jﬁnmﬁc'mm'rﬁ OF COOPERATIVE AUDIT: ODISHA: BHUBAN ESWAR.

Letter No.V1 (4) 35/2015 4/5 5/_;‘:1 [ Audit-2 Dated. 23’/'/ 5'9//7

To

The Assistant Auditor General of Cooperative Societies,
Cuttack-11/ puri/ Balasore/ Rerhampur/ Jeypore/
sundargarh/ Khordha.

Sub: Revision in the format of Long Forrm: Audit Report (LFAR] of UCBs
in the Statednclusion of ohservation on the compliance status of
submission of De positor Education and Awareness (D EA) Fund

farms and returns in the bank’s LEAR.

Sir/Madam,

Enclosed, please find herewith a revised format of Jong form Audit

I Report (LFAR) for inclusion of ohservation on the compliance status of submission
of Depositor Education and Awareness (DEA] Fund forms and returns in the bank's
LEAR as re-prescri hed by RBI for its adoption for statutary audit report of UCES i
the state from the year 2018-19 and on-wards.

So, you are req gested to circulate among the auditors, conducting
cratutory audit and bra nch audit of YCBS under your jurisdiction for the year 2018-
19 to submit audit reports in new format.

—

Yours faithfully 1
i ‘:"'h-uu o
gt
joint Auditor General of

Z/{ _ Eyzpemtwe Societies, Odisha.
Memao Mo. {.,?_N_,___fg Dated.w

A

Copy alongwith revised format to the CEOs/ gecretaries of Urban
Cooperative Bank Ltd; Cuttack/ Kendrapada UCE Lid./ Puri UCBL/ Balasore UCBL/
Rerhampur UCBL/ Jeypore cuBL/ CUBL paralakhemundi/ UCBL, Rourkelaf The
Utkal Cooperative Bank Ltd, Bhubaneswar for information and guidance.

\ fooo
sy Tl
Joint ﬂudEr%:!'afPéril of

'S‘/ Epuperative Socleties, odisha,
Memo “ﬂ'_ﬁ—‘é i_;‘ Dated._3 [Z /7 /

Copy to the General Manager, DCRS, REL Bhubaneswar fnrfinfnrmai‘inn
and necessary action. il Ny
e

1
—7 7 T g o
joint Auditor ué’:f.«.&%r% 1
Cooperative Societies, Odisha.
“ -
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Memo No, ‘éjéré}:? f Dated, ff/?////f/:) /

Copy submitted to the Registrar of Cooperative Societies, Odisha,

Bhubaneswar for kind information and necessary action, :i o e
| S

__..l.l

AL
Jaint Au dlfﬂr Een Emfnf
Cooperative Socleties, 0disha

Memo Nao, 45‘ é?/ / ! Dated. -:"?r‘/ / %’f 9 ¥l

Cnpy to the Deputy Secretary to Government of Dd:sha. Cooperation

Department, Odisha, Bhubaneswar for information and necessary actjon.
L A |

s VY AW A
Joint Auditor Genetal of
ﬂi?j:perattve Societies, Odisha,
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Long Form Audit Reports in respect of Bank Branch®

The following paragraphs list the maiters which the branch auditors of banks ars expecied to
/ : : i

comment upon in their long form audit reports. The Annexure to this LFAR contzins questions

which are relavant ta branches dealing in large/rregularfcntical advance accounis.

Where any of the comments made by the auditors in their LFAR is adverse they should
conzider whether a gualificalion in their main report is necessary, it shouid not, however, be
assumed that every adverse comment in the LFAR would necessanly result in o qualification
in the main report. In deciding whether a qualification in the main repor is neecessary, he
auditors should use their judgement in the facls and circumstances of each case Where the
auditars have any reservations or adverse remarks with regard to any of the matters to be
deait with in their Long Form Audit reports, they may give the reasons for the same. Also
whera relevant, instances of situations gving rise to their reservations or adverse remarks

may also be gven,

I ASSETS

(i} Cash

B Does the branch generally carry cash balances which vary significantly from the limits fixed
by ihe controiling auihorities of the bank? :
Does the branch hold adequate nsurance cover for cash-on-hand and cash-in-transit

# |s cash maintained in effective joint custody of two or more officials, as per the instructions
of the contralling authonlies of the bank?

= Have the cash balances al the branch been checked at pericdic intervals as per the
procedure prescribed by the controliing authorities of the bank?

tii} Balances with RBI, SBI and other banks
¥ \Were balance confirmation ceriificates obtained in respect of outstanding balances as at
the year-end and whether the aforesaid balances have been reconcilad? The nature and
axtent of differences should be reporad,
# Your observations on the reconciliaion statements may be reported in the following
manner
i} Cash transactions remainmg unresponded (give detaiis)
il Revenue tems requiring adjustmentiwrite-off (give datails)
it} O outstanding balances remaining unexplained/unadjusted. Give details for

? [This Long Form Audit Report should be addressed by the branch suditers to the Chairman of the bank,
concernad with 2 copy thereol 1o the Statutory Auditors)



LFAR v Bank Dranc:

- Outstanding between six months and one year: and
- One year and abave
¥ In case any item deserves special aflention of the management, the same may 5o
reported.

{iii} Meney at Call and Short Notice

= Has the Branch kept money-at call and short notice auring the year? If so, whether
instructionsiguidelines, if any, laid down by the Contralling Authorities of the bank have
been complied with?

(i) Investments

For branches

# Are there any investments held by branches on behalf of Head Office / other affices of the

bank? If so, whether these have been made available for physical verification or evidences

have bean praduced with regard fo the same where these are rot in possession of the

branch?

Whether any amounts recerved as incame on such investments have been reported to the

Head Office 7

= In respect of investments held by branches on behalf of Head Officalother offices of the
bank wheather any income is acerued / raceived and recognized as income of the branch
contrary to the instructons of the controliing auvtharities of the bank?

#  Whether there are any matured or overdue investmants which have rot been encashed?

If 50, giva detais?

Whether the Guidelines of the Reserve Bank of India regarding Transactions In securities

have been complied with.

'\'\.'

".'

= Whether the Guidelinegs of the Resernve Bank of India regarding valuation of investmenis
havie beon complied with,

{v) Advances

(The answers to the following gquestions may be based on the auditor's exemination of all farge
advances and a test check of other advances. In respect of large advances, all cases of major
adverse features, deficiencies, etc. should be reported. In respect of other advances, the
auditor may comment upon the relevant aspects generally, along with instances of situations
giving rise to his reservations or adverse remarks. Eor this purposes of the above, large
advances are those in respect of which the culstanding are in excess of 5% of the aggregate
atlvances of the branch ar ¥ 2 crore, whichever is less.}



LFAR for Bank Branch

¥ Credit appraisal

-

r

tn your opinion, has the branch complied with the proceduresiinstructions of Hoad
Oiffice regarding preparation of proposals for grantirenewal of advances, enhancemeant
of fimita ete . including adequate documentation in respact thereof,

* Sanctioning' Disbursement

-

In the cases examined by you, have you come across instances of credit facililies
having been sanctiocned beyond the delegated autharty or limit fixed for the branch?
Are such cases promplly reported to higher authorities ?

In the cases examinaed by you have you come across instances where advances have
bean disbursed without complying with the terms and conditions of the sanction? If so,
give details of such cases.

# Documentation

In the cases examined by ywou, have you come across instances of credit facilities
réleasad by the branch without execution of all the necessary documents? If so, give
details of such cases,

I respect of advances examined by you, have you come across instances of
ageficiencies in documentation, non-registration of charge, non-obtaining of guarantess
etc. H so, give details of such cases.

Whether advances agamst lien of deposits have been properly granted by marking a
lien on the deposit in accordance with the guidelines of the controlling authorities of
the bank,

¥ Review/Monitoring/Supervision

Iz the procedure laid down by the eontrolling authaorities of the bank, for periedic review
of advances including periodic balance confirmation / acknowledgemant of debis,
foliowed by the Branch?

Provide analysis of the accounts overdue for review/ranewal

= between & months and 1 year, and

= gver 1 year

Are the stock/book debt statements and other periodic operational data and financial
statements, efc, received reguiarly from the borrowers and duly scrutinized? Is
suitable action taken on the basis of such scruding in appropriate cases?

Indicate the cases of advances bo non-corparate entities with limits beyond T 10 lakhs
where the branch has not obtained the accounts of borrowers, duly audited under RBI
guidelines with regard lo compulsory audil or under any cther statute.



LFAR for Bank Branc

* Has the inspection or physical verification of securities charged to the Bank been
carnied out by the branch as per the procedure laid down By the controfling authorities
of the bank? '

* Inrespact of advances examined by you, have you come across cases of deficiencies
i value of securities and inspection thereof or any octher adverse features such as
frequent / unauthorized overdrawing beyond limits, inadequate insurance Coverage,
ete. 7

* In respect of leasing finance activities, has the branch comphed with the guidelines
issued by the controlling authorities of the hank relating to securty creation, assat
inspection, insurance, etc? Has the branch compled with the accounting norms
prescribed by the controlling authorities of the bank redating to such leasing activities?

+ Are credit card dues recovered prompthy?

* Has the branch identfied and classified advances into  Standard/Sub-
standara/Doubtfull Loss Assets in line with the narms prascribed by Reserve Bank of
India? (The auditor may refer to the relevant H.O. instructions for identifications of
NPAs and classification of advances).

+  Where the auditor disagrees with the branch classification of advances into standard /
substandard / doubtiul / loss assets, the datails of such advances with reasons should
be given. Alsc indicate whether suilahle changes have been incorporated / suggested
in tha Memorandum of Changes.

= Have you come across cases whera the ralevant Contralling Authority has authorised
legal action for recovery of advances or recalling of advances but no such action was
taken by the branch? If so, give details of such CASES,

* Have all non-performing advances been promptly reported to the relevant eontrolling
authority of the bank? Also state whather any rehabilitation programme in respect of
such advances has been undertaken, and If so, the status of such programma.

*  Hawve appropriate claims for DICGC and Export Credit GuaranteefInsurance and
subsidies, if any, been duly lodged and satfied? |f nat, indicate the number of cases
and the amounts involved should be given in the following format,

b _Patioulars T Number | Ameunt(f] ]
mhims as at the beginning of the year |

|{Give year-wisedatalls) | | i S
Further claims lodged during the year y | : 3
Total A I S, SR A
| Amounts rapresenting: R B o A e S

| (=) Claims accepled / settted (give |
__,_‘LIEE'::?-‘EEEE_E@.HE}_._.._... A, S S SR

(1+]] Claims rejected (give year-wise - - b
L | details) ” J e




LFa&F: for Bank Branch

Total B 7 = ] 3 =1
Balance as at the year-end (give year-

‘wise delails) G J
A8 = ]

———
L}

In respect of lrun--l:l-l.’rfurmﬁ'l_g_asieti. has the branch obtained valuation reparts from
appraved valuers for the fived assets charged to the bank, once in three years, unless
the circumstances warrant a shorter duration?

In the cases examined by you has the branch complied with the Recovery Policy
prascribed by the controling authoriies of the bank with respect to
compromiselsettiement and write-off cases? Details of the cases of compromise |
selllement and write-off cases involving write-offs/waivers in excess of ¥ 50.00 lakhs
may be given.

List the major deficiencies in credit review, meniloning and supervision.

¥* Guarantees and Letters of Credit

Details of sulstanding amounts of guarantees invoked and funded by the Branch at
the end of the year may be obtaned from the management and repored in the

foliowing format:

a) Guarantees invoked, padd but not adjusted:

~ Sr.No. Dateof |Nameof| Name of Amount | Dateof | Remarks |
invocation the beneficiary recovery
— party | L I

b} Guarantees invoked but not paid:

T R TR e ——

invocation | the party | beneficiary racovery |

i_é;:ﬂ;r_i "~ Date of MName of MName of Amount Date of Remarks

|

Details of the outstanding amounts of letters of credit and co-acceptances funded by
the Branch at the end of the year may be oblained from the management and reported
in the foliowing format,

Sr.No. Date of | Name of Name of Amount Date of | Remarks
funding | the party (LClco- recovery i
acceptance, I
! | Ell'n.:l_ I i
| f F I
L ks I | L .

(vi} Other Assets
# Stationery and stamps

Does the system of the bank ensure adequate internal conirol over issue and custody
of stationery comprising security items (Term Deposit Receipts, Drafts, Pay Orders,



L I LEAR for Bank Branch |
T L _

il

Cheque Books, Traveller's Cheques, Gift Chegues, etc )7 Whether the system s being
followed by the branch?
= Have you cume across cases of missing / lost items of such stationery?
* Suspense Accounts! Sundry Assets
¢« Does the system of the bank ensure expedibous clearance of Hems debited to
Suspense Account? Details of old outstanding eniries may be obtained from the
management and the reasons for delay in adjusting the entrias be ascertained. Does
the scritiny of the accounts under various sub-heads reveal balances, which in your
opirion are not recoverable and would require a provision/write-off? If so, give details
In the following format:
_Year _ | Amount (T) ﬁ _ Remarks

—
|
L]

- e =

[

= Doee your test check indicate any unusual items in these accounts? If so, report their
nature and the amounts involved,

II. LIABILITIES

(i) Deposits

= Have the controlling authorities of the bark laid down any guidelines with respect to
canduct and operations of Inoperative Accounts? in the cases examined by you, have you
come across instances where the guidelines laid down in this regard have not been
folliowed? if yes, give details thereof.

# After the balance sheet date and il the date of audit, whether there have been any unusual
large movements (whether increase or decrease) in the aggregate deposits held at the
year-and? If so, obtain the clarifications from the management and give your comments
therecn.

#  Are thers any overdue ! matured term deposits at the end of the year? If 50, emount thereof
should be indicated.

(i) Other Liabilities
*  Bill Payable, Sundry Deposits, etc.

« The number of items and the aggregate amaount of old autstanding items pending for
three years or more may be cbtained fram the Branch and reported under approprate
heads.

= Doas the scruting of the accounts under various sub-heads reveal old balancas? [f 50,
give detals in the following format theresf.

| _Year | "Noofitems |  Amount(f} | Remarks |

i-\.

—— - . S -

SR =

i}




LFAR for Bank Branch

« [oes your test check indicate any unusual items or material withdrawals or dehits in
these accounts? If so, report their nature and the amounts involvad,

(iif) Contingent Liabilities

By

List of major itama of the contingant llabiities (other than constituents' liabilities such as
guaraniees, letters of credit, acceplances, endorsements, etc) nol acknowledged by the
Branch?

PROFIT AND LOSS5 ACCOUNT

Whether the branch has a system lo compute discrepancies In interest / discount and for
timaly adjustment thereof in accordance with the guidelines laid down in this regard by The
controlling authorities of the bank? Has the test checking of interest revealed excess/short
credit of material amount? If so, give details thereof.

Has the branch complied with the Income Recognition norms prescribed by RBIT? (The
auditor may refer to the instructions of the controling authorilies of the bank regarding
charging of interest on non-performing assets)

Whether the branch has a system to compute discrepancies in interest on deposits and

for tmely adjustmen! of such discrepancies in accordance with the guidelings |laid down in
this regard by the controlling authorities of the banx? Has the test check of interest on
deposits revealed any excess/short debit of material amount? H so, give details thereof
Dioes the bank have a systemn of estimating and prowiding interest accrued on overdue /
matured term deposits?

Are there any divergent trends in major items of income and expenditure which are non-
satisfactonly expiained by the branch? if so, the same may be reported upon. For this
purpose, an appropriate statement may be obtained from the branch management
explaining the divergent rands in major items of income and expenditure.

V. GENERAL

{1} Books and Records

¥

=

In case any books of account are maintained manually, does general scruting thereof
indicates whether they have been properly maintamed, with balances duly inked out and
authenticated by the authorised signatories?

In respact of computerized branches:

= Whnether hard copies of accounts are printed regaiary?

= |ndicate the exdent of computerisation and tha areas of operation covered

« Are the access and data sacurity measures and other internal controls aclequata?

7



LFAR for Bank Branch

*  Whether regular back-ups of accounts and off-site storage are maintained as per the
guidelines of the controiling authorities of the bank?

= Whether adeguale contingency and disaster recovery plans are in place Yor
loss/encryption of data?

« Do you have any suggestions for the improvement in the system with regard to
computerized operalions of the branch?

(i) Reconciiiation of Control and Subsidiary Records

¥ Have the figures, as al the year end, in the control and subsidiary records bean reconciled?
If not, the last date upto which such figures have been reconciled should be given under
the respective heads, preferabiy in the following format:

| Account |  Date General Ledger T " Subsidiary | LastDate on ‘

— b — — Balance {¥) | which balanced
B S SR S e ey S

{iii) Inter Branch Accounts

* Does the branch forward on a daily basis to a designated cellHead Office. a stalemeant of
debilfcredit ransactions in relation to other branches?

# Does a check of the balance in the Head Office Account as shawn in the =aid statemeant

during and as at the year-end revaal that the same s n agreameant with the Head Office

Account in the general ledger?

Are there any outstanding debils in the Head Office Account in respect of mnler-branch

ransactions ¥

Does the branch expeditiously comply with { respond to the communications from the

designated celll Head office as regards unmaiched transactions? As at the year-end are

thara any unrespondad f uncomplied queries or communications? i sa, give defails?

Have you come across items of double responses in the Head Offica Acoount? If so, give

details,

# Are then: any oldflarge outstanding transactionsientries at debits as at year-end which

"1?

'Q..'

Lo

remain unexplained in the accounts relatabie to inter-branch adjustiments?

{r¢) Audits/inspections

# I the brisnch covered by concurrent audit or any ather audit / Inspection during the year?

> Inframing your audit repoart, have you considered the major advarse comments ansing out
of the latest reports of the previous auditors, concurrart auditors, stock auditors or internal
auditors, or in the special audit repor or in the inspection report of the Reserve Bank of
India? State the various adverse featuras persisting in the branch, though brought out in
these auditinspaction reports.



LF&li far Bank Bisnch

(%) Frauds
#  Furnish particulars of frauds discovered during the year under audil at the branch, tugether
‘with your suggestions, if any, to minimise their occumeance.

(vi) Miscellaneous

#  Does the examination of the aceounts indicate possible window dressing?

= Does the branch maintain records of all the fixed assets required and held by it irrespec tive
of whether the values thereof or depreciation thereon have been centralised? Whether
documents of fitke in relalion lo branch or other branches are available at the branch,
whether the same have been verifiad.

# Arethere any other malfers, which you as a branch audtor would like ta brng to the nobice
of the management or the Statutory Auditors






Annerere 1o LFAR for tumishing detais of Large / vegular / Criticsl Advance Accounts
T et

f Largeflrrequlari/Critical Advance Account®

or furnizhi

I. Name of the Borrower

£ :i;.ddress

3 Gonstitution

4. Nature of business/activity

5. Other units in the same group

G. Total exposure of the branch to the Group
a} Fund Based (% in lakhs)
b} Nen-Fund Based (¥ in lakhs)

. Name of Proprietor/ Partners/ Direclors
8. Name of the Chief Executive_ if any

9. Assel Classification by the Branch
a} as on the date of current audit

B} as on the date of previous Balance Shae

10. Asset Classification by the Branch Auditor
a) as on the date of current audit

b) as on the date of previous Balance Sheet

ﬂjrl}",l.'l'l:\.

SRR b RO B

{

'\-G.".l aa bena

11. Are there any adverse features pointed out in relation to asset classification by the Reserve

Bank of India Inspection or any other audit?

12. Date on which the asset was first classified as NPA {where appiicabie)

13. Facilities sanctioned:

“Provision Mage -2
= —

e —— S ol LB L M

Date of | Nature |Limit | Primary Collateral ' Margin | Balance outstanding at
Sanction | of T in | Security Security | % the year-end S
facilities | Lakhs) | Current | Previous
I ] —}— |Year  |Year |
. ! j 4
S ) I S I

——

-

? {to be obtained from the branch management by the Branch Auditors of branches dealing in large

advancesiassel recovery branches)

I

@



Annexura 1o LFAR for furishing detads of Langa / Imegular § Crtical Advance Accounds

14. Whether the advance is a consortium advance or an advance made on multiple-bank basis

15 If Consonium,
a) names of participating banks with hair respeclive shares
b} nrame of the Lead Bank in Consorlium

18. If on muliple banking basis, names of ather banks and evidence thereot

17. Has the Branch classified the advance under the Credit Rating norms in accordance with
the guidelines of the controfling authorities of the Bank

16, a) Details of verification of primary security and evidence therzof,
b4 Detaits of valuation and evidence thereof

Date | Nature of Security | Value Valued hy
Verifled
Ingured for ¥ lakhs {Bxpining on )

19 a) Details of verification of collateral security and evidence thereof
b} Distails of valuation and evdence thereof

Date Nature of Security Value Valued by
Verified |
Insured for 2 lakhs (expiring on ]

20. Give details of the Guarantee in respect of the advance
a) Central Governmant Guarantee,
b) Staie Government Guarantes,
¢) Bank Guarantee or Financial Institution Guarartee,
d) Cther Guarantee
iProvide the date and value of the Guarantse in respect of the above)

21. Compliance with the terms and conditions of the sanction

! Terms and Conditions Compliance
| ) | Primary Security -

a) | Charge on primary security

! b} | Mortgage of fixed assets




Annexuie 1o LEAR for fumishing details of Large / Imegular § Critical Advarce Accounls

Registration of charges with Registrar of Companies

Insurance with date of validity of Policy

llateral Security

Charge on collateral security

Mortgage of fixod assela

=y

Registration of charges with Registrar of Companies

[ d)

Insurance with date of validity of Palicy

)

| Guarantees - Existence and execution of vaiid guarantees

Asset coverage to the branch based upon the arrangement (i.e.,
consartium or mulliple-bank basis)

v) | Others

&) | Submission of Stock Slalements! Quarterly Imfarmation fia
Statements and cther Information Statements

b} | Last inspection of the unit by the Branch officials: Give the
date and details of errorsfomissions noticed

[ c) | In case of conscrium advances, whether copies of
documents executed by the company favouring the
cansartium are available

[ d) An;.rml:u'ﬂ'_-er area of nmmmﬁﬁ;nue with the terms and
conditions of sanction

22, Key financial indicators for the last twe years and projections for the current year

Audited year | Audited year | Audited year |
Indicators ended 31st ended 31st ended 31st
March March March
Tumover
Increase in turnover 9%  ower
previous year

and tax

| Less: Interest

_Met Cash Profit before tax

| ess: Deprecialion

Less: Tax

Net Profit after Depreciation and
Tax

—

Met Profit to Turnover Ratio

Capital (Paid-up)

 Reserves

| MNet Worth

Turnover lo Capital Empioyed Ratlo
[ {The term capital employed means

R

£,
115



of

Anmexure to LFAR for fumishing details of Large / megudar 7 Critical Advance Aocounls

|_tlia sum of Net Worth and [ong
Term Liabifities)

Current Ratio

Stock Turnower Ratio

Total Chitstanding Lisbilites! {otal
| Mot Waorth Ratio

in case of listed companies, Market
Malue of Share?

(a) High,
{b) Low, and
e} Closing B

bl

Earnings Per Shara

Whether the accounis
audited?

If yes, upto what date; and are thera
_any audit gualfications |

were

23 Observations on the operations in the account:

Indicators

Excess over

Excess over [imit

1. No of occasions on which the balance
exceeded the drawing powerisanctionad limit
(give details)

drawing power

Reasons for excess drawings, if any

Whether excess drawing were reporied to the

st rra e | e e

Debit Summation
(¥ in Lakhs)

Credit Summation |
(2 in Lakhs)

2. Tolal summation in the account during the
yaar

Less: Interest
| Balance

24 Adverse observations in other audit reponis/inspaction Repons/Concurrent Auditors
ReportfStock Audit Report/Special Audit Report or Reserve Bark of India Inspectian with

regard to;
. Documentation;
ii.  Operalions,
. Security/Guarantee, and
iv, Others

25 Branch Manager's overviaw of the account and its operations.

26 &) In case the borrower has been identified/classified as Non-performing Asset during the
year, whiather any unrealised income including income acorued in the previous year has
been accounted as income, contrary to the Income recognition Morms.




Annexure o LFAR for furmishing delaits of Large lrmegular £ Critical Advance Acoounts | Li-.'f"

by Whether any action has been imitiated towards recovery in respeci of accounts
wentifiediclassifind as Non-performing Assets,

A

[hades: Signalurd and Seal of Branch In-Charge

1 -'Illll L 'i..'“

Wi

e, '
i
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The fallowing paragraphs list the important matters with regard to advances, iquidity and funds
management, imternal confrol, automation and computerisation. and profitabilily, besides
certain general matlers, which the statutory auditors of banks are expected (0 comment upon
in their lang form audit reports. It may be mentioned that thie list is lustiative and not
exhaustive. Therefore, if it i felt that certain other important matters deserve to be included in
the iong form audit report, the statutory auditars may do so.

Many of the matters to be dealt with by the stalutory auditors in their LFARS will be based on
the LFARSs received from branches. In dealing with such matters, the statutory auditars are
expected to make fheir observations on the basis of a review of branch auditors’ LFARS

Where any of the comments be made by the auditors in their LFAR is adverse they should
consider whether a qualification in their main report is necessary. It should not, however, be
assumed that every adverse comment in the LFAR would necessarily result in a qualification
i the main report. In deciding whether a qualification in the main report is necessary, the
auditors should use their judgement based on facls and circumstances of each case Where
the auditor have any reservation or adverse remarks with regard to any of the matlers to he
geall with in their Long Ferm Audit Reports, they may give the reasons for the same, Also
where relevant, instances of situations giving rise o their reservations or adverse remarks

may also be given.

I. ADVANCES

(i} Loan Policy
» Existence of Loan Pobcy - specifying the prudential exposure norms, mdustry-wise
exposures, regular updation of the policy, system of monilering and adherence thereto.

(ii} Credit Appraisal

» Existence of a well laid-down system of appraisal of loan/cradit proposals, including
adequacy of information for appraising the credit worthiness of the applicant. and
adherence thereto.

{ili) Sanctioning/disbursement

——r—r———

! {The Statulory Auditor should address the LFAR to the Chairman of the hank and & copy thereaf should
be forwarded to the CRCSACSE of the respective states)
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Delegation of powers/authority at various fevels: adherence te authorised limits; whather
limils are disbursed after complying with terms and conditions of sanction.

(iv) Documentation

=
1

Y

¥V WV ¥ Vo

System of ensuring that documents are executed as per the terms of sancilon.

Nature of dacumentation delects otuservad during audit and aufggestions to avod such
defects.

Syslem of documentation in respect of Jointfconsorium advances.

Renewal of documents.

Review/monitoring/supervision

Periodic balance confirmationfacknowledgement of debts

Recewing regular information, Stock/Book Debt statements, Balance-Sheet etc.
Receiving audited accounts in the ease of borrowers with imits beyond # 10 lekhs.
Syelemn of Scrutiny of the above information and follow-up by the bank.

System of penodical physical verfication or Inspection of siocks, equipment and
machinanes and other securities.

System and perlodicity of stock audits.

Inspection reports and their foliow-up

Narms and awarding of Cradit Rating

Review of advances including enhancement of Emits.

Monitoring and follow up of over dues arising out of olher businesses such as l=asing, hire
purchase, credit cards ele.

Cwverall monitoring of advances through maturity/ageng/industry wise exposures and
adherence to loan policy

(vi} Recovery Policy in respect of Bad/Doubtful debts/NPAs

=

el

Existence of recovery policy, regular updation thereof, monitonng and adherence thereto,
comgliance with RBI guidelines

Syslem of menitoring of recovery from credit card dues in respect of credit card issued.
Effectiveness of the system for compiling data relating to the bad and doubtful advances
and the provision in respect thereof

System for identification, quantification and adequacy of provision,

Systam for suspension of charging of interest and adherence thereto

Ascertaining the realizable value of securities tmcluding tha valuation of fixed asseis) and
the possible realisation from guarantars including DICGCIECGC,

Assessment of the efficacy of rehabilitation programmes

Methed of appropration of recoveries against principal, interest ele

2
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System of compromise settliements: Review of all such cases of recovery of over ¥ 1 crore
and also cases where limits of sacrifice ald dawn in the recovery policy is excseded
Fompliance with RBI guidelines,

Frovisions/write-offs under proper authority.

Recovery procedure, including that relating to suit-filed and decreed aceaunts.

System of dentifying and reporting of wilful defaulters.

(vii) Large Advances

B

.

Comments on adverse features considerad significant and which nead management's
attention.

UIDITY AND FUNDS EMENT

(1) Investments

B

[
.

b

¥

=

Existence of investment policy and adherence thereto; compliance with BBI guidelines.
System of purchase and sale of invesiments, delegation of powers, repxorting systems,
segregation of back office functions efc.

Contrels over investments, including periodic verilication/reconciliation of investments with
book records,

Valuation: Mede, changes in mode of valuation compared te previous year, shortfall and
provision therefor

Composition of investment partfolic as per RBI guidelines and the depreciation on
investments, if any, not provided far.

System relating te unquoted Investments in the portfolic and the liquidity of such
investments,

System relating to SGL/BRs: control over SGL/BRs outstanding at the year-end and their
subseguent clearance.

System and penodicity of concurrent and intemal auditiinspection of invesiment activitiss:
follow up of such reports.

System of recording and aecounting of income fram invastments.

System of moritoring of income accrued and due but nat received.

System of monitoring matured investments and their timely encashment

Average yield on investments.

System relating to Repos.

{if) SLR | CRR Requirements — System on ensuring compliance

¥

'
-

System of compiling weekly DTL position from branches,
Records maintained for the above purposs.

r
I
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(iii) Cash
» System of monitoring of cash at branches; and management of cash through currency
chest operations. ]

\'.'

Insurance cover (including insurance for cash in transit)
System and procedure for physical custody of cash.

{iv) Call money operations
» System relating to inter-bank call money operations.

(v} Asset Liability Management

# Existence of policy on Asset — Liability Management and menitoring thereof, compliance
with the RBI guidelines,
Functioning of Asseat Liability Management Committes.

»  Structural Liguidity at penodical intervals.

i INTERNAL CONTROL

(i) Written guidelinesfinstructionsimanual for accounting aspects

(if) Balance of Books/Reconciliation of control and subsidiary records

+ System of monitoring the position of balancing of booksiraconciliation of coniral and
subsidiary records.

#  Follow up action.

{iii} Imer-Branch Reconciliation

= Caomments on the system/procedure and records maintained.

= Tesl chuck for any unusual entries put through inter-branchhead office accounts.

# Pasition of ouistanding entries and system for locating long outstanding items of high

value

-tl'

Steps laken or proposed to be taken for bringing the reconciliation up-to-date,
# Compliance with the RBI guideiines with respect to provisisning for ofd cutstanding entries,

{iv) Branch Inspections

= System of branch inzpections; Frequency; scopefcoverage of inspectionfinternal audit
concument audt or revenue audit; reporling

+  System of follow-up of these reports; position of compliance.

(¥} Frauds/Vigllance

b}

+ Observations on major frauds discovered during the year under gudit
+ System of follow-up on vigilance reparts.
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(vi) Suspense Accounts, Sundry Deposits etc.
*  System for clearance of items debited/credited to these accounts.

I/CAPITAL ADEQUAGY

# Enclose a copy of the caphal adequacy cerfficate.

V. AUTOMATION AND COMPUTERISATION

= Existence of Computerisation and Automation Palicy, pProgress made during the year

under review,

Critical areas of aperations nol coverad by automation

#  Number of branches caverad by computerisation and the extent of computerisation.
Frocedures for back-ups, off-site storage, contingency and disasie recovery and

o

hil

adherence therefo.
# Existence of Systems / EDP audit: coverage of such audit
Electronic Banking, existernce of syslems and procedures: Moentoring; reguiar updation of
technelogy, method of review and audit of procedures.
&  Buggeslions, if any, with regard to computersation and automation

VI. PROFITABILITY

#  Analysis of variations in major tems of income and expenditure compared to previgus
year. Imporiant ratios such as BoA, RoE, etc.

L E

¥ Foiicy relating to general provisionsireserves.

VIl. SYSTEM AND CONTROLS

&= Existence of systems and proceduras for concumrent and internal audits, inspections, EDP
audit of computer systems / software etc,, rmonitoring and follow-up of such feports.

+ Existence of Management Information System: methad of compilation and accuracy of
information.

= Reliability of feguiatory reporting under the offsite surveillance system of the REI

Vill. OTHER MATTERS

# Comments on actounting policies ineluding comments on I:hawﬂs in accounting policies
made during the period.

#  Policies and systems for maonitoring activities such as underariting, derivatives, etc

# Adequacy of provisions made for statutory fabilities such as Income Tax, Interest Tax
Gratuity, Pension, Pravidaent Fund, etc.

*  Adeguacy of provisions made for off-balance shest txposures and other claims against
the bank.

1



f}"v

E.

LF&R for Bank

Any major observations on branch returns and process of their consolidation in Tinad
statement of accounts.

Balances with other banks - observations on oulstanding llems m mq:unc.il:'al:ik?n
statements. :
Procedurs for rovaluation of NOSTRO accounts and outstanding forward exchangs
contracis.

IX. OBSERVATIONS ON THE WORKING OF SUBSIDIARIES OF THE BANK, IF ANY:

b

r

-

Reporting system (o the holding bank and
Major logses of the subsidiary, if any

X. con NCE EA, FUN HEME, 2014

b i

b il

X1,

v

Transter of all unclaimed deposits to DEA Fund since inception.
submission of various forms and returns.

Submission of Reconciliation Cerificate.

System of addressing customer complainis.

Refund of deposits to customers/claimants.

Audit of the racords maintained by the banks,

MANAGEMENT

Funclioning of elected board, composition, committees, compaosition of committees, their
oversight, cofporate governance, professionalization of management, reguiarity in condi
of meetings, issues discussed in the meetings, defaulting directors, if any, violations of
bye-laws by the directors, disqualification of direclors, etc. In case, Administrator is In-
charge of the bank, commeants may be made on the performance of the administrator.
Whether the CEQ has been appointed as per the fit and proper crileria prescribed
Competence of CEC in managing the E»ard-: and in implementation of polictes in conformity
with the guidelines issued by Gol / RBI,

Competence of second line management, specific job card, recruitment policy, training
and HREL plans, rofation of stafl, accountabiity, etc.
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Revision in the format of Long Form Audit Report (LFAR) - Ir_mlusiun of chservation
on the compliance status of submission of Depositor Education and Awareness
(DEA) Fund forms and returns in the bank's LFAR
As you are aware, we had vide our lefter UBD.No.PoT.27/09.06.00/93-04 dated August
17, 1993, forwarded inter-alia the LFAR intended for audit of commercial banks and their
branches to you with a request 1o adopt the same with suitable madifications for the audit
of Primary (Urban) Co-operative Banks under your jurisdiclion. However, keeping in view
the changes in regulatory | supervisory framework of banks since then, the LFAR format
has been revisited. Further, in order to monitor the returmsforms/ certificales relaling to
24k 7 DEA fund it has been decided to sutably incorporate in the bank's revised LFAR
e ;_ observalions on the compliance status of ia) procedure for crediting tho unclaimad
!;rq'm amaunts o DEA fund and (b} submission of DEA fund returns/iforms/ certificates.

2. The revised LFAR format comprising the feliowing documents as enclosed in Annes
may be utilized from year ending March 31, 2019 onwards:
Les
{3 £l 9 (i} Questionnaire In connection with LFAR in raspect of a branch.
{ii) LFAR by Slatutory Auditors of the bank.

(il ) Annesure o LEAR for furnishing details of largefimegular/crilical accounts.
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3. May | request you to bring the above to the notice of the Statutary Auditors undertak ng
audil of Primary (Urban) Co-operative Banks under your jurisdiction for neceﬁs;rr
compiiance. Similar request is being made fo the Central Registrar of Co-operative
Societies and the other Stale Governments also.

Py 7 1\-?‘.:%

Yours sinceraly,

¥

Encls: As above

Dv, Tribikrarn Pradhan, |AS
Raegistrar of Co-operative Societies
Government of Odisha

Heads of the Directorale Building
7th and 8th floor, Keshari Magar
Bhubaneswar — 751001



