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FOREWORD

The 'Operational Manual for Cooperative Banks' brought out by National Federation of
State Cooperative Banks Ltd. (NAFSCOB) in four volumes in 2004 was extensively used and
appreciated by the member State Cooperative Banks, District Central Cooperative Banks and
their affiliates, cooperative training establishments, research scholars, freelancers etc. The
manual had facilitated adaption of standardized procedures and practices in the member banks
and their affiliates helping them in providing professional customer services. The said manual also
had facilitated number of member banks to bring out their own in house manuals/handbooks on
various operational issues for efficient functioning, resulting in professional approach to
cooperative banking and improved regulatory compliances.

With the increasing demand for higher quality of services, ever increasing competition in
the banking sector, innovations in the banking sector, policy guidelines, directives from the policy
makers as well as higher financing agencies, regulatory compliance requirements etc. an urgent
need for revision/upgradation of the manuals brought out in 2004 was felt. The member banks
urged NAFSCOB to take necessary initiatives in this direction. Accordingly the Executive
Committee/Board of Directors of NAFSCOB constituted a '"Working Group' and 'Sub Groups' to
examine and suggest necessary revision. The Working Group/Sub Groups, after extensive
deliberations, suggested various alterations/incorporations to the existing volumes of the manual.
The expert intervention of Tamil Nadu State Apex Cooperative Bank in this regard is highly
appreciated. NAFSCOB also requested NABARD headquarters to re-examine the revised
volumes of the manual and suggest improvements. NABARD suggested number of
improvements which have been incorporated in the revised manual to make it more up-to-date.
With the ever changing and improving operations in the financial sector, the user of this manual
need to constantly cross refer the latest guidelines/ directives on many of the issues for clarity as
well as updated direction.

The revised and updated 'Operational Manual for Cooperative Banks' is now ready for
publication and distribution among all the stakeholders. It is a matter of pride for NAFSCOB that
we could undertake such a mammoth task and accomplish the same. This would not have been
possible without the collective and concerted efforts of so many experts, expert agencies and the
member banks.

| would like to place on record my personal appreciation to Shri B Subrahmanyam,
Managing Director, NAFSCOB for his relentless endeavour to bring out the Operational Manual.
Further, | am pleased to acknowledge the efforts made by each one of the members of the Working
Group/Sub-Groups constituted by NAFSCOB for re-examining the existing 'Operational Manual
for Cooperative Banks'. | am especially thankful to Chairman, NABARD for ensuring valuable
inputs and contributions from NABARD in finalising the Operational Manual.

MUMBAI (DR. BIJENDER SINGH)
01-03-2013 CHAIRMAN



PREFACE

The National Federation of State Cooperative Banks Ltd. (NAFSCOB) for the first time
publishedan 'Accounting Manual' in 1979 to facilitate the member State Cooperative Banks
(SCBs) and their affiliates to adopt standardised procedures and practices in their banking and
other operations. Subsequently, many of the SCBs also brought out operation specific
manuals/handbooks such as 'Loan Manual', 'Inspection Manual', 'HRD Manual', etc. for
strengthening their in-house operations. After more than two decades, it was in the year 2000,
NAFSCOB initiated steps to review the'Accounting Manual'. As a result of extensive review,
research, deep insight and laborious effort, an extensive and elaborate set of operational
guidelines was finally brought in the form of 'Operational Manual for Cooperative Banks' in the
year 2004.

The 'Operational Manual for Cooperative Banks' in four volumes was made available to all
SCBs and their branches, District Central Cooperative Banks (DCCBs) and their branches, as well
as few Urban Cooperative Banks, cooperative training institutes, research scholars,
academicians, higher financing organisations, regulators, etc. The feedback received with regard
to the contents and usefulness of the said manual from various stake holders and others has been
very encouraging.

Over a period of time with innovations and improvements in the finance and banking sector,
new policy guidelines, operational directives, regulatory compliance requirements etc., there has
been an increased demand for revision/upgradation of the said 'Operational Manual for
Cooperative Banks'. As a result, in 2009, the Executive Committee/Board of Directors of
NAFSCOB decided to constitute a high-level 'Working Group' and four 'Sub Groups' consisting of
Chief and Senior Executives of member SCBs with adequate representation from key
departments such as IDD, PCD, DOS, HRDD and DCRR from NABARD to review and revise the
Operational Manual for Cooperative Banks.The Working Group and the Sub-Groups had
extensive consultations and deliberations on various segments of the 'Operational Manual for
Cooperative Banks'. With the inputs provided by various stakeholders and the number of experts,
the said Four Volumes of the 'Operational Manual for Cooperative Banks' were suitably modified
and upgraded. The modified volumes were reassigned to Tamil Nadu SCB for final fine-tuning and
finalisation. These four volumes were then forwarded to NABARD for their suggestions,
comments and views. The feedback received from NABARD were duly incorporated and the
'Operational Manual for Cooperative Banks'(Revised) in following four volumes has been
finalised.

Volume—-I| Manual on Branches and Banking Operations
Volume—-II Manual on Functions of Head Office

Volume—IIl Manual on Loans and Advances (Part—1 & Part—11)
Volume-1IV : Manual on Inspection and Internal Audit

It is hoped that the revised 'Operational Manual for Cooperative Banks' will further enhance the
operational efficiency of the short-term cooperative credit structure, in general and the
cooperative credit &banking sector, in particular. Further, it is also hoped that the said revised
manual will serve as an effectiveand broad-based set of operational guidelines for cooperative
practitioners as well as preachers. It has to beborne in mind that the said manual per se is not an
end by itself but a means for higher quality of performance, efficiency, better



housekeeping, improved customer services and viable operations. It is necessary to refer
to the latest policy directives, operational guidelines, regulatory requirements on each of the
issues dealtin the manual as there is constantinnovation and changes in these aspects.

We would like to place on record our heartfelt gratitude to all members of the "Working
Group' as well as the members of 'Sub-Groups' for their relentless efforts, keen interest and
valuable contributions in developing a broad framework for finalisation of the revised 'Operational
Manual for Cooperative Banks'. We would also like to place on record the keen interest, positive
interventions and valuable contributions of NABARD, particularly IDD, PCD, DOS, HRDD and
DCRRetc.

We would like to place on record our deep appreciations and gratitude to Thiru M.P. Sivan
Arul,Administrator, the Tamil Nadu State Cooperative Apex Bank; Thiru K.M. Thamizharasan, the
then SpecialOfficer of the Tamil Nadu State Cooperative Apex Bank; ThiruR. Elango, General
Manager, the Pondicherry State Cooperative Bank; Thiru K. Manohar, Deputy General Manager,
the Tamil Nadu State Cooperative Apex Bank, K. Sudhakar, the then Director, NAFSCOB and
presently our Consultant, for shouldering the responsibility of editing, correcting and fine tuning
the revised Operational Manual.

We are sure that the revised 'Operational Manual for Cooperative Banks' will meet the
requirements, expectations and aspirations of the cooperative credit and banking sector and will
serve as an effective operational and management tool in further enhancing the quality and
quantity of various services of the sector.

V-

MUMBAI (B. SUBRAHMANYAM)
01-03-2013 MANAGING DIRECTOR



-

o

OPERATIONAL MANUAL
FOR

COOPERATIVE BANKS
(REVISED - 2013)

VOLUME - |

BRANCHES
AND
BANKING OPERATIONS




CHAPTERS

CHAPTER-1

CHAPTER-2

CHAPTER-3

CHAPTER-4

OPERATIONAL MANUAL
FOR
COOPERATIVE BANKS

VOLUME - |

BRANCHES AND BANKING OPERATIONS

CONTENTS
TITLE PAGE NOS.
FOREWORD |
PREFACE ii-iii
CONTENTS iv-Xii
INTRODUCTION 1-3
1. General.
2. Volume — | : Manual on Branches and Banking Operations.
OPENING OF ACCOUNTS 4-41
1. General.
2. Opening and operating of accounts under different categories.
3. Annexure/s.
INTRODUCTION TO OPENING OF ACCOUNTS 42-43
1. General.
2. Who can introduce a customer.
3. Who cannot introduce a customer.
4. Method of obtaining introduction.
5. Verification of introduction.
NOMINATION 44-55
1. General.
2. Nomination for Deposit Accounts.
3. Nomination for Pension Accounts.
4, Who can Nominate.
5. Who can be Nominated.
6. Procedures for Nomination.
7. Cancellation or Variation of Nomination.
8. Nomination for Safe Deposit Lockers.

9. Nomination for Articles held in Safe Custody.
10. Nomination Register.
11 Death of a Customer.

—
-

Annexure/s



CHAPTER-5

CHAPTER-6

CHAPTER-7

MAINTENANCE OF ACCOUNTS & OPERATIONAL 56-64
PROCEDURES

©ONOO A WN =

10.

General.

Return of Cheques.

Cash Payment of Cheques.

Passing of Cheques.

Payment of Cash.

Security Measures.

Transfer of Accounts.

Stocks of Cheque Books / DD Books / Pay Orders and Stationery Items.
Inoperative Accounts.

Weeding out Un-remunerative / Un-desirable Accounts.
11. Procedures for submission of records to Statutory Authority.
12. Attachment Orders.
13. Other Attachment Orders.
CURRENT ACCOUNT 65-80
1. Who can open.
2. Who cannot open.
3.  Procedure for Opening Accounts.
4. Opening the Account in the Ledger and other Operational Procedures.
5. Posting in the Ledger.
6. Posting of Cheques in the Ledger.
7. Issue of Cheque Book.
8. Cheque Returned Book.
9. Cheque Returned Outward Register.
10. Stop Payment Register.
11. Pass Books / Statement of Accounts.
12. Withdrawals / Payments / Remittances.
13. Precautions to be taken while opening Current A/c.
SAVINGS BANK (S.B.) ACCOUNTS. 81-89
1. Who can open Savings Bank Accounts.
2. Procedures.
3. Other Documents Required.
4.  Minimum Balance.
5. Method of Opening S. B. A/c & Maintenance of Books.
6. Withdrawals.
7. Posting in the Ledger.
8. Pass Books.
9. Interest on S.B. Account.
10. Non-eligibility for Interest.
11. Preferential Rate of Interest.
12. Transfer of Accounts.
13. Inoperative Accounts.
14. Conversion of Accounts.
15. Staff Accounts.
16. Balancing of Ledgers.
17. Monthly Interest Provision.

2



CHAPTER-8

CHAPTER-9

CHAPTER-10

CHAPTER-11

18. Application of Interest.
19. Interest on Inoperative Accounts.
20. Closing of Account.

INOPERATIVE ACCOUNTS

1. Normal Inoperative Accounts.
2.  Exceptional Cases.

3. Annual Returns.

UNREMUNERATIVE & UNDESIRABLE ACCOUNTS
1. Unremunerative Accounts.
2. Undesirable Accounts.

TERM DEPOSITS-GENERAL
Introduction.

What is Term Deposit.

Types of Term Deposits.

Period of Deposits.

Rate of Interest.

Interest Payments.

Who can invest in Term Deposits?

©NOORWN =

9. Investment by Cheque.

10. Maturity Notice.

11. Repayment of Term Deposit.

12. Renewal of Term Deposits.

13. Additional / Alteration / Substitution of Name/s.
14. Differential Rate of Interest.

15. Preferential Rate of Interest.

16. Issue of Duplicate Receipt.

17. Procedure.

18. Term Deposit Receipts: Non-Negotiable.
19. Nomination.

20. Annexure/s.

FIXED DEPOSITS

What is Fixed Deposit.
Opening.

Issue of Deposit Receipts.
Due Date Calculation.

Ledger Posting.

Subsidiary Books.

Interest Payment.

Interest Calculations (Manual).
Calculating Interest Provisions.
0. Renewal of Fixed Deposits.

SO0 NOORWN =

Procedure for Investment / Opening the Account.

90-91
92
93-100
101-109



CHAPTER-12

CHAPTER-13

CHAPTER-14

1.
12.
13.
14.
15.
16.

Foreclosure.

Penal Interest for Foreclosure.

Loan against FD.

Foreclosure of FD under loan cover.
Closure on loan a/c on due date.
Annexure/s.

CASH CERTIFICATES (REINVESTMENT) 110-112

SOooNoohkhwN -

©ONoOaR~®WN=Z

(]

10.

1.

12.
13.
14.

0.

What is Cash Certificate.

Procedure for investment in Cash Certificate.
Types of Accounts.

Period of Deposit.

Nomination.

CC is non - negotiable.

Foreclosure.

Loan.

Interest on Loan.

Special Deposits.

ECURRING DEPOSITS 113-118

What is Recurring Deposit.

Who can open Recurring Deposit Accounts.
Other points.

Remittance of monthly instalments.

Penalty for delayed remittance.

Opening of Recurring Deposit Accounts.
Pass Book.

Interest Provision.

Foreclosure of Recurring Deposit Accounts.
Discontinued Accounts.

Loans against Recurring Deposit.
Nomination.

Balancing of Books.

Penal Interest calculation on Recurring Deposit Account.

NON-RESIDENT INDIAN ACCOUNT 119-132

©CONOO A WN =~

— — — —
wN=o

General.

Procedure.

Non-Resident Ordinary (NRO) Rupee Account.
Opening of Account.

Nature of Accounts.

Type of Accounts.

Nominations.

Mode of Opening the Account.
Operation on the Account.
Debit Transactions.

Conduct of Accounts.

Tax on income on Deposits.
Sanction of Loans & Overdrafts.

4



CHAPTER-15

14. Continuance of Loans to Residents who become Non-Residents.

15. Maintenance of Cash Reserve Ratio (CRR) and Statutory Liquidity Ratio
(SLR).

16. Non-Resident (External) Rupee Account.

17. Who can open.

18. Credits.

19. Nature of Accounts.

20. Joint Accounts.

21. Rate of Interest.

22. Nomination.

23. Premature Closure.

24. Transactions in the NRE Account.

25. Operations.

26. Loans & Over Drafts to NRE Account Holder in India.

27. Renewal of Overdue Term Deposit.

28. SLR/CRR requirements.

29. Tax Liability.

30. Statements & Returns.

31. Annexure/s

BILLS FOR COLLECTION 133-145

1.  General.

2.  A. Documentary Bills

B. Demand &Usance Bills.

3.  Procedure for Collection.

4. Sending of Cheques / Bills for Collection.

5. Scrutiny of Bills.

6.  Bills for Collection Register / Outward Bills Register.

7.  Sending the Bills for Collection.

8.  Despatch of Bills.

9. Delay in Realisation and Non- Payment Advice.

10. Realisation of Bills.

11.  AIMAS- Collecting Bank / Branch.

12. Advice of Payment by Telegram / Telex.

13. Rebate on Bills.

14. Return of Unpaid Bills.

15. Review of Pending Bills and Balancing of Outward Bills for Collection
(OBC).

16. Inward Bills for Collection (IBC).

17. Entries in Inward IBC Register.

18. Presentation for Payment.

19. Payment of Bills.

20. Inward Bills Realisation Book.

21. Remittance of Proceeds.

22. Safe Custody of Bills.

23. Books / Registers.

24. Balancing of Books.

25. Non-Payment of a Bill.

26. Post Parcels.



27.
28.
29.
30.
31.
32.
33.

Usance Bills.

Period of Usance.
Scrutiny.

Acceptance.

Delivery of Documents.
Procedures.
Annexure/s

CHAPTER-16 PURCHASE AND DISCOUNTING OF BILLS 146-151

©OoNOORAWN =~

General.

Precautions to be taken for Purchase of Bills.
Scrutiny of Bills.

Procedure for Purchase/Discounting of Bills.
Purchase of Cheques.

Bills Purchased Returned Unpaid.

Liability Register.

Book Entries.

Annexure/s.

CHAPTER-17 LOCAL CHEQUES, DEMAND DRAFTS AND OUTSTATION 152-154
CHEQUES-PURCHASE/INSTANT CREDIT

1.  General.

2. Monetary Ceiling.

3. Safe Guards to be observed.

4. Books.

5.  Procedure.

6. Vouchers/Entries.

CHAPTER-18 DEMAND DRAFTS AND PAY ORDERS 155-156

1.  General.

2. Custody.

3.  All India Mutual Arrangement Scheme (AIMAS) and State Drafts
Scheme (SDS).

4. Procedure for issue of DDs &POs.

5.  Unclaimed DDs.

CHAPTER-19 PAYMENT SYSTEMS -CLEARING OPERATIONS & 157-197
E-PAYMENT OPERATIONS
A. Clearing Operations :

1.
2.
3.
4.

General.

Clearing House.

Operations in the Non- MICR Clearing Centre.
Operations in the MICR Clearing Centre.

B. E-Payment Operations:

1.
2.

Introduction.
Electronic Clearing Service (ECS).



CHAPTER-20

CHAPTER-21

3. National Electronic Funds Transfer (NEFT).
4. Real Time Gross Settlement (RTGS).

5.  Check Truncation System (CTS).

6. Automated Teller Machine (ATM).

7.  Annexure/s.

CASH MANAGEMENT. 198-214
1.  General.

2.  Strong Room / Safe.

3.  Functional duties and responsibilities of Personnel in Cash Department.
4. Cash Balance of the Bank.

5. Shortage or Excess in Cash.

6. Remittance of Cash.

7. Insurance.

8.  Object and Advantages of maintaining the Currency Chest.
9.  Operation of Currency Chest.

10. Remittances of Treasury on RBI Account.
11. Cash Verification Certificate.

12. Custody of Keys.

13. Duplicate Keys

14. Bank Guards.

15. Annexure/s.

SAFE DEPOSIT LOCKERS 215-231
1.  General.

2. Renting the Lockers.

3. llliterates & Lockers.

4.  Staff Members & Lockers.

5.  Terms for Hiring Lockers.

6. Addition & Deletion of Names.

7. Locker Rent.

8.  Operation of Lockers.

9.  Locker left open by Hirer.

10. Valuables/Articles found in Locker Room.
11. Shifting of Locker Units.

12. Surrendering of Locker.

13. Death of a Locker Hirer.

14. Nomination.

15. Prohibitory Orders.

16. Breaking open of Locker.

17. Report of Locker Broken Open.

18. Care of locker Keys.

19. Master Key.

20. Books to be maintained.

21. Annexure/s.



CHAPTER-22 SAFE CUSTODY AND SAFE DEPOSIT 232-242

CHAPTER-23

CHAPTER-24

1.  General.

2. Safe Custody Ledger.

3. Custody Scrip.

4. Delivery of Securities & Shares.

5. Safe Custody Receipts.

6. Safe Custody Fees.

7. Safe Deposit of Articles.

8. Safe Custody of Wills.

9.  Verification of Articles in Safe Custody.

10. Delivery of Articles in Safe Custody.

11.  Nomination.

12. Deceased Customer.

13. Service Charge/Commission.

14. Documents and Keys of the Bank

15. Annexure/s.

SETTLEMENT OF CLAIMS. 243-267
(In case of Death / Insanity / Insolvency of a customer)
1. General.

2. Joint Accounts.

3.  Either or Survivor Accounts.

4. Anyone or Survivor Accounts.

5. Partnership Concern.

6. Other Accounts.

7. Insanity of an Account Holder.

8. Insolvency of an Account Holder.

9. Settlement of Claims under Nomination.

10. Settlement of Claims under Nomination — Locker Facility.
11. Settlement of Claims under Nomination — Deposit A/c
12. Settlement of Claims where Nomination has not been received.
13. Check List for verifying Claim Papers.

14. Annexure/s.

BANK'S ACCOUNTING PROCEDURE 268-277
1.  General.

2. Branch Cash Scroll.

3. Tokens.

4. Transfer Scroll.

5. Subsidiary Day Book.

6. Cash Book (Day Book).

7. General Ledger.

8. Sundry Debtors & Sundry Creditors Account.

9. Stamp Account.

10. Periodical Balancing of Accounts.

11. Other ltems of work.

12. Petty Cash

13. Monthly Interest Provisions.

14. Annexure/s.



CHAPTER-25

CHAPTER-26

CHAPTER-27

CHAPTER -28

CHAPTER -29

BOOK ENTRIES

©oNOO A WD~

General.

Current Accounts & Savings Bank Accounts.

Clearing

Bills.

Demand Drafts & Pay Orders.
Cancellation of Demand Drafts.
Cancellation of Pay Orders.
Interest on Fixed Deposits.
Standing Instructions.

MANAGEMENT INFORMATION SYSTEM

©NOOAEWN =~

General

Need for Building MIS.

TPS & MIS.

A Model for Problem Solving.
Decision Making.

Goals of MIS.

Typical Inputs and Outputs.
Functional Perspectives of MIS.

TAPALS (MAIL) — INWARD & OUTWARD

1.
2.
3.

Inward Tapals.
Despatch.
Annexure/s.

COMPUTERISATION OF BANKS/BRANCHES
( Approach of Tamil Nadu SCB)

1.

SO NoOaRWDN

0.

General.

Environmental Set up.
Physical Security.

Logical Security.

System Administration.

Usage of Software.

Procedure for PBA Operations.
Procedure for TBA Operations

Any Branch Banking (ABB)/Any Where Banking (AWB).

Automated Teller Machine (ATM).

BANKING OPERATIONS : DOS AND DON'TS

1.
2.

General.
Dos and Don'ts.

CHAPTER -30 GENERAL ANNEXURE/S

278-282

283-285

286-288

289-315

316-335

336-364



a 2

OPERATIONAL MANUAL
FOR

COOPERATIVE BANKS
(REVISED - 2013)

VOLUME - li

FUNCTIONS
OF
HEAD OFFICE

o /




CHAPTERS

CHAPTER-1

CHAPTER-2

CHAPTER-3

OPERATIONAL MANUAL
FOR
COOPERATIVE BANKS

VOLUME-II

FUNCTIONS OF HEAD OFFICE

CONTENTS
TITLE PAGE NOS.
FOREWORDi
PREFACE iii - iv
CONTENTS V - XV
INTRODUCTION 1-3
1.  General
2. About Volume - II: Functions of Head Office
STATE DRAFTS SCHEME / INTERNAL MUTUAL 4-22
ARRANGEMENT SCHEME
1.  General
2. Basic Terms & Conditions
3. Systems & Procedures
4. Issue of Demand Drafts & Accounting Procedures
5. Stop Payment of DDs at Branches
6. Cancellation of DDs
7.  Centralised Accounting of SDS Operations through Computers at Head

8.
9

10.
11.
12.
13.
14.

Office

Preparation of Floppies

Book Entries at DCCB level

Honouring of DDs by DCC Bank
Computerisation of SDS Operations in DCCBs
Reconciliation

Rectification of Errors

Annexure/s

ALL INDIA MUTUAL ARRANGEMENT SCHEME 23 - 30
(AIMAS) - OPERATIONS

1.

ook wN

General

Role of NAFSCOB

Effective operation of AIMAS
Members

Application for Admission
Enclosures to Application

1



CHAPTER-4

CHAPTER-5

7. Issuing and Honouring DDs

8. Towhom to Issue

9. Entries to be Passed

10. Books to be Maintained

11. Entries in the Register

12. Cancellation of DDs

13. Issue of DD Cancellation Advice

14. Entries to be Passed

15. Revalidation of DDs

16. Loss of DD

17. Maintenance of Current Accounts with other SCBs
18. Overdraft Facility

19. Reconciliation of Current Accounts
20. Operational Manual on AIMAS — 2007

FUNDS SECTION 31-57
General

Liquidity Management

Guidelines for Funds Managers
Reserve Management

Cash Reserves Ratio(CRR)

Liabilities to be included in Total DTL
Method of Computation of NDTL
Statutory Liquidity Ratio (SLR)

9. Reconciliation of Bank Accounts

10. Statutory Returns to RBI and NABARD
11. Maintenance of Books and Registers
12. Cash Management

13. Annexure/s

©NOOhWN =

DEVELOPMENT SECTION 58 -75
General

Opening of New Branches

Ranking of Branches

Advertisement and Publicity

Books to be maintained for Advertisements
Book Entries

Common Good Fund

Shares in other Coop Institutions
Subscriptions, Contributions, etc.

Branches - Performance Review

Review by the CEO

Policy Changes- Communication to Branches
Annexure/s

N OhON =~

- A A a O
wnN o



CHAPTER-6

CHAPTER-7

CHAPTER-8

CHAPTER-9

CHAPTER-10

DEPOSIT INSURANCE & CREDIT GUARANTEE 76 - 85
CORPORATION (DICGC)

1.  General

2. Statements to be Submitted to DICGC

3. Interest to be paid Annexure/s

PREMISES 86 - 94
General

Purchase of Property Procedures
Insurance of Property

Property Register

Lease / Rented Properties
Maintenance of Properties

Book Entries

Rented Buildings

. Bank's Building Rented Out

0. Depreciation

1. Annexure/s

S0 NooOR~WON

FURNITURE/FIXTURES 95-103
General

Assessment of Requirements
Scrutinising the Quotations
Selection

Annual Assessments

Stock Numbers

ltem Code and Item Numbers
Purchase

9. Books to be maintained at H. O.

10. Books to be maintained at Branches
11. Painting of Stock Numbers

12. Maintenance

13. Depreciation

14. Annexure/s

N>R WN =

TELEPHONES 104 - 105
1.  General
2. Telephone Instrument

MOTOR VEHICLES 106 - 115
General

Purchase of New Vehicles

Vehicle Register

Maintenance

Fuel Efficiency Report

Fuel Expenses

Log Book

NoakowN -~



CHAPTER-11

CHAPTER-12

8.

Depreciation

9. Sale of Bank's Vehicle

10. Method of Disposal

11. Book Entries

12. Annexure/s

PRINTING AND STATIONERY 116 - 127
1. General

2. Printing

3. Books to be maintained

4. Printing of Cheque Books, DD and Pay Order Books
5. Indents

6. Usage of Stationery

7. Insurance

8. Tax Deduction at Source (TDS)

9. Annexure/s

HUMAN RESOURCES DEPARTMENT 128 -153
1. General

2. HR Section

3. Staff Recruitment

4.  Written Test

5.  Conducting Written Test

6. Training

7. Qualifications for Direct Recruitment and Promotion
8. Reservation

9. Fixation of Seniority

10. Notification of Vacancies and Method of Selection for Direc Recruitment
11. Age of Direct Recruits

12. Medical Fitness and Character

13. Disqualification

14. Special Provisions

15. Probation

16. Condition of Service : Probationers

17. Confirmation

18. Promotions

19. Regulation of Promotion

20. Direct Recruits and Promotees Ratio

21. Security Deposits

22. Service Record

23. Transfer Policy

24. Retirement

25. Resignation

26. Rules of Conduct

27. Rules of Discipline and Appeal

28. Payment of Wages or Salaries

29. Kinds of leave



30. Disciplinary Action

31. Steps in initiating Disciplinary Proceedings
32. Staff Welfare Schemes

33. Service Register / Book

34. Other Responsibilities of HR Section

35. Training
36. Promotion Policy
37. Gratuity

38. Family Benefit Schemes
39. Annexure/s

CHAPTER-13 ADMINISTRATION /ESTABLISHMENT SECTION 154 - 168
1.  General

Payment of Wages or Salaries

Pay Bills

Mode of Payment

Tallying of Basic Pay

Book Entries

MIS related to Staff Loan Recoveries

EPF Accounts

. Staff Leave Records

10. Staff Loans

11. Perquisites

12. Other Allowances

13. Insurance & EPF Scheme

14. Income Tax

15. Staff Security Deposits

16. EPF Account Statement

17. Inspection

18. Issue of Salary Certificates

19. Other Responsibilities

20. Annexure/s

©COENSOAWN

CHAPTER-14 MANPOWER PLANNING FOR BRANCHES 169 171
1.  General
2.  Assessment of Manpower Requirement
3. Job Analysis
4. Computerisation and Assessment of Manpower Requirement

CHAPTER-15 BOARD SECTION 172 - 187
General

Functional Procedures

Nomination to other Co-operative Institutions

Share Capital of the Bank

Allotment of Shares

Transfer of Shares

Issue of Duplicate Share Certificate

Issue and Payment of Dividend Warrants

NN =

5



CHAPTER-16

CHAPTER-17

CHAPTER-18

CHAPTER-19

9.
10.

Government Contribution to Share Capital of Apex Bank
Annexure/s

BUDGET PREPARATION 188 - 205

S0 NoORWN =~

0.
1.

General

Coverage under Annual Budget
Purpose of Budgeting

Preparation

Suggestion A Model Budget Presentation
Consolidation of Budget Proposals
Excess Expenditures

Ratification by the General Body
Intimation to Sections

Monitoring

Annexure/s

PROFIT PLANNING 206 - 214

NGO A WN =

General

Need of the Hour

Diversification of Activities

Simplification of Procedures

Review by Executives

Transfer Price Mechanism

Strategies to reduce Losses and improve Profits
Cash Management

Credit Management

Recovery Management

Employee Productivity

Factors affecting Profitability of the Branch
Pricing the Services and Credit

Stationery

Other areas to watch

Annexure/s

PERFORMANCE BUDGETING 215 - 217

o0k wd =~

General

Performance Budgeting- A Management Tool
Preparation of Performance Budget
Coverage

Area Profile

Advantages

PLANNING AND DEVELOPMENT DEPARTMENT 218 - 226

1.

2.
3.
4

General

Purpose of Planning
Planning Process
Organising



CHAPTER-20

CHAPTER-21

CHAPTER-22

Role of Branch Manager

Planning System

Long Range Planning

Organisation

Ends-Planning

Means-Planning

Structuring the Organisation
Information System - Review & Control

INVESTMENT /TREASURY SECTION 227 - 264

N>R WN =

General

Forms of Investment

Investment Management

Investment Policy

Features of efficient Investment Policy
Role of good Fund Manager

Factors contributing to wrong decisions in Investment
Policy decisions for Diversified Lending
Approval by Board of Directors

Trading in Government of India Securities
Operations in the Section

Book Entries

Annexure/s

RECOVERY MANAGEMENT 265 - 279

S OOoONOORWN =

0.

General

Internal Factors

External Factors

Recovery Planning

Recovery of NPAs

Recovery Action

Recovery Cell

Arbitration Action

Steps to prevent Defaults in Loan Repayment
Annexure/s

PREVENTIVE VIGILANCE 280 - 285

abkrownh -~

General

IT Security

Maintenance of Registers

Daily Balances Report/Fall Back Report
Contingency Plans

CHAPTER-23 AUTOMATED TELLER MACHINES 286 - 290

1.
2.
3.

General
Essential Safeguards
Returned Cards



CHAPTER-24

CHAPTER-25

CHAPTER-26

SO0 No A

Hot Listing (Hot Carding)

Issue of Duplicate Cards

Warm Carding

Withdrawing/Stoppage of ATM Facility
Surrendered Cards

Closing of Accounts

Precautions and Controls

RECONCILIATION

©NO Ok WDN =

General

Transactions to be Reconciled

Inter- Branch Transactions

Head Office Accounts Statement
Reconciliation Arrangements

Procedure at H.O. Books Maintained
Distribution of Advices

Subsidiary Day Book/ Branches Register
Reconciliation Procedure

Reconciliation of SDS Transactions
Reconciliation of AIMAS Transactions
Reconciliation with RBI/SBI/Other Banks
Provision

Annexure/s

DAY BOOK SECTION-HEAD OFFICE

© NGO WDN =~

©

10.
1.
12.

ANNUAL CLOSING OF ACCOUNTS & FINAL AUDIT

abrwd -~

General

Books Maintained

Main Day Book

Releasing of Vouchers
Voucher Box

Tallying of Day Book

General Ledger (GL)

General Ledger (GL) -Weekly Trial Balance
Tallying

Checking

Assessment of Monthly Income
Book Entries

General

Annual Closing of Accounts

Tentative Balance Sheet

Annual Report and Appropriation of Net Profit
Annexure/s

291 - 297

298 - 301



CHAPTER-27 GUIDELINES FOR APPOINTMENT OF
AUDITORS BY SCBS & DCCBS

General

Statutory Branch Auditor

Returns

Guidelines for selection of Branches for Audit
Annexure/s

CHAPTER-28

CHAPTER-29

CHAPTER-30

ok~ wbd -~

ASSET-LIABILITY MANAGEMENT (ALM)
SYSTEM IN CO-OPERATIVE BANKS

©®NOoOOAWD =

- A a0
N = o

General

Objectives of ALM Policy

ALM Concept in Cooperative Banks
Management of Market Risks - Interest Rate Risk (IRR)
Measurement of Interest Rate Risk
Management of Interest Rate Risk

Interest Rate Risk in Banking Book (IRRBB)
Asset- Liability Pricing

Profit Planning and Growth Projections
Funding & Capital Planning

Other Aspects

Annexure/s

CREDIT RISK MANAGEMENT (CRM)

= 0NN~

General

Policy Framework

Organisational Structure for Risk Management
Credit- risk Rating Framework

Credit Risk Models

Portfolio Management and Risk Limits
Managing Credit Risk in Inter-bank Exposure
Credit Risk in Off-balance sheet Exposures
Loan Review Mechanism/ Credit Audit
RAROC Pricing/ Economic Profit

INFORMATION TYECHNOLOGY IN BANKS
AND PROCEDURES

ok wbh =

General

System Administration - Database Administration
Computer Frauds and ComputerCrimes

Disaster Recovery Management (DRP)

Other Best Practices

312 - 338

339 - 370

371 - 391

392 - 410



CHAPTER-31

CODES OF STANDARDSAND FAIR PRACTICES 411 - 434
FOR SCBs AND DCCBs

General
Definitions
Objectives
Applicability of the Code
Commitment to Customers
Information on Products and Services
Various Types of Accounts
Types of Deposit Accounts
Account Opening and Operation of Deposit Accounts
Operation of Joint Accounts
Opening of Account
Pass-Book
Interest Payment on Deposits
Minor's Account
Account of less Literate/Visually Challenged Person
'Financial Inclusion' and 'No Frills Account'
Addition or Deletion of the name/s of Joint Account Holders
Customer Information
Secrecy of Customer's Accounts
Premature withdrawal of Term Deposit
Premature Renewal of Term Deposit
Renewal of Overdue Term Deposits
Advances against Deposits
Settlement of Dues in Deceased Deposit Account
Insurance Cover for Deposits
Stop Payment Facility
Dormant Accounts
Tax Deduction at Source
Standing Instructions
Safe Deposit Locker
Operation of Accounts
AIMAS and IMAS
Foreign-Exchange Services offered through Authorised Offices
Statement of Accounts
Protecting the Account of Customers
Loans and Advances
Borrowers Covenants
Prohibition against opening Savings Bank Accounts
Rate of Interest
Charges Payable
Terms and Conditions of Banking Products
Recovery Management
Anti-Money Laundering
Asset Liability Management (ALM)
Advertising and Marketing
Prizes and Gifts
Chit Funds and Speculative Ventures

10



CHAPTER-32

CHAPTER-33

48. Protection
49. Implementation, Monitoring and Grievances Redressal Mechanism
50. Information about the Code

INWARD AND OUTWARD OF TAPAL

AND MAINTENANCE OF RECORDS

General

Maintenance of Personal Register by Sections
Disposal and Maintenance of Files

Indexing and Docketing of Files

Periodical Reports

Maintenance of Stock Files by Sections
Despatch of Outside Communications
Maintenance of Records

Records Register

Arrangement of Records

Record Issue Register

Voucher Filing

Destruction of Time Expired Records-Procedure
Annexure/s

©NOoOOAWN=

[ L G U= N (o )
R N

'FUNCTIONS OF HEAD OFFICE":DOS AND DON'TS
1. General.
2. Dos and Don'ts in 'Functions of Head Office’

1

435 - 478

479 - 494



- P

OPERATIONAL MANUAL
FOR

COOPERATIVE BANKS
(REVISED - 2013)

VOLUME - 1li

LOANS
AND
ADVANCES
(PART -1 & PART - Il)

o b/




CHAPTERS

CHAPTER -1

CHAPTER - 2

OPERATIONAL MANUAL
FOR
COOPERATIVE BANKS

VOLUME-III

LOANS AND ADVANCES
(PART —1 & PART - Il)

CONTENTS

TITLE
FOREWORD
PREFACE
CONTENTS
PART - |
INTRODUCTION
1. General
2. About Volume-lil

PRINCIPLES OF LENDING
General

Safety of Funds

Identification of Borrower
Purpose

Liquidity/Repayment

Security
Remuneration/Profitability
Risk Management

9. National Interest

10. Norms on Credit Exposure

11. Fair Lending Practices Code
12. Bank's Loan Policy

13. Types of Credit

14. Pricing of Loan Products

15. Charging of Interest

16. Service Charges on Advances
17. RBI Regulations and Restrictions

©ONOORWN =

CHAPTER -3 TYPES OF BORROWERS

1. General

2.  Minors

3. Joint Accounts

4. Sole Proprietorship

PAGE NOS.
i
iii-iv
V=XXVii

1-3

4-13

14-37



5.
6.
7.

Partnership Accounts
Joint-Stock Company
Cooperative Institutions

CHAPTER -4 PROCESSING OF CREDIT PROPOSALS 38-53

CHAPTER -5

CHAPTER - 6

CHAPTER -7

1.

©NOhWN

9.

10.
11.
12.

General

Forms of Credit
Documents/Documentations

Pre-sanction process

Credit Report

Net Worth

Assessment of Quantum of Credit Required
Time Norms for Disposal of Credit Proposals
Sources of Information

Over Trading and Under Trading

Staff Related Advances

Rejection of Proposals

CREDIT SANCTION 54-58

NOoOORAWN =~

General

General Terms and Conditions Of Sanction
Allowing Excess Over Sanctioned Limit
Guidelines on allowing Excesses
Confirmation of Excesses Allowed
Overdue Excess/Out of Order

Penal Interest

CREDIT DOCUMENTATION 59-80

N WN =

General

Stamping and Execution of Documents
Importance of Documentation

Defective Documentation : Consequences

Points for Observation while obtaining Documents
Periodicity of Renewal of Documents
Regularisation of Time Barred Debt

Annexure/s

CREATION OF CHARGE 81-92

Nooksowd=

Lien

Set-off

Pledge

Hypothecation

Mortgage

Assignment

Procedure for creation of Second Charge

2



CHAPTER -8 CREDIT DISBURSEMENT 93-103

CHAPTER -9

CHAPTER -10

1.  General

2.  Documentation Process

3. Registration of Charges in Case of Limited Companies

4.  Conduct of Pre-Release Audit

5. Valuation and Verification of Securities

6. Precautionary Measures for Different types of Facilities

7. Release of Bills Purchased Limit

8. Export Credit

9. Ensuring End Use of Funds

10. Insurance

11.  Financial Discipline

12. Other Aspects

13. Utilisation of Limits

14. Takeover of Accounts from other Banks/Financial Institution
15. Precautions

16. Transfer of Loan Accounts between Banks

17. Security

18. Liquidation of Liabilities

19. Repayment of Terms

CREDIT MONITORING 104-119
1.  General

2. Security Monitoring

3. Collection and Analysis of Data

4.  Scrutiny of Stock Statements

5. Inspection of Stocks

6. Stock Audit

7.  Periodical Inspection of Units and Verification of Securities
8.  Monitoring of Operations in the Account

9. Early Warning Signals

10. Review/Renewal of Advances

11. Keeping the Documents alive for Legal Action

12. Monitoring Recovery of Periodical Interest and Instalments
13. End Use of Funds

14. Certificate from Chartered Accountants (For Project Finance)
RECOVERY OF ADVANCES 120-130
1.  General

2.  Precautionary Measures to avert Recovery Proceedings

3.  Objectives of Recovery

4. Persuasive Measures

5.  Negotiated/Compromise Settlement for Recovery of NPAs
6. Write —Off of NPA Accounts

7.  Board for Industrial and Financial Reconstruction (BIFR)

3



CHAPTER - 11 SARFAESIACT 131-137
General

CHAPTER -12
CHAPTER - 13
CHAPTER - 14

a0~

o

Applicability of The Act

Operational Guidelines

Amendment to Securitisation Act

Enforcement of Security Interest and Recovery of Debt Laws
(Amendment) Act, 2012

Amendment to 'Recovery of Debts due to Banks

and Financial Institutions Act, 1993'

PRUDENTIAL NORMS 138-170

NGOk ®ON =

General

Definitions

Income Recognition - Policy
Reporting of NPAs

Guidelines for Classification of Assets
Provisioning Norms

Examples

Annexure/s, Case Exercises

THIRD PARTY GUARANTEE FOR ADVANCES 171179

©CoNoOORrWN =

10.
11.
12.
13.
14.
15.
16.
17.
18.

General

Consideration for Guarantee

Capacity to give a Guarantee

Bank's Standard Format

Banker's Duty of Disclosure

Liability of the Guarantor

Rights of the Guarantor

Determination of Guarantee by Guarantor

Death of the Guarantor

Insolvency of the Guarantor

Death of the Principal Debtor

Insolvency of the Principal Debtor

Payment by the Guarantor

Payment by Principal Debtor

Change in the Constitution of the Borrower
Renunciation of Common Law Rights of the Guarantor
Release of the Guarantor

Consent of the Borrowers/Guarantors for disclosure
of information to CIBIL

CREDIT RATING AND RISK MANAGEMENT 180-188

Noakrwh =

General

Aspects of Credit Risk
Competition/ Market Risk
Technology Risk
Financial Risk

Exchange Risk
Economic/ Political Risk



8. Change of Government Regulations
9. Management Risk
10. Mitigation of Credit Risk
11. Tools of Credit Risk Management
12. Credit Rating System & Sanction of Final Rate of Interest
13. Consortium Accounts
14. Rate of Interest for adhoc Sanctions/ Penal Interest
15. Loan Review Mechanism (LRM)
CHAPTER - 15 CREDIT INFORMATION - INDIAN CONTEXT 189-203
1.  General
2. Credit Information Bureau (India) Limited (CIBIL)
3. Consumer Credit Information Report
4. Portfolio Review Report
5.  CIBIL Information Scheme
6. Commercial Credit Information Report
7. Benefits of CIBIL
8. FAQs
9. Annexure/s
CHAPTER - 16 LAW OF LIMITATION 204-207
1. General
2. Limitation Periods as per the Act: Some Transactions
3. Period of Limitation against Guarantors
4. Periods excluded while computing Limitation
5.  Extension of Limitation Period
6. Procedure for obtaining Revival Letter (RL) /Certificate Of Balance
(COB)
7. Regularising Time Barred Debts
8.  Number of RLs that can be obtained/taken
9. Miscellaneous
CHAPTER - 17 STAMPING OF DOCUMENTS 208-213
1. General
2. Instruments Chargeable with Stamp Duty
3. Stamp Duty
4. Types of Stamps - How Stamped
5. Time of Stamping
6. Stamp Duty on Documents Executed in more than one State
7. Unstamped/ Under Stamped
8. Adjudication
9. Refund or Allowance for the amount of Stamp
10. Stamping of Documents
11. Rule 7 of Stamp Rules, 1926
CHAPTER - 18 FAIR PRACTICES CODE ON LENDERS LIABILITY 214-217
1.  General
2. Declaration
3. Fair Practices



CHAPTER - 19 BASE RATE

CHAPTER - 20

CHAPTER - 21

CHAPTER - 22

1.

2
3.
4

General

Computation of Base Rate
Significance of 'Base Rate'
Annexure/s

ANALYSIS AND INTERPRETATION OF
FINANCIAL STATEMENTS

©CoNoaRr®ON =

©CoNOaARrWON =R

—_—
N = O

General

Analysis of Balance Sheet

Analysis of Profit and Loss Account
Ratio Analysis

Funds Flow & Cash Flow Analysis
Contribution Analysis

Break - Even Analysis

Margin of Safety

Profitability Analysis - Selected Ratios

BOUT NABARD

General

NABARD's Role & Function

Core Functions

Objectives of Inspection

Instruments of Supervision

Types of Refinance Facilities
Supporting Cooperatives

Short Term Credit

Refinance against Investment Credit
Government Sponsored Schemes
Farm Sector/ Non-Farm Sector Schemes
Enterprises Loan Scheme (ELS)

PART - I

AGRICULTURAL CREDIT

©CoNoahr®ON =

1.

General

Policy Functions

Operational Functions

Role of DCCBs

Operations on the Limits - Eligibility

Period of the Limit and Sources of Finance

Basic Objectives of Refinance
Basic Norms of Eligibility for Credit Limits

Financial disciplines governing the Operations

on sanctioned Credit Limits

218-220

221-239

240-251

252-294

Special Conditions Governing the continuance of operations

on sanctioned Credit Limits

Separate Credit Limits for Financing Cultivation of Oil Seeds in NODP

areas



12. Special Rice Production Programme

13. Time Schedule for Submission of Application

14. Scrutiny and Sanction of Credit Limit Applications and Issue of
Sanction Letters by NABARD

15. Sanction of Credit Limits by NABARD

16. Documents to be Executed

17. Operations Discipline

18. Application to NABARD for Sanction of ST (SAO) Limits

19. Availing of Drawals from NABARD — Procedure

20. Scrutiny of Credit Limit application and Assessment of Limits by Apex
Bank

21. Sanction of Limits by Apex Bank

22. Norms and Procedures for Allowing/Sanction of Drawals to DCCBS
from Apex Bank

23. Repayment of Loans and Charging of Interest

24. Passing on of Recoveries

25. Maintenance of Demand, Collection and Balance (DCB) Register by
DCCBs

26. Maintenance of Crop Verification Register

27. Submission of Revolving Credit Return

28. Investment of Reserve Fund and Other Reserves with the Apex Bank

29. Stopping further Advances

30. Accounting Procedure

31. Annexure/s

CHAPTER - 23 KISAN CREDIT CARD (KCC) 295-310

1.  General

2. Applicability of the Scheme

3. Objectives

4. Eligibility

5. Issue of Cards

6. Fixation of Credit Limit

7. Validity /Renewal

8.  Scrutiny/Margin

9. Maintenance and Operations in the Accounts

10. Rate of Interest

11. Application of Prudential Norms

12. Reporting of transactions in LBRs

13. Operational Norms for refinance support from NABARD under KCC for a
SAO

14. Maintenance of separate accounts for SAO under KCC

15. Computation of DCB position

16. Maintenance of NODC

17. Financial of SF/MF

18. KCC — Payment of interest on Credit Balances

19. KCC — Sugarcane Borrowers

20. Procedures to be followed at DCCB level

21. Annexure/s



CHAPTER - 24 CROP INDUSRANCE SCHEME 311-332

CHAPTER - 25

CHAPTER - 26

1.  General

2. Scheme -1 : National Agricultural Insurance Scheme (NAIS)

3. Scheme -2 : Weather Based Crop Insurance Scheme (WBCIS)

4. Scheme -3 : Rainfall Insurance Scheme for Coffee (RISC)

5. Scheme — 4 :VarshaBhima (VB)

6. Scheme —5: Coconut Farm Insurance Scheme (CFIS)

7.  Annexure/s

MEDIUM TERM CONVERSION (AGRI.) LOANS 333-346

1.  General

2. Sources of Funds to ACS Fund

3. Utilisation of ACS Fund

4. When Conversation can be given

5. 'Annawari' Assessment

6. Eligibility for Conversion

7. Share of Conversion

8.  Duration of Conversion Loan

9.  Security for Conversion of ST (SAO) Loans

10. Rate of Interest

11. MTC/MTCR Loans

12. Suspension / Remission of Land Revenue

13. Financial Commitment to the State Govt. — Sharing of Conversions

14. Eligibility Norms

15. Process of Conversion

16. Re-phasement and Re-schedulement of MT Loans/Instalments

17. Conversion facilities for Crop Loans covered under Crop Insurance
Scheme

18. Application for Credit Limits

19. Documents and Certificates

20. Operations on Medium Term (Conversion) Limits

21. Annexure/s

HANDLOOM FINANCE 347-427

1.  General

2.  Financing of Primary Weavers Cooperative Societies (PWCS)

3.  Eligibility for NABARD Refinance

4. Sanction of Short Term Credit Limit by NABARD

5.  Eligibility criteria for sanction of credit limits to PWCS

6. Assessment of Working Capital

7.  Cover and Margin for borrowings of WCS

8. Application for Credit Limits

9. Sanction of Credit Limits

10. Operation in the Limits

11. Adjustment of Payments to PWCS from Apex Society

12. Inspection of PWCS by DCCBs

13. Right of the Apex Bank to Recall the Advance

14. Government Guarantee

15. Books and Registers required to be maintained

8



CHAPTER - 27 NON - AGRICULTURAL CREDIT 428-440

CHAPTER - 28

CHAPTER - 29

CHAPTER -30

1.

NoOOR~®DN

General

Non-Agricultural Cash Credit Limit proposal

Sanction of Cash Credit Limits for Non-Agricultural Purposes
Accounting Procedures

General Terms and Conditions

Operational procedures

Annexure/s

CREDIT MONITORING ARRANGEMENT (CMA) 441-450

©NoOOhA WM~

9

10.
11.
12.
13.
14.
15.

General

CMA operations

Mechanism of CMA

Revision of Exposure Norms and Monitoring & Reporting Procedures
CMA Returns/Reports

High Value Advances

Appraisal of High Value Advances

Sanction of Loans & Advances — Operational Guidelines
Financing Units with negative Net worth/ other irregularities
Block Capital/Term Loans

Rephasement Products

Credit dispensation to certain activities

Exposure Norms

Sanction of Credit Limits to Coop. Sugar Mills

Terms & Conditions for sanction of WC to Coop. Sugar Mills

CONSORTIUM ADVANCES 451-494

20N RN~

General

Role of Leader Bank in Consortium

Role of participating Banks

Borrower's Role in a Consortium

Consortium Meetings

Admission of New Members

Exit of a Member from the Consortium

Other Activities of the members in Consortium
Documentation

Annexure/s

FINANCING OTHER APEX COOP. INSTITUTIONS 495-497
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General

Documents to be obtained
Board Resolution

Procedure to sanction CC limit
Operations in CC A/c

Terms & Conditions



CHAPTER - 31 APPRAISAL OF TERM LOAN 498-506

CHAPTER - 32

CHAPTER - 33

CHAPTER - 34

General

Term Loan to Industrial/ Manufacturing Unit
Managerial Competence

Technical Feasibility

Commercial Viability

Financial Viability

Cost of Project

Means of Finance

Time and Cost Overrun

Projected Profitability Statement

Projected Funds Flow/ Cash Flow Statements
Annexure/s

ASSESSMENT OF WORKING CAPITAL 507-522

e O

9.

10.
11.
12.

General

Components of Working Capital for Trade/ Business

Proforma for Calculation of Working Capital Requirement
Traditional method of assessment of Working Capital Requirement
Tandon Committee Norms

Chore Committee Norms

Nayak Committee Recommendations

Clarifications on Nayak Committee Recommendations for Assessment
of Working Capital Limits

Cash Budget Method

Calculation of Term Loan Requirements

Documentation

Annexure/s

RURAL PROJECTS FINANCE 523-528

Nooakwb -~

General

Thrust Areas of Activities

Total Liability Register (scheme - wise)
Book Entries

Edibility Criteria

Automatic Refinance Facility

Other Terms & Conditions

NATIONAL RURAL LIVELIHOOD MISSION (NRLM) 529-541
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General

NRLM and SGSY - Key difference
Women SHGs and their Federations
Financial Assistance to the SHGs

Role of Banks

Credit Target Planning

Post credit follow-up

Repayment

Deputation of the bank officials to SRLMs
Supervision and monitoring
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CHAPTER - 35

CHAPTER - 36

CHAPTER - 37

11. Data Sharing

12. NRLM support to the bankers
13. Closure of SGSY Scheme
14. Annexure/s

DAIRY ENTREPRENEURSHIP 542-561
DEVELOPMENT SCHEME

1. General

Activities covered and Indicative Unit Costs

Eligibility

Scheme Funding/Pattern of Investment

Security Norms

Financial Assistances available from Banks/ NABARD
Scheme formulation for Bank Loan

Scrutiny of Schemes by Coop. Banks

. Sanction of Bank Loan and Disbursement

0. Lending Terms

1. Annexure/s
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PIGGERY DEVELOPMENT 562-577
General

Implementation and Area of Operation

Eligibility

Subsidy

Funding Pattern

Promotional Assistance

Sanction by Banks

State Level Sanctioning and Monitoring Committee (SLSMC)
. Release of Subsidy

10. Repayment

11. Rate of Interest

12. Security

13. Time Limit for completion of the Project

14. Monitoring

15. Other Conditions

16. Annexure/s
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POULTRY DEVELOPMENT 578-590
1.  General

2. Poultry Estates

3. Objectives of the Scheme

4. Area of Operation

5. Allotment of Land and selection of Facilitator

6. Selection and Training of beneficiaries

7. Creation of infrastructure for feed manufacturing

8. Components which can be supported
9. Preparation of Projects
10. Mother Units for rural backyard Poultry

1



CHAPTER - 38

CHAPTER - 39

CHAPTER - 40

11. Sanction of Project and release of IFL
12. Repayment period and recovery of loan
13. Refinance assistance

14. Security Norms

15. Rate of Interest

16. Monitoring

17. Role of various Agencies

18. Publicity

19. Other Conditions

20. Annexure/s

AGRI - CLINICS AND AGRI - BUSINESS CENTRES
1.  General

2. Objectives of the Scheme

3.  Eligibility

4. Project Cost

5. Linkage with Credit

6. Term Loan

7. Margin Money

8.  Security

9. Time Limit for completion of Project
10. Other conditions

11. Refinance assistance from NABARD
12. Subsidy

13. Monitoring

14. Awareness and Training Program

15. Empowering Steering Committee

16. Annexure/s

SWAROJGAR CREDIT CARD SCHEME
1.  General

2.  Swarojgar Credit Card (SCC) Scheme
3. Model Scheme

4. Review of Progress

5. Role of NABARD

6. Annexure/s

SELF-HELP GROUPS (SHGS) & JOINT LIABILITY
GROUPS (JLGS)

A. Self-Help Groups (SHGs)

1.  General

2. Parameters

3. Task for SHGs

4. Operations

5.  Characteristics of SHGs

6. Functions of SHGs

7. Documents to be obtained

8. Operation of SB Account

9. Credit support to the Group

12
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Essential documents

Credit needs of the Group
Advantages to the Society
Philosophy of the linkage
Strength of SHGs

Role of NABARD

Role of Banks

Model of SHG — Bank Linkage
SHGs graduation process
Joint Liability Groups (JLGs)
General

Objectives

General Features of JLGs
Criteria for Selections of JLG members
Size of the JLG

Formation of JLG

Savings by JLG

JLG models

Critical factors in JLG approach
Credit Assessment

Purposes of Credit

Type of Loan

Loan limit

Rate of Interest

Margin and Security Norms
Documents - Model A

Credit to JLGs

Insurance Cover

Crop Insurance

Monitoring and Review
Annexure/s

CHAPTER - 41 FARMERS' CLUB PROGRAMME

1. General

2. Diversified Role of Farmers Club

3.  NABARD Policy

4. Farmers Club - Routine and Non-routine Activities

5. Rating of Farmers Club -Broad Guidelines
CHAPTER - 42 APPRAISAL OF LOAN PROPOSALSOF SMALL AND

MICRO UNITS

1.  General

2. Objectives

3. Credit Risks

4. Appraisal Aspects

5. Sanction of Loan

6. Break Even and Contribution Analysis

7. Annexure/s

13
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CHAPTER - 43 SCB SPECIFIC LOAN SCHEMES 651-663

1.  General
2. Revolving Cash Credit
3. KalingaKissan Gold Card Scheme of OrissaSCB
4.  Annexure/s
CHAPTER - 44 DIRECT LENDING -OVERDRAFT AGAINST 664-671
TERM DEPOSITS
1.  General
2. Advances against Borrower's own Deposits
3. Procedure
4. Margin
5. Quantum of Loan
6. Rate of Interest and Periodicity of Payment
7. Period of Loan
8. Issue of Loan Card
9. Foreclosure of Term Deposit under Loan Cover
10. Documents to be obtained
11. Lien
12. Additional Loan
13. Minors
14. llliterate Depositors
15. Nominee
16. Legal Heirs of the Deceased Depositors
17. Loan to Firm/ Proprietary Concern
18. Joint Depositors
19. Deposits of other Banks
20. Vouchers and Book Entries
21. Loan Repayment
22. Trial Balance
23. Other Key Points
CHAPTER - 45 CONSUMER LOAN 672-676
1.  General
2. Persons Eligible
3. Area of Employment or Residence
4. Application
5. Associate Membership (Nominal Member)
6. Purchase of Article
7. Second Hand Goods
8. Applicant to be Customer
9. Adequate Balance in the Account
10. Guarantors
11. Documents
12. Quantum of Loan
13. Carry Home Pay
14. Period of Loan
15. Rate of Interest
16. Repayment

14



CHAPTER - 46

CHAPTER - 47

CHAPTER - 48

17.
18.
19.
20.

Insurance
Accounting
Loan Ledger
Trial Balance

SALARY LOANS

ONoOOaRLN =~

9

10.
1.
12.
13.
14.
15.

General

Persons Eligible

Purpose

Eligibility

Guarantors

Associate Member (Nominal Member)
Maximum Loan

Period of Loan

Undertaking by Employer/Pay Disbursing Officer
Loan Disbursement

Loan Repayment — Borrower's Responsibility
Rate of Interest and Penal Interest

Recovery of Overdues

Documents

Trial Balance

ADVANCES AGAINST MORTGAGES
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10.
1.
12.
13.
14.
15.
16.
17.

General

Mortgagor

Margin

Valuation

Scrutiny of Security

Legal Opinion

Simple Mortgage (Registered Mortgage)
Equitable Mortgage

Follow — Up and Supervision
Other Aspects

Procedure for Sanction

Legal Fees and Processing Fees
Documentation

Book Entries

Documents for Loan Application
Other Key Points

Annexure/s

ADVANCES ON HYPOTHECATION OF MOTOR VEHICLES

abkowbh =

General

Pre-Sanction

Sanction and Disbursal
Follow Up

Annexure/s
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CHAPTER - 49 PENSIONER'S LOAN 713-715

1 General

2. To whom can be Sanctioned
3 Loan Amount
4. Security

5. Period of Loan
6. Associate Membership

7 Rate of Interest

8 Penal Interest

9. Documents

10. Sanctioning Authority

11. Books of Accounts

12. Vouchers/Entries

13. Overdues — Recovery Action
14. Trial Balance

CHAPTER - 50 JEWEL LOAN 716-727
General

Application

Associate Membership

Purpose

Persons Eligible

Valuation of Articles

Sanctioning Authority

Appraiser Fee

Loan Amount

10. Period of Loan

11. Interest Rate

12. Safe Keeping of Pledged Jewels

13. Custody

14. Loan Issue & Other Procedures

15. At the time of Redemption

16. Overdue Loan — Recovery Procedures
17. Insurance

18. Gold (Jewel) Loan to Staff Members
19. Verification

20. Books of Accounts & Forms

21. Claims
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CHAPTER - 51 ADVANCES AGAINST LIFE INSURANCE POLICIES 728-731
General

Precautions

Maximum Amount of Advance

Assignment of the Policy

Documents

Loan Sanctioning Authority

Period of Loan

Rate of phones Interest

ONoOGRWN =
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CHAPTER - 52

CHAPTER - 53

CHAPTER - 54

9. Penal Interest

10. When the loan becomes Overdue
11. Reassignment of Policy

12. Repayment

ADVANCES AGAINST NATIONAL SAVINGS 732-733
CERTIFICATE (NSCs) & KISAN VIKAS PATRAS (KVPs)

General

Precautions & Procedure for sanction of Loan/OD

Amount of Advance

Period of Advance

Rate of Interest / Charging of Interest

Closing of Account

ok wbd =

CASH CREDIT LIMIT TO TRADERS 734-736
1 General

2 Eligibility

3. Procedure

4.  Security

5 Limit Eligibility

6 Margin

7 Loan Limit

8. Period of Limit

9. Rate of Interest

10. Penal Interest

11. Documents

12. Sanctioning Authority

13. Insurance

14. Utilisation of Cash Credit

15. Stock Statement

16. Procedure for Overdue Recovery

TEMPORARY OVERDRAFT 737-739
General

Application

Associate Membership
Documents to be obtained
Maximum TOD to be allowed
Period of TOD

Rate of Interest

Penal Interest

Operation of TOD Account
Outstanding in the Account
Renewal of TOD limits
Sanctioning Officer Responsible
Overdue TOD Recovery Action
OD Register

Return
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CHAPTER - 55

CHAPTER - 56

LOCAL CHEQUES, DEMAND DRAFTSAND OUTSTATION 740-741
CHEQUES -PURCHASE, INSTANT CREDIT

General

Monetary Ceiling

Safe - Guards to be observed

Books

Procedure

Vouchers

2B e

BANK GUARANTEES ON BEHALF OF 742-764
CONSTITUENTS

General

Indemnity and Guarantee - Definitions

Types of Guarantees

Specific and Continuing Guarantee

Pre- Sanction Stage

Precautions at the Pre- Sanction Stage

Nature of Facility

Terms of Guarantee

Analysis of Specimen of Guarantee

10. Securities

11. Sanctioning Stage

12. Duration of Liability Period

13. Limit for Issuing Un-secured Guarantees

14. Security for the Guarantees

15. Commission on Guarantees

16. Restrictions on issue of certain type of Guarantees

17. Format of the Guarantee

18. Signing of Guarantees

19. Documents to be obtained

20. Accounting Procedure

21. Guarantee Margin

22. Commission

23. Guarantee to be sent Directly to Beneficiary

24. Follow - up

25. Balancing

26. Renewal of Guarantees

27. Honouring of commitments under invoked Bank Guarantees
28. Diarisingthe due date

29. Extinguishing of Bank Guarantee

30. Registered Notice

31. Caution

32. Reversal of entries where Guarantee Bond is received back
33. Reversal of entries where Guarantee Bond is not received back
34. Maintaining Files

35. Release of Securities

36. Return to be submitted by the Branches to Head Office

37. Additional Guidelines

38. Obtaining of Confirmation in respect of Bank Guarantees

©ONOO A WN =
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CHAPTER - 57

CHAPTER - 58

CHAPTER - 59

39.

Bank Guarantees favouring Customs/Exercise Department

Recurring Deposits

40. Deferred Payment Guarantees

41. Advance Payment/Performance Guarantees

42. Additional Guarantees

43. Guarantees issued for the release of Confiscated Goods
44. Annexure/s

INLAND LETTER OF CREDIT 765-781
1. General

2. Contingent Liability

3. Parties to a Letter of Credit (LC)

4. Classification of Letter of Credit

5. Types of Letter of Credit

6. LCs on DP/DA basis

7. Pre- Sanction stage

8. Nature of Credit

9. Arrangements for meeting the LC Obligations

10. Sanction and Release

11. Amendments to the Letter of Credit

12. Custody of Documents

13. Procedures to be adopted by the Advising/Negotiating Branch
14. Negotiation of Documents

15. Procedure on receipt of Documents at Issuing Branch

16. Other aspects under ILC

17. Annexure/s

ADVANCE AGAINST GOODS 782-795
1.  General

2. Pledge

3. Hypothecation

4. Categories of advances on Produces

5. Pre-Sanction Stage

6. Security

7. Sanction and Release

8. Follow - Up and Post - Credit Supervision

9. Timely Action

10. Additional particulars for Cash Credit Accounts

11. Submission of Stock Statements and Fixing Drawing Power
12. Inspection of Stocks

DOCUMENTS TO BE OBTAINED FOR 796- 805
VARIOUS LOANS

1.  General

2. Clean Loans

3. Clean Overdrafts

4. Guarantees

5. FDR/SDR

6.

7.

Life Insurance Policies

19



8. Mortgage of Title Deeds to Properties and / or Hypothecation of
Machinery etc.

9. Hypothecation of Vehicles

10. Overdrafts against FDR/SDR

11. Road Transport Operators

12. Personal Loan Schemes

13. Staff Loans

CHAPTER - 60 LOANS AND ADVANCES : DOs AND DONT's
1. General
2. Dos and Don'ts in 'Loans and Advances'

CHAPTER - 61 GENERAL ANNEXURE/S
1.  List of General Annexures (62 Annexures)

20
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CHAPTERS

CHAPTER-1

CHAPTER-2

CHAPTER-3

OPERATIONAL MANUAL
FOR
COOPERATIVE BANKS

VOLUME-III

INSPECTION AND INTERNAL AUDIT

CONTENTS
TITLE PAGE NOS.
FOREWORD i
PREFACE iii-iv
CONTENTS iv-xv
INTRODUCTION 1-3
1.  General

2. About Volume - IV: Manual on 'Inspection and Internal Audit'

AN OVERVIEW OF INSPECTION AND AUDIT 4-19
General

Common functions between Inspection and Audit

Co-operative Banks v/s Commercial Banks

Qualitative Inspection and Audit

Scope of Inspection and Audit

Inspection Department Segregation of its functions

Various Types of Audit

Need for Internal Inspections cum Concurrent Audit System

9. Essential Qualifications and Responsibilities of an Inspector

10. Training

11. Inspection Team

12. Concurrent / Internal Audit (Inspection) of Branches

13. Responsibilities of Inspecting Officers

14. Areas of Coverage

15. Risk Based Internal Audit (RBIA) in Indian Banks

16. Suggestions by Auditors for Improving the Effectiveness of RBIA
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INSPECTION OF DISTRICT CENTRAL CO-OPERATIVE 20-31
BANKS (H.O.)

General.

Refinance System

Inspection of DCCBs Coverage

Additional Coverage

Detailed Study

a0



CHAPTER-4

CHAPTER-5

Drafting Inspection Report

Aspects to be covered in the Inspection report of DCCBs
Quality Compliance of Inspection.

. Method of calculating Net Worth

10. Compliance to be verified.

11.  Important Ratios.

12. Annexure/s

6.
7.
8.
9

INSPECTION OF BRANCHES OF APEX BANK / DCCBS. 32-95
General

Objectives.

Important aspects to be examined at the Branches.
Internal Control.

Books of Account and Internal Check.

Inspection by National Bank

Deposits

Other Liabilities

Cash and Bank Balances

10. Head Office Account

11. Loans and Advances

12. Recovery Performance

13. Bills for Collection

14. Safe Custody.

15. Safe Deposit Locker Facility

16. Premises and NonBanking Assets

17. Furniture and Fixtures

18. Other Assets

19. Profitability of the Branch

20. Frauds, Embezzlements, etc.

21. Supervision and Control over the Affiliated Societies
22. Audit of the Branch

23. Development Aspects

24. Violation of the Act, Rules, etc.

25. Compliance towards various returns to H.O.

26. Miscellaneous.

27. Profitability.

28. Rating of Branches.

29. Annexure/s
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PRIMARY AGRICULTURAL CO-OPERATIVE CREDIT SOCIETY. 96-114
General

Basic Requirements

Aspects to be examined by the inspecting officer at PACB/PACS.
Important aspects to be examined at CCB.

Calculation of Resources available with the CCB for further lending.
Internal Lendable Resources.

Medium Term Conversion Agricultural Loans.

Annexure/s
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CHPATER-6

CHAPTER-7

CHAPTER-8

PRIMARY WEAVER'S CO-OPERATIVE SOCIETY. 115-119
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General

Pattern of Working

Viability

Yarn Purchases

Production Work

Outright Purchase of Finished Goods
Marketing Arrangements
Sales

Stock

Share Capital

Maximum Borrowing Power
Borrowings

Cash

Cost of Establishment

. Accounts
. Audit and Supervision

Rebate Claims

. Annual General Body and Committee Meeting

Management

. Staff.

. Balance Sheet

. Miscellaneous

. Any other Aspects which the Inspecting Officer considers important.

CO-OPERATIVE MARKETING SOCIETY 120-123
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10.
11.
12.
13.
14.

General

Operations and Activities
Membership and Share Capital
Borrowings

Operational Deficiencies
Pledge Advances

Other Advances

Outright Purchases
Distribution of Supplies
Godowns

Audit and Supervision

Staff

Accounts

Any other Important Aspects

INDUSTRIAL CO-OPERATIVE SOCIETY 124-128
(OTHER THAN WEAVERS).

2Ll R

General

Pattern of Working

Viability

Raw Materials Purchased

Production Work

Outright Purchase of Finished Goods

3



8.

9.

10.
1.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.

Marketing Arrangements.
Sales

Stock

Share Capital

Maximum Borrowing Power
Borrowings

Interest Subsidy from KVIC
Cash

Cost of Establishment
Accounts

Audit and Supervision
Annual General Body and Management Committee Meetings
Management.

Staff.

Miscellaneous.

Balance Sheet

Any other Important Aspects

CHAPTER-9  CO-OPERATIVE PROCESSING SOCIETY (SUGAR MILLS) 129-151
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0.
1.

General

Area of Operation Coverage Membership

Members supplying Sugarcane to factory

Types of Credit Facilities.

Stock Statements

Advances to Members

DCB position of the Society

Other Important aspects to be examined at Sugar Mills.
Aspects to be verified at DCCB acting as leader of the Consortium.
Net Disposable Resources of the Borrowing Unit).
Annexure/s

CHAPTER-10 COOPERATIVE SPINNING MILLS- TAMIL NADU MODEL 152-164

2B e

General

Factors responsible for Bad performance
Seminar on SickIndustrial Units

Reasons for adverse situation

Suggestions to implement rehabilitation package
Annexure/s

CHAPTER-11 CONSORTIUM ARRANGEMENTS 165

1.

Role and Duties of Inspector

CHAPTER-12 HOUSING LOAN 166-169

1.
2.

Role of the Inspector.
Orders of the Delhi High Court Implementation of Direction.

4



CHAPTER-13

CHAPTER-14

CHAPTER-15

CHAPTER-16

CHAPTER-17

CHAPTER 18

CHAPTER 19

CHAPTER - 20

SELF HELP GROUPS 170-171
1.  Role and Duties of Inspector

DEPOSITS 172-175
l. Role and Duties of Inspector

Part A: Opening of Accounts.

Part B: Mobilisation of Deposits.
II.  Other responsibilities.

OTHER LIABILITIES & CONTINGENT LIABILITIES 176
1.  Role of the Inspecting Officer:

A. Other Liabilities.

B. Contingent Liabilities.

C. Letter of Credit

MANAGEMENT INFORMATION SYSTEM 177178
1.  Role of the Inspecting Officer.

EXAMINATION OF GENUINE AND FORGED CURRENCY. 179-184
1.  General

2. Genuine Notes

3. New Bank Notes

4. Counterfeiting Methods

5.  Examination of Genuine and Counterfeit Currencies

6. Important points for comparison of Genuine and Counterfeit Notes

7.  Annexure- Features of Genuine Notes.

RECOMMENDATIONS OF THE ESTIMATES 185-186
COMMITTEEON PREVENTION OF FRAUDS

1.  General

2. Recommendations of the Estimates Committee

RECOMMENDATIONS OF HIGH LEVEL EXPERT 187-190
COMMITTEE (GHOSH COMMITTEE)

1.  General.

2. Recommendations of the Committee.

SECURITY, CONTROLS AND AUDIT IN 191-196
COMPUTERISED ENVIRONMENT.

General

Date of Security Standards

Security Guidelines

Personnel Aspects

Security Control and Data Communication
Micro Computer Security and Controls
System Software Security

Will Computerisation deter Bank Frauds
Security measures taken by the TNSC Bank
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CHAPTER - 21 INTERNAL INSPECTION AND CONCURRENTAUDIT OF 197-250

CHAPTER-22

BRANCHES AND HEAD OFFICESECTIONS OF SCB
General

Inspection of Valuables and Internal Control
Premises & its Maintenance

Fittings, Furniture, Repairs & Maintenance
Transport Vehicles

Books and Forms, Printing and Stationery, Vouchers & Records
Income and Expenditure

Safe Deposit Lockers

. Outward Bills/Cheques for Collection

10. Inward Bills/ Cheques for Collection

11. Local Cheques for Clearing

12. Demand Drafts, Mail/Telegraphic Transfers, Pay Orders
13. Advances

14. Application and Appraisal of Credit Facilities
15. Release of Limit/s and Documentation

16. Conduct of the Account

17. Follow Up and Security/ Godown Verification
18. Various Type of Accounts

19. Bills Purchased

20. Loan on Deposit

21. Jewel Loan

22. Bank Guarantee

23. Inland Letter of Credit

24. Various type of Securities

25. Motor Vehicles

26. Supply Bills

27. LIC Policies

28. Domestic Deposits

29. Current and Savings Bank Accounts

30. Term Deposits

31. Daily Savings Deposit Accounts

32. Other responsibilities of Inspector
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INSPECTION OF REGIONAL OFFICES AND OTHER OFFICES 251- 270
1. General

2.  Objectives of Regional Office Inspection

3.  Calling for Information/Particulars/data etc. and Commencement of
Inspection

Coverage of Inspection

Organisational Set Up

Overall Review

Deposit Portfolio

Credit Portfolio

Profitability

0. Growth of Branches

1. Branch Expansion
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CHAPTER - 23

CHAPTER - 24

CHAPTER 25

CHAPTER 26

12. Credit Administration
13. Miscellaneous Suits against the Bank
14. Annexure/s

INSPECTION OF DEPARTMENTS AT HEAD OFFICE 271-276
General

Areas to be covered

Verification of Coverage

General Information

Transactions in Government Securities

Accounting Standards

Other Aspects
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INSPECTION OF EXTENSION COUNTER 277
1. General

2. Transactions to be Verified/Ensured

3. Control exercised by the Main Branch

INSPECTION OF BRANCH COMPUTER OPERATIONS 278-282
General

Day End Reports

Month/Quarter/Half Year-End Report

Term Deposits

Software

Credit Note and Debit Note

Systems and Procedures

Maintenance

Other Important aspects to be covered by the Inspecting Officer
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FRAUDS IN BANKS 283-298
General

When fraud occurs

Definition of Fraud

How fraud occurs - Four basic necessary elements

Nature, type and Classification of frauds

Classification of frauds

Few Frauds/Malpractices

Causes of Fraud

Analysis of Fraud Prone Areas in the Bank

Preventive Vigilance and the Role of Inspectors/Auditors
Staff Accountability and Penal Action

Reporting of Frauds

How to culture Vigilance in Banks

Prevention and Detection of Frauds

Common Guidelines to Inspecting Officers/Internal Auditors
Exercising Caution

Safeguards relating to Investments

Major reasons for the perpetration of fraud

Various circumstances facilitating fraud
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CHAPTER 27 GENERAL ROUTINE AND HOUSE KEEPING

CHAPTER 28

CHAPTER 29

CHAPTER - 30

General

Cash

Tokens

Cash Management

Petty Cash, Postage, Telegram, Stamps in Hand etc.

Balancing of Books

Deposit Accounts

Day Book/GL

Sundry Creditors & Sundry Debtors
Expenditure

Personnel Matter

Security Aspects
Frauds/Forgery

Stopped Cheque
Correspondence

Statement Register

Deposit Vault/Lockers

Postage

Bills for Collection (IBC & OBC)
Shares & Securities in Safe Custody
Records and Vouchers
Stationery

Furniture & Fixtures (FF)
Disbursement of Pension
Payment of Pensions

Clearing

Credit Management
Miscellaneous

COMPUTER SECURITY

1.

2.
3.
4

General

IT Security

Classification of IT Security

Risks in computerized environment:

NETWORK SECURITY
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General

Objectives of Network Security
Categories of Network Controls
Logical access control system
Intense Network

Fire Walls

INFORMATION SYSTEM AUDIT (IS AUDIT) AND
COMPUTER AIDED AUDIT TECHNIQUE (CAAT)

1.
2.
3.

General
Preventive Control -Audit prospective
Role of IS Auditors

299-319

320-322

323-324

325-329



CHAPTER 31

CHAPTER 32

CHAPTER 33

Approaches to IS Audit

Frequency of Audit

Stages of IS Audit

Pre requisites

Computer Aided Audit Techniques (CAAT)
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COMPUTER FRAUDS 330-332
1.  General

2. Computer related frauds

3. Suggested Preventive Vigilance measures

ROLE OF INSPECTING OFFICIALS IN IDENTIFYING RISK 333-342
SENSITIVITY OF BRANCHES.

1. General

2. ldentifying Risk Sensitivity of a Branch

3. ldentifying Risk Sensitivity of a Regional Office/Zonal Office

INSPECTION OF COMPUTERISED BRANCHES. 343-373
General

Inspection /Audit of the Computerised branches (EDP Audit)
Environment Security/ Cleanliness

Uninterruptable Power Supply (UPS), Data Cable and Fire Protection
Insurance

Annual Maintenance Contract

Operating System Controls - Adherence to licensing requirements
User Account Maintenance

Password

10. Network Security

11. Logical Access Controls

12. System Administration

13. Maintenance of sensitive user accounts

14. Application Systems Controls

15. Logical Access Controls

16. Output Controls

17. Interface Controls

18. Authorisation Controls

19. Data Integrity / File Continuity Controls

20. Database Controls

21. Network Management

22. Risk Acceptance (deviation)

23. Authentication

24. Personal Identification Numbers (PINs)

25. Dynamic Passwords

26. Biometrics Authentication

27. Access Control

28. Cryptography

29. Network Information Security

30. E-Mail and Voice Mail Rules and Requirements

31. Information Security Administration
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32.
33.
34.
35.
36.
37.

Audit Trails

Violation Logging Management
Information Storage and Retrieval
Penetration Testing

Maintenance

Internet Banking

INSPECTION AND INTERNAL AUDIT :
DOSAND DON'TS

1.
2.

General
Dos and Don'ts in Inspection and Internal Audit
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ABOUT NAFSCOB

The National Federation of State Cooperative Banks Ltd. (NAFSCOB), Mumbai was established on
May 19, 1964 with a view to facilitate the operations of State Cooperative Banks (SCBs) and
District Central Cooperative Banks (DCCBs), in particular and Development of Cooperative
Credit & Banking, in general.

The specific objectives of NAFSCOB are to:

® Provide acommon forum to the member banks to examine the problems of cooperative
credit, banking and allied matters and evolve suitable strategies to deal with them.

e Promote and protect the interests of the member banks in all spheres of their activities
and to give expression to the view of the member banks.

e (o-ordinate and liaison with Government of India, Reserve Bank of India, NABARD,
respective State Governments and other higher financing institutions for the
development of cooperative credit on behalf of the member banks.

e Provide research and consultancy inputs to the member banks in order to facilitate
them to strengthen their own organisations.

e Organise conferences/ seminars/ workshops/programmes/meetings to share the
views of common interest with view to contribute for better policy decisions.

NAFSCOB functions with three main sections.
1. Planning, Research and Development (PRD)
2. All India Mutual Arrangement Scheme (AIMAS)

3. Computer Services Division (CSD).
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