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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.

I 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, I 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'. I am especially thankful to Chairman, NABARD for ensuring valuable 

inputs and contributions from NABARD in finalising the Operational Manual.



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 – III : Manual on Loans and Advances (Part – I & Part – II)
Volume – IV : 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 



MUMBAI
01-03-2013

(B. SUBRAHMANYAM)
MANAGING DIRECTOR

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 dealt in the manual as there is constant innovation 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 

DCRR etc.

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.
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CONTENTS

CHAPTERS TITLE   PAGE NOS.

FOREWORD  I

PREFACE                  ii-iii

CONTENTS                iv-xii

CHAPTER-1 INTRODUCTION 1-3

1. General.

2. Volume – I : Manual on Branches and Banking Operations.

CHAPTER-2 OPENING OF ACCOUNTS 4-41

1. General.

2. Opening and operating of accounts under different categories.

3. Annexure/s.

CHAPTER-3 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.

CHAPTER-4 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.

12. Annexure/s
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CHAPTER-5 MAINTENANCE OF ACCOUNTS & OPERATIONAL   56-64
PROCEDURES 
1. General.
2. Return of Cheques.
3. Cash Payment of Cheques.
4. Passing of Cheques.
5. Payment of Cash.
6. Security Measures.
7. Transfer of Accounts.
8. Stocks of Cheque Books / DD Books / Pay Orders and Stationery Items.
9. Inoperative Accounts.
10. Weeding out Un-remunerative / Un-desirable Accounts.
11. Procedures for submission of records to Statutory Authority.
12. Attachment Orders.
13. Other Attachment Orders.

CHAPTER-6 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.

CHAPTER-7 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.
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18. Application of Interest.

19. Interest on Inoperative Accounts.

20. Closing of Account.

CHAPTER-8 INOPERATIVE ACCOUNTS 90-91

1. Normal Inoperative Accounts.

2. Exceptional Cases.

3. Annual Returns.

CHAPTER-9 UNREMUNERATIVE & UNDESIRABLE ACCOUNTS 92

1. Unremunerative Accounts.

2. Undesirable Accounts.

CHAPTER-10 TERM DEPOSITS-GENERAL 93-100

1. Introduction.

2. What is Term Deposit.

3. Types of Term Deposits.

4. Period of Deposits.

5. Rate of Interest.

6. Interest Payments.

7. Who can invest in Term Deposits?

8. Procedure for Investment / Opening the Account.

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.

CHAPTER-11 FIXED DEPOSITS 101-109

1. What is Fixed Deposit.

2. Opening.

3. Issue of Deposit Receipts.

4. Due Date Calculation.

5. Ledger Posting.

6. Subsidiary Books.

7. Interest Payment.

8. Interest Calculations (Manual).

9. Calculating Interest Provisions.

10. Renewal of Fixed Deposits.
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11. Foreclosure.
12. Penal Interest for Foreclosure.
13. Loan against FD.
14. Foreclosure of FD under loan cover.
15. Closure on loan a/c on due date.
16. Annexure/s.

CHAPTER-12 CASH CERTIFICATES (REINVESTMENT) 110-112
1. What is Cash Certificate.
2. Procedure for investment in Cash Certificate.
3. Types of Accounts.
4. Period of Deposit.
5. Nomination.
6. CC is non - negotiable.
7. Foreclosure.
8. Loan.
9. Interest on Loan.
10. Special Deposits.

CHAPTER-13 RECURRING DEPOSITS 113-118
1. What is Recurring Deposit.
2. Who can open Recurring Deposit Accounts.
3. Other points.
4. Remittance of monthly instalments.
5. Penalty for delayed remittance.
6. Opening of Recurring Deposit Accounts.
7. Pass Book.
8. Interest Provision.
9. Foreclosure of Recurring Deposit Accounts.
10. Discontinued Accounts.
11. Loans against Recurring Deposit.
12. Nomination.
13. Balancing of Books.
14. Penal Interest calculation on Recurring Deposit Account.

CHAPTER-14 NON-RESIDENT INDIAN ACCOUNT 119-132
1. General.
2. Procedure.
3. Non-Resident Ordinary (NRO) Rupee Account.
4. Opening of Account.
5. Nature of Accounts.
6. Type of Accounts.
7. Nominations.
8. Mode of Opening the Account.
9. Operation on the Account.
10. Debit Transactions.
11. Conduct of Accounts.
12. Tax on income on Deposits.
13. Sanction of Loans & Overdrafts.
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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

CHAPTER-15 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.
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27. Usance Bills.

28. Period of Usance.

29. Scrutiny.

30. Acceptance.

31. Delivery of Documents.

32. Procedures.

33. Annexure/s

CHAPTER-16 PURCHASE AND DISCOUNTING OF BILLS 146-151

1. General.

2. Precautions to be taken for Purchase of Bills.

3. Scrutiny of Bills.

4. Procedure for Purchase/Discounting of Bills.

5. Purchase of Cheques.

6. Bills Purchased Returned Unpaid.

7. Liability Register.

8. Book Entries.

9. 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. General.

2. Clearing House.

3. Operations in the Non- MICR Clearing Centre.

4. Operations in the MICR Clearing Centre.

B. E-Payment Operations:

1. Introduction.

2. Electronic Clearing Service (ECS).
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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.

CHAPTER-20 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.

CHAPTER-21 SAFE DEPOSIT LOCKERS 215-231

1. General.

2. Renting the Lockers.

3. Illiterates & 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.
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CHAPTER-22 SAFE CUSTODY AND SAFE DEPOSIT 232-242
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.

CHAPTER-23 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.

CHAPTER-24 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 Items of work.
12. Petty Cash
13. Monthly Interest Provisions.
14. Annexure/s.

8



CHAPTER-25 BOOK ENTRIES 278-282

1. General.

2. Current Accounts & Savings Bank Accounts.

3. Clearing

4. Bills.

5. Demand Drafts & Pay Orders.

6. Cancellation of Demand Drafts.

7. Cancellation of Pay Orders.

8. Interest on Fixed Deposits.

9. Standing Instructions.

CHAPTER-26 MANAGEMENT INFORMATION SYSTEM 283-285

1. General

2. Need for Building MIS.

3. TPS & MIS.

4. A Model for Problem Solving.

5. Decision Making.

6. Goals of MIS.

7. Typical Inputs and Outputs.

8. Functional Perspectives of MIS.

CHAPTER-27 TAPALS (MAIL) – INWARD & OUTWARD 286-288

1. Inward Tapals.

2. Despatch.

3. Annexure/s.

CHAPTER -28 COMPUTERISATION OF BANKS/BRANCHES 289-315

( Approach of Tamil Nadu SCB)

1. General.

2. Environmental Set up.

3. Physical Security.

4. Logical Security.

5. System Administration.

6. Usage of Software.

7. Procedure for PBA Operations.

8. Procedure for TBA Operations

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

10. Automated Teller Machine (ATM).

CHAPTER -29 BANKING OPERATIONS : DOS AND DON'TS 316-335

1. General.

2. Dos and Don'ts.

CHAPTER –30 GENERAL ANNEXURE/S 336-364

--------------------
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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 a common forum to the member banks to examine the problems of cooperative 

credit, banking and allied matters and evolve suitable strategies to deal with them.

lPromote 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.

lCo-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.

lProvide research and consultancy inputs to the member banks in order to facilitate 

them to strengthen their own organisations.

lOrganise 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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