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Disclaimers

• These are personal views of speakers and can 

neither be construed to be the views of M/s. 

Dhananjay J. Gokhale & Co., Chartered 

Accountants nor of Institute of Chartered 

Accountants of India.

• These views do not and shall not be 

considered as professional advice or opinion.

• This presentation should not be reproduced in 

part or in whole, in any manner or form, without 

my written permission.
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Financial Statement Analysis

• Definition of Financial Statement

• Reference made in Auditor’s 

Report

• Format of Financial Statements

– Schedule III defines BS / PL for SCBs

– Section 56(zl) for UCBs / RCBs

– Cash-Flow as per AS-3 of ICAI

– Notes on accounts (Disclosure Norms 

circular)

– Formats vis-à-vis Annexures
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Section 56(zl) substitution of Third Schedule 

– Form of Balance Sheet
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Section 56(zl) substitution of Third Schedule 

– Form of Profit & Los Account
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Financial Statement Analysis

• Nature of Opinion in Independent 

Auditor’s Report

– True & Fair vis-à-vis True & Correct

– Absolute assurance Vs Limited 

assurance Vs True & Fair

– SAAE / Material Mis-statement

– SA 700 / 705 / 706 / 720

– SA 705 – Types of Modified Opinion: 

Qualified / Adverse Disclaimer of 

Opinion
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Financial Statement Analysis

• Correlation between Audit Report / 

Certificate / LFAR / MOCs

• Expectation gap about audit by 

Users of FS

– Regulator 

– Stakeholders like shareholders

– Depositors

• Challenges in Audit / Inspection

• Professional Skepticism
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You can please some 

of the people some of 

the time…

But you can’t 

please all of the 

people all of the 

time.
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Bias approach in Audit Vs Professional Skepticism
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Professional Skepticism !!!
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Testing of Independence and courage to report?
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Is saving on audit fees a cost saving?

12CA Dhananjay J. Gokhale



Financial Statement Analysis

• Who is TCWG in UCBs?

• Regulatory deferment vis-a-vis 

overriding Accounting Standards

– Provision for fraud

– Accounting Standard 15

– IDR staggering

• Format of LFAR

• Format of Certification (ICAI GN)
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Financial Statement Analysis

• Ratio Analysis / Analytical review

• Reasonability in estimates

• Going concern status of an entity

• Liquidity risk

• Excessive provision

– Whether prudent?

– Whether to stabilize profits

• PCR adequacy & excessiveness

• Below the line & above the line
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Financial Statement Analysis

• Contingent nature v/s accounting

• Revaluation Reserves – 

Accounting

• Year-end closing of books – 
Criticalness in system & actual date
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Financial Statement Analysis

• Cyclical nature affecting class of 

customers

• Too good to be true Financials – 

whether an alert?

• Robustness of CBS and extent of 

automation through CBS

• Subjectivity in assessing 

sustainability of Profits
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Financial Statement Analysis

• IDR / BDDR w.r.t. SRs

• Prudential w/off (Investments / Advances)

• Section 15(1) Restriction on 

payment of dividend - No banking company 

shall pay any dividend on its shares until all its 

capitalised expenses (including preliminary expenses, 

organisation expenses, share-selling commission, 

brokerage, amounts of losses incurred and any other 

item of expenditure not represented by tangible assets) 

have been completely written off.
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Financial Statement Analysis

• Applicability of Co-operative 

Societies Act 

• Compliance with Accounting 

Standards issued by ICAI

• Compliance with Auditing 

Standards issued by ICAI

• Looking beyond Financials
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Disclosures to Financial Statement

RBI Master Direction on Financial 

Statements - Presentation and 

Disclosures dated November 28, 2025

• Inter-branch unreconciled entries

• Office Accounts

• Nostro Reconciliation

• Above the line & below the line
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Disclosures to Financial Statement

• Provision for Fraud - staggered

• Window dressing

– Short provisioning

– Misclassification of NPA

– Incorrect calculation of exposure/risk weight

– Incorrect capitalisation of revenue exp

– Deliberate inflation of assets / liabilities

• Excess BDDR / IDR
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Disclosures to Financial Statement

• Divergence in asset classification and 

provisioning

– Additional NPA provision > 5% of reported 

profit + Tax Prov + Prov for SA & NPA and

– Incremental GNPA 15% of reported GNPA

• Concentration of deposits, advances, 

exposures and NPAs

• Disclosure of penalties imposed by the 

Reserve Bank of India
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Vital points w.r.t. FS

• Share Capital – Linkage

• Reserves & Surplus

– BDDR (charge of Profit)

– IDR (excess not permitted)

– IFR (on entire AFS + HFT incl SRs)

• Accounting of NBA

• Accounting of Security Receipts

• Cash & Bank Balances
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Accounting Standards

AS Description

1 Disclosure of Accounting Policies

2 Valuation of Inventories

3 Cash Flow Statements

4 Contingencies and Events Occurring After the 

Balance Sheet Date

5 Net Profit or Loss for the Period, Prior Period Items 

and Changes in Accounting Policies

7 Construction Contracts

9 Revenue Recognition

10 Property, Plant and Equipment

11 The Effects of Changes in Foreign Exchange Rates

12 Accounting for Government Grants

13 Accounting for Investments
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Accounting Standards

AS Description

14 Accounting for Amalgamations

15 Employee Benefits

16 Borrowing Costs

17 Segment Reporting

18 Related Party Disclosures

19 Leases

20 Earnings Per Share

21 Consolidated Financial Statements

22 Accounting for Taxes on Income

23 Accounting for Investments in Associates in 

Consolidated Financial Statements

24 Discontinuing Operations

25 Interim Financial Reporting
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Accounting Standards

AS Description

26 Intangible Assets

27 Financial Reporting of Interests in Joint Ventures

28 Impairment of Assets

29 Provisions, Contingent Liabilities and Contingent 

Assets
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QUESTIONS?



27

Thank you !!!

CA Dhananjay J. Gokhale

Mobile: 9820047669 / 9322229740

Email: dhan_gokhale@hotmail.com
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