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Ta,

The Assigtant Aduditor General,
Cooperative Societles o Circles,

Hibr= Circulor oh Rile of Directorsg of
0828 and DOCBs. .

Haden/ BL 1,

Encloged please find herewith the copy of the
NABAED Cireular No.187/I1D0/08/ 2010 on Rle of the Soerd of
Directors of ScB and DOCSs (D0's and Don'ts).

You ara reguested to clreulate the ebove guldelines
emongst the euditors under your aduini gtrative Control including
the soncurrent suditora jor their ;ruidauu:?uudit of Central

Toop erative banks.

Yours faithfully,
Lt

£y qlplzers
suditor a;’hiiajl.
Enclogurest=Ag above. Joop erative Soct sties Odi sha.
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Cheate Sir

Fale of the Directors on the Board of Direciors of

BOEs ) CCTh - Cude of Congluet (Do's ypd Don'ts)

Plesse reler to owr vircular Mo, 194 7 10D - 21 / 2006 (Ref. No. NB.IDD.COOQP S £ 188 V.20
2606 ) dated 16 November 2006 on the caplioncd subjeet advising thal the Boards of Directors of
Cooperative Banks have the responsibility of overseeing the performanee of the respective bank's
operations und crsure thal they function in accordance with the guidelines issued by ihe
RBUNABARDIGoUS ate Government and achieve the objectives of good povennce and deal with
insuus of viability and sustainability. The vasious Cooperalive Secietics Acty, the Bye-laws Tumed
there unler and model Bye-luws spell out the duties, functions and obligations of directors of these
banks. However, in the post implementation of the Gol Revivel Package for Short Term Cooperative
Credin Stuclures (STCCS) and “Agriculurel Debt Waiver & Debt Relicl seheme 2008, the
Couperatve Nanks nved to Turther strengthen their Board of Directors in order to discharge their
dutigs effemively. In view of this the Code of Condust (Da's & Don'ts) for the Board of
Direzlurs has been reviewed and the same i piven in the Annexure,

'2. Counstitution of Beard of Directors - Eligibility of Directors :

The Fiv and Proper Criterin 28 prescribed by RBI should be fullowed in the canstiiution of Beard of
Drircctors of the Bank. Since the directors are #lecicd from amongst the members {cxecpt so-opled
and nominated direcwers), the persons who sre nol eligible for admission even as members cunnot act
o0& premojers of become directors of the bank. ln particular, pessons engaged in money lending,
finoneing and investment aclivities, ¢ither in Individual capacity vr as prepricior partner’ emplovee!
director of any concem as also those convicted of any criminal offensss including moral wipinade
are ineligible in terms of clause b (ii} of the model Bye-law no.9 and’or the prcn.hmm contained in
the Coopurative Socicties Aet (concemed). The Board of Directors (BODs) is prin narily voncered
with the formulation of policies kesping in view the gu]d:.ﬂnl:s ssued by RBI, NABARD and
State/Uentral Goveriynent, The Roard should also exercise overall supervislun and comtrol wver the
[unctivping of the bank, heaving day 1o day administration 10 the Chiel Executive Offiver (CLO) of
the bank.
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| rofgssinnalivm bn the Board of Directors:
e direvtars af Couperative Banks must be knowledpeable and persons of high integnity. Vhey
must function in o cohesive manner and provide leadership for the smooth and cfficient

‘nanagenwent of vhe affairs of the bank. This calls for o certain degree of professionulism in thig

Beurd of Dircctors. To ensure profussionalism in e Boord, the boanks should adhere 10 the criwrs
presesibed by WAL in this regard under “Fit and proper criteria”, The it shauld also kave a
suitable pravision in their Bye-laws to ensure this.

4. Rile of Board of Directors - Code of Conduct (Do's and Don’is)

fonrd of Directors of the Cooperative Bank should ensure thal prapot loan policies are adapted and
fallowed, It ehould be ensured that ail circulwrs and other material relaling to policies issued by
HMLEMHABARDGol Sune Governmers are £2en by ¢very member of e Dourd amd also placed
hatore e Noard for suitable action, De's anid Dont's issued by us vide our above referred circulf
have been reviewed ad an ustrative Code of Corduct which inclodes the Do's and Doen'ts for
guidanee of the dinceiors of Cooperative Banks is given in the Annexure. o orler 0 cnfurd
aifhergice 1o the code of eonduct wy gxpect fhat, ence (he szanderds are formulated the e
slaguld be gipmed by the Dirggors in wiingss af RCS qrd N4BARD, The list is illusteative and not
exhaustive and is oot W be reparded as o substinne w the apecified duties, reapansibilities or nyghts
af the Bourd uf Dircctors as enunciated in the cooperative law and / or Bye-laws of iho roapeetive
banks.

-._,-'5. A eopy of this circular may be placed i the enswing Baard mieeting

6. Please acknowledge receipt of this cireular 1o the concerned RO of MABRARD.

Y ours fathfolly

s -
{Suraj Mhan)
Chief General Manager

Encl: Annexure

Mole SCU b requested to circulate coples of cirevlar u:l.wg with enclosures smong DOCDs in the State,
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wii, ensury ubservance of staltory requirements and puidclines isswed by Cemiral Guvt BRI
HABARTYNS 1ate Gowvi

{h) Business Develupment Rolet

1. [raming and adoption of Lona policy and Manwal,

il review of demand based diversified loan portfolio to have befier income

ni. review of deposits with reference 1o high & low cost,

rv, effigient manapement of Fends and improving prefitabiliny.

w. review of investiment management and form o Commitiee 1o mansge it

wi. budgeting of incoma & expenditure, performance & profitability review

Vi spotling pew business gotivities Inelusive of non fund business,

witl review of branches expesially loss making branches,

i, loany sunctioned by CEQ/GM 1o be put wp to the Doard.

x. srcate elfective follow wp and monitoring sysiem for prompt and timely recovery and reduce
lewvel ol TIPAs and ovérduzs.

xi. lo analyse the trends of economy, assist In the discharge of managemeni's rezponsibilily lo
publis ond fonnuletion of measwes 1o improve customer service and be pencrally of
eonsiruclive nasistance (o the bank minagement.

w1l review of Arbitration ¢ases coses,

{¢) Devilopment aspects :
Th dirgetors should bestow sitentlon en the following aspects of 1he bank's workings and functlivns

. preparation of Development Action Plans for successive financial year (Example - for 20011412,
1t should be prepared and approved by Beoard in March 2011.)

i implementation of plan should be monltored ot quarterly intervals,

il invelvement in Covt, spunsoredMational priority progmnmes alse promoting SHGs, JLOs,
Farmers (Zlubz sle, for greater financiol inclusion.

.. crente environment fur effective coordination with higher end lower ters.

v. sstablishuinent of proper MIS and intensifying tc-mpatmisnucm process,

vi. monitoring of key risk arcas,

vil. steps for finnncial literacy and eredit counseling.

(a) Mon-Interference :

The directors should not :

i interfere in the day-to-day functioning of the bank.
. invelve themsclves In the routine or every day business and in the managenient functions.
il gend inatructions / dircetions 1o any Individuat officer/ employes of the bank in any marner

(h) Ma Spansorship

The dircetors should not

I sponsor uay loan proposal, buildings and sites of bank's premises, enlistnent of empantlment of
conrtractons, urchitects, ductors, lawyers, sic.

1. approach or influence for sanctlon af any kind of Cxcility.




ANNEXURE i

CODE OF CONDUCT for the Inreciors of the
Dank’s Board of Direclor approved by the Board.

L. NEED AND OBJECTIVE OF THE CODE :

As part of Corporate Ciovemance, & Code of Conduct for Lireettss on the Doard of an cnuity aml i
Copjor Mainsgement nesds to be lwd down. enior hancpement has Lewn delined io imelude
p.‘_-r:nn:r'ltl who dre metnbers of its Core Management (10p xecutives ot the level of Generl
“anagers) and Rinchional neads excluding the Board of Directars. Accunlingly the Dank bag uid
dawen this Catle for its Directors on the Board a ils Core Management.

1. BANK'S BRLIEF SYSTEM

Thia Cods of Conduct alicmpts (o 5el fonh the guiding principles on which thu Bank shall eperale
and cenduet s daily business With it multindinous stakeholders, government and regulatory
apencica, medin, and anyone else with whoin il {5 conpected. It recognises thal the Buank is a tjustes
unl custodian of public monsy and in order 10 fulfill its fiduciary obligations and respunsibilities, it
hat ta maintoin and coninue to enjoy the st and confidence of public at large. The Diank
pcknowledges the need 1o uphold the integrity of every fransacticn it eplers into amd belleves that
honusty and integrity In ils intcrnal conduet would be judged by its external behaviaur. The Dank
shall be vommitted 1 ull its octions to the interest of the courtries in which it oporates, The Bank is
conscioun of the reputalion it cAITIES LITONEN i1s customers and public at largs and shall endeavour
vo dur all it can 1o susinin and fmprove upbn ihe sxme in its discharge of ohligations. The Bank shall
cuptinus to inttinte polisics, which are CUStIRED centric and which promote financial prudence.

[1l. PHILOSOPHY OF THE CODE:

The Code has cerala expecialion) from the membears of the board - Do's and Don'ts for the
[iresiors on the Bound of Directors of Cooperative Banks which are as fol lows:-

{u) Corperate Goveroancs

The Dirsctars should

i, equip with Cooperative Societies Adt, Bye-lows & Rules.

ii. sitend the Doard meeling regularly, participate effectively and wotk in 2 spirit of "Cooperation
must succeed”

\ii. reccive ngenda notes in advance and study as regards 1o quality af eontent and coveraps.

iv. invalve in formulnticn of general poliey and itz implementation by monitoring perfonmance of
the bank ot regular intervals,

v, ensure thot selection of CEO os per "Fit and Proper Criteria” prescribed by RBIL

vi, ensure adoplion of a proper HR policy in relalion to pecruitment, plecement, promotion, transfer
and training.

vii. strepgthen imemal eheck and comtrel mechamism a3 regards o sogregelion of duties and
responsibilitica and fizing accountabliiry.

wiii.strengihen intemal audiy systam & vigilance mechnnism and 13 jimely reporting and fullow up
pction theroon.

in. carefully perose sudit report & NABARD Inspection Report and ensure timely compliznce.

s, review of frowds commiticd.

xi. limely reporting and action teken. 2
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v, BpoRsut any ©

vi, Ivolve themselves in any matics pelating
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-
cipate in the Doard discussions, il 2 propesal n which Thuy fE

~'u|1.;1¢s:-.::l, comes up for Jiscussitng, Thay shoukd dissloss their interest, well 11
Chbef kxecutive Dificer and the Board.

andidate for reenitment Bf propotion of interfers in the process ©f
pppaintment of in ransfers of stafl.

Ao onything which will interfere with an
conduct and inteprty of the staif.

aeleuiivif

| ot be subversive of manlenanss af disciplini, gued

e personncl adminigiration - whather b 1
appoinunent, tranafer, posting or 3 promafion or & redregsal of individual grievances uf any
cmployes
vii, ancourage the individual officer/ employee Of unions appreaching thum i gy TN
vule, the Directors should avoid eonducting Bunk's puginess Wil o felative o1 Gy
mther perdon oF way firm, Company ©f Association in which the pelmive or other peryon I3
aepnciaed in amy significant mie. 1f such a refated pary Iranseetion s unaveklabls, they st
fully distiose the nature of the relnice] party wansactlon 10 1he appivpridie putiiciity. Ay
dealings with a refated party oust ba conductied in such 3 Wiy that no prelerential ueatment 13

piven 1o that party,
. I the case of any LT \runsaclon OF SHURLoN giving rise 1O coulticss ©

apprpiiale authatity should afier dus deliberations decide on 3 impact.

VIR A U poisrel

[ imigresis, the

i¢) Co nhidentiality
i the directors should not geweal any informasiion relating to any consuLEm of the bank 10 aRYHIE

as, he is under oath of scerecy and fidelity-

il the directors are expected (o ensure confidentiality of the bank's Agenda pEpers i muics, [he
boupd pepers may orlinarily be returned to the bank after ihe mesting.

Wi the direcfors should ‘mat dirsctly call for papu.-:ua’ fles/ notes recorded by various dopartmenid for

serutiny. ete, in respect of ogenda items 12 be discussed in e meetings. All infermation’

clarification that they may require for 1aking a decision should be made gvatlable by the

Execulive.
v, a directsr may indicate his directorship of the bank on his visiting card or leter head, bur the

logos of distinetive design of the bank thould not be displayed on the visiting card/ lener head,

v. the directors should ensurs that the bank's funds are utilised in & proper and fudicious manaier
for the benefit of genersl membera. .

ravision of this Code af Conduct for & meriber of the Bank's Board of

Directors mioi be approved in writing by the Boord of Directors uf the Bonk. The maplers

covered In this Code of Conduct ars af the ulmest importance 1o the Dank, its stakeholders and

its Buyinest pariners, and are esseniinl fo the Bank's abllity to comduet [ts bustuess in accorilunce

with lig value sytient
1 Brave rocgived gad read the Bonk's Code of Conduct qind ngree i@ comply with the fantt

Apy walver of gy p

Segnalure i R
Ning i

Degignation.

Daie I gl
Place :

Note: The Gade of Coniluct tist of Do's and ontsl ig oy ilustrative.
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