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I Sane Praresiure for weithey off of bad assets

1

‘ siove the rovisions under Rule -65 of the OCS Rules 1965 provides Tor directions to be

f/ woared for sriting off of bad assets of cooperative societies, a detailed guideline conteining

pecedure for processing the write off proposal and its administrative approval was prescribed in

. thiz Dueciorate Circular Mo. 7992/ 02.07.2001. The said Circular was applicable to all types of

s s ooperative Societies inthe Siate.

was obzerved by BB that many State Cooperative Banks and District Centeal Conperative

s Bt fnvested in the shares of other cooperative societies/instifutions and could net seons

- vetfrement of shares as stipulated by the RBI, due to either non existence of such provisions with

e e deaiptant society or the concerned society has become defunct resulting in the Bank’s non-

complience e the provisions of Section 19 of the Banking Regulation Act 1949 (AACS). Since

section-19 of the BR Act 1949 [AACS) stipulates that no Cooperative Bank shall hold shares i any
e conperative soclety except 1o such extent and subject 1o such conditions as the Heserve Bank

nuy snecify in that bebalf, the investment in shares of other cooperative societias by the 508 and

¢ other DUCHs violates the  statutory provisions. As per the extant instructions of the RBi,

coaperative bank should offer to make its contribution to the shares of a cooperative society only it
the Byelaws of the recipient society provide for the retirement of share capital coniributed by i
fhe retirement of the share capital contributed by a bank to the shares of any society should be
completed in 10 egual ennual instalments commencing fromm the cooperative vear immediately

folterreng he year in which the concern commences business or production. Further, 5 copperiive
Banioshoudld not, except with the permission of the Reserve Bonk, contribute to the share capiial of

a society §F i is situated outside its area of operation.

¢ in Gdisha, the OSCH and as many as 13 DCCBs out of 17 DCCBs have invested in Shares ot
:{ ather Cooperative Societies violating the provisions of BR Act 1249, which turned bad as thes:
|- organisations have become defunct, moribund or put under liquidation. With a view to avercoms
i ihe aivaation, it has been directed by RBI to write off the bad investments as per the provisions
:f ' prescribed in this regard by respective State Cooperative Sozieties Acts.

5( The matter was discussed in the meeting on writing off of shares invested by the O5CH and
k DUCEs i tiquidated/ defunct Cooperative Societies held on 26.03.2013 under the Chairmanship of
the Commissioner cum Secretary, Cooperstion Depariment wherein it was decided that the
i Caopaegtive Banks may be allowed to wiite off such had assets with certain condigions and the
J! : Chinular nstructions issued in Ciroular Noo 7992/ 02.07.2001 of Uirgctorate of Cooperative Auds
1{ may be reviszd accordingly.

Keeping the above aspects in view, and in pursuance of the decisions of the meeting beld an
26.03.2013, it is now decided fo revise the procedure for writing off of shares invested by
Cooperative Banks in other Cooperative institutions. However, a Bank mus? obtain the approval
{ troam AGCS, Odisha by referring the write off propesal to his office. The procedure for write off i as
SRRy

a) The amount of share to be written off must be identified as NPA {Loss) and cent percent
provision made in the Balance Sheet. ,
b} A Certificate to be furnished by the Chief Executive of the insiitution stating that the

amount is treated as irrecoverable despite all possible stens taken to recover the sarme.
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The proposal for wri'éing off the shares invested in Societies where Net Worth has becorye
negative resulting in the complete erosion of the Share Capital of the Societies concerned,
should be accompanied with the Resolution of the Committee of Management followed by
approval of General Body to the extent that the amount is irrecoverabie and it is fully
covered by provisioning as per Income Recognition and Asset Classification (IRAC} norms.

The amount wiitten off shall be treated as loss in the year of account in which such write off
is effected and the value of the written off assets is to be adjusted from the provisioning
amount made in the Balance Sheet against such assets. After writing off, if the Bank gots
back its share from the Society where it has been invested then the same will be treated as
income in the year of account in which the amount is accounted for.

All other terms & conditions-and the accounting procedure as prescribed in this Directorate
Circuiar No. 7992/ 02.07.2001 for writing off of bad assets also holds good in this case.

ryg

the aforesaid procedures are applicable to OSCB and DCCBs in the State. The instructions
in this Directorate Circular No. 7992/ 02.07.2001 stands modified to this extent and this

Circutar shall have immediate effect.
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Copy forwarded to the Managing Director, OSCB/ Secretaries of all CCBs Tor information ami

necessary action. They are requested to write off the share invested in cooperative Societies, if any,
by following the procedure laid down in the Circular scrupulously under intimation o this
Directorgie and local administrative authorities of this Directorate.
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Cony forwarded to the Assistant AGCS of Circles for information and necessary aition. They
-gquasted 1o circulate the modified norm on writing off of bad assets by Cooperative Banks, 1¢

re mvested in Cooperative Societies amongst the Auditors/ Concurrent Auditors unddey fhew

trol for their guidance and examination during audit of Cooperative Banks.
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Copy subiitted ro the Commissioner cum Secretary 1o Guvei‘rm':em, :..m.ag}(ffanﬂr:

Departrnent for favour of kind information and necessary action with reference to Memeo No.

83(5)/ 04.04.2012 of Managing Director, O5CB, Bhubaneswar. P
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