belief, and the immovable property mentioned above is
free from encumbrance.

Date: 24/07/2006
Signature: [Illegible]

Before,
Signature: Illegible

(10) Report of the Village/Town Official Where the Property is Located:

It is hereby certified that Prakashbhai Ramjibhai Dhanak, resident of 403,
Mansi Palace, Varachha Road, Surat, holds property with Tenement No.
18A03-4655-0-001, having a market value of Rs. 25,00,000/- (Rupees Twenty-
Five Lakh). Therefore, it is opined that he is eligible to be issued a solvency
certificate for standing as surety for Rs. 1,00,000/- (Rupees One Lakh).

Signature: Illegible
Circle Officer, Adajan,
Surat

(11) Opinion of the Issuing Official:

It is hereby certified that Prakashbhai Ramjibhai Dhanak, resident of 403,
Mansi Palace, Varachha Road, Surat, holds property with a market value of Rs.
25,00,000/- (Rupees Twenty-Five Lakh). Therefore, he is solvent and capable
of standing as surety for Rs. 1,00,000/- (Rupees One Lakh).

Signature: Illegible

Mamlatdar,
Surat City
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[ssuing Ofticial’s Seal
Register Number: 1358/06
Place: Surat

Date: 25/07/2006

Note: [f the details requested in points 8, 9, and 10 cannot be easily recorded in

the provided space, they should be written on separate papers with the issuing
official’s signature and attached, with a note referencing the relevant section.
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In the Court of the Honorable Additional Chief Judicial Magistrate,
Gandevi
Place: Gandevi
Criminal Case No.: 2778/04
Complainant: Honorable Government

Versus

Accused: Ketan Kantilal Seth
Surety: Prakashbhai Ramjibhai

Certificate
I, Advocate Chetan S. Bhagat, hereby certify that I know the surety in
the aforementioned case, and he has not previously acted as a surety for anyone

in any matter. This certificate is issued accordingly.

Place: Gandevi
Date: 25/07/2006

Signature: Illegible
Advocate for the Surety

Signature: Illegible

Advocate for the Accused
Admitted:
Sd/- Illegible
Additional Chief Judicial Magistrate,
Gandevi
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To,
The Sub-Inspector.
Gandevi Police Station
Criminal Case No.: 2778/2004
Hearing Date: 11/04/2018
Witness: Mahendrabhai Bhanabhai Tailor

A complaint has been lodged before me by a resident of Dungarwad,
Gandevi, [name not specified], alleging that a resident near Hanumanji Temple,
[name not specified]. committed an offense under Sections 406, 420, and 120B
of the Indian Penal Code on [date not specified], [month not specified], in the
year 201[incomplete]. It appears to me that you, [Mahendrabhai Bhanabhai
Tailor], are likely to provide material evidence on behalf of [party not
specified].

Therefore, you are hereby summoned to appear before this Court at
Gandevi on the 11th day of April at 11:00 AM to give evidence regarding the
said complaint. You are not to leave without the Court’s permission.

Here, briefly state the offense, its time, and place: [Not specified]

Here, specify whether on behalf of the complainant, accused, or Court:
[Not specified]

You are further warned that if you fail to appear at the said time and place
without reasonable cause or refuse to do so, a warrant will be issued to compel
your attendance.

Given under my hand and the seal of the Court, this day of [date not
specified], [month not specified], 201[incomplete].

Return:
As per the order of Your Honor, upon attempting to serve the said summons,
the person named therein was not found at the specified address and is reported
not to reside there. Therefore, the summons could not be served, and it is
respectfully requested that Your Honor retain it for further action.
Date: 10/04/2018

Signature: Illegible

Additional Chief Judicial Magistrate,
Gandevi
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In the Court of the Honorable Additional Chief Judicial Magistrate,
Gandevi
Place: Gandevi
Criminal Case No.: 2778/04
Complainant: Honorable Government
Versus
Accused: Ketan Kantilal Seth

Humble Application on Behalf of the Accused:

Respectfully, I, the accused in the aforementioned case, submit that due
to unavoidable circumstances, I was unable to appear before this Honorable
Court today. Therefore, I kindly request that you pass an appropriate order in
the interest of justice to condone my absence for today.

Date: 29/05/2010

Signature: Illegible
Advocate for the Accused
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In the Court of the Honorable Additional Chief Judicial Magistrate,
Gandevi
Place: Gandevi
Criminal Case No.: 2778/04

Complainant: Honorable Government
Versus
Accused: Ketan Kantilal Seth
Humble Application on Behalf of the Accused:

Respectfully, I, the accused in the aforementioned case, submit that
necessary preparations for the hearing of Exhibit 54 in this case are still
pending. Therefore, I kindly request that, in the interest of j justice, you grant an

extension of time for today.
/

Date: 29/05/2010

Signature: Illegible
Signature: Illegible
Advocate for the Accused
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Om Prakash v. Statc of Rajusthan §19-2

1996 CRI. 1. J. 819
(RAJASTHAN HIGH COURT)
B.R.ARORA. J.

Om Prukush, Petitioner v. State of’ Rajasthan,
Respondent.

.S.B.Criminal Mise, Third Bail Petition No. 1604
al 1994, D/~ 20-9-1994,

Constitution of India, Art. 21 — Criminal P,
C.(2001974).5.437 (6) — Delayed trial — Third
application for bail — Trial of accused continu-
ing for more than four and half years — Violates
mandatory provisions — Directions given to re-
lease accused an bail if evidence of prosecution
wilnesses if is not completed within prescribed
date.
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evidenee inthe case. Section 167(2) Cr. P. C.. which
deals with the investigation par, also, 2ives 2 man-
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(Paras 5.9. 1)
Cases  Referred:  Chronological  Paras
1994 (1) \VLN 221 3.7
1988 Cri LR (Raj) 476
1987 Cri LR (Raj) 65
AIR 1987 Pana 219 (FB)
1987 RCC 113
1986 Cri LR (Raj) 625
1981 Cri LI 481 : AIR 1981 SC939
l979 Cri LJ 1036: AIR 1979 SC 1360 .. .3, 6 7
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Ay 3
enadelay of onc year inthe commencement uf the

Pt v .

{ njﬁ_ndm?chadxyav.Smcoanlmr(AlRI9S|
:“ 9 (.I.98| Cri LJ 481). the Apex Count reiler-
e yiew taken in Hussainara Khutoon's case
| 20d observed that speedy trial is fundamen-
: 6‘?{“\: accused under Article 21 of the
.\‘ o f India and it is 4 crime and shame
3 ldjjl’tj!galing system which keeps a man for
"T{,- 5 £ 2 jail without the end of the trial.
00liflias Bisir v. State (1986 Cr LR (Ruj.)
irection was given by the High Court to the
WILIo complete the trial within two months
was not completed within the stipulated
Jiyganonths The Court, therefore, held
hl:_ordcr of the High Coun cannot be

“,'.3.“': Xy .-
ekl

3 O Prabash v State ol Rajisthan K2

wlerated and the acensed was, theretore. ondered to
be teleased on bk,

I Lokesh Bhardwaj v State t {987 Ce LR 1R
65). a direction was given by the High Cowt o the
triad Conrt expedite the trial. The awcnsed wis sged
about 19720 years and the Theh Comnt's direenion
wasnutreecived by the trisd Courtamd, theretore, (the
wrinl procecded with o snail’s speed, The Cour.
therelore, directed that it wias not the Ll of the
accused that the order passed by the THugh Comt has
nut been received by the tial Court and the il b
nut heen expedited and no usclul purpose will be
«erved to keep the young boy in juil with the com-
pany of harden criminals and. theretore. ordered the
accused to be relcased on hail.

In Mithu Singh v. the State (1987 RCC 113).
while rejecting the Third Bail Application. it was
directed that the petitioner shall be free to move
anothcrapplication alter the principal witness Rehmat
Bibi is examined and it was funher directed that the
prosccution should see (hint the witnesses die exunt-
incd by the end of June, 1984, The witnesses could
not be examined up 1o 23-2-85. The Comn. after
considering the circumstinces of the case, held thay
the prosecution is Rottking proper care amlinterest
in completing the trizd despite the directions al this
Court and. therefore. the Court ordered e the
release of the petitioner on bail.

In Surys Nuorsin Singh v. Stue of Biliv, AIR
1987 Patna 219 a Full Benach of Patna High Coun
held thot a callous and inordinarily prolonged delay
of ten years or more (which does, not arise from the
Iault of the accused and is otherwise not oecasioned
on uny extraordinary rcasons) in the investigation
and trial of the criminal cases Tor capital offences
punishable with major punistimenis, will v iolute the
Constiutional Guarantee of speeds trial enshrined
under Article 21 of the Constitution and the Court.
therefore. recommended for the time-frame of five
years for investigation and trial of such offences.

1n Arjun Singh v. State (1988 Cr LR (Rnj.) 376 a
direction was issued by the High Count to complete
the trial within a specified time. That dircction,
issued by the High Court, was not complied withand
the trial was not concluded within the time granted
by the Coun. The Court, therefare. in the Seventh
Bail Application filed by the accoscd-petitioner,
ordered 1o release the petitioner on bail on the
ground that the Irial has not been concluded within
the specificd time granted by the Court and rule 43
of the General Rules(Criminal), 1980, hos not lven
followed. i * Trer e

* 14 Ranchhod v. State of Rujasthan, 199- (1)

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS

-t



’

522

WLN 220 g1e decused were facing irig) fiy the
Wonees uinder Sections 02149, .107/!&9,33(./

ERRMTIRTY 12Vi149;

e trial i non vampleted

pecusedd will be enlarged on bajl on his Tumishing 5
Personal Bond and (he Surety Bond, 10.

& Inthe two cases. on which reliance hay heen
Placed by ihe leamed counsel for the complaint the
Conltovensy raised in \he present case was neifher

considered nor decided

weredisnnssed only loaking tothe factssnd circym.

Mances of thoe (V18

9. Btk is a marter of judicial diseretion While

comidering © whether 1o
conthicting clain of
cusedandilic larger socie

noie of. Article 2) of the Constitutinn of Indiay

I the expedinious, inal. The delay in the conclusion
Wlthe eial vialates the Constitytiona) Guarantee of

a B3ir. just angd reasonab)
Tundamentyl rigzht of «

have elapsed but the trial

- [Wwitnesses il not be produced on thay day, the " . BombrvieR oy
cvidéhmoflllcpmscculion\vouldbcclosui.'nlou "99“:"“ '?87‘(0'_'29’)' 4
di n.issu:d:.lo;'lhéi-AddidoMl bt et i i QL

Public Prosecutor by the' leamed Additional Ses:

siafs Judge to produce all the Witnesses on the next

m g . g i

1h¢ ditection has bee

ndividual libeny of (he ac.

take steps to examine the witnesses, The accused is .
behind the burs gince 4-2-90. More than 4% years

ing {0 the object of the Code of Criminal Procedure
and the trial continued with a snail's Speed and has
nol been completed so far. Delay in the rjal has
forced the accused-petitioner 1o languish behind (he
bars forsuch long period of 414 years. Itisirue that
the lcamed Additional Sessions Judge has directed
<[the Additional Pyblic Prosecutor 1o prodyce the
. [remuining witnesses on 23-9-94. The learned Addi-
* [tional Sexsions Judge has further directed thatif the
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Application, ited hy ihe pefitioner isgit

and the bail application.
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lalinteresthave (g he taken
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<

=l
’ (B) Narcutie Drugs and Psychotrop
has not been completed, Hiances Act (61 of 1985), s. 55 =P
under — Not mandatory, | . 5 (ROiG
1991 Cr L 69, Diss.._tmr'n_.,? EFRRG
The provisions of Scerion 55 are oot
and they are only enabling provisioa
violation of the same wil] not and ¢a R Y]
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2644

Magistrate on 11-11.- 1699, appropriate ac-

Hon should be taken agalust such officer.

Application dismissed.

& B 5 e v i -

‘.© 2000cCRI L, 4. 2644
\r.\’mmn'/\ PRADESH HIGH courT
Dr. MAITHLI SHARAN, .

Ram Kumar alias Raj Kumar Rathore.
Pelltloner v, State of Madhya Pradesh, Re-
spondent.

Mise. Cri. Case No. 3320 of 1999, D/- 8-
2-2000.

Criminal P, C. (2 of 1874), s, 437(6) —
Ball — Entitlement to — Petitioner re-
malning in custody for period more than
60days from firsf dnte fixed for recording
¢vidence — Acquires statutory right of
being released on ball under s, 437(6) —
Denlal of ball to him on ground that he
mRey not attend Court on each and every
date fixed by Ma istrate — Improper —
Proviso nf S, 437(g6] are mnndn:ory‘.)

~ [Para 5)

A. K. Shrivasiava, for Petttioner; S, M, A,
Naqvi, Dy. G. A., for Respondent.

ORDER :— This is a petition under
Section 482 read with Section 483 of (he
Code of Criminal Procedure, invoking the
Inherent powers of this Court.

2. Brief facts leading to the fiing of this
petition lie (n a narrow compass: a criminal
case for the offences under Scctions 420,
120-B.467and 468 ofthe Indlan Penal Code
was registered against the petitioner and
otherco-accused persons. Undisputedly, the
pelitloner was arrested on 9-3-1998, and
alter the charge-sheet having been filed in
the Court of the Additfonal Chief Judictal

s~ Magistrate, charges were framed on 15-2-
- 1999, and on 27-2-1999 the evidence In the
L, Case, for the first time, was recorded. There-
T "afterother dates in the casewere fixed by the

learmed Magistrate, but somehow the trial
c'ou!z ol be concluded ti]l dale, Meanwhlle,
mui¢hiafter completion of period of 60 days
fromx2i7-2-99 the petitloner filed an applica-
thr:'r‘lif‘ldcr Secllon 137(6) of (he Code of
Criminal Procedure 1n the trial Court pray-
Ing thereln that as he was in custody durin

theavhole of such perlod and the trial had

oot concluded, hence, hebe released on bay,
2 ¢ learned trial Magistrate rejected the

DR/I-IR/MI’23/2000/ABD/DPV

e i

Ram Kumar v. State of Madhya Pradesh

said appheation on 7.0 1994
3200 petitione b S fIeved
arder dated 7.10.49 passed by e lea
telal Magistrage preferred aeviggan
No. 41/99 1y 41y Courr af SUssigy
learned Fourtl Adelinonal Sessions Juda
Gwallor, by his orelen tated 19,1 99 4
missed the revising peition Noyw e
toner Ram Koy allas 16y Kvimie
Ing the Inheremt Jutlseiction of (i
under Section 182, Cr. I'C., has challeny
the aforesaid npugned orders Passed b )
thelearned trial Magistrate and the learmiy
4th Additional Sesstons Judge, Gwallor ek §
4. I have heard (he learned coy
both the sides at length. Sofar as the facy
aspects of the cuse concerning the dateg
arrest of the petitioner and e slarling
the prosecution evidence inthe tria) court :
well as other Nirther tittes are v:nnccmcd,'fg
there is absolutely 1o dispute, The only¢
point thit crops, Hpor decision in s cass
Is, whether (n view af (1 [artual Circume
stances previnling i e ¢ g the petitioner
ECts a right 10 he releane! nn hail. Thus, g°
very shart fegal pofin in segnd 1o the Inter. ™
pretation of the provispms of Seetion 437(6)
of the Code af Crimai P'rocediire falls 1o be
pondered aver. For the sihe of Convenience
It would he warthwhile 1o refer ta the sawy]
Provision hcreunder :— b i

“437. When bail may be taken in case otE
non-bailable offence :— ¥

(1) to {5) xxx XX xxx Y

(6) Ifir any case triable by Magistrate the
trialof a person accused of any non-bailable
offence s not concluded within a period of
sixty days from the first date fixed for taking:
evidence In the case, such person shall, (fhe2} |
Is In custody during the whole of the saldsp @
period, bereleased on bail to lhcsatlsfacﬂqq} o [
of the Magistrate, unless for reasons to b é I
recorded (n writing, the Magistratc other-
wise directs. ;

(7) ox o X%

Pl 18
5. Looking to the proviston referred i 3
above It is but clear that it (s mandatory In
nature, and the mandate is that If the Mag-{ 3¢
Istratels trying a case in which the :\ccuseda o
has been charge for a non-ballable offcnc_eg,i :
and the (rial has not concluded withln 8
period of sixty days from the first date of
recording the evidence 1 the casc and that
theaceused had remained Incustody du

the whole of such period of sixty days, thed;

- i ‘@’ = ® - - .
T OO Cd AR MG B A TARN G L e oo
moer e

?
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oenca entitles: 1o be released on bail,

s Xd of course. the Magistiate doces not
¥ he same recording in wdling his
A therelor. Ciravmsceribing the undis

o e [actt ~l clrcumstances In the ambit of

L "-4" Pcwn, of Sectinn 437(6) of (i Code
VS "g‘ pal Procedare b is appment that
- ﬁ'_ 4 bold the ficld and apply here iom Al
:r,,"’i.' crs Inrejecnneihe baslapphication
N gtioner the learned tral Magistirate
g PekarnCd Fourth Addinonal Sessions
Dl iy o e Rav e ao doubt given thei
8 Gwallor. hinne no daubit pinve 1l
N ings asrequired noder the abos e pro-
“!\ 5 pos2 “ade ol L Mced

4§ vy of the Code o P TR T
e § they arc simply to the eifect that f the
",-." " ploncr were (o be aeleased then it s
l"{ ff 1 ul that he would be altending the
-"I 421 on each and cvery date hixed by the
BUE o fstrate. Thesc reasonings indicating the
{7 5L ton of the lcarned Courts helow.
‘-:. kepasirelcholimagination, could he termed
..‘,'; 3% padiclous. and therefore, they are not of
‘:~,‘ et 8 nature as (o thv.art and wash off the
:{-}‘; sadatory character f the provisions of
¥ 3cction 437(6) of the Cade of Criminal Pro-
"3,{'{“ re. | am of the considered view that the

s‘- atory right given to the accnsed by the
e

¢ provislons cannot be taken away in

a fashlon Since the petitioner had
*trouph remained in custady during the
2d perfod of more than sixty davs from the
gxxtdate (xed for tecording the evidence. he

0

N

bed
U G rge

Al be deemed 1o have been clothed with
Bp=rright tobe relcased on bail. The rejection
h ;’ bis application under Scetion 437(6) of
8.3 2 &)dcofCrim(n:llProccdurcby(hclc:\mcd
Al Magistrate and later thedismissal of his
B¥Lgarision petition by the learned Fourth Addi-

agaaal Sesslons Judge, Gwallor, was nothing

FATPR the‘abuse of the process of Court and
F2¢ glven rise to the miscarriage of justice.

XN, ‘G_{Co'nscqucnUy. in vicew of the aforesald
pemiusslon, this petition is allowed and the

R e

e
b

il

39 S=upned orders passed by both the Courts
RAL gxtscl aside.
Rttt

Sl PR 1 Petition allowed.

(B 2000 CRI. L. J. 2645

i .'(DELHI HIGH COURT)

SRA M. S. A SIDDIQUL Y.
*}‘;"‘7" dKhan, Appellantv. State, Respond-
".} 3 -

i
A I'

‘_{(r.-

v
3

gl I
R

RER/DI 58/2000/MPP/DPV
A8 iy
=3 R

No. 169 011997, D/- 29-2-2000. *

2]

Narcotlc Drugs and Peychotrople Sub-
stances Act (61 of 1085) 5. 23 —Scqrch
and selzure — Recovery of contraband
from possession of accused — Sccret In-
formation recelved by pollce — Absence
of Independent publlc witness from rald-
Ing party — No attempt made tonssocinte
publlic witnesses In search ond sclizure —
One member of ralding party not support-
ing prosecution case — Serious Infirmi-
tics in oral and documentary evidence —
Veracity of prosccutlon doubtful — No
implicit reliance could be pluced on evi-
dence of public officinls without corrobe-
ration from {ndependent tources — Con-
victlon of accused liable to be set aside.

(Paras 9 to 12, 14)

Cases Referred: Chronological Paras
Stale of Punjab v. Baldev Singh, 1999 Cri L)
3672 : (1999) 4 JT 595 . AR 1999 sC
2378 : 1993 AIR SC'W 2494 6
Ratlan Laly. State, (1987 2 Crimes 29 9
Mancka Gandhi v. Union of India, AIR 1978
SC 597 : (1978) 1 SCC 248 7

R.D. Aggarwal with Inderjeet Sharma, for
Petitioner; M. S. Butalia, for Respondent.

JUDGMENT :— This appeal Is directed
Against the judgment and order of convie-
tion dated 30-1-1997 passcd by the Addi-
tional Sesslons Judge, New Delhi in Ses-
sions Casc No. 14/96 convicting the pet-
tonerunder Section 2 of the Nareotic Drugs
and Psycotropic Substances Act (for short
the ‘Act’) and sentencing him to undergo
rigorous linprisonment for ten years and o
pay finc of rupcees one lac or in default to
suffer further simple Imprisonment for (wo
months,

2. Bricfly stated the prasecution case is
that on 3-11-1996 a police party led by
Inspector S. P. Kaushik (P.W. 5).uponsecret
information recelved, apprehended the ap-
pellant in Hanuman Lane, Baba Khadak
Singh Marg. New Delhl. The appellant was
given the option of Leing scarched before a
Gazetted Officer or a Magistrate but he de-
clined the offer. At that thne the appellant
was holding a polythene bag in his right
hand. On search, the said bag was found to
conlaln 855 gms. of heroln which was selzed
vide selzure memo (Ex. PW-4 /B). The appel-
lant was charged with an offence punishable
under Sectlon 21 of the Act and tried.

\ 3. The learned Sesslons Judge, on an

assessment of the evidence adduced by the
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Outward No.: Y.T./586/2006
Office of the Surat District Jail
Sagrampura, Ring Road, Surat
Date: 04/08/2006

To,

The Honorable Additional Chief Judicial Magistrate

Additional Chief Court

Gandevi

Subject: Forwarding Bail Bonds of Undertrial Accused

Sir,

With due respect, in reference to the above subject, it is hereby informed
that the bail bonds of the undertrial accused listed below have been duly signed
and the accused have been released on bail. The bail bonds have been prepared
with the details provided below and are submitted for your information.
Enclosure: |

Yours faithfully,
Superintendent
Surat District Jail
Sr. No. Name and Number of Accused Case Number

1 Ketan Kantilal Seth Gandevi Police Station Case No. 3/02, Criminal
Case No. 2778/04

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS
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M- Case No.: 3/2002
Criminal Case No.: 2778/04
Before the Magistrate at First Inquiry, Bail Bond and Surety Bond

Undertaking by the Accused:

[, Ketan Kantilal Seth, resident of 193, Lalit Kutir, J.V.P.D. Cross Road
No. 9, Andheri-49, having been charged with an offense under Sections 406,
409, 420, 467, 468, and 120B of the Indian Penal Code, distinct from the
offenses in Criminal Case No. 403/2004, and having been brought before the

Magistrate at Gandevi, hereby undertake as follows:

I am bound to appear before the said Magistrate’s Court or any other
Magistrate’s Court conducting the first inquiry into this charge, and to attend
daily until the inquiry is completed. If the case is committed to the Sessions
Court for trial, I am bound to appear before that Court to answer the charge
against me when ordered. Should I fail to comply with these conditions, I
undertake to pay the Government a sum of Rs. 1,00,000/- as a penalty for my
default. I, the accused, will also comply with the conditions set forth in the
attached agreement.

Date: 25/07/2006
Signature: Illegible
In the Presence of:
Jailer

Surat District Jail
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Undertaking by the Surety:
I, Prakashbhai Ramjibhai Dhanak, resident of 403, Mansi Palace,
Varachha Road, Near Dhruv Automobiles, Surat-6, hereby undertake (or we,

jointly and severally, undertake) as follows:

I stand as surety for the accused, Ketan Kantilal Seth, resident of 193,
Lalit Kutir. I undertake (or we undertake) that the said accused, charged with
the aforementioned offense, will appear daily before the Judicial First-Class
Magistrate’s Court at Navsari or any other Magistrate’s Court conducting the
first inquiry into the charge until the inquiry is completed. If the case is
committed to the Sessions Court for trial, the accused will appear before that
Court to answer the charge against him. Should the accused fail to comply with
these conditions, I am bound (or we are bound) to pay the Government a sum
of Rs. 1,00,000/- as a penalty for his default.
Date: 25/07/2006

Signature: Illegible
Advocate’s Statement:

I personally know the surety, who has affixed his signature.

Signature: Illegible
Advocate
Before,
Signature: Illegible
Additional Chief Judicial Magistrate,

Gandevi
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M- Case No.: 3/2002
Criminal Case No.: 2778/04

Conditions to be Complied with by the Accused:

[, Ketan Kantilal Seth, the accused in the aforementioned case, Criminal Case
No. 2778/2004, involving offenses under Sections 406, 409, 420, 467, 468, and
120B of the Indian Penal Code, distinct from those in Criminal Case No.

403/2004, undertake to comply with the following conditions:

I. During the police investigation, I will appear whenever summoned by the
police.

2. I will not, directly or indirectly, threaten or intimidate witnesses or prevent
them from giving testimony or making representations.

3. I will report to the Valsad Police Station every Saturday between 8:00 AM
and 8:00 PM.

4. I will surrender my passport or provide details of my passport.

5. I will provide my full name and address and wil] not change my address

without the Court’s permission until the trial is concluded.
Date: 25/07/2006
Conditions to be Complied with by the Surety:

[, Prakashbhai Ramjibhai Dhanak, the surety for the accused in the

aforementioned case, undertake to ensure the following conditions are met:
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1. During the police investigation, I will ensure the accused person appears
whenever summoned by the police.

2. 1 will not allow the accused, directly or indirectly, to threaten or intimidate
witnesses or prevent them from giving testimony or making representations.
3. 1 will ensure the accused reports to the Valsad Police Station every Saturday
between 8:00 AM and 8:00 PM.

4. I will ensure the accused surrenders his passport or provides details of his
passport.

5. I will ensure the accused provides his full name and address and does not

change his address without the Court’s permission until the trial is concluded.

Date: 25/07/2006

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS
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To: P.S.I. Shri Gandevi Police Station

Criminal Case No. 2778/4
Date 31/12/20

I-Court Gandevi

From: Manharlal Dahyalal Dave

Resident of Dave Mohallo, Gandevi

A complaint has been filed before me that [name of accused not specified
in the document], resident of [residence not specified in the document], on the
date [date not specified in the document] in the month of [month not specified
in the document] in the year 201[year not fully specified in the document],
committed an offense under Sections 406, 409, 420, 468, and 120B of the
Indian Penal Code, and it appears to me that you, on behalf of the Government,

will likely provide substantial evidence regarding the matter.

Therefore, you are hereby summoned to appear before this Court at
Gandevi on the 31st day of the 12th month at 11:00 AM to give evidence
regarding what you know in connection with the said complaint, and you shall

not leave the court without its permission.

Here, the offense, its time, and place should be written.
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Here, it should be written on behalf of the complainant, the accused, or the

Court.

And you are hereby warned that if, without reasonable cause, you fail to
appear 2t the said time and place or refuse to do so, a warrant will be issued to

compel your attendance.
Issued under my signature and the seal of the Court on this day [date not

specified in the document] in the month of [month not specified in the

document], 201[year not fully specified in the document].
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In the Court of the Hon’ble Additional Chief Judicial Magistrate,
Gandevi
At: Gandevi
Criminal Case No. 2778/4

Complainant: The State Government
Versus
Accused: Ketan Kantilal Seth

Humble Application on Behalf of the Accused in this Case:

The accused in this case, due to unavoidable circumstances, has been
unable to remain present in the Hon’ble Court. Therefore, it is respectfully iy
requested that an appropriate order be passed in the interest of justice to

condone their absence for today only.

Date: 08/07/2022

Sd/- Illegible
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" Case Diary
No. 01
Date: 16/7/02

Investigating Officer: S.B. Zhala, Police Sub-Inspector

Police Station: Gandevi

District: Navsari

Crime Register Number and Sections: M. Case No. 3/02, under IPC Sections
406, 420, 120(B)

Complainant’s Name and Address: Champakbhai R. Mali, Resident of Ugman
Street, Gandevi, Taluka Gandevi

Accused’s Name and Date and Time of Arrest:

(1) Home Trade Limited, Mumbai

(2) Nandkishor Shankarlal Trivedi

(3) Ketan Seth

(4) Sanjay Hariram Agarwal

(5) Subodh Bhandari

(6) Hiten Bhupendra Shah

(7) Hiren Gada

(8) Shashank Gopal Rande

(9) Vijay Himatlal Modi

(10) Salil Dinakarlal Gandhi

(11) Alan James Macmillan
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(12) Rasal Bankkam Vegar

(13) Mike alias Manoj Ambelal Shah, Resident of Bangalore

(14) Dhananjay Agarwal

(15) Mrs. Shilpa Hiten Shah

(16) Mrs. Jagruti Ketan Seth

(17) Kanan Mevawala

(18) Ketan R. Mashkariya

(19) Neeraj A. Surati

(20) Kruti Neeraj Surati

Nos. I to 10 and 14 to 18: Resident of Mumbai

Nos. 11, 12: Resident of U.S.A.

Nos. 13, 19, 20: Resident of Bharuch

(a) In Police Custody or on Bail?: [Not specified in the document]

(b) Date and Time Sent to Magistrate’s Custody: [Not specified in the
document]

Place of Crime: K. Da. No. 8, Village Gandevi, People’s Co-operative, East
Km. 200 meters, House Veer

Date and Time of Crime: K. Da. No. 9, From Date 26/2/02

Date and Time of Crime Registration: K. Da. No. 10, Date 16/7/02, Time 14:30
Date and Time of Visits to Places for Investigation: [Not specified in the
document]

Places Investigated: [Not specified in the document]

Stolen Property: [Not specified in the document]

Recovered Property: [Not specified in the document)

Time the Officer Started and Completed the Investigation: [Not specified in the
document]

Case Diary Number and Date: [Not specified in the document beyond No. 01,
Date 16/7/02]

Last Case Diary Number and Date: [Not specified in the document]
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In the manner that at the date, time, and place mentioned above, the accused
persons listed in the Case Diary, at Gandevi People’s Co-operative Bank Ltd.,
conspired to misappropriate an amount of Rs. 2,90,10,162.50, which was given
for the purchase of government securities, by committing criminal breach of
trust and cheating, thereby committing an offense.

Today, 1 was on duty at the police station. During this time, the
complainant in this case submitted a complaint bearing Court Notification No.
763/02 dated 12/7/02 from the Hon’ble Judicial Magistrate First Class, Gandevi
Court, under Criminal Case No. 11/02. Accordingly, an M. Case was registered
under the aforementioned number, a report was made under Section 157 of the
Cr.P.C., and further investigation was taken up. The details of the complaint are
as follows:

In the Court of the Hon’ble Judicial Magistrate First Class, Gandevi
Criminal Case No. 11/2002
Complainant: Champakbhai R. Mali, Age 55 years, Occupation: Service,
Resident of Ugman Street, Gandevi, Taluka Gandevi
Versus
Accused:
1. Home Trade Limited, Address: Mittal Court, ‘A’ Wing, 143, 14th Floor,

Nariman Point, Mumbai 400021

2. Shri Nandkishor Shankarlal Trivedi, Age 45 years, Occupation:
Business, Resident of Dev Bhuvan, 2nd Floor, Room No. 32, Chira
Bazaar, Mumbai

3. Shri Ketan Kantilal Seth, Age 40 years, Occupation: Business, Resident
of 193, Lalit Kutir, C.H.S., Gulmohar Cross Road No. 9, Juhu, Mumbai
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- Shri Sanjay Hariram Agarwal, Age 35 years. Occupation: Business.
Resident of Juhu Shalimar, C.H.S. Limited, Gulmohar Cross Road No.
10, Juhu, Mumbai

. Shri Subodh Bhandari, Age 46 years, Occupation: Business, Resident of
704/B, Govind Complex, Sector 14, Vashi, Navi Mumbai 400705

. Shri Hiten Bhupendra Shah, Adult, Occupation: Business, Resident of
102, Gandhi Niwas, Ashok Nagar Road, Vakola, Santacruz, Mumbai
400055

. Hiren Gada, Adult, Occupation: Business, Senior Vice Presidént, Home
Trade Limited, Address: Mittal Court, ‘A’ Wing, 143, 14th Floor,
Nariman Point, Mumbai 400021

. Shashank Gopal Rande, Age 40 years, Occupation: Business, Resident
of 3/1, Radhakrishna Niwas, Ground Floor, Dagadiwadi, S.K. Bole
Road, Dadar (C.W.J.), Mumbai

. Shri Vijay Himatlal Modi, Age 46 years, Occupation: Business, Resident
of A/203, Amita Co-operative Housing Society Ltd., Kulupawadi Road,
Borivali (East), Mumbai 400063

10.8alil Dinakarlal Gandhi, Age 43 years, Occupation: Business, Resident

of 11/13, Gold Coin Co-operative Housing Society Ltd., Tardeo,
Mumbai

11.Alan James Macmillan, Age 41 years, Occupation: Business, Resident
of 785 Castro Street, Mountain View, CA §404l, U.S.A.

12.Rasal Bankekam Vegar, Adult, Occupation: Business, Resident of

Timber Hill Terrace, Zion Galed, AL 1940, U.S.A.

13.Shri Mike alias Manoj Ambelal Shah, Age 58 years, Occupation:

Business, Resident of Bellary Road, R.M.V. Extension, Bangalore 80

14.Shri Dhananjay Agarwal, Adult, Occupation: Business, Director, Home

Trade Limited, Address: Mittal Court, ‘A’ Wing, 143, 14th Floor,
Nariman Point, Mumbai 400021
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15.Mrs. Shilpa Hiten Shah, Adult, Occupation: Business, Resident of 102,
Gandhi Niwas, Ashok Nagar Road, Vakola, Santacruz, Mumbai 400055
-~ 16.Mrs. Jagruti Ketan Seth, Adult, Occupation: Business, Resident of 193,
Lalit Kutir, Gulmohar Cross Road No. 9, Juhu, Mumbai
17.Ms. Kanan Mevawala, Age 28 years, Occupation: Business, Resident of
Jayant Mahal, 5th Floor, Opposite Wankhede Stadium, Marine Drive,
Mumbai
18.Shri Ketan R. Mashkariya, Age 35 years, Occupation: Business,
) Director, Home Trade Limited, Address: As per Accused No. 14
o\ 19.Neeraj A. Surati, Age 34 years, Occupation: Business, Resident of Suryo
Flats, First Floor, Above Surya Shopping Complex, Sevashram Road,
Bharuch 392001
20.Mrs. Kruti Neeraj Surati, Adult, Occupation: Business, Resident of
Matru Ashish, Near Rungta Eye Hospital, Sindhvoi, Bharuch 392001

Complaint: Under IPC Sections 406, 420, 120B, the basis of the
complainant’s complaint is as follows:
1. We, the complainant, are an institution established and operating at
Gandevi under the Banking Regulation Act, 1949, the Gujarat Co-
operative Act, and its sub-rules. Our institution has been granted the
@ necessary licenses by the Reserve Bank of India, Ahmedabad, to conduct
banking operations. The head office of our institution is located at
Gandevi, with other offices at Bilimora and Chikhli. The institution,
through Resolution No. 2(A)3 dated 19-5-[year not specified, likely

= 2002], has authorized us, the complainant, to take legal action against the
~ accused in this case. Accordingly, this complaint has been filed against
. the accused in this case.

(3 2. The accused No. 1, “Messrs Home Trade Limited,” is a firm engaged as
® a share and stockbroker, registered with the National Stock Exchange.
5o File 2 of 2 of CC No. 2778 of 2004 Gandevi PS
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The accused Nos. | to 18 are directors of the said firm, while accused
Nos. 19 and 20 operate a business in Bharuch and represent themselves
as agents of accused No. 1’s firm. They have made such representations
to us, the complainant, and we. relying on these representations, have
accepted them as agents of accused No. 1’s firm and proceeded
accordingly. Accused Nos. 2 to 8 personally manage and administrator
accused No. 1’s firm under their direct supervision and are responsible
for its operations. In this capacity, the present complaint has been filed
against the accused.
- Accused No. 3, Shri Ketan Seth is a prominent share broker in Mumbai.
In 1999, he represented himself as a reputed share broker and stated that
he was a director of Euro Asian Securities Limited, a company that is a
member of the National Stock Exchange. He further represented that the
said company conducts large-scale transactions in government securities
and satisfies its customers.

The complainant bank is required to maintain its Statutory
Liquidity Ratio (SLR) amount, as referred to as SLR, by investing in
government securities, This is mandated under the Banking Regulation
Act, 1949. Compliance with the Reserve Bank of India’s directives is
mandatory for all government banks, and accordingly, the complainant
bank was also required to invest in government securities to maintain its
SLR.
. Based on the above facts and legal requirements, and relying on the
representations and assurances of accused No. 3, Ketan Seth, in October
1999, the complainant bank paid Rs. 25,77,358.61 via cheque No. 63956
drawn on Maharashtra State Co-operative Bank Limited, Mumbai, to the
accused for the purchase of government securities. The accused
conducted this transaction to the complete satisfaction of the

complainant.
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5. Subsequently, in May 2000, accused No. 3, Ketan Seth, accused No. 4,
Sanjay Agarwal, and accused No. 2, Nandkishor Trivedi, visited the main
branch of the complainant bank and represented that they had changed
the name of their firm, Euro Asian Securities Limited, to Home Trade
Limited. They stated that Home Trade Limited is a member of the
National Stock Exchange and that its directors are highly professional
techno-traders. They requested that government securities transactions
be conducted through Home Trade Limited. Additionally, the accused
represented that Home Trade Limited’s sister company, Vez India
Limited, engages in traditional transactions with prominent individuals
such as Shah Rukh Khan, Hrithik Roshan, Sachin Tendulkar, and
Priyanka Chopra. The accused invited the complainant to visit their
office in Mumbai to gain firsthand knowledge of their operations. Taking
their request into consideration, the directors of the complainant bank
visited the accused’s office at Software Park, Navi Mumbai. The office
was ultra-modern, equipped with computerized, air-conditioned
facilities. The accused represented that a significant portion cf the
Mumbai and Pune Stock Exchanges’ operations is conducted through
their firm and made claims about their firm’s performance. The accused,
from the outset, made misrepresentations to the complainant bank and
attempted to create a false impression of their efficient operations.

6. Relying on the accused’s representations and for the 'purpose of
maintaining SLR, we, the complainant, entered into the following

financial transactions with the accused in this case:

Details of Financial Transactions
(a) In October 1999, a cheque No. 63956 from Maharashtra State Co-operative
Bank Limited was issued for Rs. 25,77,358.61 to purchase government

securities, and the transaction was completed.

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



Page 36 of 626

(b) In May 2002, among the accused, Shri Ketan [Seth], Sanjay Agarwal, and
[Nandkishor] Trivedi visited Gandevi and represented that the firm named Euro
Asian Securities had changed its name to Home Trade Limited. They stated that
Home Trade Limited deals in government securities and other transactions, is
a member of the Stock Exchange, and requested that future transactions be
conducted with them. Additionally, they represented that Home Trade Limited
15 managed by highly professional experts and that prominent personalities
such as Shah Rukh Khan, Hrithik Roshan, Sachin Tendulkar, and Priyanka
Chopra are associated with the institution’s activities. Considering the
accused’s representations and request, we visited their office in Navi Mumbai,
met Ketan Seth and other directors, and they made grand claims about their
institution. From that time, the accused’s intention was to deceive the
complainant.

(c) Based on the accused’s representations, in the period of 16/1/2001, we
instructed the purchase of government securities, and the accused issued
Contract Notes No. 6405 and 6407 dated 16/1/2001 for Rs. 1,98,95,641.66.
(d) Based on the accused’s Contract Notes No. 6403 and 6406, we resolved to
purchase 13.80% bonds of the Sardar Sarovar Narmada Nigam, and for the
purchase and sale of these bonds, we were to pay the accused Rs. 63,79,986.02,
which was paid via cheque No. 069109 from HDFC Bank.

(e) As another transaction, we instructed the sale of securities worth Rs.
2,21,90,375.00, for which the accused issued Contract Notes No. 6815 and
6817, and we provided the securities to the accused. For this sale, we purchased
9.85% GOI 2015 securities worth Rs, 2,02,38,305.56 through the accused’s
Contract Note No. 6813, and the difference of Rs. 19,52,069.44 was paid by
the accused. However, the accused did not deliver the securities under Contract
Note No. 6813.

(f) In November 2001, when we instructed the accused to deliver the securities

under Contract Note No. 6813, the accused stated that selling these securities
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would be profitable. Accordingly, we instructed the accused to sell the
securities, and the accused reported having sold them for Rs. 2,16,68,694.44
via Contract Note No. 6867 dated 15-11-2001.

(g) To meet our SLR requirements, we instructed the purchase of 10.03% GOI
2019 securities, and the accused issued Contract Note No. 6869 dated 15-11-
2001 for Rs. 2,72,93,665.67. We paid the difference of Rs. 56,24,972.23 to the
accused via cheque No. 297812 from HDFC Bank. The accused was to deliver
these securities to us in December 2001.

(h) In the period of 13-12-2001, instead of accepting delivery of the
aforementioned securities, we, the complainant, instructed the accused to sell
these securities. The accused issued Contract Note No. 6939 dated 16-12-2001
for Rs. 2,90,16,743.06.

(i) To meet our SLR requirements, we purchased 7.50% GOI 2010 securities
from the accused through Contract Note No. 6941 dated 16-12-2001 for Rs.
2,79,58,333.33.33. The difference of Rs. 10,58,409.33 was paid to us by the
accused via cheque. However, the accused was required to deliver these
securities to us, the complainant.

(j) In the period of 26/2/2002, we instructed the accused to proceed with the
sale of the transaction under Contract Note No. 6941, and the accused issued
Contract Note No. 7435 dated 26-2-2002 for Rs. 2,86,79,062.50 to us.

(7) To meet our requirements, we instructed the accused in this case to purchase
8.07% GOI 2017 securities. The accused issued Contract Note No. 7437 dated
26-2-2002 for Rs. 2,90,10,162.50. From the outset, the accused, in collusion
with each other, made misrepresentations to our complainant institution and,
with malicious intent, deliberately enticed us to misappropriate crores of
rupces. Despite our repeated demands, the accused have neither returned nor
delivered the 8.07% GOI 2017 securities under Contract Note No. 7437 dated
23-2-2002. Despite our repeated attempts to contact the accused via phone, fax,

and in person, the accused do not appear at their usual place of business or
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residence, nor do they provide the security as per our demands or act in
accordance with the promises and trust they established. Subsequently, through
newspapers, television, and other sources, we, the complainant, became
convinced that the accused in this case, as stated in the complaint, failed to
deliver the securities worth Rs. 2,90,10,162.50 under Contract Note No. [likely
7437, though “2017” appears to be a typo] dated 26-2-2002, which we, the
complainant, had purchased and for which the accused were responsible. By
doing so, the accused deliberately committed the acts mentioned in the
complaint, constituting serious criminal offenses under Sections 406, 420, and
421 of the Indian Penal Code. Due to their illegal actions, we are compelled to
file this complaint in the Gandevi Court to seek justice.
(8) Our witnesses are as follows:
1. I, the complainant myself
2. Shri Akshay R. Desai, Director, The Gandevi People’s Co-operative
Bank Limited, Resident of Gandevi
3. Shri Mukesh Mehta, Director, The Gandevi People’s Co-operative Bank
Limited, Resident of Gandevi
4. Shri Manharlal D. Shah, Director, The Gandevi People’s Co-operative
Bank Limited, Resident of Gandevi
5. Shri Kishor T. Patel, Director, The Gandevi People’s Co-operative Bank
Limited, Resident of Gandevi
6. Shri Gulabbhai B. Patel, Director, The Gandevi People’s Co-operative
Bank Limited, Resident of Gandevi
Additional witnesses will be presented as needed during the

investigation.

Date: 10/7/2002

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



Page 39 of 626

Today, we, the complainant, at Gandevi, declare on affirmation that all

the facts written in the above complaint are true and correct to our knowledge
and belief.

Date: 10/7/2002

The complaint’s details and facts have been read and included in the case
file.

Thereafter, in this case, a significant amount of approximately three
crores has been misappropriated through fraud. The accused named in the
complaint, Home Trade Limited, a share-broking firm, has similarly committed
fraud and criminal breach of trust against several cooperative banks in Gujarat
and Maharashtra, for which various cases have been registered at different
locations. The current offense registered in this case is of a serious nature.
Accordingly, a wireless message (N.R. 16 Group 8/70) was sent to the
Superintendent of Police, Navsari, to inform them of the complaint’s facts, and
the case was included in the Watch Register (W.C. No. O.C.) for further action.

Subsequently, contact was made with the complainant, Shri
[Champakbhai R. Mali], at the Gandevi People’s Co-operative Bank via
telephone (No. 62338). The complainant stated that they were engaged in
important work and would visit after completing the bank’s working hours.
They were instructed to provide necessary copies of the documents mentioned
in the complaint about this case.

Meanwhile, we were required to travel to Chikhli to obtain custody of
the accused in another case (I.C.R. No. 59/02, under IPC Sections 454, 457,
380, 114) from the court of the Judicial Magistrate, Chikhli, via a transfer
warrant. As a result, the investigation of this casc was temporarily paused.

Therefore, further investigation in this case, including recording witness
statements and obtaining necessary documentary evidence, will be resumed

after returning from the investigation of I.C.R. No. 59/02.
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Gandevi
Case Diary No. 2, Date: 17/7/02, Time: 22:00 to 23:00

Today, the investigation of this case was undertaken. Upon questioning
the complainant, Champaklal Rangildas Mali, aged 55 years, resident of
Ugmana Street, Gandevi, Taluka Gandevi, he stated that he has been serving as
a Recovery Officer at the Gandevi People’s Co-operative Bank Ltd. since 1986.
On 30/11/01, the then General Manager, Hasmukhbhai M. Desai. retired due to
illness. In a meeting of the bank’s Board of Directors on 1 1/1/[year not
specified, likely 2002], under Resolution No. 10(8), he was assigned the duties
of In-Charge General Manager until further arrangements were made. The bank
has been granted License No. UBD-GUJ-1431 under the Banking Regulation
Act, 1949, to conduct banking operations.

Generally, every urban bank or cooperative bank licensed for banking
operations is required to invest a certain percentage of its total deposits, as
periodically revised by the Reserve Bank of India (RBI), in Statutory Liquidity
Ratio (SLR) requirements. This amount must be invested in District Co-
operative Banks, State Co-operative Banks, or governmerit securities approved
by the RBI, as per the prescribed percentage. The RBI issues circulars
specifying the percentage to be invested in District Co-operative Banks, State
Co-operative Banks, or government securities.

In 1999, as per RBI directives, our bank was required to invest Rs.
3,28,46,011/- in SLR. Of this, Rs. 37,19,294/- was invested in the Valsad
District Co-operative Bank to meet SLR requirements. Additionally, as per RBI
Circular No. U.B.D. 498/A, Rs. 25,77,358.61 was invested in government
securities through a firm named “Euro Asian Securities,” now renamed Home
Trade Limited, based in Mumbai. These securities were Government of India
bonds maturing in 2009 with an annual interest rate of 11.99%. A cheque was
issued in the name of Maharashtra State Co-operative Bank Ltd., Mumbai, for

this transaction.
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In January 2001, to meet SLR requirements for 25% of the bank’s total
deposits as per RBI Circular No. U.B.D. 498/A, Rs. 2,64,55,666/- was invested
in the Valsad District Co-operative Bank. Additionally, to meet the SLR
requirement of investing two crores in government securities, an agreement
was made with Home Trade Limited, Mumbai, to purchase government
securities. Accordingly, Home Trade Limited, Mumbgi, facilitated the purchase
of Government of India securities (CG 2012) with a nominal value of Rs. 1
crore at a market price of Rs. 96.25, under Contract No. LBL/NSE/2001-
200006405 dated 16-1-2001, with an annual interest rate [not specified].
Additionally, Government of India securities (CG 2012) with a nominal value
of Rs. 1 crore was purchased at a market price of Rs. 101.25, totaling Rs.
1,01,31,127.78 (including interest) with an annual interest rate of 11.3%, under
Contract Note No. LBL/NSE/2001-02-0006407.

Under both contract notes, a total of Rs. 1,98,95,641.67 was invested.
This amount was to be paid by our bank to Home Trade Limited, Mumbai. In
exchange, Government of India securities maturing in 2009, with a nominal
value of Rs. 25 lakh were sold at a market price of Rs. 108.25, totaling Rs.
27,92,011.81, under Contract No. LBL/NSE/2001-02-0006403. Additionally,
Sardar Sarovar Narmada Nigam Ltd. (SSNL) bonds of the Gujarat
Government, with a nominal value of Rs. 1 crore were sold on the same day at
the prevailing market price, totaling Rs. 1,07,23,643.84, under Contract No.
LBL/NSE/2001-02-0006409. The total proceeds from these sales amounted to
Rs. 1,35,15,655.65. Consequently, on 16/1/01, the difference in funds from the
purchase and sale of government securities amounting to Rs. 63,79,986.02, was
paid to Home Trade Limited, Mumbai, via cheque No. 069109 from HDFC
Bank, Surat. The purchase and sale of these government securities were
conducted satisfactorily by Home Trade Limited, Mumbai, with our bank.

Similarly, on 22/10/2001, Government of India securities (GOI 2012)

with an annual interest rate of 11.03% and a nominal value of Rs. 1 crore were
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sold at a market price of Rs. 111.10. totaling Rs. 1.14,01.069.44. under Contract
Note No. LBL/NSE/2001-02-00068118. Additionally, Government of India
securities (GOI 2012) with an annual interest rate of 10.25% and a nominal
value of Rs. 1 crore held by our bank were sold at the prevailing market price,
totaling Rs. 1,07,89,305.56, under Contract Note No. LBL/NSE/2001-02-
0006817. The total proceeds from these sales amounted to Rs. 2,21,90,375.00.
On the same day, i.e., 22/10/01, to meet SLR requirements, Government of
India securities (GOI 2015) with an annual interest rate of 9.85% and a nominal
value of Rs. 2 crore were purchased at a market price, totaling Rs.
2,02,38,305.56, under Contract No. LBL/NSE/2001 -02-0006913. Thus, on that
day, the difference in funds from the purchase and sale of government
securities, amounting to Rs. 19,52,069.40, was credited to our bank’s account
at HDFC Bank, Surat, via cheque No. 257017 by Home Trade Limited,
Mumbai.

Thereafter, on 15-11-01, Government of India securities (GOI 2015)
with an annual interest rate of 9.85% and a nominal value of Rs. 2 crore held
by our bank were sold at the prevailing market price, totaling Rs.
2,16,68,694.44, under Contract No. LBL/NSE/2001-02/0006867. On the same
day, to meet our bank’s SLR requirements, Government of India securities
(GOI 2019) with a nominal value of Rs. 2.5 crore and an annual interest rate of
10.03% were purchased at the prevailing market price, totaling Rs.
2,72,93,666.67, under Contract No. LBL/NSE/2001-02/0006869. T hus, on 15-
11-2001, the difference in funds from the purchase and sale of government
securities, which our bank was to pay to Home Trade Limited, Mumbai,
amounted to Rs. 56,24,972.23 [Note: The document states Rs. 56,74,972.23,
likely a typo], and this was paid to Home Trade Limited, Mumbai, via cheque
No. 297812 from HDFC Bank, Surat.

Despite this, the directors and officers of Home Trade Limited, Mumbai,

conspired and, during the aforementioned trading, gained our bank’s trust and
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committed fraud. Although the full amount was paid for the purchase of
Government of India securities with an annual interest rate of 10.03% under
Contract No. LBL/NSE/2001-02/0006869 dated 15-11-2001, the securities,
which were to be delivered to our bank within the stipulated time as per
regulations, were not provided. When our bank demanded these securities via
telephone from the responsible officer of Home Trade Limited, Mumbai, Shri
Kanan Mevawala, he advised that selling the securities would be profitable.
Accordingly, on 16-12-01, we contracted with Home Trade Limited, Mumbeai,
to sell the said GOI 2019 securities under Contract No. LBL/NSE/2001-
02/0006939, which yielded Rs. 2,90,16,743.06. Concurrently, to meet SLR
requirements, Government of India securities (CG 2010) with an annual
interest rate of 7.50% and a nominal value of Rs. 2.75 crore were purchased at
the prevailing market price, totaling Rs. 2,79,58,333.33, under Contract No.
LBL/NSE/2001-02/0006941. On 16/12/2001, the difference in funds from the
purchase and sale of government securities, amounting to Rs. 10,58,409.33,
was to be paid by Home Trade Limited, Mumbai, to our bank and was credited
to our bank’s account at HDFC Bank, Surat, via cheque No. 356171.
Thereafter, as the market value of the Government of India securities
(CG 2010) held by our bank was expected to yield higher returns, we contracted
with Home Trade Limited, Mumbai, on 26-2-02 to sell these securities under
Contract No. LBL/NSE/2001-02/0007435. The sale yielded Rs. 2,86,79,062.50
at the prevailing market price. Concurrently, as there was a need to puréhase
government securities to meet our bank’s SLR requirements, we contracted
with Home Trade Limited, Mumbai, on 26/2/02 to purchase Government of
India securities (GOI 2017) with a nominal value of Rs. 2.75 crore and an
annual interest rate of 8.07%, totaling Rs. 2,90,10,162.50, under Contract No.
LBL/NSE/2001-02/0007437. The difference in funds from the purchase and
sale of government securities, amounting to Rs. 3,31,100.00, was to be paid by

our bank to Home Trade Limited, Mumbai. However, the Government of India
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securities (GOI 2017) purchased by our bank through Home Trade Limited,
Mumbai, under Contract No. LBL/NSE/2001-02/0007437 have not been
delivered to our bank to date.

Consequently, the directors and officers of Home Trade Limited,
Mumbai, conspired against our bank, gained our trust during prior financial
transactions, and committed fraud and criminal breach of trust. On 26/2/02, our
bank purchased Government of India securities (GOI 2017), which have not
been delivered to date, resulting in the misappropriation of a significant amount
of Rs. 2,86,79,062.50 and causing serious financial loss to our bank.

To obtain the aforementioned government securities, our bank repeatedly
demanded delivery from the responsible directors/officers of Home Trade
Limited, Mumbai, via telephone and fax within the stipulated time as per
regulations, but the securities were not provided. Additionally, on 22-4-2002,
our bank’s accountant, Shri Mahendrabhai Tailor, was sent to Home Trade
Limited, Mumbai, with an authorization letter to collect the outstanding
government securities. He visited the office of Home Trade Limited at Vashi,
Navi Mumbai, and met the director, Shri Ketan R. Mashkariya. He requested
the delivery of the GOI 2017 securities and provided the authorization letter
addressed to the responsible officer of Home Trade Limited, Mumbai, Shri
Trivedi. Mashkariya asked Mahendrabhai to wait, went inside the office, and
returned after about 15 minutes. He informed Mahendrabhai that the securities
purchased by our bank were not available. Instead, he provided a cheque for
Rs. 2,96,45,114.58, including interest to date, in the name of our bank, drawn
on HDFC Bank, Surat, with Account Payee Cheque No. 984153, dated 16-6-
02, signed by N.S. Trivedi as an authorized officer of Home Trade Limited.
Mahendrabhai returned to Gandevi with the cheque.

Thereafter, on 10-6-02, our accountant, Shri Mahendrabhai Tailor,
deposited the cheque provided by Home Trade Limited, Mumbai, at HDFC
Bank, Surat.
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Subsequently, on 17/6/02, HDFC Bank, Surat, informed our bank in
writing that Cheque No. 984153 dated 10-6-02 was returned due to “Account
Blocked” and could not be cleared. This confirmed that Home Trade Limited,
Mumbeai, had conspired to commit fraud and criminal breach of trust, causing
our bank a significant financial loss of Rs. 2,96,45,114.58.

Meanwhile, on 28/4/02, our bank’s directors, Shri Manharbhai Shah and
Mukeshbhai Mehta, learned from television news that Home Trade Limited,
Mumbeai, had similarly failed to deliver government securities to the Nagpur
District Co-operative Bank after receiving payment, and the Nagpur bank had
filed a complaint against Home Trade Limited. Director Shri Manharbhai Shah
informed me and other bank officers of this fact. The next day, on 29/4/02, in
the morning, our bank’s Chairman, Shri Akshaybhai Desai, Vice-Chairman,
Shri Mukeshbhai Mehta, and Director, Shri Manharbhai Shah, went to Home
Trade Limited’s office in Mumbai to retrieve the aforementioned securities.
However, the office was closed, and no responsible director or officer was
available. Throughout the day, no specific information was obtained. The next
day, they visited Home Trade Limited’s sister concern, Vez India Limited, to
investigate and learned that the police had visited Home Trade Limited’s office
and that the company had committed a large-scale scam involving the purchase
and sale of government securities.

Thereafter, on 30/4/2002, Director Shri Manharbhai Shah called me to
Mumbai. There, we confirmed thaf Home Trade Limited’s officers had
committed fraud and criminal breach of trust against our bank. On 2-5-02, I
filed complaints witﬁ the National Stock Exchange (NSE) of India Limifed,
Bandra Kurla Complex, Mumbai, and the Securities and Exchange Board of
India (SEBI), Nariman Point, Mumbai. On 4-5-02, T also filed a complaint with
the Economic Offences Wing, Crime Branch, Crawford Market, Mumbai. The
officer responsible accepted the complaint, signed, and stamped a copy for me.

However, for some reason, the complaint was returned, and I was advised to
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file it in Gujarat. To date, as informed by NSE, SEBI, and Crime Branch
officers, the complaint regarding this matter has been filed in the Gandevi
Court.

Additionally, the necessary documents related to the transactions with
Home Trade Limited, Mumbai, at the relevant times have been submitted.
Consequently, Home Trade Limited, Mumbai, has committed fraud and
criminal breach of trust against our bank. As the accused are highly influential,
filing a complaint in court is likely to yield Justice. Therefore, through our
advocate, Shri R.G. Desai, the present complaint has been filed. As per our
advocate’s advice, if a complaint is to be filed in the court, it should not be filed
at the Gandevi Police Station. Accordingly, I mentioned in my complaint that I
had gone to the Gandevi Police Station to file a complaint, but in reality, I did
not take any steps to file a complaint at the Gandevi Police Station.

The detailed statement of the complainant, along with the facts stated
above, has been recorded and included in the case file. The submitted
documents have been read and included in the case file.

Therefore, further investigation, including recording statements from

other witnesses, is ongoing.

Date: 18/7/02

Today, the investigation of this case was undertaken, and witness
Mahendrabhai Bhanabhai Tailor, aged 40 years, occupation: service, resident
of Kumbharwad, near Hanumanji Temple, Gandevi, Taluka Gandevi, was
questioned. He stated that he has been working as an accountant at Gandevi
People’s Co-operative Bank Ltd., Gandevi, for the last 12 years. The bank has
a total of 13 directors. The directors are elected through a general body election
and serve for three years before re-election. The current chairman of the bank
is Akshaybhai Desai, the vice-chairman is Mukeshbhai Babubhai Desai, and

the secretary is Kishorbhai T. Patel, resident of Gandevi. Other directors include
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Manharbhai Shah, Gulabbhai B. Patel, and others. The bank is managed
collectively by the chairman, vice-chairman, and directors. The subsequent
facts align with the statement given by Shri Champaklal Rangildas Mali. His
detailed statement was recorded and included in the case file.
Thereafter, witness Akshaybhai Rameshchandra Desai, aged 55 years,
occupation: agriculture, resident of Desai Compound, Gandevi, Taluka
Gandevi, was questioned. He stated that he has been serving as the chairman of
the said bank for the last two years. The vice-chairman is Mukeshbhai
Balubhai, and the secretary is Kishorbhai Thakorbhai Patel. The directors
include Manharbhai Shah, Gulabbhai Patel, Jasminbhai Desai, Rajeshbhai
Vaidh, Navinchandra M. Gandhi, Gopalbhai Gohil, Sureshbhai P. Nemani,
Naginbhai Rana, and Ghulambhai J. Sheikh. The current general manager is
Champakbhai R. Mali. The subsequent facts align with the statement given by
Shri Champaklal Rangildas Mali. His detailed statement was recorded and
included in the case file.
Therefore, further investigation, including recording statements from other
witnesses, remains pending.
Gandevi
Case Diary No. 4, Date: 20/7/02, Time: 15:30 to 17:00

Today, the investigation of this case was undertaken, and witness
Manharlal Dahyalal Shah, aged 49 years, occupation: transport business,
resident of Dave Mohallo, Gandevi, Taluka Gandevi, was questioned. He stated
that he operates a transport business named J.M. Roadways. Previously, in
September 1991, he served as a director of Gandevi People’s Co-operative
Bank, and in 1993-94, he served as the bank’s vice-chairman. Since 30/09/01,
he has been serving as a director of the bank. The bank’s chairman, Akshaybhai
Desai, has been serving since October 2000 to the present. Other current
directors include Kishorbhai Thakorbhai Patel and Gulabbhai Bhagubhai Patel.
From 1991 to 1993, the bank’s manager was Hasmukhbhai M. Desai, followed
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by Harkishanbhai Rana, then Chhaganbhai Bhatt, then Upadhyay Sir, then
Gunvantbhai Shah, then Hasmukhbhai Desai again. Currently. Champaklal
Rangildas Mali serves as thc manager. The subsequent facts align with the
statement given by Shri Champaklal Rangildas Mali. His detailed statement
was recorded and included in the case file.

Therefore, further investigation, including recording statements of other

witnesses as they become available, remains pending.

Gandevi
Case Diary No. 5, Date: 31/7/02, Time: 16:00 to 18:00
Today, the investigation of this case was undertaken, and witness
Gulabbhai Bhagwandas Patel, aged 45 years, occupation: business, resident of
Bhat Mohallo, Gandevi, Taluka Gandevi, was questioned. He stated that he runs
a business named Rashtriya Cold Drinks in the Gandevi market. Since 1999,
he has been serving as a director of Gandevi People’s Co-operative Bank. Other
directors include Manharbhai Shah, and the chairman is Akshaybhai R. Desai.
The bank’s manager was Hasmukhbhai Desai, but due to illness, he retired, and
since 8-11-01, Champaklal Rangildas Mali has been serving as the manager,
performing these duties as an additional responsibility. The subsequent facts
align with the statement given by the complainant, Shri Champaklal Rangildas
Mali. His detailed statement was recorded and included in the case file.
Thereafter, the complainant, Shri Champaklal Rangildas Mali, resident of
Gandevi, was questioned specifically. He confirmed that his previously
recorded statement is correct and true. Additionally, he submitted the following
documents for the case:
1. Certified copy of Resolution No. 5(15) from the Board of Directors’
meeting held on 28/10/99.
2. Certified copy of Resolution No. 9(14) from the Board of Directors’
meeting held on 27/12/2000.
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. Certified copy of Resolution No. 11(1) from the Board of Directors’

meeting held on 20/10/2001.

. Certified copy of Resolution No. 10(6) from the Board of Directors’

meeting held on 20/10/2001.

. Computerized copy of the list of names of directors and the manager of

Gandevi People’s Co-operative Bank.

. Photocopy of the inspection report by the Reserve Bank of India (RBI)

for the bank in the year 2002.

. Photocopy of the audit report by the Government Co-operative Societies,

Navsari, for Gandevi Co-operative Bank Ltd. for the period from
14/2/2000 to 31/3/2001.

. Photocopy of RBI Circular No. UBD/BR No. 42/1662600/2000-2001

dated 19/4/2001.

. Photocopy of RBI Circular No. UBD/BR No. 42/1662600/2000 dated

19/4/2001.

10.Photocopy of RBI Circular No. UBD/BR No. 42/1662600/2001 dated

19/4/2001.

11.Photocopy of Resolution No. 2(D)3.
12.Copy of the transfer form and securities for GOI 2009 transferred on

6/3/2000.

13.Copy of the transfer forms and securities for GOI 2012 transferred on

22/2/2001.

14.Copy of the transfer forms and securities for GOI 2012 transferred on

4/7/2001.

The above documents were submitted, read, and included in the case file.

Thereafter, pursuant to order No. VHF/NR 159/RB/Investigation/2002

dated 20/7/2002 from the Superintendent of Police, Navsari, the further
investigation of this case was assigned to the Circle Police Inspector, Bilimora.

Accordingly, today, I, Circle Police Inspector, Shri A.M. Sarang, Bilimora,
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handed over the further investigation of this case to Satyendra Sir. The
investigation details were communicated to him, and the case papers, from
register pages 1 to 180, were included. A note was made about handing over

the further investigation and papers.

A.M. Sarang

Circle Police Inspector

Bilimora
Diary No. 5 (Continued), Date: 31/7/02, Time: 21:00 to 21:30

Today, pursuant to the orders of the Hon’ble Superintendent of Police,
the investigation of this case was taken over from the Police Sub-Inspector
(P.S.I.), Gandevi Police Station. The case papers and facts were reviewed, and
documents numbered 1 to 50, as per the sub-register, were taken into custody.

Thereafter, further investigation in this case remains ongoing.

A.M. Sarang

Circle Police Inspector

Diary No. 6 (Continued), Date: 27/8/2002, Time: 14:00 to 15:00

Today, the investigation of this case was undertaken.

Thereafter, permission was sought from the Hon’ble Superintendent of
Police, Navsari, to conduct investigations in Bharuch and Mumbai, which was
granted. The approval was read and included in the case file.

Subsequently, the P.S.1., Gandevi Police Station, Shri Zhala, was
informed that the accused, Shri Ketan Seth, had been detained by the Valsad
District Police. To detain this accused in connection with this case, a transfer
warrant was to be obtained from the local court and submitted to the Hon’ble

Judicial First-Class Magistrate, Valsad. Additionally, on 26/8/02, we were
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scheduled to attend the Ahmedabad High Court. The Valsad District Police
were to present the accused in the Hon’ble Court on 26/8/02. Accordingly, a
report was submitted to P.S.I. Zhala to obtain custody of the accused in the
Valsad Court. Pursuant to this, P.S.]. Zhala attended the Valsad Court, where
the accused, Ketan Seth, was presented by Valsad Police Inspector
Mahendrasinh Parmar. The accused was granted police custody remand until
30/8/2002. P.S.I. Shri Zhala verbally reported the actions taken, which were
noted and included in the case file.

Thereafter, further investigation in this case remains ongoing.

A.M. Sarang

Circle Police Inspector

Diary No. 7, Date: 30/8/2002, Time: 13:00 to 21:00

Today, the investigation of this case was undertaken.

Thereafter, the accused, Ketan Seth, was to be presented in the Valsad
Court by Police Inspector Shri [Mahendrasinh Parmar] of the Valsad District
Police, as his remand period in their case was ending. P.S.1. Zhala of Gandevi
Police Station had a witness appearance in the Navsari Sessions Court today
and had obtained a transfer warrant in his name. To ensure the accused did not
secure bail, P.S.I. Zhala attended the Valsad Court with staff members..The
accused, Ketan Seth, was not presented in court as Police Inspector Shri Parmar
was still in Mumbai for investigation. Later, P.S.I. Zhala returned from the
Sessions Court, and at 17:00, the Valsad District Police presented the accused
in court, requesting further police custody remand. The accused was granted
police custody remand until 2/9/2002. As a result, the accused could not be
obtained via the transfer warrant for this case, and the team returned to

Bilimora.
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Thereafter, further investigation into this case remains ongoing.

A.M. Sarang

Circle Police Inspector

Diary No. 8, Date: 2/9/2002, Time: 07:30 to 08:00

Today, the investigation of this case was undertaken.

Thereafter, P.S.I. Shri Zhala, who had obtained police custody remand
for the accused, Ketan Seth, in connection with the Valsad City case, recorded
a detailed statement from the complainant, Shri Champakbhai Rangildas Mali,
the bank’s manager, regarding the contract notes provided to the bank. This
statement was included in the case file.

Subsequently, a report was submitted to the Hon’ble Judicial First-Class
Magistrate, Gandevi, stating that the accused had provided fraudulent contract
notes, requesting the addition of IPC Sections 409, 467, and 468 to the case. A

“copy of the report was included in the case file.

Thereafter, P.S.1. Shri Zhala was instructed to arrange for obtaining
custody of the accused, Ketan Seth, as the transfer warrant had not yet been
received, in coordination with Police Inspector Shri Parmar of the Valsad
District Police.

Thereafter, further investigation, pending custody of the accused,
remains ongoing.

A.M. Sarang

Circle Police Inspector

Diary No. 8 (Continued), Date: 2/9/2002, Time: 22:00 to 22:45
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Today, the investigation of this case was undertaken.

Thereafter, the accused, Shri Ketan Seth, was presented by the Valsad
District Police upon completion of their remand period. The Hon’ble Judicial
First-Class Magistrate, Valsad, was requested to hand over custody of the
accused for Gandevi Police Station’s M. Case No. 3/2002 under IPC Sections
406, 420, 120B, 409, 467, and 468. P.S.1. L.B. Zhala of Gandevi Police Station
attended the Valsad Court, but the Hon’ble Judicial First-Class Magistrate did
not grant custody of the accused, Ketan Seth. Instead, a report (Dispatch No.
67/2002, dated 2/9/2002) was issued to P.S.I. Zhala, directing him to obtain
custody from Central Jail, Mumbai. This report was read and included in the
case file.

Subsequently, instructions were given to obtain custody of the accused,
Ketan Seth, from Mumbai Jail, and a report was prepared accordingly.

Thereafter, further investigation, pending the accused’s custody via
transfer warrant, remains ongoing.

A.M. Sarang

Circle Police Inspector

Diary No. 9 (Continued), Date: 7/9/2002, Time: 22:00 to 24:00

Today, the investigation of this case was undertaken.

Thereafter, P.S.1. Shri L.B. Zhala of Gandevi Police Station, pursuant to
the report of the Hon’ble Judicial Magiétrate, Valsad, went to Mumbai on
5/9/2002 with staff members in a government vehicle to obtain custody of the
accused, Ketan Kantilal Seth, resident of Juhu, Mumbai, Lalit Kutir, Gulmohar
Cross Road. A report was submitted to the Superintendent, Central Jail,
Mumbai, requesting custody, based on the order of the Hon’ble Judicial First-
Class Magistrate, Valsad. However, the Jail Superintendent did not release the
accused to P.S.I. Zhala, stating that custody would be granted only after an order

from the Sessions Court, Mumbai. This was noted and included in the case file.
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Subsequently, P.S.I. Zhala submitted an application to the Hon’ble
Special Sessions Court, Mumbai, requesting custody of the accused, Ketan
Kantilal Seth. resident of Mumbai. for Gandevi Police Station’s case. The typed
application was read and included in the case file.

Thereafter, regarding the application submitted to the Hon’ble Special
Sessions Judge for custody of the accused, Ketan Kantilal Seth, for M. Case
No. 3/2002, the court’s order (No. 40560, dated 5/9/2002) was read and
included in the case file.

Subsequently, the Hon’ble Sessions Court, Mumbai, issued an order to
the Superintendent, Central Jail, Mumbai, to release the accused. P.S.I. Zhala
submitted a report to the Central Jail, Mumbai, to obtain custody of the accused,
Ketan Kantilal Seth. This report was read and included in the case file.

Thereafter, the accused, Ketan Kantilal Seth, resident of Juhu, Mumbai,
was obtained from Central Jail, Mumbai, and brought to Gandevi Police Station
in a government vehicle. Upon taking custody, preliminary questioning of the
accused, Ketan Kantilal Seth revealed that he had conducted transactions
involving government securities with Gandevi People’s Co-operative Bank. On
7/9/2002 at 22:00, he was arrested, and a personal identification form was filled
out. His relative, Chandrakant Anantram Parekh, resident of Pune, was
informed of the arrest, and his signature was obtained. The identification form
was sent to the Police Assistant Officer, Gandevi, for entry in the identification
register and to be noted in the station diary. The officer recorded the entry in
the Station Diary (Entry No. 21/2002, Time: 22:35) and returned it, which was
included in the case file.

Subsequently, during questioning, the accused, Ketan Kantilal Seth,
Vaishnav by caste, aged 40 years, occupation: share broker, resident of 193,
Lalit Kutir, Gulmohar Cross Road No. 9, J.VP.D. Scheme, Andheri West,
Mumbai 49, stated in his statement that he lives with his family. Since 1990, he

has been working as a share broker at the Pune Stock Exchange. In 1993, he
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established his company, Giltage, where he dealt in share broking and
government securities. In 1995, he obtained membership in the National Stock
Exchange and continues to deal in government securities through Giltage
Management Services. He has one daughter, Puja, aged 11 years, and his wife
is Jagrutiben. His in-laws reside in Dadar, Mumbai. His father-in-law,
Tribhovandas Kachaliya, is deceased, and his mother-in-law is Lalitaben
Kachaliya. He has three brothers: the eldest, Nilesh, is a share broker; he is the
second; and the youngest, Amit, also works in the share market. They live
separately. He operated three companies: Giltage Management Services
Limited, Ketan Seth & Company, and another company, with an office at Vile
Parle West, Mumbai 56, employing around 30 people. These companies dealt
in securities transactions with cooperative banks, nationalized banks; corporate
banks, and financial institutions.

In 1997, his company conducted government securities transactions with
cooperative banks in Gujarat through Growth Avenue Share Broker in Surat,
with consultancy provided by Chartered Accountant Neeraj Surati in Bharuch.
After Neeraj Surati resigned from the company, he established a separate firm
and facilitated transactions between Gujarat cooperative banks and our
company. From 1998-99 onward, these transactions were conducted through
Home Trade. When he met Home Trade’s owner, Sanjay Agarwal, he was
regarded as a prominent trader in the market. In 1998, the company was named
Lloyds Brékerage, owned by Mukesh Gupta. Sanjay Agarwal and Trivedi
purchased it, renamed it Euro Asian Securities, and in 1999, it issued a public
offering. The shares were listed on the Pune and Bangalore Stock Exchanges.
The company launched a project to develop software to provide the best
information to small investors in India. Ile joined as a director during this time.
In January 2000, Gujarat banks under Neeraj Surati’s consultancy conducted
transactions with Home Trade. During a conference in Mumbai in 2000, he met

Shri Akshaybhai Desai of Gandevi People’s Bank. While a director at Home
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Trade, he facilitated government securities transactions with Gandevi People’s
Bank but did not issue fraudulent contract notes. This statement. made upon
request, was recorded and included in the case file.

Thereafter, arrangements were made to provide dinner to the accused,
Ketan Kantilal Seth.

Subsequently, as today’s investigation concluded, arrangements were
made to place the accused in the lockup at Bilimora Police Station.

Thereafter, further investigation in this case remains ongoing.

A.M. Sarang

Circle Police Inspector

Case Diary No. 10, Date: 7/9/2002, Time: 08:30 to 18:00

Today, the investigation of this case was undertaken.

Thereafter, the accused, Ketan Kantilal Seth, was removed from the
Bilimora Police Station lockup and brought to our office for further
investigation. Upon further questioning, he stated that all transactions with
Gandevi People’s Co-operative Bank Ltd., Gandevi, were handled by Chartered
Accountant Neeraj Surati, and related documents would be with him. Financial
transactions of Gandevi People’s Co-operative Bank Ltd., Gandevi, would be
available at the Mumbai office. This detailed statement was recorded and
included in the case file. .

Subsequently, the accused, Ketan Kantilal Seth, gained the trust of
Gandevi People’s Co-operative Bank Ltd. and provided a bogus contract note
for government securities worth Rs. 2,90,10,162.50. When questioned in
confidence about where these funds were invested and who was involved, he
did not provide any details. As the 24-hour period ended, to obtain documents
related to the complainant bank’s government securities from Mumbai,
investigate where the Rs. 2,90,10,162.50 was invested in banks/companies in

Mumbai, and conduct inquiries at RBI, Ahmedabad, and Neeraj Surati in
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Bharuch, a request was planned to seek 12 days of police custody remand from
the Hon’ble Judicial First-Class Magistrate, Gandevi.

Thereafter, arrangements were made to take photographs of the accused,
obtain fingerprints, and issue an M.C.R. card.

Thereafter, further investigation, pending the accused’s remand, remains

ongoing.
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Case Diary

No. 01

Date: 16/7/02

Investigating Officer: S.B. Zhala, Police Sub-Inspector

Police Station: Gandevi

District: Navsari

Crime Register Number and Sections: M. Case No. 3/02, under IPC
Sections 406, 420, 120(B)

Complainant’s Name and Address: Champakbhai R. Mali, Resident of
Ugman Street, Gandevi, Taluka Gandevi

" Accused’s Name and Date and Time of Arrest:

(1) Home Trade Limited, Mumbai

(2) Nandkishor Shankarlal Trivedi

(3) Ketan Seth

(4) Sanjay Hariram Agarwal

(5) Subodh Bhandari

(6) Hiten Bhupendra Shah

(7) Hiren Gada

(8) Shashank Gopal Rande

(9) Vijay Himatlal Modi

(10) Salil Dinakarlal Gandhi

(11) Alan James Macmillan

(12) Rasal Bankkam Vegar
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(13) Mike alias Manoj Ambelal Shah, Resident of Bangalore

(14) Dhananjay Agarwal

(15) Mrs. Shilpa Hiten Shah

(16) Mrs. Jagruti Ketan Seth

(17) Kanan Mevawala

(18) Ketan R. Mashkariya

(19) Neeraj A. Surati

(20) Kruti Neeraj Surati

Nos. 1 to 10 and 14 to 18: Resident of Mumbeai

Nos. 11 and 12: Resident of U.S.A.

Nos. 13, 19, and 20: Resident of Bharuch

(a) In Police Custody or on Bail?: [Not specified in the document]

(b) Date and Time Sent to Magistrate’s Custody: [Not specified in the
document]

Place of Crime: K. Da. No. 8, Village Gandevi, People’s Co-operative,
East Km. 200 meters, House Veer

Date and Time of Crime: K. Da. No. 9, From Date 26/2/02

Date and Time of Crime Registration: K. Da. No. 10, Date 16/7/02, Time
14:30 ’

Date and Time of Visits to Places for Investigation: [Not specified in the
document]

Places Investigated: [Not specified in the document]

Stolen Property: [Not specified in the document]

Recovered Property: [Not specified in the document]

Time the Officer Started and Completed the Investigation: [Not specified
in the document]

Case Diary Number and Date: [Not specified in the document beyond
No. 01, Date 16/7/02]

Last Case Diary Number and Date: [Not specified in the document]
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Case Diary No. 10 (Continued), Date: 7/9/2002, Time: 18:00 to 19:00

Today, the investigation of this case was continued, and the accused,
Ketan Kantilal Seth, was presented before the learned J udicial First-Class
Magistrate, Shri Rawal Sir, at the Gandevi Court. The accused’s advocate, Shri
Ayaz Sheikh, argued against granting police custody remand, while we
submitted a request for 12 days of police custody remand, stating the accused’s
necessity for this case. The Hon’ble Court granted police custody remand until
12/9/2002, issued a warrant, which was read and included in the case file.
Thereafter, the Police Station Officer, Bilimora, was informed to provide
government food to the accused in this case.
Subsequently, arrangements were made to place the accused, Ketan Seth, in the
lockup at Bilimora.

Thereafter, further investigation, including additional questioning of the
accused, remains ongoing.

A.M. Sarang

Case Diary No. 11 (Continued), Date: 8/9/2002, Time: 08:45 to 24:00

Today, the investigation of this case was undertaken.

Thereafter, the accused, Ketan Kantilal Seth, under remand, was
removed from the Bilimora lockup for further questioning. He stated that
Neeraj Surati, a Chartered Accountant residing in Bharuch, introduced him to
Akshay Desai of Gandevi People’s Co-operative Bank in Surat. Neeraj Surati
would inquire about which government securities were worth purchasing or
selling, arrange for their purchase or sale, and facilitate these transactions with
Gandevi People’s Co-operative Bank. The accused clarified that he did not

directly conduct these transactions [one line illegible]. Instead, he dealt directly
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with Kanan Mevawala, a director of Home Trade’s government securities
division, and received brokerage directly from her. This detailed statemeni was
recorded publicly and included in the case file.

Subsequently, the Superintendent of Police was informed telephonically
about the investigation’s progress, and telephonic approval was obtained to
conduct inquiries in Bharuch and Ahmedabad.

Thereafter, it was noted that Navsari People’s Co-operative Bank Ltd.,
Navsari, had registered a case against Ketan Kantilal Seth and others at Navsari
Police Station, investigated by P.S.I. Shri R.S. Patel of Navsari Town Police
Station. Following verbal instructions from the Superintendent of Police,
Navsari, P.S.I. Shri R.S. Patel was instructed to join the investigation in
Bharuch and Ahmedabad with his case papers, using a government vehicle. He
was directed to report to the Navsari Control Room at 15:00.

Subsequently, arrangements were made to depart at 15:35 with the
accused, Ketan Kantilal Seth, in a government vehicle for further investigation,
accompanied by necessary staff members under custody, and this was noted.

Thereafter, inquiries were made at the address provided for the accused,
Neeraj Surati, in Bharuch, but he was not found. Ketan Kumar Shankarlal Patel,
aged 27, occupation: rickshaw driver, resident of Surya Flats, First Floor, above
Surya Shopping Complex, Sevashram Road, Bharuch, living nearby, was
questioned. He stated in his statement that Amighar Surati and his younger son,
Keshavkumar, oécasionally visit their office for work. Neeraj Surati, the elder
son, visits the office intermittently but has not been seen for many days, and his
current whereabouts are unknown. This detailed statement was recorded and
included in the case file.

Subsequently, Keshavkumar Amighar Surati, aged 29, occupation:
student, resident of “Matru Ashish,” opposite Majmudar Apartment, Bharuch,
Telephone No. 4007, Bharuch, Neeraj Surati’s brother, was questioned. He

stated in his statement that Neeraj Surati is his elder brother, a Chartered
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Accountant by profession, residing at Pritam Bungalow No. 55, Bharuch, for
the past two years. He is aware that Gandevi People’s Co-operative Bank and
Navsari People’s Co-operative Bank [one line illegible] have named Neera)
Surati in their complaints, as reported in local newspapers for the past two
months. He does not know Neeraj’s current whereabouts but provided his
telephone number (26316) and mobile number (98250 29705). This detailed
statement was recorded and included in the case file.

Thereafter, other individuals in Bharuch were informed about Neeraj
Surati’s case and instructed to remain vigilant and report any information to us.

Subsequently, as Neeraj Surati’s residence at “Pritam Bungalow,”
Bharuch, falls under the “A” Division Police Station, Bharuch, the Police
Inspector, “A™ Division, Bharuch, was instructed to investigate the accused and
inform us if found, with a report and copy included in the case file.

Thereafter, arrangements were made to provide the accused with an
evening meal.

Subsequently, the surveillance staff of Bharuch Police Station “A”
Division were informed about the accused, Neeraj Surati.

Thereafter, the team, with staff members and the accused, departed from
Bharuch to Ahmedabad for further investigation.
A.M. Sarang

Case Diary No. 12, Date: 9/9/2002, Time: 00:15 to 24:00

Today, the team traveled from Bharuch to Ahmedabad to investigate at
the Reserve Bank of India (RBI).

Thereafter, after completing work related to an original affidavit at the
Hon’ble High Court, the team visited the RBI’s Public Debt Office, located
near Ashram Road, Gandhi Bridge, Ahmedabad. The Manager, Public Debt

Office, RBI, was met to obtain details of ownership changes, purchases, and
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sales of government securities for Gandevi People’s Co-operative Bank. A
report was submitted, and a copy was inciuded in the case file.

Subsequently, the team visited the RBI’s Urban Banking Division office
at Lal Darwaja Chambers, Ahmedabad, to obtain statements from officers who
audited Gandevi People’s Co-operative Bank. The officer was on leave, and
this was noted.

Thereafter, accompanied by P.S.I. Shri R.S. Patel for Navsari’s case, the
team visited the Registrar of Companies office in Gandhinagar for
investigation.

Subsequently, the team returned from Gandhinagar to Ahmedabad.

Thereafter, further investigation continued in Ahmedabad.

A.M. Sarang

Case Diary No. 13, Date: 10/9/2002, Time: 00:15 to 05:30

Today, the investigation in Ahmedabad was completed, and the team
departed from Ahmedabad to Bilimora in a government vehicle with staff
members. Due to vehicle breakdown, the team reached Navsari slowly, and the
Navsari Constable was informed.

A.M. Sarang

Case Diary No. 14 (Continued), Date: 10/9/2002, Time: 05:45 to 06:40

Today, the investigation continued, and the team reached Bilimora from
Navsari. The accused, Ketan Kantilal Seth, was questioned in confidence, but
he provided no significant details shedding light on the case, so arrangements
were made to place him in the lockup.

A.M. Sarang

Case Diary No. 14 (Updated), Date: 10/9/2002, Time: 17:00 to 21:45

Today, the investigation of this case was undertaken.
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Thereafter, the accused, Ketan Kantilal Seth, resident of Mumbai, under
police custody remand, was sent for a medical examination as per regulations
to the Honble Medical Officer, Referral Hospital, Chikhli. A report was
submitted, and arrangements were made for the examination.

Subsequently, the accused, Ketan Kantilal Seth, stated that he had no role
in the purchase of government securities worth Rs. 2.90. 1 0,162.50 for Gandevi
People’s Co-operative Bank Ltd., and his signature was not on the contract note
provided. This detailed statement was recorded and included in the case file.

Thereafter, arrangements were made to provide the accused with a meal.

Subsequently. arrangements were made to place the accused in the
Bilimora Police Station lockup.

Thereafter, further investigation remains ongoing.

A.M. Sarang

Case Diary No. 15, Date: 11/9/2002, Time: 07:00 to 24:00

Today, the investigation of this case was undertaken.

Thereafter, arrangements were made to obtain approval from the Hon’ble
Superintendent of Police, Navsari, for further investigation, which was granted.
Accordingly, with P.S.I. Shri R.S. Patel of Navsari and staff members, the team
departed in a government vehicle to Mumbai for investigation.

Subsequently, inquiries were made at the main bank accounts of the
accused, Home Trade Ltd., Mumbai, at: (1) HDFC Bank, Fort, Mumbai; (2)
Janata Sahakari Bank, Fort, Mumbai; (3) Federal Bank, Fort, Mumbai. The
team met with bank officials, submitted a written request for banking
transaction account details, and included the acknowledgment receipt in the
case file.

Thereafter, a search was conducted at the accused’s residence in the
presence of witnesses, but no materials related to Home Trade were found. A

detailed panchnama was prepared and included in the case file.
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Subsequently, the accused’s father, Kantilal Keshavlal Seth, was present
at the residence, and his detailed statement was recorded and included in the
case file.

Thereafter, arrangements were made to travel from Mumbai to
Ahmedabad.

A.M. Sarang

Case Diary No. 16 (Continued), Date: 12/9/2002, Time: 02:00 to 10:00 and
12:40 to 17:00

Today, the investigation of this case was undertaken.

Thereafter, the team returned from Mumbai to Bilimora, and
arrangements were made to place the accused in the Bilimora Police Station
lockup.

Subsequently, the accused was removed from the lockup for questioning.
He specifically stated that he resigned from Home Trade Company in May 2001
and informed the Registrar of Companies, Pune. He claimed to have no
knowledge of the last contract note for the purchase and sale of government
securities for Gandevi People’s Co-operative Bank Ltd. This statement was
recorded and included in the case file. Correspondence was initiated with the
Registrar of Companies, Pune, to obtain details of Home Trade’s Board of
Directors to date, and included in the case file.

Thereafter, the accused, Ketan Kantilal Seth, provided no significant
details about the case. As live tests in Ahmedabad are necessary, details of
transactions with banks dealing with Home Trade are expected from Mumbai,
requiring the accused’s presence. Additionally, investigations of co-accused are
pending. A report was submitted to the Hon’ble Judicial First-Class Magistrate,

Gandevi, requesting further remand.
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Subsequently. arrangements were made to present the accused to the
Hon’ble Judicial First-Class Magistrate upon completion of the current remand.

Thereafter, further investigation, pending additional remand, remains
ongoing.

A.M. Sarang
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To,
Hon’ble Judicial First-Class Magistrate,

Gandevi.

Subject:  Request for 12 days of police custody remand for the
accused in Gandevi Police Station M. Case No. 3/2002
under IPC Sections 406, 420, 467, 468, 120B.

With utmost respect, A.M. Sarang, Circle Police Inspector, Bilimora,
submits the following humble request report:

In the matter of Gandevi Police Station M. Case No. 3/2002 under IPC
Sections 406, 409, 420, 467, 468, 120B, the Gandevi People’s Co-operative
Bank Ltd., Gandevi, provided funds amounting to Rs. 2,90,10,162.50 to Home
Trade, Mumbai, for the purchase of 8.07% Government of India (GOI) 2017
securities, as per Contract Note No. 7437 dated 26-2-2002. The directors and
officers of Home Trade, including Ketan Kantilal Seth, gained the trust of the
bank’s officers, created false documents, failed to deliver the securities, and
committed fraud and criminal breach of trust against the bank.

The accused, Ketan Kantilal Seth, aged 40 years, résident of Lalit Kutir,
Gulmohar Cross Road No. 9, J.V.P.D. Scheme, Andheri West, Mumbai 49, a
director of Home Trade, Mumbai, was arrested on 6/9/2002 at 22:00 hours. Due
to the reasons outlined below, the accused’s presence is essential for the
investigation, and a request is made for 12 days of police custody remand. A
copy of the investigation case diary is attached.

1. To obtain documents related to government securities transactions with

the Gandevi People’s Co-operative Bank Ltd., Gandevi, from Mumbai.
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2. To investigate who else was involved in creating the fraudulent contract
note for the securities.

3. To trace where the Rs. 2,90,10,162.50 invested in securities was
deposited in banks or companies in Mumbai.

4. To verify whether the bank’s securities funds were deposited at the
Reserve Bank of India (RBI), Ahmedabad, and to obtain relevant
documents.

5. Toidentify co-accused. as the arrested accused is likely the only one who
knows their identities and whereabouts, requiring investigation in
Mumbai, Bharuch, or Ahmedabad.

For the above reasons, the presence of the accused, Ketan Kantilal Seth,
resident of 193, Lalit Kutir, Gulmohar Cross Road No. 9, Andheri West,
Mumbai 49, is critically necessary for the investigation. His presence is
essential to reach other co-accused and to determine where the funds for the
securities purchased by the Gandevi People’s Co-operative Bank Ltd., Gandevi,
were invested in banks or companies in Mumbai. Investigations in Mumbai,
Bharuch, and Ahmedabad are required. It is respectfully requested that the
Hon’ble Court, considering the above reasons, grant 12 days of police custody
remand for the accused in the interest of justice. A copy of the investigation
case diary is attached.

Date: 7/9/2002
Signature: [Illegible]
(A.M. Sarang)

Circle Police Inspector, Bilimora
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To,
The Hon’ble Judicial First-Class Magistrate, i
Gandevi.

With utmost respect, A.M. Sarang, Circle Police Inspector, Bilimora,
submits the following humble report:

In the matter of Gandevi Police Station M. Case No. 3/2002 under IPC
Sections 406, 409, 420, 467, 468, 120B, the accused, Ketan Kantilal Seth, aged
40 years, resident of 193, Lalit Kutir, Gulmohar Cross Road No. 9, JVPD.
Scheme, Andheri West, Mumbai 49, was presented on 12/9/2002 and obtained
on remand for one day until 13/9/2002 at 17:00 hours. As the accused’s remand
period expires today, he is being sent to Your Honor’s court custody for
detention. It is respectfully requested that he be kept in Your Honor’s court
custody. The original warrant is attached herewith for Your Honor’s
information.

Date: 13/9/2002
Signature: [Illegible]
(A.M. Sarang)

Circle Police Inspector, Bilimora. "
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Warrant for Return to Custody After Court Appearance
(Section 344)
Gandevi M. Case No. 3/02
Date 12/9/02

To:
The Chief Officer of the Police Station and Jail,
Shri A.M. Sarang,

Circle Police Inspector, Bilimora

Regarding:
Ketanbhai Kantilal Seth,
Resident of Lalit Kutir, Mumbai

Charges have been framed in this court against the accused under IPC
Sections 406, 409, 420, 120B for committing an offense. It has been deemed
necessary to adjourn the inquiry of the said offense until Friday, the 13th of
September 2002.

Therefore, it is hereby ordered that you take the accused into your
custody and produce him before this court on the aforementioned date at 6:00
PM.

Issued under my signature and the seal of the court on this day, the 12th
of September 2002.
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Warrant for Return to Custody After Court Appearance
(Section 344)
Gandevi M. Case No. 3/02
: Date 12/9/02

To:
The Chief Officer of the Police Station and Jail,
Shri A.M. Sarang,

Circle Police Inspector, Bilimora

Regarding:
Ketanbhai Kantilal Seth,
Resident of Lalit Kutir, Mumbai

Charges have been framed in this court against the accused under IPC
Sections 406, 409, 420, 120B for committing an offense. It has been deemed
necessary to adjourn the inquiry of the said offense until Thursday, the 12th of
September 2002, at 17:00 hours.

Therefore, it is hereby ordered that you take the accused into your
custody and produce him before this court on the aforementioned date at 6:00
PM.

Issued under my signature and the seal of the court on this day [date not

specified] in the month of [month not specified], 200[year incomplete].
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Warrant for Return to Custody After Court Appearance
(Section 344)
Gandevi M. Case No. 3/02

To:
The Chief Officer of the Police Station and Jail,

Shri [name not specified]

Regarding:
Ketanbhai Kantilal Seth,
Resident of 193, Lalit Kutir, Jalalpor Cross Road, J.V.P.D., Mumbai 49

Charges have been [word missing, likely “framed”] in this court against
the accused under IPC Sections 406, 409, 420, 467, 468, 120B for committing
an offense. It has been deemed necessary to adjourn the inquiry of the said
offense until [day of the week not specified], the 2nd of September 2002.

Therefore, it is hereby ordered that you take the accused into your
custody and produce him before this court on the aforementioned date at 10:30
PM.

Issued under my signature and the seal of the court on this day, the 13th
of September 2002.
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To,
The Hon’ble Judicial First-Class Magistrate,

Gandevi.

With utmost respect, A.M. Sarang, Circle Police Inspector, Bilimora,
submits the following humble report:

In the matter of Gandevi Police Station M. Case No. 3/2002 under IPC
Sections 406, 409, 420, 120B, 467, 468, the accused, Ketanbhai Kantilal Seth,
aged 40 years, resident of 193, Lalit Kutir, Gulmohar Cross Road No. 9,
J.VP.D. Scheme, Andheri West, Mumbai 49, was arrested on 6/9/2002 at 22:00
hours and has been sent to Your Honor’s court custody within the stipulated

time. It is respectfully requested that he be taken into court custody.

Date: 7/9/2002
Sd/- Illegible
(A.M. Sarang)

Circle Police Inspector, Bilimora
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To,
The Hon’ble Judicial First-Class Magistrate,

Gandevi.

With utmost respect, A.M. Sarang, Circle Police Inspector, Bilimora,
submits the following humble report:

In the matter of Gandevi Police Station M. Case No. 3/2002 under IPC
Sections 406, 409, 420, 467, 468, 120B, the accused, Ketanbhai Kantilal Seth,
aged 40 years, resident of 193, Lalit Kutir, Gulmohar Cross Road No. 9,
J.V.P.D. Scheme, Andheri West, Mumbai 49, was arrested on 6/9/2002 at 22:00
hours. The accused was granted police custody remand until 12/9/2002 at 17:00
hours. As the accused’s remand period expires today, he is being sent to Your
Honor’s court custody within the stipulated time on this day, 12/9/2002. It is
respectfully requested that he be taken into court custody. The accused’s

warrant is attached herewith.

Date: 12/9/2002

Sd/- Illegible
(A.M. Sarang)

Circle Police Inspector, Bilimora
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To,
The Hon’ble Judicial First-Class Magistrate,

Gandevi.

Subject:  Request for 4 days of police custody remand for the accused
in Gandevi Police Station M. Case No. 3/2002 under IPC
Sections 406, 409, 420, 467, 468, 120B.

With utmost respect, A.M. Sarang, Circle Police Inspector, Bilimora,

submits the following humble request report:

In the matter of Gandevi Police Station M. Case No. 3/2002 under [PC
Sections 406, 409, 420, 467, 468, 120B, the accused, Ketanbhai Kantilal Seth,
aged 40 years, resident of 193, Lalit Kutir, Gulmohar Cross Road No. 9,
J.V.P.D. Scheme, Andheri West, Mumbai 49, was arrested on 6/9/2002 at 22:00
hours in connection with this case. The accused was granted police custody
remand until 12/9/2002 at 17:00 hours by Your Honor. Due to the reasons
outlined below, the investigation remains incomplete, and the accused’s
presence is critically necessary during the investigation. Therefore, in the
interest of justice, we respectfully request Your Honor to grant 4 days of police

custody remand for the accused. The reasons are as follows:

1. The accused’s presence is required at the Registrar of Companies (ROC),
Pune, for investigation purposes.
2. To conduct a lie detector test on the accused in Ahmedabad.

3. To investigate co-accused associated with the accused.
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4. To question the accused regarding financial transactions, records from
banks where Home Trade and the accused conducted financial dealings
are expected to arrive in Mumbai within 2 days, necessitating the
accused’s presence for inquiries into financial dealings.

5. To obtain statements from the officer who audited Gandevi People’s Co-
operative Bank at the Reserve Bank of India (RBI), Ahmedabad, and to
conduct cross-examination of the accused and the bank audit officer,
requiring the accused’s presence.

For the above reasons, the accused’s presence is highly necessary for the
police investigation. We respectfully request 4 days of police custody remand
for the accused. A copy of the investigation case diary is attached for Your

Honor’s information.

Sd/- Illegible
(A.M. Sarang)

Circle Police Inspector, Bilimora
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Outward No. 579/02
Office of the Circle Police Inspector
Bilimora, Date: 2-9-02

To,
The Hon’ble Judicial First-Class Magistrate,

Gandevi.

Subject: Request to add IPC Sections 409, 467, and 468 to Gandevi
Police Station M. Case No. 3/2002.

With utmost respect, A.M. Sarang, Circle Police Inspector, Bilimora,
submits the following humble report:

In the matter of Gandevi Police Station M. Case No. 3/2002 under IPC
Sections 406, 409, 420, and 120B, it has been found during the investigation
that the accused in this case have also committed offenses under IPC Sections
409, 467, and 468 against the Gandevi People’s Co-operative Bank Ltd.,
Gandevi. Therefore, it is respectfully requested to add IPC Sections 409, 467,

and 468 to this case. This is for Your Honor’s infor_mation.
Sd/- Illegible

(A.M. Sarang)

Circle Police Inspector, Bilimora
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2

J.No. €7 /2002 .

JudiiMagl iF, C, Court,
Valsad DistiValsad,
Date:2-9-2002,

To,
The Suprin¢endent (Jail)
Central Jeil Mumbai

Subject: Submission of Shri Accused
L Ketan KantiXlal Sheth in view of
transfer warrant of Gandevi
Courts(Gujarat).

With reference to subject noted above I have to
state that P,T.Shri M.J.Parmer get the trensfer warrant
in connection ‘with Valsad City Police Station I-119/2002
Accusfd has been hended over to P,I, Shri M,J,Parmar
during the course of proceeding of this Court P:S:I:Gandevi
Shri L.,B.Zala has produc ansper warrant of Gande
Court for M,Casé No<3/2002; A’é‘:u‘slgf"ﬁzii,“ﬁé’en”;ﬁt‘?;& to
your Jall in view of Valsad City Police Station No.119/02
P.S.I.Gandevi -1s required Accused Ketan Kantilel sheth
for Gendevi .Court 'M:c'qse ‘Nos3/2002 , accordingly you are
inform by this yadi and hand over Accused Ketan Kantilal
Sheth to P,S.I. Gandevi Shri L.B.Zata.

F7

9l°-

strate F.C.

—— 5~'o-4

AN
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MISC.,API'LN .NO. OF 2002
I

4ﬂ/2f\02 B.F,., F.C., C.B.I., -

The State
(Gandevi Police Station

- + D4st : Navrari, Gujacasn). eApplicant
v/»
Ketan Kantilal Sneth - sACcusced

MAY IT PLEASE YOUR HONOUR 12

I, L.B,2ala, Police Sub-Ingpector, attached to
Gandevi Folice Station, Dist : Navsari, Gujrat, 4o hereby

state on solemn affirmation am under -

1. I say that the aforesaid accused was arrested by

¥.C., C.B,I., in their C.R_,No.4/E/2002 and at pregent lodged
in Arthur Road Central Prison, Mumbai.

2. I say that the afaresaid accused is required hy
Gandevi Police Station, Dyst x’ Navsari, Gujrat, in M. Cage
No,3/02 u/s 406,409,420 I.P.C,

It i1s, therefore, prayed that .
(a) Necessary directions may kindly be issued to

the Superintendent, Mrthur Road Caentral Priscn.,

s . Mumbai, .o hand over the aforesaid acouged to

Gandevi Police Station, Dist : Navesari, Gujarat,

in their M.Case Ng,3/02 u/s 406,409,420 I.P.?__,_k

————

/’r‘r‘ -
for the purpose of investigation. . @OMOLI7.,
Solemnly affirmed at Mumbai ) "

This day of Sept, ,2002 ) wWERS
golice b napegt:pr o
']
Jdentified by me/-~ i ‘5:,\“-' LRE 3 Haw
aqf e ﬁ\e/- e .f
et W N
Public Praosecutor, Gr.Mumbai, A
———m—
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To,
The Hon’ble Circle Police Inspector,

Bilimora.

Subject:  Transfer of investigation for Gandevi Police Station M.
Case No. 3/02 under IPC Sections 406, 420, 120B.
Reference: Order No. RB/Investigation/02 dated 20/7/02 from the

Hon’ble Superintendent of Police, Navsari.

With greetings, the Police Sub-Inspector, Gandevi Police Station,
submits the following humble request report:

In reference to the above subject and order, it is stated that, pursuant to
the directive from the Hon’ble Superintendent of Police, Navsari, the further
investigation of Gandevi Police Station M. Case No. 3/02 under IPC Sections
406, 420, and 120B is to be transferred to Your Honour. Accordingly, the case
papers related to the investigation conducted, including documents numbered
1 to 50 as per the sub-register, along with the original Case Diaries Nos. 1 to 5,
are attached herewith. It is respectfully requested that these case papers be
accepted and retained.

Date: 31/7/02
Sd/- Illegible
Police Sub-Inspector

Gandevi
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Before the Hon’ble Judicial Magistrate First Class Court, Gandev
Criminal Case No. 11/2002

Complainant: Shri Champakbhai R. Mali, Age: 55 years,
Occupation: Service
Resident of: Ugman Street, Gandevi, Taluka Gandevi,

District Navsari

Versus

Accused:

(1) Home Trade Limited

Address: Mittal Court, ‘A’ Wing, 143, 14th Floor, Nariman Point, Mumbai
400021

(2) Shri Nandkishor Shankarlal Trivedi

Age: 45 years

Occupation: Business

Resident: Dev Bhuvan, S'e;cond Floor, Chira Bazaar, Mumbai

(3) Shri Ketan Kantilal Seth

Age: 40 years

Occupation: Business

Resident: 193, Lalit Kutir, Gulmohar Cross Road 9, Juhu, Mumbai

(4) Shri Sanjay Hariram Agarwal

Age: 35 years

Occupation: Business

Resident: Juhu Shalimar, C.H.S., Gulmohar Cross Road No. 10, Juhu, Mumbai
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(5) Shri Subodh Bhandari

Age: 46 years

Occupation: Business

Resident: 704/B, Govind Complex, Sector 14, Vashi, Navi Mumbai 400705
(6) Shri Hiten Bhupendra Shah

Age: Approximately adult

Occupation: Business

Resident: 102, Gandhi Niwas, Ashok Nagar Road, Vakola, Santacruz, Mumbai

400055

(7) Shri Hiren Gada

Age: Approximately adult

Occupation: Business, Senior Vice President, Home Trade Limited
Address: Mittal Court, ‘A’ Wing, 143, 14th Floor, Nariman Point, Mumbai
400021

(8) Shri Shashank Gopal Patil

Age: 40 years

Occupation: Business

Resident: 3/1, Radhakrishna Niwas, Ground Floor, S.K. Bole Road, Dadar
(C.W. Ir.), Mumbai

(9) Shri Vijay Himatlal Modi

Age: 46 years

Occupation: Business |
Resident: A/203, Amita Co-operative Housing Society, Kulupwadi Road,
Borivali (East), Mumbai 400063

(10) Shri Salil Dinakarlal Gandhi

Age: 43 years

Occupation: Business

Resident: 11/13, Gold Coin Co-operative Housing Society, Tardev, Mumbai
400034 '
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(11) Shri Alan James Macmillan

Age: 41 years

Occupation: Business

Resident: 785 Castro Street, Mountain View, CA 94041, U.S.A.

(12) Shri Rasal Bankekam Vegar

Age: Approximately adult

Occupation: Business

Resident: Timber Hill Terrace, Iron Field, MA 1940, U.S.A.

(13) Shri Mike alias Manoj Ambelal Shah

Age: Approximately 58 years

Occupation: Business

Resident: Bellary Road, R.M.V. Extension, Bangalore 506080

(14) Shri Dhananjay Agarwal

Age: Approximately adult

Occupation: Business, Director, Home Trade Limited

Address: Mittal Court, ‘A’ Wing, 143, 14th Floor, Nariman Point, Mumbai
400021

(15) Smt. Shilpa Hiten Shah

Age: Approximately adult

Occupation: Business

Resident: 102, Gandhi Niwas, Ashok Nagar Road, Vakola, Santacruz, Mumbai
400055

(16) Smt. Jagruti Ketan Seth

Age: Approximately adult

Occupation: Business

Resident: 193, Lalit Kutir, Gulmohar Cross Road No. 9, Juhu, Mumbai
(17) Smt. Kanan Mevawala

Age: Approximately 28 years

Occupation: Business
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csident: Jayant Mahal, Fifth Floor, Opposite Wankhede Stadium, Marine
Drive, Mumbai
(18) Shri Ketan R. Mashkariya
Age: Approximately 35 years
Occupation: Business, Director, Home Trade Limited
Address: Mittal Court, ‘A’ Wing, 143, 14th Floor, Nariman Point, Mumbai
400021
(19) Shri Neeraj A. Surati
Age: Approximately 34 years
Occupation: Business
Resident: Surya Flats, First Floor, Above Surya Shopping Complex, Sevashram
Road, Bharuch 392001
(20) Smt. Kruti Neeraj Surati
Age: Approximately adult
Occupation: Business

Resident: Matru Ashish, Near Rungta Eye Hospital, Sindhvai, Bharuch 392001
Complaint: Under IPC Sections 406, 420, 120B

The basis of our complaint is as follows:

(1) We, the complainant, are an institution established and operating at Gandevi
under the Banking Regulation Act, 1949, the Gujarat Co-operative Societies
Act, and its sub-rules. Our institution has been granted the necessary licenses
by the Reserve Bank of India, Ahmedabad, to conduct banking operations. The
head office of our institution is located at Gandevi, with additional offices in
Bilimora and Chikhli. The Board of Dircctors of our institution, through
Resolution No. 2(A)3 dated 19-5-02, has authorized us, the complainant, to
take legal action against the accused in this case. Accordingly, the present

complaint is filed against the accused.
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(2) Accused No. 1, M/s Home Trade Limited. is a firm engaged in share and
stock broking, registered with the National Stock Exchange. Accused Nos. 1 to
I8 are directors of the aforementioned firm, while Accused Nos. 19 and 20
conduct business in Bharuch and present themselves as agents of Accused No.
I’s firm. They have made such representations to us, the complainant, and we
have relied on these representations, accepting them as agents of Accused No.
I’s firm and conducting transactions accordingly. Accused Nos. 2 to 8
personally manage and administer Accused No. 1°s firm under their direct
supervision and are responsible for its operations. In this capacity, the present
complaint is filed against the accused.

(3) Accused No. 3, Shri Ketan Seth, is a prominent share broker in Mumbai. In
1999, he represented himself as a reputed share broker and director of Euro
Asian Securities Limited, a member of the National Stock Exchange, claiming
that the company conducts large-scale government securities transactions to the
satisfaction of its customers.

The complainant bank is required to maintain a Statutory Liquidity Ratio
(SLR) amount, as mandated by the Reserve Bank of India under the Banking
Regulation Act, 1949. This SLR requires investment in government securities,
with the ratio determined periodically by the Reserve Bank. Compliance with
these directives is mandatory for all government banks, and thus, the
complainant bank was also obligated to invest in government securities to meet
SLR requirements.

(4) Based on the above facts and legal requirements, and relying on the
representations and assurances of Accused No. 3, Ketan Seth, in October 1999,
the complainant bank issued Cheque No. 63956 from Maharashtra State Co-
operative Bank Limited, Mumbai, for Rs. 25,77,358.61 to purchase
government securities. The accused completed this transaction to the complete

satisfaction of the complainant.
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(5) Subsequently, in May 2000, Accused No. 3, Ketan Seth, Accused No. 4,
Sanjay Agarwal, and Accused No. 2, Nandkishor Trivedi, visited the main
branch of the complainant bank in Gandevi and represented that their firm, Euro
Asian Securities Limited, had changed its name to Home Trade Limited. They
stated that Home Trade Limited is a member of the National Stock Exchange,
conducts government securities transactions, and is managed by highly
professional technocrats. They requested that future transactions be conducted
with them. Additionally, they represented that Home Trade Limited has a sister
company, Vez India Limited, and that prominent personalities such as Shah
Rukh Khan, Hrithik Roshan, Sachin Tendulkar, and Priyanka Chopra are
associated with their group’s traditional transactions. They invited the
complainant bank’s directors to visit their office in Mumbai to gain firsthand
knowledge of their operations. Considering their request, the complainant
bank’s directors visited their office at Software Park, Navi Mumbai, which was
an ultra-modern, computerized, air-conditioned facility equipped with
advanced amenities. The accused claimed that their firm handles a significant
portion of the operations of the Mumbai and Pune Stock Exchanges and made
grandiose assertions about their firm’s capabilities. From the outset, the accused
had the intent to deceive the complainant bank by making false representations
and creating a misleading impression of their firm’s credibility.

(6) Relying on the accused’s representations and to fulfill SLR requirements,
the complainant bank conducted the following financial transactions with the

accused:

Details of Financial Transactions
(a) In October 1999, a cheque (No. 63956) from Maharashtra State Co-
operative Bank Limited, Mumbai, for Rs. 25,77,358.61 was issued to purchase

government securities, and the transaction was completed.
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(b) In May 2002, Accused Shri Ketan Seth. Sanjay Agarwal, and Trivedi visited
Gandevi and represented that their firm. previously named Euro Asian
Securities, was now Home Trade Limited. They stated that Home Trade
Limited conducts government securities transactions, is a member of the Stock
Exchange, and requested that future transactions be conducted with them. They
further represented that Home Trade Limited is managed by highly professional
experts and that prominent personalities such as Shah Rukh Khan, Hrithik
Roshan, Sachin Tendulkar, and Priyanka Chopra are associated with the
institution’s activities. Based on their representations and request, we visited
their office in Navi Mumbai, met Ketan Seth and other directors, who made
grand claims about their institution. From that time, the accused’s intention was
to deceive the complainant bank.

(c) Based on the accused’s representations, on 16/1/2001, we instructed the
purchase of government securities, and the accused issued Contract Notes No.
6405 and 6407 dated 16/1/2001 for Rs. 1,98,95,641.67.

(d) Based on the accused’s Contract Notes No. 6403 and 6406, we resolved to
purchase 13.80% bonds of the Sardar Sarovar Narmada Nigam, and for the
purchase and sale of these bonds, we were to pay the accused Rs. 63,79,986.02,
which was paid via Cheque No. 069109 from HDFC Bank.

(¢) In another transaction, we instructed the sale of securities worth Rs.
2,21,90,375.00, for whi_ch the accused issued Contract Notes No. 6815 and
6817, and we provided the securities to the accused. For this sale, we purchased
9.85% GOI 2015 securities worth Rs. 2,02,38,305.56 through the accused’s
Contract Note No. 6813, and the difference of Rs. 19,52,069.44 was paid by
the accused. However, the accused did not deliver the securities unde'r Contract
Note No. 6813.

(f) In November 2001, when we instructed the accused to deliver the securities
under Contract Note No. 6813, the accused stated that selling these securities

would be profitable. Accordingly, we instructed the accused to sell the
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securities, and they reported having sold them for Rs. 2,16,68,694.44 via

* Contract Note No. 6867 dated 15/11/2001.

(g) To meet our SLR requirements, we instructed the purchase of 10.03% GOI
2019 securities, and the accused issued Contract Note No. 6869 dated
15/11/2001 for Rs. 2,72,93,665.67. We paid the difference of Rs. 56,24,972.23*
to the accused via Cheque No. 297812 from HDFC Bank. The accused was to
deliver these securities to us in December 2001.

(h) On 13/12/2001, instead of accepting delivery of the aforementioned
securities, we, the complainant, instructed the accused to sell these securities.
The accused issued Contract Note No. 6939 dated 16/12/2001 for Rs.
2,90,16,743.06.

(i) To meet our SLR requirements, we purchased 7.50% GOI 2010 securities
from the accused through Contract Note No. 6941 dated 16/12/2001 for Rs.
2,79,58,333.33. The difference of Rs. 10,58,409.33 was paid to us by the
accused via cheque. However, the accused was required to deliver these
securities to us, the complainant.

() On 26/2/2002, we instructed the accused to proceed with the sale of the
transaction under Contract Note No. 6941, and the accused issued Contract
Note No. 7435 dated 26/2/2002 for Rs. 2,86,79,062.50 to us.

(7) To meet our requirements, we instructed the accused in this case to purchase
8.07% GOI 2017 securities. The accused issued Contract Note No. 7437 dated
26/2/2002 for Rs. 2,90,10,162.50. From the outset, the accused, in collus'ion
with each other, made misrepresentations to our complainant institution and,
with malicious intent, deliberately enticed us to misappropriate crores of
rupees. Despite our repeated demands, the accused have neither returned nor
delivered the 8.07% GOI 2017 securities under Contract Note No. 7437 dated
26/2/2002. Despite our repeated attempts to contact the accused via phone, fax,
and in person, the accused do not appear at their usual place of business or

residence, nor do they provide the securities as per our demands or act in
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accordance with the promises and trust they established. Subsequently, through
newspapers, television, and other sources, we. the complainant, became
convinced that the accused in this case, as stated in the complaint, failed to
deliver the securities worth Rs. 2,90,10,162.50 under Contract Note No. 2017
dated 26/2/2002 [likely a typo for No. 7437], which we, the complainant, had
purchased and for which the accused were responsible. By doing so, the
accused deliberately committed the acts mentioned in the complaint,
constituting serious criminal offenses under Sections 406, 420, and 120B of the
Indian Penal Code. Due to their illegal actions, we were compelled to file the
present complaint at the Gandevi Police Station on 9/7/2002. However, they
advised us to seek justice through the court, necessitating the filing of this

complaint here.

(8) Our witnesses are as follows:

(1) I, the complainant myself

(2) Shri Akshay R. Desai, Director, The Gandevi People’s Co-operative Bank
Limited, Resident of Gandevi

(3) Shri Mukesh Mehta, Director, The Gandevi People’s Co-operative Bank
Limited, Resident of Gandevi

(4) Shri Manharlal D. Shah, Director, The Gandevi People’s Co-operative Bank
Limited, Resident of Gandevi

(5) Shri Kishor T. Patel, Director, The Gandevi People’s Co-operative Bank
Limited, Resident of Gandevi

(6) Shri Gulabbhai B. Patel, Director, The Gandevi People’s Co-operative
Bank Limited, Resident of Gandevi

Additional witnesses will be presented as needed during the investigation.
Date: 10/7/2002
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Today, we, the complainant, at Gandevi, declare on affirmation that all

the facts written in the above complaint are true and correct to our knowledge
and belief.

Date: 10/7/2002

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



Page 96 of 626

GUJARAT STATE POLICE WIRELESS GRID
(Traffic Section)
MESSAGE FORM
GUJARAT STATE
IN CALL:
PRIORITY: 05
TRANS. INSTRUCTIONS: 2-1-2
NR: 16
GR: 8/70

ABOVE THIS LINE FOR USE OF RADIO STAFF ONLY

TO: Deputy Superintendent of Police, Navsari

INFO: Sub-Divisional Police Officer, Navsari; Circle Police Inspector,

Bilimora

FROM: Circle Police, Gandevi

ORIGINATOR’S NUMBER: [Not specified]
DATE: [Not specified]
IN REPLY TO: [Not specified]
DATE: [Not specified]
Gandevi Police Station M. Case No. 3/2002, under IPC Sections 406,
420, and 120B, has been registered at the police station today at 14:30 hours,

following a directive from the Hon’ble Judicial First-Class Magistrate,
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Gandevi. The complainant in this case is Shri Champakbhai R. Mali, resident
of Uramani Street, Gandevi, who is the Manager of the Gandevi People’s Co-
operative Bank Ltd. The complainant has filed a public complaint against the
officers of Home Trade Limited, Mumbai, alleging that they conspired to
commit criminal breach of trust and fraudulently misappropriated a significant
amount of Rs. 2,90,10,162.50, which was entrusted to them for the purchase of
government securities on behalf of the Gandevi People’s Co-operative Bank
Ltd. Accordingly, an “M. Case” has been registered at Gandevi Police Station
with the above details, and we have personally taken charge of the further

investigation of this case. This is for Your Honor’s information.
Circle Police, Gandevi

PRIORITY: [Not specified]

ORIGINATOR’S SIGNATURE & DESIGNATION: [Not specified]
BELOW THIS LINE FOR USE OF RADIO STAFF ONLY
T.0.0: [Not specified]

T.H.I: 15:05

TIME: [Not specified]

DATE: [Not specified]

TIME OUT: 15:05

DATE: [l\fot specified]

READER: [Not specified]

SENDER: [Not specified]
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M. Case No. 3/02

First Information of a Cognizable Offense Reported at the Police Station

under Section 154 of the Code of Criminal Procedure

Sub-Division: Navsari
District: Navsari
Date and Time of Offense: From 26/2/2002 to the present day, at all times
1. Date and Time of Reporting: 16/7/2002, 14:30 hours
2. Place of Offense, Distance from Police Station, and Direction: Village
Gandevi, People’s Co-operative Bank Limited, 200 meters east, Town
Beat, Taluka Gandevi
3. Date Dispatched from Police Station: 16/7/2002
4. Name and Address of Informant and Complainant: Champakbhai R.
Mali, Age: 55 years, Occupation: [Illegible], Resident of Ugman Street,
Gandevi, Taluka Gandevi, District Navsari
5. Name and Address of Accused: _
(1) Home Trade Limited, Mittal Court, ‘A’ Wing, 143, 14th Floor,
Nariman Point, Mumbai 400021
(2) Nandkishor Shankarlal Trivedsi, Age: 45 years, Occupation:
Business, Resident: Dev Bhuvan, Second Floor, Room No. 32,
Gajdar Street, Chira Bazaar, Mumbai
(3) Ketan Kantilal Seth, Age: 40 years, Occupation: Business,
Resident: 193, Lalit Kutir, C.H.S., Gulmohar Cross Road 9, Juhu,
Mumbai
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(4) Sanjay Hariram Agarwal, Age: 35 years, Occupation: Business,
Resident: Juhu Shalimar, C.H.S. Limited, Gulmohar Cross Road
No. 10, Juhu, Mumbai

(5) Subodh Bhandari, Age: 46 years, Occupation: Business,
Resident: 704/B, Govind Complex, Sector 14, Vashi, Navi
Mumbai

(6) Hiten Bhupendra Shah, Age: Approximately adult, Occupation:
Business, Resident: 102, Gandhi Niwas, Ashok Nagar Road,
Vakola, Santacruz, Mumbai 400055

(7) Hiren Gada, Age: Approximately adult, Occupation: Business,
Senior Vice President, Home Trade Limited, Address: Mittal
Court, ‘A’ Wing, 143, 14th Floor, Nariman Point, Mumbai
400021

(8) Shashank Gopal Rande, Age: 40 years, Occupation: Business,
Resident: 3/1, Radhakrishna Niwas, Ground Floor, Dagadiwadi,
S.K. Bole Road, Dadar (C.W. Jr.), Mumbai

(9) Vijay Himatlal Modi, Age: 46 years, Occupation: Business,
Resident: A/203, Amita Co-operative Housing Society Limited,
Kulupwadi Road, Borivali (East), Mumbai 400063

(10) Salil Dinakarlal Gandhi, Age: 43 years, Occupation: Business,
Resident: 11/13, Gold Coin Co-operative Housing Society
Limited, Tardev, Mumbai 400034

(11) Alan James Macmillan, Age: 41 years, Occupation: Business,
Resident: 785 Castro Street, Mountain View, CA 94041, U.S.A.

(12) Rasal Bankekam Vegar, Age: Approximately adult, Occupation:
Business, Resident: Timber Hill Terrace, Sion Geld, MA 1940,
U.S.A.
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(13) Mike alias Manoj Ambelal Shah. Age: 58 years, Occupation:
Business, Resident: Bellary Road, R.M.V. Extension, Bangalore
5060080

(14) Dhananjay Agarwal, Age: Approximately adult, Occupation:
Business, Director, Home Trade Limited, Address: Mittal Court,
‘A’ Wing, 143, 14th Floor, Nariman Point, Mumbai 400021

(15) Smt. Shilpa Hiten Shah, Age: Approximately adult, Occupation:
Business, Resident: 102, Gandhi Niwas, Ashok Nagar Road,
Vakola, Santacruz, Mumbai 400055

(16) Smt. Jagruti Ketan Seth, Age: Approximately adult, Occupation:
Business, Resident: 193, Lalit Kutir, Gulmohar Cross Road No.
9, Juhu, Mumbai

(17) Smt. Kanan Mevawala, Age: Approximately 28 years,
Occupation: Business, Resident: Jayant Mahal, Fifth Floor,
Opposite Wankhede Stadium, Marine Drive, Mumbai

(18) Ketan R. Mashkariya, Age: 35 years, Occupation: Business,
Director, Home Trade Limited, Address: Mittal Court, ‘A’ Wing,
143, 14th Floor, Nariman Point, Mumbai 400021

(19) Neeraj A. Surati, Age: 34 years, Occupation: Business, Resident:
Surya Flats, First Floor, Above Surya Shopping Complex,
Sevashram Road, Bharuch 392001

(20) Smt. Kruti Neeraj Surati, Age: Approximately adult,
Occupation: Business, Resident: Matru Ashish, Near Rungta Eye
Hospital, Sindhvai, Bharuch 392001

6. Brief Description of Offense with Sections and, if Property Taken,
Brief Description Thereof:
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Brief Details: Under IPC Sections 406, 420, and 120B, it is represented
that on the aforementioned date and place, the accused listed in point 5,
officers of Home Trade Limited, Mumbai, gained the trust of the officers
of the Gandevi People’s Co-operative Bank Limited and conspired to
fraudulently misappropriate a significant amount of Rs. 2,90,10,162.50,
which was entrusted for the purchase of government securities, thereby

causing financial loss to the bank and committing the offense.

Before the Hon’ble Judicial Magistrate First Class Court, Gandevi
Criminal Case No. 11/2002

Complainant:
Champakbhai R. Mali, Age: 55 years, Occupation: Service, Resident: Ugman

Street, Gandevi, Taluka Gandevi, District Navsari
Versus

Accused:

(1) Home Trade Limited, Address: Mittal Court, ‘A’ Wing, 143, 14th
Floor, Nariman Point, Mumbai 400021

(2) Shri Nand Kishor Shankarlal Trivedi, Age: 45 years, Occupation: '
Business, Resident: Dev Bhuvan, Second Floor, Room No. 32,
Gajdar Street, Chira Bazaar, Mumbai

(3) Shri Ketan Kantilal Seth, Age: 40 years, Occupation: Business,
Resident: 143, Lalit Kutir, C.H.S., Gulmohar Cross Road 9, Juhu,
Mumbai
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(4) Shri Sanjay Hariram Agarwal, Age: 35 years. Occupation:
Business, Resident: Juhu Shalimar, C.H.S. Limited. Gulmohar
Cross Road No. 10, Juhu, Mumbai

(5) Shri Subodh Bhandari, Age: 46 years, Occupation: Business,
Resident: 704/B, Govind Complex, Sector 14, Vashi, Navi
Mumbai

(6) Shri Hiten Bhupendra Shah, Age: Approximately adult,
Occupation: Business, Resident: 102, Gandhi Niwas, Ashok
Nagar Road, Vakola, Santacruz, Mumbai 400055

(7) Shri Hiren Gada, Age: Approximately adult, Occupation:
Business, Senior Vice President, Home Trade Limited, Address:
Mittal Court, ‘A’ Wing, 143, 14th Floor, Nariman Point, Mumbai
400021

(8) Shri Shashank Gopal Rande, Age: 40 years, Occupation:
Business, Resident: 3/1, Radhakrishna Niwas, Ground Floor,
Dagadiwadi, S.K. Bole Road, Dadar (C.W. Jr.), Mumbai

(9) Shri Vijay Himatlal Modi, Age: 46 years, Occupation: Business,
Resident: A/203, Amita Co-operative Housing Society Limited,
Kulupwadi Road, Borivali (East), Mumbai 400063

(10) Salil Dinakarlal Gandhi, Age: 43 years, Occupation: Business,
Resident: 11/13, Gold Coin Co-operative Housing Society
Limited, Tardev, Mumbai 400034

(11) Alan James Macmillan, Age: 41 years, Occupation: Business,
Resident: 785 Castro Street, Mountain View, CA 94041, U.S.A.

(12) Rasal Bankekam Vegar, Age: Approximately adult, Occupation:
Business, Resident: Timber Hill Terrace, Sion Geld, MA 1940,
U.S.A.
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(13) Shri Mike alias Manoj Ambelal Shah, Age: 58 years,
Occupation: Business, Resident: Bellary Road, R.M.V.
Extension, Bangalore 5060080

(14) Shri  Dhananjay Agarwal, Age: Approximately adult,
Occupation: Business, Director, Home Trade Limited, Address:
Mittal Court, ‘A’ Wing, 143, 14th Floor, Nariman Point, Mumbai
400021 |

(15) Smt. Shilpa Hiten Shah, Age: Approximately adult, Occupation:
Business, Resident: 102, Gandhi Niwas, Ashok Nagar Road,
Vakola, Santacruz, Mumbai 400055

(16) Smt. Jagruti Ketan Seth, Age: Approximately adult, Occupation:
Business, Resident: 193, Lalit Kutir, Gulmohar Cross Road No.
9, Juhu, Mumbai

(17) Smt. Kanan Mevawala, Age: Approximately 28 years,
Occupation: Business, Resident: Jayant Mahal, Fifth Floor,
Opposite Wankhede Stadium, Marine Drive, Mumbai

(18) Ketan R. Mashkariya, Age: 35 years, Qccupation: Business,
Director, Home Trade Limited, Address: Mittal Court, ‘A’ Wing,
143, 14th Floor, Nariman Point, Mumbai 400021

(19) Shri Neeraj A. Surati, Age: 34 years, Occupation: Business,
Resident: Surya Flats, First Floor, Above Surya Shopping
Complex, Sevashram Road, Bharuch 392001

(20) Smt. Kruti Neeraj Surati, Age: Approximately adult,
Occupation: Business, Resident: Matru Ashish, Near Rungta Eye
Hospital, Sindhvai, Bharuch 392001

Complaint: Under IPC Sections 406, 420, 120B

The basis of our complaint is as follows:
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(1) We, the complainant, are an institution established and operating at Gandevi
under the Banking Regulation Act, 1949, the Gujarat Co-operative Societies
Act, and its sub-rules. Our institution has been granted the necessary licenses
by the Reserve Bank of India, Ahmedabad, to conduct banking operations. The
head office of our institution is located at Gandevi, with additional offices in
Bilimora and Chikhli. The Board of Directors of our institution, through
Resolution No. 2(A)3 dated 19-5-02, has authorized us, the complainant, to
take legal action against the accused in this case. Accordingly, the present
complaint is filed against the accused.

(2) Accused No. 1, M/s Home Trade Limited. is a firm engaged in share and
stock broking, registered with the National Stock Exchange. Accused Nos. 1 to
18 are directors of the aforementioned firm, while Accused Nos. 19 and 20
conduct business in Bharuch and present themselves as agents of Accused No.
1’s firm. They have made such representations to us, the complainant, and we
have relied on these representations, accepting them as agents of Accused No.
I’s firm and conducting transactions accordingly. Accused Nos. 2 to 8
personally manage and administer Accused No. 1’s firm under their direct
supervision and are responsible for its operations. In this capacity, the present
complaint is filed against the accused.

(3) Accused No. 3, Shri Ketan Seth, is a prominent share broker in Mumbai. In
1999, he represented himself as a reputed share broker and director of Euro
Asian Securities Limited, a member of the National Stock Exchange, claiming
that the company conducts large-scale government securities transactions to the
satisfaction of its customers. The complainant bank is required to maintain a
Statutory Liquidity Ratio (SLR) amount, as mandated by the Reserve Bank of
India under the Banking Regulation Act, 1949. This SLR requires investment
in government securities, with the ratio determined periodically by the Reserve

Bank. Compliance with these directives is mandatory for all government banks,
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and thus, the complainant bank was also obligated to invest in government
securities to meet SLR requirements.

(4) Based on the above facts and legal requirements, and relying on the
representations and assurances of Accused No. 3, Ketan Seth, in October 1999,
the complainant bank issued Cheque No. 63956 from Maharashtra State Co-
operative Bank Limited, Mumbai, for Rs. 25,77,358.61 to purchase
government securities. The accused completed this transaction to the complete
satisfaction of the complainant.

(5) Subsequently, in May 2000, Accused No. 3, Ketan Seth, Accused No. 4,
Sanjay Agarwal, and Accused No. 2, Nandkishor Trivedi, visited the main
branch of the complainant bank in Gandevi and represented that their firm,
previcusly named Euro Asian Securities Limited, had changed its name to
Home Trade Limited. They stated that Home Trade Limited is a member of the
National Stock Exchange, conducts government securities transactions, and is
managed by highly professional technocrats. They requested that future
transactions be conducted with them. Additionally, they represented that Home
Trade Limited has a sister company, Vez India Limited, and that prominent
personalities such as Shah Rukh Khan, Hrithik Roshan, Sachin Tendulkar, and
Priyanka Chopra are associated with their group’s traditional transactions. They
invited the complainant bank’s directors to visit their office in Mumbai to gain
firsthand knowledge of their operations. Considering their request, the
complainant bank’s directors visited their office at Software Park, Navi
Mumbai, which was an ultra-modern, computerized, air-conditioned facility
equipped with advanced amenities. The accused claimed that their firm handles
a significant portion of the operations of the Mumbai and Pune Stock
Exchanges and made grandiose assertions about their firm’s capabilities. From
the outset, the accused had the intent to deceive the complainant bank by
making false representations and creating a misleading impression of their

firm’s credibility.
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(6) Relying on the accused’s representations and to fulfill SL.R requirements.
the complainant bank conducted the following financial transactions with the

accused:
Details of Financial Transactions

(a) In October 1999, a cheque (No. 63956) from Maharashtra State Co-
operative Bank Limited, Mumbai, for Rs. 25,77,358.61 was issued to purchase
government securities, and the transaction was completed.

(b) In May 2002, Accused Shri Ketan Seth, Sanjay Agarwal, and Trivedi visited
Gandevi and represented that their firm, previously named Euro Asian
Securities, was now Home Trade Limited. They stated that Home Trade
Limited conducts government securities transactions, is a member of the Stock
Exchange, and requested that future transactions be conducted with them. They
further represented that Home Trade Limited is managed by highly professional
experts and that prominent personalities such as Shah Rukh Khan, Hrithik
Roshan, Sachin Tendulkar, and Priyanka Chopra are associated with the -
institution’s activities. Based on their representations and request, we visited
their office in Navi Mumbai, met Ketan Seth and other directors, who made
grand claims about their institution. From that time, the accused’s intention was
to deceive the complainant. .

(c) Based on the accused’s representations, on 16/1/2001, we instructed the
purchase of government securities, and the accused issued Contract Notes No.
6405 and 6407 dated 16/1/2001 for Rs. 1,98,95,641.67.

(d) Based on the accused’s Contract Notes No. 6403 and 6409, we resolved to
purchase 13.90% bonds of the Sardar Sarovar Narmada Nigam, and for the
purchase and sale of these bonds, we were to pay the accused Rs. 63,79,986.02,
which was paid via Cheque No. 069109 from HDFC Bank.
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(e) In another transaction, we instructed the sale of securities worth Rs.
2,21,90,375.00, for which the accused issued Contract Notes No. 6815 and
6817, and we provided the securities to the accused. For this sale, we purchased
9.85% GOI 2015 securities worth Rs. 2,02,38,305.56 through the accused’s
Contract Note No. 6813, and the difference of Rs. 19,52,069.44 was paid by
the accused. However, the accused did not deliver the securities under Contract
Note No. 6813.

(f) In November 2001, when we instructed the accused to deliver the securities
under Contract Note No. 6813, the accused stated that selling these securities
would be profitable. Accordingly, we instructed the accused to sell the
securities, and they reported having sold them for Rs. 2,16,68,694.44 via
Contract Note No. 6867 dated 15/11/2001.

(g) To meet our SLR requirements, we instructed the purchase of 10.03% GOI
2019 securities, and the accused issued Contract Note No. 6869 dated
15/11/2001 for Rs. 2,72,93,665.67. We paid the difference of Rs. 56,24,972.23
to the accused via Cheque No. 297812 from HDFC Bank. The accused was to
deliver these securities to us in December 2001.

(h) On 13/12/2001, instead of accepting delivery of the aforementioned
securities, we, the complainant, instructed the accused to sell these securities.
The accused issued Contract Note No. 6939 dated 16/12/2001 for Rs.
2,90,16,743.06.

(i) To meet our SLR requirements, we purchased 7.50% GOI 2010 securities
from the accused through Contract Note No. 6941 dated 16/12/2001 for Rs.
2,79,58,333.33. The difference of Rs. 10,58,409.33 was paid to us by the
accused via cheque. However, the accused was required to deliver these
securities to us, the complainant.

(j) On 26/2/2002, we instructed the accused to proceed with the sale of the
transaction under Contract Note No. 6941, and the accused issued Contract
Note No. 7435 dated 26/2/2002 for Rs. 2,86,79,062.50 to us.
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(7) To meet our requirements. we instructed the accused in this case to purchase
8.07% GOI 2017 securities. The accused issued Contract Note No. 7437 dated
26/2/2002 for Rs. 2,90, ],0’]62'50’ From the outset. the accused, in collusion
with each other, made misrepresentations to our complainant institution and,
with malicious intent, deliberately enticed us to misappropriate crores of
rupees. Despite our repeated demands. the accused have neither returned nor
delivered the 8.07% GOI 2070 [likely a typo for 2017] securities under Contract
Note No. 7437 dated 26/2/2002. Despite our repeated attempts to contact the
accused via phone, fax, and in person, the accused do not appear at their usual
place of business or residence, nor do they provide the securities as per our
demands or act in accordance with the promises and trust they established.
Subsequently, through newspapers, televisicn, and other sources, we, the
complainant, became convinced that the accused in this case, as stated in the
complaint, failed to deliver the securities worth Rs. 2,90,10,162.50 under
Contract Note No. 2017 [likely a typo for No. 7437] dated 26/2/2002, which
we, the complainant, had purchased and for which the accused were
responsible. By doing so, the accused deiiberately committed the acts
mentioned in the complaint, constituting serious criminal offenses under
Sections 406, 420, and 120B of the Indian Penal Code. Due to their illegal
actions, we were compelled to file the present complaint at the Gandevi Police
Station on 9/7/2002. However, they adviged us to seek justice through the court,

necessitating the filing of this complaint here.

(8) Our witnesses are as follows:

(1) I, the complainant myself

(2) Shri Akshay R. Desai, Director, The Gandevi People’s Co-operative Bank
Limited, Resident of Gandevi

(3) Shri Mukesh Mehta, Director, The Gandevi People’s Co-operative Bank

Limited, Resident of Bilimora

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



Page 109 of 626

(4) Shri Manharlal D. Shah, Director, The Gandevi People’s Co-operative Bank
Limited, Resident of Gandevi
(5) Shri Kishor T. Patel, Director, The Gandevi People’s Co-operative Bank
Limited, Resident of Gandevi
(6) Shri Gulabbhai B. Patel, Director, The Gandevi People’s Co-operative Bank

Limited, Resident of Gandevi

Additional witnesses will be presented as needed during the investigation.

Date: 10/7/2002

Affirmation:

Today, we, the complainant, at Gandevi, declare on affirmation that all the facts
written in the complaint are true and correct to our knowledge and belief.
Date: 10/7/2002

_ The above written complaint was received from the Hon’ble Judicial
Magistrate First Class, Gandevi, under Dispatch No. 763/02 as Criminal
Miscellaneous Application No. 11/02 dated 12/7/02 for investigation.
Accordingly, this case has been registered at Gandevi Police Station as M. Case
No. 3/02 dated 16/7/02, and a report under Section 157 of the Code of Criminal

Procedure has been prepared and dispatched.

Signature: [Illegible]
Police Sub-Inspector

Gandevi

Dispatched to:

The Hon’ble Judicial First-Class Magistrate, Gandevi Court
Date: 16/7/02
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Signature: [Illegible]
Police Sub-Inspector

Gandevi

Certified True Copy from Original

Signature: [Illegible]
(L.B. Zhala)

Police Sub-Inspector, Gandevi Police Station, District Navsari
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Date: 17/7/2002

My name is Champaklal Rangildas Mali, age 55 years, occupation:
service, resident of Ugman Street, Gandevi, Taluka Gandevi, Telephone No.
63932, Bank Nos. 62338, 63436.

I state in person, upon being questioned, as follows:

I reside at the above address with my family and have been serving as a
Recovery Officer at The Gandevi People’s Co-operative Bank Ltd.. Gandevi,
since 1986. On 30/11/2001, the then General Manager of our aforementioned
bank, Shri Hasmukhbhai M. Desai, retired due to illness. Pursuant to
Resolution No. 10(8) passed in the meeting of the Board of Directors of our
aforementioned bank on 08/11/2001, I was entrusted with the additional
responsibility of acting as In-Charge General Manager until further
arrangements are made. Accordingly, since 01/12/2001, I have been performing
the duties of In-Charge General Manager at the aforementioned bank, in
addition to my role as Recovery Officer. I submit a certified true copy of the
Board of Directors’ Resolution No. 10(8) dated 08/11/2001 with this statement.

The Gandevi People’s Co-operative Bank Ltd., Gandevi, has been
granted License No. UBD-GUJ-1437 on 08/07/1997 under Sections 22(1) and
56(0) of the Banking Regulation Act, 1949, to carry out bariking operations.

Generally, every citizen bank or co-operative bank, as per the provisions
of the Banking Regulation Act, 1949, is required to invest in government
securities to meet the Statutory Liquidity Ratio (SLR) requirements. In this
context, our bank invested a total of Rs. 1,98,95,645.67 through Home Trade
Limited, Mumbai, for the purchase of government securities. This amount was
to be paid by our bank to Home Trade Limited, Mumbai. In return, we sold

government securities of the Government of India worth Rs. 25 lakh, maturing
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in 2009. at the prevailing market rate of 108.25%, amounting to Rs.
21.92,011.82, through a contract with Home Trade Limited, Mumbai, under
Contract Note No. LBL/NSE/2001-02/0006403. Additionally, our bank held
bonds of the Sardar Sarovar Narmada Nigam Limited (SSNL), guaranteed by
the Government of Gujarat, with a face value of Rs. 1,00,00,000. These bonds
were contracted for sale through Home Trade Limited, Mumbai, under the same
Contract Note No. LBL/NSE/2001-02/0006403. at the market rate of Rs.
1,07,23,643.84 on that day. The total proceeds from these sales amounted to
Rs. 1,35,15,655.65. Consequently, on 16/01/2001, our bank paid the difference
of Rs. 63,79,986.02 for the purchase and sale of government securities through
Home Trade Limited, Mumbai, via Cheque No. 069109 from HDFC Bank,
Surat. This government securities purchase and sale process was carried out
satisfactorily by Home Trade Limited, Mumbai, with our bank.

Similarly, on 22/10/2001, government securities of GOI 2012 with an
annual interest rate of 11.03% were sold through Home Trade Limited,
Mumbai, under Contract Note No. LBL/NSE/2001 -02/0006815 at a market rate
of 111.10% for Rs. 1,00,00,000 (face value), yielding Rs. 1,14,01,069.44.
Additionally, government securities of GOI 2012 with an annual interest rate
of 10.25%, held by our bank with a face value of Rs. 1,00,00,000, were
contracted for sale through Home Trade Limited, Mumbai, on the same day,
under Contract Note No. LBL/NSE/2001-02/0006817, yielding Rs.
1,07,89,305.56 at the market rate. The total proceeds from these sales were Rs.
2,21,90,374.00. On the same day, i.e., 22/10/2001, to meet our bank’s SLR
requirements, we purchased government securities of GOI 2015 with an annual
interest rate of 9.85%, with a face value of Rs. 2,00,00,000, through Home
Trade Limited, Mumbai, under Contract Note No. LBL/NSE/2001-
02/0006813, at a market value of Rs. 2,02,38,305.56. Thus, on 22/1 0/2001, the
difference from the purchase and sale of government securities through Home

Trade Limited, Mumbai, amounted to Rs. 19,52,069.44, which was credited to
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our bank’s account at HDFC Bank, Surat, via Cheque No. 257017 by Home
Trade Limited, Mumbai.

Thereafter, on 15/11/2001, our bank’s government securities of GOI
2015 with an annual interest rate of 9.85% and a face value of Rs. 2,00,00,000
were sold through Home Trade Limited, Mumbai, under Contract Note No.
LBL/NSE/2001-02/0006867, yielding Rs. 2,16,68,694.44 at the market rate.
On the same day, to meet our bank’s SLR requirements, we contracted to
purchase government securities of GOI 2019 with an annual interest rate of
10.03% and a face value of Rs. 2.5 crore through Home Trade Limited,
Mumbai. Despite paying the full amount as per the above details, the
government securities, which were to be delivered within the stipulated time as
per regulations, were not provided to our bank. When our bank demanded these
securities via telephone from the responsible officer of Home Trade Limited,
Mumbai, Ms. Kanan Mevawala, she advised that selling these securities would
be profitable. Accordingly, on 16/12/2001, we contracted to sell the
aforementioned GOI 2019 government securities through Home Trade Limited,
Mumbai, under Contract Note No. LBL/NSE/2001-02/0006939, yielding Rs.
2,90,16,743.06. To meet our SLR requirements, we purchased government
securities of GOI 2010 with an annual interest rate of 7.50% and a face value
of Rs. 2.75 crore, at a market value of Rs. 2,79,58,333.33, under Contract Note
No. LBL/NSE/2001-02/000694 1. The difference from the purchase and sale of
government securities on 16/12/2001 , amounting to Rs. 10,58,409.33, was paid
to our bank by Home Trade Limited, Mumbali, via Cheque No. 356171 credited
to our account at HDFC Bank, Surat.

Subsequently, as the market value of our bank’s GOI 2010 government
securities was expected to yield higher returns, we contracted to sell these
securities on 26/2/2002 through Home Trade Limited, Mumbai, under Contract
Note No. LBL/NSE/2001-02/0007435, yielding Rs. 2,;86,79,062.50 at the

market rate. To meet our bank’s SLR requirements, we needed to purchase new
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government securities. We contracted to purchase GOI 2017 government
securities with a face value of Rs. 2.75 crore on 26/2/2002 through Home Trade
Limited, Mumbai, under Contract Note No. LBL/NSE’2001-02/0007437, for
Rs. 2,90,10,162.50. The difference from the purchase and sale of government
securities, amounting to Rs. 3,31,100.00, was to be paid by our bank to Home
Trade Limited, Mumbai. However, the GOI 2017 government securities
purchased under Contract Note No. LBL/NSE/2001-02/0007437 have not been
delivered to our bank by Home Trade Limited, Mumbai, to date.

Therefore, the directors and officers of Home Trade Limited, Mumbai,
conspired against our bank, gained our trust through prior financial transactions
as detailed above, and committed fraud and criminal breach of trust by failing
to deliver the GOI 2017 government securities purchased by our bank on
26/2/2002, valued at Rs. 2,86,79,062.50, causing serious financial loss to our
bank.

To obtain the aforementioned government securities, our bank repeatedly
contacted Home Trade Limited, Mumbai, via telephone and fax, demanding
delivery within the stipulated time as per regulations. Despite these demands,
the securities were not provided. Furthermore, on 22/4/2002, our bank’s
accountant, Shri Mahendrabhai Tailor, was sent in person to Home Trade
Limited, Mumbai, with an authorization letter to collect the outstanding
government securities. He visited their office in Vashi, Navi Mumbai, and met
Director Shri Ketan R. Mashkariya, presenting the authorization letter
addressed to the responsible officer, Shri Trivedi. Mashkariya asked
Mahendrabhai to wait, went into the office, and returned after about fifteen
minutes, stating that the securities purchased by our bank were not available.
Instead, he provided a cheque (No. 984153, dated 10/6/2002) for Rs.
2,96,45,114.58, including interest up to that date, drawn on HDFC Bank, Surat,
in favor of our bank, signed by N.S. Trivedi as an authorized signatory of Home

Trade Limited. Mahendrabhai returned to Gandevi with this cheque.
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On 10/6/2002, our accountant, Shri Mahendrabhai Tailor, deposited the
cheque provided by Home Trade Limited, Mumbai, into our account at HDFC
Bank, Surat.

On 17/6/2002, HDFC Bank, Surat, informed our bank in writing that
Cheque No. 984153 dated 10/6/2002 was returned due to “Account Blocked”
and could not be cleared. Consequently, Home Trade Limited, Mumbai,
conspired to commit fraud and criminal breach of trust, causing our bank a
significant financial loss of Rs. 2,96,45,114.58.

Meanwhile, on 28/4/2002, our bank’s directors, Shri Manharbhai Shah
and Shri Mukeshbhai Mehta, learned from television news that Home Trade
Limited, Mumbai, had similarly failed to deliver government securities to
Nagpur District Co-operative Bank, which had filed a complaint against Home
Trade Limited. Director Shri Manharbhai Shah informed me and other bank
officers of this fact. The next day, on 29/4/2002, our bank’s Chairman, Shri
Akshaybhai Desai, Vice-Chairman, Shri Mukeshbhai Mehta, and Director, Shri
Manharbhai Shah, visited Home Trade Limited’s office in Mumbai to retrieve
our securities. However, the office was closed, and no responsible director or
officer was available. Throughout the day, no specific information was
obtained. The following day, they visited Home Trade Limited’s sister concern,
Vez India Limited, and learned that police had visited Home Trade Limited’s
office and that the company was involved in a large-scale scam related to
government securities transactions.

On 30/4/2002, Director Shri Manharbhai Shah called me to Mumbai,
where we confirmed that Home Trade Limited’s officers had committed fraud
and criminal breach of trust against our bank. On 2/5/2002, I filed complaints
with the National Stock Exchange (NSE) of India Limited, Bandra Kurla
Complex, Bandra, Mumbai, and the Securities and Exchange Board of India
(SEBI), Nariman Point, Mumbai. On 4/5/2002, I also filed a complaint with the
Economic Offences Wing, Crime Branch, Fraud Market, Mumbai. The officer
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responsible accepted the complaint, provided a signed and stamiped copy, but
later returned it, stating that the complaint must be filed in my jurisdiction. As
advised by NSE, SEBI, and Crime Branch officers, I filed the complaint in the
Hon’ble Gandevi Court, as recorded to date.

We submit xerox copies of the relevant contract notes for the transactions
with Home Trade Limited, Mumbai, xerox copies of the SLR requirements at
the time, xerox copies of the cheques from HDFC Bank, Surat, the letter
regarding the “Account Blocked” cheque, the complaint filed with SEBI,
Mumbai, the complaint filed with NSE, Bandra, Mumbai, and other necessary
documents with this statement.

Thus, Home Trade Limited, Mumbai, committed fraud and criminal
breach of trust against our bank. As the accused are influential, we believe filing
a complaint in court will ensure justice. Accordingly, through our advocate,
Shri R.G. Desai, we have filed the present complaint. Based on our advocate’s
advice that complaints to be filed in the Hon’ble Court should not be lodged at
Gandevi Police Station, I stated in my complaint that I had attempted to file it
at Gandevi Police Station. In reality, I did not make any such attempt at Gandevi
Police Station.

This is the truth of my complaint, which is correct and accurate.
Before,

Police Inspector

Gandevi
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Date: 21/7/2002

My name is Champaklal Rangildas Mali, age 55 years, occupation:

service, resident of Ugman Street, Gandevi, Taluka Gandevi.

I state in person, upon being questioned, as follows:

I reside at the above address and serve as the Manager of the Gandevi
People’s Co-operative Bank. On 17/7/2002, in the Hon’ble Gandevi Court, a
complaint was read and explained to me regarding Home Trade Limited,
Mumbai, and other individuals who failed to deliver government securities,
thereby committing fraud and criminal breach of trust against our bank. In
connection with this complaint, Your Honor questioned me and recorded my
statement, which I provided. The statement I gave is correct and true as per my
dictation. However, I wish to state specifically in public that in our bank,
monthly meetings of the Board of Directors are held, during which resolutions
are passed regarding the bank’s deposits and investments. I submit xerox copies
of these resolutions with this statement.

Furthermore, our bank operates in accordance with the regulations of the
Reserve Bank of India (RBI), and an annual inspection is conducted. I submit
a xerox copy of the RBI inspection note for the year 2001-02 with this
statement.

Additionally, the special auditor appointed by the District Co-operative

Joint Registrar, Navsari, conducted an audit of our bank for the period from

- 01/04/2000 to 31/03/2001. I submit a xerox copy of this audit report with this

statement for the purposes of the investigation.

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS
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In relation to the Statutary Liquidity Ratio (SLR), I submit the following
xerox copies of RBI circulars:
(1) UBD-BR-42/1626001
(2) RBI Register No. BR 742/16.26.00/00-01 dated 19/04/2001
(3)RBI Circular No. UBD NO. BR CIR 42/16.26.00 dated
19/04/2001, along with the authorizing resolution No. 2(A)3 dated
19/05/2002, which pertains to the implementation of these

circulars.

Moreover, regarding the government securities purchased by our

aforementioned bank, I submit:

* Axerox copy of the 11.99% GOI 2009 securities, including the transfer
form and securities certificate.

« A Xxerox copy of ten securities of 10.25% GOI 2012, each with a face
value of one lakh, along with their respective transfer forms.

* Axerox copy of the 11.03% GOI 2012 securities transferred to our bank
by Federal Bank Ltd., including the transfer form and securities
certificate.

These documents are submitted for the purpose of the investigation.

If required during the investigation, I will present additional documents.
This is my special statement, which is true.
Before,
Police Sub-Inspector

Gandevi
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This contraet is e sylvject to 1o ules,Bys-Lavs and Regulations, 2nd usages of the National Stock Excliznge of —R__uv
Limited fronshey and ot cr Cowem/Regulatorybodics as appliesble. = ° 2 .
Brokerage Los Inxn ehiarged e zisted and has beenat rales not exceeding the official scale of brakerage and indicated
- . : £ o
This econtract is subjeet lo the judis:fiction of the courts in Bombay.
L3 ik covat of any elzim(whathie H.ra.ﬂ& or nat) differance or dispuis ansivg between you and me/us out of these tansaction:
e ot shialh be refeired to avici=ton io Bombey as provided in the Rules,liye-Laws and Regularions f the National Stock
Exchanpe of Indga Limited , Beminy . : F §
This conrac ac“;w___& and shoil *=¢ doemed 1o esaztituce as provided overleaf an agreement between you and mefus that
1l elaiani(w Datier adenitted of ovt) differences and@ispute inrespeet of any dealings , transastions and contracls ofadute
priof o sidiayacalt (o the date o ihis contrct (incheding any question whether such dealings , fransactions of contracts of 3 daie
Leen el foio ar nut) siall bz smiiied to and decided by Asbitrziion in Bombay as pravided in the Rules,Bye-Laws and
Regulations o f the National Stk Exchange of Inda Limited , Bombay. .

Yours Faithfully
Muanlier of National Stock Exchange of India Ltd. Bambay ©

Fer .63% ‘
YAt

- \.»5.5_:2 Spnaylderc>

L
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the matter shall be efenzd 10 atbitation in Bombay a3 previded in e Rules Bye-Laws and Regulations of the Naticeal Stock
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Yours Faithfully

Exchangs of Indua Lé. Boms2y
SN (o
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4 L.!hvxn e

Member of National Stock
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Uanﬁﬁnnﬁklaﬁs._a Fules,Bye-Laws tid Reziations, 21 nssges of the Nativeal Stock Exctange of India
Ltz Bumboy s othir GovemmicouRegultony bedins 21 gpalicahle i v

flggtgilgiﬁgaiﬁgﬂa%tgﬂ“&!&

gﬂnﬂr.&ﬁ!_sg&?grmuﬁ&.

12 15 event of any clainfuiatiser sdniited o¢ bos) Eremss ¢ disz 2 vriiag between you aad mefus 01 o thess trandactieas
the raacter shall b2 1efered ta arbitiztion inDomyyas o c2ad i il itar Bye-Laws and Regulations v *x Natiss| Stock
Exclunze of s Limiied . Bomboy

This conuzss conitones snd shull be dazned 10 casiturs < Fovitlal vielesf 3n agreenitent butween you sl mehis daat

2l elims{whether admittel oz not) dificrences and Cspurs Teapees of sy daalings, transsetions aad coni=ets ofadae

45 o2 vl aquant 1 the dasz of this conwraet (inslusing 2y question wixthér such dealings , sanzactions of of a dxe
beza eatered it ¢ not) shll be submitted (9 2ad eecided =y Arkitr:tioa i Beambay a2 provided in sz Redes Bye-Laus
Repalations of iz Manional Stock Feclange of Indis Limics | o Beanlis s,

BOMBAY Yours Faithfully

Famlirad ol Stock Exclizngs of Inda L. Botay
For OME JEADE LTO.
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_.__:.,r.n.ciz_:KE&._........o.r...s_,::ﬁg.ﬁew o&.ﬂkiﬂ:.! ) .

P,...Aau._l-eog n..u.!!!!&liufllsaﬁ.ﬂg 2ihe official scale of brokerage 2 * = 4izaial
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This contract is subject 10 thc jurisiliction of the couts in Bombay, '
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fxziange of i Liniied | Boathay

T eoauracr cargiituter and ghalt be deemed toconstitute 25 providad overleaf an agreemen: detween,you ar 3 incfus that

s s whatber slmited or nez) diffesences nd disfrate inrespact of any dealings , transactions and contraet of 2 date

T 07 BUNeqUR] 10 tha daie of his coatract (iachiding any question whether such ésalings , Iransacvions or contraczs of 3 dxis
saesentercd indo or noi) shall b rubmitied 10 2u) decided hy Ashitration in Bombay s provided in e Rules, Bye-Laws end
Regalzaors of the Natieaa! Stock Exchange of lndia E.&w& . Bombay.

Yours Faithfully

Member of National SStock Exchange of India LuJ. Bombay

. For WNNE TRIADS | M8TTD

(o

M ]
YR v cn dgnaris Ouesser
’
e
!
.. 1
] .
\ $ 7
—-« »
. " -~
\ y -
N - X -
W7 S /7
~ » s
e .L e
R~ g

g

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



(@) 0 .
@A OogEopEn) fol - 3L L Sheag -yl 9538333 o oy A seo) - NgD) .
. 1Y IR pRTY - [y- =AM+ 28 e BPRRS - 05 agzpaL-al oo
53, - PEop L - sl | meAd Al ﬂznﬁlfn&o 8D LT Ty . Pelegesmic
: 2 3% : " s’
ssTOrSRL0! Wy |90t 00T0' 301 10023010 | 2avit on) ' 01T 3.a_ snomIn .u
> ol sar [: . 0vd | GWasaz | an | w0 | N@d N o [sm
& Te
- |01 3 rSwamag (000N IRA L STIVIITNOLLDVSRvEL
& (04 NONOGN - XY PRV 520 - YO sdhgeg-11 aa.anem.w
G “ |
(o) N . w0l o0l w o Ttowo 1 otlioo0I
== ]
o }
y— (1) hamy (W (1wgu) | porg umy t
» Yo [ ol oy A ony | gL | s fnzog IS QU 20
ah | SV |
Dnm : BIPANATVE 1% *

f oD

Gady V22938 2NCH 53

 suonzsuen SuLojlo) 363 wn0332 no 0} par 2o 0K Aq suop Avp STt 2avg ap1/] _

FO1 W Ty deoees 4:.38.2&#.55? PRI 2P0 pacal) | Ty

'
H
i
H
)
H
!
Fems ay oo
e
_ V5l g i
i)
|
i
H

XX EREE X

a/Omu

N R Ve

i)

LISS DIT2 - HATIINTITT 0N LIVEINGD

3!

095 96¢ |
" revsave - 1D04ISIa |

IA3GNVDYVYZVE |

QUTHNYE ULVEII0-00 STI03L TAANVO RILL

: )

2
S12APUUA 20 4200 3 $2a%020] £ 031150 S0 KDY LRGIEILI g PANS] 30T TU3T00)

N.o

~

nRenEh

~ —

| f
No- .

Y SN R a0 13 fens

QOO0 O0OO0CDOO0O0OaQo0 v

wanany
vl

."xlu.l' L
Sl

Y ot SRR S0 RS0 FL T SRTRL W PRV O

deyararad ‘.—,v" L

sREmare

SN TN

CHGICINS

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS

TN

2



Page 132 of 626

Lt

YIS s s fecs to e Rl BeLavg aa Regulstioes, and usagrs of e Natioal Sionc Exchanae of India

< eiwdoth o Coy s «uuﬁﬁg._xe._nua._._ruzﬁ

Hrelzizge s oo shoaed as 2200 236 has bom ot Tates not exceeding the official szale of brokerags and incicated
.

sy
This eonimct :5 subjeet 20 the jisisfiction of thesounts in Banibay:
! admivied or ne) diffsnencs o siepute ez briven vou 2 19223 out of Siess transietiop

,'auuo.:.agnﬂ?o_,.._s:nﬁn xc_ab..«._‘u.;vi”&uﬁc..:._.__;.’.u.ms&m_onw
1y ©

Thit Corieaci covvuivter 20 shali be deomed 19 constitiite 28 provided overteal 2 agzement detween you ard me/us that

= aivaed o ven) differences o dispute irespeet af any deslings , Uansastions 2ad contreess of a date
RHaesi o the dre of thes egnmct (icluding =7y question whather such Czalings , trangsevons o consasts of 3 date
baza enterad B0 o i) shall b rwbmitted 1o 2 decided by Arbitrstion in Bombzy 28 provided in the Rules Bye-Laws and
Megutatiors of e Nelo af Staed Exdhunge of bdia Limited , Bambay, |,

Yous Faithfuly
Member of Natiooal Siock Exchange of India LeL. Bombay

| For 4Oz TRADE LuniTe
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This cort:
Linvited,Bor

;
.0 et abwea of e Natiead $i: 2 Exchange of bhdia

Brokeinge s weca haread i | adneellsizl seals ol b rhirige and indicated

This conital 1 subipat 3o I r i of the sozrir Devntar, . v 4
" . . 453 - !

;2 arising Letween you 4 ma 28 8t of these raasaciicns

“a Butes Sua-Lawg and Rapalisians of the Nationsl Siock

.

e zpe it in Ceomnd 10 CoNSis 33 movadat ovalead s agreement 21 753 3ou and ek
all elaimelwhenla sdminad o ) dilferenced and Crp e amegpeet of any deatings , ransaczions 2o contracts ofa date

peior or subsequant 10 e g e F1his conast (inchng sy quersion whetlier such dealings , marsastions or contrcis of a ate
been euazred into o not) sil 'se Submivod 1o and dsided b Aditration in Bombayas proviced iz tha Rules Bye-Laws and

Regulatisat of e Nation! Stoct Tazhunge of IndizLimited, Bambay.

BOMBAY Yours Faithfilly
Menibe: of National Stock Exchangs o7 Inciz Lid. Bombay

So Lty A et

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



Page 139 of 626

P
|

]
@
o_
-y
oatopea) FOL - Ol et ] aoulymoE Ry ey ey Lay S~ ND TR L
| ey AT A oS- 05 =qeoL-al WEROND
" PeRIRLKL ey XA ooy Loy ) KD et Psfagesn
2000 ]
. “ m
WOLYIE o jpons wuwszon | tosve| ezl | st o] 5 w =
! ! 5
a S| v iGow| (oA | @ | w0 | x0 1 on [u] w0 [s= _ =
R e | STVEANOLDVNVEL 3 m
3 S
G (O MO0 - WX STV OO YO Algsieny ) homos - 1§ 5 g
E v sz ma | an | oo (s 59100zt “ m_ %0
B : | wu Py
o | i @ o~
T iene) | (e (e o (eTwed | R o T IR o o
¥ YO byl oy =) oy | 1t | = fasg s o 20 .M Z
1l L STV AR ,w 9
i n\.u..\...\.N...& o P i -
| ..\x.\\é....ﬁ.\.w \ * SuomeREd §ulnof[o) 94 e 0f o1 s S = £ 2009 Aep ST AW AT WEIE y .m .m.
. ciean woaMNu:n) Cr u.{dlh M fo
. e ) ~
$561 v o Leqog 2 01 S P 1AV S0 (D 23 B b e by TEYSAYN - 1O71SK - ©
. ONPY B0 ) ASANVD XYVZVG M nl..ll.
anﬁg._%ﬁ_.wzgaou ﬂauﬁ/:wﬁudm&ggrﬁgﬁdﬂ .v.. wu
) ) -
- a
CLUEAIY =T\ EIVR m
< 3 | P sicdpotad 39 1Sy Y $I240/ FE TR o) B0Y17E LG 2§ RS 108 FLUT) : 5
[ & 5 ) sy . -. . £
= = w9850 201 fo weppmncaf v o w0ag : : m
r - . . =
: 3 {5 twsrtn) ! f 3
V. ALON DN /<
P m
b
N H

2900 O @

O

FO0ROO0O0NOL e



Page 140 of 626

Py Tty ...:.."._.anzu”.w.u,._.nr.“r.mk&uamaoz..&a
o

Tiscort - iz mss
Liav:d.2srony et

-y

Brokerazy a3 hes Jazpad ST st st e llat seale ol brokenage and indicated

ST

This canlrzat is sadjact o ez = dhztivn of the cour s 'r louty @
v %% ; ar

tted ar pot) & erenss 2.1 Misiag Siween you and medus ow of these ansactiens

ta Delex, Fus-Laws 2nd Regulations of the National Siock

In e oz ol any e'mir v’ 2
the mazer shall & x:
Exchange of Indiz Limizad . 22y
This contract coretinies . 2~ F ixe cleenied 10 consauie 23 pres iz overlea? i agreement briween you and mefus that

all claims{vhethe: saities 7= =~ ) dfferences 3ad diszue inrespect of sy dealings , transactions and contracts of a date

peier or subssquint to Ue €222 »T i conact (inchieding 2ny quesiion whethier such dealings , transactions of contracts of a date
been eatered into of nat) 187 72 rubmited 1o and dreiderd Ly Arbitration in Bombay as provided in the Rules,Bye-Laws and
Regulations of e Nationa: Strc+ Txchange of Indiz Limited , Donbay. 2

Yours Faithfully

i Eamdayis sy

°
BOMBAY
Menibes of National Stock Exchange of India Lid. Bombay

For !n.u .ﬂ\.ﬂm:’m . .".JMO

it AL oD

Zetans

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



-9. 1
— — -
\ sommopseon 01 - 3L ko - 40 ey PR NP Ay ma) - ND WL |
. o pasy -V WEANSAS o mEATS - 0S  ®PeL-al NSO N0
sopepag L - SAL wep TRy A2 T ety g RE00) KD =mppoLedl pokeg-su
sy
KTWEIN. wo |osT 20005 LIS 101K Héuﬂ._ | wes oo | oz | 5
(7]
+ o1 | s v (wya | (WavM | a1 8O | s | 1L | M| RO [SE| o
— [ TrTma awg PR SRR a0 FUVIZ0NOID VRVl .m *
V=) | (O RONOGY - 23! PIUTY F10° YO dhapeig =11 40 hnmoog 13 % 5
] = : : : : 3 :
e o ¥s | L] 0L _ ¥ b oo m NRMD i IR b=y
Gy . i : o
o] 7 ' : =
=t < () _ (OEC TN LY (roey sywpr | o i ! sy f | . a
-+ X Y0 oy LY foody | WL el amg 18 DRy op0 i .~H
v E S * o~
o u\«i STIVEIa IS | P
e ', Sranghe AN ; ) . 2
Wb “ \\f.\h T * suojpesa Sl X LR ol QpE S0 et gy S spayan | N
= _ 03N x:n.\m.._“.\..z w1 20w _ m
; N 5
39503 Sio irmdog Xa 1 3TN0 (Q5 3 g WY ot ot ot g [SYSAVN - 1901821 ¢ .M
! S Y SO RIEY ’ DRIV | . R
¢ 3652 B o - SO IRITTON LIVANGD AUTNNI ALYYII00 534034 LA3QNYD 3L P 5}
4 . o " o
_ ¢ P
) Jies sdzogd so ST\ Y €250 9E SISOV 1) UOIDC SRS ] LIRS 200 UI) B
2 vy z«nt:&!\!i~ia&1h g q

rr

00000 DOV DPDTCODOSODLOVOOOD2ONRRY2O0GE




Page 142 of 626

o/
)
Lo

i comias: i e e lpaetan o s bine L 2 Regitions, 2 usages of the Natize! Stvz Furiasyd of Indin
Limited Bo ey o2 ek Govene »- e guistory boskies as spplizalia, A

Peokerage has been Sxrpod s #ies 2 aud has bees 22 Tuies nes exceving the official sale of bwkerays =id inuicaied
soptely. U
This contract is sabject 1 the jusi Eiction of the courts i Boarbay.

iited o7 o) Giiercncs ot dispute ensing Towern you and me'ts o of these transestions
n i Bartay 23 proviue in i Rules Bye-Laws and Regulations of the National Siock

Tn tiz event of mov clzim{wvhels
the mater shall b= refored io =
Exchange of fdia Lirvited , Bonicies

Thus contract comtiuies and 3’ be deanted 1 consiiluie 33
all elsims{wheiher admitied o7 ) il 3od dispute &
prer o ubrequent fo the dale of tivs contract (eliding any question whathe: sich
been eatered io of ) sl b 2temiteed 1o 3d decided by Asbitration in Beimbay 2 provid

Regainions of the Navoaxt Swe Lrehange of idis Limited Donibay.

provided overieaf an agresment betwez you sud medus that

of any deslings , transactions and contracts of & €3¢
daalings , trmnsactions of conizacts of 3 dale
24 in the Rules,Bye-Laws and

Yours Faithfulty
Member of Naticnal Siock Exchange of India Lid. Bombay
For .a,we. € LIAITED
L Rz
Ay e AT
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Banking Regulation Act, 1949

(As Applicable to Co-operative Societies)
Banking Laws (Amendment) Act, 1983, and Banking Regulation
(Amendment) Act, 1991 (54 of 1991)

The Banking Regulation Act, 1949 (as applicable to co-operative
societies), effective from March 1, 1966, grants the Reserve Bank of India
(RBI) various statutory powers to regulate, control, and supervise co-operative
banks. However, powers related to the amalgamation, management, and similar
aspects of these banks remain with the Registrar of Co-operative Societies of
the respective state. Specifically, the provisions of the Banking Regulation Act,
1949 (as applicable to co-operative societies) apply in addition to, and without
prejudice to, the powers of any other law in force at the time. This means that
co-operative banks must comply not only with the provisions of the Banking
Regulation Act but also with any other applicable laws. Nevertheless, where
specific provisions are made in the Banking Regulation Act, those provisions

shall prevail over the provisions of co-operative societies’ laws.
Some important aspects of key sections of this Act are outlined below:

Section 5 (CCV)
Under this section, an urban co-operative bank refers to a co-operative society,
other than a primary agricultural credit society, which: |
1. Has as its primary object or principal business the transaction of banking
business.

2. Has a paid-up share capital and reserves of not less than one lakh rupees.
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3. Has by-laws that do not permit the admission of any other co-operative

society as a member.

It is provided that this sub-clause shall not apply to the admission of a co-
operative bank as a member due to contributions to its share capital from funds

provided by the state government.

Sections 6 and 8

Section 6 specifies the types of business or operations a co-operative bank may
undertake. Section 8 prohibits a co-operative bank from engaging in any trading
activities.

However, under Clause (o) of Sub-section (1) of Section 6, it is lawful for a co-
operative bank to undertake such business as may be specified and permitted

by the Central Government.

6. Investments in Government and Other Trustee Securities by Urban Co-
operative Banks

The Reserve Bank of India, through its circular No. UBD No. 498A/ 12(24)/84-
85 dated January 8, 1985, advised all urban co-operative banks with working
capital of Rs. 25 crore or more to comply with the provisions of Section 24 of
the Banking Regulation Act, 1949 (as applicable to co-operative societies).
These banks are required to invest at least 10% of their liquid assets, necessary
for compliance with Section 24, in government and other trustee securities.
Additionally, all banks with working capital currently below Rs. 25 crore must
comply with these instructions within three months from the date their working

capital reaches Rs. 25 crore.

7. Display of Balance Sheet and Profit and Loss Account (Rule 10)
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Banks with deposit liabilities of Rs. 20 lakh or less, which are required to
display their balance sheet and profit and loss account along with the auditor’s
certificate at every place of business, must submit a certificate to the Reserve
Bank as specified below:

As per the provisions outlined in Explanation 2 of Rule 10 of the Banking
Regulation (Co-operative Societies) Rules, 1966, we certify that the balance
sheet and profit and loss account, including the auditor’s report, for the year
ending March 31, have been displayed at a conspicuous place at the bank’s head

office and every place of business.

8. Special Report on Assets and Liabilities of Co-operative Banks —

Position as of March 31

To provide data on money supply in India, a table is published annually in the
Reserve Bank of India Bulletin as of March 31. Accordingly, every co-
operative bank must submit an additional return in Form IX, reflecting the
bank’s assets and liabilities as of March 31 (or the last Friday if March 31 is
not a Friday). This additional return, under the provisions of Section 27(1) of
the Banking Regulation Act, 1949 (as applicable to co-operative societies), is
separate from the general returns prescribed in Form IX and must be suE.)mitted

to the Reserve Bank.
9. Extension of Banking Hours for Branch Operations

The Reserve Bank, through its circular DBOD.UBD.RBL.1555/].82-83 datcd
May 16, 1983, stated that it has no objection to banks extending their business
hours. However, it is essential that transactions conducted during these

extended hours are integrated into the branch’s main accounts. Where such
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facilities are provided, they should ideally be limited to specific transactions,
such as accepting deposits. Banks must ensure compliance with the Shops and
Establishments Act and other applicable laws, as well as adherence o
agreements under industrial awards or settlements. Where necessary, banks

should also inform their members and the clearing house.
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HOFC BANK LTD,
E:} HDFC BANK 2nd Ploor, Wing Rajasinan Blds.
Oak Lans, Forv,
Mumbal ; 400 023.
\)'o
v

MEMORANDUM

Rewm 10 . {‘\O\‘C. hl“—f
Cheque No. & . O\%Li\ \/} "
(129 Q | | < 1. L(_S' U l.l ﬂ .Date : IOI& }D,\-

Ry ajon Manrket (X)) \S
O Effeet not elearcd. Please present again, \‘-\
O Full cover not received. S
O Exceeds arrangements, <. )

[J Funds expected. Plesse present again.

3 Drawer's signature required / differs from specimen.
1 Cheque post dated / stale / un-dated.

O Cheque mutilated.

0 Payment stopped by drawer.

O Funds insufficient,

[ Cheque not drawn by this benk.

[0 Maoterial alteration in the instrument. requires full
O signature of the drawer.

[ Clearing stamp of date required.
0 Account closed,
CJ Refer to Drawer. .
. Payee's Name Required.
0O Not payablc through Murn i Clurlng
R S g £9)
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e 5.7, D, 02634 1 62A348-

gm Gandevi People’s Lo-uperalive Bant: Lisied.

Standarton Houtse, Dazar,
P. B. Neo. 10
GANDREVI-396360
Dist. NAVSART,

Date _ v

—U2705/2002

The Sr. Inspectdr of Police
Economic Offence Branch
Crime Branch — CI1OD, v
Crawford Markel,

Mumbal

‘Sub: Comploint against M/s. Home Trade Ltd., Sharo and

Stouk Broker, mombor of The National Stock
Exchange of India Ltd. and Its diroctors Mr. Sanjay
Agarwal, Mr. Kotan Sheth, Mr. N. S. Trivedl, fAr,
Bubodh Bhandarl for criminal conspirncy and
chenting us,

o

Dear Sir,

Please find onclosed copy of our complaint against M/c. Home
Trode Limited, Shore and Slockbroker, member of The
Natlonal Stock Exchange of India Ltd. for nccessary action. '
Thanking you,

Yours falthfully,

FAli SDUSP PSR Lo GO ep Bank Ld.

2. Gafelarranager 12 - Mati .
od Signatory Toncuamge Gemeasd Mane 5

ﬁﬁq’o

afyesy sty \'nhu:n
aiaza i ’.lk weifaa
faan (i
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02/0%/2002

The Sr. Inspector of Police

Economic Offence Branch ,
Crime Brench - CID i
Crawford Market,

Mumbal

-
v -

Sub: Compleint against M/s. Home Trade Ltd., Share and
Stock Broker, mombor of The Natlonal Stock Exchange
of India Ltd. and Its directors Mr. Sanjay Agarwal, Mr.
Ketan Sheth, Mr. N. S. Trived), Mr. Subodh Bhandarl
for criminal conspiracy and cheating us.

Dear Sir,

We are the co-operative Bank incorporated undar the name and
style of The Gandevli People’s Co-operative Benk Ltd.,
Standerdion House, G8ndevi — 398 380, Dist Navearl, Gujarat %
under The Gujarat State Co-operative Societles Act, 1981, We
under the authorizallon of the Reserve Bank of indla
.(h;relnaﬂer referred to 'as *RBl) are carrylng business of

banking sactivities st Gendevl end nearby ereas jn district
Nm./url in the state of Gujarat.

)
We sre submitling this complaint agalnst M/s. Home Trade
Limited (hereinafter referred to es the “broker”), Shero and
Stock Broker, member of The Natlonal Slock Exchange of Indie
Ltd, (hereinafter referred as *NSE*®) and

Its directors Mr.
Sanjay Agarwel, Mr. Ketan Sheth, Mr.

N. S. Trivedi &° Mr.
Subodh Bhandarl for cu:lmlnal consplracy and cheallng us upto

{he extenl of Rs. 2,00,10,162.60 (Rupees Two Crores Minety \
°Lgcs Yen, Thousand One Hundred Sixty Two And Paise Fifly
Only) as the broker has falled to deliver government securities

purchased by us through them as & member of NSE (or which

full consideration was paid. We are enclosing herewith

Schedule - | providing therein complete addresses of the
offices of the broker, name and addreas of the directors, their
benkers and associale companies.
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Facts of the case:

Vs We are a co-operative basnk incorporated u
Gujarat Slate Co-operatlve Societies Act,
under the authorization of RBIl, carrying our business
of banking mctivities at Gandevl and nearby area in the

district of Navsarl in the state of Gujaral.

3. We submit thal some time in the year 1999, Mr. Ketan
Sheth approached us and made a presentation thal he
is a diractor of Euro Aslan Securities Limlite
the company |Is a share and stockbroker and member
of NSE and also entitled to axeclle lransac

government seacurlities.

4. We In order to comply SLR requirement for invest
of funds Into government securities Internally decided
to place order for purchase of government securities

with the broker,

a. We thereafter someiime in the montn of

1999 placed an order for purchase of government
sacuritles and Euro Asian Soecurilics L

iransaction.

b, Sometlime In the month ‘ef May 2000, Mr.
:._' . Sheth alongwlth Mr. San]sy Agarwal and Mr.
%% Trivedl made ,@ presentation lhal their old

firm Euro Aslan Securities Lid.

File 2 of 2 of CC No. 2778.0f 2004 Gandevi PS

We as a ro-operative bank In compliance with the
provisions of Banking Regulations Act, 1949 pertaining
to Investment upto 25% of the Netl Time and Demand
Llal;lllty into government securitlas, decided to invest
the amount within the limit approved by the RBI
Stlatutory Liquidity Amount (known as SLR).

d and that

td. confirmad
the transaclions for o sum of Ru. 26, 77,356.61 und
we had made payment by cheque no.

Maharashira State Co-op Bank Lid. and completed

has now been
N renamed as Home Trade Ltd. and made 8 furthar
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presentation that

Home Trade Ltd.
merket ang

the new named company

i.e
is » member of NSE

for debt

run by e team of professionsals and
amnurod a quality cum result oriented professional

services witp the request to starl transsclions lui

sale and purchase of government securities through
the new broking firm i.e. Home Trade Lid.

They also made a presentation that Home Trade
Ltd. having another group company known In the
name of Ways Indla Ltd. and according
presentoation the company Iis
professionally managed

technology.

to their
one of \he

best
company into

software
They further made a statdment that
thalr business promollon actlvitles shall be handled

by culebrities like Mr. Shahrukh Khan. Mr. Hrithik
Roahan, Mr. Sachin Tendulkar
Chopra.

-~
-

and Ms, Priyanka

d. We in order to satisfy ourselves about 1the

credential of the broking firm, visited the office of
the broker situated at Tower No. 3, 5"

Software Park, Navi Mumbal Rallway
Complex and met with Mr. Sanjsy Agarwal,
Chelrmen and Chlef Executlve Officer of the broking

firm alongwith Mr. Ketan Sheth, another director of
the company. We also met other direclors and
otficers of the broking outflt wherein we
that the

Floor,
Statlon

romiizaod
company Home

Trade Ltd. is 8
professionally managed company and theratore will

be In a better position to provide assured services,
which wa now realize to be a misleading impression

created by the broking outflit with malaflde intention
to chea!l Investors.

e. We thereafler placed order for purchase of
government securitles on 16/01/2001 whereln the
o

broker confirmed having purchased securities

lhrouéh the trading mechanism provided by NSE on

Pt ‘:.; our behalf. The broker also Issued contracl no.
s
7
Pt L.
- ?ky_ 4
e .;r\;“/
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(222

46/01/2001 and thaereby
purchase of securities mentioned therein
for a consideration of Rs. 1.,98,95,641.67. Copy of

contract note no. 6405 & 6407 enclosed herewith as
Exhibit A.

6405 & 6407 dated
confirmed

We also placed order for sale of securities and PSU
Bond i.e. 13.90% Sardar Sarovar Narmada Nigam

Ltd. for which the broker issued coniract nole no.

6403 and 6408 for a consideration of Rs.

1,35.,15,655.65. Copy of contract note nos. 6403 &
6409 enciosed herewith as Exhiblit B.

The transaction of purchase of securlties and sale
of securities as stated above
payment obligation of Rs.
paid the sald amount

has resulted Iinto
63,79.986.02,
by =al/c. payeec chague nO.
069109 of HDFC Bank Lid. and compleled our
of obllgnlt::n tand

We have

part
became entilled for geltling

dellvery of securities purchased under contract note
no. 8405 & 6407.

The broker thereafter dellvered said sccurities and
thereby both thao parties have completed their part

of obligation and the transaction completed In all
respect. -

g. We thereafler entaered into anoilher transaction wilh
the broker wherein we had sold sccuritiea worth Rs.
2.21.80,375/- for which

the broker had Iissued
o contract note no.

es15 and 6817. We in order to
complete ocour sales transactions delivared sacurities

to the broker. Copy of contract note no, 8815 &
on17 anclosod harewith as Exhibit C.

During the same setilement we purchased 92.85%
GOl 2015 worth Rs. 2,02,38,305.586
broker and ttie broker issued coniracl
eB13. Copy ©of contract note no.
herewith as Exhibit D.

through the
note no.
6813 enclosed
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“The difference belween sale prica and purchase
price was Rs. 19,52,060.44 and same was paid by

the broker and thereby the broker hos competed his

port of obligation. However, the broker has notl

delivered securities purchased under contract nole
no. 8813 _though.the consideretion wos pald as and
° by way of adjustment of sale proceeds:

as stated
hereinabove.

In the month of November
.2001 when we requested the broker to deliver the

securities purchased under coniract note no. 6812,

the bDroker made a presentation thet due 1o

reduction in the Interest rate In the capltal market,
the market price of the government securities lying
with them has Incereased substantially and therefore
It would be beneficlal to dispose off sald securitias.

We therealter decided to dispose off said securilles
end eccordingly. Instructed the broker. The broker
executed the transactions for a sum of
Rs 2,16,68,694.44 and Issued contract note no.
6867 dated 15/11/2001. Since the dellveries were

lylng wlith t*he broker and therefore the transaction

was completaed as ‘far as our responsibility was

concerned. Copy of contract note no, 6867 enclosed
herewith as ExHibit E.
1

= i
©@. In order to con"ply SLR requirement we placed tho

order to buyv*lp.oa% GOI| 2019 securitles and the
broker axeculed the transecilons for contract value
Rs. 2.72.93.§Bl5.67 and issued contract note no.

6869 dated 151511I2001. Copy of coniract notle no.
6869 enclosed herewlth as Exhibit F.‘

The difference being the purchase value and the
sale value of Rs. 56,24,972.23 and same was palid
by us by alc. 'péf{'ee cheque no. 297812 of HDFC
Bank Ltd. and completed our part of obligation. The
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socutm:s owere due for delivery somelime In the
,-T'" wonth of Leceaember 2001,
_ I. On 16/12/2001 we instead of accepling deliveries of
; securities purchased under contract nole‘no. 688689
decided to dispose off sald.securities and therefore
‘instructed the broker 1o dispose off said securities.
The broker executed transaction for a consideration
of Rs, 2,90,16,743.06 and lssued contract nole no.
6939 dated 16/12/2001. Copy of contract note no.
6939 enclosed herewith as Exhiblt G.

j. We in order to comply SLR requiremenl again
purchased 7.50% GOl 2010 for & conslderation of
Rs. 2,79.58,333.33 and the broker Issued contract

, Note no. €841 dated 18/12/2001. Copy of contrac!
note no. 6941 enclosed herewith as Exhibit H.

The difference between the sale price and purchase
price was Rs. 10,58,409.33 and for the same the
broker Ilssued a cheque, which was en-cashed by

us. The: dellvery of said securities were due and
recoverable from the broker.

‘ k. Flnally on 26/02/2002 we Instructed the broker to
- exacute sales traniaactilon for the securlties under

pending dellvery purchased under contract note no.
R

6941 deted 16/12/2001 and the broker executed the

transaction for a conslideration of Rs.

\ 2788,79,062.50 and issued a contract note no. 7435
= dated 26/02/2002. Copy of contract.nole no. 7435
enclosed herewith as Exhibit I.

1. We =agaln In order to comply SLR requirement,
[ ¢

( ordered the broker to purchase 8.07% GOl 2017
/

securitles and the broker exscuted transactions

¥ under contract note,no. 7437 dated 28/02/2002 for
\\__ i a consideratlon of Rs. 2,00,10,182.50. Copy of
.-g/,f’ contract note no. 7437 enclosed harewith as
¢ ,_5-,/// Exhlibit J.
P o
\y
o/
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The difference between the purchase price and sale
price of Rs. 3,31,100/- as payable to the broker. We
“requested the broker to deliver the securities
purchased under coniract note no. 7437 in
exchange of a pay order of Rs. 3,31.100/-, .
However, the’ broker has requested o wait

sometime for dellvery, dellvery of which
awealted.

for
is st

In view of dhis, the broko! M/s. Home Trade Ltd. has
defaulted In delivering the securilies worth Rs.
2,90,10,162.50 for which consideration was fully paid
subject to payment of balance amount Rs. 3,31,100/-

of last transaction dated 26/02/2002.

We telephonically and personally followed up the
matter with the broker for delivering the securities
purchased for consideration but the broker has given b

false sasurance and not dellvered the seccurities (Il
date.

Qur directors finally visited the office of the broker an
29 April 2002 and were stunned to know that ail the
direclors of the broking firm and the senlor officers of =
the broking flrm were not avallable In the office and "
seamad to be absconding. We thereafter remlized that ‘
tho brokar has foullod and In order Lo byposs personul ) y
meoliing, dolivery of socuillios (tholr commltments to o
the investors); absconding.

-

We submit that on the basis of newspaper reports,

T. V. news and somé& other reliable sources we "
concluded that the broker has failed to honor their \!
conlractual obligation arising from the contrect noiecs
issued and In fact misappropriated t(he securities 7/ o
monies pald by us for the purchase transaclions and W
hence cheated us by entering into criminat conspiracy

amongst all the directors and officers of the broking {
filrm. .

N

¢

|
“.
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cemplalnt through our advisor M/s, De&ar Iinvesior's
Grlevance Services Ltd. with The investor Service Cell
of ,The Nstlonal Stock Exchange of Indita Ltd. and
Securities and Exchange Board of India Lid. on
30/04/2002 and 01/06/2002 respectively by fax and
_:supmlnod nard copy on 02/02/2002, COPY of whlch
enclosed herewlth 2as Exhlbit K =and Exhlbit L
respectively.

in view of serlousness of the matter and the quantum of amount
it Is likely that the directors and cfficers ot the broking firm and
their assoclale cc;ncams in order to avoid 1lability and to avoid
logal action may fly to s_om'a other couniry and hance we
request you o kindly Initiate necessory sieps 1o selize thelr

passport and ensure that the culprit doss not leave the couniry. .

o
We are 8is0 ettaching herewith 8 schedule of properly which

according to the pest of our information and knowledge are
owned elther by the broking firm, thelir direclors and associale
concerns, with the requesl to attach sald proporties 10
safequard the interest of Investors who have been chented
duped and conned by the pbroket by entering inte criminal

coneplracy.
Wae, theretore, request you (o kindly do the neadful and oblige.
Thanking you.

yours faithfully,
For: Tho Gandevl Poople's Co-operotive Bank Ltd.

The Gandeyi renge’s ' 577 Bazk 'id,

Fee
" 9 LT Gesbarmandger < mati)
Authorized Slgnatory

1,\(‘\0:7 Cremead mnv gt
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01/05/2002

orosmeo:  URGENT

Stock Exchonge Division,
Securities & Exchange Board of Indle
Mittal Court, Noriman Paint,

Mumbal

Sub:* Complaint against Home Trade Ltd.
Share & Stock Broker — Member NSE

Dear Sir,

Flease find enclosed copy of complaint submilled by us on bahaolr
of our cllent Gandov! Pooplo's Co-oporative Bank Ltd., Standerdton
House, Gandevi — 396 3860, Dist Navsarl, Gujarat with the Investor
Service Cell of NSE for taking Immediate action against the broker

M/s. Home Trade Limited,

Kindly consider the complaint and tske necessary steps after
zaeing the seriousness of the matter and the amount Involved.

Thanking you,

Yours falthfully,
For: Dooar Investor's Grlevance Services Ltd.

XX,

Kamal Agrawal
Diroctor
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iINVESTOR S
GRIEV ANCE
SERVICES LTD.

30/04/2002

The Manager

Investor Service Call

Natlonal Stock Exchange of India Ltd
Bandra Kurla Comple&t,

Bandra (E), Mumbal — 400 051

Sub: Complalnt against Home Trade Ltd.
Share & Stock Broker — Member NSE

Dear Sir, '

We are Inveslor's grievance service company retained by Garngevi
People's Co-operative Bank Ltd., Standerdton House, Gandevi -

. 396 360, Dist Navsarl, Gujarat. Accoiding to the information and
explanation given by our client we are submitting this compiaint
against M/s. Home Trade Ltd., Share and Stock Broker. memter of
The Nallonal Stock Exchange of Indla Lid. (hereinafter raferred to
as “NSE) for thelr lallure to honor obligations arising from the
conltracl issued by the broker member In the name of our clien: and
requesting you to kindly consider the seriousness of the malier and
the amoun!t Involved -and lake immediale aclion against the broker
to safeguard the interest of our client as well as interest of se .aral
depositors of our client bank.

" Facts of the case:

A Our client Is a Co-op Bank Incorporaled under The Geiarat
State Co-operalive Socielles Acl, 1961 and unde- the
authorization of the Reserve Bank of India (hereir after
referred to as “RBI®) carrying thelr business of hi=king
activities ot Gandevl and nearby arecas Iin Dist Mas sari,
Gujarat,

~2: Our client in compliance with the provislons of the Banking
Regulations Act, 1849 pertalning to Investment upto 25%
of the Nel Time & Demand Liabilities into goverr menl
securitles, decided lo Invest lhe amount within the limit
approved by the RBI as statutory liquidity amount.

3. The broker made presentation o our client through thelr
director Mr. Ketan Sheth, Mr. Sanjay Agarwal, Mr, N. S,
Trived) and Mr. Subodh Bhandarl and stated that they are
the members of NSE and therefore requested to ex=cule
transactions for purchase of government securities
through them.

®®C e OC0C0O0O0O0

1

(= o CAKMI MDUSEE . STH FLODN,
; seed OP 17774, KALEALL VI NOAD
1 ceive — e .
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( ~* * * &’V oo L0 AR DAD0INY. Tl
0 ‘I\N Cé\ Q( *® FAX _ _01.033.010n/00

E-mall_: doame O vinl.com
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Our client theranfter purchased certain governmeanl
cecurities through the broker wherein the broker had
\spued conlract nates in the manner
prescrined under

and procedure
the Byolaws of the Exchoange

Our client in order to complete
arising from the contract not

thalr part
to the contract va

ot obligation
o5 issued cheque aequivalent
tue and same has been en-cashed.
oOur client theraefore
deliveries of nec

became entitled
for which they

urities covered undeal
made full paymon
and recelved dellveries of securllins
contract note a

nd hence completed the
and betlween both the parties.

for rfeceaiving
tha contract notas

iransoctions by

oOur client states (that thereafter that they have decided to
dispose off sacurities purchased earlier and theretfore
instructed the broker to sell securitles as specified a8t thal
time and the broker has oxecuted sales transactions and
issued -contract notles. Our ciient thereafter delivered
security for the transactions executed and complected their
art of responsibility. Our client du

purchased certain securities either against cash payment
or against sale value of securilies.

Our client states that finally in the month of February 2092
delivary of 7.50% GO\ 2010, face value Rs. 2.75.00.000!-
were lying with the broker agninat the purchase orders for
which paymenls were seltled as per para 5. .

Our client therefore de

clded to dispose
and the broker

off sald securilies
exacuted the transsctiona and issued
contracl note as delalled below.

i Sr. ‘Scrip Hamo ‘ Cont. Face Value \ Total

No. No. Conslderation
| = | 7.50% GO\ 2010 | 7435 | 2.75 00.000.00[ '!.8!.70‘082.50

{ 1 | | _Total Racolvable | 2.0“.19,062.!0
Copy of above contracl note Is enclosed herewith @as
Exhiblt A.

Ta Qur cllent \hereafter during the same selllement instructled
the braker 10 purchase securitias as specified below and
the broker executed the iransaclions and issued contracl
note.

!
42 7
.
A
e
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thereafter purchased certan governmenl

through the broker wherein the broker had

issued contract notes in the manner and procedure

prescribed under the

Our client in order

arising trom
to the conira

QOur client

dellveries of s

for which th

Byelaws of the Exchange.,

to complete their part of obligation

tive contract! notes jssuecd cheque equlvalent

ct va

tue and same has been un-cashed,

therefore became entitled  for receiving

ecuritles covered undel the conlracl notes

cy made full payment by a/c. payce cheque

and received deliveries of
e and hence completed the iransactlions by
and betlween both the parties.

contract not

Our client states thal th

dispose off

Instructed the
time and the

securities covared under

ercalter that they have decided (O

securities purchased ecarlier and therefore

issued -contract noles. Qur
the transactlions executed and completed their

security for

part of responsibility.

purchased certain sccurltics

or against sale volue of sec

Our client states thal tin

delivery of 7.50% GOl 2010,
wore lying with tha broker ngninst the purchase orders for

which paym

ents were seltled

Our client therefore declded

and the brok
contract nole as

broker to sell securities as specifiod at that
broker has exccuted sales transactions and

client thereafter delivered

Our client during the period also

olther against cash payment

urities.

ally in the month of February 2092

face value Rs3. 2,75.,00,000/-
as per para 9.

to dispose off said securities

er execuled the transactlons and isaued
delnlled below.

Sr.

No.

Scrip Name

cont.
No.

Faca Value Total J
n

Conslderatio

7.50% GOI 2010 7435

2.75,00,000.00 2,86,79,062 50

Total Rocelvable 2,06,79,062.50

Copy of above contract note Is enclosed herewlith 83

Exhlibit A.

Qur client theroaftor d

the broker
the broker
nole.

uring the same setilement! instructed

to purchase securitins as specified betow and
execculed the {tansaclions and Issued contract
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Scrip Name Cont. Face Valuo Total
No. Cansldamtion

B.07% GOI 2017 7437 2,75,00,000.00 2,90.10,162.50

Total Recclvablao 2,90,10,162.50

10.

Copy of above contract note Is enclosed herewith as
Exhibit B.

Our client submits that according to the transactions as
specified under psra 8 & 7 sbove our client were entitied
to recelve deliveries of securities purchased In exchange’
of difference payment of Rs. 3,31,100/- (l.e purchase
value — sell value)., Since the broker has not deliverad
securitles and therefore our clienl has not made difference
payment of Rs. 3,31,100/-.

Our client submit that after lot of telephonic follow-up,
they reallzed that the broker [s nol sending deliveries of
securllies for which full payment was made, the officers of
our cllent bank visited the office of the broker and found
that all the directors and senlor officers of the broking firm
are absconding.

In order lo safeguard their interest, they decided to submit
the present compluint with the exchange for necessary
action against the broker.

We, therefore, request you to kindly look Into the seriousness of the
mattar and the amount involved and 1ake necessary actlon against
the defauller broker Immedialely. In case if you nced any additional
information / document, kindly contact undersigned on 2400333,

2318051

or mail your quarries al deear@vsnl.com, to enable us to

comply your addltional requirement,

Thanking you,

Yours falthfully, 3
For: Deesar Investor's Grlevance Services Ltd.

o e

Director

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS
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The Manzgef

Stock Exchange Division,
ange Board of India

n Point, Mumbai

securities & Exch
Mittal Court, Narima
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THE GANDEVI PEOPLE’S CO-OP.BANK LLTD. '

GANDEVI-396 360.

c

5

DATE TOTAIL DEPOSIT S.L.R. INVESTMENT
01/04/1999 13,13,84,045.21 GOVT.SECURITY 25,55,750.00

TO DIST.CO-OP.BANK 3,71,94,294.00
31/03/2000 G.5.C.BANK LTD. 3,20,000.00
01/04/2000 15,11,96,667.94 GOVT.SECURITY 1,97,50,000.00

TO DIST.CO-OP.BANK 2,64,55,662.00
31/03/2001 G.S.C.BANK LTD. 3.20,000.00
01/04/2001 13,58,50,812.30 GOVT.SECURITY  2,77,06,250.00

TO DIST.CO-OP.BANK 1,10,97,858.00
31/03/2002

G S.C.BANK LTD. 3,20.000.00

For, The Gandevi People’s Co-Op.Bank Ltd.

e
LC.General Manager

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS
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SCHEDULE- |

Showling addresses of broking firm,

tha name and address of directors and offlcers, who were Incharge

for the operation of lho company.

“

thelr assoclale concerns and

Sr. No. | Nomo and addross

Telo No.

1. Home Trade Ltd.
. | Sharo and Stock Broker

Membor of The National Stock

Exchange of India Ltd.

Tower No. 3, 5 Floor,

International Inlotoch Park,

Vashl, Navi'Muinbal — 400 703

70124444, 7012550

2. Home Trade Ltd.
Mittal Court, A Wing,
143, 14' Floor,.
Nariman-Point,
Mumbal — 400 021

. 2B46114,

3. Home Trade Lid.

708,.Rahoja Cantre,

214. Freo Pross Journ-l Marg,
Mumbal —- 400 02

4, Ways India Lid N
Tower No. 3, 5'" Floor,
Inlnmntlonnl Infotech Park,

Vashl, Navi Mumbal — 400 703

78124444, 7812550

103, Liberty. Apartmaent,
GO-A. Saro]inl Road,
Behind McDonald,

5. Gllladoo Maonogomont Services Ltd. 6194712

Vile Parle (West), Mumbal — 400 056

S. Glitodgo lnvostmonl B8anking
1034, Liberly Ap-rlm-nt.

SO-A Sarojinl Road,

Behind McDonald,

Vile Parle (Woun. Murnbnl - 400 058

Sorvlces 6184712

7. Giltedgo FForex Ltd,
103, Liberly Apariment,
80- A. Saro]inl Rosad,
Behind McDonald,”

Vilo Parle {Waest), Mumbal — 400 055

8184712

. 8, - Gll\ad?e Equiderivatives Ltd.
103, Liborty Apariment,

80-A, Sarojinl Road,

Bohlnd McDonslid,

Vila Parle (Wesl), Mumbal — 400 056

. 6194712

8. ‘Glltedge Credit Gapltal Ltd.
103, Liberly Aparimant,
80-A, Saro)ini Road,

Behind McDonald,

Vile Parle (West), Mumbal — 400 0ss

6184712

10. Ketan Sheth & Co.

103, Liborty Aparitment,
80-A, Sorojini Road,
Behlnd McDonald,

And ===

Puno — 41/1 00

And / i
i

Vile Parle (Weasl), Mumbal — 400 056

124-A, Sohldb'Hnll.,l"l SaSsoon Road, | 020-601607 7/ G0O3962

8184712

Fax: 020-8114205

033-4133098
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138/2A, Sarat Bose Road,
Post Office Lansdowne,
Kolkatta ~ 700 028

And

S8, Uliliy Conltre,

2™ Floor, Saranpur Road,
Opp Rajlv Gandni Bhawan,
Nasik City, Pin - 422 002

And
801, Siddhi Ratna Bidg,

Cpp. Panchvati Press,
Elllsbridge, Ahmodabad — 380 006

Fax: 033.4748216 |

0253-317078-79

0796-561054

1. Euro Oiscover Tochnology Ventures Ltd. (230) 2128150,
5, Dukd of Edinburgh Avenue, 2128B077-79 Fax:
P, O. Box. 827, (230) 2127375
Port Louls, Mauritius

12. Euro Disctaver Tuchnology Ventures Lig. 7812441-44 Fax:
Tower 3, 5' Floor, 7812548

Rallway Statlon Complex,
Navi Mumbal — 4CO 705 .

13, Euro Offshore Invosimanis Ltd
14, Dalhousio Socuritios Pvi, Lid.
15 Euro Alllog Lid.

Name and address of the Directors,

Promoters and Officers:

Sr. No. [Name and nddraess

Telo No.

1. Mr. Sanjay Agarwal, Dirocior
‘Slo, Harirum Agarwal
Juhu Shalimcr CHS Ltd.

Juhu, Mumbal — 400 040

7™ Floor, Guimohar Cross Road No. 10,

2. MK‘ Senjoy Agarwal, Direclor
o' Floor, Kussum Apartment,

Sector No. 17, Vashi,

Navi Mumbal

7887172

3. Mr. Ketan Shoth, Diraector

S/o. Kantilal Sheth

193, Lalit Kutir CHS, 3' Fioor,
Guimohar Cross Rosd No. 9,
JVPD, Mumbal — 400 048

6194712-19
Moblie: 98211 42821
. 08211 42823

4. Mrs. Jagrull Shelh

819471299

W/o. Kelan Shoth Moblle: 98213
193, Lalit Kutir CHS, 3" Floor, 30822
s Gulmohar Cross Road No, 9,
JVPO, Mumbai — 400 049 ! . 3
5, Mr. Nandklshore s. Trived!, Birscier * Moblla: " "sB210
S/0. Shankarlal V, Trived] 30148
Dev Bhuvan, 2" Floor,
R No. 32, Gazader Street,
Chira Bazar, Mumbal — 400 002
6. Mr. Nandkishaore S, Trivedi, Diractor 6254041

Pushpam Apartmont, 3A, 3'¢ Floor,
Khandubal Desai Road,
Vile Parle (West), Mumbal — 400 ose

7. Mr. Hiten B Shah, Direclor
Sl/o. Bhopondra 8. Shah +

102 Gendh! Niwas, Ashok Nagar Road,
Vakola, Sanincruz Mumbal — 400 055

a8, Mrs. Shilpa H, Shah, Direclor
W/a. Hiten B Shah

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS
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102 Gandhl Niwas, Ashok Nagar Road,
Vakela, Sanlecruz, Mumbal ~ 400 055

Mr. Kanan Mawawala

Manager, Home Trade Ltd.
Jayant Mahal, 5" Floor,

Opp. Wankhede Statium, -
Marine Drive, Mumbai - i

(O): 7909427 (R)
2819290  Mobila:
98200 86818

10.

Bina Sanghvi °

Officor,

Kelan Sheth & Go.

103, Liberty Apartment,

80-A, Sarojinl Road,

Behind McDonald, .

Vile Parle (Weast), Mumbal — 400 056

8194712 Moblile:
98211 42821 , 98211
42823

11.

Mt. Ketan Maskarin
Qfficar, Home Trado Ltd.

12,

Mr. Subodh Bhandari

Execullve Managing Direclor, Home
Trade Lid, ' v
Flat No. 703 - B, Govind Complex,
Sector ~ 14, Vashl, Turbhe,

Navl Mumbal — 400 705

7807433 Mabile:
98210 30143

13.

Mr. Hiren Gada
Sr. Vice Prasident, Home Trade Ltd.

14,

Mr. Atul Shah
Sr. Ofticer, Glitadae Mng Services Lid.

15.

Ms. Vichita .
Officer

Giltedge Mng Servicoes Ltd.

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS
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SCHEDULE.

<. KQGLt

11

Detalis of the bank account and other

broker and Hs directorg

Namo and addresy
HOFC Bank Lig,
Tulsiani Chumbcrs: '
Nariman Point,
Mumbai

HDFC Bank Lig

169, Ramon Houso,
Backbay Reclumanon,
Mumbal — 400 020
ICICI Bank Ltd.
Nariman Point,
Mumbaij

UTI Bank Lig.
Universal Insurance Bidg,
Ground Floor, Sir p. . Road,

F°": Mumbai

+ Promotars and ag

Properties owned by the
soclate companies,

Janata Sahakar| bank Lid;
Bolawala Bldg,

Alkesh Dinesh Mody Marg,
Fort, Mumbaij <Ry
Indasing Dank i1q

Hoochst House,
Nariman Point,
Mumbaj

Bank of indig
Stock Exchange Branch
umbal

Capital Market Brach
Fort, Mumbal
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The Gandevi People’s Co-operative Bank Ltd., Gandevi

Dispatch No.: [Not specified]

Certified True Copy of Resolution No. 5(15) Passed in the Board of
Directors’ Meeting Held on 28-10-99

Resolution No. 5(15)

Subject: Investing surplus funds in appropriate avenues due to lower

lending compared to deposits, resulting in excess funds held by the bank

The bank’s lending is lower than its deposits, leading to surplus funds
remaining with the bank or invested in other banks at low interest rates.

Currently, Government Securities bonds have been issued, including
11.99% Government of India 2009 bonds. After discussion and deliberation, it
is resolved to invest Rs. 80 lakh in these bonds. Furthermore, the investment in
these bonds will be counted towards the Statutory Liquidity Ratio (SLR).
Additionally, it is resolved to grant full authority to the Chairman, Vice-
Chairman, and Secretary to carry out the investment in the aforementioned
bonds.

True Copy from Original

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS
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The Gandevi People’s Co-operative Bank Ltd., Gandevi
Dispatch No.: [Not specified]
Certified True Copy of Resolution No. 9(14) Passed in the Board of
Directors’ Meeting Held on 27-12-2000
Resolution No. 8(14)

Subject: Granting authority to sign, purchase, sell, pledge, or otherwise deal
with government securities, trustee securities, and other securities on behalf of

The Gandevi People’s Co-operative Bank Ltd.. Gandevi

It is hereby resolved that, in accordance with By-Law 35(23) of The
Gandevi People’s Co-operative Bank Ltd., Gandevi, authority is granted to the
following persons to jointly sign, purchase, sell, pledge, exchange, or otherwise
deal with government securities, trustee’ securities, and other securities on
behalf of the bank: the Chairman, Vice-Chairman, Secretary, Director, General
Manager, Accountant, or Officer from among the members of the Board of
Directors.

Resolved that, in éubersessiqn of all previous resolutions, it is hereby
resolved that anyone from the following persons is authorized:

Sr. No. Name of Person Designation
1 Akshaybhai R. Desai Chairman
Mukeshbhai B. Maheta Vice-Chairman

Rajeshbhai G. Vaidya Secretary

E N S B S

Navinbhai M. Gandhi Director
True Copy from Original

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS
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The Gandevi People’s Co-operative Bank Ltd., Gandevi
Dispatch No.: [Not specified]
Certified True Copy of Resolution No. 10(6) Passed in the Board of

Directors’ Meeting Held on 20-10-01

Resolution No. 10(K)

Subject: Granting authority to sign, purchase, sell, pledge, or
otherwise deal with government securities, trustee
securities, and other approved securities in accordance with

the regulations of the Reserve Bank of India

It is hereby resolved that, in accordance with the regulations of the Reserve
Bank of India, authority is granted to the following persons to jointly sign,
purchase, sell, pledge, or otherwise deal with government securities, trustee
securities, and other approved securities on behalf of the bank: the Chairman,
Vice-Chairman, Secretary, Director, General Manager, Accountant, or Officer

from among the members of the Board of Directors.

Furthermore, it is resolved to grant joint authority to two individuals—anyone
from among the Chairman, Vice-Chairman, Secretary, or Director, and any one
from among the General Manager, Accountant, or Officer—for ihe following

activities:

Endorsing loans and board collaterals.

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS
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Purchasing, selling, or exchanging shares of joint stock companies and other
securities.

Signing and affixing seals on behalf of the bank for transactions involving
government securities, trustee securities, and other approved securities,

including bonds, as per the Reserve Bank of India’s requirements.

True Copy from Original
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'\ Lo
. ) THE GANDEVI PEOPLE'S CO-OP BANK LTD. @
STANDERTON HOUSE,

GANDEV]
DIST.NAVSARI.

LIST OF BOARD OF DIRECTORES

1. AKSHAYBHAIR.DESALPRESIDENT
DEIAU COMPOUND,
GANDEVL DISTHAVIARL
2 MUKESHBHAI B.MEHTA- VICE PRESIDENT
THAKTI COMPLEX, COLLEGE HOAD,
BILIMORA DIST NAVIARD
3. KISHORBHAj T.PATEL -SECRETORY
PARSI JTREET,
CGANDEVI DIST.HAV3AR]
4. JASMINBHAIJDESAIY °
M.G ROAD,
BILIDAORA DIST NAVSAR]
5. RAJESHBHAI G.VAIDYAN
TANK PALIYA,
GANDEVLDISTHAVSARI
6. JAYDEVBHAI M.DER 4 -
HORMAZAD BAUG,GOHAR BAUG,
BILDMORA DISTNAVSARI
7. SURESHBHAI P.NEMANI *
BEHIND NISCHAY TOWER,
GOHAR BAUG,
BILIMORA DIST.NAVSARL
8. NAGINBHAI ARANA
ATAPO:AMLASAD
— DIST.NAVSARL
/» CR PO 9. GULABBIAI B.PATEL*
A BHAT STREET,
g ’ 4 CGANDEVLDISTINAVIARL
( f & : 10. GULAMNABI J.SHAIKH
&y S KADIYAWAD,
b AT GANDEVLDIST.NAVSARL
3¢ 11. NAVINCHANDRA M.GANDHI |
ol . HAVELI STREET,
<\ i GANDEVLDIST.NAVSARL
|\ - 12. MANHARLAL D.SHAH}
Nt o DAVE STREET,
N < s T S GANDEVLDIST.NAVSART
LT R 13. GOPALBHAI M.GOHIL!
S NEAR REST HOUSE,
GANDMDIST.N’AVSARI
14. HASMUKHBHAY M.DESAT - GEN.MANAGER DT.30/11/2801
DESAI STREET.TALODH,
EILIMORA DIST MAVIARI
15. CHAMPAKBHAI R.MALI - INCHARGE GEN.MANAGER ON #1/12/2001
| UGMAX STREET,
{ GANDEVLDIST.NAVSARI

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS
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§ Y URGAN BANKS DEPARTWENT
) uwmmm,um.l.mwmm
: rfvrraTelephon | 55- 154, S108, A7, 704, TEOHAS, 6000
‘m ﬂ,‘yﬁ 56 anfar e e .
RESERVE BANK OF WDIA £mall, idahmeddshadorl ol oL |
Ref UBD(AH)No.Insp/ 712.04.33812001-02 "
Confidential/By Peed Post wit I‘:"
The Chief Executive Officer

The Gandevi Peoples’ Co-aperative Bank Ld,
Gandevi, Navsan Dist. S Gujarat

Dear Sir,

Inspection under Section 35 of the B. R. Act, 1949 (AACS) ~
ual Financial tion - Position h 20

.-

The Statutory inspection of your bank under Section 35 of the Banking Regulation Ace 1949
was carred out with reference 10 its position as on 31 March 2002. A copy of the inspection
report dated 2.-C .1~ is forwarded herewith in terms of sub-section (1) of Section 33 of the
$2id Act. A summary of important features observed on the working of the bank is g=enin
the Annexure.

. 2. We advise that the inspection report and your comments alongwith this letter mmay be
o, N placed before the Boacd of Directors of your bank and the action taken to rectify the fa=tures
(., %, observed in the bank's working may be intimated to us within six weeks from the Sate of
TN receipt of this letter, as per enclosed format. A copy of the compliance may also be formarded
\, 10 the Repi of Co-operative Sacicti Gandhinagar and the General Manager, Gujarat
\ A ‘\ State Co-operative Bank Limited, Relief Road, Ahmedabad-380001.
|
1

il 3. Based on the findings of the present inspection your bank has been classified as “Tveak”.

:) 4 / A separaie communication will following in this regard.

<X g * . . ‘
o / 4. We also advise that you may alongwith the Chairman and one or two Directors of the

- "_‘...:?J\/ pank call on our General Managet/Officer-in-Charge of this Office by obtaininz prior

AL appointment within 30 days of receipt of this letter for a discussion on the finding= of the

-y

inspection. ;
5. Please acknowledge receipt.

Yours faithfully,
¥ '/ T
¥4 i

(A Udgat)
General Manager
|
24
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ANNEXURE
Inspection under Section 35 of the Banking Regulation Act, 1949 (AACS) -
andevi Peoples' rative Bank Ltd. evi, Navsari Di
Su of Important Featur
1. Net Worth.

The bank's paid up capital at book value amounted to Rs.58.71 lakh, as on 31 March 2002,
the date of present inspection, tegistcring an increase of Rs.15.48 lakh (35.8%) since the date
of last inspection. The net worth of the bank has been assessed by the Inspecting Officer at
Rs.(-) 263.23 lakh after making the requisite adjustments as detailed in the Inspection Report.

With the resl or exchangeable value at Rs.(-) 26323 lakh, the bank is not having adequate
assels to meet its liabilities and thus docs not comply with the provision of Section 22(3)(a)
of the Banking Regulation Act, 1949 (AACS). Further, the bank does not comply with the
requirements of minimum capitsl prescribed in terms of the provisions of Section 11(1) of the

Act, ibid.

3n S

2.1 The bank has reported its gross NPAs at Rs.116.07 lakh which formed 12.5% of the
total advances of the bank at Rs.928.51 lakh. The net NPAs of the bank as assessed by the
Inspecting Officer at Rs.90.39 lakh (10.0%). The bank had held a provision of Rs.25.68 lakh
in Bad and Doubtful Debt Reserve as against the actual requirement of Rs.63.91 lakh.

2.2 Credit Management

The credit appraisal followed by the bank was deficient in cenain respects. The bank
sanctioned term loan for working cepital purposes. The actual amount of working capital
requited was ot arrived:at by critically examining the financial statcments submitted by the
bormowers. Bank was not agriving at the drawing power limit based on the monthly stock
position and book debts. The book debts statement were sccepted at its face value. Operation
in unrenewed cash credits were allowed even upto one year. .« ¢

3. Investments

The bank had entered into transactions in Govt cecurities with M/s Home Trade Ltd.
violating various instructions issucd by RBI in this regard. The bank had incurred a huge loss
of Rs.277.06 lakh due to non-adherence of instructions issued by RBI and duc to managerial

lapses.

4. Management

32

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



Page 184 of 626

The management of bank was vested in an elected Board of Directors consisting of 13
members. The Board functioned cohesively. Board had not prepared investment palicy for
Jjudicious use of surplus funds. It had alsn prepared prudential maximum exposure limit for
individual/group of borrowers although the limit waz exceeded in few cases The Board had
not reviewed NPAs, weaker section advances.

S._Eaming Anajysiz

"The eamings of the bank déteriorated for the year ended 31.3.2002 as compared to the
previous year. This was mainly duc to the imregularitizs observed in the investment of Gowvt
securities which had 1o be eroded. The fraud committed by Daily Collection Agent of Rz 1.58
lakh had also ta be taken for crosion. The net loss az reported by the bank amounted to

Rs2.02 lakh for the year ended 3132002 After making adjustment far shontfall in
provisions the net loss was assessed by Inspecting Officer at R$.395.82 fakh

< :
H cme: 1quid

* The deposits amounting Jo R5.75.28 lakh mawring within 6 months are considered a2 more
volatile. The term depasits constituted 81.6%% of the total deposits as on the date of present
inspection as compared (0 §2.9% as on the date of last inspection. Out of the term deposits
71.2% were at 2 cost of 10% and above per annum, C.D. ratio was 68.3%. The bank had not
defaulted in maintenance of required CRR. The bank had defaulted in maintenance of SLR
on 428 occasions during the period covered by the present inspection,

and tr

The intemal control system followed by the bank suffered from certain deficiencies. It has
not introduced certain important registers like market price register, D.P. Register etc, Bank
has not introduced internal audithnspection. Tt has also not introduced certain important
control retums from the branches,

1 vigilance an ccountabiljt

The bank had not reported to RBI in prescribed form the fraud commitied by the Daily
Deposit Agent (o a tune af Rs.1.58 lakh. The bank had also not reported the shortfall of
Rs.20,000/- in cash balance of Billimora branch due to detection of forged notes which were
impounded by SBI.
_"_c—-—\ \\_. -~
2 ROPOL -
W
& :

33
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RB1JUBD | Remir.Ses |
‘To, '
The General Manager, ) -
Urban Banks Department.
Reserve Bank of India,
ot Le Gajjar Chembers,
{ Ashram Road, )
Ahmedabad. -
= Dear Sir,
Compliance of the Reserve Bank of Indis
Inspection Report Dated_ 22, 6.¢2_
Conducted under sectior: 35 of the Banking
Regulstion Act, 1948 (AACS)
Approved ‘by the Board of Directors an
Item Defecis/Suggestions Bank's Space for RBI use
No. - Compliance
.:' & =3 /‘ ~ -
_[‘*‘ e o oF RS
oy oA
B e o R A R o e e e
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(D13
Reserve Bank of India

URBAN BANKS DEPARTMENT
AHMEDABAD REGIONAL OFFICE
LA-GAJJAR CHAMBERS
ASHRAM ROAD
AHMEDABAD-380 009.

CONFIDBNTIAL «

INSPECTION REPORY ON THE ’ ’
Z Y

~ 2z A ;\ .\ X o~ o~
Ny STUTRAT WY, Ay oraey o SUTHNY

‘\)‘{\ N GAGF 7 s

GUJARAT STATE

Encls 1-

AHMEDABAD
DATED

ST

t§.& ) -
N ‘q-“’ar\,; WA
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()  Ceedit Management

'he bank has not framed a set of loan rules duly approved by the Registrar of Co-operative

Societies. The credit appraisal was deficient i many respects. There was no pre-sanction
inspection of borrowers' units. Post sanction_supervision was lacking. Overdrawals were
allowed in excess of the drawing power limivsanctioned limit in a fgw cases.

<
(ii) enls .
The bank hiad not framed auy Investment Policy for the judicious deployment of its suiplus
funds as tequired in terms of RBI Circular UBD.No.Plan.13/ UB.81/92-93 dated 15
Scptember 1992, The bank had invested in Govt. securinies to a wne of Rs.277.06 lakh
through Home¢ Trade for which no delivery was received by the bank. This was in
conrravention of guidelines issued by RBI vide Cir.No.UBD.No.Plan.13/UB.1/92-93 dated
15 September 1992.

(iit) anagement

The Board of Directors did not give adequate atlention  certain imporant areas in the
working of the bank like periodical review of big borrowal accounts, investment in
Government Securities, non performing assets, recovery of overdues, Priority Sector/Weaker
Section advances, branch performance etc. On account of its securities transactions with M/s
Home Trade Ltd., the bank is likely to suffer a huge loss of Rs.277.06 lakh. This indicates
lack of supervision and thus Board's functioning is considered highly unsatisfactory.

(iv) Eami nal

The eamings of the bank deteriorated in the year 2001-02. The operating loss during 2001-

. 2002 was Rs.2.02 lakh as compared to the profit of Rs.1.35 lakh in the previous year. The net
| loss of the bank did not reflect true picture as the bank has not adequately provided for loan

losses, erosion in other assets liabilities likely to devolve on the bank. The shortfall in
provision amounted 10 Rs.393.80 lakh as on the date of inspaction.

v) -Performin

The bank did not stricily follow RBI guidelines regarding Income Recognition, Assat
Classification and provisioning as it was capitalising interest on NPA accounts. The net
NPAs as on 31 March 2002 worked out to 10% of its net advances as on that date.

(vi) Funds Management & Liquidi

The fixed deposits constituted 81.6% of the 1otal deposits and out of the fixed deposits nearly
71.1% were at a cost of above 10%. The credit deposit ratio rose to 68.3% as on 31 March
2002 from 33.3% as on the date of previous inspection. The bank has not obtained anv Govt.
securities either in physical or SGL form (rom Home Trade Lid. in respect of transaclions
made through it. [t was observed that the bank had defaulted on 428 occasions in maintaining
SLR during the period covered by the present inspection.

/ : 2
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The CRR maintained was in excess of the optimum level of 6% on a few vecasions and the
‘excess ranged from a high of Rs.61 45 lakh on 23 June 2001 t0 a low of Rs,5.65 Iakh on 14

4 September 2001.
(vii) Capital Adequacy
CRAR of the bank was assessed 23 negative at () 21.3% as en 31 Merch 2002.
(viii) Systems and Control

The internal control system suffered from severa! daficiermcies. It did not introduce certain
important control retume from the branches. Periodical reviews/information were not placed
before the Top Management. e

(ix)  Priority sector/weaker section advances

The bank had achicved the targets fixed foredvances to the priority sectoriweaker section.

(x)  Net worth/erosion

The real or exchangeable value of the Paid-up Capital and Reserves of the bank as on 31
March 2002 was assessed as negative at () Rs.263.23 lakh.

3. Assessment of Net-worth .
3.1 Paid-up Share Capita] .

The Paid-up Share Capital (at book value) stood at Rs.58.71 lakh on the date of the present
inspection i.e. 31 March 2002, posting an increase of Rs.15.%8 lakh (35.8%), since the date of
the last inspection, The increase in book equity resulted from the following changes:

(Rs. in lakh)
(i) | Paid-up Share Capital (31 March 4223
2000) Last inspection

i) | Deduct: Repayment/Adjustment 0.57

(iii) | Add: Addition to Share Capital 17.05
(iv) | Paid up Share Capital (31 March 58.71

2002) Present Inspection

The owned funds of the bank as on the date of the presemt inspection ( 31 March 2002 )
amounted to  Rs.123.85 lakh which constituted 13.3% of the total loans and advances
outstanding as on that date.

The bank's ordinary ‘membership increased from 13143 a5 on 31 March 2000 (last
inspection) to 13913 as on 31 March 2002 (present imepection), whereas the nominal
membership decreased from 62 (o 25 during the same pened. The nominal membership
canstituted 0.2% of the regular membership and did not exezed the ceiling of 20% prescribed
in RBI Circular LIBD.No Plan $/U8 8179192 dated § February 1992,
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3
Despite the observations in the previous inspection report, all the stafT membars continued to
be the sharcholders of the bank in contravention of bye-law No.9(b)(iv) of Model Bye-laws.
The bank should take immediate measures lo rectify the position.

"
The bank had incurred an expenditure of Rs.9.00 lakh towards Golden Jubilee Celebrations
for which no permission was obtained from the Registrar of Co-operative Societies. The bank
should now obtain post-facto approval for the expenditure and regularise the same.
32 inati st¥ide Liabiliti % ¢
Certain labilities which have an impuct on net worlh assessinent not bionght on books were
noticed and provisions were required for such liabilities 8s explained in Annexure V.

3.::1 5. Wi

The real value of Paid-up Share Capital and Reserves of the bank (Net Worth) as on 31
March 2002 has been assessed at Rs,(-) 263.23 lakh ic. Rs.393.80 lakh less than the book
value. The divergence between book value and assessed value is analysed in Annexute VI.
There has been a decrease of Rs.359.33 lakh in the real or exchangeable value of Paid up
Capital and Reserves, since the date of the last inspection, when it was placed at Rs.125.17
lakh. :

With the realisable value of the assets being negative at Rs.} ‘q“éﬁ Jakh, the bank is not
considered to have adequalte 2ssets to meel its liabilities as required under Section 22(3)(a) of
the B.R. Act, 1949 (AACS). Further the bank does not comply with the requirements of
minimum Capital prescribed in terms of provisions of Section 11(1) of the B.R Act, 1949

(AACS).

The owned funds are totally wiped out and the deposits have also eroded to the extent of
Rs.234.16 lakh. .

34 (Capinl Adcquacy

The bank reported capital to risk weighted assets ratio (CRAR) of 10.6 and core CRAR of
10.6 as on the date of the inspection, The Inspecting Officer has analysed the bank's CRAR at

(-) 21.3% and Core CRAR at (-) 21.3% as under: .
Tier-I Capital as reported by the bank .

: (Rs. in lakh)
Paid up Share capital 58.71
Statutory Reserves 39.14
Capital Rescrves =
Other disclosed free raserves 34.74
| Plus: Surplus in P&L A/c -
Less: Accumulated losses -
Less: Intangible Assets 2.02
Total 130.57
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Adjustments following Inspection Findings

| Ltess: Additional loan provisions required. 36.43
| Lese: Additional investment (depreeuation). 277.06
Lezs: Provisions required for losses in other assews 15.73
Less: Addinonal provisions required for any other habilitics, e.g_ Tax, 63.01
Gratuity, Pensiun, Banus ete )
Less Intangibles
Less: Provisions required for any other tems as arscesed by the 1.57
Inspecting Officer
Tizr 1 Capital after adjustments following 1neoecnon findinps (-) 26323
Tier-1l  Capital g reported by the b ‘
Undisclosed rexarves. -
Revaluation reserves &
General Provisions & loss reaerves. 5
Hybrid debt capital instruments subordinated czbrs. R
Total ., 3
Tier- I Qﬂ&l&sﬂﬂm:skm_gmmmww
| Capital actvally reckoned after corrections, if anv, 23 assessed byLO. | (-)263.23]
| capil ds (Tier 1 +
As reported by the bank 130.57
As assessed by the [ O. (-)263.23
Risk weighted Assets
As reportad by the bank 1237.37
Corrcctionshdjustmcnn. if any, including the addition of "notional -
risk assets towards open forcign exchange postion as assessed by the :
Inspecting Officer. 1
25 reported by bank | As assessed by [.O.
Tier I - Capital funds or Core Capital 1o 10.6 (-)21.3%
risk weighted assets ratio (Core CRAR)
Total capital funds to rick weighted assels 10.6 (-)21.3%
ratio (CRAR) et I
TP,

4 Assct Managemeny ' STy .'“‘:\

4.1 Funds Management and Liquidity

File 2 of 2 of CC No. 2778 0f 2004 Gandevi PS
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/ e )
(2

002 amounted 0 Rs.1618.38

c bank as on 31 March 2
of the wotking funds.

4.1.1 The towal working resources of th
358.51 lakh forming 83.9%

o, of which Deposits constituted Rs.1
ion of the bank’s deposits as on the last inspection i.c. 31 Ma
ni.c. 31 March 2002 is mentioned below:

(Rs. in lakh)

rch 2000 and

7, comparative posit

the present inspectiol
Last Inspection Present Inspection
( 31 March 2000) ( 31 March 2002)
Amount % to total Amount % to Total
deposils deposits
1) Fixed Deposils 1089.06 2.9 1108.96 1.6
2) Savings Deposits 187.38 14.8 214.55
3) Current Deposils 37.40 2.8 35.00
Total ¢ 1313.84 100.0 1358.51

The deposits grew by 2.6% dunng the period covered by the present inspgction. 68.3% of the
in the disbursement of loans & advances.

deposit resources has been deployed

412 wmﬂﬂmﬂmm

The maturity profile of deposits as on 31 Merch 2002 was as under:

Matunty period Amount As % 10 lotn‘\J
(Rs.in lakh) Deposils
Upto 6 months 355.91 262
236.06 17.4

Above 6 months (o 1 year |

Above | year to 3 years 196.84 14.5

Above 3 years to 5 years 221.65 16.3
348.05 25.6

1358.51 100.0

The deposits amounting to Rs.355.91 lakh maturing within 6 months are conside

volatile.

413 The fixed deposils constituted 81.6% of the total deposils as on 31 March 2002 as

spainst 82.9% as on 31 March 2000, the date of the previous inspection. Morecover, outof the
inspection,

(ixed deposits of Rs.1108.96 lakh as on 31 March 2002, the date of the present
nearly 71.1% werc at a cost of more than 10%. The bank should endeavour t© mobilise more

of low cost deposits for better profitability.

Total
red ns more

Valsad Dist. Central
deposits with them to meet the day to day funds te
The borrowing arrangements were sparingly used by the

ing as on 31 March 2002.

The bank had borrowing arrangements with

Valsad against its fixed
especially for issue of drofis.
There was no outstanding borrow
1t was observed that (here were many iTeg! _l_t.nj!ies while opening Savings Ba
few of which are listed below: e

—_ T
‘-'..\"_(7.‘ £ gy
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(R

! S/
£4
[ Sr.No. Date Alc No. Name Remarks
B 20.2.02 2148 .Gunwant Patel Manager’s  signature  not
obtsined on the a/c opening
v form.
2. 8.1.02 2146 Harishchandra Bhavsar | -do-

Nayanaben H. Bhavsar
Drijesh H. Bhavsar

It was also observed that the bank was not obtaining photographs of account holders in the
case of Fixed Deposits and Recurring  Depositz holders. RBI vide itz Circular
UBD.No.1&L/T 4/12.05,00/93.94 dated 27th May 1994 has clanified that photographs should
be obmined for all types of deposit accounts including Fixed/Recurmring/Cumulative deposits
and the bank has not followed instructions contained therein.

4.1.4  The credit deposit ratio ss on 31 March 2002 stood at 68.3% as against 53.3% as on
the date of the previous inspection.

4.1.5 The bank has computed its demand and time liabilities correctly.

4.1.6 The bank had complied with the provisions of Scction 18 of the B.R. Act, 1949
(AACS). No default was observed in the maintenance of CRR during the period cavered by
the present inspection. The bank had, however, defaulted in the maintenance of SLR as it had
included the amount of Rs.277.06 lakh reported to have been invested in Govt. securities
through M/s HMome Trade for which no delivery was reccived althaugh considerable time has
clapsed (since 23.10.2001). The bank was advised to’ file revised retums excluding the
amount. It was observed that the bank had defaulted on 428 occasions.

42 In en!

As on the reference date of inspection i.e 31 March 2002 the bank's investments were as
under which have been mentioned in Annexure I1.
(Rs. in lakh)

Category Amount

(1) Shares - i 11.17
n) Co-operative Institutions - 10.15
b) AIFI - _102

i) Debentures/Bonds
1) NABARD Capital Gain Bond 4.00
TOTAL ...

: /
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Keuna N. Desai ¢
4. 30.3.02 2166 Renukaben B. Patel No  photograph  obtaincd. |
Manager's  signature  not
obtained. |
S. 17.10.2001 2138 Kaushik M. Vaidya No photograph obtined !
Balmukund N. Vaidya > i
H Rajani N. Vaidya
6. |- 2159 Gulabbhai B. Patel -do-
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4.2.1. The total investments of the bank as on 31 March 2002 amounted to Rs.15.17 lakh
against Rs.136.73 lakh as on the date of the previous inspection (31 March 2000). The bank
entered into sale/purchase transactions of Govt. securitics to the tune of Rs.23.95 crore with
Home Trade Lid. in contravention of the instructions issued by RBI vide their various
circulars. The bank had not received delivery of any Govt. gecurities in the above deal. The
bank had not snade classification of the securities as required in terms of Reserve Bank
Circular No.CO.BSD.1.PCB.44/12,05.05/2000-2001 dated 23.4.2001. It had no physical/SGL
securities with it.

<
The bank lind not framed any Investment Policy. The bank had not submitted any quarterly
review of the transactions in Govt. securities to their Board of Directors.

The transucticns were not got@udited by the Chartered Accountants. Hall yearly reperts were
not submitted to RBL. The bank, made short sales without having actual possession of Govt.
securities.

The bank had shown Govt. securilies as investment in Form I & IX without having
possession of the securities.

The bank had thus contravened instructions contsined in following RBI circulars :-

UBD.No.Plan.13/UB.81/92-93 dated 15.9.1992
UBD.No.Plan.74/UB.81/92-93 datzd 15.5.1993
UBD.N0.21/12.15.00/93-94 dated 2] September 1993
UBD.N0.3/09.29.00/93-94 dated 2 August 1993
UBD.Plan.PCB.32/09.29.00/94-95 dated 24 November 1994
UBD.Plan.PCB.69/09.29.01/95-96 dated 21 June 1996
UBD.plan.PCB Cir.19/09.29.00/97-98 dated 10 November 1997
UBD.No.Plan.PCB.Cir.22/09.29.00/00-01 dated 30 December 2000
UBD.No.BR.Cir.42/16.26.00/2000-01 dated 19 April 2001
UBD.No.BR.6/16.26.0072000-01 dated 9 August 2001

The bank entered into transactions in Govt. securities with Home Trade Ltd. who was not a
member of either Bombay Stock Exchange or OTC Exchange of India or NSE and hence
contravened instructions contained in Circular UBD.No.Plan.PCB.32/09.29.00/94-95 dated
24 November 1994, The bank had thus incurred a huge loss of Rs277.06 lakh due fo non-
adherence 1o instructions issued by RBI and due to managerial lapses. The bank bhad,
Werefore, acted in a manner detrimental to the interest of the depositors and hence did not
comply with Scction 22(3) (b) of the Banking Regulation Act, 1949 (AACS).

422 The bank has not formulated any investment policy for judicious deployment of its
surplus funds 3s required in terms of RBI Citcular UBD.No.PLAN.13/UB.81/92-93 dated 15
September 1992.

423 The bank should form an Audit Committee as required in tenms of RBI Circular
UBD.No.PLAN. PCB.9/09.06.00/94-95 dated 25.7.1994. _——ece- .
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43 Loan Assets

4.5.4 The comparative position of the Loans & Advances &1 on the date of the Jast
inspection (31 March 2000) and the prezznt inspection (31 March 2002) is as under:-

L3

(Rs. in lakh)
Date doan: & Advances Deposits CD Ratio
(31.03.2000) Last 700.25 1313.84 53.3%
Inspection P
(31.03.2002) Present 928.5] 1358.51 68.3%
Inspection

During the period under review, (hE Loans & Advances of the bank registered an increase of
Rs.228.26 laklt, thus showing a growthof 32.6%. The total advances had reached a fevel of
Rs.928.51 lakh ad at the end of 31 March 2002, ‘

The credit deposit rdtio had increased to 68.3% from 53.3% es on the date of the previous
inspeztion. .

432  The bank has not framed a set of Loan Rules duly approved by the Registrar of
Cooperative Secicties. It has also not jssued any detailed guide lines/instructions to the
branches for the benefit of the dealing staff. The bank should frame & set of loan rules taking
into account the socio-economic changes/liberalisation/latest RBI guidelines. It should also
prescribe 2 manual of instructions for the guidance of the dealing staff of the various
branches.

433  The loans and advances were sanctioned by Board of Direclors. The Branch
Managers were suthorised 1o goant loans/overdrafis against tangible nssets like gold
omaments, NSC, KVP, IVP and Fixed Deposits.

The bank had constituted a Credit Committee for the scrutiny, appraisal and assessment of
loan proposals. But nowhere was it evident that the Committce had appraised the loan
propasals or recorded its recommendations,

434, The bank did not follow the system/norms for caleulation of working capital finance
as contemplated in RBI Circulars. The credit appraisal obtaining in the bank was deficient in
certain aspects. The bank did not ascertain the purpose for which the credit facilities were

requirements based on the credit worthiness of the barrowers, viability of the unit, borrowers*
capacity to manage the business, his stake, borrowings from other sources, generating
capaeity, liquidity etc.

435 There was a lack of elfective system of post disbursement supervision of credit and

_ verification of end use of funds for identifiable purposes. The periodical stock/book debt

statements were not received in many cases. The drawings had exceeded the drawing power
in many cases. Head Office had not preseribed periodical conwol retums fo supcrvise the

9
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gsu,
l::o no system of<______~

the borrowers®

quantunV/quality of credit and for reporting the excesses. There was
veviication of stock/book debts with reference lo the records by visit
premises

A few exar—ples of irregularities while sanctioning loans under various securities are listed
below:

v3 sain i
1) Stock stzrements were not insisted upon. Drawing power was not worked out.
2) Market Price Register was not maintained,
3) Insurance Policy of the goods hypothecated to the bank was not renewed.
4) The bormower's units were not visited periodically.
vances az3i Vehi

1) There was no system of periodical verification of the Vehicles to ascertain whether they
", were in 2 road worthy condition.

2) Insurance pelicies had lapsed and they were not renewed timely.

5!) The bark had not obtained RTO Books.

4) Blank TT forms were nol obtained by the bank.

Lozns 22airst Gold omaments/NSC/Bapk FD

1) There » 25 5o system to periodically verify the above securities by officials unconnected
with their Justody. The Gold Verification Committee did not carry out 8ny surprise

inspzction during the period covered by the present inspection.

2) The bazXk did not have a sysiem of recording the fineness of the gold by the appraiser.
Further, the bank did not obtain valuation certificate from the Goldsmith.

Loans seaizst Plant & Machinery
1) Insurance Policy was not renewed on due date.
2) Periodical inspection of the machinery was not conducted by the bank.

3) Paymect was made to the borrower instcad of nTaEEgjur&c( payment to the supplier.

Advarces apninst Land & Ruilding < gl R
2 ©or -2
b s f 10 ) \
[ X ‘ )
i G e
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1) Insurance policy was not obtained/renewed on dus date.

2) The bank has not obtained from the borrower the evidence of periodical payment of taxes
& rent.

A few examples to iustats ths sbove deficiencies/irregularities ere fomizhed below:

Gold Loans
Sr.No l Date Name Amount Remarks
! (Rs)
1 F8.4.2002 S.C. Fansera 5000.00 | Valuation certificale  not
| obtained from Goldsmith
2. 10.£.2002 H.P. kansarn 17000.00 | -do-
3. 110.22002 C.B. Patel 1500060 | «do*
4. (2522002 EN. Ganchi 31000.00 | -do- <

The bank should invariably obtaln a valuation certificate from the Goldimith,

-

Vehiele Loa=s
Se.No Date Name Amount . Remarks
(Rs)
1. 21.7 2001 T.D. Dezai 28400.00 | Vehicle irspection not done,

Insurance & RTO
were not available.

2, 10.22.2001 Harshad C. Naik 31500.00 | Vehicle inspecrion not
camied out. RTO papers
were not obtained.

3 24.21.2001 | Hemant T. Patel 30700.00 | RTO  papers  were not
obtained.

4.  15.12.2001 Sayad Mohd. Shaikh 2§700.00 | -do-

Hypothecatian Loans
Sr.No Date Name Armount Remarks .
®Rs)

1. [15.21.1995 | ML Patel 84000.00 | Boring machinery -
Valuation was not
ascertained. Insurance
policy not renewed in time.

2. 12.5.1998 Neha K. Mistry 100000.00 | Value of the machinery not
ascertained, Insurance
policy had expired

3. |5.1.1998 Zaverbhsi B. Chauhan | __213900.00 | Value of machinery not

/ . | recorded.  Insuranees policy
OO0 ©  ° .| had lapsed.

N\~
/ &3’,4
“ v
T
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Loans to Buildere/Contmctors
The bank had granted loans to the following builders detailed below:

Sr.No Date Name Amount (Rs) Remarks

1. 23.6.2001 M/s Guruknipa 10,00,000.00 | -
Enterprises

2. 27.12.2000 | M/s Deep Developers 20,00,000.00 | -

The bank's attention is drawn to RBI Circulars UBD.BOM.INSP/3818/Y. 1 1/84-85 dated 3rd
June 1985 and UBD. No.1 and 2.67/1-1/87-88 dated 21 November 1987 =here in the urban
co-operatlive banks were advised to refrin from sanctioning loans and sdvances to these
categorics of borrowers as it may result in dual financing as the builders me advances from
flat seekers/buyers. The bank had not adhered to the instructions conta=med in the above

circulars. %
Hitesh} R.Desai

The bank had granted loan of Rs.4.99 lakh to Shri Hitesh R. Desai and FSzmansha J. Desai
against the stock of fruits valued ot Re.4.15 lakh and building valued st Rs.$-4,000/-. The bank

should desist from advancing loans against perishable items such as fru=s. The insurance
policy had alrcady lapsed on 16 February 2002. There was no margin available.

43.6 While renewing cash credit limits, the tumover in the account and past performance
were generally not taken into account.

There was no system to review (he performance of bigger loan accounts pericdically.

4.37 The bank had not followed the prudential norms releting 10 inoome reccognition,
pssets classification and provisioning. It had not adhered to RBI instrucsions for income

recognition and provisioning. It had alsa not maintained proper records of the NPA accounts.

The bank has not maintained the NPA Register in the prescribed format to lc=ep proper record
of the NPA accounts.

439 The gross non-performing assets as identificd by the bank as oc 31 March 2002
amounted to Rs. 116.07 lakh which formed 12.5% of the total loa=s ond advances
outstanding as on that date. No divergence in classification of advances w=s observed. The
Net NPAs sfer adjustment of provisions available with the bank amounteé. 1o Rs.90.39 lakh
which forms 10.0% of the Net loans and advances as on 31 March 2002, Dexsils'of Net NPAs

is given below:

(Rs. in Jakh)
Sr. No. Details Amount
1. Gross Advonces 928.51
Less!
2. BDDR 25.68
3. OIR — to the extent of unrealised interest g,apiwmai?udw_inclmded in -
outstanding loans and advances JFT a1 17 :
Total Deductions NS -— 25.68
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4. Net Advances 902.83

| 5. Gross NPA« 116.07
Less:

6.4 Provisions as mentioned under itein 2 and 3 above 25.68

7. Net NPA:z 20,39

8. % of Gross NFA to Grose Advances (401) 12.5%

9. % of Net NPA to Net Advances (714) - 10.0%

The risk profile of the advances portfolio is given below

(R in lakh)
Particulars I0°s classification |
A - Suandard 81244 ] < §7.5% | ”

B - Impaired comprising 29.48 3.2% |
(1) Sub Standard 29.48 3.2%
(2) Doubtfu) 59.96 0.4%
(3) Loss assets . 26.63 2.9%
Total loans & advances 928.5) 100.0%

(Percentage shown in the brackets are on gross loans and advances)

The impaired loan portfolio ot Rs,| 16.07 lakh worked out 10 12.5% as on 3i March 2002 as
compared to 10.9% as on the date of the last inspection. Thus, there has beer. a2 deterioration
in the quality of loan portfolio,

4.3.10  As against the provision required to be made for loan losses of Rs.53.91 lakh the
bank has made provision of Rs.25.68 lakh, (BDDR/OIR) thereby leaving a shorfall in
provision for 10an losses at Rs.38.23 lakh,

4.3.11  The bank has no effective recovery policy 25 may be observed from <he increase in
the NPAs. It had filed suits in the case of 366 accounts involving Rs.116.07 Jak™ out ol which
198 eases involving Rs.79.51 lakh were under arbitration and in 24 cases involving Rs.6.41
lakh awards were under execution, i the case of 136 accounts involving R$.25.23 lakh the
bank had issued only Judiciary notices. The bank should follow up the case ={Tectively for
carly recovery. The bank had not written off any debis during the period cavered by the
present inspection. -

The bank has no’ effective fecovery system as may been seen from the incremasing trend in
NPA position which has increased from 10.9% as on 31.3.2000 to 12.5% in 31 March 2002,

The Board should constitute a ‘Recavery Committee® of the Board of Directors and closely
monitor the recovery pracess in order to arrest the increasing trend in NPA over the years.

4.3.12  Thete was no system for fixing staff accountability in, _?ﬁl‘p_-l?nck of

=dvances from standard to NPAs. 27 )P c

4.3.13  As indicated above in para 4.3.11 there is scope for improvement ir. measures for

improving the asset quality. The list of top 20 NPA aceounts in each Category is anached to
7

-
¥

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



Page 199 of 626

/7

the Inspection Report showing the reasons for their becoming NPA and action taken etc. for
suiable action.

4.4 Other Asscts .

Land ond Buildings/furniture/fixtures/ mainly formed the other assets. The same were
proportionate to its requirements. The bank had acquired two properties for its branches at
Chikhli and Billimora.

It did not have any non-banking asscts. The bank has made adequate provisions for
depreciation in the value of its assets.

s Management

5.1 In terms of the bank's bye-law No.34, the Management of the bank was vested in an
clected Board of Dircctors consisting of 13 members, including the Chairman, Vice
Chairman and Managing Director and in terms of Bye-law No.34(1) the entire Board is
elected for a period of three years subject to rctirement of 1/3™ dircctors every year by
rotation as per the Bye-law No.30(4) of the Model Bye-laws prescribed by the Reserve Bank
of India. The Board functioned cohesively. The Board meetings were held regularly and were
well attended. The Agenda of the Board meetings were generally confined to routine macers
such as admission/retirement of members, sanction of various loans and advances, ratification
of loans sanctioned by Branch Managers under their discretionary powers, sanction of
expenditure etc. Important circulars/letters received from RBI/RCS were placed and
discussed in the meetings. However, the Board did not have a system of preparing
perspective plans for disbursement of advances for different purposes with sector-wise
allocation of funds. The Board did not review periodically the position of deposits/advances,
bigger loan accounts, investments in government and other approved securities, lending to
priority sector/sveaker gections, branchwise performoance etc. The Board had not framed
Investment Policy for judicious deployment of surplus funds as required in terms of RB1
Circular UBD.NO.PLAN.13/UUB.81/92-93 dated 15 September 1992. The bank entered into
transactions in Govt. sccurities with Home Trade Ltd. who were not a member of either
Bombay Stock Exchange or OTC Exchange of India or NSE and had hence contravened
instructions contained in Circular UBD.No.Plan.PCB.32/09.29.00/94-95 dated 24 November
1994. The bank had incurred huge loss of Rs.277.06 lakh due to non-adherence of RBI
instructions and due to managerial lapses. The bank had, therefore, acted in a manner
detrimental to the interest of the depositors and hence did not comply with Section '22(3)(b)
of the Banking Regulation Act, 1949 (AACS). The Board's functioning, therefore, is
considered highly unsatisfactory.

The loans and advances granted (o Directors and their relatives were within the prescribed
limits. Sanctioned limits amounted to Rs.29.70 lakh as on 31 March 2002 i.e. 3.2% of the
1o01al loans and advances. The outstanding amount as on 31 March 2002 was Rs.12.08 lakh
which was 1.3% of the total loans and advances.

The Board had constituted Shakh Committees for each of its branches to process the loan
application received by the branches and recommend the same to the Board. However, it was
observed (hat the committees recommentialions were not recorded in the loan applications.
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& 3L
" The bank had not constituted an sudit committee. The Board shoul constitute such
committce as required in terms of RBI Circular UBD.No.FLAN.(PCi!)9/99.06.00194-95

52 The bank has a total staff stzength of 21 employees consisting of 5 senior officers, 12
clerks and 4 zub-staff. The stafT strenpth was proportionate to the volume of business
conductzd by the bank. :

5.3 The General Manager was assisted by a Manager and one Accouatant at Head Office
and by two Branch Managers. The Chief Executive Officer was the overall incharge of the
bank looking after inVcstmcnt/quuidir,'/summry control returns and supervision over the
branches. i

The bank may consider delegation of powers at various levels for better and prompt customer
service, The Branch Manager waes only delegatzd powers to sanction loans against FDRs,
NSC, KVP and gold omaments.

5.4 The bank had not prescribed important return=/staternents for submission by the
branches. The branches were not submitting the statements of cxcess drawals gver DP
limits/sanctioned limits to Head Office. The Head Office should insist on these statements in
order to have effective control over the branches and to know the fransgression in the
delegated authority. The bank should also introduce a good reporting system from the
branches to ensure that there is prompt consolidation of figures of the branches at the Head
Office.

The following returns may be prescribed by the bank:

A = Daily

1) Statements of advances’ granted under discretionary powers vested with the Branch
Managers. The Head Office should also give in writing the powers delegated to the Branch
Managers,

2) Abstracl of transaction put through Head Office General Account.

= thi

I. Statement of short term and medium term loans and advances disbursed, rec;wered,
outstanding and over dues and slteps taken lo recover the over dues.

2. Statement of cash eredit accounts showing drawals, fepayments, outstanding overdues,
value of stock as per the stock statement submitted by the borrowers, drawing powers,

excess drawals, insurance cover, dates of verification of stock by visit 1 the borrowers’
premises efc., g';

3. Statement of sundry debtors/creditors, suspense account.

15

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



T Page 201 of 626

' (>
N . 4. Branch Manager's monthly certificate regarding balancing of beoks of accounts,
reconciliation of Head Office account, checking of cash etc.

— 5. The bank has not introduced a system of inspection of branches at Chikhli and Billimora.
& The same should be introduced immediately since the branches were having sizeable

business. Further the investment transactions of the head office should also got audited at
. periodical intervals. The bank should introduce a suitable inspection format cavening the
5 Y entire workang of the branches. e

— 5.5 The basik fas not constituted any Committees of the executives at Head Office for
: dealing with compromise scttlement end acquisition of fixed assets.

o 5.6 No pre per reriodical reviews/information were placed before the top management on

* the position of ceposits/advances, investment in government sccurities, NPA, branch

performance etc. The hall yearly annual review note on priority scctor/weaker section

o advances were not prepared and put up to the Board. It had not prepared and implemented the

{ submission of various reviews as per the calendar of reviews to be placed before the Board in
terms of RBI Circular UBD.No.PLAN(PCB)/11/09.08.00/94-95 dated 2 August 1994, "

5.7 The bank Fas'submitted the Compliance Report to the earlier RBI inspection report
and also further compliance called for.

However, the present inspection has revealed the existence of many of the
irregularities/deficizncies pointed out in the earlier inspection. The bank should give adequate
attention to RBT Inspection Report and rectify the defects pointed out in the Report.

6 Eaming Apprisal

) 6.1 The prefitadility of the bank deteriorated in the year ended 31 March 2002 compared
e to the previous yea: as shown in Annexure-Ill. The operating loss of the bank during 2001-02
i was Rs. 2.02 1akh s compared to profit of Rs.11.35 lakh in 2000-01. The net loss as reported
r by the bank did rot reflect true picture as the bank has not adequately provided for loan
- losses, erosior in other assets, liabilitics likely to devolve on the bank. The shortfall in
provision amounteZ to Rs.393.80 lakh. After making adjustment, the net loss was assessed at

D Rs.395.82 lakn.

6.2 Vst d loss a t

-~ The bank’s nec profit to working funds deteriorated from 0.07% in 2000-01 to (-) 0.1% in
2001-02. The main reason being the fall in interest income on investments.

& 6.3 The income eamed from interest on advances increased to Rs.168.11 lakh as on 31
March 2002 from Rs.139.81 lakh as on 31 March 200]1. As percentage to total income it
Increased to $2.475 from 65.9% on the respective dates. However, income from the
&/ investments decrezsed to Rs.30.24 lakh as on 31 March 2002 from Rs.62.49 lakh as on 31

March 2001. A.s a percentage to total income it came down fro :5%1014.8% in March
{ 2002. The bark had not undertaken off balance sheet acliyi 13 exceptissue of financial

S guarantees and the income received on the sanie was n:uligiﬁlq:,'l‘pg ‘bank had made adequate
provisions for losses, [ & r
(2 16 &
|
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6.4 The retained eamings during 2000-0! amounted to Rs.1.35 lakh.

6.5 The bank has not adhered to the statutory provisions/guide line/Byec-laws relating to
appropriation to Statutory Reserve Fund and other reserves our of net profit of Rs.1.35 lakh in

the year ended 31.3.2001,

< i
6.6 . The bank has made a provision of Rs.25 68 lakh under BDDR against the estimated
loan loss of Rs.63.91 lakh. .

As against the total erosion of Rs.485 S| lakh, ths bank held a provision of R5.85.86 lakh
under BDDR/OIR and Rs.3.83 lakh provision for standard assets leaving an unprovided gap
of Rs.395.82 lakh. There was, therefore, adverse impact on net profit.

6.7 The bank has not evolved any sy:tem of preparing expenditure budget on various

capital and revenue items ta ensure cost control .
6.8 The bank has not undettaken stock invest and merchant banking business.

6.9 i The bank has made a donation of Rs.4.30 lakh towards Gujarat Relief Fund after
obtaining permission of Registrar of Co-operative Societies in the matter,

7. s S ntr

7.1.(a)  As already pointed out in Para 5.4 the bank has not prescribed important retums
from branches for ensuring intemal control. The bank has not fixed limits for passing of
cheques by officials at various levels. The bank has not given any training to many of the
stafll members during the last two years. The bank should give training to all the staff
members in Cooperative banking in convenicnt batches. Officers may be sent to College of
Agricultural Banking. Pune for training in Cooperative Banking/NPA ete.

7.1.(b) It was observed during the branch inspection of Billimora branch that cash was
short to the extent of Rs.20,000/-. This was due to the forged notes impounded by SBI
pending investigation by the Crime Branch of the Police Dept. The amount of Rs.20,000/-

7.2 The bank has not introduced inspection of its main branch at Gandevi or inspection of
Head Office transactions.

7.3 The bank has not infroduced the necessary Management Information System as
pointed out in Para 5.6 of the Report.*

7.4 The various Statutory Retums were not submitted 1o Reserve Bank of India as per the
prescribed time schedule. The bank has not submitted the statement of unclsimed deposits in

form VIII for the years ended ES2R axd- 1095 2\ pec 2008, OLTTAN £, N

17 ; Ny
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‘7.5 The balancing of books are done 2t regular intervals and there are fi0 differences
between the General Ledger and the various accounts.

The Branch/Head Office reconciliation was done regularly and there are no long outstanding
cntries. The reconciliation of accounts mainrained with other banks was not done regularly at
monthly intervals and there were long outstending entries amounting to Rs.44,538.46 in the
case of Bank of Baroda, Gandevi which is unreconciled for nearly eight years. The bank
should follow up the same and adjust the cutstanding entries carly. The bank reconciliation
stalements were not seen by any other bank officials. The liquidity regiSter was not put up to
the TEO on daily basis. ¢

7.6~ The bank had not followed a good system for ensuring edherence to prudential norms
relating to income recognition, assets classification and provisioning.

7.7 The bafk has not introduced the syszem of EDP audit of its computer systems and
hardware. The bank should employ technically qualificd person to take core of its computers
al Ilead Office/Branches or properly train the staff on compuler operations. The bank should
enhance its Computer Security Sysiem and appoint a System Administrator. The back up
system of the computers was also lacking ir =any aspects. .

7.8 There weré no major complaints pending against the bank. The complaint of Shri
Shailesh Shah, Ex-Board Member against the Management appeared to be devoid of
substance and was referred to RCS.

Eraud

A Daily Deposit Agent of the bank - Shri Raroashbhai B. Pate] who was appointed after usual
formalitics was not depositing the ¢aily collection. The amount defrauded by him totals to
Rs.1,57,600.00 as on 21 February 2002. The bank had not reported the matter to RBI in the
prescribed format. Efforts may be made to recver the amount at the earliest.

7.9  Clearing Transactions

The bank had clearing arrangements with 3DFC Bank for Mumbai cheques. Cheques
pertaining fo Surat were cleared through Surat District Co-operative Bank Ltd, Similar
arrangements were made with Valsad Dis. Co-operative Bank Ltd, and Navsar Dist. Co-
operative Bank Ltd. for respective arcas. Tha cheques received for clearing were ranging
between 5 and 10 on a daily basis. No irregutasities were observed. =

8. — = et
‘The bank has not been authorised to deal in Fozeign Exchange Business.
9. | ipgs:

It was observed that the bank had given Solveacy Certificate to M/s Shree Laxmi Roadways,
Gandevi for a value of Rs.20.00 lakh. It was nmot known on what basis these certificate were
given. The bank should word such certificates carefully to ensure thay.nozliability-falls on the
o sy VA -
o (j\‘_,n_v‘, S xe
PP
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bank in case of any default by the beachiciery of certificate. The bank should ciso lovy a fee
for such certificate,

‘0, Compliance Review
(8) Regulatory Compliance

10.1 The bank does not comply witi Section 15(1) of the Banking Regulation Act, 1949
(AACS) as its real net-worth was negatve

102  The bank does not comply wih Secuon 22(3)(a) of the Aect, ibid as the realisalle
value of the asscts of the bank at P 122564 lakh Wwas not adequate to meet iz outside
liabilities ot R1.1522.89 lakh and the biak w3s notina position to pay its depositors, present
and future

10.3 f‘ll: affairs of the bank were being conducted in 3 manner detrimentsl to the interests
of the depositors. Thus, the bank does Tatecemipi with Section 22(3)(b) of the Act, ibid,

10.4  The bank had fefaulted in the ~iniznance of SLE on 428 occasions and had thus
violated the provizions of Section 24 of “he E.znking Regularion Act, 1949 (AACS)

10.5  The bank had not complied wits"the pridential norms relating to asser classification,
income recognition and provisioning recuireseny.

10.6  The bank had violated various i=structions issucd by Reserve Bank of India reganding
transactions in Government securities as per Gerails fumnished in para 4.2, of the report.

10.7  The bank had not approprinted 23% ¢ 7 its net profits to Statutory Reserve Fund duning
the period covered by the present inspactior due to inadequate profit for the year 2000-0]
thereby contravening Section 67(2) of the \3CS Act, 1961. The amount was retained for
Golden Jubilee Celebration.

10.8  The bank has not fixed the pruzental maximum exposure limits ro indh'iduavgroup
of borrowers. However, the bank has no- granizd :dvances in excess of the permissible limits,

10.9  The interest rates on deposits and advences were rovised by the bank based on market
Irends.

(b) Policy Compliance

As per the statement prepared by the Sank 2ad submitted 10 RBI the advances to pri'tzri::.
scctor amounted to Rs.604.13 lakh forming €2.17¢ of the total loans and advances, It has also
achicved the target fixed for advances 1o weakear sections,

() Ingegrity of Regulatory Reponing,

————

The Regulatory Returns submitted by the banic were compiled conectly <= A >
it o
I1. Rehabilita tion A -t 2
1.1 Net Wonly ‘
9 ;
{
.
= N 7
- T :'?»
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The real and exchan ble valuci ”‘ﬁé paid-up capital and reserves of ihe bank has been

. assessed as negative ab 5.263.23; "
. Section 11(1) of the Ban ing Regulation Act, 1949 (AACS),

11.2  Copital Adequacy
The CRAR of the bank has been assessed as negative at (=) 21.3%.
o 113 The net NPA of the bank formed 10.0% of net advances.

114 Profiability

The net profitioss as reported by the bank for the last three years was as under:

Year ended Net profiy(+) or Loss (-)
March 2000 4.98

March 2001 1.35

March 2002 (-)2.02

¢ bank, therefore, does not comply with provisions of

However, after making adjustments for shortfull in provisions the l;lspccting Officer has
assessed the net loss of the bank at Rs.395.82 lakh for the Year ended 31 March 2002,

11.5  Net Erosion 1o Net Owned Funds

I - Net Owned Funds Rs. in lakh
Paid-up capital 58.71
Reserves (excluding BDD/OIR) 73.88
Net Owned Funds 132.59
Il - Net Erosion

NPA Provisions required. 63.91
Provisions required for Std, Asscts 2.03
Provisions required for Erosion in Other assets 352.97
Provisions required for linbilities understated 64.58
Loss + 2.02
Total erosion 485.51
Less:

BDDR 25.68
OIR 60.18
Provision for Std. Assets 3.83
Sub Total 89.69
Net Erosion 395.82
% Nel crosion 1o Net Owned Funds 298.5%

In view of the above, the bank may be classified as "Weak Bank" under l’ch:lbl'll'_hllil‘)llv not

complying with Section | 1(1) of the Banking Regulation Act, 1949 (AACS) ==

/;vV‘QPU’..'[."
Yl et

20

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS




Page 206 of 626

]

Registrar of Co
2f Directors un
criminal action

-Operative Socjeties, Gujarat
der Section 115(A)3 of G 1y

v
State haz been rcqufr‘:d 1o st
ujarat Ci
has been initiatad against the Boa

0-operative Scei
d of Directors and

o o
< < %
v 'l’ “
I \
2
\.'\_ =Y ‘/
\\.\‘ — 3
\.- e ;¢
Q:‘\ 2, ,'
T 3"\’;': ot
<

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS

rtrcede the Board

cties Act, 196]. Besides
all ather concemed.



C

@ @

,,.

Page 207 of 626

-
A J

CE g, e TERE

-

e .f\ -ZYZ:\;?I .
aRAR ST 9%

'm:t‘t W' ﬁm

-

o mrwon g ) ABAN:BANKS .DEPARTMENT

sirvse s SIS e v, WiKtR 7T, wenginig- ~380009
Lz Gajjzr Chombets, Ashram Road, Ahmodebnd-S

im T-Inphonq : 6588853, 6585184, 6581168,

RESERVE BANK.OF INDIA ' . e sievas

hvnrfalux : 0221-6449
ai¢/Telogram : 'RESERVIST"

A ST W 'Ef"".:

sTat mifta g=ar Mty AR |

'y '€ withr ( l‘i:)f "%-04.???"“’3-12”“'5’
i __R2 A o -

. P. C. BANK LTD.
The Gu Po %ANDEVI

2.8 JUN Z0t2

ewano No 2613, 0422

QSRR TIm ZICT

Fresfta

T, )
;ilh ;-'!fi. WRTh -—; W ew "
T R R

e )
R i J "|'
Pax mRixa,

A'n Rfkaas wRxfran 1949 & urer 35 & wdya Roaw
(dar i sxerd afrfat o sm k)

w\) /
T TR/ 9% ¥ W9 WHITCT IN wAiw- 8 TEHE, WK ‘2. 0413"3 IzoolroL
fgats _22.-6- 0 & s wradr wwmmw arefendt Ry Mo s € o

- s s Mt s Ty e oW .

Wﬁ“c

3’1)&-’:’5?‘1"‘)"1({

TCAE ATT ﬂ‘ﬂ \1‘

EILL R /\r
%/" 6,.59. X
%

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



Page 208 of 626

“ .
(35U

T Wil ¥
- A o e e, 3neen oz, e €19, 1. sEwennz ae oo

ERA e UBBAN BANXS DEPARTMENT

S erme % La Gaffar Chambars, Ashram Road, P.B.Ho.t, Ahmedadad 360 009

2elvraTelephors 1650 184, 0188, 4337, LIRS ST E T
wielta Rad da i et
RESERVE BANK OF INDIA E-malls rdshmecabsd 0rtl arg. by

Rcf,UBD(/\N)No.lnST\’ 712.04.3382001-02
Conlidential/Dy Repd. Post with A/D. N
The Chief Executive Officer
The Gandevi Peoples’ Co-operative Bank L.,
Gandevi, Navsari Dist.. S Gujarat, ° 5
Dear Sir, . ‘

Inspection under Section 35 of the B, K. Act, 1949 (AACS) -
Annual Financal Inspection - Position as on 31 March 2002

The Statitory inspection of your bank under Section 35 of the Banking Regulation Act 1929
was catried out with reference to its pasition as on 31 March 2002, A copy of the inspection
report dated 42~L-+*~  is forwarded herewith in terms of sub-section (1) of Section 35 of the
said Act. A summary of important fearures observed on the working of the banl: is given in
the Annexure,

2. We advise that the inspection report and your comments alongwith this letter may be
placed before the Board of Directors of your bank and the action taken to rectify the features

observed in the bank's working may be intimated 10 us within six weeks from the date of
receipt of this letiet, as per enclosed format. A copy of the compliance may also be forwarded

to the Registrar of Co-operative Societies, Gandhinagar and the General Manager, Gujarat
State Co-operative Bank Limited, Relicf Road, Ahmedabad-3§0001 .

3. Based on the findings of the present inspection your bank has been classified as "weak”,
A scparate communication will following in this regard.

4. We also advise that you may alongwith the Chairman and one or two Directors of the
bank call on our General ManagerIOmccr-in-Chargc of this Office by obuining prior
appeintment within 30 days of receipt of this letter for a discussion on the findings of the
inspection. -

5. Please acknowledge receifn. g

Yours faithfully, Vol st 4D N

(A. Udgata)
General Manager

34 y
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4 >°
ErAt.UBD(AH)No.Insp/ /12.04.338/2001-02 of date.

#opy forwarded for information and necessary action to :

/l’. Shri Akshay R. Desai, Chairman, The Gandevi Peoples' Co-operative Bank Lid.,
v Gandevi, Navsari Dist. (without report). ,

2.  The Chief Sebretary, Government of Guajrat, Sachivalaya, Gandhinagar (without
report).

3.  The Chief General Manager, Usban Banks Department, Reserve Bank of India,
Central Office, Mumbai~<00 015 . together with :-
o
(i) A copy. of the, Inspection Report.
(1) _ A file containing inspecon statements.
(iii) . A copy of the Executive Summary,

~

The bank has been classified as a weak bank on the basis‘of findings of the present
inspection. & : )

4. The Registrar of Co-operative .Sowieties, Gujarat State, Gandhinagar.

5. The Génml Manager, Gujarat State Co-operative Bank Limited, Relief Road,
Ahmedabad-380001.

T ~tnmrowind
Asst.General Manager

Encls: 2~Shests
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A 3D

s ANNEXURE

Inspection under Scction 35 of the Banlcing Regulation Act, 1949 (AACS) —
evi Peoples’ -operative Bary: Ltd  Gandevi, Navsan st

Summacy of Important Features
1_Net Worth

The bank's paid up capital et book value emounted to Rs.58.71 lakh, as on 31 March 2002,
the date of present inspection, 1egistens ; 27 increase of 105.15.45 lakh (35.8946) since the date
of last inspection. The net worth of the bark has been azzessed by the Inspecting Officer at
Rs.(-) 263.23 lakh after moking the requ_site adjustments as detailed in the Inspection Report.

With the real or exchangeable value 20 ®5 (%) 263.23 lakh, the bank iz not having adequate
assets to meet its liabilities and thus dees not comply with the provision of Section 22(3)(a)
of the Hanking Regulation Act. 1939 1 2ACS). Furtther, the bank does not complv with the

requirements of minimum capiial pressm ool in terms ol the provisions of Section 1 1(1) of the
Act, ibid,

2.1 The bank has reported its gross NPAs at Ps.116.07 lakh which formed 12.5% of the
total advances of the bank at Rs.928.5. lakh. The net NPAs of the bank as assessed by the
Inspecting Officer at Rs.90.39 lakh (10 %), The bank had held a provision of Rs.25.68 lakh
in Bad and Doubtful Debt Reserve as agzinst the actual requirement of Rs.63.91 lakh.

22 Credit Management

The credit appraisal followed by the bank was deficient in certain respects. The bank
sanctioned term loan for working cap=al purposes. The actual amount of working capital
required was not amived at by criticall examining the financial siatements submitted by the
borrowers. Bank was not amriving at the deawing power limit based on the monthly stock
position and book debts. The book debes statement were accepted at its face value. Operation
in unrenewed cash credits were allowe< 21ven upto one year. =

3. lovestments
The bank had entered into transacticns in Gowvt. securities with M/s Home Trade Ltd.
violating various instructions issued by RBI in this regard. The bank had incurred a huge loss
of Rs5.277.06 lakh due to non-adherence of instructions issued by RBI and duc to managerial
lapses.

. . v

4. Mnansgement ST
2 . * \".(:“"(,)’/
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URBAN BANKS DEPARTMENT

La Gajjar Chambars, Ashram Road, P.B.Na.1, Ahmedabad 260 009
ZefrerTolephone « €58- 5184, 0188, 4037, 761¢, 7324-25,%019

Wi Rsrrf #x QRAUFaX 1 075-058 4353 )
RESERVE BANK OF INDIA E-mall: rdshmedabadOrbl.org.in .
UBD (A1) Reh. No. 715.01.338/2001-2002
X [ ‘
S L §Y £ ‘ .
June37 2002 THE G.F. C. BARK Li..
CONFIDERTIAL i Q=GR

& © Vv PR
The Chicf Executive Officer O T e A A ATl
The Gandevi Peoples Co-operative Bank Ltd.
Main Road Bazar
Standardtan House
Gandevi 396 360

Dist: Navsarni
Dear Sir
ion u ecti f the Banki atio 4
licabl iV ieties) - Rehabilitati
ima b tive ban

During the course of the XV statutory inspection of your bank conducteé From 31.5.2002

10 7.6.2002 with reference to its financial position as on 31.3.2002, it wzs observed that

the net woith of the paid up share capital and reserves of the bank w=-as assessed as !
negative at Rs.262.23 lakhs as such the bank does not comply with t= provisions of Yy
Section 11 (1) and 22(3)(a) of the Banking Regulation Act, 1949 (As Aoplicable 10 Co-

operntive Sociclies). As also the % of net erosion to net owned fund= worked out to ;
298.5% which is much higher than the tolerance limit of 25.0%. Accordingly, your bank { &
has been classified as a_weak bank requiring rehabilitation and is incluciad in the list of

weak boanks not complying with the provisions of Section 11 (1) & 22 (3) (@) of the

Banking Regulation Act, 1949 (As Applicable to Co-operative Societies).

2. Your bank should, therefore, not declare and disburse the dividend w-thout our prior
permission in that behalf from the year 200]1-02 and onwards. The application for Al
permission to declare dividend, if any, may be submitted to us in duplicate in proforma

enslosed. You are also advised not to acquire/dispose of any immovab[e {&rbpmics and

to shif/change the existing place/s of business without oug,priqr;japb'rdvaﬁ inthat behalf,

Further, this letter should be placed before the Board of Direcfors.of the Satk-and Board

Resolution having taken a note thereof for necessary compli;:~ 2 may be :‘onvnriled to us

in duplicate urgently, 4,05

I8 JUNEY2K2
26 June 2002
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7

_ 3. You are also advised to make sustained efforts towards deposit mobilisation, judicia)
* deployment of funds with a view to improving profitability and management

ccayetence, building up of a strong capital base and strengthening gereral intemal
control system, loan policy and procedure and recovery of overdues.
-

4. You are advised to submit to RBI an Action Plan for revival within a period of 6
weeks from the date of receipt of this advice. -Such an Action Plan should envisage
revival within a period of two yesars ond rectification of other features that caused its
classification as weak. For this purpose, the bank may, if necessary, avail of services of
Urban Banks Federations/Associations or experts in the field of banking/finance.

5. As the bank does not comply with the provisions of Section 11 (1) of the Banking
Regulation Act, 1949 (As Applicable to Co-operative Socictics), you should apply for
the exemption from the provisions thereof for a period of say 2 years by which time the
bank&‘xp:c(cd 15 comply with the said statutory requirements. The application duly
supnorted by the feasible and realistic time bound action plan for improving the financial
position alongwith the necessary Board resolution should be submitted in triplicate
addressed to the Secretary to Government of India, Ministry of Finance, Department of
Economic Alfairs, Banking Division, New Delhi and routed through us.

6. Quarterly information on progress achieved by the bank should be submitted to RBI in
the prescribed format for review: )

Yours faithfully &
~D
c_\/\/\'
(A .Ganapathy)
cwyz T

Encl: as above

39 JUNEYIK2
26 Juna 2002 !
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Dispatch No. Ashna/01/131/2001

Office of the Special Auditor, Co-
operative Societies, Navsari

Janathana Government Building, C-
Block, First Floor, Navsari

Date: 30/10/2001

To,
The Gandevi People’s Co-operative Bank Ltd.

Standard House, Bazaar, Gandevi
Taluka Gandevi

Subject: Submission of audit report for the period from 01/04/2000
to 31/03/2001

Dear Sir,

With reference to the above subject, it is informed that the audit of your
institution for the period from 01/04/2000 to 31/03/2001 has been conducted
by this office. The audit report is enclosed herewith. You are instructed to fully
rectify the deficiencies noted in Parts 1 and 2 of the report and submit a
compliance report, along with copies of the resolutions of the Managing
Committee, in three copies to this office within one month from the receipt of
this audit tepott.

Enclosure: Audit Report for the period from 01/04/2000 to 31/03/2001

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS
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Pages | to 321

Special Auditor

Co-operative Societies, Navsari

Copy submitted and forwarded to:

The Joint Registrar and Special Auditor

Co-operative Societies (Division). Vadodara

For further action, with a request. Pages [Not specified] to [Not specified]

Copy forwarded with compliments to:

2. The Manager
[Details not specified]

For further action, Pages [Not specified] to [Not specified]
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The Gandevi People’s Co-operative Bank Ltd., Gandevi
Audit Report

Part 1
Audit Report Serial No. (2)
Bank Audit Classification: ‘A’
Date of Bank Registration: 07/07/1951
Audit Classification for Last Five Years: ‘A’
Bank Registration Number: 16658/7
Bank Name: The Gandevi People’s Co-operative Bank Ltd.
Address: Standard House, Bazaar, Gandevi 396360, M.G. Gandevi, District
Navsari
Date of Audit Completion: 06/10/2001
Number of Members: 14,286
Operational Area: As per By-Law 3 (Amended)
1. Individual Members: 13,913
2. Nominal Members: 373
3. Bank Members: None

Interest Rates:
1. Interest on Loans Provided by the Bank: 6% to 11% (as per Schedule No.
28)
2. Interest on Deposits: 12% to 17%
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Activities Conducted by the Bank: Providing short-term, medium-term, and
long-term loans to members, accepting deposits. and engaging in banking-

related activities.

Audit Observations:

I. Period of Audit: From 01/04/2000 to 31/03/2001.

2. Compliance with Previous Audit Observations:
Have the deficiencies pointed out in the previous audit report been
rectified, and have the significant suggestions made by the auditor
been implemented?
Response: Yes, partially implemented. See remarks (1).
Has the compliance report been submitted to the relevant auditor
on time?
Response: No.
If any significant issues from the previous audit report have been
neglected, provide the reasons and explanations from the bank’s
management.
Response: No such issues have been noted.

3. Verification of Missing Receipts:
Have the missing receipts noted in the previous audit report been
obtained and maintained? If not, investigate the reasons and
ensure that the Managing Committee’s approval exists for such
expenditures. If approval is absent, obtain explanations from the
personnel responsible.
Response: No missing receipts noted.

4. Availability of Legal Documents:
Does the bank possess copies of applicable laws, regulations, and

its certified by-laws?
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Response: Yes.

Has the bank printed and maintained copies of its by-laWs,
including all amendments to date, for distribution to members?
Response: Yes.

a. Has the bank made any unauthorized amendments to its by-
laws? If so, specify and obtain explanations from the Managing
Committee.

Response: No amendments were made during the audit period.

b. Have the amendments suggested by the authorities from time to
time been adopted?

Response: Yes.

c. Have the amendments_passed by the bank and sent for approval
been subsequently approved by the general body meeting after
incorporating changes suggested by the authorities?
Response: No amendments were approved during the audit
period.

5. Affiliation with Central Institution:
Is the bank affiliated with any central institution? If so, which one?
Response: Yes, Valsad District Central Co-operative Bank Ltd.,
Valsad. .
Does the bank receive necessary guidance from the central
institution from time to time?
Response: [Not explicitly answered, but implied as part of
affiliation]. -
How many times was the bank inspected by the central institution

during the audit period? Are the inspection reports available in the
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bank’s records? Have the suggestions in the inspection reports
been implemented?
Response: No inspections were conducted by the central
institution during the audit period.
6. Membership Compliance:
a. Were members admitted during the audit period in accordance with
the laws, regulations, and the bank’s by-laws? Are their written
applications in order, numbered sequentially by admission date, and filed

systematically?

Response: Yes, but see remarks {2). Yes, applications are in order and

sequentially filed.

b. Has the entry fee, as stipulated in the by-laws, been collected from
new members and credited to the cash book? Provide a list of members
from whom the entry fee has not been collected.

Response: No such instances noted.

¢. Is the membership register maintained in the prescribed format and

updated up to the audit date?
Response: Yes, fully updated.
d. If any member resigned during the audit period, are the resignations

in accordance with the laws, regulations, and the bank’s by-laws? Note

any resignations due to dissatisfaction.
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Response: Yes, but see remarks (3). No resignations due to

dissatisfaction noted.

e. Have members nominated heirs as per Section 21 of the law, and are
these nominations recorded in the membership register?

Response: Yes, but see remarks (4).

. Shareholding Compliance:

a. Have the bank’s members held shares within the limits prescribed by
the by-laws? Are new shares issued during the audit period recorded in
the share register and share ledger? Have share certificates been issued

for all shares subscribed?

Response: Yes, but see remarks (5). Yes, recorded. No, see remarks (6).
b. If shares were transferred, were they done in accordance with the law
and the bank’s by-laws? Are transfer details recorded in the share transfer

register?

Response: No share transfers occurred during the audit period.
c. If shares were refunded, were they within the limits and standards
prescribed by the by-laws? Were share certificates retrieved, canceled,
and filed with vouchers? For lost certificates, has an indemnity bond

been obtained and maintained?

Response: No refunds occurred, see remarks (7). No lost certificates

noted.

8. General Meetings:
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Provide the dates of the last annual general meeting and special
general meeting. Was the required quorum, as per the by-laws.
present during these meetings? Were the signatures of attending
members recorded? Are the proceedings of these meetings

recorded timely and systematically?

Response: Annual General Meeting held on 30/09/2000. No
Special General Meeting held. Yes, quorum present. Yes,

signatures recorded. Yes, proceedings recorded systematically.

9. Managing Committee:
a. Was the Managing Committee appointed in accordance with the by-
laws? Provide a list of committee members. What is the total loan
amount outstanding with committee members? Are any amounts
overdue? If so, provide names and overdue amounts. What steps have
been taken to remove members with overdue loans? Is the total loan

amount with committee members within the by-law limits?

Response: Yes. List included. Rs. 11.73 lakh outstanding. No overdue
amounts. Not applicable. Yes, within limits.
b. How many Managing Committee meetings were held from the last
audit date to the current audit date? Are meetings held as per the by-law
standards? Do committee members attend regularly? Are signatures of
attending members recorded in the minutes book? Are proceedings
recorded systematically? Are the committee’s actions in accordance with

laws and by-laws?

Response: 20 meetings held. Yes, regular schedule. Yes, regular

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



Page 227 of 626

attendance. Yes, signatures recorded. Yes, systematically recorded. Yes,

compliant with laws and by-laws.

10.Staff Details:
Provide a list of the bank’s Manager, Secretary, and other staff,
including their qualifications, salary scales, current salaries, and
duties. Are the Manager, Secretary, and staff trained? If not, what
training arrangements has the bank made? Are sufficient and

qualified staff employed for the bank’s operations?

Response: List included. No, see remarks (8). Yes, sufficient

qualified staff.

a. Are there any outstanding loans with the staff? Are any overdue?

If so, what steps have been taken to recover them?

Response: Yes. No overdue loans. Not applicable.
b. Has the bank established a Staff Provident Fund? Are rules for
the fund adopted? Is the fund maintained separately from the

bank’s operations?

Response: Yes. No rules adopted. Not applicable.
c. Has the bank obtained security bonds from staff responsible for
cash and stock, proportionate to their responsibilities? Are bonds
maintained with due care? Has the Managing Committee verified
the validity of the bonds? Are bonds periodically checked for
ongoing validity? I a package policy from a co-operative
insurance company is taken, is it active and properly stored?

Obtain a certificate from the bank and maintain it in records.

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



Page 228 o 626

Response: No, see remarks (9). No. see remarks (10).
d. Are the duties of the staff determined considering the bank's

operational efficiency? Note any deficiencies.
p

Response: See remarks (11).

11.Accounting Records:
Does the bank maintain all required accounting ledgers as per law
and its activities? Provide a list of maintained ledgers. Are ledgers
written accurately and regularly, with responsible officers’
signatures where required?
Response: Yes. List obtained. Yes, accurately written. No, see

remarks (12).

12.Cash Book:
a. Is the cash book wriiten daily and regularly, with daily closing
balances correctly calculated? Are signatures of responsible officers

obtained daily for the closing balance?

Response: Yes. Yes. Yes.

b. Who holds the bank’s cash balance? Are adequate safety measures in
place? Has the Managing Committee passed a resolution specifying who
holds the cash and the amount? If so, provide the resolution date and
number. Is the specified cash limit sufficient for the bank’s activities?
Has the limit been violated by holding excessive cash without reason for
extended periods? If so, obtain explanations from the Managing

Committee.
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Response: Cashier. Yes. Yes, see remarks (13). Resolution No. 4 dated
19/04/1997, cash limit Rs. 15 lakh (Head Office). Yes, Bilimora and
Chikhli branches have a cash limit of Rs. 15 lakh, Resolution No. 10(1)
dated 28/04/2000. No violation. Not applicable.
c. Was the cash balance counted on the audit date, and does it match the
cash book balance for that day? Verify and note the date of counting, the
counted amount, and the name and designation of the officer presenting

the cash.

Response: Cash counted. Yes. On 05/10/2001, opening cash balance of
Rs. 12,26,215.99 was verified by Cashier Shri B.D. Kayastha, confirmed

accurate, and returned immediately.

13.Receipts:
Are receipts for deposits issued regularly? Do receipts have printed
numbers, or are numbers assigned and verified if not printed? Is a proper -
record of printed receipt books maintained? Are unused receipt books
accounted for properly? Is a new receipt book used only after the
previous one is exhausted? Are canceled receipts retained with original

copies, and is cancellation approved by an authorized officer?

Response: The institution conducts banking operations, minimizing

receipts and primarily using chequebooks.

14.Expenditure:
a. Verify expenditurc amounts in the cash book. Are receipts obtained,
sequentially numbered, and filed for each expenditure? Is necessary

approval obtained for each expenditure? Is expenditure controlled
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through a budget or other method? Note any objectionable or
extraordinary expenditures and obtain explanations from responsible

officers.

Response: Verified. Yes, but see remarks (14). Yes. Yes. See remarks
(15).

b. Is the bank’s total administrative expenditure proportionate to its

activities? What percentage is it of the working capital and total income?
Response: Yes. 11.1% of working capital, 92.46% of total income.

15.Borrowings and Deposits:
Has the bank obtained loans or deposits from external sources?
Are external loans within the by-law limits? If limits were
exceeded, was proper approval obtained, and were approval
conditions followed? Was the loan used for the intended purpose?
Are external loans repaid regularly as per conditions?

Response: No external loans. Deposits obtained. Not applicable.

16.Government Loans:
If the bank obtained a loan from the government, specify the
amount and purpose. Was it used for the intended purpose? Were
necessary agreements and loan deeds executed? Were loan
conditions followed? Are installments repaid regularly? If
installments were due during the audit period, provide payment
dates and challan numbers.

Response: No government loans obtained. Not applicable.
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17.Government Share Contributicns:
Has the bank received any share capital contribution from the
government? Were contribution conditions followed? Were share
certificates issued for government contributions? If dividends
were declared, was the dividend on government investments

remitted?
Response: No government share contribution. Not applicable.
18.Government Subsidies:

If the bank received a government subsidy, specify the amount,
receipt date, and purpose. Was it used for the intended purpose? If

not, obtain explanations from the Managing Committee.
Response: No government subsidy received. Not applicable.

19.Deposits:

Has the bank accepted deposits from members or non-members?
Compare the interest rate on deposits with the loan rate. If higher
interest is paid on deposits, explain why. Are proper receipts and
passbooks issued for deposits;! Are issued receipts reconciled with
the cash book? Are receipts obtained for repaid deposits? Are
deposit receipts and repayments regularly recorded in the deposit
ledger? Do individual deposit account balances match the general
ledger? Are confirmation letters obtained from depositors
periodically? Verify 10% or 50 confirmation letters (whichever is
less) with the deposit ledger. Is interest on deposits calculated
accurately? Verify. 10% of accounts.
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Response: Yes, deposits accepted. Rates compared. No higher
interest paid. Yes, receipts and passbooks issued. Receipts
reconciled. Yes, receipts for repayments. Yes, regularly recorded.
No, see remarks (16). Yes, interest calculated accurately. Verified

10% of accounts.

20.Bank Passbooks and Statements:

Are passbooks or bank account statements up to the audit date
maintained in records? If not, obtain updated passbooks or
statements. Are discrepancies between bank ledgers and
passbooks reconciled periodically? Obtain a bank balance

certificate for the audit date and maintain it in records.

Response: Yes, but see remarks (17). Obtained. Discrepancies
exist with other bank accounts, see remarks (18). Bank balance

certificate obtained and maintained, see remarks (19).

21.Investments:

Verify investments in securities, shares, or debentures. If
securities, debentures, or share certificates are held by a central
lending institution, verify their certificate. Does the bank maintain
an investment register? If so, reconcile it with the cash book. Is
interest on securities/debentures and dividends on shares collected
and credited regularly? If income tax is deducted from interest or
dividends, has it been reclaimed? Has the bank made provisions

for fluctuations in securities’ market values?
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Response: Verified. Verified. Yes, reconciled. Yes, collected

regularly. No, see remarks (20).
22.Profit and Loss:

What is the total profit for the last co-operative year? Was the
profit and loss statement prepared in accordance with laws,
regulations, and by-laws? Note any deficiencies. How was the

profit distributed?

Response: Profit for 1999-2000 (as of 31/03/2000): Rs.
3,71,396.36. Yes, compliant. No deficiencies.

Profit Distribution:

» Reserve Fund: 25%, Rs. 92,849.00

« . Education Contribution: 25%, Rs. 9,284.36

» Dividend: 12%, Rs. 2,69,263.00

» Total: Rs. 3,71,396.36
Was the profit distribution approved by the general body meeting?

Was it compliant with laws, by-laws, and Registrar’s orders? If the

bank incurred a loss or lower-than-normal profit, investigate and
specify the reasons.

Response: Yes. Yes. No loss or low profit. Not applicable.

23.Education Contribution:
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Has the bank allocated the education contribution as per law and
remitted it to the District Co-operative Board? If not, specify the

outstanding amount and provide a year-wise list.

Response: Yes, allocated and remitted. No outstanding amount.

24 Dividend:

Specify the declared dividend rate. Did the general body increase
the dividend rate recommended by the Managing Committee? Was
the dividend calculation accurate? Verify 10% of accounts.
Specify the amount of unclaimed dividends. Are provisions in the
by-laws for managing long-pending unclaimed dividends

followed?

Response: 12%. No increase. Yes, accurate. Verified 10%. List
included. [No response on by-law provisions, likely included in

remarks].

25.Dead Stock Register:

Is the dead stock register updated to the audit date? s appropriate
depreciation recorded for dead stock and other depreciable assets

owned by the bank?

Response: Yes, but see remarks (21).

26.Financial Statements:

Obtain receipts, expenditure statements, trading accounts, and

profit and loss statements from the last audit date to 31/03, and
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from 01/04 to the current audit date. Obtain balance sheets for
30/06 and the audit date. Attach copies to this report. If a balance
sheet for the audit date is unavailable, obtain a trial balance.
Respohse: Obtained. List included.
a. Does the balance sheet presented at the annual general meeting
accurately reflect the bank’s financial position? If not, note

discrepancies.
Response: Yes, no issues.

b. Verify the recoverability of receivables and payables in the audit
date’s balance sheet or trial balance. Obtain detailed lists of
receivables and payables, signed by a responsible officer, and

maintain them in audit records.

Response: Verified where possible. List included. Maintained in

records.

27.Legal Violations:

Were any laws or by-laws violated? If so, specify the sections.
Response: Yes, By-Laws 1(A)(4), 4(8), 5(4), 35, 35(16), 23(1),
36(1)(2)(3), 36(K), 37(2), 39, 40.

28.Audit Fees:

Are previous years’ audit fees outstanding? Have current year’s
audit fees been paid? If pald, provide the payment date and challan
number. If not, ensure outstanding fees are paid to the treasury

during the audit, obtain a challan copy, and maintain it in records.
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Response: No outstanding fees, as audited by a certified auditor.
Current year’s fees of Rs. 10.500 paid on 19/09/2001 at SBI,

Gandevi.

29.Administrative Inspections:

Were inspections conducted by administrative authorities during
the audit period? If so, provide the inspecting officer’s name and
designation. Are inspection reports maintained in the bank’s
records? Have their suggestions been implemented?

Response: No inspections conducted, as the institution is an urban

co-operative bank.

30.Progress of Objectives:

Has the bank made satisfactory progress toward achieving its
objectives during the audit period? Provide comparative data for
the last three years. If progress is unsatisfactory, investigate and
specify the reasons.

Response: Yes. List included. Not applicable.

31.Managing Committee Members as Traders:

Are any Managing Committee members engaged in trading?

Response: No

32.0fficers as Traders:

Are any bank officers engaged in trading?

Response: No.
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33.Details of Trading by Committee Members or Officers:
If any committee member or officer is engaged in trading, provide
details.

Response: No such instances noted.

34.Use of Bank Cash for Trading:
Do any officers use the bank’s cash for trading activities?

Response: No, no such instances noted.

35.General Remarks:
Included.

Serial No. Ashna/01/235/2001
Office of the Special Auditor, Co-operative Societies, Navsari
Date: 30/10/2001

Submitted and forwarded to:
1. The Joint Registrar and Special Auditor

Co-operative Societies (Division), Vadodara

Forwarded with compliments to:
2. The Chairman/Manager
The Gandevi People’s Co-operative Bank Ltd, Gandevi

_Taluka Gandevi, District Navsari
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Institution Name: The Gandevi People’s Co-operative Bank Ltd., Gandevi
Audit Period: 01/04/2000 to 31/03/2001
Audit Report
Part 2
Urban Co-operative Banks and Societies
1. Deposits and Transactions:
Does the bank handle transactions for current accounts, savings
accounts, and fixed deposits? Have necessary rules been framed for these
transactions, and are they duly followed?
Response: Yes.
Yes, rules are framed and followed.
a. Are receipts obtained for deposits repaid, and have these been verified?

Specify the percentage of receipts checked.

Response: Yes, receipts obtained and verified.

[Percentage not specified, assumed verified as per audit].
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b. Are deposits received and repaid accurately recorded in individual

account ledgers? Specify the percentage of accounts verified.

Response: Yes, accurately recorded.

[Percentage not specified, assumed verified as per audit].
c. Obtain a list of deposit balances from individual accounts and
reconcile them with the general ledger’s deposit balances. Note any

discrepancies and obtain necessary explanations.

Response: List obtained and reconciled.

Discrepancies exist, see remarks (16).

d. Has the bank maintained adequate fluid resources during the audit
period to ensure timely repayment of deposits? If insufficient, what plans
have been made to address the shortfall? Are quarterly statements
regularly submitted to relevant authorities?

Response: Yes, adequate resources maintained.

No shortfall noted.

Yes, statements are regularly sent to the Reserve Bank of India (RBI).

e. Does the bank maintain schedules specifying repayment dates for

fixed deposits and loans?

Response: No external loans, so not applicable.
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f. Does the bank accept deposits from local institutions? If so, has
necessary permission been obtained from the authorities? If permission
exists, is there an approved limit for such deposits, and has this limit been

violated? Note any violations.

Response: Yes, deposits accepted.

Yes, permission obtained.

[No mention of limit violations, assumed compliant].

. Loan Limits:

Specify the overall loan limits for different activities and individual loans

as per the bank’s by-laws. Note any violations of these limits.

Response:

Cash Credit and Individual Deposits: Rs. 7,00,000/-
Housing Loan: Rs. 5,00,000/-

[No violations noted].

. Loan Compliance:

Are loans disbursed in accordance with laws, regulations, by-laws, and
periodic instructions from the authorities? Have necessary loan
agreements been obtained for loans disbursed during the audit period?
Are they registered where required, with adequate stamp duty?

Reconcile loan agreements with loan ledgers and disbursement records.
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Response: Yes, compliant with laws and instructions.

Yes, agreements obtained.

Yes, registered with adequate stamp duty.

Reconciled.

. Member Creditworthiness:

Does the bank thoroughly assess members’ creditworthiness before
determining their credit limits? Is a register maintained showing the
credit limits of each member as a principal borrower and guarantor?

Response: Yes, creditworthiness assessed.

Yes, register maintained.

. Loans Against Immovable Property:

For loans secured against immovable property, is the property’s value
periodically' reassessed? Are legal opinions obtained from experts
regarding ownership rights and property value? Is there any prior
encumbrance on the secured property? Verify.

Response: Yes, value periodically reassessed.

Yes, legal opinions obtained.
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No prior encumbrances noted.

. Loans Against Goods or Gold/Silver:

Does the bank provide loans against goods or gold/silver omaments? If
s0, have rules been framed and approved by the authorities? Verify if
loans are disbursed as per approved rules.

Response: Yes, loans provided.

Yes, rules framed and approved.

Yes, disbursed as per rules.

. Valuation of Secured Assets:

Are necessary precautions taken when valuing goods, gold/silver, or
securities used as collateral? Is an appropriate bond obtained from the
valuer?

Response: Yes, precautions taken.

Yes, bond obtained.

. Collateral Register:

Is a register for goods, gold/silver, or securities taken as collateral

maintained in the prescribed format? Reconcile register entries with loan
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ledgers. Is the value of collateral periodically verified, and is the margin
between the collateral value and loan amount maintained as per

standards? Note any instances where standards were not followed.

Response: Yes, register maintained.

e 00 00

Reconciled with loan ledgers.

Yes, value periodically verified.

No instances of non-compliance noted.

9. Bill Discounting:

¢S

Does the bank engage in bill discounting? If so, have necessary rules
been framed and approved by the authorities? Are operations conducted
as per approved rules? Is a prescribed register maintained? Verify. Note

any instances of bills returned unaccepted. For usance bills on hand,

verify if loans against them are within approved limits. Note any limit
violations. Are individual credit limits for bill discounting determined
after thorough creditworthiness checks?

Response: No such transactions noted during the audit period.

10.Loan Recovery:

Are loans recovered on time? Are extensions granted only for valid

reasons? Is the guarantor’s consent obtained for extensions?
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Response: Yes, recovered timely.

Extensions granted with proper documentation, including renewals.

11.0verdue Loans:

Verify the loan ledger and prepare a list of loans overdue for more than

two months without repayment or extension by the Managing

Committee, as per Section 222 of the law.

Response: List included.

Classification of Overdue Loans:

a. Overdue for more than five years: Rs. 56.86 lakh

b. Overdue for 3—5 years: Rs. 28.31 lakh"

c. Overdue for less than 3 years: Rs. 60.95 lakh

Security Classification:

a. Secured with adequate collateral (fully secure): Rs. 113.96 lakh

b. Secured with personal guarantees: Rs. 26.69 lakh

c. Doubtful recovery: Rs. 5.47 lakh

12.Provisions for Doubtful Loans:

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



Page 245 of 626

Has tire bank made adequate provisions for doubtful and non-performing

loans? If so, specify the amount.
Response: Yes.
Provision: Rs. 29.51 lakh.

gD 13.Recovery Actions:

Have necessary steps been taken to recover overdue loans? If not,

investigate the reasons.
Response: Yes, steps taken.
14.Arbitration Actions:

If arbitration proceedings were initiated, specify the total amount

involved. Provide details:
Response: Rs. 4.54 lakh, 82 cases.

1. Arbitration orders at the start of the audit period: Rs. 3.79 lakh, 9 cases.
Orders obtained during the audit period: Rs. 4.91 lakh, 11 cases.
Orders sent for execution by the audit date: Rs. 1,73 lakh, 3 cases.
Amount recovered during the audit period: Rs. 0.21 lakh.

Orders pending execution, with amount involved, and reasons for delay:

nou s W N

cases, [amount not specified, reasons investigated].
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15.Loans to Officers or Related Entities:

Have loans been granted to bank officers or entities related to them? If

S0, specify the total amount and any overdue amounts.

Response: Yes, loans granted.

List included, [no overdue amounts specified].

16.Officers as Guarantors:

If officers are guarantors for loans, specify the total amount guaranteed.

Response: No guarantees by officers.

17.No Relevant Cases:

[item 16 is marked as “No relevant cases,” possibly a formatting error or

skipped question].

18.Investment Compliance:

Has the bank made investments as per its approved loan policies? If

discrepancies exist, obtain explanations.

Response: Yes, compliant.

No discrepancies noted.

19.Interest Rates:
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Verify the interest rates applied to loans and deposits. Has a provision
been made for interest payable on fixed deposits? If interest on overdue
loans is credited to the profit and loss account, has an adequate provision
been made? If not, obtain explanations.
Response: Verified.
Yes, provision made for fixed deposit interest.
Yes, provision made for overdue loan interest.
Not applicable.

20.Passbooks:
Are passbooks issued to depositors, and are they periodically reconciled
with individual ledgers by a responsible officer with abbreviated
signatures? Verify passbooks.
Response: Yes, issued.
Yes, reconciled with signatures.
Verified.
a. Are balance confirmation letters obtained from depositors and

borrowers at least annually? If obtained, verify 10% or 50 confirmation

letters (whichever is less) with individual ledgers.
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Response: Yes. obtained.

Verified.

21.Bank Branches:
Has the bank opened any branches? Are adequate oversight

arrangements in place for branches?
Response: Yes, branches exist.

No new branches opened during the audit period. Bilimora and Chikhli

branches were opened in previous years.
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The Gandevi People’s Co-operative Bank Ltd., Gandevi

Address: Gandevi, Taluka Gandevi, District Navsari

Audit Period: 01/04/2000 to 31/03/2001

General Remarks, Part 1

The Gandevi People’s Co-operative Bank Ltd., Gandevi, Taluka
Gandevi, District Navsari, Registration No. 16658/7, dated 07/07/1951,
is a registered co-operative institution. The statutory audit for the period
from 01/04/2000 to 31/03/2001, conducted under Section 84 of the Co-
operative Societies Act, has been completed based on the accounting
records, documents, information provided, and oral explanations

furnished by the bank’s General Manager and Accountant.

Operational Area:

The bank’s operational area, as per By-Law 3, is divided into three

divisions as follows:

. Gandevi Division:

Includes the areas of Gandevi, Valoti, Torangam, Ajrai Hoj, Vadsangal,

Nani Khergam, Changa, Dhanori, and Pathari Gram Panchayats.

2. Bilimora Division:
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Includes the Bilimora Municipal area, as well as Talodh, Devsar,
Nandarkha, Antaliya, G.I.D.C., Chikhli, Samaroli, Thala, Khundh,
Majigam, Alipor, Degam Chasa, Suyvad, Bamanvel, Rahevaniya,
Manekpor, Rankuva, Khergam (Chikhli), Dhobikuva, Vansda, Unai, and
Khambhla (Unai) Gram Panchayats.

. Amalsad Division:

Includes the areas of Amalsad, Saribujrang, Vasan, Kotha, Devdha,

Taliyara, Dhamdacha, Gandhor, and Katholi Gram Panchayats.

Objectives:

The bank aims to assist its members, traders, artisans, and other citizens
by providing loans against suitable securities for their trade, industry,
employment, cottage industries, and small-scale industries, and to

encourage their development.

Loans are granted against gold and silver ornaments, immovable
property, government securities, hypothecation, vehicles, and machinery.
The bank accepts deposits from members and non-members and
conducts banking activities in accordance with the provisions of the

Banking Regulation Act.
Membership:
At the start of the audit period, the bank had 13,141 members. During

the audit period, 811 new members were added, while 39 members were

removed due to share transfers or other reasons. As of 31/03/2001, the
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total number of members stood at 13,913, Additionally, there were 373

nominal members during the audit period. -

Share Capital:

The nominal value of the bank’s shares was previously Rs. 25/-. Prior to
the audit period, the bank increased the nominal value to Rs. 100/- per
share. The authorized share capital is Rs. 60,00,000/-. As of 31/03/2000,
the paid-up share capital was Rs. 43,22,600/-. During the audit period,
there was an increase of Rs. 16,09,300/-, while Rs. 2,79,825/- was
refunded, resulting in a paid-up share capital of Rs. 56,52,075/- as of
31/03/2001.

Reserve Fund and Other Funds:

As of 31/03/2000, the reserve fund and other funds totaled Rs.
1,06,65,942/-. By 31/03/2001, this increased to Rs. 1,16,52,927/-,
reflecting an increase of Rs. 9,86,985/- during the audit period.
Deposits:

As of 31/03/2000, total deposits were Rs. 13,13,84,045/-. By
31/03/2001, they rose to Rs. 15,11,96,668/-, an increase of Rs.
1,98,12,623/- during the audit period.

Loans:

As of 31/03/2000, total loans outstanding were Rs. 7,00,24,943/-. By
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31/03/2001, they increased to Rs. 9,92,20.323/-, an increase of Rs.

2,91,95,380/- compared to the previous year.

Overdue Loans:

As of 31/03/2000, total overdue loans amounted to Rs. 1.06,29,403/-. By
31/03/2001, overdue loans rose to Rs. 1,46,11.,528/-, an increase of Rs.
38,82,125/- during the audit period. Overdue loans constitute 14.72% of

total loans. The classification of overdue loans is as follows:

. 1 to 3 years: Rs. 60.95 lakh
. 3 to 5 years: Rs. 28.31 lakh
. Over 5 years: Rs. 56.86 lakh

Arbitration cases totaling Rs. 42.54 lakh have been filed against 82
members. At the start of the audit period, 9 arbitration orders involved
Rs. 3.79 lakh. During the audit period, 11 orders were obtained for Rs.
4.91 lakh, and 3 orders involving Rs. 1.73 lakh were sent for execution.
A recovery of Rs. 0.21 lakh was made, which is significantly low. The

bank is requested to undertake intensive efforts to recover overdue loans.

Non-Performing Assets (NPA):

As 0f 31/03/2001, the bank’s total loans of Rs. 9,92,20,323.37/- included
91.02% standard assets (Rs. 903.11 lakh). For the remaining 8.98%, a
provision of Rs. 29.51 lakh has been made as per RBI guidelines. As of
31/03/2000, provisions were Rs. 23.14 lakh, and an additional Rs. 6.37
lakh was provided during the audit period, achieving 100% provisioning

for NPAs. Overdue interest of Rs. 61 ,38,976/- remains outstanding.
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Priority/Weaker Sector Lending:

Of the total loans (Rs. 9,92,20,323/-), Rs. 5,78,35,580/- (68.71%) were
disbursed to the priority sector, and Rs. 3,39,03,217/- (58.62% of priority
sector lending) to the weaker sector. Of the priority sector loans, 13.76%

are overdue, and of the weaker sector loans, 15.88% are overdue.

Deposits:
As of 31/03/2000, total deposits were Rs. 13,13,84,045/-. By .
31/03/2001, they increased to Rs. 15,11,96,668/-, an increase of Rs.
1,98,12,623/-. The breakdown is as follows:

Sr. Account 31/03/2000 31/03/2001

No. Type (Rs.) (Rs.)
Fixed

1 10,66,67,202.95 12,19,39,994.12
Deposit
Savings

2 1,87,37,654.41 2,27,81,148.75
Deposit
Current

3 _ 37,39,853.85 35,61,738.07
Deposit
Staff

4 Provident 22,39,334.00 29,13,787.00
Fund

As of 31/03/2001, fixed deposits constitute 80.65% of total deposits,
savings deposits 15.06%, while current deposits show a decline. Total
loans (Rs. 19,92,20,323/-) are 65.62% of total deposits (Rs.
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15,11,96,668/-). High-interest deposits increased significantly, while

low-interest deposits decreased during the audit period.
Profit and Loss Statement:

In 1999-2000, interest income was Rs. 1,61,51,142/-, increasing to Rs.
2,02,29,780/- in 2000-2C01 . Interest expenditure was Rs. 88,15,600/- in
1999-2000, rising to Rs. 1,08,78,508/- in 2000-2001. Staff salary and
allowance expenses were Rs. 24,69,647/- in 1999-2000, increasing to
Rs. 37,13,356/- in 2000-2001. Provisions of Rs. 6.37 lakh for NPAs and
Rs. 3.63 lakh for a building fund were made in 2000-2001. Additional
expenses (court fees, lawyer fees, rent, taxes, insurance, electricity,
postage, telephone, and miscellaneous) also increased. The net profit for
2000-2001 was Rs. 1,35,214.55/-, significantly lower than the previous

year.
Balance Sheet:

The bank’s balance sheet as of 31/03/2001 reflects the following
financial position (in Rs. lakh):

Liabilities Amount Assets Amount

Share Capital 56.52 Cash Balance 280.79
Balances with

Reserve Fund 43 41 13:31
Other Banks

Building Fund
and Other 73.12 Investments 292.18
Funds
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Liabilities Amount Assets Amount
Payable Interest 1511.96 Loans 992.20
Overdue Receivable
17.46 120.09
Interest Reserve Interest
Bill Collection 6.29 Bill Collection 6.26
Other Branch
17.05 2.16
Liabilities Adjustments
Net Profit 1.35 Building 30.65
Dead Stock . 2547
Computers 7.87
Other Current
17.55
Assets
Total 1788.56 Total 1788.56

Investments:

The bank has invested Rs. 212 lakh in co-operative institutions,
government securities, etc., against its own funds of Rs. 123 lakh. This
results in an investment ratio of 173%, which is excessive and not in the
bank’s interest. The bank is requested to regulate investments as per

norms to avoid future reliance on external funds for lending.

Cash Balance:

a. Balances with Other Banks: During the audit period, some bank

accounts with other banks showed no transactions, leaving funds idle and
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causing financial loss. It is recommended to reconcile and close these

dormant accounts.

b. Post Office Accounts: Lack of attention to post office investments has
led to expenses without transactions, causing losses. The board’s

attention is drawn to closing this account immediately.

c. Adhesive Stamps: Verification revealed Rs. 1,675/- worth of adhesive
stamps unused for a long period, resulting in financial loss due to non-

disposal. The bank is instructed to take necessary disposal actions.
Receivable Interest:

As 0f 31/03/2001, receivable interest totaled Rs. 1,20,09,202/-, with Rs.
1,04,16,934/- from loans, of which Rs. 61,38,976/- (59%) is overdue.
This is excessive, and the board’s special attention is drawn to

continuously review recovery efforts.
Account Discrepancies:

Discrepancies exist between balance books and general ledgers for
accounts such as Current Account, Recurring Account, Fixed Deposit
Account, Overdraft, Mortgage Loan, Clean Loan, Fixed Deposit, NSC,
KVP, Ornaments, Machinery, HP 1, HP 2, Housing Loan, Suvidha Loan,
and Daily Deposit Loan. Some discrepancies have persisted for a long
time, preventing the balance sheet from reflecting the true financial

position. The board’s attention is drawn to reconciling these accounts.

Branches:
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1. Chikhli Branch:
o Total Deposits: Rs. 2,04,08,927/-
o Total Loans: Rs. 2,36,31,639/-
o Total Income: Rs. 27,18,199/-
o Total Expenses: Rs. 23,08,563/-
o Profit: Rs. 4,09,626/-

2. Bilimora Branch:
o Total Deposits: Rs. 3,29,84,668/-
o Total Loans: Rs. 3,82,02,988/-
o Total Income: Rs. 44,20,752/-
o Total Expenses: Rs. 35,22,498/-
o Profit: Rs. 9,98,254/-

Both branches have been operational for the last two years. Investments
in buildings are Rs. 11,25,951.69/- for Chikhli and Rs. 19,62,979/- for
Bilimora. Loan disbursements exceed deposits in both branches,
primarily due to loans transferred from the Gandevi Head Office to these
branches for borrowers’ convenience. Chikhli has negligible overdue
loans, while Bilimora has Rs. 24,94,119/- in overdue loans, mainly from
transferred accounts. The board is requested to file arbitration cases for

all overdue amounts.

Administration:

During the audit period, the Board of Directors held 20 meetings, the
Renewal Committee 18 meetings, the Branch Committee 12 meetings,
and the HP Committee 13 meetings. The Annual General Meeting was
held on 30/09/2000, delayed beyond the stipulated period, but necessary
permission was obtained. The head office operates from a rented building

(Jamunadas Khatri’s property) due to the lack of its own premises.
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The board is recommended to review the following during meetings, in

addition to routine operations, as per by-laws:

. Cash reserves and liquid assets.

Overdue loans and recovery actions.

. Long-pending account balance discrepancies, bank reconciliations, and

budget implementation as per by-laws.

The following sub-committees were noted during the audit period:

Supervision Committee

Branch Committee

HP Committee

Overdraft Renewal Committee
Machinery Valuation Committee
Staff Committee

Bilimora Branch Advisory Committee
Chikhli Branch Advisory Committee

Recovery Committee

Some sub-committees were inactive during the audit period, and a lack
of unity among board officers was observed, potentially impacting the
bank’s progress. The board’s special attention is drawn to fostering
cooperation and unity among officers to contribute to the bank’s

advancement.

The duties of all employees should be clearly defined, and an internal

control system implemented to monitor performance. Most employees

File 2 of 2 of CC No. 2778 0 2004 Gandevi PS



Page 259 of 626

are untrained, and arrangements for their training are recommended. The
bank benefits from an experienced and diligent General Manager,

supported by capable officers and a hardworking, skilled accountant.
With necessary coordination, cooperation, and diligent performance by
officers, staff, and employees, the bank’s progress and administration are
certain to improve further.

Audit Classification:

Considering the Co-operative Societies Act, by-laws, financial position,

administration, accounting operations, loan recovery, overdue loans, and

achieved marks, the bank’s Audit Classification ‘A’ is retained.
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Institution/Bank Name: The Gandevi People’s Co-operative Bank Ltd.,
Gandevi

Audit Period: 01/04/2000 to 31/03/2001

General Remarks

Part 2

Assurances and Recommendations

The statutory audit of The Gandevi People’s Co-operative Bank Ltd.,
Gandevi, Taluka Gandevi, District Navsari, for the period from
01/04/2000 to 31/03/2001 has been completed. During the audit,
deficiencies were rectified in person to the extent possible. However,
certain remaining deficiencies, as listed below, need to be addressed. It
is requested that these be rectified, the réecommended actions
implemented, and a compliance report, along with a copy of the
resolution approved in the Board of Directors’ meeting, be submitted in

three copies in the prescribed format within three months.
. Compliance with Previous Audit Report (1999-2000):

The compliance report for the audit findings of the year 1999-2000,
which should have been submitted to the respective auditor within the
stipulated time, has not been reported as submitted. It is instructed to
ensure that compliance reports are sent within the prescribed time limit
with special care. Additionally, the suggestions provided in previous

audits have not been strictly implemented, which is inappropriate.
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Several deficiencies have been repeated. It is instructed to take special
care to ensure full and strict implementation of the assurances noted in
the audit report.

2. Membership Application Deficiencies:

During the audit period, written applications of newly admitted members
have not been assigned sequential numbers based on the admission date
or filed systematically. In most cases, the applications lack complete
details, which is not appropriate. It is instructed to ensure that all details
in applications are fully and carefully completed. Examples of

deficiencies include:

Member
Sr. Applicant Deficiency
Application
No. Name Details
No.
Different address
Said  Ismail ) L.
1 15633 in application and
Sheikh )
residence proof.
' No nominee
2 15638 Vipul H. Patel .
appointed.
Sharmilaben No nominee
3 15639 .
B. Patel appointed.
) No nominee
Vikal N.
4 15662 appointed;  age
Gupta .
not specified.
Nataraj Velvet No registration
9 15663
Ind. certificate.
Mukesh R. No age or
6 15666
Patel residence proof.
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Member
Sr. Applicant Deficiency
Application
No. Name Details
No.
Dhiren K. No nominee
7 15682 .
. Bhavsar appointed.
Babubhai U. No nominee
8 15684 )
Patel appointed.
No mention of
Ranjanaben
whose presence
9 15685 M. )
the  thumbprint
Patwardhan
was taken in.
No nominee
Ashok C: )
10 15686 appointed; no
Shah .
residence proof.
. No nominee
Manjula A, .
11 15687 appointed; no
Shah )
residence proof.
- Age not specified
. Jayantilal D. ) )
12 15690 in application; no

Choksi
residence proof.

3. Additionally, for cases where the applicant’s age is stated as 20 years or

less, it is instructed to maintain a practice of obtaining necessary proof
of date of birth.

4. Resignation and Deceased Member Issues:

a. During the audit period, resignation applications from members Jack
clear reasons or supporting evidence. It is instructed to obtain complete
details and verify them before approving such applications. Additional ly,

resignation applications do not specify the date and resolution number of
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the board’s approval, which should be recorded.
b. For members removed due to death, death certificates are missing in
some cases. It is instructed to obtain necessary proofs for inheritance
claims, verify all details, and proceed with further actions only after

thorough scrutiny.

c. In cases of deceased members, indemnity bonds obtained from heirs
vary in amounts, and in some instances, they are prepared on plain paper
with revenue stamps, which is inappropriate. It is instructed to obtain
indemnity bonds on stamp paper as per the bank’s norms before

proceeding.

5. Membership Register and Nominee Details:
The membership register shows several cases where nominee details are
yet to be recorded. It is instructed to update the membership register with
nominee details for all members and maintain it systematically. For new
members, ensure that nominee names are mandatorily included in

applications with special care.

6. Share Nominal Value Discrepancy:
As per By-Law 7, the bank’s shares are divided into 80,000 shares of Rs.
25/- and 40,000 shares of Rs. 100/-. It is stipulated that new members
will not be issued Rs. 25/- shares. The existence of two share
denominations (Rs. 25/- and Rs. 100/-) creates inconsistency. To
maintain uniformity and avoid future disputes, it is instructed to amend
the by-law to standardize one nominal share value and take necessary

action to climinate this discrepancy.

7. Pending Share Certificates:
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During the audit period, share certificates for many newly admitted and
existing members have not been issued. It is instructed to issue these

certificates promptly.

. Share Refund Deficiencies:

When refunding share amounts to members removed due to resignation
or death, the practice of retrieving, canceling, and obtaining signatures
from responsible officers on share certificates is not consistently
followed. In several cases, original share certificates were not obtained.

Examples include:

Sr | Member | Member Ndame | Missing Details

No | No

I [ 7965 Shivprasad R. | Out of 54 share certificates, 50 are
Yadav missing

2 | 7907 Shantaben Death certificate, share certificate,
Khandubhai indemnity bond, authorized
Desai heirship proof missing

3 | 7909 Mrudulaben M. | Death certificate, share certificate,
Desai indemnity bond, authorized

heirship proof missing.

4 11339 Manharlal M. | Share certificate missing
Zaveri

5 |457 Parsottambhai | Witness details, occupation not
H. Gandhi mentioned; indemnity bond, share

certificate No. 4 missing

6 (3098 Maniben Share certificate No. 4 missing
Chhabildas
Gandhi

7 | 3426 Shardaben Share certificate No. 2 missing; no
Balkrishna officer’s verification on application
Shukla

8 [6810 Arvind R. Shrofi | Share certificate No. 12 missing
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9 |378 Ramyjibhai Share certificate No. 36 missing
Dhanjibhai Rana

10 | 1639 Dharesh Share certificate No. 20 missing;
Dhirubhai indemnity bond not on stamp paper
Adhwaryu

11 | 1093 Dhirubhai Share certificate No. 12 missing;
Himmatbhai indemnity bond not on stamp paper.
Adhwaryu

12 | 1683 Hasmukhben Share certificate No. 1 missing
Chandulal
Bhavsar

13 | 749 Dhelabhai Guarantor signatures and details

Narsinh Tailor | missing; indemnity bond not on
stamp paper.

14 | 14097 Maganbhai Thumbprint in application and
Bhikhabhai indemnity bond lacks details of
Patel whose thumbprint and in whose

presence; no proof of share
payment; share certificate No. 1

missing
15 | 1175 Chhotalal Witness signatures and details
Maganlal missing; share certificate
Gandhi
16 [ 11162 Jayantilal Application for dividend credit, but

Chhotalal Patel |share amount refunded and
membership  terminated; share
certificate No. 40 and other proofs

missing
17 | 854 Ratanben No officer’s endorsement;
Gokaldas Khatri | witness/guarantor details,

indemnity bond, heirship proof,
share certificate No. 2, and payment
proof missing

18 | 7292 Salmaben No officer’s endorsement;
Hamimiyan witness/guarantor details,
Sheikh indemnity bond, heirship proof,

share certificate No. 13, and
payment proof missing,

Additionally, some applications and neccssary proofs for share relunds

are missing (e.g., Member Nos. 601, 5809, 599, 855, 6380, 13890,
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13917, 14205, 5333, 4261, 14631, etc.). It is instructed to present these

during the next audit.

9. Staff Training:
Only the General Manager has passed the co-operative education
examination. Other officers and employees lack co-operative training or
education, which is essential for serving customers effectively. It is
instructed to arrange necessary co-operative training for all officers and

employees.

10.Cash Balance Security:
The bank has set a cash balance limit of Rs. 15 lakh, but the security
bond obtained from the employee responsible for cash is significantly
low. It is instructed to obtain a new security bond proportionate to the

cash limit.

11. Verification of Security Bonds:
Security bonds have been obtained from officers and employees, but the
committee has not annually verified their validity and existence. It is
instructed to establish a practice of passing a resolution each year to

confirm the bonds’ validity.

12.Staff Duties and Internal Controls:
The duties and responsibilities of each officer and employee should be
clearly defined and communicated. It is instructed to strictly implement
an internal control system as per RBI guidelines to monitor the bank’s

operations.

13.Accounting Signatures:
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14.Supplementary ledgers, registers, and vouchers maintained for
accounting purposes lack regular signatures from responsible
officers/employees. It is instructed to ensure regular signatures with due

care.
15.Annual Cash Limit Resolution:

Resolutions for cash balance limits at the bank and its branches are not
passed annually. It is instructed to pass such resolutions each year with

care and ensure implementation.

16.Expenditure Voucher Deficiencies:
Vouchers for expenditures lack voucher numbers, detailed descriptions,
and, in some cases, approval signatures. It is instructed to maintain
detailed information on all vouchers and ensure signatures from

responsible officers.

17.Unprovisioned Expenses:
Lawyer fees for property purchases from 1998-99, incurred in the
current year, lack prior provisioning, which is not evident. It is instructed

to take special care to provision for such expenses.

18.Ledger Discrepancies:
As of 31/03/2001, discrepancies exist between the general ledger and
balance books for the following accounts, which should be resolved
protptly:
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Account Name

Current Account

Recurring Deposit

Account

Fixed Deposit Account

Overdraft Mortgage
Overdraft Clean

HP 1 (Hypothecation)

19.Missing Bank Statements:

Bank statements for March 2001 for the following banks were not

Discrepancy as

31/03/2001 (Rs.)

2.323.31

5.500.00

12,691.55

62,585.04
31.394.68
450.00

of

available, preventing transaction verification. It is instructed to promptly

obtain these statements and present them at the next audit:
1. Bank of Baroda, Mumbai
2. Punjab National Bank, Surat

3. Bank of Baroda, Jawahar Road Branch, Bilimora
4. Bank of India, Bilimora

20.Bank Account Discrepancies:

Discrepancies were observed in the bank’s accounts with the following

banks as of 31/03/2001. It is urgently instructed to reconcile these

accounts and eliminate the differences:
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Sr. Discrepancy as of
Bank Name
No. 31/03/2001 (Rs.)
| State Bank of India, Gandevi 3,35.466/-
2 Bank of Baroda, Mumbai 16,040.14
3 Bank of Baroda, Bilimora 22,500.92
4 Dena Bank, Gandevi 3,351.85
5 Bank of Baroda, Gandevi 1,03,965.26
6 Bank of Baroda, Navsari 2,11,004.23
7 Bank of Baroda, Bilimora 21,318.68
Gujarat Industrial Co-op. Bank
8 16,649.15
Ltd., Bilimora
The Surat District Co-op. Bank
9 3,09,241/-
Ltd., Surat
S.B. Pardi People’s Co-op.
10 79.36
Bank Ltd., Vapi

The Valsad District Central
I 21,373.61
Co-op. Bank Ltd., Valsad

The Valsad District Central
12 607/-
Co-op. Bank Ltd., Gandevi

The G.S.C. Bank Ltd,

13 48,112.02
Ahmedabad
14 HDFC Bank, Surat 24,35,261.80
21.Missing Bank Balance Certificates:

Balance certificates for March 2001 (as of 31/03/2001) for the following
banks were not available. It is instructed to promptly obtain these
certificates and present them at the next audit:

1. Punjab National Bank, Surat

2. The Surat People’s Co-op. Bank Ltd., Surat

3. HDFC Bank, Surat
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22.Investment Tax Refunds and Provisions:

No income tax was deducted on investments during the audit period.
However, Rs. 5,55,686.32/- deducted in previous periods remains
unrefunded. Tt is instructed to take action to recover this refund.
Additionally, as per RBI guidelines, a price fluctuation fund should be
established for investments subject to market volatility, which has not
been done. It is instructed to provision for such a fund henceforth.
Original share certificates for government securities investments were
not available, as they were sent for name transfer. These should be

obtained.

23.Dead Stock Register:

The head office maintains a dead stock register, but it is incomplete, lacks
prescribed format details, and has unnumbered pages. The total dead
stock value as of March 2001 is not ascertainable from the register, which
is inappropriate. It is instructed to promptly update the register with
complete details in the prescribed format and present it at the next audit.
Additionally, obsolete and deteriorated dead stock should be segregated,
a board resolution passed for its disposal, and auctioned, with necessary

entries made in the register.

24.Income Tax Refund:
The balance sheet as of 31/03/2001 shows Rs. 5,55,686.32/- as
refundable income tax, pending recovery. It is instructed to take prompt

action to recover this amount.

25.Adhesive Stamps:
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As of 31/03/2001, the head office’s adhesive stamp balance is Rs.
33,662/-, of which Rs. 1,675/- remains unused for a long period, as
detailed below. It is instructed to verify with the treasury whether these
stamps are usable; if unusable, calculate the financial loss to the bank

and take disposal action.

Sr. Quantity & Amount
Year  Date Description

No. Denomination (Rs.)
Promissory

1 1978 18/10/78 Note  for 50xRs. 14 700.00
Loan
Promissory

2 1982 02/02/82 Note  for 10xRs. 7 70.00
Loan
Promissory

3 1982 24/06/82 Note  for 10xRs. 6 60.00
Loan
Promissory

4 1985 23/12/85 Note  for 10xRs. 1 10.00
Loan
Promissory

5 1986 23/12/86 Note  for 10xRs. 6 60.00
Loan
Promissory

6 1987 26/01/87 Note  for 10xRs. 3 30.00
Loan
Promissory

7 1987 04/06/87 Note  for 10 x Rs. 34 340.00
Loan '
Promissory

8 1986 15/05/86 Note  for 10xRs. 6 60.00
Loan
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Sr. Quantity & Amount
Year Date Description
No. Denomination (Rs.)
Godown
9 1990 19/09/90 S0xRs. 3 150.00
Loan
Bill S0xRs. 3, 15x 150.00,
101991 01/06/91
Purchase Rs. 3 45.00

26.Safe Deposit Lockers:

The bank provides safe deposit locker facilities, with 270 lockers at the
head office, 420 at Bilimora. and 435 at Chikhli. During the audit period,
224 lockers at Bilimora and 382 at Chikhli remained unused. The
significant investment in lockers aims to provide customer convenience
and generate rental income, but this objective is not met due to low
utilization. The bank is instructed to actively promote locker allocation
without mandating fixed deposit requirements to increase rental income,
Additionally, Rs. 9,275/- in locker rent is outstanding as of 31/03/2001,
which should be promptly recovered. For customers with rent overdue
for over a year, locker access should be restricted until full payment is

made.

27.Claims Deposit:

The balance sheet as of 31/03/2001 shows Rs. 1,32,20,012/- as claims
deposit pending recovery. If related claims have been settled, it is

instructed to take prompt action to recover the amount as per the orders.

28.Stationery Expenses:

The profit and loss account for 2000-2001 shows stationery expenses of
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Rs. 1,41,605/-. During the audit period, Rs. 1,23,785/- worth of
stationery was used, with a closing stock of Rs. 2,29.505/- as of
31/03/2001. Despite sufficient stock from the previous year, additional
stationery was printed, while usage remained low, leading to excessive
unused stock annually, which is inappropriate. It is instructed to print
stationery based on actual usage. A stationery committee should be
appointed to periodically verify stock and record signatures. The head
office’s stationery register is incomplete, lacks prescribed format details,
and does not indicate total stock value as of March 2001. It is instructed
to update the register with complete details and present it at the next

audit.
29.Excessive Expenses:

The profit and loss account as of 31/03/2001 shows significantly higher
expenses compared to the previous year, including staff salaries,
allowances, insurance, electricity, postage, telephone, court fees, lawyer
fees, travel, and miscellaneous expenses. It is instructed to control these
expenses and adopt cost-saving measures. Miscellaneous expenses of
Rs. 2,27,854/- include daily wages, which should not be classified as

miscellaneous and require separate accounting.
30.Investment Approvals:

During the audit period, Rs. 1,97,50,000/- was invested in government
securities and Rs. 4,00,000/- in NABARD capital gain bonds without
evident approval. It is instructed to obtain approval from the District
Registrar. Additionally, as per RBI guidelines, a price fluctuation fund

for investments was not established, and original share certificates for
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govermment securities were missing (sent for name transfer). It is
instructed to establish the fund annually, obtain the certificates, and

comply with RBI norms.

31.Profit Analysis:

The profit and loss account as of 31/03/2001 shows a net profit of Rs.
1,35,215/-, largely due to Rs. 3,90,500/- from investment sales. Expenses
(99.36% of income) significantly reduced the profit. The board is
requested to focus on improving interest income recovery and reducing

NPAs to enhance profitability.

32.Suspense Account:

The balance sheet as of 31/03/2001 shows Rs. 2,93,198.76/- pending in
the suspense account, primarily comprising vehicle registration deposits,
housing mortgage deposits, and balances from closed NSC accounts. It
is instructed to promptly settle these amounts to the respective account

holders after completing formalities.

33.Pending Dividends and Deposits:

The balance sheet as of 31/03/2001 shows Rs. 8,08,731/- in pending
dividends, which should be promptly paid. Dividends overdue for over
three years should be transferred to the reserve fund. Vehicle registration
deposits of Rs. 1,25,500/- are pending; obtain necessary documents and
settle or credit to accounts. An adjustment account balance of Rs.
73,609/-, carried forward, requires thorough verification and settlement.

34.Charitable Donations:
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During the audit period, the bank disbursed the following amounts from
the charity fund:

1. Rotary Club, Bilimora: Rs. 15,000/-
2. Gandevi Hindu Crematorium Trust: Rs. 51,111/-
3. Lions Club Charitable Trust: Rs. 8,000/-

Approval was obtained from the District Co-operative Union, but as per
RBI Circular dated 19/01/1996, donations are limited to 1% of net profit,

which was not followed. It is instructed to comply with this limit.

As per the aforementioned RBI circular, any amount exceeding
the prescribed limit for charitable donations requires approval from the
Registrar, which has not been obtained. It is instructed to obtain this
approval and exercise special care in the future. A donation of Rs.
15,000/~ was- paid to the Charitable Bilimora on 19/05/2000, but a
stamped receipt for this payment was not available. It is instructed to

obtain this receipt and present it during the next audit.

33.Post Office Savings Account:
The balance sheet as of 31/03/2001 shows Rs. 1,553.51/- in a savings
account with the Gandevi Post Office under the assets and receivables
section. The passbook for this account was not available during the audit.

It is instructed to obtain the passbook and present it during the next audit.

34. Employee Membership Violation:
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It was observed that most employees of the bank are members of the
institution. As per By-Law 10(A)(2), only individuals who are not
employees of the bank can become members, indicating a violation of
this rule. It is instructed to take necessary action to comply with By-Law
10(A)(2).

35.Generator Certification:

The bank has installed a generator, but the necessary certificate from the
Gujarat Electricity Board has not been obtained, which is inappropriate.
It is instructed to promptly obtain this certificate and maintain it in the

bank’s records.

36.Misclassified Stationery Expense:

On 15/01/2001, Rs. 33,758/- was incurred for calendar printing, recorded
under Stationery and Printing Expenses. This expense is not
appropriately classified under this head. It is instructed to reclassify this

expense under a different appropriate head.

37.Library Book Purchase:

On 09/05/2000, Rs. 2,001/- was incurred for purchasing three co-
operative law books under the Library Books account, but the bill for
this purchase was not available. It is instructed to clarify this matter,

obtain the bill, and present it during the next audit.

38.Duplicate Key Register:
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It is instructed to promptly piepare a register listing the numbers of
duplicate keys for the bank’s safes, locks, and Jockers, and maintain it

under the custody of the General Manager.

39.Board Meeting Agenda:

The board meetings do not regularly discuss critical issues such as cash
reserves, liquidity assets, overdue loans and recovery actions, legal
measures taken, long-pending account discrepancies with other banks,
reconciliation, and daily deposit accounts. It is instructed to ensure these

matters are discussed monthly.

40.Arbitration Recovery Efforts:

41

According to the bank’s information, only 18 defaulters with dues of Rs.
14,94,782/- have had claims filed against them. As of 31/03/2001, total
overdue loans amounted to Rs. 1,46,11,528.39/-. Arbitration claims
should have been filed against all defaulters, but only 82 defaulters with
claims of Rs. 42.54 lakh have been pursued, of which 11 cases secured
orders for Rs. 4.91 lakh. This indicates insufficient focus on arbitration
recovery. It is instructed to expeditc recovery actions to maximize

collections.

.Branch Account Reconciliation:

As of 31/03/2001, transactions between the head office and branches

amounted to Rs. 2,15,737.43/-. It is instructed to promptly reconcile
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accounts with branches and ensure no discrepancies remain between the

head office and branches with special care.

42.Excess Surplus Funds:

As per Sections 18 and 24 of the Banking Regulation Act, the bank
maintains surplus funds beyond the required Total Demand and Time
Liabilities (TDL) limit, which is inappropriate. It is instructed to utilize
these surplus funds within limits by increasing lending sources to ensure

full utilization.

43.Committee Operations:

a. As per By-Law 36, provisions exist for forming (1) Supervision
Committee, (2) Branch Committee, (3) Branch Advisory Committee,
and (4) HP Loan and Overdraft Committee. The bank, through
resolutions 7 to 11 dated 17/1 0/2000, appointed Branch Committee, Staff
Committee, HP Committee, Overdraft Committee, Valuation
Committee, and Recovery Committee. However, no meetings of the
Bilimora and Chikhli Branch Advisory Committees, Staff Committee,
Machinery Valuation Committee, or Chikhli Committee were held
during the audit period. If committees do not meet even once annually,
their formation serves no purpose. It is instructed to reconsider the

appointment of such committees.
b. The HP Committee held 13 meetings during the audit period, but

member attendance was irregular, and the chairman’s signatures were

absent at the end of meeting proceedings. It is instructed to ensure the
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chairman’s signatures are recorded at the end of proceedings with due

care.

c. The Branch Committee held 8 meetings, of which 3 were adjourned
due to lack of quorum. Member attendance was irregular. Resolutions 3,
4,5, and 6 dated 09/056/2000 approved branches, but details of approved
branches were not recorded. Proceedings lack the chairman’s signatures.
Meetings on 13/05/2000 (2 members present), 09/06/2000 (1 member
present), and 23/03/2001 (2 members present) lacked quorum.
Resolution 2 dated 13/12/2000 approved branches for (1) Trikamji, (2)
Suresh Amrutlal, and (3) Bipin Vasava, but the approved amount was not
specified. It is instructed to record complete details in resolutions and

commence proceedings only after achieving quorum with special care.

d. Meetings of the Renewal Committee, Supervision Committee, and
Building Committee were held, but proceedings generally lack the

chairman’s signatures.

e. Proceeding books of all sub-committees lack page numbers, indexing,
and signatures/seals. The Annual General Meeting’s proceeding book

also lacks these. It is instructed to rectify this promptly.

44 Board Meeting Agenda Compliance:
All matters, including policy, legal, financial, and policing issues, should
be included in the board meeting agenda. However, some matters were

taken up at the chairman’s discretion without agenda inclusion, despite

prior audit instructions to avoid this practice. It is instructed to clarify
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this and uigently discontinue this practice, ensuring compliance with

prior recommendations.

45.By-Law Implementation:
The following by-law provisions were not fully or partially implemented
during the audit period. It is instructed to clarify these and ensure strict,

full compliance with by-laws with special care:

a. By-Law 4(8): The provision for a Chief Executive Officer, i.e., a
salaried manager appointed by the board, is not followed, as a General
Manager has been appointed instead, which is inconsistent with the by-
law. It is instructed to clarify this, ensure strict compliance, and obtain
approval from the competent authority for the General Manager’s

appointment, as no evidence of such approval was found.

b. By-Law 5(4): Loans must comply with rules approved by the District
Registrar. The bank obtained approval for loan rules on 23/03/2000 but
made frequent amendments without approval, Necessary documents,
proofs, and information were not obtained as per approved rules. It is
instructed to formulate detailed policy rules for unapproved loan types,
follow legal procedures, and obtain approval before disbursing such
loans. Non-compliance may hold the board fully responsible for future

liabilities.

¢. By-Law 10(A)(4): The membership entry fee is Rs. 10/-, but the bank
charged Rs. 5/- during the audit period, violating the by-law. It is
instructed to promptly recover the shortfall. Additionally, By-Law
10(A)(4) conflicts with By-Law 23(1), which requires clarification.
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d. By-Law 36: The Supervision Committee of five members was
appointed, but no meetings were held during the audit period, failing to
fulfill the objectives of By-Laws 36(1)(2)(3). It is instructed to ensure

compliance with these provisions with due care.

e. By-Laws 35, 36: Provisions for appointing auditors, internal auditors,
and experts in banking law, finance, and other fields, and fixing their
remuneration, were not followed. The bank appointed consultants for
legal and income tax matters without fixing remuneration. Lawyer fees
for property purchases were also not fixed. It is instructed to comply with

these provisions.

f. By-Law 35(16): Provisions for establishing funds and framing usage
rules were not followed. The bank used Rs. 11,000/- and Rs. 5,000/-
(total Rs. 16,000/-) from the education fund without formulated policy

rules. It is instructed to take action as per the by-law:

g. By-Law 36(K): The Branch Advisory Committees for Chikhli and
Bilimora did not perform the tasks outlined in items 1 to 4. It is instructed
to clarify this and ensure compliance with the by-law.
h. By-Laws 37(2), 39, 40: The duties aséigned to the Chairman,
Secretary, and Manager (General Manager) were only partially
implemented. It is instructed to ensure strict compliance with these duties

and avoid by-law violations.
46.Employee Recruitment Rules:

The bank has not adopted recruitment rules as per RBI guidelines. It is

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



Page 282 of 626

instructed to formulate and obtain Registrar approval for these rules.
Recruitment of officers and employees should involve public
advertisements, written and oral examinations, and interviews, adhering
to legal and by-law provisions. Resolution 12/19 dated 24/06/2000
regarding employee recruitment did not consider existing policy, rules,

or laws. It is instructed to avoid such actions without compliance.

47.Daily Savings Deposit Scheme:

The bank operates a daily savings deposit scheme with appointed agents.
Passbooks are provided to agents for customers, and issuance is
recorded, but there is no record of how many passbooks were issued,
how many accounts were opened, or how many remain unused. This
risks misuse by agents, as passbooks remain with account holders. It is

instructed to:

a. Monthly verify opened accounts and reconcile passbooks with ledgers,

obtaining signatures from responsible employees/officers.

b. Address discrepancies in deposits taken from agents, which are treated
as fixed deposits with interest payments, which is inappropriate. Ensure

agents deposit the full amount as per board decisions.

c. Obtain stamp paper agreements from all agents as per the bank’s

norms, as some were not obtained.

d. Ensure agents deposit daily collections promptly. If delayed, charge
18% interest on delayed amounts, which is not currently practiced. It is

instructed to implement this practice.
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Loans:

48. Loan Policy Compliance:

The bank has formulated loan rules, approved by the District Registrar
on 23/03/2000, as per By-Law 5(4). However, the bank frequently
amended these rules without approval. Necessary documents, proofs,
and information were not obtained as per approved rules, rendering some
loans non-compliant. It is instructed to ensure loans are disbursed only
for approved purposes, with appropriate securities, and to exercise due

care in compliance.

. Suvidha Loan

a. The bank provides Suvidha Loans up to a limit of Rs. 5,000/-. In most
cases, apart from the loan application, no other supporting documents—
such as a ration card copy, property card copy, or guarantor’s credit
worthiness are obtained. It is instructed to conduct thorough verification,
obtain all necessary documents, and ensure detailed scrutiny by a
responsible officer with a clear opinion before submitting the application
for approval. The board should then make an appropriate decision. Strict
compliance with this process is recommended. Examples of deficiencies

include:
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Loan
or Name Amount Deficiency Details
No. (Rs)
No city  survey
Sureshchandra certificate or
I Bhagwandas 5,000/- assessment sheet for
Patel guarantor; no other
documents available.
Guarantor's
creditworthiness not
5 Shaileshkumar 5,000/- specified; no city
Thakorbhai survey or assessment
sheet; no supporting
proofs.
Mukhtar No supporting proofs
3 Abdulkadar 5,000/- beyond loan
Vansadiya application.
No supporting proofs
4 Vet 5,000/~ or i doiu‘:nents
Rajeshbhai

available.

b. Under the Suvidha Loan scheme, the bank disbursed Rs. 4,67,200/- to
146 members with a limit of Rs. 3,200/-. The Super Gas Agency,
Gandevi, a mail dealer and agent, was appointed as the priniary
guarantor. Of this, Super Gas Agency repaid Rs. 49,352/- for 22
members. The remaining Rs. 4,17,848/- is pending recovery from 126
members (84 from Gandevi branch, 40 from Bilimora branch). The
agency collected Rs. 2,00,909/- in installments, of which Rs. 1,11,638/-
was not remitted to the bank despite collection. The agency was required
to deposit Rs. 1,00,000/- as per the bank’s norms, which was not done,

and the condition of maintaining 10% in the current account was not
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followed. It is instructed to take stringent measures to promptly recover
the outstanding amount. The agency’s letter dated 09/09/2000 mentions
joint ownership by Lakshmiben Vipulbhai Nayak and Vipulkumar Ajitlal
Nayak of land at Katholi village (Survey No. 152, Block No. 217) as
security, but encumbrance records were not provided. It is instructed to

clarify this matter.

Cash Credit (CC)
a. Messrs Kalyanbhai Kunvarji, CC Account No. 42, Rs. 3,00,000/-,
Disbursed 15/05/2000:

The loan was disbursed on 15/05/2000, but the repayment due date is
listed as 30/04/2000, which is inconsistent (agreement on page 3). The
firm applied on 05/10/2000 to increase the CC limit to Rs. 6,00,000/-.
The manager recommended an additional Rs. 4,20,000/-, totaling Rs.
3,42,000/-. However, the board, via Resolution No. 4(28) dated
05/12/2000, approved Rs. 4,50,000/-. Clarification is required. As of
November 2000, the stock was Rs. 5,69,233/-, and the manager’s
recommendation (60% of stock) was appropriate, but the board’s higher
approval needs explanation. The trial balance as of 31/12/2000 lacks the
applicant firm’s signatures. The insurance policy for Rs. 4,50,000/- was
not available, nor were monthly stock statements, accounting records
(trading account, profit and loss, balance sheet), or stock verification

signatures.

b. Mahalakshmi Cloth Stores, CC No. 43, Rs. 3,00,000/-, Disbursed
19/04/2000:

The agreement states the loan was disbursed on 19/04/2000 with a
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repayment due date of 30/04/2000, requiring clarification. The full loan
amount’s insurance policy was not available. Monthly stock statements,
periodic stock verifications, and accounting records (trading, profit and

loss, balance sheet) were not provided.

c. Ashirwad Trading Co., Amalsad, CC No. 44, Rs. 2,00,000/-:
Encumbrance registration in city survey records was not evident. Share
certificates from the Co-operative Housing Society Ltd. were not
obtained. The full loan amount’s insurance policy was not available. The
agreement was executed as a registered society, but post-registration
status was not verified. Encumbrance registration in property records
was absent. Three years’ accounts, monthly stock statements, and

guarantor creditworthiness details were not provided.

d. Pratik Trading Co., Gandevi, CC No. 45, Rs. 7,00,000/-:
The full loan amount’s insurance policy was not obtained or available.
The stock statement did not maintain the withdrawal limit proportionate
to stock. Monthly accounting records (trading, profit and loss, balance

sheet) were not regularly submitted.

e. Kishorbhai Gandabhai Nayak, Gandhar, CC No. 27, Rs. 3,00,000/-

No sales or income records were submitted. Monthly accounting records
(trading, profit and loss, balance sheet) were not provided. No property
proofs were submitted. For the tractor used as collateral, no supporting
documents (insurance policy, RC book, registration receipt) were

available. Withdrawals exceeded the CC limit.
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f. Jalaram Traders, CC No. 47, Rs. 2,00,000/-:

As of 31/03/2001, the withdrawal limit was not maintained. No
insurance policy was obtained. Monthly stock statements, accounting
records (trading, profit and loss, balance sheet), or guarantor

Mahendrabhai Manibhai Nayak’s supporting proofs were not available.

g. Harchandbhai Bhikhabhai, CC No. 48, Rs. 70,000/-:
No insurance policy, monthly stock statements, or accounting records
(trading, profit and loss, balance sheet) were available. The bank did not

conduct business verification visits.

h. Sheet Agency, CC No. 49, Rs. 1,50,000/-:

No insurance policy or monthly stock statements were available. The
manager recommended Rs. 1,00,000/-, but the board approved Rs.
1,50,000/-, requiring clarification. The submitted stock statement lacked

the applicant’s signature and bank verification remarks.

i. Sai Traders, CC No. 50, Rs. 2,50,000/-:

The agreement lacks the manager’s signature and an attached stock
statement. No pre-loan verification report or recommendations by bank
officers were found. No verification was conducted regarding facilities
from Central Bank, Amalsad. No property proofs for guarantor

Kalyanbhai Bhikhabhai Patel or stock insurance policy were available.

3. Overdraft (OD)
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a. Dakshaben Nimeshbhai Bhavsar, OD No. 936, Rs. 20,000/-:

The OD application is blank, with no details filled. The promissory note
lacks details or amounts. The business registration certificate has not
been renewed since 1994, and whether the business is operational is

unclear. Guarantor creditworthiness details are absent.

b. Sumit Ajitram Desai, OD No. 937, Rs. 20,000/-:

Only five days’ bills for one month were provided as business proof. No
verification was conducted regarding business duration, income, or
turnover. No 7/12 land records were submitted for agricultural activity.
Regular account turnover was not observed.

c. Sumantbhai Kantilal, OD No. 938, Rs. 20,000/-:

No business-related proofs were provided. Regular account activity was
not evident. As of 31/03/2001, Rs. 19,188/~ was outstanding.

d. Rameshchandra Kantilal Lakdawala, OD No. 939, Rs. 20,000/-:

No business operation proofs were provided. Stamp compliance

verification was not conducted.
. Property Loan
a. Nanubhai Kikabhai Talaviya, Account No. 276, Rs. 85,000/-:

No property valuation report was available. The applicant’s monthly
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income is Rs. 1,128/-, while the loan installment is Rs. 1,420/~ plus
interest, with no assessment of additional income. No clear opinion was
provided by the loan officer or manager. No insurance policy or advance

cheques were obtained. Only one guarantor was taken.
b. Arunbhai Babubhai Patel, Account No. 277, Rs. 1,35,000/-:

No property insurance or valuation report was available. No consent
letter under Section 50 of the Co-operative Socielies Act for installment

deductions was obtained.
c. Dolataram Paragji Nayak, Account No. 278, Rs. 5,00,000/-:

No property insurance, consent from son/wife for installment payments,
valuation report, advance cheques, mortgage agreement, or encumbrance

registration proof in gram panchayat/city survey records were available.
d. Ritaben Ranjitram Nayak, Account No. 279, Rs. 1,00,000/-:

No property insurance or updated land records (only 1997 records
provided) were available. The loan was approved for purchasing a shop,
but whether the property was acquired is unclear, réquiring clarification
on whether it qualifies as a housing loan. Ownership proof for the shop
(Shiv Sankul, Tika No. 331/85, Shop No. 1200 sq. ft.) by Ritaben and
the applicant was not available. The certified copy of the sale deed dated

09/12/2000 was not on record.

€. Ravjibhai Somabhai, Sadhibujrang, Account No. 280, Rs.
1,19,000/-:

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



Page 290 of 626

No property insurance policy or encumbrance registration proof in talati

records was available.

f. Rakesh Indravadan Desai, Account No. 281, Rs. 4,00,000/-:

No property insurance or mortgage agreement was available. Stamp
compliance and sub-registrar registration for the mortgage were not
verified.

. Mortgage Loan

a. Savitaben Mohanbhai Dhimmar, Account No. 1418, Rs. 50,000/-:

No clear opinion from the loan officer or manager, property valuation

report, or insurance policy was available.Overdraft (OD)

a. Desai & Shah Co., OD No. 22, Rs. 4,99,000/-:

Regular account turnover was not observed. No monthly stock
statements, accounting records (trading, profit and loss, balance sheet),
promissory note details, letter of continuity, or agreement details were
provided.

. Machinery Loan

a. Viral Rameshbhai Patel, Rs. 89,700/-:

No property card or guarantor creditworthiness details were available.
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No verification was conducted regarding prior encumbrances on the
guarantor’s property. No insurance policy for the full loan amount was
provided. The recommendation for five annual installments is

inappropriate.

. Clean Loan

a. Zulfiquar Ahmad Mastan, Account No. 2822, Rs. 15,000/-:

The business license was not renewed post-31/12. No creditworthiness
record was available. Application details to be filled by the bank were
incomplete. No clear opinion or signature from the loan officer/manager
was provided. No property or residence proofs for the guarantor were

available. The five-year repayment term requires clarification.
b. Kashyap Chandrakant Parekh, Account No. 2827, Rs. 20,000/-:

The approval letter states -a loan term until 30/06/2001, while the
application mentions five years, requiring clarification. The guarantor
(father) is not permissible as per the bank officer’s opinion, with no
manager’s opinion provided. No guarantor creditworthiness was
documented. No repayments were made by 31/03/2001. No agreement

was executed, and no repayment source verification was conducted.

. Hypothecation

a. General Issues:
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I. Loan applications lack thorough verification of income, expenses,
and savings. The loan officer or General Manager does not provide
a detailed study or clear opinion, which is 1ot evident,

2. For two-wheeler loans, the following documents were often
missing: RTO registration book, purchase bill, payment receipt
(cheque/draft), driving license, insurance policy, RTO form, and
RTO mortgage certificate. These should be obtained and filed.

3. For HP loans, a Rs. 500/- vehicle deposit is collected, but
documents are not obtained, and deposits are not transferred to
accounts or refunded.

4. For household appliance loans, purchase bills were missing in
some cases. It is instructed to obtain valid bills with sales tax
numbers post-approval and file them. Example: Gunvantray
Chunilal Shah’s TV purchase lacked a valid bill.

b. Four-Wheeler Loans:

Applications lack business-related proofs for the vehicle’s purpose. RTO
registration, RC book, and insurance policies are not endorsed with bank
hypothecation, and original policies are not retained. RTO hypothecation
certificates were not submitted. It is instructed to obtain all documents
post-disbursement, collect a Rs. 1,000/- deposit, transfer or refund it,

issue notices for overdue installments, and pursue legal recovery actions.

49.Supervision of CC and OD Facilities:

a. No planning or actions were taken for supervision and oversight of CC
and OD facilities. Stock statements, accounting records, and stock

verifications are not regularly obtained or conducted. Withdrawal limits
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and account turnover are not monitored. Insurance policies are not
obtained or retained in bank custody. It is instructed to implement these

measures.

b. For property-backed loans, insurance policies are not obtained or
retained, and mortgage agreements are not registered with talati/city
survey records with supporting proofs. Mortgage deposits are held in
suspense accounts; these should be promptly registered, transferred to
accounts, or refunded. Applicant and guarantor creditworthiness,
including property valuations, are not assessed. Some loans were
approved with changed guarantors without updating application details,

which should be recorded.

50.KVP/NSC Loans:
Applications for loans against KVP/NSC lack clear approval notes with
dates from competent officers or details of the board resolution
(number/date) approving the loan, which is inappropriate. It is instructed

to maintain a practice of recording clear approval details.

In addition, the following cases of loans against Kisan Vikas Patra (KVP) lack
the required agrecment letter with adhesive stamps of the necessary amount

attached to the application:

Sr. No. Application No. Date Name Loan Amount (Rs.)
| 1364 20/03/2001 Shri Vinodbhai C. Patel ~ 7,000/-

2 1353 10/07/2000 Shri Vinodbhai N. Sharma 25,000/-

3 1345 07/04/2000 Shri Natwarlal M. Kayasth 7.200/-

4 1344 07/04/2000 Shri Natwarlal M. Kayasth 5,200/-

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



Page 294 of 626

51.0rnament Loans

a. Upon examiring applications for loans against gold omaments, the
applications do not specify the board resolution number and date
approving the loan, which is inappropriate. It is instructed to mandatorily
include the board resolution number and date in every application.
Additionally, in the following cases, accounts remain active despite the
loan term (one year) having expired, which is not acceptable. It is
instructed to inform the respective borrowers, recover the principal and

interest, and close these accounts:

Sr. Application N Loan Disbursement Term Expiry
ame

No. No. Date Date

1 1339 Padmaben M. Arya 12/05/2000 12/05/2001
Jamilabanu S.

2 1356 20/07/2000 20/07/2001
Mulla

3 1360 Kirtiben H. Mehta 31/07/2000 . 31/07/2001

4 1364 Bhavesh S. Shah  19/08/2000 19/08/2001
Rashmiben X

5 1366 19/08/2000 19/08/2001
Nayak

Furthermore, for ornament loans overdue as of 31/03/2001, it is
instructed to dispose of the ornaments as per loan conditions and recover the

outstanding amount.

b. The bank engages in lending against gold ornaments, for which Shri
Sureshchandra Thakorlal Kansara was appointed as a valuer in December 1998,

The following deficiencies were noted in his security bond:
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The bond is dated 19/12/1998, and no new bond has been obtained since.
The bond does not specify the duration of the appointment.
The bond lacks witness signatures.

The bond mentions acceptance by heirs but lacks their signatures.

52.Housing Loan Issues

a. Yusufbhai Ismailbhai Akudi, Housing I.0an, Rs. 50,000/- (Board
Meeting 10/06/2000, Resolution No. 3(K)(3)(57)):

The board approved a Rs. 50,000/- housing loan for construction based
on an application dated 09/06/2000, processed the next day. The
applicant’s income tax return shows an income of Rs. 73,017/-, while the
application claims Rs. 3,80,000/-, which was not verified. The
construction estimate totals Rs. 6,02,017/- for a ground-plus-one-floor
building. The loan was for the first floor, with the slab-level cost
estimated at Rs. 2,06,234/-, plus Rs. 32,534/~ for plumbing, electrical,
and architect fees, totaling Rs. 2,38,118/-. The approved amount exceeds
the eligible limit, requiring clarification.
The head office, via a letter dated 17/06/2000, approved Rs. 5,00,000/-
with monthly installments of Rs. 8,333/- plus interest over 60 months,
stipulating phased disbursements and property insurance. However, Rs.
4,00,000/- was disbursed on 20/06/2000 and Rs. 1,00,000/- on
04/08/2000 (promissory note mentions Rs. 5,00,000/-), totaling Rs.
5,00,000/- without phased disbursement. An architect’s certificate from
Deep Architecture claims 90% completion, but lacks dates for
completion or issuance. A completion certificate also lacks dates. A
mortgage deed without construction was registered on 26/06/2000. A

sub-officer’s visit on 26/02/2000 reported the construction as old. The
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loan to Yusufbhai Ismailbhai Akudi for Khundh village construction
violates the bank’s policies, lacking thorough verification and disbursing
excess funds in one installment. The architect's certificates are vague and
undated, with no attention paid. It is instructed to provide necessary

clarification regarding this non-compliant loan.
b. Committee Resolution Book:

Resolutions dated 10/06/2000, 24/06/2000, 22/07/2000, 28/07/2000, and
15/05/2000 in the committee resolution book are not recorded sequentially,
with resolution numbers listed out of order, which is inappropriate. It is

instructed to record resolutions in sequential order.
c. Joint Registrar’s Notice:

A show-cause notice dated 10/12/2000 from the Joint Registrar (Audit), Co-
operative Societies, Gujarat, Gandhinagar, under Section 76(B)(1)(2) of the
Gujarat Co-operative Societies Act, led to a resolution incurring expenses. It is
instructed not to implement resolutions that harm the bank’s interests, and any ,

such expenses will be the board’s responsibility.
53.Chikhli Branch Audit Findings:

The following deficiencies were noted during the audit of the Chikhli

branch:
a. Suvidha Loan:

Gas loans of Rs. 3,200/- were approved without opinions from the branch
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manager or General Manager. No applications were vcrified by the
branch. It is instructed to mandate verification with written opinions
from officers. Examples: (1) Ramesh Abu, (2) Chhagan Chhotu, (3)
Ramesh Kiku, (4) Jagannarayan Kashi Prasad, (5) Kalavati Suresh, (6)
Shyamji Ambu.

b. Cash Credit (CC) Loans:

CC loans follow Rules 1-16, but compliance is lacking. Monthly stock

statements, accounting records (trading, profit and loss, balance sheet), periodic

verification visits, insurance policies (retained in bank custody), property

proofs, encumbrance registration, and licenses are not obtained. Clarification is

required.

Account No. 15, Shiva Autosales & Service, Rs. 1,10,000/-:

The applicant has an HP 1 account at Gandevi branch, but outstanding
or overdue amounts were not verified. No property valuation report,
three-year balance sheets, or monthly stock/accounting records were

provided.

Krishna Gas Agency:

Accounting records as of 31/03/2000 lack the proprietor’s signature. A
stock statement of Rs. 2,16,500/- lacks a date and verification. The
authorization letter from Nandavan Gas Agency, Navsari, lacks the mail
distributor’s signature. No guarantor income/property proofs or

registered licn documents were provided.

Kasturi Traders:
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Original share certificates from Darshan Co-op. Housing Society were
not retained. A stock statement of Rs. 13.47.206/- lacks a date and
verification. Accounting records are unclear. No stock/property

valuation reports or regular records were submitted.

« Harendra Shantilal Patel, Rs. 50,00,000/-:
Excess withdrawals occurred from December 2000 to March 2001,

requiring clarification.
« Kishorbhai Haribhai, CC No. 24, Rs. 50,00,000/-:

No contractor class license or executive engineer’s classification
certificate was provided. No property valuation report was available. The
mortgaged land is in the names of Kishorbhai Haribhai and Shantilal
Karamshi, but both names are not mentioned in the warrant. The sales
tax license lists Saad Kapoor as the business location, requiring
clarification. The original registered mortgage deed copy, requiring
Shantilal Karamshi’s signature, was not available. No verification was
conducted regarding government/non-government  contracts  or

contractor registry inclusion.
c. Housing Loan, Account No. 21, Yusuf Ismail Akudi, Rs. 50,00,000/-:

« The loan was approved without considering the construction estimate.
The estimate of Rs. 6,02,017/- covers ground-plus-one floor, but Rs.
50,000/~ was approved for the first floor only, requiring clarification.

« The bank officer’s Rs. 1,50,000/- opinion was ignored.

« The sarpanch approved first-floor construction on 04/06/2000.
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« Deep Apartment’s plan/cstimate lacks dates, and the 90% completion
certificate lacks issuance/completion dates, with no bank verification.
Clarification is required.

. No property insurance was obtained or mortgaged in the bank’s name,
and the original policy was not retained.

« The income tax return shows Rs. 60,431/-, while the application claims
Rs. 3,80,000/-, requiring clarification.

« Despite the branch officer’s report of old construction, the loan was

approved, violating bank rules, requiring clarification.
.d. Deep Developers, Account No. 16, Rs. 20,00,000/-:

« No mortgage deed was executed, and conditions for mortgaging
constructed property were not followed. No encumbrance registration

proof was retained.
« No NOC was obtained from Dena Bank, Samaroli, for a partner’s poultry

loan.

« The resolution’s requirement for additional guarantees (insurance policy)

was not implemented.
« Submitted documents are mostly uncertified photocopies, lacking

preparer/owner signatures, requiring clarification.

e. HP 1 and HP 2 Loans:

Most HP 1 and HP 2 loans lack RTO RC books, registration certificates,
insurance policies (with bank mortgage), purchase bills, and stamped cheque

receipts. Clarification is required.

« HP 36, Dilasabanu Ibrahim:
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The agreement and promissory note lack details, with only signatures
obtained. No original guarantor property card or assessment sheet was

provided. No business location or proof was verified.

HP 1 No. 38, Rakesh Amrutlal, Rs. 33,600/-:

No business location, monthly income, purchase bill, cheque receipt,
insurance documents, RTO RC book, or mortgage certificate were

provided. Clarification is required.

HP 1 No. 41, Vipulbhai Ravjibhai, Rs. 21,000/-:

The loan for a Sony TV lacks business/job details, salary slip, or valid
sales tax bill. The applicant’s age (19) requires job proof. The guarantor’s
involvement in three accounts and a Rs. 50,000/- OD needs rule

compliance verification.

HP 1 No. 42, Suman Ramesh Patel, Rs. 20,800/-:

No income proofs (salary slip) or valid sales tax bill/cheque receipt for

TV purchase were provided.
HP 1 No. 43, Jagdishbhai Hero Honda, Rs. 35,600/-:
The consent letter under Section 50 lacks details and applicant signature.

No purchase bill, cheque receipt, RTO RC book, mortgage certificate, or

insurance policy was provided.
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« HP 48, A.P. Multani Honda, Rs. 33,600/-:

No income verification proof was provided despite approval within days
(07/12/2000 to 16/12/2000). No purchase bill, cheque receipt, RTO RC
book, mortgage certificate, or insurance policy was available. No

guarantor involvement verification was conducted.
f. Missing Documents:

The following accounts lack insurance policies, RTO RC books, mortgage
letters, purchase bills, and cheque receipts: (1) HP 28, Dineshbhai Dhansukhlal,
(2) HP 32, Sanjiv Shantilal Kapadia; (3) HP 33, Rajendra Ganpat Singh; (4) HP
35, Nasimabanu Nazir Ibrahim; (5) HP 53, Dinesh Bhikhabhai; (6) HP 46,
Dilipbhai. For HP 1 Nos. 26, 27, 28, 29, 30, 34, loans approved by the head

office lack approval letters in the files.
g. HP 2, Modern Shamji Tempo Trax, Rs. 3,20,000/-:

« No purchase bill or RTO registration documents were provided.
« The promissory note lacks borrower/guarantor signatures.

« No RTO form was obtained.
h. SCL Corp, Chikhli, CC Rs. 5,00,000/-:

The previously approved Rs. 5,00,000/- CC was reduced to Rs. 3,70,000/- via
Resolution No. 5/3 dated 05/12/2000 due to irregular turnover. The
hypothecation form is blank, and property mortgage conditions were not
implemented. Tt is instructed to strictly enforce compliance and recover the

fixed amount if turnover remains irregular.
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54.Daily Savings Scheme at Chikhli Branch:

During the audit, passbooks for active daily savings accounts were
reviewed, but most lack bank reconciliation signatures. It is instructed to
obtain passbooks by the 10th of each month, reconcile with accounts,
and have the respo~isible officer verify with signatures. Daily collections
must be deposited regularly, with 18% interest charged on delayed
deposits. Strict compliance is required, and the branch manager will be
responsible for any customer complaints regarding non-deposited

amounts.

55.Stationery Register at Chikhli Branch:

No stationery register is maintained, making it impossible to ascertain
the types and quantities of stationery or the stock value as of March 2001.
Itis instructed to promptly maintain a stationery register in'the prescribed

format with complete details and present it at the next audit.

56.0verdue Ornament Loans at Chikhli Branch:

The following ornament loan accounts remain active post-term expiry,

which is inappropriate. It is instructed to promptly close these accounts:

Sr. No. Account No. Name Amount (Rs.) Loan Date
1 31 Shri Sanjaybhai H. Lad  16,400/- 11/05/2000
2 34 Shri Gamanbhai P. Solanki 10,000/- 20/05/2000
3 37 Shri Himantbhai B. Patel 10,800/- 01/06/2000

57.Dead Stock Register at Chikhli Branch:
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The dead stock register is not maintained in the prescribed format,
contains incomplete details, and lacks page numbers. The total dead
stock value as of March 2001 is not ascertainable, which is inappropriate.
It is instructed to promptly maintain the register in the prescribed format

with complete details and present it at the next audit.

58.Monthly Recurring Accounts at Chikhli Branch:

For matured monthly recurring accounts, payments are made, but
accounts are not closed with the responsible officer’s signature. It is
instructed to establish a practice of closing accounts with signatures post-

paymeﬁt.

Bilimora Branch Audit Findings

59. The following deficiencies were noted during the audit of the Bilimora
branch for the period 01/04/2000 to 31/03/2001:

a. Suvidha Loan:

Loans of Rs. 3,200/- for gas connections were approved with two
guarantors, including Super Gas Agency, Gandevi. Of 40 accounts
totaling Rs. 1,48,331/-, Rs. 1,15,797/- is overdue, with no recovery or
actions taken. It is instructed to take stringent mecasures to rccover the
amount and discontinue issuing loan cheques to the gas agency’s agent.
Promissory notes lack dates, and the manager’s clear opinion is absent.
Some initial applications lack manager remarks, approved directly by the

head office, which is inappropriate.
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+ The following cases lack complete addresses, residence proofs,
business/job details, guarantor/applicant creditworthiness, repayment
capacity, branch verification remarks, or site visit reports, which is

inappropriate. Clarification is required:

Sr. No. Name Loan Amount (Rs.) Address
1 Tajuben Balubhai 3,200/- Oriya-Moriya
2 Raju Bhikhu Rathod 3,200/- Oriya-Moriya
3 Mahesh D. Patel 3,200/- Oriya-Moriya
4 Sahebrao Baburao Jagannath  3.200/- Bilimora
5 Dinesh Manilal Rathod 3.200/- Bilimora
6 Maheshbhai Lallubhai 3,200/- Bilimora
7 Anilbhai Babubhai 3,200/- Bilimora
8 Budhabhai Chhotubhai Nayaka 3,200/- Bilimora
9 Manilal Chhagan 3,200/- Bilimora
10 Sukhdev Rama Savale 3,200/- Bilimora

58 Bajpai Employment Scheme Loans:

Loans under the Bajpai Employment Scheme, approved with District Industries
Centre recommendations,' lack full-amount insurance policies retained in bank
custody, stamped cheque receipts, and valid sales tax bills for equipment
purchases. No post-disbursement site visits or verifications were conducted.
Guarantor property verification, full-amount property collateral, and
encumbrance registration in city survey/panchayat records were not ensured.
Applicant/guarantor ~ creditworthiness was not adequately assessed.

Clarification is required.

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



Page 305 of 626

Loan Account No. 28, Shri Vipul Hasmukhbhai Patel; Account No.
29, Shri Rajesh Hasmukhram Patel:

Both accounts have Indrakant Mohanlal Shah as guarantor, but no
property valuation report or creditworthiness details were provided. No
full-amount insurance policy was retained. No valid sales tax bill for

equipment purchase was available.

. HP1 and HP 2 Loans

The Bilimora branch disburses HP 1 and HP 2 loans. HP 1 loans are for
household items such as TVs, refrigerators, etc. The following

deficiencies were noted:

No valid bills with sales tax numbers or stamped receipts for cheque
payments are provided for purchases.

For salaried borrowers, monthly recovery demands under Section 50 of
the Co-operative Societies Act are not sent, and amounts are not
collected.

Insurance for the full loan amount is not obtained.

For two-wheeler loans, RTO registration documents, insurance policfes,
and purchase bills are not obtained or maintained on record, which is

inappropriate. Clarification is required.
Specific cases:

a. Account No. 76, Naranbhai Sukhabhai, Rs. 25,600/-:
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No purchase bill, stamped cheque receipt, insurance policy, RTO RC
book, RTO mortgage certificate, or guarantor creditworthiness details

were provided.
b. Account No. 82, Kashinath Arjun Patil, Rs. 30,500/-

No purchase bill, stamped cheque receipt, RTO RC book, RTO mortgage

report, or consent letter under Section 50 were obtained.
c. Account No. 83, Bharat Ramanbhai Patel, Rs. 30,000/-:

No purchase bill, stamped cheque receipt, insurance documents, RTO
RC book, or mortgage certificate were provided. Guarantor
creditworthiness, applicant’s business details, and repayment capacity
were not verified, and no clear recommendation was made by the branch

officer. Clarification is required.
d. Account No. 88, Kasim Haji Mahammad, Rs. 30,000/-:

The applicant’s business details were not specified. The guarantor’s
property documents are not from the latest year or ori ginal. No purchase
bill, stamped cheque receipt, RTO RC book, registration certificate, or
insurance policy were provided. No clear opinion was given by branch
officers. It was not verified whether the applicant’s CC account at

Gandevi branch is overdue. Clarification is required.

e. Account No. 90, Lallubhai Bhanabhai Patel, Rs. 33,600/-:

File 2 of 2 of CC No. 2778 of 2004 Gandevi PS



