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Bank Branch Audit Instructions


	Sr No.
	Pariculars:
	Remarks

	  
	· Obtain the Head Office Delegation of power and duties & limit fixed for Branch and its executives 

· Study the various reports issued by the concurrent auditors, RBI Inspection reports, and RO inspectors
	

	
	· Obtain the detailed list of advances to identify major borrowers
· probable NPA
· Advances in D1 and D2 (which requires calculation of Asset Shortage)
· Restructured accounts
· Compare the list with previous audit to find out major recoveries 


	

	
	· Advances which are adversely commented by RBI inspection team, concurrent auditors, bank’s internal inspection 
· Insurance policies with bank clause should be obtained for stocks and collateral, (residence, office premises, etc.)
· Verify the consortium advances accounts
· Whether the borrower is regular in submission of stock statements, book debt statements, insurance policies, annual accounts, half yearly result
	

	
	· Whether end use of funds in case of new loans is verified
· Whether interest and penal interest in case of delayed submission of stock statements, overdrawn accounts etc. is charged.
· Verify if any Letter of Credit (L/C) limit is availed, the stocks under L/C are separately shown in the stock statements, to prevent double financing 

· Verify if age–wise analysis of book debts is submitted 

· Verify that non–moving stocks are reduced when calculating the DP 

· Verify whether Non–performing accounts reported to the Head office promptly 
· Restructured account could be under 'Standard', 'Sub–standard' and 'Doubtful' categories
· Verify that the cash is held in dual custody
· Check instances of cash exceeding the retention limit as set by the Controlling Authorities. Frequent excesses should be reported in the Long Form Audit Report (LFAR) 

· Verify cash held at ATM and tally with General ledger 

· If substantial amount of soiled notes is held, it should be reported 
	

	
	· Check Insurance cover held for cash balances with the advice sent by HO 

· Physically verify the Investments held by the branch on behalf of Head Office
· Also check accounting of major capital expenditure especially in branches located in leased premises
· Check if Dead Stock Register is duly updated and signed
· Provision should be recommended against old debit balances which are unexplained or in opinion of the auditors is non recoverable.
	

	
	· Once an account has been classified as NPA, all the facilities granted to the borrower will be treated as NPA

· Advances against term deposits, NSCs eligible for surrender, IVPs, KVPs and Life policies need not be treated as NPA. However income on such advances can be recognized subject to availability of margin
· Advances against gold ornaments, government securities and all other securities are not covered by this exemption 

· Where an account is identified as NPA during the year, unrealized income should not be recognized for the year 
· Also, interest accrued and credited to income account in the previous year should be reversed or provided for if the same is not realized

· If the accounts of the borrowers have been regularized before the balance sheet date by repayment of overdue amounts, the same should be handled with care and without scope for subjectivity
· Where the account indicates inherent weakness on the basis of the data available, the account should be deemed as a NPA
	



Income Recognition & Asset Classification Norms
– At A Glance
	 Credit Facility
	Basis for treating a Credit Facility as NPA
	Remarks

	Term Loans
	· Interest or installment remains overdue for a period of more than 90 days from end of the quarter 

Agricultural Advances: In respect of advances granted for agricultural purposes where interest and/ or installment of principal remains overdue for a period of more than two crop seasons for short duration crops and one crop season for long duration crops, the advance should be treated as NPA
	Last payment on 30th Dec

Overdue: An amount due to the bank under any credit facility is ‘Overdue’ if it is not paid on the due date fixed by the bank

	Cash Credits & Overdrafts
	· The account remains continuously “out of order” for a period of more than 90 days i.e. Outstanding balance remains continuously in excess of the sanctioned limit/ drawing power or there are no credits continuously for a period of 90 days as on the date of Balance Sheet or credits are not enough to cover the interest debited during the same period 
	Last payment on 30th  Dec 

Last payment on 31st Dec.

	Bills Purchased k Discounted
	The bills purchased/ discounted remains overdue for a period of more than 90 days; Due date for payment of Bill Discounted is 30th Dec.
	Overdue interest should not be charged and taken to income account in respect of overdue bills unless it is realized

	Other Accounts
	Any amount to be received in respect of that facility remains overdue for a period of more than 90 days
	State Government guaranteed advances in respect of which guarantee has been invoked and has remained in default for more than 90 days 

The credit facilities backed by guarantee of Central Government though overdue may be treated as NPA only when the Government repudiates its guarantee when invoked. However, income shall not be recognized if the interest or installment has remained overdue or the account has remained                         continuously out of order or the bills or any other facility has remained overdue for a period of more than 90 days

	Government guaranteed advances
	State Government guaranteed advance would attract asset classification and provisioning norms, if interest and/ or principal or any other amount due to the bank remains overdue for more than 90 days
	Credit facilities backed by guarantee of Central Government though overdue may be treated as NPA only when the government repudiates its guarantee when invoked. However, income shall not be recognized if the interest or installment has remained overdue or the account has remained continuously out of order or the bills or any other facility has remained overdue for a period of more than 90 days


