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"Distinguished shareholders and ladies and gentlemen,

In all banks the real safeguard against fraud lies in the quality and the effectiveness of its
system, that is to say, the efficiency of the Audit System, the soundness of the I.T.
System and the quality and commitment of the operating staff members and monitoring
being done by the top Management and the Board on a continuous basis. These are the
systems in actual. Individual fraud happens due to individual failure, human error,
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negligence. But | am glad to tell you that in your Bank so far no serious fraud, with or
without intent, has come to our notice at least till recent past.

Now let me explain you the system we have a little in detail, in the Audit System, we
have both Internal and Statutory Audit. In Internal Audit, Audit Committee is at the apex.
Audit Committee comprises of a few members of the Board of Directors who have a
specific responsibility for supervising and monitoring the effectiveness of the Audit
system. At present, we have an well equipped Internal Audit Dept. in the Bank also. So,
Audit Committee meets periodically and the Internal Audit Dept conducts the audit of the
operating units in accordance with the Bank's instructions and a few important
administrative units every year in accordance with an annual plan. Audit Committee
regularly monitors it, sees that all the reports are received, deficiencies pointed in the
Audit Report are properly addressed, the Management is given necessary directions and
no report is closed without addressing all the issues raised in the audit report.

I am glad to inform you as | have already told that no serious fraud has come to our
notice so far, of course we have occasional instances of some transactions involving
minor monetary losses, but these are mostly caused by human errors and negligence for
which appropriate action is always taken.

Then coming to I.T. system, we have one of the finest systems available in this sub-
continent and the system has been functioning well and system also so far has not thrown
up instances of any serious fraud, but we are in the process of conducting a
comprehensive I.T. Audit very soon, and if any deficiency is found action needs to be
taken to improve the system further, this will be taken up in an appropriate time.

Thirdly, about the quality of monitoring and checking at the Management level or so we
have quite good and experienced operating staff and our members of top Management in
the Bank, as you have seen their performance, they all know their job well. So, they are
also committed, they also see things being done, everybody wants to see the Bank as
"The Bank of 1% Choice". No efforts are spared to see that the Bank is, as far as possible,
free of any fraud and any financial loss due to fraud. Well, so far we have not had any
instances of serious fraud, in recent past, at least for the last 4/5 years — since | came in
the Bank. But | can only tell you that to safeguard against fraud lies on the awareness,
alertness of the staff and the Board, that is not lacking and we are very serious about it,
we can assure you that we have been and will do our best to see that the Bank system
remains fully upto the mark and the Bank does not lose any money through any fraud
because of any shortcoming on our part. Thank you !!"
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