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Best Practice Code - Chapter - 1

OPENING OF NEW ACCOUNTS - KNOW YOUR CUSTOMER

1 KYC Objectives - (RBI Circular DBOD.No.AML.BC.58/14.01.001/2004-05, dated 29-11-2004)

· Key Areas of the KYC Policy __ 

1)  Customer Acceptance

2)  Customer Identification

3)  Monitoring of Transactions

4)  Risk Management

1.1 Definition of a Customer:

(i)  A person or entity  __    (a)   maintaining an account with the Bank, or

(b)  has a business relationship with the Bank (including borrowers/guarantors of loans, Demat account holders, locker holders etc.)

(ii)  One on whose behalf the account is maintained (i.e. the beneficial owner)

(iii) Beneficiaries of transactions conducted by professional intermediaries   (such as Stock Brokers, Chartered Accountants, Solicitors, etc. if permitted under the law) and

iv)  Any person / entity connected with a financial transaction.

1.2 Customer Acceptance:

Branches should open accounts of only those persons whose identity can be verified.  Thorough scrutiny of antecedents and present status should be ensured to find out __

(i)    if the accounts are in fictitious / benami name/s;

(ii)   whether the persons are having any connections with terrorist organizations.

(iii)  whether the persons are with criminal background or were ever convicted 

       for offences relating to money laundering, terrorist activities, drug trafficking

       etc.

· Due Diligence must be exercised at the time of opening accounts.

· Obtain necessary information to establish the identity, legal existence of each new customer based preferably on disclosures made by customers themselves.

· Ascertain the purpose of opening the accounts and seek details of occupation and source and level of income to prevent misuse of the banking system for perpetration of frauds and money laundering.

1.3 Customer identification –

· For identification of a customer, in addition to obtaining  photographs, any of the  photo identity documents mentioned below may be obtained.

-
Passport 

-
Voter ID Card

-
PAN Card

-
Govt. Defense ID Card

-
ID Cards of reputed employers

-
Driving License

· Further, to verify the authenticity of the current address any of the following (latest / recent) documents should be perused and copy retained.  

-
Credit Card Statement

-
Income/Wealth tax assessment order

-
Electricity bill 

-
Telephone Bill 

-
Bank account statement; 

-
Letter from reputed employer; 

-
Letter from any recognized public authority; 

-
Ration Card

· Branches should verify that the relevant details are incorporated in the documents being accepted for identification.  If necessary, more than one of the above documents and additional documents, if need be, may be called for to establish the identity and correct address of the customer.



· The officer scrutinising the photo identity document/address document must satisfy himself about the prima facie authenticity by verifying the originals and authenticated photo copy of the same, which would be kept as branch record along with the account opening form.  He should also ascertain that the photograph on Account Opening Form and Photo identify document pertain to the same individual.

· In case of joint accounts, applicants who are not closely related to each other would require to establish their identity and address independently.

· In case of Corporate and other legal entity customers the identity of all the signatories to be established as above, apart from obtaining details of its Registered Office and Business address.  Relevant documents like Registration Certificate, Certificate of incorporation, Memorandum and Articles of Association and appropriate authorisation for opening of account also to be obtained.

· A letter of thanks should also be sent to the Account holder by post / courier to the recorded address, to ascertain the correctness of the address.  If the letter is returned undelivered, the matter should be looked into.
1.4 Relaxed / Simplified KYC Norms.

However, for those customers who are unable to submit the above mentioned documents for valid reasons, branches may open their accounts, provided they intend to maintain balances not exceeding Rupees Fifty thousand (Rs.50,000/-) in all their accounts taken together, and the total credit summation in all the accounts, taken together is not expected to exceed Rupees One Lakh (Rs.1,00,000/-) in a year subject to __

(a)  introduction from another account holder who, himself, has been subjected to full KYC Procedure, and whose account with the Bank should be at least six months old and show satisfactory transactions.  The introducer must certify the photograph and local address of the prospective customer.







or

(b)  any other evidence of the identity and address of the customer to the satisfaction of the Bank.

While opening such accounts, the customers should be made aware that if, at any point of time, the balances in their accounts with the Bank and the total credit in a year exceed the above threshold, no further transactions would be permitted, until the full KYC procedure is completed.  The branches, therefore, must notify the customer when the balances reach Rupees Forty Thousand (Rs.40,000/- or the total credit in a year reaches Rupees Eighty Thousand (Rs. 80,000/-) and call for the requirements under full KYC procedure.

1.5
Confidentiality:  

· Wherever branches desire to collect any information about the customer for a purpose other than KYC requirements, it should not form part of the account opening form.  Such information may be collected separately, purely on a voluntary basis, after explaining the objectives to the customers and taking his express approval for the specific uses to which such information could be put. (refer H.O. Circular No.GB/2004-05/19 dated 18-06-2004.)

· Branches should ensure that the application of KYC procedures to existing accounts has already been completed (as per  H.O. Cir. No.GB/2004-05/30 dated 17-07-2004) 
1.6
Opening of Account

· Obtain revised account opening form (H.O - 1015) completed in all respects to comply with KYC norms (refer H.O. Circular No.GB/2003-04/92 dated             16-02-2004.

· The same account opening form to be used for SB, CA, TD and other value added services.

· The Account opening form may be written with ink (except Red Ink), ball pen or may be type-written.  It may be written or Hind/English or local language. 

· Specimen signature of the customer be recorded in the presence of an authorised official. 

· Initial deposit will ordinarily be in cash. 

· If nomi​nation is obtained, enter the same in nomination register.

· Flag in the system wherever applicable

· Care "Blind Depositor" 

· Care "Illiterate Depositor" 

· Care "Dumb & Deaf Depositor" 

· Care "Depositor Handicapped"

· Care “Minor Depositor”

· Account number is generated by the system. Enter it in appropriate column of A/c opening form, Nomination form, Specimen signature card.  

· Complete the headings from the account opening form and other connected forms. Enter cheques series issued in the system. 

· Carefully record/flag in the system any special instructions 

· When account is opened in joint names, indicate mode of operation "E or S" or "Jointly or severally" as the case may be. 

· Issue pass book, incorporating all the particulars,.

· Photograph(s) of depositors be properly pasted on account opening form, pass book (not to be stapled) and signed on the face of photograph by an authorised official with his seal.

· Issue cheque book (except in case of an Ordinary Savings Bank account for which Withdrawal Forms are prescribed).  Depositor cannot withdraw an amount less than Rs.50/-.  A penalty of Rs.10/- will be charged in case of breach of the rule. 

· Ensure that the account number on the account opening form is verified and signed by an authorised Officer before it is properly filed.

· All new accounts be flagged in the system to facilitate close monitoring of such accounts during the period of first six months for unusual transactions.

1.7 Monitoring of Transactions:

(a)
Cash Transactions:

(i)  All cash transactions (both deposits and withdrawals) of Rs.10.00 lac and above, in deposit, cash-credit and overdraft accounts should be recorded in a separate register and reported to the Controllers every month.

(ii) Traveller's Cheques, Demand Drafts, Banker's Cheques, Telegraphic      Transfers for Rs.50,000/- and above should be issued / effected only by debit to customers' accounts or against cheques but not against cash.

(iii)  with reference to the above, all transactions of Rs.50,000/- and above would require PAN to be affixed by the applicant, or, in case PAN is not allotted, Form No.60/61 should be submitted.

(b)
Transactions of suspicious nature:

(i)
Threshold limit : (GB/2003-04/56, dated 17-11-2003)

· Fix a threshold limit of 25% of Annual income or one month turnover subject to a maximum of Rs.10.00 lakhs for the account.

· Monitor the transactions in the account exceeding the threshold limit for any suspicious/unusual activity.

· Report to the Controlling Authority at prescribed intervals.

(ii)
In addition to scrutinizing transactions which are above the threshold limit, branches should focus on transactions __

· that give rise to suspicion that they may involve the proceeds of crime;

· which appear to have no economical rationable or bonafide purpose.

Branch officials should exercise reasonable judgement in determining the suspiciousness of the transactions.

Branches should report about "suspicious transactions" to their Controllers as and when they are detected, in the prescribed format.

1.8 Customer Profile:

"Customer Profile" of individual account holders should be compiled in the Account Opening Forms, covering the following information __

(i)    
Occupation

(ii) Source of funds

(iii) Monthly Income

(iv) Annual turnover

(v) Date of Birth

(vi) Educational qualification

(vii) Details of existing credit facilities, if any

(viii) Assets (approximate value).

Customer Profiles are to be prepared for all accounts, and have to be reviewed whenever branches have doubt about the authenticity / veracity / adequacy of previous identification data.

1.9 Risk Categorisation:

For proper risk assessment of business relationship with customers and evolving suitable monitoring mechanism, all new customers are to be categorized as High risk, Medium risk or Low risk entities.   

While the extent of knowledge / information available on customers to prove their identity sufficiently will determine the risk perception as well as risk categorization, an illustrative list of customers / groups for assignment of different risk categories are given below __

(a)  Low Risk

Accounts of___

i) Salaried employees / Pensioners;

ii) People belonging to lower economic strata and whose accounts show small balances and low turnover.

iii) Other individuals with debit or credit summations below Rs.10.00 lac per annum.

iv) Small business enterprises and Public Limited Companies with debit/credit summations below Rs.10.00 lac per annum;

v) Government departments and Government owned companies (State and Central);

vi) Regulators, FIS, Statutory bodies, etc.

vii) All borrowal  accounts other than those classified as High or Medium Risk.

(b)
Medium Risk:

Accounts of __

(i) Individuals and persons engaged in Business.*

(ii) Firms in private sector, Private Limited companies, etc.*

(iii) Public Limited Companies*

(iv) Customers domiciled in -- All countries in Africa

       All countries in the Americas

       other than USA and Canada

* with Debit or Credit summations of Rs.10 lacs to Rs.1 Crore p.a.(For existing accounts summation for last year will be considered and for new accounts projected level will be considered).

(c) High Risk:

(i) Accounts of firms in private sector, Private Limited Companies and individuals with Debit or Credit summations above Rs.1 crore p.a. (For existing accounts summation for last year will be considered and for new accounts projected level will be considered).

(ii) Customers domiciled in the following countries:

Myanmar(Burma),  Nigeria, Ukraine, Guatemala, Philippines, Egypt, Cook Islands, Nauru, St.Vincent & the Grenadines, Angola, Cuba, Zimbabwe, Afghanistan, Iraq, Libya, Russia, Azerbaijan, Moldova, Kazakhstan, Georgia, Uzbekistan, Belarus, Armenia, Kyrgyzstan, Tajikistan and Turkmenistan

(The above list will be updated/revised periodically)

(iii) Trusts, charities, NGOs and organizations receiving donations from India and abroad.

(iv) Politically Exposed Persons (PEP)s of foreign origin

(v) Non-face to face customers.

(vi) Those with dubious reputation

(vii) Borrowal accounts which are NPAs.

Procedure for certain types of Customers

· When an account is opened in Joint names of a guardian and minor; in addition to the account opening form, Either or Survivorship form should be signed by the guardian twice, once for himself and once on behalf of the minor, as guardian. 

· When an account is opened in the sole name of a minor who has completed 10 years, a declaration as to his date of birth should be obtained in the application form itself . The declaration can be given by the minor himself. 

· The partners authorised to operate the account should sign on the left hand side of partnership letter  (HO.90) on behalf of the firm, All the partners should sign, in their personal capacity, on the right hand side,.

· Date of Birth of all the partners  including that of minor partners, if any, should be noted  and the date of a minor attaining majority should be diarised.

· A copy of partnership deed should be obtained.

· In case of clubs/associations, copy of the By‑Laws/Rules, copy of resolutions, appointing office bearers and giving authority to operate  the account,  duly certified by the Chairman of the meeting should be obtained.

· In case of  Co-op Societies, a copy of permission from the Registrar of Co‑op Societies,  to open the account, should be filed with the documents.

· Obtain Joint Hindu Family (JHF) letter (HO.89) duly signed. All minor co-parceners and their date of birth should be recorded and the dates on which they attain majority should be diarised.

· For Limited Companies (including Co‑op Societies and Banks) Memorandum and Articles of Association, Certificate of Incorporation should be obtained.

· Relevant particulars of certificate of incorporation, should be recorded in Power of Attorney Register. 

· A copy of memorandum to be filed with account opening form.

· Obtain the Resolution of the Board of Directors to open the account in our Bank.

· In the absence of a specific mention in the Memorandum/By-Laws/ Rules, a separate certified copy of resolution also to be obtained specifying the persons authorised to open and operate the account.

· Certificate of commencement of business (for public companies) to be obtained for perusal and return, after noting particulars in the Power of Attorney Register.

NOTE: Savings Bank Accounts are ordinarily opened only in the names of individuals, singly or jointly with other individuals. Requests for opening accounts, other than in the name of individuals, should be referred to Manager.

The Savings Bank accounts in which there are no operations for more than 12 months shall be treated as ‘Inoperative accounts' and operations in such accounts should be referred to the  branch manager / manager of division. 

The current accounts in which there are no operations for more than 6 months shall be treated as ‘Inoperative Account’. 

1.5 Non-Resident (external) accounts

· Authorised dealers may freely open NR(E) Accounts, without prior reference to Reserve Bank of India, in the names of the following categories of Non-Residents 

-
Individuals of Indian nationality /origin (except Nationals of Bangladesh and Pakistan) resident  abroad.

-
Officials of Central and State Gov​ernments and Public Sector undertaking serving abroad and persons  deputed abroad on assignments with International Agencies.

· The accounts can be maintained in the form of Savings Bank, Current or Fixed Deposit accounts.

· Opening of accounts jointly in the names of two or more NRIs is allowed provided 

-
All the account holders are persons of Indian nationality/origin.

-
The account holders are resident either in the same country or in different countries.

PERMITTED CREDITS:

· Rent, Dividend, Pension, interest which are current income and Income Tax deducted thereon.  Proceeds of NRNR deposits.

· Refund of application/earnest money/purchase consideration made to house building agencies.  

· Refund on   account of non-allotment of Flat/Plot, provided the payment is made from NR(E) a/c.

· Transfer from other NRE/FCNR accounts.

· Refund of share subscription if paid from NRE a/c.

· Personal Cheques drawn by the account holder.

· Proceeds of foreign currency by the account holder during his visit.

PERMITTED DEBITS:

· Local disbursements.

· Remittance outside India.

RESTRICTIONS

· Funds of local origin cannot be credited to these accounts.

· Funds once drawn for local dis​bursement cannot be re‑credited to NR (E) Accounts.

BENEFITS:

· Balance freely repatriable at any time.

· Nomination facility.

· Remittances received for credit of these accounts are converted fully in foreign currency.

· We may even allow operations in NR(E) account by obtaining Letter of Authority / Mandate in  favour of  resident Indians.

JOB SET‑UP:

· Application has to be submitted in the prescribed form..

· Undertaking of the   account holder/s  to promptly inform the bank, on his/their return to India for permanent residence is necessary.

· KYC guidelines as advised by Reserve Bank of India should be followed.

· Documentary evidence like passport/VISA/employment details is necessary.

· In case of institutional accounts Auditor's/ Chartered Accountant's certificate of 60%  ownership/beneficial interest in Form‑OAC is necessary.

· Diarise and follow up for annual submission of the Auditor's/ Chartered Accountant's certificate referred to above.

· Check whether the necessary documents like Memorandum and Articles of Association, Board Resolution, Power of Attorney etc. have been furnished and found in order.

· Forward the specially printed NRE cheque book, pass book / statement of account, bank's rules etc., send an extract of the relevant FEMA Regulations governing this category of accounts, for the  guidance of the depositor.

· Monthly statement in STAT-8 in respect of operations on NRE accounts maintained should be sent to Banking Operations Dept., H.O. through R.O./Z.O so as to reach by 10th of the following month. 

(NOTE : For the purpose of easy identification and proper processing of cheques drawn on NRE accounts and with a view to reducing the delay in the obtention of FEMA clearance by Indian companies for issue of shares to non‑resident Indians it has been decided by the RBI that a separate series of cheques with prefix NRE should be issued to all Non Resident (External) account holders, by branches / authorised dealers in India. Add NRE as prefix on the cheques or indent for separate cheque books printed by Stationery Department.)

1.6 CLOSURE OF ACCOUNT:

Account may be closed against the written application from the Account holder only.

· Before closing the account ensure that all the cheques received under clearing / collection are processed.

· All Standing Instructions to be cancelled with the approval of the account holder.

· All the unused cheques as noted in the system to be obtained from the account holder and effectively destroyed after noting in the broken cheque leaves section of the cheque book register.

· The pass book to be obtained and after making upto-date entries, a narration to be made as ‘Account Closed On ________’ the same should be returned to the account holder.

· The account opening form to be withdrawn from the safe custody and after making a notation ‘Account Closed On_________’  to be filed separately.

· If the conduct of account is not satisfactory i.e., not maintaining sufficient balance, frequent bouncing of cheques, etc., Bank may close such accounts at its discretion after giving a prior notice to the customer.

PASS BOOK:

· All the entries made in the pass book to be authenticated by an authorised official.  At a computerised branch the entries in the pass books or other documents are to be made only through computers and not manually.  However, any manual entry made in the pass book should be authenticated by officer / Branch Manager.
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OPERATIONS IN THE ACCOUNTS

2.1    Issue of cheque books

· Requisition for cheque book (except in the case of new account) is necessary for issuing a cheque book.

· Refer to system to see 

-
That the requisition slip is from the current cheque book.

-
Requisition is on prescribed form supplied as an additional leaf in the cheque book.

-
That the requisition slip has not been reported lost.

· Have signature verified. Note the number of cheque leaves  required (and whether bearer or order cheques are to be issued in the case of current / cash credit account).

· Ensure

-
Segment-wise branding of account number stamp on all cheque leaves. 

-
In case of cash credit accounts 'cash credit' stamp should be branded on all cheque leaves of the cheque book along with other stamps if separate series for cash credit are not available.

-
Branch name with code number should appear on all cheque leaves.

· Record 

-
Particulars of cheque book issued along with prefix letter on the old requisition slip.

-
The same particulars in the system and cheque book register

-
Account number on all leaves, the date of issue and name of the depositor 

     on the requisition form which is within the new cheque book.

· Issue of Cheque Book

-
If the customer has called on personally, deliver cheque book to him after obtaining his signature in the cheque book register.

-
Where cheque book is issued to the constituent's representative, the party should be addressed letters in duplicate, requesting him to return the duplicate copy duly signed, confirming receipt of the cheque book in order.  Such letters should be sent by registered post with A.D. form or through the Bank's messenger in a sealed cover.

-
Receipt of postal acknowledgement must be followed up and stored (in the custody of Accountant/Officer) until the first cheque from the books is received and found in order or until the account holder personally confirms receipt which ever is earlier.

-
If the requisition slip, received through the customer's messenger, is not from his current cheque book or there is any other reason to doubt the genuineness of the application, the cheque book should be sent direct to the customer after making enquiries.

-
If the cover is sent through a Bank messenger, he will obtain the customer's acknowledgement for the cheque book. Where it is sent by registered post, the customer will acknowledge in the A.D. card.

-
The counter clerk as well as the official concerned for issuance of cheque books shall monitor for obtaining acknowledgement of the cheque book sent by post and send reminders if warranted.  In such cases, a suitable note shall be made in the system and the first cheque presented out of that cheque book shall be attended to with particular attention/care..

· At the time of transfer of account the branch maintaining the account shall invariably collect the unused cheque leaves from the customer, which shall be destroyed by the officer-in-charge of the section and the fact noted against the relative entry in the Broken Check Register.  Branches will not issue these cheques leaves as loose cheques under any circumstances (H.O. Circular GB/2000-01/50, dated 09-02-2001).

· Supply of cheque books – Issue of postdated cheques by customers under collective investment schemes: 

-
Branches are advised to exercise due care and vigilance whenever bulk demands / frequent demands for cheque books are received from customers engaged in floating collective investment schemes (CIS) to avert possible misuse of cheque book facility (refer H.O. Circular GB/2004-05/4 D/ 23-04-04).

-
Branches should discourage issuing of loose cheques in the interest of customer as well as that of the Bank.  However in exceptional circumstances at the written request of Account Holder, loose cheque may be issued to Account Holder only, from a separate cheque book meant for issue of loose cheques.  

2.2    Payment of cheques in Current, Cash Credit & Savings Bank account

· Receive cheque and see whether it is drawn on your office and pertains to your account holder

· Scrutinise the cheque and ensure that the following are in order.

(a) Account Number

(b) Cheque series, by reference to the system. If the particular series are not entered in the system, refer to Cheque Book issue register.

(c) Date is not older than six months, and also that it is not post dated.

(d) Amount in words and figures agree.

(e) Check stop payment list / in the system.

(f) See whether it is crossed. If it is crossed, no cash payment be entertained. Such cheques can be paid only by transfer.

(g) See on the reverse and satisfy about the correctness of endorsements.

(h) Verify for lien, Garnishee/Attachment orders on the account/balance.

(i) See whether there is sufficient balance/DP limit. Alterations (except conversion of a 'Bearer' cheque to an 'Order' cheque) if any, should be authenticated under the drawer's full signature.  In case of doubt examine the cheque on ultra violet machine to rule out alterations.

2.3 Then issue token to presenter, after obtaining his signature on the reverse  

        of  the cheque. Note token number on the top left side of the cheque under   

        initial.

(a) In case the cheque is to be returned, indicate the appropriate objection in the objection memo and return the cheque, after entering in the cheque returned register and getting proper authorisation.  

(b) For transfer cheques presented through Banks, if they are to be returned, brand rubber stamp "All our stamps cancelled"  on the reverse of the cheque  and get the authentication of the supervising official.

(c) When the cheque is returned, on account of variation in drawer’s signature, the drawer should be advised by a letter.

For uniformity in the classification of reasons for return of cheques and assigning code numbers for each of these reasons, the revised cheque return memo may be used without  modifying the allotted code number (Ref: H.O. Cir. GB/2003-04/55 dated    15-11-2003.

CAUTION: 

· When the signature is noticed to be a clear forgery, seek immediate assistance of the concerned officers to apprehend the presenter for handing over to police.

· The first debits in accounts and debits in inoperative accounts should be passed by the Branch Manager/Manager of the Division.

2.4   Posting of cheque in the system:

2.4.1 Where the cheque is in order, post the same in system, in the appropriate account, enter date, cheque number and amount in the relative columns/fields and stamp the cheque with partition number stamp and initial.

2.4.2  Brand cheque with 'Pay Cash' or ‘Transfer’ stamp as the case may be. Send cheque to the passing official concerned.

2.5    Withdrawals (other than by cheques)  from savings bank accounts

2.5.1  Numbered withdrawal forms branded with branch stamp may be supplied to depositor on request, free of cost, after obtaining his acknowledgement in the register/counterfoil.

2.5.2  In case of illiterate depositors filling up of withdrawal form may be done by the staff members.

2.5.3  Receive completed withdrawal form along with pass book and scrutinise as under:

· Proper date is mentioned

· It contains no alternations/over writings

· Amount in figures and words agree.

· Depositor's signature / Thumb impression on face and reverse of the withdrawal form is in order.

· Account number is mentioned correctly

· Amount should be in whole rounded rupees only

2.6   Issue token to the depositor, write token number on withdrawal form on top left hand corner and initial. Ascertain the name of the depositor and write the name of depositor with pencil below the signature.  Thumb impression of depositor should be obtained in the presence of authorised passing official.

2.7  Refer to the account and find out that the amount to be withdrawn is within the balance available and other conditions of withdrawal as per S.B. Rules are observed.

2.8   Post the withdrawal in the system and initial at appropriate place on the withdrawal form.

· Complete the pass book entries manually / PB Printer.

· Send the withdrawal form and pass book to the passing official.

2.9   Illiterate accounts

· Identify the depositor from the photograph on the Bank's record and with any other identification marks.

· Complete the withdrawal form for the amount required by the depositor.  Obtain his left hand thumb impression at the appropriate place and also on the reverse thereof, in the presence of authorised passing official.  Afterwards, refer instructions at item (2.5.3) and issue a token

2.10   No withdrawals are permitted in the absence of a pass book.

2.10.1  Withdrawl by letter of authority

· Receive letter in prescribed form (as given under Brief & Important Rules of Savings Bank Account at the end of the Pass Book) along with Pass Book.

· Obtain bearer's discharge on the letter or on the reverse of it,

· Use letter itself as debit voucher and follow the other instruction at item (2.5.3).

· Issue token, write token number on the letter and initial there against.

2.11. Update the pass book to ensure that last balance is the same as in the system. Send pass book to passing official along with letter of withdrawal.

2.12    Standing instructions 

	PROCEDURE
	CHECK LIST

	1) Obtain standing instructions from party, duly stamped with a non judicial stamp of requisite value.

2.  Prepare standing instructions sheet.

After obtaining authorised official's signature, file the sheet in the binder, according to the title or month in which instruction is to be carried out.

Make suitable entries in the index.

Make appropriate data entry in the system

3) Standing Instructions are accepted in all deposit accounts i.e. Savings Bank, Current Account, and Term Deposit.

4) When an account is transferred to another office, all relative standing instructions in original should be sent to that office for compliance after obtaining confirmation from the constituent.
	1) All particulars should be correctly written; carefully record the mode of payment.

2) Charges to be recovered (such as exchange, postage, commission) should be indicated.

3) If standing instructions are few, diarise in Daily List, on appropriate dates, for compliance.

4) Enter date of remittance in standing instruction sheet, and diarise the next due date.

5) If the balance in account is insufficient refer to the Branch Manager (where funds are expected within a few days, make suitable note in Daily List) 




2.13   Stop Payment of Cheques:
	1) Branch Manager/Manager of Division,  Accountant will record the particulars of stopped cheques in 'Stopped cheques Register' with date and time of receipt of letters.

2) Make the data entry in the system

i) Enter particulars of stopped cheque in lists of stopped cheques kept with counter clerk, Head Cashier, paying cashier and passing official concerned.

ii) Send advice to party on H.O.77

3) Instruction to stop payment of a cheque received by a telegram or telephone or from a third party must be confirmed in writing by the drawer.  Meanwhile note caution in the system and if the cheque is presented refer to Branch Manager.


	1) Signature on letter to be verified.

2) Verify that the cheque has not been paid.  If the cheque is paid before receipt of the letter, advise the party suitably.

3) In the case of a dated cheque, cancel 'stop', when it becomes out of date i.e. after six months from the date of cheque, delete the entry from the system.

4) Loss of blank cheque forms should be noted in Lost Documents Register and also in system and the 'Stop' Lists.

5)  'Stop’ instructions of blank cheque forms will be carried until the account is closed or fresh request is received from the customer to cancel the earlier 'stop' direction.

6) When stopped cheque is presented the word 'STOP' should be written prominently in Red Ink across the cheque, and the cheque returned to the presenter after routing it through cheque referred and returned register.
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TERM DEPOSITS

3.1   Issue of term deposit receipt

1. Obtain the application with all the particulars duly filled in as per KYC norms.

2. If it is cash, verify the "cash received" stamp and the initials of receiving cashier/Head cashier and the scrolling officer.

3. If it is a transfer, verify the "transfer received" stamp duly signed by a competent   officer, establishing the propriety.  

4. Take one TDR form from the desk officer /use continuous TD stationery. The continuous stationery forms to be held in a locked box simultaneously             facilitating printing.

5. Enter the deposit particulars i.e. name, amount, due date, interest rate, mode of operation in the system and also write/print the details on the TDR.  Write the TDR number and computer generated number on the pay-in-slip.

6. Subscribe initial at the space provided in token of the authenticity /accuracy of the data recorded on the TDR.

7. Get the TDR signed by competent official.

8. Deliver the TDR to the customer against acknowledgement on the reverse of the pay-in-slip, placing it in a jacket/cover, but only after once again verifying to see that all the particulars written are in order: alterations, if any, are authenticated, and the TDR is signed by competent officer.

Special instructions:

1. Noting regarding “ E or S “, "F or S" and "L or S", date of birth of minor in case the depositor is a minor, etc, to be noted in Red Ink, to make it look prominent. 

2. Record the nomination particulars given in Account Opening form in the nomination register/enter in the system and write the nomination serial number in the register, and on the TDR.

3. Note the periodical interest payments - monthly/quarterly etc in the register.

4. Obtain standing instructions on H.O. 138, duly stamped, record in the register, diarise/make data entry under authentication.

CAUTION:

Where such practice of handing over the TDR book to the clerk is prevailing, please introduce a kutcha book, as it is done in the case of drafts issued.

3.2   Maturity of term deposits

(If TDR presented on due date for encashment: For principal and interest /balance of interest).

1) Take the discharge of depositor / all the joint depositors or their power of attorney agents on the reverse of TDR, on a revenue stamp acknowledging the receipt of payment of principal and interest/ balance of interest.

2) Verify the Identity of depositor(s) by verifying the signature / photo and ensure

a) That the TD is genuine in all respects 

b) There is no lien, attachment or it is not held as security for any advance made by the branch or bank anywhere else.

c) Periodical interest payments made on it, if any, in the past.

d) Verify the date of birth of minor and ensure whether he attained majority or not.

e) TDR itself will be the debit voucher.  Particulars of amount to be paid should be written in red ink.

3) Brand "Pay Cash" or "Transfer" stamp (in case of payment of Rs.20,000/- & above). 

For renewal of principal and encashment of interest/balance of interest:

i) Take depositor's discharge on the reverse of TDR on revenue stamp, with the  addition of words "Please renew the principal."

ii) Prepare debit voucher using the receipt itself and ' a debit voucher, for disposal of interest, where payment is not by cash.

iii. In case total amount i.e. principal +Interest is to be renewed prepare credit voucher (TDR) for renewal of (Principal + interest) total amount, and obtain endorsement on reverse to that extent.

If the TDR is not presented on due date:

· In the event of non-receipt of demand for payment or instructions to the contrary on or before the maturity date, the deposit should be renewed for similar period at the then prevailing rate of interest by making a diary note or by obtaining a report of matured deposits immediately after SOD (start of the day).

CAUTION:

Indicate disposal as principal and interest/ balance of interest renewed. 

Interest is payable only at the time of maturity along with principal amount. The maturity value is noted on the face of the instrument while issuing. The procedure for payment should be followed as described above.

NOTE: All term deposits, whose maturity value is more than 20,000/‑ should be paid only by crossed A/c payee Instrument or by Cr. to the depositor's A/c. This rule applies even when the proceeds actually paid is less than 20,000/‑ after adjusting an existing D/L.

3.4  Term Deposits ‑ Miscellaneous

Payment of Periodical Interest 

· Calculate amount of interest and prepare the debit voucher on FD interest A/c. If the interest is to be paid in cash, take depositor's signature on debit voucher on a revenue stamp if the amount is over Rs. 5000/- otherwise credit the depositor's account, as per his instructions.

· Enter the amount of interest paid in the register, under current date and also note the interest paid, against original credit entry. Note the amount and date of payment on reverse of F.D.R. if presented. Make a further note in daily list if necessary.  S.I. to be noted in the system.

· Payment of monthly interest (at discounted value) is permissible besides quarterly/ half yearly/yearly/ payment.  Such payments may be credited to their accounts, if so desired.

IMPORTANT:  System generated reports at EOD on all TDRs paid and reports generated at SOD are to be scrutinised by the Branch Manager/Divisional Manager and the Officer-in-charge.

3.5   Payment before maturity:

· Obtain an application from the depositor(s) and discharge on the reverse of TDR receipt on a revenue stamp signed by all the depositors.

· Recover penalty, wherever applicable, as per H.O. Circulars issued from time to time.

· Where party has taken periodical interest, the excess paid if any should be recovered. Add interest or balance of interest so calculated on FDR. Treat the receipt as a debit voucher. Enter these entries in FDR register. Cancel entries in daily list and make a note in the index.

· The rate of interest on Loan against Term deposits need not be changed /reduced when the Term Deposit is prematurely closed.  The loan against Bank Deposit should be charged at the contracted rate of interest only (refer H.O Circular No.GB/2003-04/37 dated 08-10-2003)

FURNISHING OF INFORMATION UNDER SECTION 133(6) OF INCOME TAX ACT, 1961:  .Information in respect of deposit in cash with banks would be called for amounts aggregating Rs.1.00 lac and above  (refer H.O. Circular GB/2003-04/94 dated 20-02-2004). 

3.6  Transfer of Term Deposits

At the Transferring Branch – 

· Obtain request application together with term deposit receipt from the depositor(s).

· Verify the Identity of depositor(s) by verifying the signature / photo and ensure that the TD is genuine in all respects 

· Ensure that there is no lien, attachment or it is not held as cover for any advance made by the branch or bank anywhere else.

· Periodical interest payments made on it, if any, in the past

· Prepare one debit voucher for debiting the T.D. account. Write full details/ particulars of term deposit to be transferred on this voucher.

· Enter in the relative system duly incorporating all the particulars

· Write in Red Ink the words "Transferred to Branch " on the top of the deposit receipt.    Mention the date of transfer.

· Write on the reverse of the TD receipt, particulars of periodical interest payments made till date of transfer, as a contra/certification to the transferee branch.

· Advise the transferee branch by letter, duly furnishing the full details including the particulars of nomination and relevant documents such as account opening form, specimen signatures etc. along with a TRA for the total amount (Principal + Accrued Interest) transferred.

· Follow up the despatch, record the reg​istered post receipt number and the ack​nowledgement received from the branch against the entry in the TD receipt issue register.

· DO NOT handover the cover containing TDR & letter to the customer.

At the Transferee Branch:

· Acknowledge the receipt of letter. 

· Obtain present address and fresh Account Opening form and file in relative binders.  

· Open the term deposit account by entering all the details in the system and passing necessary entries. 

· The date upto which interest was paid by the transferring branch should be noted in the relative section of term de​posit register.

· Write a letter to the party informing him of the position. 

BEST PRACTICE CODE - CHAPTER - 4

LOCAL SHORT CREDITS (L.S.C.)

  When bills are received for collection.

· Branch Manager/Manager of Division/ Officer‑in‑charge of bills will enter in Branch Dak Register under 'Bills' column.

· Counter clerk will receive and acknowledge them in the Dak Register

· Each bill should be branded as under:‑

· Bank’s crossing stamp on Hundi (Bills ‑of Ex​change), Lorry receipt, Railway Receipt,

· Branch LSC stamp on covering schedule, and accom​panying documents (viz. LR/RR, Bill of Exchange, invoice etc).

· 'Received Payment' stamp on the reverse of Hundi (Bills of Exchange)

· 'Please deliver to or order' stamp on the reverse of RR/LR Write date of intimation to drawee/party on schedule with stamp "Party advised on ‑‑‑‑‑‑‑‑‑ "

· Full details of the bill should be entered in the LSC Register:

· Name of the Drawer (i.e. seller) & Place/Address 

· Name of the Drawee (i.e. Buyer)

· Details of Hundi (Bills of Ex​change) LR/RR Etc.

· Amount of Bills

· Our handling charges etc.

· Instructions of drawer if any, 

· Give serial number to each bill as per entry made in the register and write the number on all papers of each bill.

· Prepare the intimation to the drawee. Incorporate the follow​ing details on the   intimation form. 

· Full address of the drawee 

· Drawer's address 

· LR/RR Number 

· Amount of Bill 

· Our handling charges 

· Drawee bank's handling charges

· Other instructions of Drawer/Drawer branch, if any.

· After scrutiny by the offi​cial in‑charge, Bills will remain in the sole custody of Head Cashier, who receives them after initialling in the register. At the time of payment the Head Cashier will send the paid vouchers to the concerned officer along with the L.S.C. register for authorization.  After confirmation he will brand the stamp "Pay or deliver to the order of ________ on the reverse of the R/R or L/R and also the "Received Payment" stamp on the reverse of the hundi.  He will then deliver the documents to the customer after obtaining his acknowledgement in the L.S.C. register.

   Payment of Bill received for collection:

· Follow instructions contained on the covering schedule

· Collect 'C' form where required

· Write full particulars of overdue interest, where recovered on the bottom     portion  of the DD/TT advice sent to Drawer branch. 

· Obtain drawee's signature on the voucher

· Where the bill is received directly from other banks send a Demand Draft along with a covering letter and mark off the entry in the Register.
·  CAUTION

Scrutinise the LSC Register frequently and send non‑payment advices wherever neces​sary. Record the date of non-​payment advices in the LSC register. Where instructions are absent, bills should not be retained beyond 30 days.

  Return of Unpaid Bills

· Collecting banker should return unpaid/overdue Bills as per instructions of the drawer with a covering letter.

· Enter date of return in Red Ink in the appropriate column of LSC register, prefixed with letter 'R'

· Write details of bills being re​turned in 'Handling charges Reg​ister' 

· Head cashier encloses the relative bills to the schedule and sends the same to dispatch clerk against acknowledgement.

· Ensure that Hundi/Bill of Ex​change and RR/LR of the bill being returned are branded on the reverse with the stamp 'All SBH stamps cancelled’ and initialled by the supervising official.

4.4. Short Credits

· Receive the instrument from the customers with pay‑in‑slip/credit voucher. 

· Scrutinise to ensure that the instrument is in order i.e., the date is less than (6) months old, the amount in words and figures are identical, the instrument is duly signed, and it bears proper endorsements, wherever necessary. 

· Brand the Bank’s crossing stamp and Bank's discharge / endorsement on the reverse of the instrument. 

· Deliver acknowledgement/counterfoil to the party, duly receipted by SWO / counter clerk after ensuring that the entries made in the slip and the particulars of the instrument are identical.

Caution

· Post dated cheques should not be accepted

· If the instruments are defective, in any manner, get them corrected before accepting. 

· If the presenter/holder/customer cannot make such cor​rections, request the party to get them rectified and then present.

· In case of high value instruments in newly opened accounts, ensure that KYC norms are followed in opening the account.

· Enter the particulars of each instrument in the SC Register/ Schedule/system and allot SC number.

· Record relative SC number on the in​strument and the pay‑in‑slip.

· Separate the instruments from the pay-in-slip and file in chronological serial order in a separate file/folder.

· Despatch the instruments by Speed Post / authorised courier.

· Mark off the acknowledgements / POD on receipt in the postage register;

Follow Up

· If the fate of the SC is not received within (8) days, send fate calls.

· If no reply is received for the first fate call follow up with further fate calls, at weekly intervals upto a reasonable time.

· Enquire the fate telephonically / I.P. Phone, if required.

4.5   On Receipt of Payment:

· On receiving the payment by draft/TRA take out the relative pay‑in‑slip and process the transaction on the same day.

· Correct the date on the pay‑in‑slip to date of transaction.

· Prepare general credit voucher for commission, and a current A/c transfer voucher for P & T charges.

· Accordingly correct and rewrite the amount in words and figures on the pay‑in‑slip.

· Prepare Draft along with forwarding letter and relative remittance voucher, in case of cheques received for collections from other schedule banks (i.e. other than SBI group).

· Prepare DD for cheques received for collection from the Associate Banks.

· For cheques received for collection from SBI prepare general credit voucher for credit of Agency Clearing General A/c.

· Double signature discipline to be followed for all transactions of Rs.50,000/- and above.

· Mark off the entries in the system/ relative SC. Register (R 223), with date.

Remitting proceeds of SC/LSCs through Branch Clearing General Account (SBH branches):

· The proceeds of SCs and LSCs will be remitted to the lodging branch through Branch Clearing General Account using pre-printed and numbered TRA.  

· The credit entry originated by remitting branches wil be reported in the Branch Clearing General Account through Schedule – 3 (Originating Credit).  

· The debit entry – responding entry by the lodging branch will be reported in Branch Clearing General Account through Sch – 4 (Responding debit).(Ref: Circular No.,GB/2004-05/23 date 26-06-2004.)

For Other Banks

· If it is a draft drawn on other Bank present it in clearing. 

· In case of cheques sent for collection to the Post Office / other banks who do not maintain account with our bank and  where there are no local clearing arrangements, the cashier should  receive the cheques from the branch SC/DP section after acknowledging in the SC/DP register, collect the amount from the drawee bank / P.O. and credit the proceeds to the party's account on the same day.  The entry in the SC register should be marked off, authenticated by an officer having realised the cheques / DD"

· The collection of proceeds in cash should be collected by Cashier only.

4.6   NON‑PAYMENT

· If the S.Cs are returned unpaid, mark them off in the register in Red Ink, using prefix 'R'. Disfigure / cancel the pay‑in‑slip in such a manner that it cannot be put to use. Remove it from the file and pin to the instrument. Debit returning/handling charges to the party's account i.e. Lodger's account, and credit to commission A/c.

· Brand prominently 'All our stamps cancelled' stamp on the reverse of the cheque.

· Prepare covering Sch. 81 A. Incorporate par​ty's full address and mention reasons for return of cheque. Enclose Return Memo, if any, received from the realising branch.

· Return it to the party against acknowledgement/by Regd. Post Ack. Due.

Local Clearing Account 

(H.O. Circular No. GB/2004-05/25 Dated 02.07.2004)

Clearing Member Branches – 

4.7 Outward Clearing 

· Receive the instruments; verify the entries in the voucher with that of the instruments, brand the crossing and clearing stamps and issue acknowledgement to the lodger.

· The cheques received from customer for presenting in clearing are to be fed through outward system (OCS). A bank wise list will be generated which along with the cheques are to be sent to Service Branch / Designated Branch as per extant procedure. No accounting entries are passed at the time of presentation of cheques.

4.7.1 Drop Boxes:

Cheques received in the drop boxes wherever arranged are to be cleared and processed on a continuous basis.

4.7.2 High Value Instruments:

Branches should try to lodge all High Value Instruments in High Value Clearing and adhere to the prescribed timings.

On Realisation of Outward Clearing Cheques – 

· Clearing Member Branches on receipt of TRA from Service Branch / Designated Branch indicating the amount of cheques realized and details of returned cheques, if any, the following entries are to be passed. 

· Dr. Branch Clearing General A/c (Service Branch / Designated Branch)

· Cr. Parties Account.

In case of cheques / instruments discounted / purchased and presented in Local Clearing the amount will be debited to Demand Purchase A/c and on realisation of the cheques the amount will be credited to Demand Purchase A/c.(HO Cir. No.GB/2004-05/82 dated 20-01-2005.

· In case of returns in Outward Clearing, no separate entries are passed as Service Branch sends TRA for net amount less returns, and the returned cheques are sent on the same day with covering letter in duplicate to the presenting branch.

· The duplicate copy of the letter is sent to the Service Branch / Designated Branch, duly acknowledged by the presenting branch.

· The cheque should be delivered to the customer against proper acknowledgement. 

4.8 Inward Clearing-

On receipt of Clearing Cheques from Service Branch / Designated Branches, the following entries are passed at Clearing Member branches (CMBs).

· Dr. Party’s Account

· Dr. Suspense Account (For returned cheques)

· Cr. Branch Clearing General Account

· The entry in Suspense Account will be eliminated on receipt of TRA from Service Branch / Designated Branch.

· The amount of TRA received from Service Branch / Designated Branch shall not be altered for any reason.

· Any excess / Short amount received will be routed through Sundry / Suspense Account and to be reconciled separately as per the extant procedure.

· Guideline instructions received from Service Branch / Designated Branch regarding late returns etc., to be complied with promptly so that credit is not effected in case of returned cheques.

· The discounted cheques are sent to Service Branch / Designated Branch along with other cheques. On realization, proceeds are to be credited to Demand Purchase Account. The Credit Voucher for this purpose to be placed along with other clearing vouchers. 

Set of clearing vouchers are to be passed at the end of the day at service branch / designated branch as under.

Outward Clearing

At the time of presentation of cheques to Clearing House / R.B.I. / designated bank.

1. Cr National Local Clearing items in Transit A/c (NLCIT Account)

On completion of return discipline

2. Dr. NLCIT Account

3. Cr. Branch Clearing General Account (CMBS)

Inward Clearing 

On receipt of cheques from Clearing House/RBI/Designated bank.

4. Dr. Branch Clearing General Account (CMBS- originating debit)

5. Cr. NLCIT Account.

6. At the end of the day the balance in NLCIT Account will be made NIL by Debit/Credit to Link Branch.

Service Branches / Designated Branches should sent TRA’s on the same day and CMB’s should respond TRA on that day.

Cheques lost in transit:

In respect of cheques lost in transit, or in the clearing process, or at the paying bank's branch, the bank should  immediately bring the same to the notice of the accountholder so that the accountholder can inform the drawer to record stop payment and can also take care that other cheques issued by him are not dishonoured due to non-credit of the amount of the lost cheques / instruments. (GB/2005-06/23 dated 04-06-2005)

CONTROL ASPECTS: 

1)
The designated branch / Service branch at the end of the day will record branch wise, all the Branch Clearing General Account entries under Schedules 3,7 and 8 originated as well as responded for each Clearing Member Branch, and send a Daily Statement indicating all entries pertaining to each member branch in  duplicate.

2)
The Clearing Member Branch on receipt of the Daily statement will arrange for scrutiny / confirmation of the entries in the statement, which duly certified will be sent to Service branch.  

3)
At the end of the month, a Monthly Statement of all the entries passed during the month for each Clearing Member Branch (CMBs) will be generated and sent to the CMBs in duplicate.  The CMB will return a copy of the statement after scrutiny / confirmation of the entries on the statement by an authorized officer. One copy will be retained at the branch in a separate file which will facilitate attending to computer enquiry memos received from Central Accounts Department.  

4)
At Service branch / Designated branch, the duplicate copy of the monthly statement received from the CMB will be scrutinised to ascertain any changes / additions are made. Any changes / additions made by the member branches will be verified and appropriate action will be taken. This statement will be filed separately to facilitate attending Computer Enquiry Memo as and when received from Central Accounts Department.

5)
The branch will certify in its Managers Monthly Certificate (MMC) that the monthly statement of Local Clearing entries received from Service branch was scrutinised and a copy sent back to the Service Branch duly confirmed.

Please refer to H.O. Circular No.GB/2004-05/25 Dated 02.07.2004 for detailed guidelines.

BEST PRACTICE CODE - CHAPTER - 5

GOVERNMENT BUSINESS.

Government is treated as' Preferred Customer'

Collection of CBDT

List of Direct Taxes

I. Challan No. ITNS ‑ 280

The challan is for the payment of the two major heads of (a) 0020 Income Tax on Companies (Corporation Tax) and (b) 0021 Income Tax (Other than Companies)

II. Challan No. ITNS ‑ 281

The challan is meant for payment of TDS (tax deducted at source) / TCS (Tax collected at source). It has two Major Heads (a) 0020 for company deductees and (b) 0021 for non‑company deductees.

Ill. Challan No. ITNS ‑ 282

The challan is for the payment of a number of taxes. (a) 0034 for Securities Transaction Tax (b) 0032 for Wealth Tax.

IV. Challan No. ITNS ‑ 283

· This is a new challan introduced. It is for the payment of (a) 0036 for Banking Cash Transaction Tax (b) 0026 for Fringe Benefit Tax.

· The scrolls and challans have to be forwarded to the Nodal Branch on the next working  day.

· The day's collections have to be transmitted to 'Link branch' for credit to Government  on day to day basis.

· Date wise Monthly statement to be submitted to Government Department on the first working day of the following month.

·    The OLTAS file to be submitted daily even if there are no CBDT collections during the day.

5.1    PROCEDURE OF DIRECT TAX COLLECTION AT RECEIVING

         BRANCH.

· A tax payer can pay direct taxes at any authorised branch of the authorised bank either in cash, direct debit to account or by a cheque/draft drawn on the same bank or another bank.

· The challan format is a single copy challan with the main challan at the top and the taxpayer's counterfoil at the bottom of the challan.

· While accepting the challan, check

     -    Whether main challan &counterfoil have been filled in properly

           -
Whether the amount (both in words & figures ) and major head of account is correctly recorded

           -    Whether PAN /TAN, name and full address of the taxpayer,          

          assessment   year and nature & type of payment are properly filled  

          in.

· For challans tendered with cash ‑

· Brand Cash received stamp mentioning name of the bank and branch, 7 digit BSR code of the branch, date of deposit and 5 digit unique serial number

· Stamp should be ' branded on main challan and counter foil portion, Impression of receipt stamp should be clear and legible,

· Authorised official of the branch will sign in full on the counter foil and initial the main challan.

· The receipted counter foil to be returned to the taxpayer.

· Challans tendered with cheque / draft ‑

· The challan should be branded with double date or two stamps (on

       the date of receipt of the challan and the other on the date of 

       realization of cheque/draft

· Issue paper token indicating the date of tender of challan and the  

       date on which the counter foil will be ready for delivery.

Collection of CBEC dues ‑

· The challan should be branded with "Credited to Government Account" stamp with date of credit, since the branch is acting as a Focal Point/Link Branch.

· The scrolls and challans will have to be forwarded to the Nodal Branch on the next working day.

· The day's collections will have to be transmitted to Link Branch for credit to Government Account on day to day basis.

· Date wise monthly statement to be submitted to Government on the first working day of the following month.

Departmentalised Accounts (Railway, P&T, Defence)

· The scrolls and challans have to be forwarded to the respective department on the next working day.

· The day's collections will have to be transmitted to Link Branch for credit to Government Account on day‑to‑day basis.

· Date wise monthly statement to be submitted to Government on the first working day of the following month.

Payment of Income Tax Refund Orders (ITRO)

· Refund orders below Rs. 1,000/‑ an assessee is issued 2 foils of the refund order and payment is made on presentation of both the copies.

· Exceeding Rs.1,000/‑ the assessee is issued 1 foil of the refund order advice. The duplicate is sent to paying branch. Payment made only on the strength of the refund advice received in the branch.

· The specimen signatures of the officers of the Income Tax department who are authorised to draw refund orders will be sent to the paying branches concerned in advance by the Income Tax authorities.

· The signatures will be duly certified by an officer of the Income Tax Department whose specimen signature is already on record with the branch.

· Any change in the authorised official will be advised to the branch concerned immediately.

· While passing the refund orders for payment, the passing official should exercise utmost care apart from the precautions in connection with payment of Negotiable Instruments, instructions issued by Controller General of Accounts end Reserve Bank of India from time to time.

· The payee is required to affix his signature in the space provided for Claimants signature on the reverse of the ITRO.

5.2   Loss of challan /ITRO/advice note by the Bank:
· Receipted challans are primary evidence of payment into Government Account and must for verification of classification and accounting of the transactions.

· Paid ITRO/Advice Note are important documents in the absence of which the responsibility for any fraudulent / irregular payment can not be fixed.

· In case of any loss of these instruments, a certificate in lieu of the lost challan / ITRO/ advice note is made.

Pension Payment Scheme

· Details regarding payment of pension to be posted in the pension payment register.

· The pension amount has to be credited to the Pensioner's account on due date i.e. the last working day of the month.

· Payment scrolls have to be submitted to the Link Office immediately after effecting payment of pension.

· Basic pay and relief to be shown separately.

· Photographs of Pensioners to be kept on record.

· Pension Payment Register and Index Register of Pension Payments should be maintained.

· Life certificate, Non‑employment Certificate and Non‑marriage / Non-​remarriage Certificate should be obtained from the Pensioners in, the month of November every year.

· In the case of Civil/ Railway pensioner's signature of pensioners to be obtained on the original pension payment orders in the space provided for therein.

· Pensioner's portion of PPO's may be given to the pensioners against acknowledgement.

· In the case of Railway Pensioner's the payment scroll have to be prepared account wise i.e. for each Railway.

· Pensioners to be kept informed of the issue of PPOs and its subsequent movement at all stages.

· Whenever there is a change in the rate of dearness relief, the bank should collect the relevant circulars from Government and make payment accordingly.

Precautions in opening and conduct of Personal Deposit Accounts:

· Branches should not open Personal Deposit accounts / Current 'accounts in the names of commissioner of Income Tax for depositing the amounts seized during operations by the IT department without prior authorization from CBDT/ RBI.

· In case where the Tax Recovery Officer is opening the PD A/c it will be opened at the respective centre where he is posted.

· If more than one TRO is posted, the PD A/c will be opened in the name of only one TRO nominated by the Commissioner of IT.

· If PD account has to be opened in the name of more than one TRO, then specific sanction will be conveyed by the Board with the approval of CGA through Principal Controller of Accounts, CBDT.

STATE GOVERNMENT TRANSACTIONS:
· Branches handling the State Government transactions should send the Receipt/Payment scrolls on a daily basis in the prescribed form along with challans and cheques to the Sub‑Treasury/Treasury.

· The paid vouchers (cheques, bills etc) sent to the Treasury should be conspicuously branded with 'paid' stamp to avoid making payments against same document more than once.

· The challans / paid instruments will be arranged in the order in which they are entered in scrolls and stitched to the respective scroll.

· Two Pass‑Books (for use on alternate days) as per prescribed proforma with particulars of total Receipts and Payments and the number of supporting challans / cheques may be maintained in which entries will be made based on Daily scrolls.

· The Passbook envisages that a certificate of correctness of the transactions is given by the Sub‑Treasury/Treasury, after verification of each item of Receipt and Payment recorded in the scrolls with reference to cheques/paid instruments.

· The scrolls, challans, vouchers and Pass Book should be sent in locked box by the branch to the Sub‑Treasury /Treasury.

· There should be no delays in transmission of scrolls and challans paid instruments by the branch to the Treasury. For this purpose, specific columns for date of sending and returning it have been provided for in the Passbook.

· The Sub‑Treasury / Treasury will use Memorandum of Error for communicating discrepancies, if any.

· The Treasury will send the Memorandum in duplicate and the branch may retain copy and return the original with confirmation of rectificatory action.

· Discrepancies, if any, have to be communicated immediately, but not later than the next working day.

· At the close of business each day, an advice bearing separate serial number showing the aggregate Receipts and Payments of the day should be sent to the Link Office by fax / telegram / e‑mail.

· At the end of each month, branches should prepare the Date‑wise Monthly Statement (DMS) in the prescribed form in 5 copies ( in case of Treasury) and in 6 copies (in case of Sub‑Treasury)

· The DMS should be submitted to the Sub‑Treasury / Treasury not later than first working day of the succeeding month.

· The statements will be scrutinized by sub‑Treasury / Treasury and two copies thereof will be returned within 2 days with a certificate to the effect that it has been checked and found to be correct.

· The verified date-wise monthly statement (VDMS) will be dispatched and faxed by the branch to the designated Link Office on the day of its receipt.

BEST PRACTICE CODE - CHAPTER - 6

DRAFTS, & TELEGRAPHIC TRANSFERS

Caution: The system of following up for advices of “Draft Paid Ex-Advice” for amounts of Rs.1.00 lac & above and marking off should be strictly adhered to at the drawee branch.

ISSUE OF DEMAND DRAFT

1) After receipt of the security forms (continuous stationery drafts) from the official  concerned 
· Check the opening serial number of continuous stationery drafts with the ending number recorded in the kutcha register and ensure that the previous day's entries are checked and initialled by the official. 

· Count the forms and satisfy that the number of leaves agree with the entries made in the kutcha register.

· Return if any other forms are inadvertently issued.
· Enter the opening numbers of the continuous stationery draft form supplied to you in the kutcha register and initial.
2) Receive completed application duly signed by the applicant. See that the applicant's address furnished is in full and legible.  Scrutinise the form to verify that the drawee office, Name, Amount in words and figures and Payee's name are correctly written. 
3) See for the cashier's/head cashier's signature and "cash received" stamp on the voucher to ensure the receipt of cash.   Ensure that a competent official duly scrolls the receipt.
3.1.) In case of transfer vouchers, verify that an authorised official has properly passed the voucher. 
4.Check out for restrictions, if any, for cross drawings on SBI/Associate Banks' Branches.
NOTE:
We cannot issue drafts on branches of SBI and other Associate banks, if a branch of our bank is functioning at the drawee centre.  Therefore, politely inform the customer of this fact, when they request/insist on issuance of drafts at such centres.
Important 

· DDs should be prepared free from alteration.  If a form is spoiled, it should be cancelled and token entry of the serial number to describe about the cancellation should be made in the DD issued Register.  The portion bearing the instrument number should be cut and pasted in the Register.  This will serve as a check for accounting the forms. 

· Prepare the draft of Rs. 1,00,000/- and above with relative advice by using double-sided carbon.  Enter the particulars in the system.  Enter DD number on the application form also. (Refer H.O. Circular GB/2003-04/38 dated                13-10-2003.)
· The amount of the Draft should be written with a forward slash in between e.g.. One/thousand/five/hundred and/paise six only.
· A hole should be punched in the number on the right hand side margin, corresponding to the first digit in the rupee amount with the help of the punch player (single hole punching machine).
· A transparent tape / sticker should be affixed on name of payee and amount in figures and words.
· As a measure to prevent frauds, specially designed hologram stickers are to be  affixed on high value drafts of Rs.1 lac and above.(refer HO. Circular No.GB/2003-04/53 dated 13-11-2003.)
· Drafts for value of Rs.50,000/- and above should be signed by two officials (H.O. Circular GB/2003-04/72 dated 30-12-2003).

· In view of the introduction of continuous stationery for inter branch drafts, the existing TT, OL and TL series of drafts have become obsolete and holding of large stock of such unused forms may expose the Bank to avoidable operational risk.  Please follow the instructions contained in our H.O Circular No.GB/2003-04/88 dated 09-02-2004.

· Check signal to be affixed to Demand Drafts of Rs.10.00 lacs and above (GB/2003-04/72 dated 30-12-2003).
· For Drafts of value of Rs.50,000/- and above, cash should not be received (I.T. Act and RBI guidelines).
· The stock of continuous stationery of drafts and Banker’s Cheques to be branded with rubber stamp bearing name, code number and telephone/IP number of the branch in an indelible ink despite being printed by computer. (Ref. H.O. Circular No.GB/2003-04/72 dated 30-12-2003).
5)
For government drafts brand branch rubber stamp indicating the condition of payment on the reverse and "not-transferable" stamp on the face of the instrument.
6)
For TTs, enter the voucher particulars in TT issued register, write confirmation advice on drawee branch and send the vouchers to the officers concerned for checking/coding the TT.
7)
Send Draft advice and TT confirmation advice along with the concerned register for signature.  After the draft is signed, deliver the draft against identification as per the signature appearing on the application, after obtaining the acknowledgement on the application.  Before handing over the draft, verify that it has been properly signed by the officials concerned and complete in all respects.
8) After the day's work is over, enter first and last numbers of continuous stationery Draft forms / all books supplied in the kutcha register, initial and handover to the official concerned.
9) Before leaving the branch run through the serial number of continuous stationery drafts issued on the day to check that the chain of the serial number is not broken i.e., no number is missing.
10)  The security forms on continuous stationery to be kept in specially designed locked box, which provide security during operations.
11)  As per extant instructions security forms are to be held in Joint custody only.
12)  Both the joint custodians should operate the safe while making withdrawls/deposits of security forms.
Payment of Demand Drafts & Telegraphic Transfers

· Check the draft advice and ensure it is drawn on your Branch.
· File (arrange) the advices branch wise alphabetically and date wise.
· Validity period of the demand draft is 6 months from the date of issue.
· Compare the particulars of the draft with relative advice.
· See that the endorsement(s) is/are regular. Obtain identification of the payee wherever necessary.
· Mark the date of payment on the relative advice.
Follow up the drafts paid ex-advice in the following manner:

· Send reminder to issuing branches if advice is not received within reasonable time. Make a note of it in the relative Register with date.
· When draft advice is received mark off in the relative register.
· If the draft is tendered for payment in cash issue token, note the same on the left hand top corner of the draft against your initial.
· Brand bilingual pay cash/transfer stamp as the case may be. Then enter in the relative register.
S.B.H. Drafts
Note: For drafts below Rs.1, 00,000/-, no advices are necessary.
· If the draft amount is Rs. 50,000/- and above, check whether it bears signatures of two officers of the issuing branch. 

· In case the relative advice is not received put (x) mark against the relative entry; and follow up with the issuing branch to get the advice.
· Demand drafts of Rs.10.00 lacs and above to be passed by two officials at the time of payment.
· The branches located at the center where service branches are functioning will make payment of DDs upto Rs.1.00 lac by debit to IBIT A/c.  Draft of Rs.1.00 lac and above to be presented in Inter Branch Clearing and to be paid only after clearance at the Service Branch. (Ref. H.O. Circular No.GB/2003-04/72 dated 30-12-2003).
SBH DRAFTS
· If the Code number on the draft is different from the code number of your branch:
· The draft should be paid by discounting (Demand Purchase) the same at par, treating the branch whose code number is indicated in the instrument as the drawee (Payee) branch. The relative draft along with advice should be sent to that branch along with the D.P. schedule.
· If the draft presented bears the code number of your branch but name of some other Branch treat it as drawn on you; pay the draft in normal course, ignoring the name of the branch. Call for the advice from the branch whose name is indicated on the instrument.
· Contact the issuing branch over the Phone/I.P.Phone / Fax and confirm the genuineness of the drawing.  Keep a record of the query made.
SBI DRAFTS:
Follow up for drafts paid ex-advice.

Note: DDs will be paid, provided the Bank name, Branch name and Branch Code are correctly mentioned.  In case any of the three fields is not correct the draft should be returned with the remarks “Not drawn on us”. (GB/2003-04/108 dated    12-03-2004).

IMPORTANT:  Payment of Drafts of Rs.20,000/- and above should not be made in cash.

ASSOCIATE DRAFTS / TTs:
Associate Banks Drafts and TTs payment: ABSOT encashment schedule-cum-register (No.R-3) should be used to enter the details of the payments made.
TELEGRAPHIC TRANSFERS:
Ensure that the amount in words and figures in the TTs payable register has been authenticated by concerned official.
CANCELLATION OF DRAFT 
· Obtain an application from the customer for cancellation of draft

· Verify the signature with that on the credit voucher for purchase of the draft.

· Obtain the signature of party on a revenue stamp of Re. 1/-.  if the amount of the draft is for more than Rs. 5000/- (GB/2005-2006/20 dated 26-05-2005). 

· Once again compare the signature on the instrument with the original Credit Voucher for purchase of draft. 

· After the instrument is duly discharged with the words - "Received Payment by Cancellation" scrutinise to ensure that the instrument does not contain any other endorsement, crossing stamp etc. 

· Verify whether a duplicate has already been issued.

· After satisfying yourself in all these aspects issue a token. 

Note: In the case of cancellation of a draft the amount of the instrument shall be paid by a Banker's cheque issued in the purchaser's name or by credit to his account maintained with the Branch.
NOTE: Even for transfer transaction, signature on revenue stamp is necessary
SBH Drafts:
· Prepare a draft cancellation advice on H.O. 597 and send it to the Drawee Branch.

· Make a necessary noting in drafts issued register against relative entry and also in the original application form reading "paid by cancellation". 

SBI Drafts:
· Enter in the Register of" Reversing Debits" in respect of wrong credits to AGCL A/c.

· Prepare a draft cancellation advice 

· Make necessary noting against relative entry in the AGCL drafts issued register and on the application form for issue of the draft. 

· Send all the relative registers and vouchers to official-in-charge for authorisation of payment.
Associate Banks: 
· Drafts may be paid by cancellation by Debit to ABSOT A/c by means of reversing debit entry, enter in reversing debit schedule-cum-Register R-5.
· Make a necessary noting in the issue register and draft application form. Prepare a draft cancellation advice 

Care: If any third party endorsements are there, the draft cannot be paid by cancellation, unless a fresh discharge is recorded by the last endorser.
Issue of Duplicate Draft:
· Obtain an application from the applicant reporting the loss of draft and requesting for a duplicate Draft. 

· Verify the signature of the purchaser with that in the Original credit voucher for purchase of the draft. 

· Notify the drawee branch regarding the loss of draft, advising them to exercise caution and requesting them to send non-payment advice.
Exception: 

Non-payment advice is not necessary in case the amount of the draft is less than Rs.10,000/-.
· On receipt, of non-payment advice, from the drawee branch, obtain letter of indemnity on H.O. 47 signed by purchaser and two approved sureties each good for the amount of draft.
Exception: 
No sureties are required in case the applicant is a Govt. Department, or if the amount of draft is less than Rs. 1,000/ in all cases.
· In the following cases, indemnity letters are not required to be stamped in accordance with the provisions of  the Stamp Act.
· Where payees of drafts are Banks or Govt. Depts., or Companies or Firms of good standing and in case of  drafts issued by the Bank towards proceeds of Bills/ cheques/ instruments collected.
· Companies, Corporations etc., who maintain collection accounts with us, (when periodical remittances are to  be made by way of drafts).
· Members of our Bank staff, for small amounts not exceeding their one month's emoluments.
· Demand drafts of below Rs.1000/-
· Signatures on indemnity letter must not be attested/witnessed.
· All the three persons i.e. the applicant, as well as the two sureties, should affix their usual signatures, one beneath the other, at an appropriate place on the right side of the Letter of Indemnity. 
· Each sheet of the document should be authenticated under full signatures of all the three executants.
· Unless all the partners sign, the indemnity or surety of a partnership firm should not be accepted. The partners can execute the Indemnity Letter in their personal capacity and not on behalf of the firm.
· Corrections and alternations, if any, in the documents should be authenticated under the full signatures of all the executants.
· Indemnity letter should be entered in Branch Document Register.
· Prepare the duplicate draft on a blank draft form with full particulars as in the original draft.  Score off the running serial number of the draft(non-MICR) form and write the number of the draft reported lost. The date on the duplicate draft should be the same of the original draft. Super scribe the draft on top in Red ink with the legend. 
     Duplicate of Draft No ........... Issued on …………
· Indicate with date the fact of issuance of duplicate instrument on the original voucher 
· Write a letter to the drawee Branch advising them about issuance of a duplicate draft. 
· If the value of the draft exceeds Rs. 50,000/- send a telegram.
Revalidation of Demand Drafts:
· All Drafts would be valid for 6 months from the date of issue
· After 6 months from the date of issue the drafts would be eligible for revalidation only once.
· If the draft is not presented within one year from the date of issue (6 months after revalidation) such drafts, when presented for payment/revalidation, will be cancelled and a fresh draft will be issued on payment of appropriate service charges for the purpose.  This fresh draft will be handed over to the applicant.

· The purchaser (Applicant) alone should present the draft for revalidation and also for cancellation.
· In case the beneficiaries of drafts are Government departments, at their specific written request, branches may consider payment of such Drafts presented even after the validity period, exercising due care.  The proceeds to be credited to Govt. A/c only. 
Precautions

· Exercise care against presentation of fake Demand Draft prepared using Colour Xerox / Hi-tech printers;

· Exercise caution while crediting high value drafts in newly opened accounts.

BEST PRACTICE CODE - CHAPTER - 7

CREDIT PORTFOLIO

7.1   General Principles of lending:

When a request for a loan is received, it is important to ensure that the borrower has the legal capacity to borrow.  The other matters upon which the information should be obtained are: the purpose of advance, the amount involved, the duration of the advance, the sources of repayment, the profitability of transaction, and, where applicable, the security offered.   The most fundamental principle of all is that the bank should have confidence in the integrity, competence and continuing credit worthiness of the borrower.  

7.2  Know your customer - Granting of loans and advances to relatives              of directors of our Bank / other Banks:

While entertaining a proposal for advance, the branch has to first ensure compliance with the KYC norms.  In addition, the RBI defaulters’ list, wilful defaulters' list as well as the ECGC caution list should be scrutinized to find out whether the name of the unit/company or any of its directors are appearing in the lists.  If so, the proposal to be entertained only according to the RBI guidelines, which are detailed in the loan policy/relative circulars. 

Branches have to obtain a declaration from every borrower with aggregate limits of Rs.25.00 lacs and above to ensure compliance of regulatory restrictions of Reserve Bank of India (H.O.Cir.No.ADV/2004-05/85 dated 21-02-2005.)

In case of branches covered by RACPC/RASECC, the branches will __

a)  market and source quality proposals in retail segment  

b) comply with full KYC norms  

c) help the customer in filling up the loan application  

d) ensure that the proposals are in conformity with the scheme guidelines  

e) issue "in principle eligibility letter" to the customer for proposals received under retail segment.

f) forward the application along with required data / documents and copy of "in principle eligibility letter" to the CPC on the same day.

g) on receipt of sanction, branch will disburse the loan within 2 days and send compliance certificate to the CPC. 

7.3   Pre-sanction Stage:

Obtain/compile the following:

· Bio-data/declaration of assets owned by the borrower and guarantor along with latest income tax/wealth tax assessment copies and compilation of opinion reports. 

· Particulars of immediate family members/legal heirs along with their father’s name and age. 

· Audited balance sheets for the previous 3 years, estimated balance sheet for the current year and projected balance sheet for the next year.  Data on CMA format to be obtained, wherever applicable.

· Particulars of existing borrowing arrangements and credit reports/no objection letters from existing banks if the account is proposed to be taken over.

· It should be followed by independent verification by the branch officials. 

· Details of associate/group concerns, their borrowing arrangements and their latest balance sheets. 

· Copy of the appraisal report from lead financial institutions or lead bank or both as the case may be. 

· No objection letter from term loan lender(s) if already financed by them and their permission/willingness to cede pari passu/ second charge on their security.

· The position of term working capital liabilities with various banks/FIs and details thereof viz., Limit, DP, Outstandings, Irregularities (if any).

· Conduct a search/obtain a search report from Registrar of Companies to ascertain position of charges created already. 

· The loan proposals of corporates put up for sanction (either existing or new connections) shall include details of credit facilities by SBI/Associate Banks along with their pricing to avoid an existing loan of a bank in the State Bank Group to be refinanced / taken over by another bank of the Group by quoting finer pricing. (H.O. Cir. No. ADV/2004-05/21 dated 02-07-2004)

7.4   Due Diligence:

· Branch Manager should do adequate Due Diligence before bringing an asset to the Bank’s books.  This will avoid NPA.
· Thorough enquiry about the prospective borrower (with other banks, FIs like SFC/IDBI etc.) market intelligence, his past track record of performance and repayment of obligations, credit worthiness (Net Worth) must be done. 

· Personal visit to his office/place of business will give an idea of his business. 

7.5   Processing of Applications:

While processing the applications, the following should be looked into and commented upon in the proposal:

· Due diligence on promoters’ background, their track record of repayment by checking with their existing bankers (NPA status) (any rephasements, any compromise entered into), credit worthiness, market reputation etc.

· Latest RBI defaulters’ list and wilful defaulters' list —Company and their Directors.

· Latest ECGC caution list status—Company and their Directors. 

· Bank’s loan policy.

· Compliance: 

· In case of Take over of loans: Take over norms

· FCNR (B) Loans:                      FCNR (B) Loan norms

· Sub-PLR rate:                           Sub-PLR norms. 

· Prudential norms.

· Group exposure norms.

· Industry exposure restrictions. 

· Contractual capacity of the borrower regarding borrowing powers/any restrictions on borrowings and names of persons authorized to borrow by verifications of:

i) Partnership deed in partnership

ii) Bye-laws/trust deeds in clubs/societies/trusts and

iii) Memorandum and articles of association-for limited companies.

· Credit opinion from existing banks/FIs.

· Search report in ROC.

· Credit reports on Partners/Directors backed by documents like IT return, Wealth Tax Returns etc.

· Industry related risk factors.

· Comparison with similar units in the industry. 

· Acceptability of project cost demand, product cost, profitability etc., prima facie if term loans are involved.

· Acceptability of debt/equity gearing, promoter’s contribution, debt-service coverage ratio etc.,

· Promoter’s ability to access capital marked for debt/equity support.

· Pre-sanction visit to be made to the unit for preparing a report on the stage of unit (new unit or unit under expansion), its facilities, locations, processing, management especially production, accounting and marketing. 

7.6   Appraisal:

The following aspects to be critically looked into and comments included in the appraisal:

· Current Ratio

· Debt/Equity Ratio

· TOL/TNW Ratio

· Debt Services Coverage Ratio (in case of Term Loans)

· Profit

· Inventory to net sales

· Receivables to gross sales

· Sundry creditors to purchases

· Other current liability to total current assets

· Method of depreciation followed

· Profit/Sales

· PBIT/Interest

· Tax and other statutory dues

· Trends in sales and profitability

· Production capacity, its usage part and projected

· Estimates/projections of sales and their acceptability, any abnormal variations in sales/profits

· Estimated working capital gap with reference to build up of inventory/ receivables/ other current assets

· Compliance with lending norms/method, mandatory guidelines etc.

· Interlocking/diversion of funds among/through associates/sister/group concerns-full details (These get deducted from Net worth to arrive at TNW)

· Any qualifying remarks of auditors in the balance sheet

· Impact of working capital for incremental current assets

· Collateral offered

For Project finance, verify the following also:

· Statutory clearance licenses/permits/approvals/clearance from various government departments/agencies etc.

· Pollution control clearance.

· Sources of Power.

7.7  Credit Risk Assessment (CRA) as perH.O. Cir.No.ADV/2004-05/19 dated   

       29-06-2004.

· Arrive at the CRA score objectively based on the latest audited balance sheet to arrive at the risk potential and to fix internal rates.

· In case market competition deems it necessary, cost benefit analysis to be done before recommending lower rate including sub-PLR rates.  Proposal should contain such detailed reasons.

· CRA to be reviewed annually obtaining the latest audited balance sheet at least within 6 months so that change in risk perception can be known early and also appropriate interest rate charged early. (In case of any delay in submission of audited balance sheet beyond 30th September, charging of appropriate penal interest to be examined in consultation with controller/Credit Department/IR Department).

7.8 Pre-disbursement formalities:

7.8.1  Search Report:

In case a search has not been conducted and a search report obtained from the Registrar of Companies at the pre-sanction stage, these are to be done to ensure that no prior charges other than those brought out in the proposal are there. 

7.9  Legal Opinion:

· Encumbrance certificate for the past 15 years to be obtained directly from sub-registrar’s office. 

· CAUTION: We should not rely on the EC submitted by the borrower/party. 

· In case the property purchased is under a document/title deed more than 15 years old, EC to be obtained from the date of purchase of the property.

· The proposed mortgagor has to call on the branch along with the borrower and handover his photo along with the title deeds.  Branch to obtain title clearance certificate only after satisfying themselves of the credentials of the mortgagor. 

· Title deeds and all related documents/papers in original to be sent to the panel advocate and received from him in a sealed cover preferably directly.  

· CAUTION: Under no circumstances the borrower or his agent to be allowed to have any access to the documents/opinion of the advocate. 

· A proper investigation (search) at the office of Sub-Registrar concerned and/or Mandal Revenue Office concerned should be done to ascertain the genuineness of the title deeds, pass books and other relative documents of title proposed to be deposited.

· After the sanction of a loan, the branch should ensure creation of mortgage of the property offered as security by getting the Memorandum of Deposit of Title Deeds duly filled in and signed by the borrower/s.  Proper recital should be recorded in the Title Deeds Register, under the signature of the Branch Manager, Field Officer.

· The title report and the investigation (search) report should be in the Bank’s standard formats and obtained together.

· The latest title deeds as well as the link documents should be original.  If original link documents are not available, the matter should be probed thoroughly.

· CAUTION: The latest title deed intended to be deposited with the Bank should be original only.

· In case of agricultural lands, restrictions on mortgage of agricultural lands for commercial loans, registration of charge with Revenue Department, formalities under the land reforms and other local laws should be thoroughly examined.

· The presumption that all Hindu families in India are joint families should be kept in view while examining title of individuals.

· In case of properties acquired under an agreement of sale with GPA, the legal position is that the title does not get transferred to the GPA holder.

· A certificate from the revenue authorities stating that the property proposed to be mortgaged does not belong to the Government is to be obtained. 

· In case of any difficulty for the above certificate, request the panel advocates giving title clearance certificate, to go through Kasra pahani, pahani patrika, adangal, 7/12 extract, revenue extracts etc. or city survey office to satisfy themselves about the ownership and possession of the properties and submit a report stating categorically the verified facts. Wherever possible necessary extracts from the records/their copies to be obtained through the advocate 

7.10 . Valuation:

· Valuation to be done by our empanelled valuer following the procedure laid down in the various Head Office circulars.

· Branch officials to cross check the valuation of the valuer and prepare a valuation report by personal visit to the property and also a certificate.

· Update Valuation report once in 3 years.

· CAUTION: Ensure that there are no Crown Debts.
For recovery of tax dues, the Central/State Governments will have first charge/preferential claim on the properties of not only the firm and the company in liquidation but also extended to the assets of partners and directors.  Therefore branches have to strengthen their credit management system for ascertaining the tax dues of borrowers while sanctioning / renewing credit proposals.  (H.O. Cir. No.ADV/2005-06/21 dated 21-06-2005).
IMPORTANT:

Keep on record a photograph and route map of every immovable property mortgaged to Bank for easy identification subsequently.

7.11.  Documentation and other Legal Aspects:

· Identification of correct document formats that are suitable for the credit facilities proposed to be sanctioned.

· Ascertaining the correct stamp duty payable in respect of such documents and making payment thereof before the documents are executed by the parties concerned.

· While executing the documents, formalities like affixing common seal, obtention of resolution copies, registration of charges with the authorities concerned, etc., should be complied with.

· To keep the documents in force, revival letters, confirmation letters and acknowledgements should be obtained periodically.

· Duplicate copy of sanction letter with all terms and conditions to be obtained duly acknowledged by borrowers and guarantors.

· Certified copies of byelaws/memorandum and articles of association and necessary board resolutions mentioning the executants to be obtained.

· For C & I loans C1, C2, C3, C4, C5 have to be got executed when limits are extended for the first time. 

· C1A, C2A, C3A, C4A – Supplementary agreements to be obtained wherever enhancements are given and extension of mortgage for enhanced limits also to be created. 

· Whenever consortium limits are enhanced, supplementary documents to be obtained using necessary formats from lead bank or got drafted by panel advocate/Law Department by suitable modification to C1A to C4A linking the original documents. 

· For consortium advances where we are leaders documents CF1 to CF2 as applicable to be obtained on first disbursement.

· In a consortium advance where there is delay in execution of consortium documents, individual documents may be obtained for the limited purpose along with pari passu letter from other member banks, pending execution of consortium documents. 

· In case any limits are extended outside the consortium C1 to C4 documents may be obtained. 

· Copies of consortium documents to be obtained from lead bank and kept on record.

· An official other than the one primarily responsible for preparation of documents should verify the documents on execution.  In the case of loans of Rs.100 lakhs & above, The Dy. Manager (Law)/Law Officer should vet the documents executed.

· First compliance certificate/advice of disbursement to be sent to controller/Credit Department on the day of execution/disbursement. Subsequent compliance certificate confirming creation/modification of charge to be submitted within 4 months from date of execution. 

· In all the above cases as well as in creation of second charge, charges to be registered/modified by filing form 8 and 13 supported by relevant documents extending charge for hypothecated assets as well as properties mortgaged by equitable mortgage in time (within 30 days from the date of creation of charge (1st and 2nd charges).  Acknowledgement of filing of form 8 and 13 should be kept on record.  Search to be conducted after charges are registered to ensure our charge and to verify details of any other charge. 

· Charge registration should not be left to the company officials.  Our official to accompany the company official and ensure it is done within 30 days of document date.

· Revival letter from borrowers and guarantors to be obtained immediately on original documents completing two years and once in every two years thereafter unless supplementary documents have been taken subsequently, in which case revival letter may be taken on completion of 2 years from the date of supplementary deeds and covering principal as well as supplementary documents. 

· Balance confirmation may be obtained as on 31st March every year, which will help us in tackling any disputes latter.

· Common seal to be got affixed in hypothecation and other agreements on the last page whenever stipulated in the Memorandum/Articles of Association or as per resolution.

· Witnessing of common seal in the personal capacity of the persons authorized to do so as mentioned in the board resolution should be ensured. 

· The required recital to be added to the document, wherever common seal is affixed, citing reference to the Board Resolutions.

· Subsequent encumbrance certificates to be taken once in two years or whenever there is any enhancement/additional limit.

· Periodical search to be conducted at ROC annually in January/February and search reports obtained to be kept with documents and copies forwarded to the controller/Credit or IR Departments.

· In cases of Take over of borrowal accounts from other banks, branches have to obtain documents as per the H.O.Cir. No.ADV/2005-06/11 dated            09-05-2005 to cover the loans / advances for the interim period i.e. from the date of loan sanction/release till the date of receipt of title deeds/documents by our bank (Transferee Bank)

7.12  Creation of Second Charge:


Formalities to be strictly complied with:

· Consent letter from first charge holder(s) for creating second charge.

· Recital from the first charge holder(s) who holds the original title deed and has created second charge in our favour. 

· Registration of charge with ROC.

IMPORTANT: Second charge favouring the Bank should be mentioned in the balance sheet of the company. This must be insisted upon. 

7.13   Compliance with other Terms and Conditions:

Branches should ensure that all terms, conditions and covenants (general or specific to the account/unit) are complied with.  In case of any deviation, concurrence from controller/Credit or IR Department as the case may be, to be obtained. 

7.14  Post Sanction/Disbursement Formalities:

7.15. Stock Statement & Receivables:

· Stock statements to be obtained in the prescribed format as also statement of receivables certified by the chartered accountant.

· Ensure that adequate drawing power is available excluding stocks received under outstanding usance LCs, non-moving stocks as well as receivables beyond the stipulated period.

· Ensure that the stipulated margin is maintained before drawings are permitted.

· Where we are only a member of the consortium, periodical DP to be obtained from the lead bank.

· In allocated limits no excess drawings to be permitted without proper authority. 

7.16. Insurance:

· Unless insurance is specially waived, all the collateral securities charged to the bank and moveable and immovable assets created out of bank finance such as buildings, machinery, fitting, fixtures, equipment, furniture etc., are required to be kept fully covered by insurance. (H.O. Cir. No.ADV/2005-06/05 dated              19-04-2005) 

· Stocks/assets (including collaterals wherever stipulated) to be adequately insured up to 110% of the value and policies kept current by renewing them and  avoiding under insurance.  Copies of policies to be kept on record.  Policy should contain the Bank’s interest. 

· In respect of consortium advance, copy of insurance policy and our Bank’s interest duly noted must be obtained and kept along with other documents.  A certificate to be obtained from the Lead Bank that all policies are current and stocks are adequately insured. 

7.17. Inspection:

· Inspections at stipulated intervals as per sanction or as per stipulated schedule by consortium to be carried out and reports compiled and copies sent to ZO/HO.  In consortium when other banks are conducting inspections, copies of their inspection reports to be obtained and kept on record and also forwarded to ZO/HO.

· Even where inspections are waived such as in diamond units etc., periodical visit to the unit/corporate office is necessary for an over all view and proper liaison. 

7.18. MSODs/FFRs: MSOD’s and FFR’s 

To be obtained at stipulated periodical intervals in the prescribed format.  They should be analyzed and copies forwarded to ZO/HO.

7.19   Interest:

1)  Interest application should be at monthly intervals with monthly compounding effect in C&I and SIB Loan products and branches need not apply any discounting factor to the interest rates (H.O.Cir.No.ADV/2004-05/63 dated 17-11-2004)

2)  Unless specifically waived by the sanctioning authority, branches have to recover a pre-payment charge at the rate of 2% of the pre-paid amount for both floating/fixed interest rate term loans.  (H.O.Cir. No.ADV/2004-05/32 dated           03-08-2004)

3)  In order to safeguard against loss of income due to any fall in PLR, branches are advised to stipulate a minimum interest rate clause on all Sub-PLR loans. (HO.Cir.No.ADV/2005-06/24 dated 04-07-2005)

Penal Interest: 

Penal Interest to be charged wherever warranted at stipulated rates.  Any non-charging to be only with the concurrence of the ZO/HO.

7.20  Consortium Meetings/Exchange Information:

In consortium advances, consortium meetings at quarterly intervals have to be held.  Where we are only a member, matter to be vigorously pursued with the lead bank in case of any delay/non-holding.  In multiple banking also structured meetings to be arranged for proper exchange of information periodically.

7.21 Balance confirmation: 

This is to be obtained annually duly signed by the specified authorized signatory of the borrower i.e., the executants of the original documents, to serve as acknowledgement of debts.

7.22 Audited Balance Sheet: 

Audited Balance sheets to be obtained within 6 months of the close of the year.  Penal interest to be charged as a deterrent wherever warranted. 

In order to improve the response time in credit delivery and quality of our appraisal system, new formats for credit proposals are introduced (HO.Cir.No.ADV/2004-05/53 dated 06-10-2004)

7.23 CRA Rating: 

Immediately on obtention of audited balance sheet, CRA rating to be done without waiting for renewal, so that appropriate interest can be charged to the account at least from 1st October to avoid any loss of interest in case of downgrading of CRA rating. 

7.24. Review and Renewal:

All accounts of SBH 5 and to be renewed/reviewed at half yearly intervals as per the extant loan policy.  For other accounts renewal proposal to be submitted in time so that working capital credit facilities can be renewed on expiry of twelve months. In case of any delay, proposal for continuance to be put and approval obtained for continuance well before expiry of sanction.

Annually, along with the W/C renewal, term loans also have to be reviewed invariably.

7.25. Control Returns:

The control system is based on the principle that the official exercising powers carries responsibility for the relative decision.  The system differentiates among:

· Decisions which may be reported only by way of information and 

· Decisions that need elaborate reporting.  

Advances sanctioned up to 25% of maximum powers delegated, need only to be LISTED, as per the format given by Head Office.

In case of advances sanctioned above 25% of maximum powers delegated, detailed reporting is required. 

Control Returns should be sent by branches fortnightly to controller.  Controller will return the same after reviewing within 30 days from the date of receipt.

Fortnightly statement should be submitted to the controlling authority on the second and last Friday of a month, enclosing third copies of the guarantees/extension guarantees issued during the period.  In case of guarantees issued at a branch by authorized officials, other than the Branch Manager, control return should be submitted to the Branch Manager.  These need not be entered in the fortnightly statement to the controlling authority. 

7.26.  Issue of acknowledgement of loan applications:

An acknowledgement with date of receipt for all loan applications received from applicants should be issued.  After receipt of the application, a definite date may be indicated to the applicant for discussion, clarification, etc., if considered necessary.

7.27. Disposal of applications:
All loan applications up to a credit limit of Rs.25,000/- should be disposed of within a fortnight and those for over Rs.25000/- within 8 to 9 weeks. 

7.28. Communication of decision:

The Bank’s decision regarding credit assistance should be communicated promptly to the applicant within the prescribed period from the date of receipt of the application.  

7.29. Rejection of proposals:

a) Rejection of applications for fresh limits/enhancement of existing limits should not be done without the approval of the next higher authority.

b) Sanction of reduced limits should be reported to the next higher authority immediately with full details for review and confirmation. 

IMPORTANT:

The norms for security, margin, rate of interest, etc., should be followed as applicable for different segments/schemes which are advised from time to time through Head Office Circulars.

BANK GUARANTEES

1. Types of Guarantees

Section 126 of Indian contract Act 1872 defines a contract of guarantee as “a contract to perform the promise or discharge the liability of a third person in case of his default”.   There are generally two types of Bank guarantees:

1.1   Financial Guarantee: 

Financial guarantee is issued in lieu of monetary obligations.   These guarantees constitute the bank’s certification of the credit worthiness of its customer (applicant).

1.2   Performance Guarantee: 

Performance guarantee is issued in respect of performance of contract or obligation by the constituent. In the event of his non-performance of the contract, the bank has to make good the loss suffered by the beneficiary.

1.3  Deferred Guarantees
(i) Banks, which intend issuing deferred payment guarantees in respect of their borrowers for acquisition of capital assets should ensure that the total credit facilities including the proposed deferred payment guarantees do not exceed the prescribed exposure ceilings

(ii) The proposals for deferred payment guarantees should be examined having regard to the profitability/cash flows of the project to ensure that sufficient surpluses are generated by the borrowing unit to meet the commitments as a bank has to meet the liability at regular intervals in respect of the instalments due.  the criteria generally followed for appraising a term loan proposal for acquisition of capital assets should also be applied while issuing deferred payment guarantees.

The liabilities under both these types of guarantees are reduced to monetary terms. Bank is not expected to perform the contract in case of default by the applicant of a performance guarantee because what is guaranteed is not the performance but only the financial loss arising out of the non-performance of the commitment made by the applicant.

2. Issue of Guarantee

2.1.1 Guarantee should be issued for a bonafide trade transaction, for a definite  period and definite amount and should be enforceable on the happening of a definite event and should not contain any clauses, which, prima facie, cannot be complied with.

2.2      Guarantees should normally be given on prescribed formats. Where a  

           beneficiary of a guarantee requires it to be issued on a format different from   

           that prescribed, reference should be made to the controlling authority.

2.3       A suitable counter guarantee indemnifying the bank against losses, 

           damages and consequences arising out of issuance of the guarantee should  

           be obtained from the borrower and guarantor.

2.4      All guarantees should have a limitation clause.

2.5      Issuance of guarantees on behalf of constituents, favouring Development    

           Agencies/ Boards is subject to the following conditions:

2.5.1 Bank should satisfy itself, on the basis of credit appraisal, about the technical feasibility, financial viability and bankability of individual projects and/or loan proposals. The standard of appraisal should be the same as is done in the case of term finance/loan.

2.5.2 Bank should confirm to the prudential exposure norms prescribed from time to time for an individual borrower/group of borrowers.

2.5.3 Bank should confirm to the ceilings prescribed from time to time for sanction of term finance/loans from the banking system.

2.5.4 Bank should suitably secure themselves before extending such guarantees.

There is no change in the existing guidelines/instructions of RBI in respect of sanction of Bank Guarantees favouring financial institutions, other banks and/or other lending agencies, for the loans extended by the latter, except to the extent mentioned above.

1.  Administrative clearance as indicated below to be obtained for issue of Bank guarantees exceeding a period of 18 months (excepting with 100% cash margin) HO.Cir.No.ADV/2003-04/96 dated 07-02-2004)

	SANCTIONING AUTHORITY FOR ISSUE OF BANK GUARANTEES
	AUTHORITY TO ACCORD ADMINISTRATIVE CLEARANCE

	1.    Upto the level of AGMs
	1.      Respective DGMs

	2.    For all sanctions by DGM upto the

       level of E.C
	2. G.M(ops)/GM(C&IB) as the case 

    may be.


2.  Branches have to furnish full particulars of relevant Contract, Supply Order, Tender Reference Number, full address of the Bank branch etc., while making correspondence with Government Departments with regard to the Bank Guarantees to avoid difficulties faced by them in locating the Bank Guarantee documents / correspondence while responding to the Banks. (H.O.Cir.No.ADV/2004-05/11 dated 17-05-2004)

3.  Security

As the Bank is liable to make good the loss in the event of default on the part of the applicant, Guarantees should be issued only against adequate cash margin or collateral security.  In the case of non-borrowers, 100% cash margin should be retained.

4.  Guarantee Commission

Guarantee commission varies according to the nature and period of guarantee.

The Details regarding commission to be charged on Bank Guarantees are given in  the booklet on issued by our Planning Dept., Head Office &  Circular instructions given from time to time.

5.  Honouring A Guarantee

Bank Guarantee should be honoured promptly on its invocation, in accordance with the terms and conditions of the Guarantee.

6.  Cancellation Or Extension Of Guarantee

Wherever, possible, Guarantee bond should be recalled before cancellation.   Extension of the period of validity of the Guarantee may be made at the request of the applicant only.

7.     Accounting Procedure

7.1 Only pre-printed serially numbered guarantee forms/extension guarantee forms should be used. Guarantee and Extension guarantee forms should be stamped as agreements.

7.2 Bank Guarantee Issued Register and Bank Guarantees Liability Register are to be maintained.

7.3 Bank Guarantees for an amount of Rs.50,000/- and above should be signed by two officials.

7.4 The following are the General Ledger accounts to be operated for the purpose:

7.4.1 Bank Guarantees Issued Account.

7.4.2 Constituents’ Liabilities on Bank Guarantees Issued Account.

7.4.3 At the time of issuing a guarantee, amount of guarantee should be debited to “Constituents” Liabilities on Bank Guarantees Issued Account” and credited to “Bank Guarantees Issued Account”. 

7.4.4 These entries should be reversed on the last day for lodgement of a claim or on reversed on the last day for lodgement of a claim or on cancellation of guarantee.  These entries are to be posted manually.

7.4.5 Entries in the Guarantees Liability register should be reversed on expiry/cancellation/invocation of guarantee.  Guarantee Liability register should be maintained manually.

1. Daily list should be maintained for noting the date of expiry of guarantee and last date of expiry of claim.

Periodical Returns:
Branches have to submit the following returns to the controlling authority:

A quarterly return of outstanding guarantees should be submitted to the controlling authority on the last day of June/September/December every year.

On 31st of March yearly return of outstanding bank guarantees issued should be submitted to the controlling authority.  

For reporting contingent liability in respect of guarantees issued by the branch in the yearly return, margin amount held with the branch should be reduced from the balance outstanding in the Constituents’ Liability on Bank Guarantees Issued Account.

Bid Bonds or Guarantee for Exports:

1. The applicant should not be in the caution list of exporters;

2. The guarantee should be on account of bonafide exports from India;

3. The standing of the applicant and capacity to perform the contract is found to be satisfactory;

4. The terms of the contract are in accordance with the Exchange Control Regulations;

Restrictions on Issue of Guarantees:

1. Branches should not issue Bank Guarantee in foreign currency without specific approval from Head Office/Controlling Authority;

2. Bank Guarantee should not be issued with a clause which provides for payment of interest;

3. Bank Guarantees should not be issued with a clause which allows automatic renewal of the Guarantee; (continuity clause)

4. Branches should refrain from issuing guarantees containing onerous clauses which are not in the interest of the Bank.

5. Bank Guarantees should not be issued guaranteeing refund of deposits/loans accepted by NBFC/firms from other NBFC/firms/Trusts/other institutions.

6. Branches are prohibited from issuing guarantees favouring HUDCO in respect of loans given by them to the State sponsored bodies.

LETTER OF CREDIT

1. Opening of Letter of Credit:

1.1 Ascertain the means, creditworthiness and standing of the applicant for LC.  The applicant should normally be a constituent and has a satisfactorily operated account.  Normally, the applicant is expected to confine his dealings with his bank only.  Ref. H.O. Circular No.ADV/2005-06/55 dated 24-10-2005.

1.2 Prepare an appraisal memorandum covering the liabilities of the applicant to the Bank as also to third parties, means by which the applicant is expected to meet his commitment(cash flow) after the bills under the LC are received, margin to be deposited and details of other securities offered.

1.3 The LC limits sanctioned/LCs issued should be commensurate with the borrower’s turnover and cash credit limits.

1.4 The LC should be for genuine trade/manufacturing activity.

1.5 The usance period of the LC should ordinarily have relation to the working capital cycle.

1.6 Level of inventory should be comparable with industry norms / past trends.

1.7 LCs for purchase of machinery / capital goods should be backed by borrower’s own funds or firm sanction of term loan.

1.8 Delivery against acceptance (D/A) facilities should be granted only to applicants of undoubted standing and where the security available is much more than the value of the LC

· CAUTION: Ensure that LCs do not serve as a means of ‘kite flying’ between the applicant and the beneficiary.  If the borrower and beneficiary are sister concerns or otherwise linked, there should not be any need for LCs.

2 LCs permitting payment against documents which do not confer on the Bank a full and undisputed title to the relative goods should be treated as clean credits and should not ordinarily be issued.

3 While insuring the goods, suitable clauses should be incorporated indicating the interest of the Bank in the goods.

Revolving Letter of Credit:

3.1 Validity of LC should not be for more than one year;

3.2 Value of each LC should be based on the manufacturing / trading needs during the period;

3.3 A special limit for the “revolving” amount should be stipulated;

3.4 Due to inherent drawbacks/risks, such LCs are to be issued only with explicit stipulations on the ceiling for aggregate drawings and total period for which the LC would be available.

· Caution: LC should not contain any contradictory clause or any condition/clause impossible to fulfil or one which violates the laws of the country.

5. The application-cum-guarantee form should be adequately stamped as an agreement.

6. LC should contain the following particulars:

6.1.  Particulars of Import License, if any;

6.2.  Full and correct address of the beneficiary;

6.3.  Precise/brief description of goods;

6.4.  Price of goods in words and figures;

6.5.  Origin of goods;

6.6.  Mode of transport;

6.7.  Last date of shipment of goods/negotiation of documents;

6.8.  Port of shipment/destination.

6.9.  Whether part-shipment/trans-shipment permitted;

6.10. Value of goods and its currency;

6.11. Payment terms, tenor of the bill;

6.12. Expiry date of LC

6.13. Instructions regarding negotiation of documents and reimbursement;

6.14. Documents to accompany and number of copies required;

· Usance or capital goods: LCs should be opened only if provided for in the sanction.

7.  LCs on behalf of non-customers:

7.1 Ascertain the reasons for approaching us;

7.2 Make a reference to his existing bankers;

7.3 Satisfy yourself about the genuine need of the customer;

7.4 Call for financial statements/wealth tax/Income Tax returns.

7.5 Enquire into the financial position/cash flow/source of funds.

7.6  Satisfy that the customer will be in a position to retire the bills.

8.  Import LCs – Additional precautions:
8.1 The transactions relating to foreign import LCs require compliance of the following in addition to Bank’s norms:

8.1.1 Exchange control regulations framed by RBI;

8.1.2 Rules framed by FEDAI;

8.1.3 Uniform Customs and Practices for Documentary Credits (UCPDC) framed by International Chamber of Commerce (ICC).

8.1.4 Trade control requirements under Foreign Trade Policy of GOI.

9    Where LCs are to be opened for the import of machinery for the project, the   

         LC opening branch should ensure that –

9.1 The beneficiaries of LCs are well reputed as revealed by the opinion reports on the beneficiaries;

9.2 The LCs are established in favour of only those beneficiaries who were indicated in the project report and/or by the financial institution;

9.3 The financial institution has authorised the opening of the LC and undertaken to pay without any conditions;

9.4 Obtain funds flow statement;

9.  Onerous clauses in the Letter of Credit:

At the time of opening LCs, branches should incorporate the Bank’s standard clauses and avoid accepting onerous responsibility detrimental to the Bank’s interest.

IMPORTANT:

· Single officer branches should not issue any Letter of Credit for Rs.10,000/- and above without specific approval of the controlling authority.

· Letters of Credit for Rs.10,000/- and above should be signed by two officials, one of whom should invariably be the Branch Manager/Divisional Manager.

BEST PRACTICE CODE - CHAPTER - 8

OFFICE ACCOUNTS

8.1. SUNDRY DEPOSIT ACCOUNT

· Entries on Sundry Deposit Account are made on account of Credit, which cannot be credited to appropriate heads for want of full particulars etc.

· All credits to sundry deposit account may be permitted by Branch Manager or any authorized official. 

· Full particulars of the credit to sundry deposit account should be noted on the credit voucher and entered in the computer system 

· Efforts should be made to eliminate the entries at the earliest date and no entry should be allowed to remain outstanding for unduly long period.

· The reversing debit to Sundry Deposit Account should also be authorised by the Branch Manager or any authorized official.

· Statement of sundry deposit account with full particulars should be sent to controller every month.

8.2. SUSPENSE ACCOUNT

· Entries in “suspense” accounts are made to items, which are in the nature of temporary advances or in respect of which debit to appropriate head can be made only after some time.

· All debits to suspense account should be authorized for payment by the Branch Manager or any authorized official.

· Full particulars of debit to suspense account should be noted on the debit voucher and entered in the computer system.

· When entries in the suspense account are reversed Branch Manager or the authorized official should authorize the entry.

· Statement of suspense A/c with full particulars should be sent to the controller every month.

· Efforts should be made by the Branch Manager to eliminate the entries in suspense account at the earliest.

8.3  IBIT ACCOUNT.

· Transactions pertaining to funds to be received from other branches are debited to IBIT Account.

· Branch Manager or the authorized officials are permitted to authorize debit to the IBIT account.

· Each debit made to IBIT account must be entered in the system with full particulars.

· Entries in IBIT account should not be allowed to remain outstanding for more than seven days, and must be eliminated by debiting to appropriate account on the basis of TRA (Transfer Responding Advice) received from the branch to which the IBIT advice was earlier sent.

· Branch Manager should closely follow up for each outstanding entry. There shall be no originating credit to IBIT account. All credits to IBIT account shall be through a Dr. TRA

· Monthly statement of outstandings in IBIT account with full particulars should be sent to the Controlling Authority.

· Reconciliation of the above accounts should be taken on priority basis and report to controllers.

BEST PRACTICE CODE -  CHAPTER - 9

DEMAND PURCHASES ACCOUNT - BILLS & CHEQUES

Note: Gift cheques of all Banks shall be made payable at par at all 
the branches of the issuing bank. Where a branch of issuing bank is not there, the collecting bank shall collect at par, all the gift cheques up to the value of Rs.101/-


· Ensure that the Bill of Exchange is drawn in favour of the Bank or endorsed to it.

· RR/LR is issued as "Self", in favour of the party, and the party endorsed it in favour of the bank.

· The tenor of the cheque/instruments is in order and complete in all respects. i.e. Date: Drawer's Name: Amount in words figures: Period: 

· Brand Bank's crossing stamps on the face of the Hundi, LR/RR, or the cheques purchased.

· Enter in the Demand Purchases Liability Register, party wise where regular limits are established.

· Stray purchases/casual purchases should be entered under "Sundry Purchases".  A separate section should be maintained for this in D.P. Liability Register. 

· Cheques payable locally should not be purchased. Such cheques to be collected through clearing only.  However, in case of urgent / genuine requirements Branch Manager may permit for allowing withdrawal under 'Withdrawal against effects in clearing' as per laid down procedure.

9.1. For Cash payment cheques/instruments

9.1.1 Get the D.P. debit slip filled by the party with the full particulars as under:

9.1.2. Drawee branch name

9.1.3 Cheque number with date

9.1.4 Amount of cheque in figures and words

9.2 Obtain purchaser's signature on cheque and on the face and reverse of the D.P. debit slip.

9.3 Brand: D.P Stamp, on the face of instrument and the D.P. debit slip; "Received payment or endorsement confirmed' stamp on the reverse of the instrument, as the case may be. Then enter in the D.P. Register as under:

9.3.1  Date of purchase

9.3.2  Name of Drawer

9.3.3  Name of endorser if any

9.3.4  Name of drawee branch/place

9.3.5  Full particulars of cheque /instrument

9.3.6  Amount

9.3.7  Exchange/P&T charges, if any.

9.4  Prepare the covering schedule. 

9.5 The instructions of drawer of the bills should be followed scrupulously.

9.6 On realisation of purchase instruments Bills/cheques sent to our own branches.

9.6.1 Realising branch will remit the proceeds through debit TRA. (ensure the TRA  is on numbered security form and bear check signal for instruments of Rs.1.00  lac and above).

9.7   Associate Bank Branches

When DD/Payment advice/T.T. advice received from realising branches of Associate Banks,  verify for their genuineness.

9.7 When payment is received, mark off the relative entries in Demand purchase Register and Demand Purchase Liability Register.

9.8   As on the last day of each month, the total outstandings in D.P. Register should   be taken down and agreed with the MCB. A statement of outstanding bills DPs should be sent to the controlling authority.

9.9
If payment or nonpayment advice is not received, in reasonable time say 10 days, send fate calls/telegrams and contact over phone / Fax the realising branch.

9.10  In receipt of telegram advice indicating return of the original bills/instruments, recover the amount, along with overdue interest, from the purchaser; and credit to sundry deposit account. When actual bill / cheque is received back, debit Sundry Deposit Account and credit the proceeds to D.P. Account and interest Account. Return the instrument/bill to the party against acknowledgement after putting stamp reading "All our stamps cancelled". The details of all the cheques returned unpaid should be entered in "Bill/Cheques Returned unpaid Register". Report the details of such bill/cheques returned to the controlling authority, once in fortnight, on form No.H.O.589.
At the realising Branch 

9.11.1 The demand purchase (bills/cheques) received for realisation should be entered in a separate register to be maintained for this purpose. 

9.11.2 Contra General Ledger accounts should be maintained for this purpose.  The entries should be passed for the total of the bills and cheques purchased by our branches.

9.11.3 On payment / return of bill/cheque the entry should be reversed.

9.11.4 Proceeds of bills/cheques realised, with over due interest should be credited to the purchasing branch adopting the following procedure:-

9.11.5 Debit drawer's A/c ( in case of cheques on branches), Drafts A/c ( in case of drafts on our branch) - In case of cheques/drafts drawn on other Banks, present them for payment to the drawee Bank, through clearing or over the counter.

9.11.6 On receiving advice of payment/cheque debit the C/A of the concerned Bank/Clearing A/c.

Caution:   In no case, the cheques received for realisation should be left unprocessed before the forenoon of the working day following the day of receipt.

9.12 D.P. Received from SBH branches:

Proceeds of bills/cheque  realised with over due interest, if any, should be credited to purchasing branch through branch General A/c.  Send relative Debit TRA to the Branch (The TRA should be serially numbered security form and affix check signal for amount of Rs.1.00 lac & above).

9.13
D.P. Received from SBI Branches: 

Proceeds of bills/cheques realised, with overdue interest, if any should be credited to the purchasing branch of the SBI through Agency Clearing General A/c (by issuing DD on SBI).  The bill realisation advices should be despatched to the concerned branches of the SBI latest by the third day from the date of receipt.

9.14
D.P. Received from Associate Branches:

9.14.1 Dr. Drawer's Account

9.14.2
Cr. By issuing DD on Branch of Associate Bank through ABSOT A/c.

9.15
Cheques/Bills returned unpaid. 

9.15.1 If a cheque/bill is unpaid, it should be returned to the purchasing branch,   

under cover of our letter No.  Ho.81 A. 

9.15.2   A noting should be made in the relative register also indicating that the   

  cheque/bill was returned unpaid.  

9.15.2 The branch should send nonpayment advice, by telegram, to the  

              purchasing branch, on the day the bill/cheque is returned.  

9.15.3  The demand purchases of other branches returned unpaid should be  

              recorded in bills/cheques dishonoured Register.  

9.15.4  The branch should arrange to submit a fortnightly statement of demand  purchases of other branches returned unpaid as per proforma given in Annexure-II enclosure to Cir.No.ADV/52 of 85, to their controlling office. (Note - Contra/Controlling entries should be reversed on payment / return.)

BEST PRACTICE CODE - CHAPTER - 10

SAFE CUSTODY OF SECURITY FORMS & OTHER VALUABLES
Security Forms

Acknowledgement
10.1 .1  Verify the Security Forms supplied by the Stationery Department/ Security 

            Printer immediately.

10.1.2  Inform the discrepancies, if any, to the Stationery Department, Head Office   

            within 48 hours, failing which, branch officials will be held  

            responsible/accountable in the matter.

10.1.3  Acknowledgement of Security Forms should be sent within 2 days from the 

            date of receipt.

10.1.4  All security forms (including continuous computer stationery) should be 

            branded with branch Rubber Stamp bearing name, code number and     

            telephone number of the branch.

10.1.5  Books should be sealed with petro chemical seals immediately on  
            completion of verification.
Custody

10.2 .All the security forms should be held under the joint custody of the officer   

           having joint custody of cash and any one amongst the other permanent    

           officers on the rolls of the branch.

10.3 In large branches having high volume of sale of drafts, the concerned desk officer can hold custody of relative security forms together with any other officer(s), if an FBR safe is provided for exclusive storage of such stationery.

10.4 At branches where the Branch Manager is the only supervising official or whenever the effective strength of supervising staff is reduced to one, the forms will be held in the single custody of the only officer.

Delivery

10.5 Only Draft books of below OL series and continuous stationery of Drafts and Banker’s Cheques and TDR should be handed over to the DECOs for daily use after obtaining acknowledgement in the Register.

10.6 At the end of the day the unused stock will be handed over against proper acknowledgement to the concerned officer for keeping under safe custody.

10.7 While in use, the continuous stationery should be stored in a suitable secure box.

10.8 The staff in possession of security forms should lock them securely during  their temporary absence from the counter.

Safe Deposit Lockers

10.9 The vault containing safe deposit lockers must be under double lock of the official in charge of safe deposit lockers (who will either be Branch Manager or Accountant) and the Head Cashier.  Where the vault is entirely separate from strong room, another supervising official can be appointed in place of Head Cashier.

10.10 Where the safe deposit vault is entirely separate from strong room for currency chest, and the protective arrangements permit only the grill door be to kept locked during the day, the custodian may keep the locker room under his single custody during the working hours to obviate the necessity for two officials being disturbed each time (BBI chapter IX page 417–Para 23)

10.11 The vacant safe deposit lockers (either un-rented or surrendered) should be kept locked and the keys of empty safe deposit lockers should be retained by an official, other than the custodian of lockers, in a locked receptacle installed/placed inside the strong room.

10.12 In small branches where the Branch Manager is the only supervising official, the customer keys of vacant lockers should be held in the joint custody of Branch Manager and Head Cashier. (BBI Chapter IX page 419 Para 27).

Safe Deposit Articles

10.13 The articles in Safe Deposit must be under the charge of the Branch Manager and the Head Cashier.  At large branches, the articles held in Safe Deposit can remain in the charge of the officer holding joint charge of the strong room (Accountant) and the Head Cashier.

10.14 The manner in which articles in safe deposit are stored in the strong room will depend upon the space available.  Articles of small size must be kept locked in a safe or other receptacle, the key of which should remain in the personal custody of the supervising official in charge.

10.15 The supervising official in charge should verify the articles with the safe deposit register at least once in each half-year.  Whenever there is change of custody official or there is a verification of branch cash, the taking over official or cash verifying officer should also verify the articles in safe deposit.

10.16 Articles received for safe custody should be locked/enclosed in cloth and sewn up and securely sealed with depositor’s seal in such a way that the impressions are clear and will not easily be defaced or broken.

 Joint Custody Keys

10.17 The Joint Custody Officers of the cash and other valuables are required to keep the strong room keys in the safe provided to them and carry the safe keys with them.

10.18 Never keep the keys of both the joint custodians in one safe.  

 Custody of keys

10.19 Particulars of all important keys, including those of the Head Cashier, must be entered in the Key Register.

10.20 The Register should show what originals and duplicates exist and where they are to be found. 

10.21 Every incoming Branch Manager must initial all the entries in the Register.

10.22 When the keys of the strong room and other keys are kept in the personal safe of the Branch Manager or of the joint custody officer, the key of the safe in which they are lodged must not leave his custody.

 Duplicate Keys

10.23 The duplicate keys of the strong room and the duplicates of all other important keys must be greased and labelled and placed in a strong wooden or tin box.

10.24 The Head Cashier’s duplicate keys should be packed in a parcel and sealed by him with his own seal, before being placed with the other duplicates in the box.

10.25 Other supervising officials (not being Branch Manager) jointly in charge of cash and holding important keys should follow a similar procedure with the duplicate of the keys in their possession.

10.26 The Box containing the keys should be lodged in Safe Custody at a nearby branch/bank;

10.27 When the box contains the keys of the joint custodian of currency chest (if he is not the Branch Manager) and the Head Cashier, and the key of the Branch Manager’s personal safe, the box is withdrawable against the signatures of all the three officials.

10.28 In all cases, the relative safe deposit receipt should be entered in the Branch document register and kept in the Branch Manager’s safe.

10.29 The duplicate keys of the godown padlocks should be retained in a locked receptacle inside the strong room, the key of which will be held in the joint custody of the Branch Manager and the Head Cashier.

Gold Ornaments

10.30 The gold ornaments pledged, in separate packets containing the A/c No. and Account number on the cover, should be held under joint custody of Head Cashier and Joint custody officer.

10.31 Vulnerable branches should deposit gold ornaments at the nearest currency chest branch.

10.32 Physical verification of gold ornaments with loans outstandings should be done whenever there is change in incumbency or during audit.

10.33 In the case of undelivered ornaments of closed Jewellery Loan accounts, the ornaments should be held in safe custody.

Loan Documents/Security Documents

10.34 .1  The following functionaries can hold the custody of the security documents 

               relating  to borrowal accounts in the respective segments.

· Field Officers



AGR/SSI

· Managers of Divisions

           All Divisions

10.35

Where divisions are not created, the Accountants can have custody of documents relating to P&SB Division and Demand Loan against Term Deposits of all segments, while the documents of other borrowal accounts in other segments are to be held in the custody of Branch Manager or Field Officer.

10.36 The main keys of almirahs/safes containing the above documents shall not  leave the custody of the concerned functionary while he is not on leave/absent.

10.37 The duplicate keys of the above shall be lodged in safe custody after observing all the formalities;

10.38 The relative safe custody receipt shall be held with the Branch Manager and made deliverable against the joint discharge of the Branch Manager and related functionary;

Specimen signatures of RBI Officials

10.39 Branches should, as on 31st December of every year, submit a certificate of safe custody of the sets of specimen signatures of RBI Regional Office officers to their controlling authority.

10.40 The controlling authority in turn should submit confirmation thereof to the concerned Regional Office of DOS by 31st January every year.

10.41 The Head Office of the Bank should send similar confirmation about the custody of specimen signatures of Officers of the Central Office of DOS to it.
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BEST PRACTICES CODE – COMPUTERISED ENVIRONMENT

Electrical Works:

11.1 Power Supply.

· Necessary requirements of capacity and distribution of load to be assessed and Power supply has to be obtained, in quantity and quality, as required from the power company.

· Payment of relevant power consumption bills to the company must be made promptly to avoid any problems later on a well-documented circuit diagram and plan should be kept available at site for inspection and trouble shooting.

· The load has to be computed and should be distributed evenly to avoid lop-sided loading on the wiring system causing wear & tear and failures.

11.2 Stabiliser.

· It must be procured based on the load being placed on it. Never overload the stabiliser.

· It must be kept well serviced as our equipments' health depends heavily on it. The servicing schedule should be stuck to, as planned

11.3 Un-interruptible Power Supply (UPS).

· The charger and the inverter need servicing at monthly intervals to rule out any avoidable failures.

· The batteries need inspection and topping at fortnightly intervals.

· The servicing schedule must be followed meticulously for smooth conducting of our business.

11.4 Generator set.

· It is a mechanical equipment and hence it is prone to very high wear & tear, thus it requires a very strict servicing schedule.

· The minimum stock of fuel for running of generator must be maintained to enable handling of emergencies when the fuel is not available in the market for any reasons.

· All the electrical equipments must be tested out for their fitness periodically by undertaking a mock power failure drill.

· Each equipment must be inspected by the authorised technician at prescribed periodicity.

· All precautions to save life and property due to accidents must be observed meticulously.

A. Infrastructure Works.

1. Network cabling.

· While planning the layout of computerised work area, the convenient cabling layout must be planned, designed and documented.

· A complete cabling diagram must be kept at the site.

· Regular maintenance of the network infrastructure must be taken up by a competent engineer.

2. Air Conditioning.

· To make the computer equipments work for about 10 hours continuously, the room temperature must be maintained at about 20 -25 degree Celsius.

· The air-conditioners must be subjected to servicing at regular intervals by a competent technician.

B. Hardware.

1. Server Computers.

· Servers must be kept under strict physical and logical security as they hold critical data of the organisation.

· Servers must be subjected to strict preventive maintenance schedules.

· The back-up server must be tested once every month in mock drill conducted for the purpose.

2. Workstation Computers.
· The workstation computers, also known as nodes, must be accessed only by the authorised users.

· They must be protected by boot passwords and never left unattended, when powered up, without proper logical and physical security.

· A strict maintenance schedule must be adhered to, to avoid any malfunction during the business hours.

3. Printers.

· The regular maintenance of the printer is a prime requirement as a failed printer may obstruct the very business the workforce is conducting.

· Special care must be taken of the hardware as the very computerisation activity depends on its functioning.

· The maintenance schedule must be strictly followed as per the checklist.

· All the hardware failures must be properly logged in a register maintained for this purpose.

· Mock drill of hardware failure must be conducted periodically as prescribed in Disaster Recover and Business Continuity Plan

C. Software.

1. Server :.

· It must be handled only by the individuals who are designated as system administrator.  Access to Admin password of Operating System should be restricted only to System Administrator.

· The anti-virus software, to protect the server against the virus attacks, has to be kept up to date by updating the latest virus definition file on it.

2. Workstations(Nodes)
· The configuration of the workstation operating system must not be tinkered with as it leads to crash of the computer or data-loss.

· The application software that is loaded on the workstation form part of the workstation software. This is also known as client software. This handles our screen based data input or processing our query and printing the reports.

· The anti-virus software, to protect the workstation against the virus attacks, has to be updated with the latest virus definition file.

3. Data.

· The business data that is collected and processed on server is very critical. It must be backed-up meticulously and the backups must be verified for their validity on frequent intervals as suggested in the procedure manuals and disaster recovery plan / business continuity plan. The guidelines in respect of storage of Backup media and its retention period should be meticulously followed.

· The backups must be treated with due importance and must not be dealt with casualness at any point of time.

· The data from our organisation must not be allowed to be taken by any individual without proper authority. 

· Mock drills, as prescribed by the disaster recovery plan, must be conducted and verify the currency of such plan.

4. Viruses.

· Never allow any unauthorised person to have access to the computer.

· Only authorized software should in installed onto servers/Clients.

· Permit only authorized personnels to load the software.

· All users must be granted correct privileges on the computers.

· Check the misuse of computers by unscrupulous users and handle the issue stringently.

· A healthy work environment must be maintained through password secrecy at all possible levels of operation.

· A special care must be taken so that the installation sets of software and backups of data are kept under high security.

· All the software failures must be logged into a register being maintained for the purpose.

· Mock drill of software failure must be conducted regularly to keep the individuals of workforce adept with conducting the business on failure of the equipment.

· The user administration must be handled strictly as per the guidelines circulated from time to time. The user privileges and the system access rights must be maintained in the light of circulars published for the purpose.

· Any instance of mishandling of software or data must be brought to the notice of the competent authority immediately.

D. Manpower.

1. System Administrator.

· As most of the data available on computers are of critical nature to our organisation, the data integrity and consistency has to be maintained by the system administrator.

· System administrator must have a clear understanding of the functioning of the computerised systems to enable quick startup, when disaster strikes, to be back in business.

· System administrator must be a person to be looked at when users have trouble conducting business on the computers.

· System administrator is responsible for any data or software inconsistency and of validity of the data backup.

· System Administrator must keep his/her knowledge of computers upto date and must undergo training to keep him/her abreast of the changes in the systems.

2. Users.
· Users must keep themselves upto date with working knowledge of computers and a clear understanding of the business software they need to work on.

· Users are responsible for the correctness of data that is entered by them. 

· Each individual of the workforce must adhere to the best practices laid down for the purpose.

E. Business Continuity Plan (BCP).

Disaster Recovery Plan (DRP).
· As in vogue, the disaster recovery plan must be understood in entirety and in detail as drawn up.

· Mock drill must be conducted meticulously as prescribed by the DRP document.

· Any situation during the mock drill, which needs urgent attention, must be brought to the notice of competent authority.

· Minimum manpower required to conduct business in the event of disaster must be arrived at.

· During the activation of DRP, changed systems and procedures must be adhered to, this must be brought to the notice of entire workforce.

· During the mock drill of BCP, complete list of events must be documented and must be well understood and in the eventuality of its activation similar events may be predicted.

· The workforce must be motivated to handle the BCP activation and understand the finer detail of the workflow during the active BCP.

F. Review of Best Practices.

1. Practice.

· Make the workforce understand the need for implementing the Best Practices.

· Counsel the individuals of the workforce. 

· Ensure the continued practicing in true spirit.

2. Review.

· Subsequent to the implementation and continued practicing of the Best Practices over a period of time, it may be reviewed periodically by conducting a meeting of the workforce and  fine-tuning the necessary changes.

Best practice code - CHAPTER - 12

AUTOMATED TELLER MACHINE:   BEST PRACTICES GUIDE FOR BRANCHES

12.1    ATM CARD ISSUE:

· Branch to ensure that all the eligible customers have been issued ATM cards. If any of the customer is not willing to take the card, the staff should demonstrate to them the functions/usage of ATM and convince them 

· Branch to ensure that all the ATM cardholders withdraw cash from ATM upto the maximum withdrawal amount permitted on ATM

· The ATM Officer should verify the applications received from the customers for the correctness of the details furnished therein and Branch Manager/Manager (P&SB) should authorize issue of ATM Card to the customer

· Branch should ensure that the details of the customers are entered correctly in the ATM Card Data Entry Software

· The ATM Cards/PINs received from M/s. GE Capital should be kept under the custody of two different officials and are delivered to the customers, in person, against acknowledgement in the ATM Cards Issue Register

· All the complaints with regard to loss of ATM card should be attended to immediately. Hot listing of cards reported lost should be ensured and duplicate cards can be issued to the customers wherever necessary

II. AVAILABILITY OF ATM :
· Branch should ensure that the ATM is maintained properly and all the technical problems are attended to immediately so that the ATM services are available to the customers round the clock

· Branch should verify the cash balance in the ATM every day and replenish cash in the ATM, if required, without fail/delay

· Quality of currency should be ensured for loading in the ATM

· Branch should follow up with the ATM Vendor and Service Personnel for replacement of paper rolls, ribbons in the ATM 

· Branch should initiate immediate action as per the guidance/report given by the ATM Managed Services Centre and ATM Switch Centre for upkeep of the ATM

III.  CONNECTIVITY & POSTING OF TRANSACTIONS :

· Branch should start the ATM PC and Node and establish the connectivity with ATM Switch Centre every day before start of the transactions in the branch.

· Branch should ensure that all the over night transactions are posted/updated in respective accounts of the customers. 

· Branch should transmit the Positive Balance File (PBF) every day before commencement of end of day (EOD) operations.

IV.  RECONCILIATION OF TRANSACTIONS – CASH REPLENISHMENT
· Branch should complete the Admin functions properly whenever cash is replenished in the ATM and forward the relative IBIT advice to Link Office, Mumbai for reimbursement

· The mistakes, if any, made while doing Admin function must be reported to Link Office, Mumbai immediately and a letter should be faxed furnishing the details for early rectification/reconciliation

· Branch should verify the cash balance in the ATM with the Admin balance at Switch Centre and the discrepancy, if any, found to be reconciled within 3 days time

V. RECONCILIATION OF TRANSACTIONS – ATM WITHDRAWALS 

· Branch should respond to the IBIT advices received from Link Office, Mumbai on account of ATM Withdrawals. The entries in the respective ATM Withdrawal Account should be verified with the list attached to the IBIT advice received from Link Office, Mumbai and then the reversal entries should be passed

· The excess/short noticed between the entries in the ATM Withdrawal Account and the list received from Link Office should be temporarily parked in ATM Excess and ATM Short accounts. The entries in these accounts should be verified and reconciled separately by the branch

· Branch should regularly verify the ATM Overdraft Account and initiate steps for recovery of the amounts over drawn by the customers 

VI. COMPLAINTS AND GRIEVANCES OF CUSTOMERS 

· All the complaints received from the customers should be acknowledged by the branch

· Branch should take up the matter with the concerned authority/agency for early solution and ensure that the complaint is attended to 

· Branch should inform the customers about the action taken on  their complaint. 

BEST PRACTICE CODE - 13

13.1 CASH DEPARTMENT PROCEDURE

· All notes are to be kept in receptacles under dual lock arrangements in a strong room and under the dual control of Head Cashier and Supervising Official in charge of cash. The vaults should also be provided‑with a third locking device.

· The issuable notes and soiled notes must be kept separate in the vaults.

· Currency chest branches have to report the daily chest transactions to the RBI/LINK branches by Telegrams /Telephone/ Fax or through NICNET (wherever installed).

13.2
    OPERATIONS OF CURRENCY CHEST

· Any withdrawals from and deposits into the currency chest must. be first recorded in the vault Register.

· At the end of the day the Head Cashier arrives at the amount to be deposited in the currency chest and makes entries in his Jotting Book from which the Currency Transfer can be determined.

· Thereafter entries are made in the Vault Register and money is deposited after it has been checked and verified by the Supervising Official.

· The Vault Register must always remain in the Strong Room (Cir.NO.G/40 of 1969 dated the 16th November, 1969).

· Transactions in the Currency Chest should always be in multiples of Rs. 50000/‑ with a minimum of Rs. 1,00,000/‑.

· Difference between day's withdrawals and deposits in the chest represents the Currency transfer. No limit is prescribed for a currency transfer.

· Branches can deposit into currency chest loose notes of all denominations (expect re. 1/‑ and  Rs. 2/‑ denomination notes) in multiple of Rs. 50000/‑ with a minimum of Rs. 1,00,000/‑.

· In the case Re. 1/‑ and Rs. 2/‑ denomination notes, full packets consisting of 100 pieces are only to be deposited. However, the loose pieces deposited. on any day should be withdrawn from the chest on the succeeding working day. (Bank's book of instructions, Chapter XI page 553).

13.3 CURRENCY CHEST AND SMALL COIN DEPOT TRANSACTIONS  

          ACCOUNTING PROCEDURE:

· Separate entries and vouchers will be passed for Currency Chest and Small Coin Depot transactions.

· A Subsidiary register of Currency Chest and Small Coin Depot Transactions will be maintained showing separately Currency Chest and Small coin Depot Transactions.

· The Currency Chest branches will send the daily coded telegrams to their respective link, offices as per the revised format, strictly following the sequence mentioned. Amounts should be given in figures only.

· Branches should send Currency Chest memo H.O.378 and from TA 51 for Coin Depot, after filling in the data accurately, to their respective link offices on the same day through speed post or courier.

· The day's transactions are entered 'in the Currency Chest Book (T.E.1) which is an analysis of the content of the currency chest denomination ‑wise.

· The book is maintained in duplicate, one of which is always retained in the strong room. From this the Currency chest Slip is prepared. Serially numbering from 1st April to 31st  March.

· The chest slip has to be dispatched on the same day to the Currency Officer, Reserve Bank of India.

· This chest Slip should also indicate the non‑issuable notes held in the chest separately.

· Currency and small Coin remittances from RBI and sent to RBI, diversion of Currency from one chest to another as per RBI's directions should not reflect in "Currency Chest and small Coin depot Transactions Account" i.e., no entry need be passed on account of such transactions.

· Each link office will maintain Currency Chest and Small Coin Depot Account for branch wise and date wise transactions, reflecting the contra balance in the General Ledger of the branch.

· The link office will ensure balancing of these accounts regular once in a month by obtaining date‑wise monthly statements.

13.4
COMMON MISTAKES TO BE AVOIDED BY THE BRANCHES:

· Difference in opening balance of the day with the closing balance of the previous day. 

· Netting Currency Chest and Small Coin Depot transactions instead of separately accounting them. 

· Delay in sending the chest Memo and Small coin Depot transactions Slip or sending the statements in bunches.

· Not advising the Currency Chest Transactions by telegram.

· Non‑ reporting of NIL Transactions, on account of local bundh staff strike, also by Telegram/ Telex /Fax.

· Inclusion of transactions on account of Small Coin Depot ( viz., 50ps, 25ps, 20ps etc) in the Currency Chest Transactions (TE‑2) instead of in TA‑51 from.

· Transactions of Rs. 5/‑, Rs. 2/‑ and Re. I/‑ are not shown separately in the Chest Memo/Telegram.

· Whenever there is cash remittance from one chest to another/ RBI, full details viz., Chest name. RBI reference Number etc are to be furnished.

RBI would levy penal interest on currency chest transactions

For delay in reporting

For wrong reporting.

13.5   SMALL COINS DEPOT.

Small Coin depot comprises of those coins below one rupee. This is the property of Central Government as Bailee. The agreement between RBI and the bank provides that branches should accept coin in exchange of notes without any restrictions. All deposits in or withdrawals from the small Coin Depot must be recorded, in the Strong Room. Similarly a small Coin depot must be recorded in the vault register maintained for small coin depot. This register is always kept in the strong room. Similarly a small coin depot book (TA‑50) in duplicate is maintained for small coin depot. Whenever a transaction takes place ‑in the small coin depot a slip is sent to the link​ office.

All the lower denomination coins (ps 25 &, ps. 50) continue to be legal tender and should be accepted by all branches deposited in the small coin depots..

BRANCH CASH BALANCE:

After effecting the currency transfer what is left with the Head Cashier constitutes the branch cash balance

We should ensure that the cash balances are kept at‑the barest minimum.

JOINT CUSTODY PORTION OF CASH BALANCE:

The joint custody portion of the cash balance includes all un‑current coins, lightweight coins, defaced coins or defective coins. The Head Cashier and the Branch Manager enter all un‑current coins in the un‑current coin register, which will be initialled by them.

Un-current coins and coins which have been withdrawn from circulation will form part of the joint custody portion of the cash balance and not of small coin depot.

The joint custody portion of the cash balance should be held in a separate box with dual lock arrangement in the strong room.

The Head Cashier's Hand Balance comprises of notes and coins the full particulars of which are classified in the cash balance book.

SUBMISSION OF CERTIFICATE OF CHEST BALANCE AS ON 31ST MAY AND 30TH JUNE:

All branches maintaining currency chests are required to submit a certificate furnishing denomination wise balance held in currency chests as at the close of business on the last working day of May and June every year to enable RBI to furnish the information to their statutory auditors.

Whenever there is change in the incumbency of joint custodians, the certificate obtained in respect of verification and correctness of chest .balance should be retained in the currency chest itself and a copy, of the same should be submitted to controlling office and acknowledgement kept in the branch records. The certificate held in the chest branches is subject to scrutiny by RBI officers at the time of carrying out inspection of currency chests.

13.6 REPLENISHMENT OF CURRENCY CHEST‑ INDENT FOR 

          NOTES/COINS BY CURRENCY CHEST BRANCHES:

•
The indent for notes and coins should be prepared separately in the prescribed Proforma and sent to the controlling authority by 20th January of the preceding financial year. A "NIL" indent must be sent, if any replacement of currency/ coins is not required.

•
Controlling authorities will consolidate the indents and forward the consolidated indent to the respective link offices by 5th of February.

•
Respective link offices will send the consolidated. indent to the issue department of RBI concerned well before 20th February.

13.7   RECEIPT OF FRESH NOTES BY CURRENCY CHEST:

The currency chests should take over the remittance of fresh notes of all denominations by weighment of each box and by conducting preliminary verification (immediately on arrival by bundles and packets) without opening the original polythene packing, in the presence of RBI's representative. In case any chest desires to take over the higher denomination notes of Rs.500/‑ and Rs.1000/‑ by detailed counting, it may do so subject to counting of minimum of three lac pieces per day in the presence of RBI representative.

CASH REMITTANCE:

Dispatch of remittance from one currency chest to another currency chest can be effected only upon receipt of instruction to that effect from the RBI. However, under the instructions from the collector, remittance can be dispatched for replenishing the balance in a sub‑treasury.

REMITTANCE OF TREASURE‑OUTWARD REMITTANCE:

While packing the remittance ensure that the containers/ boxes used are properly secured by a metal strip fastener properly riveted which could be separately locked, if metal boxes are used and the hinges of the boxes are tamper proof. Indicate the weight of each box in the invoice.

Escort (Security) Arrangements for cash remittances to and from Currency chests, sub‑chests and non‑currency chest branches:

1.
Cash may be transported in Bank's own cash van or in a hired vehicle as may be considered appropriate by the branch keeping in view the local conditions and the law and order situation.

      2.

	Quantum of remittance
	ESCORT

	Up to Rs.20.00 lacs
	No armed escort.

	Rs.20.00 lacs to Rs.50.00 lacs
	At least one armed guard.

	Exceeding Rs.50.00 lacs
	At least two armed guards


3. At vulnerable area if the need to provide additional security is felt it 

      may be done at branch's discretion over and above what has been 

      stipulated above.

4.
In vulnerable districts of Andhra Pradesh where Naxalite attacks are noted and other Naxalite infested areas where public transport is often suspended, leading to non‑availability of conveyance, rural branches possessing Motor cycles are permitted to use the Bank's Motor cycle carrying the currency remittance up to Rs. 5.00 lacs accompanied by a peon. As an additional precautionary measure the remittance box be either locked with a chain to the Motor Cycle or kept in the side box of the vehicle duly locking the same depending up on the size of the cash box.

VERIFICATION OF CASH BALANCE - CONTENTS AT CURRENCY CHEST & NON ‑CHEST BRANCHES:

The particulars of the bank cash balance, as at the close of business each day, should be recorded in the cash balance book, which should be checked and signed, by the Head Cashier and the Joint Custody Officer. The Branch Manager should also sign the cash balance book after agreeing the combined total of the joint custody balance and the Head Cashier's Hand Balance, including cash on hand with the teller, with the closing balance of his cash scroll.

In the event of any cash payment being made or any deposit being received after the cash books have been closed, the relative vouchers must be entered in the cashier's books and in the Cash Scroll Register of the branch manager or official holding charge of cash, under the following day's date and recorded in the cash balance book.

The joint custody officer should personally count all notes of denominations of Rs. 100/‑ and over and verify a proportion of all other notes under clip system.

At. branches where the Head cashier is the only cashier it is necessary that all packets of all the denominations should be double counted and authenticated by the joint custody officer before the cash is kept under custody.

He should also invariably check one or more items in the Head Cashier's Hand Balance (which must be kept as low as conveniently possible) and initial against the items checked in the cash balance book. At least once in a week on different days, he should check the whole of the bank cash balance including cash on hand with the teller, and evidence such check in the cash balance book duly subscribing his dated initials.

13.8   CASH FOUND EXCESS/ SHORTAGE:

Any shortage in the cash balance should be recovered from the Head cashier on the same day. Failing recovery on the same day, the amount should be debited to protested bills account under advise to controlling office and General manager (operations) secretariat head office.

Any cash found excess in cash department, must be credited to sundry deposit account maintained at the branch.

Important factors contributing to shortage in currency chests are illustrated here under.

· Chest officers do not keep proper control over the keys.

· Chest is operated by a single officer and not jointly as required. Absence of periodical verification.

· Lack of effective supervision on the part of the joint custodian and officer in-charge of the branch.

· Allowing un‑authorized persons such as casual peons to have access to currency chest/ strong room.

· Non‑rotation of staff working in the chest at periodical intervals.

· Non‑recording all the transactions taking place at the chest in the prescribed registers.

· Lack of control over the books/ registers/ documents handled in the chest.

SURPRISE VERIFICATION:

· Surprise verification of balances held in the currency chest will help the bank to exercise a better control and prevent pilferage of notes/ perpetration of frauds at these branches.

· With effect from 01.11.2003 an officer not connected with the chest should verify chest balance at least once in two months.

· The original of the balance verification certificate should be sent to the controlling office for record and a copy of the certificate should be preserved at the chest branch itself for verification of RBI.

13.9   STRONG ROOM AND CASH KEYS

Every branch will be provided with a pucca and well‑reinforced strong room, confirming to the specifications of the RBI.

The 'A' set keys will be in the possession of the joint custody officer, while the 'B' set will be in the possession of the Head Cashier, making it imperative that the former only should initiate the action of opening or terminate the action of closing the strong room doors, after making sure that the drill prescribed for either of the operations is duly observed.

The Joint Custodians shall not handle each other's set of keys. They shall also not permit any one else to handle their keys.

All safes and all receptacles in the strong room which are used for storing cash, Currency Chest and Small Coin Depot balances must also be under the double lock of the Head Cashier and Joint Custody Officer, with the exception of the receptacle used for the Head Cashier's hand balance box which should be under his single lock.

No important key may be made and, except in an emergency, no repairs to important locks may be carried out by local mechanics without the prior permission of the controlling office.

Strong Room Fitness certificate:

Branches where ordinary safe deposit lockers are kept in the cash rooms not built as per specifications of RBI classified as A/B/C, should change over to category(iii) mentioned above viz, FBR Safes/ special type FBR Safes Deposit lockers, with immediate effect.

Incumbents-in‑charge of all branches should verify and confirm to their respective Controlling Authorities that ordinary safe deposit lockers are not kept in cash rooms which are not built as per specifications of RBI classified as A/B/C. If the construction of the strong room does not confirm to the specifications of RBI and ordinary, safe deposit lockers are provided, they should immediately take up the matter with their Controlling Authority for immediate switching over to FBR type Safe Deposit Lockers.

RBI has advised the Bank that notwithstanding the fact that the strong room with currency chest is built as per the specifications of RBI classified as A/B/C, the fitness certificate should be got renewed by the Bank's Architect or Engineer.

13.10  EXCHANGE OF SOILED /MUTILATED NOTED

Notes which can be accepted for exchange

•
Notes tendered may be disfigured by oil or other substances but identifiable as genuine; or

•
They may be slightly mutilated, but the mutilation does not interfere with their identification or suggest fraud, or

•
Notes composed of two half notes, both the half notes being clearly identifiable as belonging to the same note, if the complete number or numbers are identifiable, as in the case of a perfect note of denomination, size and pattern, of which half notes appear be parts.

Caution:

•
There may be notes which are half, mutilated, mismatched, altered or disfigured by oil or other substance in such manner as to render the identification doubtful. The discretion to exchange such notes rests with Branch Manger of the branches maintaining currency chest, who is the prescribed officer under the Reserve Bank of India Note Refund Rules, 1975.

•
He should take into account the antecedents of the tenderers of such notes at the time of adjudicating their claims.

•
The Branch Manager should deal with the applicants directly, as far as possible, instead of through the agency of shroffs and other moneychangers.

Branches are required to send a report on adjudicated notes at monthly intervals.

13.11  FORGED NOTES:

Great care must be taken that during cash receipts no forged note is accepted. In case, however, forged note is detected in remittance and if the tenderer is known to the Bank and there is nothing suspicious about the person tendering the note, a statement from the tenderer as to how he came in possession of the forged note will be taken along with the name and address of the tender. The note will be impounded and branded with the word "Forged". Further, the Head Cashier will make a statement signed by him as to how the forged note was detected.  Thereafter, the forged notes together with the statements of the tender and Head Cashier will be forwarded by the Branch Manager with a forwarding letter to the police authorities for investigation.

In case the tenderer is not known to the Bank and his behavior indicated deliberate attempt to pass on a forged note, the tenderer should be detained and police informed. The impounded note branded with the word 'forged' as well as tenderer will be handed over to the local police in the presence of the Branch Manager. The Head office will be suitably advised in the matter giving full details of the forged note.

As and when a currency note tendered at the counter is found to be forged and the same is impounded by branding with a stamp FORGED NOTE, an acknowledgement receipt in the prescribed format in duplicate with running serial numbers and each receipt should be authenticated by the cashier at the counter as well as by the tenderer. (Govt. /2004‑05/6, D/8.5.2004)

The acknowledgement receipts are to be issued even if the tenderers are not willing to countersign the receipts. Issuance of receipt is to be displayed in the notice board for information of public.

A copy of the report should be endorsed in Form 'B' as per specimen enclosed to H.O. Circular NO.G/42 of 1966 to the Assistant Director, Counterfeit currency section, Central Bureau of Investigation, R.K.Puram, New Delhi and the respective currency office under whose jurisdiction the branch falls.  Branches can indent for "Fake Note Detector Pen" through their controlling authority (vide H.O. Cir. GB/96‑97/24 dt.28.8.1996). 


Government of India and National Security Council has taken view that the disbursement of forged notes through ATMs would be treated as an attempt to circulate forged notes.

Wherever forged notes are found in cash remittance to RBI,  RBI will

· Debit our account with them equal to the value of forged notes.

· Levy of penal interest at Bank rate +2% on such amount from the date of previous remittance to RBI.

· In case of large receipt of forged notes in the remittances, it will be brought to the notice of local police for investigation and FIR will be lodged.

13.12 INTER BRANCH CASH REMITTANCE: Preventive vigilance 

          measures

•
Dispatch of excess cash over and above retention limit and obtaining of cash remittance by needy branch from non‑chest/chest branch will be only from / to the link branch notified by R.O/Z.O.

•
Both the link branch / needy branch will maintain two separate registers for dispatch and receipt of cash remittance.

· The remittance will be accompanied by a letter signed jointly by the Joint Custodian and the Branch Manager (where ever more than one officer is working) in a continuously numbered form inline with the above register and bear the attested signatures of the staff members carrying/ accompanying the remittance and the same should be communicated by the phone to the other branch in advance.

•
In no circumstance should the serial member of the letter accompanying the remittance should be allowed to skip. In case  a serial number is missing, such information should immediately be brought to the notice of the Link Branch/needy branch and recorded in the above register, under information to the Controlling Authority.

•
After following the guidelines for receipt of a cash remittance, in addition to the above, the relative TRA with the appropriate check signal will be issued with single/.double signatures, as the case may be, and dispatched to the concerned branch invariably on the same day. Branches should not hand over the TRA to the staff members.

In addition to the above procedure, Branch Manager should ensure that: ‑

a.
The requisition / dispatch of remittance is communicated to the other branch by phone in advance.

b. All the correspondence regarding cash remittance is invariably be marked to the Regional Office concerned.

     c.
Seriatim in the concerned registers, is strictly adhered to.

d.
The Link branch, before arranging remittance, should ensure that none of the earlier remittance entries of the particular branch are out standing in IBIT Account.

e.
The register of cash remittance should be held in the cash/ strong room under the custody of the Joint Custodians.

The Controllers and Verification Auditors should scrutinize the above registers.

Procedure for remittance of Soiled Notes to RBI:

1.
The remittance will be packed in the lots of 3 lacs or 6 lacs pieces each prepared by the single designated senior cashier.

2.
the designated senior cashier, who prepared the bundles of remittance is responsible for both quality and quantity of notes in the bundles.

      3. The remittance should not contain any forged notes.

      4. The notes should not be stapled.

Implementation of RBI's Clean Note Policy:

All currency chest branches should contain unstapled currency note packets only, penalties for failure are, withdrawal of currency chest facility and debiting Bank's account with an amount equivalent to the currency note packets in stapled condition. Branches should secure the note packets by paper / polymer /twine only.

Discontinuance of re‑issue of Ashoka Pillar Notes

All the branches should stop re‑issuing the Ashoka Pillar Notes. When tendered over the counters these should be accepted for exchange as soiled remittance in the normal course for disposal in the usual manner.

Issuance of Counter foils in respect of cash receipts:

Branches shall ensure that Cashiers / Head Cashiers do not independently hand over the counter foils of cash receipts vouchers without the counter signature of the scrolling official or official authorizing the transaction.

Handing over the counter foils of credit vouchers in respect of cash receipts on Bank accounts after being entered in cash receipts register / by the receiving cashier/Head Cashier to the depositors, under his initial without getting them countersigned by scrolling / authorizing official, is contrary to the instructions and is likely to result in perpetration of frauds / preferring claims against the Bank where the cash was not actually received by the Bank.

With introduction of Single Window Service at the branches, SWOs are authorized to hand over counter foils independently to the extent of their delegated powers i.e., to the extent of all cash receipts upto Rs. 10,000/‑.
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MISCELLANEOUS
14.1
Transfer Transactions

Negotiable Instruments: 

· Verify Date, Signature, amount in words and figures. 

· From the endorsements /crossings check that the amount is being credited to the correct head/account and disposal is written on the reverse of the instruments and initialled by the passing official.

Vouchers:

· Verify Date, amount in words and figures, head of account. 

· Check whether correct authority has authorised the debit, by subscribing full signature at the right side bottom portion on the relative voucher.

General features:

· The word "Transfer" should appear across the face of the instrument/ voucher branded with a rubber stamp or written in hand.

· The SWO/Clerk should initial at appropriate place in token of posting the instrument / voucher.

· When the cheque/voucher is passed, the passing functionary has to subscribe his full signature.

· Verify whether the amounts on Dr. and Cr. vouchers are the same, if one entry is supported by more than one voucher, check and tally the gross value of vouchers with the value of the prime entry.

Despatch Section:

14.2
CASH MANAGEMENT

i) Once in a month or as often as it is needed, draw cash to meet postal expenses, preferably not exceeding Rs.500/- at a time.

NOTE:

Draw separate amounts for postage and for telegrams, and maintain them separately, ensuring that the two amounts are not inter‑mixed or inter-used.

For this purpose, draw cash against separate "Charges - Postage" and "Charges ‑ Telegrams" vouchers.

ii) Enter the cash value in the credit columns and strike balance in the Postage/Telegram register.

iii) Send the registers, with the vouchers, to the Branch Manager / Divisional Manager who will initial the entry in the register and pass the voucher for payment.

iv) After the vouchers are passed, receive cash.

v) Purchase postage stamps of different denominations, of sufficient value, from the relative cash. Now your postage register is ready for use.

14.3
OUTWARD:

1) Take each document to be despatched. Write the address, on a suitable size  envelope.

2) Enter the particulars, in the relative despatch register.

3) i)  Place the document/s in the prepared envelope; weigh it, and compute the   

        value of  postage attracted.

    ii) Enter the value, in the proper column, in the dispatch register, against the

        relative entry.

    iii) Affix postal stamps of requisite value, on the envelope; or get them franked 

         in the machine.

NOTE: The envelopes franked on a particular date should be posted on the same day, before midnight. Then only they are valid.  Envelopes despatched on subsequent days will be treated as bearing letters and returned to the sender, levying penalty, besides defacement of the franked value. Such returned envelopes need payment of postage a second time.

iv) If it is an acknowledgement due communication, prepare an acknowledgement card; and secure it with a staple pin/thread, to the corner of the envelope.

v) Write the despatch No. and date on the acknowl​edgement Card. This will help you to mark off the entry in the register when the acknowledgement card is received back, duly acknowledged by the receiver of the envelope.

vi) Covers to be sent through courier should be entered in a separate section/register. Covers to be handed over to authorised agent of approved courier agency only.  Proof of delivery (POD) to be obtained from courier and mark off  the entry.

4. After preparing all the covers in the above manner, give them to the concerned Head Clerk/ Spl. Asst./ Officer, for scrutiny of the contents and checking the entries in the despatch register.

5. After the scrutiny/checking, get the envelopes sealed with a bonding agent like gum/paste etc. by the despatch/mail peon and hand over to an authorised agent of an approved courier agency in the presence of the section‑ in ‑charge.

6. Under no circumstances Bank's correspondence / covers containing advices and valuable documents / title deeds should be handed over to the customer or his representatives.

14.4
TELEGRAMS:

7. Enter brief particulars of telegrams sent, in the Telegrams Despatch Register, compute the cost of each telegram by counting the number of chargeable words. 

8. Hand over the sealed envelopes and tele​grams to the mail peon, against acknowl​edgement for posting/getting the messages transmitted.

9. If there are any parcels to be sent, write the to and from addresses and the number of seals on the cloth cover with a sketch / tipped pen; or carbon pencil, applying a thin layer of water on the writing surface.

10.  When the mail peon returns the postal cash receipts and the residual cash, enter the values and the receipts numbers in the respective registers i e. Regd. Post & Telegrams Registers. Total up the values in all the three registers and enter them in debit column of the postage register and strike balance. Count the cash on hand, in both the accounts, and the value of postal stamps/stationery, held in stock and tally their values with balance of the respective registers.

11.  Monthly bill of courier agency to be checked with actual entries made in the courier / postage book.  Also check that PODs are submitted and ascertain that the covers are delivered within 24 - 48  hours.  In case of delayed delivery prescribed amount to be deducted.  Note down the entries where PODs are not received.  Withhold the payment for those items and follow up with courier agency to obtain POD.  Addressee to be contacted to ascertain whether the cover was delivered or not.  In case of non delivery / wrong delivery, matter should be brought to the notice of courier agency informing them that they are liable for any loss/damage which may be caused to the Bank due to non delivery. 

14.5
BALANCING OF ACCOUNTS
Balancing exercise is undertaken, at periodical intervals, to ensure that the various Accounts mentioned below are maintained properly and balanced according to the periodicity.

Banker's Cheque a/c

Stamp a/c

Letter of Credit a/c

Bank Guarantee a/c

Subsidiary Reserve Funds a/c

Utility Services a/c.
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15.1
TREASURY OPERATIONS (DOMESTIC)

There should be a clear functional separation of –

1. Trading,

2. Settlement. Monitoring & control,

3. Accounting

Similarly, there should be a functional separation of trading and back office functions relating to bank’s own Investment Accounts, Portfolio Management Scheme (PMS) Clients’ Accounts and other Constituents (including brokers’) accounts.

· For every transaction entered into, the trading desk should prepare a deal slip which should contain data relating to:

a) Nature of the deal,

b) Name of the counter-party,

c) Whether it is a direct deal or through a broker, and, if through a broker, name of the broker,

d) Details of security,

e) Amount/Price

f) Contract date and time,

g) The deal slips should be serially numbered and controlled separately to ensure that each deal slip has been properly accounted for,

· Once the deal is concluded, the dealer should immediately pass on the deal slip to the back office for recording and processing.

· For each deal there must be a system of issue of confirmation to the counter-party.  The back office should monitor the timely receipt of requisite written confirmation from the counter party, which must include all essential details of the contract.

· Once a deal has been concluded, there should not be any substitution of the counter party bank by another bank by the broker, through whom the deal has been entered into; likewise, the security sold/purchase in the deal should not be substituted by another security.

· The back office should verify the actual contract notes received from the broker/counter party and confirmation of the deal by the counter party and pass the necessary vouchers.

· Thereafter Accounts Section should independently write the books of accounts.

· In the case of transaction relating to PMS Clients’ Accounts (including brokers), all the relative records should clearly indicate that the transaction belongs to PMS Clients/other constituents and does not belong to Bank’s own Investment Account and the bank is acting only in its fiduciary/agency capacity.

15.2
Operations through SGL and BR:

· Maintain records of SGL transfer forms issued/received;

· Reconcile, at monthly intervals, the balances as per bank’s books with the balances in the books of PDOs.  This balance can now be checked in NDS system.

· Internal Auditors should verify periodically the reconciliation.

· The buying Bank should immediately bring to the notice of the concerned Regional Office of Department of Banking Supervision, RBI the instances of bouncing of SGL transfer forms issued by selling bank;

· A record of BRs issued/received should be maintained;

· A system for verification of the authenticity of the BRs and SGL transfer forms received from the other bank and confirmation of authorised signatories should be put in place.

· Report to the top management:

· The details of transactions in securities every week;

· Details of bouncing of SGL transfer forms issued by other bank and BRs outstanding for more than one month

· Review of investment transactions undertaken

· Do not draw cheques on Reserve Bank of India for third party transactions, including inter-bank transactions.

· Banker’s Cheque/Pay orders should be used for such transactions.

15.3 Guidelines for engaging brokers to deal in investment transactions:

· The role of the broker should be restricted to that of bringing the two parties to the deal together.

· Transactions between one bank and another bank should not be put through the brokers’ accounts.

· The brokerage on the deal payable to the broker should be clearly indicated on the notes/ memorandum  itself while seeking approval for the transaction.

· Maintain separate account of brokerage paid, broker-wise.

· While the broker may not disclose the identity of the counter party at negotiating stage of the deal, he should necessarily disclose the identity on conclusion and his contract note should clearly indicate the name of the counter party.

· On the basis of the contract note which discloses the name of the counter party, settlement of deals between banks, viz. both fund settlement and delivery of security should be done directly The broker should not have any role to play in the process.

· The panel of brokers, which was approved by the top management after verifying creditworthiness, market reputation, etc., should be reviewed annually.

· It should be ensured that the transactions (both purchases and sales) entered into with a broker during the year does not exceed 5% of total transactions.  If for any reason it becomes necessary to exceed the limit for any broker, specific reasons therefore should be recorded and the Board should be informed of this.

· The concurrent auditors should scrutinise the business done through the brokers.

15.4
Portfolio Management on behalf of clients

· PMS should be entirely at the customer’s risk, without guaranteeing, either directly or indirectly, a pre-determined return.

· Funds should not be accepted for portfolio management for a period less than one year.

· Portfolio funds should not be deployed for lending in call/notice money, inter-bank term deposits and bills rediscounting markets and lending to/placement with corporate bodies.

· Bank should maintain client-wise account/record of funds accepted for management and investments made thereagainst and the portfolio clients should be entitled to get a statement of account.

· Bank’s own investments and investments belonging to PMS clients should be kept distinct from each other and any transactions between the bank’s investment account and client’s portfolio account should be strictly at market rates.

· There should be a clear functional separation of trading and back office functions relating to bank’s own investment accounts and PMS clients’ accounts.

15.5  Investment Portfolio of Bank – transactions in Government securities on  behalf of constituents:

· For banks which do not have SGL account with RBI, only one CSGL account can be opened.

· The entities maintaining the CSGL accounts will be required to ensure availability of clear funds with the designated account for purchases and of sufficient securities in the CSGL account for sales before putting through the transactions.

· No transactions by the bank should be undertaken in physical form with any broker.
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TRANSACTIONS OF FOREX TREASURY

16.1
FUNCTIONAL SEPARATION

There should be a clear functional separation of (i) trading, (ii) settlement, monitoring and control and (iii) accounting.

Similarly, there should be a separation of Proprietary trading positions initiated by Dealers and positions created for the covering in interbank of merchant transactions reported by branches.

16.2
TRANSACTION RECORDING

For every transaction entered into, the trading desk should prepare a deal slip, which should contain data relating to

1 . Nature of the deal ‑ Outright / Swap,


2.  Name of the counter‑party bank and its designated nostro   

          correspondent for settlement of funds,


3.  Whether it is a direct deal or through a broker, and if through a 

     broker,


4.  Name of the broker,

           5.  Details of Currencies purchased/sold,

6.  Amount, rate and value date,


7.  Contract date and time.

8. The deal slips should be serially numbered and controlled separately to ensure that each deal slip has been properly  accounted for

9. Purpose for which deal is done ‑ Proprietary, Merchant covering or 

      funding.

•
Interbank deals should be done only with banks for whom the bank has sanctioned exposure limits

· All corrections /alterations should be authenticated by the dealers

•
Any deal slip destroyed should be entered in a deal slip‑destroyed register and mention of this should be made in the next deal slip.

All deals done through RMDS / D2 / BROKERS should be written immediately and the Chief Dealers should ensure the same.

•
Merchant transactions should be covered immediately in the interbank market by the dealers at the cover rates and ensure that there is no loss in the margins fixed by the bank for various types of transactions.

•
All outstanding proprietary positions should be marked to market at periodic intervals.

The dealers should not be involved in the settlement of funds

Once the deal is concluded, the dealer should immediately pass on the deal slip to the back office for recording and processing.

· For each deal there must be a system of issue of confirmation to the counterparty. The timely receipt of requisite written confirmation from the counterparty, which must include all essential details of the contract, should be monitored by the back office.

· Similarly deals struck through Brokers the deal details should be counter checked with broker notes. If any discrepancy, the back office should directly contact the broker for clarifications and any necessary corrections.

· When the back office receives broker confirmation for which there is no deal slip written by dealers it should enter the details in deal discrepancy register and bring this information to the notice of the dealers against their acknowledgement.

· All deals the rates taken should be the prevailing rates in the market at the time of striking the deal.

· In outright deals the back office should check the rate scans for the veracity of the rate at which the dealer has struck the deal. Any deviation should be enquired into.

· The back office should ensure that no proprietary position is converted to merchant transaction for the benefit of a customer.

· The outright positions/Gaps created by the dealers should be monitored by back office.

· On the basis of deals passed by the back office (which should be done after verification of actual contract notes received from the broker/ counterparty and confirmation of the deal by the counterparty), the Accounts Section should independently enter the deals into the computer system to account for the same.

· The Settlement desk should ensure proper settlement of funds through CCIL/RTGS/SWIFT networks. Any deal rejected by CCIL should be examined and settlement through any other means should be taken up only after thoroughly examining the deal/deal confirmation as in most of the cases the rejection is on account of improper deal entry.

· Any discrepancies in settlement of funds should be recorded in Registers.

16.3
MERCHANT TRANSACTIONS

· The cover reported over phone should be reconfirmed by written confirmation on the same day or next day.

· In all instances where the cover is reported by the Customer the merchant desk should seek confirmation from the branch where customer is banking.

· The special rates margins quoted to the customers should be arrived at after due deliberations between the branch/controlling authority/ Forex Treasury and the sole criterion for quoting fine rates should be the amount of business done / committed by the customer.

· The Officials in the merchant sections should not be allowed to work in the section for long duration as customer affinity may affect the banks interest.

· Export bills due for crystallization report should be sent to the branches for their necessary action on a fortnightly basis. The department should inform the controllers of the branches if crystallization is not done on the 30'th day after maturity for their further necessary action.

· At the time of processing the transaction sheets sent by branches, merchant section should ensure that transactions being processed were reported for cover properly by the branches. Any transaction not covered or improperly covered should be examined and any loss to the bank should be recovered from the branch/customer

· All Forward Contracts cancelled should be properly verified by the Concurrent Auditor before swap gains/losses are paid/recovered from the customers,

· Early delivery swap charges should be recovered from the customers when export bill proceeds are realized before maturity date, Similarly late delivery swap charges should be recovered in case of realization after maturity date when USD/INR is in discount.

· The department should devise a uniform transaction reporting code system on the lines of the 16‑digit code devised by SBI for the bank transactions to facilitate live reconciliation of forex transactions.

· The Funds/Recon sections should verify the nostro statements. Any unrecognized credits/debits should be enquired into and action initiated after seeking approval of the Chief Manager.

· All SWIFT messages should been seen by Manager (B/o) and endorsement should be made on the message for its proper disposal

· Line of Credits availed for PCFC and Arbitrage purposes should be reported in a register with complete details viz amount, period of borrowing, repayment date, interest rate, name of the Lending bank and its designated nostro correspondent for settlement of funds.

· PCFC released should be vouched and recorded properly in a register and repayments should also be vouched and recorded in register. PCFC credits received in branch‑ designated nostro, correspondents should be immediately transferred to PCFC designated account.

· LOC availed should be need based as excess LOC funds have to be deployed in Overnight markets at low interest rates compared to the rate of borrowal.

· Test keys should be kept confidential and for any test provided to branch there should be a confirmation letter from the branch.

16.4
   MID OFFICE FUNCTIONS

· The mid‑office should monitor the exchange and gap positions for cut loss limits, overnight limits, daylight limit, liquidity, counterparty exposure limit and aggregate gap limit fixed in the banks trading policy/ guidelines

· The mid‑office should also monitor the Broker wise brokerage limit of 33.3%.

· While undertaking arbitrage care should be exercised so that the borrowing does not exceed 25% of Bank's Tier II capital. Borrowings for PCFC should not exceed the limit fixed by E.C. which is at 250.00 million dollars as of date.
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FOREIGN EXCHANGE TRANSACTIONS.

17.1
The Foreign Exchange transaction is mainly classified as

1. Sale Transactions.

2. Purchase Transactions.

Sale Transactions comprises of the following:

a) Clean remittance : Sale of Draft or Remittance for purposes other than import. 

b) Imports: Sale of Foreign Currency for import of Commodities, which include merchant goods as well as capital goods.

Purchase Transaction generally comprise the following:

· Inward remittances – Remittances received from abroad for credit to Customers.

· Collection/Negotiation of Cheques payable outside India.

· Realisation of Export proceeds by means of Collection/ Negotiation/ Purchase / Discount.

The Foreign Exchange Transactions conducted should be in conformity with the laws laid down for the same and notifications issued by the Competent Authorities. The law governing these transactions is Known as Foreign Exchange Management Act (FEMA). Foreign Exchange Department, Reserve Bank of India is the competent authority to issue direction in this regard.

Export and Import of Goods (both merchant and capital) are governed by the Foreign Trade policing of Govt. of India. 

The effective Foreign Exchange transactions depends on the speed of communication and swift response to the enquiries.

Compliance certificate in respect of transaction of  value of Rs.1.00 crore and above signed by two  authorised  official should be kept on record.

17.2
SALE TRANSACTIONS

Clean remittances:(other than Import).


Remittance of Foreign Exchange for the following purposes is prohibited by the Government:

1. Remittance out of Lottery Winnings.

2. Remittance of income from racing/riding etc or any other hobby.

3. Remittance for purchase of lottery tickets, banned/prescribed magazines, football spools, sweepstakes, etc.

4. Payment of commission on exports made towards equity investment in Joint ventures/Wholly owned Subsidiaries abroad of Indian Companies.

5. Remittance of dividend by any company to which the requirement of dividend balancing is applicable.

6. Payment of commission on exports under Rupee State Credit Route.

7. Payment related to “Call Back Services” of telephones.

The remittances can be made in any one of the following methods:

a. Telegraphic Transfers (TTs/SWIFT/SFMS)

b.  Demand Drafts (DDs)

Request for release of Foreign Exchange upto USD 500 can be considered on an simple application for all permitted transactions under FEMA regulations where No import is involved. .

For all remittance equivalent to Rs.50,000/- or more payment is required to be received by debit to the applicant’s bank account and payment by cash is not permitted.

Steps to be followed:

1.    Obtain application form (A2) along with FEMA declaration for remittance above USD 5,000/- and for remittance below USD 5,000/-, self-declaration from the applicant to be obtained;

2.    In case the remittance is by cable, obtain the beneficiaries Bank particulars and his address and the routing channel.

3.    Apply the days TT selling rate and the normal laid down charges viz.,P&T, commission etc.

4.    Inform Forex Treasury for Cover.

5.    Issue the draft to the customer and obtain acknowledgment if remittance by means of draft. If remittance is by cable, send authenticated swift message to the correspondent to remit the funds as requested by the customer with all the particulars.

6.   When draft is issued ensure that an authenticated swift message is sent to the correspondent in MT110 format. The foreign correspondent pay the drafts on positive confirmation of the drawings irrespective of the amount for which it is drawn.

Report the transaction in the Sales sheet and forward the same to Forex(Treasury) along with the daily statement of transactions in Foreign Exchange. Report the sale in the appropriate R-Return for the relevant period.

Please note that all the drafts drawn on foreign correspondent should be signed by 

two authorized officials irrespective of the amount.

Verify the debit advices received from Forex(Treasury) to ascertain that the remittance have been paid at other end and mark off in the Telegraphic Transfer Issued Register. In case of undue delay investigate into the matter for speedy disposal.

17.3
IMPORTS

Import Bills and documents should be received from the banker of the seller.       

Authorised dealers should not, therefore, make remittances where import bills have been received directly by the importers from the overseas supplier except in the following cases:

· Where the value of import bill does not exceed USD 100,000.

· Import bills received by wholly-owned Indian subsidiaries of foreign companies from their principals.

· Import bills received by Super Star Trading Houses, Star Trading Houses, Trading Houses, Export Houses, 100% Export Oriented units/Units in Free Trade Zones, Public Sector Undertakings and Limited Companies.

· Import bills received by all limited companies viz., public limited, deemed public limited and private limited companies.

At the request of importer clients, authorised dealers may receive bills direct from the overseas supplier as above, provided the authorised dealer is fully satisfied about the financial standing/status and track record of the importer customer.  Before extending the facility, authorised dealer should obtain report on each individual overseas supplier from the overseas banker or reputed credit agency.

Import bills received would be for collection or those negotiated / purchased / discounted under Letter of Credit.

Branches should ensure that the stipulation under Uniform regulation for collection (URC 522) is adhered to in respect of bills received for collection and the stipulations in UCPDC 500 in respect of bills received under letter of credit are adhered to.

Branches should scrutunise the import bill for collection to determine whether the documents received appear to be as listed in the collection instruction and must advise by telecommunication or any other expeditious means, without any delay, the party from whom the collection instrument was received for any documents missing.

The collection of the bills will be subject to:

a)  Uniforms rules for collection (URC 522)

b)  FEMA

c)  Exim Policy

d)  Public notices issued by DGFT from time to time.

In case bills received under Letter of Credit the branch should scrutinize the documents for any discrepancy in relation to the terms of Letter of Credit and the discrepancy if any observed, should be advised to the negotiating bank/branch by cable/telex/swift without delay but not later than the close of the 7th banking day following the day of receipt of the documents, of the nature of discrepancy indicating that the documents are being held at the disposal or being returned. In case reimbursement has already been provided the cable advice should also contain a request to refund the amount of the bill with interest for the period involved at the rate ruling in the country from which the reimbursement was provided.

The discrepancy should then be advised to the applicant immediately and their confirmation that the documents are acceptable to them despite discrepancy should be obtained, in writing, before the release of the relative documents. If the documents are acceptable to the drawees, a suitable advice to be sent to the negotiating bank/branch.

For retirement of the Import bills:

Bill selling rate has to be applied and the remittance to be made as stipulated in the collection/ negotiating schedule.

For amounts of $ 5,000 & above Form A-1 and exchange control copy of the licence if any to be obtained from the Importer.

Report the transaction to Forex(Treasury) for cover and report the sale to RBI in the R-Return appropriate for the relevant portion.

1.  Evidence of Import:

1.1 In case of all imports, where value of foreign exchange remitted/paid for import into India exceeds USD 100,000 or its equivalent, it is obligatory on the part of the authorised dealers through whom the relative remittance was made, to ensure that the importer submits:

a The Exchange Control copy of the Bill of Entry for home consumption; or

b In case of 100% Export Oriented Units the Exchange Control copy of the Bill of Entry for warehousing; or

c Customs Assessment Certificate or Postal Appraisal Form, as declared by the importer to the Customs Authorities, where import has been made by post, as an evidence that the goods for which the payment was made have actually been imported into India.

1.2   Where imports are made in non-physical form, i.e., software or data through internet / datacom channels and drawings and designs through e-mail/fax, a certificate from a Chartered Accountant that the software/data/drawing/design has been received by the importer, may be obtained.

1.3
In respect of imports on D/A basis, authorised dealers should insist on production of evidence of import at the time of effecting remittance of import bill.  However, if importers fail to produce documentary evidence due to genuine reasons such as non-arrival of consignment, delay in delivery/customs clearance of consignment, etc., authorised dealers may, if satisfied with the genuineness of request, allow reasonable time, not exceeding three months from the date of remittance, to the importer to submit the evidence of import.

1.4
Authorised dealers should acknowledge receipt of evidence of import e.g. Exchange Control copy of the Bill of Entry, Postal Appraisal Form or Customs Assessment Certificate, etc., from importers by issuing acknowledgement slips containing all relevant particulars relating to the import transactions.

1.5
Internal inspectors or auditors (including external auditors appointed by authorised dealers) should carry out verification of the documents evidencing import, e.g., Exchange control copies of Bills of Entry or Postal Appraisal Forms or Customs Assessment Certificate, etc.

1.6
Authorised dealers should preserve documents evidencing import into India for a period of one year from the date of its verification.  However, in respect of cases, which are under investigation by investigating agencies, the documents may be destroyed only after obtaining clearance from the investigating agency concerned.

2. Authorised dealers may accept either Exchange control copy of Bill of Entry for home consumption or a certificate from the CEO or auditor of the company that the goods for which remittance was made have actually been imported into India provided:-

a The amount of foreign exchange remitted is less than USD 1,000,000 (USD one million) or its equivalent;

b The importer is a company listed on a stock exchange in India and whose net worth is not less than Rs.100 crores as on the date of its last audited balance sheet; 

or

The importer is a public sector company or an undertaking of the Government of India or its departments.

The above facility may also be extended to autonomous bodies, including scientific bodies/academic institutions, such as Indian Institute of Science/Indian Institute of Technology, etc., whose accounts are audited by the Comptroller and Auditor General of India (CAG).  Authorised dealers may insist on a declaration from the auditor/CEO of such institutions that their accounts are audited by CAG.

3. Follow up for Import Evidence:

a In case an importer does not furnish any documentary evidence of import, as above within 3 months from the date of remittance involving foreign exchange exceeding USD 100,000, the authorised dealer should rigorously follow up for the next 3 months, including issue of registered letters to the importer.

b Authorised dealers should forward to Reserve Bank a statement on half-yearly basis as at the end of June & December of every year, in form BEF furnishing details of import transactions, exceeding USD 100,000 in respect of which importers have defaulted in submission of appropriate document evidencing import within 6 months from the date of remittance.  The said half-yearly statement should be submitted to the Regional Office of Reserve Bank under whose jurisdiction the authorised dealer is functioning, within 15 days from the close of the half-year to which the statement relates.

Bill received under Letter of Credit Not honoured by the importer.

In case the Import bill received is not paid within the 10th day from date of receipt by the Bank in case of sight bills and on the due date for usance bills the bill amount will be crystallized by converting the Foreign Currency into rupees.

Important point for handling import bills on collection:

1. Diarise the due date of the bill and in case of non payment send non payment advice by expeditious means.

2. In case of usance bill, advise the due date to the lodger.

Inward remittance

1. Act on only authenticated messages received from Foreign Correspondents –  the credits received in our Nostro accounts should be cross checked before processing the credit.

2. Purpose of the remittance should be obtained wherever possible for smaller amounts. The purpose of the remittance should be compulsorily obtained for larger remittances exceeding USD 10,000/- or equivalent (to prevent money laundering activities) and sent as a supplementary statement with the R-Return. The payment should not , however be delayed  for want of this information which may be obtained separately and furnished to RBI later.

3. Should be received for only Customers of the branch and if received for customers of other branches/banks, obtain all the relevant information before converting to Rupee.

4. Verify Currency Declaration form where the value of currency, traveler cheque, etc., together exceed USD 10,000/- or where the foreign currency notes exceed USD 5,000/-.

5. Take invariably the option/consent of beneficiary for remittances in excess of equivalent of USD 5,000 before effecting conversion.

6. Check for any FCNR deposit requirement of the customer before conversion.

7. Maintenance of appropriate Foreign Inward Remittance Register for recording the details of payment.

8. Obtaining Cover from the Treasury Forex for the appropriate rate and providing full details in the transaction sheet with proper value date, reference numbers etc.

9. Issue Inward Remittance Certificate in security for amounts exceeding Rs.50,000/-. For less than Rs.50,000/-, certificates can be issued on Bank’s letter heads. Do not issue certificate for remittances received for Non-Resident accounts.

10. Reporting full details in the R-Return for the corresponding fortnight.

17.4
EXPORTS

1. Branches to follow up the procedure of export declaration form (GR/PP/SOFTEX);

2. Branches to ensure that the export documents are received within 21 days from the date of export or otherwise after satisfaction of reasons for delay. Prima Facie scrutiny should contain basic documents such as Purchase order copy, Bill of Exchange for the correct value, Standardized export documents, etc. Description should not differ from one document to the other.

3. Documents under Letter of Credit should be subjected to two level scrutiny.

4. Convey discrepancies to the Letter of Credit issuing bank immediately and also to the beneficiary and wait for confirmation.

5. Give clear unambiguous instructions for receiving payment for documents under collection. Obtain reimbursement as per Letter of Credit terms and inform the same to the issuing bank with the documents. 

6. Collect all charges, transit period interest at the time of negotiation of export bills and diarise due dates for both payment and crystallization. Followup for payment and crystallize the bill on the due date without fail.

7. Take appropriate cover / rate from Treasury – Forex indicating the nature of the bill – indicate the transit period of the bill to Treasury Forex and in case of usance bill, the due date for payment. Give full details in the transaction sheet such as name of exporter, country of export, commodity, due date, reimbursement claims under LC, etc. This will help Treasury – Forex to arrive at Country exposure.

8. Do not crystallize the bill if authentic message is received from the correspondent stating that payment has been made in our Nostro but Treasury – Forex has not advised of the same. Follow-up for receipt of the confirmation.

9. Report transactions in appropriate R- Return in the corresponding fortnight.

10. Follow up of overdue Bills:

Authorised dealers should closely watch realization of bills and in cases where bills remain outstanding beyond the due date for payment or six months from the date of export, the matter should be promptly taken up with the concerned exporter.  If the exporter fails to arrange for delivery of the proceeds, within six months or seek extension of time beyond six months, the matter should be reported to RBI stating, where possible, the reason for the delay in realising the proceeds.  The duplicate copies of GR/SDF/PP Forms should, however, continue to be held by authorised dealer until full proceeds are realised.  Authorised dealers should follow up export outstandings with exporters systematically and vigorously so that action against defaulting exporters does not get delayed.  Any laxity in the follow up of realization of export proceeds by authorised dealers will be viewed seriously by RBI leading to the invocation of the penal provisions under FEMA.

Exporters who have been certified as Status Holder in terms of EXIM Policy are permitted to realise and repatriate the full value of export proceeds within a period of 12 months from the date of shipment.

The stipulation of twelve months or extended period thereof for realization of export proceeds is no longer applicable for units located in Special Economic Zones (SEZs).  The units in SEZs will, however, continue to follow the GR/PP/Softex export procedure.

Authorised dealers should furnish to RBI, on half-yearly basis, a consolidated statement in Form XOS giving details of all export bills outstanding beyond six months from the date of export as at the end of June and December every year.  The statement should be submitted in triplicate within fifteen days from the close of the relative half year.

Trading Policy and Operational Guidelines:-

The objective of the Bank’s Foreign exchange-dealing operations is the optimization of the profits from foreign exchange dealing operations and merchant transaction while exercising control over the risks involved.  Foreign exchange dealing strategies and controls are undertaken for the purpose of managing bank’s foreign currency exposures. 

Dealing procedure to be followed, Dealing hours, Trading limits, Overnight limit, Intra-day limits, Aggregate Gap limit, Stop Loss limits for dealers for putting through deals both spot and forwards is clearly laid down in the policy.  Bank shall not undertake any such forex dealing operations, which have not been permitted by the applicable regulatory authorities.  

Job Rotation: Rotation of nature of duties within the dealing room is ensured by allotting primary currencies to each of the dealers and by replacing the existing dealers with the new dealer after lapse of reasonable period in a particular currency/ segment.  They have also been provided with mandatory break of 10 days from the office.  

Merchant Transactions: We have a system of reporting all the merchant transactions irrespective of the size of the transactions on the date of putting through the transactions. Small sized transactions, if any, which are inadvertently not covered by the branches due to any problems are taken care of by next day through mail cover. 

Mid Office: 

The Mid office in the Bank is monitoring adherence to all risk management policies and procedures and report exceptions to the General Manager, Treasury and the Risk Management Committee.  Mid office is also responsible for updating VAR and undertaking sensitivity studies and scenario analysis. Mid office mirror the risk factors to the Top Management on an ongoing basis. 

Mid office monitors risk management parameters such as counter party exposures, currency wise Daylight limits, Overnight Limits, Aggregate Gap Limits, Stop Loss limits of the individual dealers, ensuring the dealing operations and exposures are within the limits approved by the Bank’s Executive Committee. 

Risk Management: 

Bank has laid down a clearly defined Risk management policy for measuring analyzing, monitoring and managing the risks such as Foreign Exchange Rate Risk, Interest Rate Risk, Market risk, Settlement risk, Credit risk, Operational risk etc.
Counter Party Limits: 

Bank wise exposure limit has been determined under BERI model by the Bank Risk Management Department, Head Office and the Forex Dealing Room strictly adhere to ensure that the exposure in trading operations are well within the bank wise counter party limits prescribed.

Broker Limits: 

Bank has 29 brokers on its approved panel and deals are concluded with the brokers who are on the list.  A limit of 33.3% for payment of brokerage to any single broker out of the total brokerage payment is laid down and the Dealing Room should do deals with the brokers within the stipulated limits.

Value At Risk: 

A key component of market risk management is estimation of the potential losses that could occur on risk positions taken due to movements in markets rate. The bank has adopted FEDAI model for quantifying the extent of market risk for a 97.5 % level of confidence. Value at risk figures of each day is reported to the Management. 

17.5
Country/Sovereign Risk: 

Branches taking exposure on any countries are required to report the same to the Forex Treasury for consolidating and arriving at the risk exposure on a particular country. 

17.6
Profit Evaluation:  

All open positions in all currencies and Balances in the all mirror accounts are revalued at the end of each of the calendar month as per the revaluation rates provided by the FEDAI and arrived at the accumulated profits.   

Concurrent Auditor checks deal rates with the help of rate scan chart available in the systems in respect of all the deals including swap deals. The replies to the observations made in the audit report and compliance thereof should be submitted to the Inspection Department, Head Office on rectification of the same promptly. 

17.7
Back office operations:

Functions of Front Office and Back Office are clearly defined and are functionally separated in compliance of Internal Control Guidelines issued by the Reserve Bank of India. 

Back office undertakes, Deal Checking, Funds Settlement through CCIL, money transfers, messaging system through SWIFT apparatus, funding nostro accounts as per the requirement of the Authorized Branches. Back office arranges for exchange of contract confirmations in respect of the deals entered by the dealing room with the counter party banks. Contract confirmations obtained from the banks are kept on record after marking off in the computer system. 

17.8
Nostro Accounts: 

The currency wise Nostro accounts maintained by the bank with banks abroad are reviewed periodically for proper maintenance and are rationalized by closure of inactive accounts.

17.9
US PATRIOT ACT:  

We have appointed an agent (M/s CT Corporation system, Ny) for receiving legal process in the US in respect of the 10 nostro US Dollar accounts under the US Patriot act.

US GAAP: Accounts in respect of Forex Treasury operations are compiled as per the US GAAP and profits are evaluated every year as on 31st March as per the model prescribed therein and the reports thereof are submitted to the US GAAP Project, Central Office, SBI. 

BEST PRACTICE CODE - CHAPTER - 18

BEST PRACTICES CODE - CUSTOMERS

18.1
COMMON PRACTICES FOLLOWED BY OUR BRANCHESyderabad (the Bank) AND THE hY 

· Display business hours

· Render courteous services

· Attend to all customers till the close of business hours.

· Provide ‘Enquiry' or ‘May I Help You’ / 'Grahak Mitra' Counters to assist customers at branches where there are the confirmed staff members, excluding sub-staff.

· Offer nomination facility to all deposit accounts (i.e., accounts opened in individual capacity), Safe-custody article depositors and all safe deposit locker hirers (i.e., individual hirers).

· Display interest rates for various deposit schemes from time to time.

· Notify change in interest rates on advances and deposits. 

· Provide details of various deposit schemes /services of the Bank like issue of  Demand Drafts, Pay Orders, etc.,

· Display Time Norms for various banking transactions.

· Pay interest for delayed credit of outstation cheques, as advised by Reserve Bank of India from time to time.

· Accord immediate credit in respect of outstation and local cheques upto a specified limit subject to certain conditions, as advised by RBI from time to time. 

· Provide complaint/suggestion box in the branch premises.

· Display address and telephone numbers of Regional/Zonal and Head Office as well as Nodal Officer dealing with customer grievances/ complaints. 

· Display latest Balance Sheet of the Bank.

18.2
Customers are requested to please

· Ensure safe custody of cheque book and passbook.

· Issue crossed/account payee cheques wherever possible.

· Check the details of the cheque, namely, date, amount in words and figures, crossing etc., before issuing it. If possible, issue cheques after rounding off the amount to nearest rupee.

· Not to issue cheque without adequate balance & maintain minimum balance as specified by the Bank.

· Send cheques and other financial instruments by Registered Post or by courier.

· Tender passbook while withdrawing cash from savings bank account through withdrawal slip. Get passbook updated from time to time.

· Use nomination facility.

· Note down account numbers, details of TDR, locker numbers, etc., separately.

· Inform change of address, telephone number etc., to the Branch, where account is maintained.

· Inform loss of demand draft, term deposit receipt, cheque leave (s)/book, key of locker, etc., immediately to the Branch.

· Avail  ‘standing instructions’ facility for repeat transactions. 

· Provide feedback on the Bank services.

· Pay interest, installments, locker rent and other dues on time.

· Avail services such as ATM, ECS, EFT, etc., if offered by the branch.

· Never sign blank cheque/s. So also do not record your specimen signature either on passbook or on cheque book.

· Do not introduce any person who is not personally and well known to you for the purpose of opening account by him.

18.3
WHAT YOU CAN DO TO PROTECT YOUR ACCOUNTS

Please make sure you let us know as soon as possible when you change your:

Name

Address

Phone number or

E‑mail address [if this is how we communicate with you].

Checking your account

· We recommend that you check your statement or passbook or credit card statement regularly. If there is an entry, which seems to be wrong, you should tell us as soon as possible so that we can sort it out.

· If we need to investigate a transaction on your account you should co‑operate with us and the police or any other authority, if we need to involve them.

Taking care

The care of your cheques, passbook, cards, PINs and other security information is essential to help prevent fraud and protect your accounts. Please make sure that you meticulously take care of the following.

· Do not keep your cheque book and cards together 

· Do not keep the blank cheque leaves signed 

· Do not allow anyone else to use your card, PIN, password or other security information

· If you change your PIN you should choose your new PIN carefully 

· Always memorise your PIN, password and other security information, and destroy the Advice / notice as soon as you receive it.

· Never write down or record your PIN, password or other security information.

· Always take reasonable steps to keep your card safe in your personal custody and your PIN, password and other security information secret at all times.

· Keep your card receipts safe and dispose of them carefully.  

· Never give your account details, password or other security information to anyone unless you know who he or she is and why they need them.

· If you send a cheque through the post, it will help to prevent fraud if you clearly write the name of the person you are paying the cheque to. Write such cheques with carbon on the reverse to avoid chemical alterations. 

· If you are paying a cheque into a bank account, always write on the cheque the name of the account holder (ABC Bank Account ‑ XYZ). You should draw a line through unused space on the cheque so unauthorized person cannot add extra numbers or names.

18.4  Precautions while using Internet banking facilities

· Visit our Internet banking site directly. Avoid accessing the site through a link from another site and verify the domain name displayed to avoid spoof websites.

· Ignore any e‑mail asking for your password or PIN.

· We suggest you not to use cyber cafes to access our Internet banking site.

· Please update your PC with latest, anti virus software regularly. A suitable firewall installed in a computer to protect your PC and its contents from outsiders on the Internet would be an added security measure.

· What to do if you lose your cheque book, passbook, or card, or if someone else knows your PIN

· In case you suspect leakage of your PIN, password or other security information, change the PIN/Password immediately wherever the facility is available.

· It is essential that you tell us as soon as you can if you suspect or find that:

· Your cheque book, passbook, card has been lost or stolen or

· Some one else knows your PIN, password or other security information.

· The best way of notifying us about the loss will usually be by phone, using the numbers we have given you, or by e‑mail to the address we have given you for this purpose. Alternatively, you may send a written communication to us immediately.

18.5
Canceling payments

· If you want to cancel a payment or series of payments you have authorised, you should do the following:

· To stop payment of a cheque or cancel standing instruction given, you must tell us in writing

· To cancel a direct debit, you can either tell the originator of the direct debit or tell us. We recommend you do both.

· It may not be possible to cancel payments if you do not give enough notice of your decision to cancel.

18.6
Liability for Losses

· If your action leads up to or assist in the commission of a fraud, you will be responsible for all losses on your    account. If you act without reasonable care, and this causes losses, you may be responsible for them. [This may apply if you do not follow section 11.4.]

· Unless you have acted fraudulently or without reasonable care, your liability for the misuse of your card will be limited as indicated by us while issuing the card.

18.7
LOANS AND ADVANCES

Sanction / extension of any credit facility will essentially depend on the repaying capacity of the borrower.  Repayment terms of a fresh loan sanction and/or enhancement in a existing loan will always be advised to you by the bank.

18.8
DEPOSITS

· As required by law, while opening an account the Bank will satisfy itself about the identity, including verification of address, of a person(s) seeking to open an account, to assist in protecting the prospective customer (s), members of the public and itself against fraud and other misuses of the banking system.

· The Bank requires a satisfactory introduction of the person/s opening the account by a person acceptable to the Bank.

· The Bank is required to obtain two recent photographs of the person(s) opening the account.

· The Bank is required to obtain Permanent Account Number (PAN) or General Index Register (GIR) Number or alternatively obtain declaration in Form No.60 or 61 as per the Income Tax Act (vide Section 139 A) from the person/s opening the account.

· The Bank will provide to the prospective customers details of the documents required for identification of the person/s opening the account in addition to a satisfactory introduction. Documents normally accepted are the current gas/telephone/electricity bill, voter’s identity card, driving licence, passport, PAN card, Govt./Office/Reputed Employers’ ID Card.

18.9
NOMINATION FACILITY   

· Nomination facility is available to all depositors in both single and joint accounts.

· Nomination can be made by the depositor(s) in favour of a person who will receive the amounts lying to the credit of depositor(s), without any difficulty in the unfortunate event of the death of depositor(s). 

· Nomination once made can be cancelled or amended by the account holder any time during his/her lifetime. 

· While making nomination, cancellation or amendment, witness is required and all account holders should sign the request.    

· The nominee could be an individual only and not an association, a society, a trustee, and other organization or office bearer in his official capacity. 

· A minor can be a nominee but during the period the minor does not attain majority the natural guardian will receive the amount on minor’s behalf. 

· In case the depositor(s) does not wish to make nomination, they should record the same on the account opening form with full signature.

· The right of nominee to receive payment from the bank arises only after the death of the depositor in single account and death of all depositors in case of joint account. 

· If the nominee is a minor then the depositor has to appoint another person to receive the  amount on behalf of the minor(nominee).

18.9
CURRENT ACCOUNT 

· Current Accounts can be opened by individuals, sole proprietorship /partnership firms, private and public limited companies, HUFs / specified associations, societies, trusts, clubs, executors, administrators and liquidators, Government. Departments, Universities, Banks etc.,       
· Minimum balance as stipulated from time to time will be required to be maintained.

· A cheque book is issued in current account and all withdrawals should be made only through the cheque. 

· A cheque, which is presented more than 6 months after the date of issue, will be treated as “stale” and shall not be paid. Such cheques shall be paid only after revalidation by the drawer.

· Cheques should not be drawn without adequate balance or against uncleared effects, in order not to attract the penal provisions of Section 138 of the Negotiable Instruments Act.

· The cheque book should be kept safely to prevent any misuse and consequential loss to the depositor(s). The loss of any cheque or the cheque book should be promptly reported to the Bank.

· Payment of  a cheque can be stopped by the drawer, by giving a notice containing full details of the cheque in writing to the Bank, before the cheque is paid, and the Bank will not pay this cheque after recording  “stop payment’ in its books.

18.10

SAVINGS  BANK

These accounts are designed to help the individuals (personal customers) to inculcate habit of saving and to meet their future requirement of funds. The amount can be deposited/withdrawn from these accounts by way of cheques/withdrawal slips. It helps the customers to keep minimum cash at home besides earning interest. 

Savings Bank accounts can be opened by eligible person/s, certain organizations and agencies (as approved by the Reserve Bank of India).

A passbook is issued in all Savings Bank accounts. A cheque book  can be issued on request. 

18.11

TERM DEPOSITS  

· A receipt called Term Deposit Receipt (TDR) or Special Term Deposit Receipt (STDR), as the case may be, is issued in Term Deposit account. The TDR/STDR can be kept in safe custody with the bank, free of charge and a safe custody receipt is issued.    

· Term Deposit accounts can be opened by individuals, partnership firms, private and public limited companies, HUFs/specified associates etc.,

· Premature withdrawals are allowed, unless specified otherwise, at the rate of interest applicable for the period for which the deposit has run. No interest will be paid on premature withdrawals of deposit which has remained with the Bank for less than 15 days.

· Generally loans/overdrafts against deposits are allowed except on Certificates of Deposits (CD). Such loans are sanctioned by charging interest at rates directed by RBI from time to time or as prescribed by the Bank.

· In the absence of any instructions from the customer, a term deposit on maturity is renewed for the same period at the interest rate applicable at the material time.

· Interest on deposits is payable either monthly at discounted value or quarterly or compounded quarterly (i.e., reinvestment of interest) or on the date of maturity at the option of the depositor as applicable under particular deposit scheme.

· Interest on overdue deposit is paid if the deposit is renewed, as decided by the Bank from time to time.

· Interest on bank deposits is exempt from income tax upto a limit specified by Income Tax authorities from time to time.

· Presently, if the total interest on deposits, per depositor, per branch, per financial year exceeds Rs.5,000/- the same is subject to Tax Deduction at Source (TDS) at the rates stipulated by the Income Tax Authorities.

· The depositor may furnish declaration in Form No.15H preferably at the time of opening of A/c.  for receiving interest on deposits without deduction of tax. Such form will be available with the branches.

· The bank will issue TDS Certificate for the tax deducted. 

18.12

SAFE DEPOSIT LOCKERS

The facility of Safe Deposit Lockers is an ancillary service offered by the Bank. The Bank’s branches offering this facility will indicate/display this information

The major aspects governing the services are :

· A locker may be hired by an individual (not minor). Firms, limited companies, specified associations, societies, etc.,

· Nomination facility is available to individual hirer of Safe Deposit Locker.

· Loss of key should be immediately informed to the branch.

· Lockers are available in different sizes.

· Lockers are rented out for a minimum period of one year. Rent is payable in advance. In case of  overdue rent, the bank will charge penalty as decided from time to time.

· With standing instruction the rent may be paid from the deposit account of the hirer. 

· The Bank will rent locker to properly introduced persons.

· The Bank reserves right to break open the locker if the rent is not paid in spite of giving notices as per the Bank rules and recover charges thereof.
18.13

ARTICLES IN SAFE CUSTODY

Articles like shares, securities, etc., can be kept in safe custody with the Bank on prescribed charges wherever such facility is offered. The customer(s) must lock Large/small boxes and particulars must be written/painted thereon. The lock should be covered by stout cloth and sealed with the customer’s seal. Relationship of Banker and Customer shall be that of Bailer and Bailee.

18.14

COLLECTION OF CHEQUES ETC.,

All local cheques are collected through Bankers Clearing House and the proceeds are credited to customers accounts on the 3rd working day, depending upon local practice.

Immediate credit of outstation cheques upto Rs.15,000/- is provided subject to certain conditions, which can be ascertained from the branch concerned.

In case of delayed credit, interest will be paid at the rate applicable for appropriate tenure of term deposit for the period of delay beyond the stipulated days mentioned above. Further, if the delay is more than 90 days then penal interest at the rate of 2% above term deposit rate applicable will also be paid.  However, this facility is not available in case of instruments which are lost/misplaced in postal transit.

Drop box facility is available for collection of cheques in selected branches at present.

18.15

HIGH VALUE CLEARING

This facility is available for the clients of select branches at designated centers. Cheques of high value (of not less than Rs.1 lac per instrument) are cleared on the same day.

18.16

NATIONAL CLEARING

Cheques drawn on Metropolitan centers listed in national clearing are cleared in 7 days. All cheques drawn on other centers are cleared in 10 days.

The Bank will credit the proceeds of an outstation cheque within the following time norms:

 (i) State Capital other than North Eastern States & Sikkim – 7 working days.

(ii) Other centers – 10 working days.

18.17

COLLECTION OF GOVT. DUES

The Bank handles collection of various taxes on behalf of Govt. of India through select designated branches.

18.18

REMITTANCES 

Demand drafts and telegraphic transfers for Rs.50,000/- and above will be issued by the Bank only by debit to the customer’s account or against cheques or other instruments tendered by the purchaser and not against cash payment and on production of PAN/Declaration on Form No.60/61 as the case may be. 

Similarly, such payments for Rs.50,000/- and above will be made through banking channels and not in cash. 

All drafts of Rs.50,000/- and over are required to have signatures of two officials. Before taking delivery of the drafts, the customer should verify that the draft is complete in all respects including signature of the official(s) along with their specimen signature number at the place provided for it, in order to avoid inconvenience at a later stage.

All drafts are valid for 6 months and can be revalidated for a further period of 6 months only once. The drafts which are over 1 year old are required to be cancelled at issuing branch, and a fresh draft obtained after paying the requisite exchange/charges.

In respect of lost drafts, duplicate draft shall be issued by the issuing branch, on completion of required formalities including a non-payment certificate from the drawee branch and stamped letter of indemnity with two sureties good for the amount involved. Further, for drafts below Rs.1,000/- only indemnity letter will be necessary.

The customer should inform the issuing branch promptly of loss of demand draft giving full particulars thereof in order to prevent misuse.

For telegraphic transfers, electronic funds transfer and electronic clearing services etc., the terms and conditions may be ascertained from the branch concerned.

As directed by RBI, the Bank will issue duplicate demand draft upto  Rs. 10,000/-  on the basis of adequate indemnity and without  obtaining Non-Payment Advice from the drawee branch.

18.19 EXCHANGE OF SOILED/MUTILATED CURRENCY NOTES 

All the branches of the Bank will exchange, freely, soiled/mutilated currency notes of all denominations. The Bank’s currency chest branches will exchange all categories of mutilated currency notes as per RBI Note Refund Rules (Details of Note Refund Rules  (Details of Note Refund Rules are available at branches). Currency exchange facility is offered to the Bank’s customers and others. The Bank follows RBI guidelines in this respect. RBI has permitted the Bank to exchange mutilated currency notes which are genuine and where mutilations are such as not to cause suspicion or fraud.

18.20

GOVT. TRANSACTIONS/RBI RELIEF BONDS 

· The Bank handles collection of various taxes on behalf of Govt. of India through select designated branches.

· While the customers/public open PPF/Pension accounts or invest in Relief/RBI Bonds or remit CBEC/CBDT funds at the branches, they will be advised about operational guidelines for such accounts/transactions.

· In case customers wish to convey suggestions/complaints with reference to the Bank’s services in the Govt. business related areas, they can contact the help cells in all the Zonal Offices.

18.21

PENSION PAYMENTS  

Pensioners of Central and State Governments can open a separate pension account in any of the Bank’s branches.

Pensioners are requested to produce life certificate once in a year (i.e., in the month of November) to enable the branches to pay pension without interruption/delay

The pension will be credited by the branch to the pensioner’s savings or current account during the last four working days of the month. The pension for the month of March will be credited on or after last working day of April. The pension will not be paid in cash or through a joint account. Every pensioner is required to submit life/marriage/re-marriage/unemployment certificates periodically.

Pensioners may maintain a minimum balance of Rs.250/- in cheque operated accounts and Rs.20/- in non cheque operated accounts.

18.22

BANKER’S CHEQUE (PAY ORDER)

Banker’s Cheques are issued for making payments locally. Issuance of Banker’s Cheque for Rs.50,000/- and above is to be made only through the bank account.

Banker’s Cheques for  Rs.20,000/- & above will be issued with “A/c Payee crossing” only. Validity period of Banker’s Cheque is 6 months. The issuing branch on written request of the purchaser can revalidate the BC. 

18.23

USER FRIENDLY SERVICES

· All our branches are fully computerized.

· Single Window Service facility is available.

· Extended working hours facility is available.

· Remote login terminals and telebanking system introduced at some select branches.

· Installed 341 ATMs at different locations. ATMs are net worked with State Bank Group ATM.  No charges are payable to transact in ATM of SBI and other Associates.  However, service charges are payable to transact in ATMs of other bank like Andhra Bank, UTI etc.

· Issuing ATM-cum-debit card in association with Master card international.

· Sharing ATM, with ICICI, UTI and HDFC.

· Electronic Funds Transfer (EFT) System and Electronic Clearing Service (ECS) System implemented at identified centers.

· Introduced Internet Banking at select branches. 

18.24.
GRIEVANCE REDRESSAL MECHANISM

In case of any difficulty in transacting business, the customers may approach the officer concerned or the Manager of the Division, or the Branch Manager, who will ensure smooth conduct of business. However, if this does not happen, customers may demand the complaint book, which is available in all branches, and lodge written complaint. A copy of the same shall be returned to customer with dated acknowledgement and all out efforts shall be made to resolve the same expeditiously, but in any case within a period of 3 weeks.

He can also drop his complaint in the complaint/suggestion box provided at the branch.

The customer can also approach concerned Regional Manager/ Dy. General Manager whose addresses and telephone numbers are prominently displayed in the banking hall and have his grievances resolved.

The customer can also write to the General Manager (Ops), (Grievances Cell), Head Office, who is the nodal officer for redressal of the grievances for the bank, The Chief General Manager/ Managing Director for an expeditious settlement of the grievance.

He can also approach the following external organizations:

1.   The Banking Ombudsman located in State Capitals under RBI Ombudsman 

      Scheme 2006. 

2.   The District  Consumer Fora under Consumer Protection Act 1985.

3. Directorate of Public Grievances, Govt. of India, Cabinet Secretariat,  Sansad Marg, New Delhi.

4. Ministry of Finance, Department of Economic Affairs (Banking Division) 

      Jeevan Deep, Sansad Marg, New Delhi.

5.   Regional Director, Reserve Bank of India. 

5. Governor, Reserve  Bank of India, Department of Banking Supervision, 

      Mumbai.  

7.   Customer Service Centers at State capitals, managed by the 

      convener of the respective State Level Banker’s Committee  

BEST PRACTICE CODE - CHAPTER - 19

PREVENTION OF FRAUDS – RBI GUIDELINES

AS a regulator, RBI has appointed many committees under the chairmanship of eminent professionals to study and suggest reasons to contain frauds.  Some of the important Committees appointed by RBI and their recommendations on the subject in brief are furnished hereunder.

19.1
Definition of a Fraud:

A Bank fraud is a deliberate act of omission or commission by any person carried out in the course of a banking transaction or in the books of account maintained manually or under computer system in banks resulting into wrongful gain to any person for a temporary period or otherwise, with or without any monitory loss to the bank.

19.2
Ghosh Committee:

A High Level Committee to enquire into the various aspects relating to frauds and malpractices in banks under the chairmanship of Shri A. Ghosh was constituted by RBI in October 1991 to enquire into the various aspects of frauds and malpractices in banks.

The Committee has made several recommendations covering almost all the areas of banking. Out of 121 recommendations made by the committee, RBI cleared 95 recommendations and our Bank has issued circular instructions for implementation of the recommendations. 

The Committee while laying emphasis on adherence to systems and procedures has observed that no Manual or Book of Instruction could prove to be an effective alternative to a vigilant, alert human mind which should always be on the look out for pitfalls in growing and diversified banking area.

19.3
Narang Committee:

In the context of growing incidences of large value frauds and malpractices in banks, the Board for Financial Supervision directed that a study group under the chairmanship of an experienced commercial banker be constituted to conduct an in-depth study of large value frauds i.e., frauds of Rs.1 crore and above reported by the banks to RBI.  Accordingly a Study Group on large value frauds was constituted in 1998 under the Chairmanship of Sri B.D. Narang, the then Executive Director of Punjab and Sind Bank, New Delhi.  The group after making an in-depth study of the various types of large value frauds made several recommendations.   We have implemented the following recommendations.

Know Your Customer Concept.

1. Credit Audit, Appraisal, sanction, monitoring and supervision policy:  The purpose of credit audit is to ensure that all the credit decisions beyond a cut off point would be scrutinised to ensure that the norms of appraisal, review and renewal have been duly complied with.

2. Scrutiny of old Borrowal accounts, insisting on management appraisals and updating every year and QIS duly attested/authenticated by the auditors of the borrowers.

3  Fraud Risk Management Policy:  The Group recommended to formulate a FRMP under the directions of the bank’s board which would go a long way in prevention and timely detection of frauds.  It was suggested that while formulating the policy the bank should take into account the frauds perpetrated on it and other banks in the past as also the modus operandi as circulated by RBI.  The Policy so framed should cover all the important areas of bank’s functioning and focus on the internal control mechanism for fraud prevention.

5. Safeguards in respect of Letters of Credit and Bank Guarantees.

6. Management audit system and its emphasis on analysis of existing control system, its adequacy need for periodical review.

7. Additional safeguards for computerised and telecommunication banking.

8. Safe custody of critical items of bank stationery.

9. Scheme to honour, alert bank staff for timely detection of frauds.

19.4
Dr. N.L. Mitra Committee: 

As per the directions of the Board for Financial Supervision, RBI had set up a committee on legal aspects of Bank Frauds in September, 2000 under the chairmanship of Dr. N.L. Mitra..  RBI has circulated the recommendations of the Committee and the contents of the recommendations have been circulated to all branches.  The following are the important recommendations of Dr. N.L. Mitra Committee:

2. Development of Best Practice Code (BPC) for the management and functional staff: The Committee indicated that detailed procedures followed in general when well documented and experimented with desired result become BPC.

3. System of internalization of BPC: The committee observed that there should be adequate in-house training system for internalizing the BPC and all the directions of the instructions and regulations.

4. Internal Check and Internal Control: The Committee observed that the required checks and controls are not strictly adhered to by the banks which ultimately will lead to frauds.  Considering the importance of the recommendation from the fraud prevention angle suitable instructions were issued through various circulars.

5. Legal Compliance Certificate: The Committee suggested that a legal compliance certificate be mandated in all transactions exceeding a value limit.  In case of exercising Discretionary Powers, banks are required to have a system of building up data on exercise of Discretionary Power.

6. Appropriate Incentive System:  The Committee recommended for appropriate incentive system for judicious exercise of discretionary power.

7. Liability of the accounting and auditing profession:  The Committee has recommended that if an accounting professional, whether in course of internal or external audit or in the process of institutional audit finds anything susceptible to be fraud, or fraudulent activity or act of excess power or smell any foul play in any transactions, he should refer the matter.  Any deliberate failure on the part of the auditor should render himself liable for action.

8.  Legal Compliance Audit: All banking transactions like opening of different types of accounts, sanctioning OD facilities, opening of letters of credit, opening and operation of FCNR accounts, etc., have several procedures to be followed.  The Committee, therefore, recommended that if the transaction exceeds a cut off amount the concerned staff should certify that all the stipulated conditions are complied with a during internal audit such certificate has to be checked by the internal auditor.

19.5
M.R. Mallya Committee:

The Preventive Vigilance measures suggested by the group have been circulated to all branches for strict adherence and to pre-empt occurrence of frauds in Housing Loan Accounts.

On strict implementation of the recommendations of the above committees, it is possible to avert/contain the frauds.  All the branches are advised to strictly adhere to the circular instructions based on the recommendations made by different committees besides instructions issued based on our experience.

