--"L';;RE-::TGRATE OF COOPERATIVE AUDIT: ODISHA: BHUBANESWAR.
Letter NoVI (4) 122/2013__S5. 7:’}/ /Audit2  Dated. 27470/

To
The Chief Executive Officer,
District Central Cooperative Bank Ltd,

Sub: Audit classification of state Cooperative Banks and Central
Cooperative Banks :- Revision in Audit Scale.

Ref: Circular No.96,/D05 15/2016 dt.5% May, 2016.

Sir,

Please refer to the NABARD Circular No.96 Dt05.05.2016 regarding the
revised rating norm issued to all DCCBs/ OSCB which is self explanatory. It has been
decided to adopt the revised supervisory rating norms as revised audit classification
scale which will be applicable from the year 2015-16 & onwards. This should be
brought to the notice of statutory Auditors of your bank for Information and strict
compliance.

The previous audit classification scales (Circular No.83 dated. 06.05.2013 of
NABARD) shall stands superseded.

Yours faithfully

Asiditis Caeral ©E LG

(ooperative Societies, Odisha.
Memo No. 3?/5{ ! Dated. g?_/éﬂ/i"!;f

Copy forwarded to Managing Director, OSCE Ltd; Bhubaneswar for

information and necessary action.
Auditor GPFE]‘&?‘S?&?;‘T:

Cooperative Societies, Odisha,

Memao No. 2:‘;‘}/{ ‘;z’ / Dated. 97/"5*// -,

Copy forwarded to CGM, NABARD(RO), Bhubaneswar for information
and necessary action, B
{p, g &)L
Auditor Genaral
Cooperative Societies, Odisha.

Memao No. ‘_-?7 9/‘?/ f Dat&d-‘ 37’;5*//'5’ i

Copy alongwith the classification norm forwarded to Assistant AG.C.S
of Circles{All) for information and necessary action.

ba E#
Auditor General
Cooperative Societies, Odisha.
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Memao No, 3?/? ) Dated. g;/ﬁ/f‘gfj

Copy forwarded to the Reglstrar of Cooperative Societies, Odisha,

Bhubaneswar for information and necessary action.
/P & Wvﬁ_ﬁ

Auditor General
Cooperative Societies, Odisha,

.
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Ref No. NB. DoS HO POL/ 3 Feo M-1/201617
05 May 2016 [Circular No- 96 [ DeS -5 /2016]

The Managing Director / Chief Executive Officer
All State Cooperative Banks / Central Cooperative Banks

fadam  Dear Sir,

Statutory Inspections of State Cooperative Banks |/ Central Cooperative Banks under
Section 35(6) of the B R Act, 1948 [AACS) - Conveying of Supervisory Ratings

Plaase refer to our Circular Mo, NB. DoS .HO POL 847 /J-1 /200708 [Circular No. 84/ DoS-
18 / 2007] dated OB June 2007 on the captionad subject.

2. During the recent period, significant developments have taken place in the overall banking
anvironment, including structural, financial, operational and regulatory changes in respect of Rural
Cooperative Banks, Keaping thesa chirigna-s in view, an Intermnal Working Group (IWGE) constituted
by MABARD revisited various =spects related to supervision function including existing
supervisory rating mechanism and recommended revisions in ihe supervisary rating paraneters
for S1CBs | CCBs. Thesa ravized norms have been approved by the Boand of Supervision (Bo3)
{for SICBs, DCCBs and RRBs) in its 60™ Meeting held on 27 November 2015.

3. It has been decided ta adopt the revised supervisory rating norms, as detalled in Annexure,
from the year 2018-17 i.e. in case of all the Inspections of StCBs / CCBs conducted w.r.t. thelr
financial position as on 31 March 2016 and thereafter.

4 Tha important features of the revised supervisory rating norms are as follows:-

e iy st avfror Rresra %
National Bank for Agriculture and Rural Development

4
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{a) The key factors (parameters under CAMELSC) and weightage assigned to each of tham Is as

urdar =
| r.Mo. | Key Factor (Parameters under CAMELSC) T Weightage assigned %)
1 Capital Adequacy 15
2 | Asset Qualty 15
3 Managemem R 10
o Earnings 10
i 5  |Liquidty == e I
| B Systems and Control 20
7 | Compliance ' = 15 .
| Total 100

Each key factor is assigned an aggregate mark of 100 and is divided inta sub-factors /" sub-
parameters with differant marks depending upon their importance in the rafing exercise. The marks
obtained for each key factor (out of 100) will be multiplied by the respective weightage assigned to ;

the key factor, for arfving at the composite rating of 100 marks.

(b) Composite Rating will be awarded on the basis of the total weighted average suparvisory marks
out of 100 and the serious adverse features observed in the financial position & methods of operation
af the bank, if any. Gomposite rating will be awarded on a five score scale ("A", "B+, "B°CD0
and will generally denote the financial position and goundness of the bank as indicated below -

R pp—

| Total Composite | Denotes financial position / soundness of the bank
Supervisory Supervisory as
Marks Rating ) ;
75 and above A Fundamentally sound bank with sound banking
: pperalins _
| 60 1o balow 735 B+ Sound banking operations but  with moderate
. ) | weaknogses
50 to below 60 B Financial, operational or compliance weaknesses giving
— rise fo supervisoryconcerns |
40 to below 50 c Financial, operational o compliance weaknasses likely
| to culminate into sarious su CONCEMS
| Balow 40 D Serous financial, operational and managerial

(-

weaknesses axist that give riee to the possibility of faillure
in the near futura,
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4. We believe that impcations of the Supervisory rating awarded would ba properly appreciated.
The basic purpose of communicating the Rating is to encourage banks to iMprove their parformance.
Banks may, therefora, attempt self rafing  periodically based on these parameters and Initiate
necassary correctiye actions, if required, promply.

& e advise that the supervisory ratings are being conveyed to you in strict confidence for the
limited information of tha Top Management of your bank. The rating may, therefore, be treated as
“sacret’ and not to be quoted for any other purposa or divulgad to others.

. Please acknowledge receipl.

Yours faithfully

prns

(K. R Rao)
Chief General Manager

Encth! - i sbeve
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Annexure
Supervisory Rati SICBs& CC

{Effective from 01 April 2016- for inspections Lo he conducted with reference to
31 March 2016 and onwards)

*Su lsory Ratl le for Coo ive Ba
Sr. | Parameters Marking Scales | Marks obtained | Remarks
Mo, ani in

Sub- | Main Sub- |I'u'|air'|
tlems | tems items | items

o e ———

-

Capital Adequacy

n Networth as % to Total 25
Azgets

5% and above 25

;E& above but less than | .. o,
| 2% and above but less 1147
than 4% .
Networth positive but % to
total asset Is less than 1-10
2% )
Negatve networth 0

(ii} Capital to Risk Weighted
assots (CRAR)

O% & above 20
;E:&abmahmmathan 16-10
g: & above but less than 10-15
40 & above bul less than 4.9
6%

CRAR below 4% ]

20

{ili) | Recapitalisation for 10
Achievement of CRAR
Compliance with CRAR
{of 7%) without
recapitalisation from State | 10
Governmant (after 2012 -

| Post Vaidyanathan) = .
Compliance with CRAR
(af T%:) with
recapitakisation from State
Government (after 2012 -
Post Vaidyanathan) /

L Revaluation of Assels




Mo marks for banks which
did not attain CRAR of 7%
with or without
recapitalisation from State
Government

)

Capital augmentation by

20

{a) Entire capital
augmentation through
members [ Profit | issue of
IPDI o LTD only

20

(post
YVaidyanathan

Capital
Augmentation) |

(b} Upte 80% of capital
augmaentation through
member share, profit and
|ssue of IPO1 or LTD and
upto 20% by other maans
like Revaluation ! sale of
assets & State Govi,

15

Support

{c) Upto 50% of capital
augmentation through
member share, profit and
lgzue of IPDI or LTD and
remaining 50% by other
means like Revaluation
faale of assets & State

Gowi, Support

10

{d) Upto 30% of capital
augmentation through
membar share, profit and
lzsue of IPDI or LTD and
remaining 70% by other
means like Revaluation /
sale of assets & State
Govt. Support

(e} Capital augmentation
more than 70% through
State Govt. Assistance

(v}

Quality of Capital - Ratio
of Tier- capital to Tier -
I

10

150% and above

10

Tier-ll  capital
before applying
restrictions  (of
Tier-ll not o
excead 100%
of Tier=lj
stipulated, to
be considerad
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125% & above but less
than 1505

7-8

Above 100% but less
than 1.25%

46

Lass than 100% (i.e., tier |
capital is less than Tier Il
capital)

1-3

(vl)

Growth rate of capital
fund vis-a-vis growth
rate of Risk Welghted
Assets during the period
covered by present

inspection.

15

Growth rate of capital fund
is greater than that of
RWA

15

Growth rate of capital fund
is equal to that of RWA

10

Growth rate of capital fund
is less than that of WA,

No growth or nagative
growth in capital fund but
thera is growth in WA

Total

100

Asset Quality

(i)

Percantage of Gross
NPA to total loans and
advancos

Upto 5% (5% and balow)

25

Abave 5% but upto B%

16-24

Lower marks
for higher NPA
O

Above 8% but uplo 129%

10-15

Abave 12% but upto 15%

1-8

Above 15%

{ii)

Composition | aging of
Gross NPAs (Ratio of
Substandard NPAs to
Total NPAS)

10

{a) above B0%

B8-10

(b) above 60% upto BO%

57

(C) above 40% upto B0%

(d) Above 20% upto 40%

1-2

(&) upto 20%

(i)

NPA Movement -
incremantal NPAs (ratio
of growth in NPA/growth
in loan outstanding)

10

— e e




Growth in NPA is negative
(i.e., MPAs decreased in
| absolute amount)

' %% growth in NPA is less
than % growth in Loan
outstanding

Y growth in NPA is higher
than % growth in Loan
outstanding

{iv)

Recovery against total
NPA (impaired credit) as
on the date of previous
inspection

10

Recoveary
should be
actual recovery
and not by
restructuring

Recovery above 15%

10

Recovery of above 10% to
15%

7-8

-ﬁncmraw of above 5% to
10%

4-6

Recovery upto 5%

Mo recovery

1-3

v)

Percentage of Mon-
Performing Investments
to Total Assats

No non-perfarming
investments

10

10

Mon-
Performing
Invastmeant
(MPI) as
definad by
RBI.

Upto 2%

7-8

Abova 2% & upto 5%

4-6

e

Above 5% & upto 8%

Above 8%

-3

(vi)

Restructured Advances®
during the period
covered by the present
inspection

10

* - excluding
CONWErsion
due fo natural
crlamities

Upta 1% of total loans and
aduances outstanding

10

Above 1% & uplo 3% of
total loans and advances
outstanding

-8

Abave 3% and upto 5% of

| total loans and advances

outstanding

46

Above 5% and upto 7% of
total loans and advances
outstanding

Above 7% of total loans
and advances ouwistanding

(wii)

Policy and

Implementation

10
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Existence of Board
approved Loan Pollcy

-su.para’ee
marks for each
parameter

| Existence of Board

approved Investment
palicy

Cluality of appraisal and :
review mechanism

1-3

E

Quality of Management of
Investmeant port folio

1-3

fwili)

Extent of provisioning
done vis-a-vis
provisioning required
for assets {and un-
provided for liabilities)

16

Fully provided

a0 & above but less
than 100%

85% & above but less
than 90%

B0% & asbove but less
than B5%

75% & above but less
| than BO%

Total

100

Ilnn:u_gment

i

Board of Directors and
various committees of
the Board

10

In case of,
Adminksirator

appointad by

State
Government all
the

commitieas
should exist /

be functioning. |

Elected Board compliant
i Fit & Proper criteria and
& Committeas {i.e. ALCD,
Loan committea,
Investment Committee,
Risk rmanagement
Committes and Fraud
Prevention and Monitoring
Committes) are in place
and functioning as per
ActBye-lawiprovisions of
regulatory instruciions

10

Elected Board compliant
to Fit & Proper criteria and

at legst four of the &
Committees (i.e. ALCO,
Loan committes,

s S
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Investmant Committee,
Risk managament
Committee and Fraud
Prevantion and Monitoring
Committaa) are in place
and functioning as per
Act/Bye-lawiprovisions of
regulatory instruchons

Elacted Board compliant
to Fit & Rroper criteria and
at least three ofthe 5
Committees (i.e. ALCO,
Loan commitiee,
imvestment Committes,
Risk management
Committee and Fraud
Prevention and Monitoring
Committee) are in place
and functicning as per
ActBye-law/provisions of
requlatary instructions

S . ——————e

Electad Board compliant
to Fit & Proper critesia. But
atleast 2 of the
Committeas (out of
ALCO, Loan committes,
Investment Committea,
Risk managament
Committee and Fraud
Pravantion and Monitoring
Committes) are
functioning

(i)

Functioning of Board

(@)

Meetings of the Board of
Directors

10

MNo. of mestings held as
per bye-law/act
provisions/stip ulation.

10

Atleast T5% of the
stipulated meatings were
hzld

Adleast 50% of the
stipulated meelings were
held

4-8

Less than 50% of the
stipulated Board meetings
held intermittently /
irregularly.

1-3

ib)

Agenda and
Discussions in the
Meetings of Board

10

Calendar of agenda items
as indicated by HABARD
| followed. Discussions on

10




all agenda items were

these parameters

{ii)

Chief Executive Officer

held in every Board
Meeting .
Discussions on most of =
the agenda items, from
out of the cakendar of
agenda items indicated 0705
by MABARD were held in
| | Every Board Meating
convenad. 2,
Discussions on atleast
|
like NPA, profitability, 46
fraud etc., were held in )
every Board Meeting
convanad.
Mo calendar of agenda
followed at all but only a 3
few important iterms ¥
cowvared in discussions ittt st o
{c} | Effectiveness of Parametars (i)
Management / Board policy on
Loans,
Investments,
KY T AML
etc.. (i}
mecnitoring /
review of
MPAs, fraud,
business
growth and
regulatory
compliance,
(lii) Effective
functions of all
committees
inchuding Risk
Managemeani
Committee and
Fraud
Monitoning
commities.
Performance under all 20
these parameters is good
Performance under
alleast two of these three | 15
paramelers is goad .
Fearformance under
atleast one of these threa | 10
paramaters is good
Partial Performance undear | 5




a) Educational
professional gualifications
and experience, of CEQ-
relevant / useful for
working of cooperative
bank

Separata
marks for each
parametar

b} Conformity with Fit &
Proper Criteria

c) Leadership,
adminisirative and timely
decision making .
innovativeness, stc., of
the CED and other Senlor
CHficers.

dy Cuality, depth and
timaliness in pulting up
various review nates to
Boards as per the
prescribad calendar of
FEvVienws.,

g) Effectiveness in
implementation of policies
of the Board and
overseeaing compliance
with regulatory
requirements, intarnal
policies, elc.

(iv)

Effectiveness of CED

10

parameters (i)
improvemaent
in business
levels,
{iiyreduction in
MNPA levels, (W)
profit eaming,
{iv}
compliance
with various
statutory
provisions and
regulatory
provisions.

[@) Performance under all
| these parameters is good

510

{b) Pedformance under
atieast three of these four
parameters is good

-8

& Performance under
atleast two of thase four
parameters is good

56

{d) Performance under
atleas! one parameater is
good

3-4

(e) partial performance /

compliance on these




parameaters, Reviews
etc., on various important
parametars not placed
before Board for
necessary directions on
comective steps,

{v)

Second line of
Management
{Department Heads with
subordinates, key
officials and career path

planning)

10

Well groomed team with
succession planning/long-
term career planning.
Existence of allernale
arrangament.

Officer manning/heading
each departrment with
alleast 2 subordinates
with aedequate knowledge

| of work

10

7-8

Potential officers with
somelitile grooming. Half
hearted succession
planning but has officer
heading each deparment
with atleast one
subordinate with adeguate

knowiedge of work

Potential officers withoul
grooming and without
succession / career
planning. Mo subordinate
with adequate knowladge
for each department

i-3

(vi)

Organisational set-up
and job description

10

Well defined sei up.
Duties/tasks determined
and monitored

10

———

Well defined set up but
differantiation in dutias noi
adhered to striclly

wet up exists but
departmentalizalion is
inadequate, job
description adhoc

Basic job differentiation
done but People are
assigned jobs from fime 1o
time on adhoc basis.

1-3

{wii)

Human Resources
related policies

10

il
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Training needs
scientifically assessed
and the required training
imparted. Well defined
and comprehensive
fraining policy and plan
existed. Well defined

| recruitment, fransfer etc,

policy existed and
implemented without
violations. Rotation of staff
affected.

10

Training need assessment
made but training
requirements were not
fully met.

HR related policies
{Recruitment, Transfer
ete.) existed but violations
obsarved in
implemeantation, Rolation
of staff at longer intervals.

=8

Training need assessmant
made was unsatistactory
and training provided on
adhoc basis.

HR ralated policies
{Recruitment, Transfer
ete.) formulated but not
being followed. Adhoc
rotation of slaff.

4-6

Mo trainiig nead
assessment, training to
staff was Inadequate and
adhoc. HR related policies
were absent. Recruitrment
was being made on adhoc
basis. Negligible rotation
of stafl.

1.3

Total

100

EARNINGS

]

Gperating Profit for the

year

Operating
Profit for the
year = [Interest
income on
loans and
advances and
investments +
other oparating
income minug
Interast
axpanses on
deposits and

.




borrowings +
staff cost +
other operating
cost like rent,
posiage,
stationery atc.]

If operating profit Is equal
tor or more than the
provisions required to be
mada.

20

If operating profit cover
only 75% or above upto
99%., of the provisions
required to be mada.

16-19

If operating profit cover
only 50% or above upto
4% of the provislons
required to be made.

10-15

If oparating profit cover
only upto 49% or less of
the provisions required to
be made.

1-8

If Dpﬂaﬂnq Loss

(i)

Net Profit for the year
{As per P & L Account of
the bank)

Met profit more than the
short provisions {including
unprovided liabilities)
assessed by 10 and aiso
adequate to contribute o
ressrves as per the bya-
laws and for declaring
dividend

20

Met profit more than the
short provisions (including
unprovided Rabilities)
assessed by 10 and alzo
adequate to contribute to
reservas as per the bye-
laws but not sufficient to
declare dividend.

15

MNet profit not adequata to
cover shart provisions
(including unprovided
llabilities) assassad by 10,

Mo MNet Profit {i.e. Net
Logs)

(i)

Parcentage of Non-
earning Assets to total
assets

10

| (@) upto 10%

10

(k) 10%and above upto
19%

-8
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(g} 15% and above upto

205 4-5
(d) 20% and above upto 1.3
25%
i (&) Above 25% 0
{lv] | Yield on Loans and Total inerest
Advances racaied from
Loan
partfalio®100 /
. Average Loan
outstanding
i) Above 10% 5
ii) Above B% upto 10% 4
i) Above 8% upto 8% 3
iv) Above 5% upto 6% 2
v} less than 5% 1
(v) | Yield on Investments Total dividend /
interest
received from
Investments
*100 / Average
Investments
i) Above 9% 5 :
[ i} Above 8% upto 9% 4
i) Above 7% upto 8% 3
iv) Above 6% upto 7% 2
) less than 6% 1
{vi) | Return on Assets Met Profit as
per 10, divided
by average
Waorking Fund
x 100
Above 1% 5
Above 0.80% and upto
1%
Above 0.50% and upto 3
0.80%
Above 0,20% and upto 7
0.50% .
Above 0 & upto 0.20% 1
(vii} | Deposits 5
[ Percentage of CASA
deposits to total deposits
Above 40% 5
Above 30% and upto 40% | 3-4
Less than 30% 1-2
{viil) | Cost of Deposits Total Interast
paid on
deposits™100 /

12




£ oCCcasions

avarage
deposits
i) Upto 6% 5
i} above 6% - upto 7% 4
liiy above 7% uptd B% 3
v} above 8% upto 10% ) s
v) above 10% 1
{ix) | Transaction Cost | 5 (non-interest
Operating Cost operating cost
* 100 / working
N fund)
| 1.5% and below )
above 1.5% uplo 2% 4
above 2% upto 3% -3
above 3% 1
(x) | Return on Equity 10 Net Profit as
per 10, divided
by Equity (l.a.
MNet Worth) x
100.
| Above 200 10
Above 15% and upto 20% | 7-9
Above 5% and upto 15% | 3-6
|| Above 0 & upto 5% 1-2
(xi}) | Operating Profit as % 1o 10 perating
Ar:rﬂgu gnhl Assols Ernﬂl divided
by Average
Total Assets x
100
Above 2% 10
Above 1.5% and upto 2% | 7-9
Above 0.5% and upto 38
1.5% e
Above 0 & upto 0.5% 1-2 N
TOTAL 100
Liquidity
{i)y | Maintenance of
CRR/SLR 45
Ma violation of CRR/SLE. | 25
Na CRR violation but
violated SLRE not more 17-24
than 2 occasions
Mo CRR violation but
violated SLR on more 10-16
than 2 occasions
No SLR Violation but CRR
violation on not mora than | 6-9

13
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Mo SLE Viclation but CRR
vislation on mora than 2
pecasions

Both CRR & SLR violated

(ii)

Timely repayment of
borrowings

Mo default

20

| Defaulted but later paid
| within ang manth

15

Defaulted but later paid
within three months

10

Defaulled but later paid
within six months

If default is not regularized
within six moanths

e [
marks

(i)

Functioning of
ALCOJALM

A- ALCO formed ! in
place, meeting regularly,
policy with prudential
limits fixed for
mismatches is in place.
Bank making use of
ALCO for product

pricing.

10

all above parameters in

10

place | baing followed
Atleast two of the above
rameters compliad

Ateast one of the above
parameters complied

Mo ALCO, no ALM, not
meeting regularly

M
rraErks

B- whether time
bucketing for liabilities
and Assels ia correct
{Give marks I "yes")

C- No. of occasions
when prudential limits
for mismatches under
structural liguldity
statements were
breached

10

Mo marks if
Structurad
Liguidity
Statement,
Interest Hata
Sansitivity
Statamants
not prepared

Mol breached

10

Breachad upto 2
occasions in a year

Breached only on 3
OCCASIonS in a year

Breached on more than 3
OCCASIoNS in a year

1-2
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{iv)

Deposit mobilisation
{growth over previous
year)

10

Growih above 15%

10

Growth above 10% & upto
15%

79

Growth above 5% & upto
10%

3-8

Growth upto E“a'h.

1-2

Mo growth of decrease

(v)

. Source of Deposits -

ratio of individual
deposits to Institutional
Daposits

10

abowve 200%

above 150% upte 200%

above 100% upto 1560%

Batow 100%

(i)

Deposit Insurance

10

All assassable deposits
properly assessed and all
insurance pramium paid in
time and retums
submitted

10

All assessable deposits
properly assessed and all
insurance premiuvm paid
with minor delay

Dafacts in working out the
assessable deposits, bul
paid premium without
delay

Defects in working out the
gssessable deposits and
also delay in payment
premium but delay in
respect of ane half year
only

1-2

TOTAL

100

Systems & Controls

(i)

Internal Inspection,
Internal Audit and
Concurrent Audit, IS
Audit

10

All 4 Systems (Intemal
Inspection, Internal Audit
system, Concurrent
Audit and 15 Audit
system) in place and
implemented effectively

10




Any three of the above
four systems are in place

Any two of the above four
systems are in place

Ay one of the above four
systems in place

Audit Committee of the
Board (ACB)

ACB formed and
functitining effectively

MNo ACHE — Mo
‘marks

ACE formed but meetings
nat held periodically and
not effective

(iii)

Loans and advances

16

Well dafined palicy,
followed all guidalines,
diversification of lnans,
pre-sanction appratsal,
post sanction follow-up
done and terms &
conditions stipulated in
zanclion letters are
followed, documentation
is proper, obtained
membearship of all Cradit
Information Companias
{CIC) as per RBI
Instructions

15

Followed guidelines and
loan policy, pre-sanclion
appraisal done, sanction

| is In order, sanction letter
! Issued, etc.,
documentation
satisfactory. but no post
sanction follow-up,
obtained CIC membership
of atleast one of the CICs

11-14

Pre-sanction appraisal
and Sanclion Is in order.
But proper sanction letter
with Termis and conditions
not issued, no post
sanction follow-up, No
membership of any CIC

No-pre-sanction appraisal
and post sanction follow-
up, Over concentration of
certain activiies. Loans
becoming MPAs, Various
other deficiencies
including Mo membership
of any CIC

1-8

(v}

Exposure Norms
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Mo vinlation of exposure
narms

Violation of Exposure

! norms

v

Accounting Procedure

10

Accounts and financial
statements finalised within
three manths from he
date of balance sheet

10

Accounts and financial

statements finallzed within
four months from the date
of balance sheet

Aceounis and financial
stataments finalized
within s months from the
date of balance sheel -

Accounts not finalized
within six months from the
date of balance sheet

(vi)

House Keeping

10

Reconciliation of inter
bank account / Branch
Adjustment account done
and no balance
outstanding under Migra
Accourt .

10

Reconciiation of inter
bank account f Branch
Adjustment account done
but balance remainad
outstanding upto one yeaar
in Migra Account .

Reconciliation of intar
bank account / Branch
Adjustment account done
but balance remained
outstanding in Migra
Account for the bwo years

Reconciliation of inter
bank account / Branch
Adjustment account done
but Migra Account shows
balanca for more than two

YEErS,

{wii)

Risk Management
System

15

Risk Management
Committes and Fraud
Risk Group formed and
functioning satisfactorily.
Bank has taken adequate

15




| steps to identify, measure
and monitor various risks.

Risk Management
Committee formed, but
meatings not held

regularly. The bank has B-14
taken adequate steps to
identify and monitor
various risks,
Risk fhanagement T
Committes not formed,
but the bank has taken 1-7
measuras to identify &
monitor various risks
Mo Risk management
Systems and Committes
in bank. No steps taken ]
to identify, measure and
N monitor _risks
{wiii) | Core Banking Solutions 10
All the parametars All banks are
indicated are in place / on CBS -
parfarmance theraunder is rating based
good on the
impartant
parameters
like (i)
Reconciliation
with sponsar /
supporting
bank in respact
of RTGS /
MEFT, IMPS,
card
technology
etc., (ii)
10 preparation of
Trial balance.
balance sheet
through CBS,
(i) Robust [T
Policy in place
and baing
implementad,
(v} Posting of
IT related staff,
(W} mechanism
in place to
know f monitor
that branches
aré Working on
CBS (vi)
_____ Migration Audit

I8




is complete.
el

Alleast four of the
parameters indicated are
in place | performance
theraunder is good

Atleast three of the
parameaters indicated are
in place / performance
thereunder is good

Atleast two of the
parameters indicated are
in place [ performance
thereunder is good

fix)

Frauds (preventive
measures including
advance warning

systems, etc., )

10

Preventive measures
including advance
waming system In place.
Mo new fraud in the bank
oocured during the

inspaction period .

10

Software
driven system
wherein Bank
will be able ta
monitor and
look for sign of
! likalihood of
perpetration of
fraud - is
ireated as
Advance
Warning
system

Preventive measures in
place, but fraud occurred
during inspection period
far which police case,
disciplinary action against
erring staff, recovery of
amount involved and
corrective steps takan and
. Effective monitoring as
per BBl guidelines is
done.

Preventive measures in
place but were weal..
Fraud occurred during
inspection period, besides
old outstanding frauds.
Corrective steps initiated
but not adequate /
effective. Recovery
against amount of frauds

negligible.

3-8

Major frauds occurmed /
detected during the

| are frauds

Major frauds

19



Sl Far Bt - oamom =

Mechanism in place but
v L AT R o v

panding for more than one
rioth,

Grievance Redressal
Mechanism in place but
[T LT TR T PR
pending for more than ana
rmanth.

Grievance Redressal
Mechanism in place but
rot e AEAC R e o
pending for more than one
month.

Grievance Redressal
Mechanism in place but
Wmtﬁﬁﬁﬁfﬂitﬂ?mm:u
pending for more than cne
month.

Grievance Redressal
Mechanism in place but

[ e A U T
pending for more than one
manth.

Grisvance Fedrassal
Mechanism in place but
not very effective.
Grievances /| complaints
pending for more than one
month.

Mo Grievance Redressal
Mechanizm in place,
complaints are pending
for long period (say above

1 year)
TOTAL

Compliance

()

Compliance on
Statutory Audit Report

{Current
Year's Audit
Report)

{a) Quality of compliancea,

Audit Repord 1ssued
without qualifying remarks

10

10

Audit Report lssued with
qualifying remarks

(b) Action taken on Audit
Observations

10

Reviewed by the
management and passed
necessary order for
reclifications &
compliance issued was
satisfactory

10

Reviewed by the
managamant but
necassary stops for
rectification not intiated .

20
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Compliance r'ar;;:rl ssued
was not satisfactory

Mot reviawad by the

! managemeant, complianca

rot issued or issued but
not satisfactory

e ——y

Compliance on
Statutory Inspection
Report

25

All major observations of
HNABARD inspection
repor, complied with.

25

More than 75% of major
obsarvations of NABARD
inspection report,

ied with.

20-24

50 1o 75% of major
observations of NABARD
inspection repor,

| complied with,

10-18

(1)

Less than 50%
ohservations compliad

19

Compliance on
Exposure norms

15

(a) Timely submission of
retums

Separate
marks would
be awarded to
mach sub-
parameter

ib) Inconsistency or
olherwise in returns vis-a-
vis actuals

(c) Violations in exposure
noTms

Mo violations obsenved

Loans disbursad bayond
the exposure imit

(i)

Compliance with AML-
CFT guidelines

16

{a) Policy put in place with
the approval of Board of
Directors, Principal officer
appointed, Operational
guidelines issued to
branches

Separale
marks would
ba awarded o
each sub-
parameter

(b} Online CTR, STR
refurns submitted

(c) STR evaluation system
{ software in place &
action on STR taken

{v)

Submission of statutory
returns including O35
returms

16

21




{a) Timelness in

submission of returns
prescribed under BR Ant 5
and RBI Act (including
on<ine submission)

Separate
marks would
be awarded to
aach sub-
parameatar

4|

(b} Accuracy and
consistancy in
compitation of returns

10

(vl)

Compliance Function
and appointment of
Compliance Officer

10

Compliance Officer [s
appointed and performing
Compliance Function as

per the policy of the bank

10

Compliance Officer is
appointed but not

performing Compliance 5
Function as per the policy
of the bank

Mo Compliance Officar
sppointed

TO

100

TAL

Based on the serious adverse features abserved in the financial position & mathods
of aperation of the bank, the sUpervisory rating would be restricted as indicated bahowr-

Additional parameters

actions} have baen made !/ are

Sr. Broad financial, operational and | Supervisory Rating may
No | parameter | compliance weaknesses | be restricted to
1 Capital If the bank is not complying | Would be rated “or
Adequacy (C) | with Section 11(1} of the B R | imespective  of rating
Act, 1948 (AACS) / Section | marks obtained.
42(8)(a)(i) of RBI Act, 1934,
2 | Asset Quality | The bank with gross NPAs | Would not be rated
{A) above 25% and Met NPas beyond "B" (even if it has
above 10% obtained 60 or above
rating marks)
3 | Management Serious Governance /' Would not be rated
(M) Management issues like (i) | beyond “B" (even if it has
both, Board and CEQ are not obtained 80 or above
found effective — with adequate | rating marks)
substantiation by 10s and
accepted by OIC of the RO, (il f
If soma recommendations (ke
removal of Baard / CEQ and
restrictions on some of thair

22




being made 1o RBI against the
Board or CEO

Liguidity (L)

In case the bank is having high
liquidity risk / liquidity problem
(and observed instances of
return clearing ! debarred from
clearing housa / other banks
not accepling cheques msued
on this bank, nmot honouring
depositors claims elc.)

Would not. b8 retad |

beyond "C" (even if it has
obtained 50 or above
rating marks)

Compliance

=

if the bank B not complying
with Section 22{3)b) of the B
R Act, 1948 (AACS) / Saction
42(6)api of RBI Act, 18934,

it would not be rated as
“A°, (even if it has obtained
T5 or above rating marks).
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