ECNo. 39 / DoS — 11/ 2023
T8I URUA F. 39 /19 - 11/ 2023

06 March 2023

Ref. No. NB. HO. DoS. Pol. / 5045A / J-1 / 2022-23
9.8 IS, UbT. M. Tid / 5945A / -1/ 2022-23

gl ey ez

All Managing Director

Tt I FgHR] o8P

All State Cooperative Banks

UsY =/ e SRIeR! RHRI

The Managing Director/ Chief Executive Officer

gt forer Beiia FgHRI deb

All District Central Cooperative Banks

At L EPY o P

®

NABARD

Madam /Dear Sir
daTe & 3801 @9 §RT 3F6i® | Divergence in NPA classification
Sf&rat & arffe<or & ume e fages observed by NABARD Inspection

TS 39 gddelt ufthamat & HmT &
w0 # 3T AURon, 3a aefiexor 3R
TagA  (AMEIRTAT) W Aler
farderqot Arecst afed ot grT 3guTer=
q AU # Agcaqu! faaee & Al
A 3T §, [ BROT Jepridd g
faror & & focir Rufa & a &
T 3R Avuey gEdR T g €.

2. 3@ @AY H 37U f&A® 31 39
2017 @ ST G depi /e

Team
NABARD assesses compliance by banks

with extant prudential norms on income
recognition, asset classification and
provisioning (IRACP) as part of its
supervisory process. There have been
instances of material divergence in
banks’ asset classification  and
provisioning from RBI norms, thereby
leading to the published financial
statements not depicting a true and fair
view of the financial position of the bank.

2. In this connection, we invite a
reference to Circulars No.
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ACAA! eI ddl B TR THAR e
gRus  H®Am  225/311.20/2017-18,
el ¥, ud.gar.Afd/2233/91-1/2017-
18 3R feamd 27 HE@ 2020 F IART
are gRus d&ar 47/319.11/2019-20,
e ¥ wams/Afasi4aszsa-
1/2019-20 ¢ T &l 5T HEhRT
dot/foenr  ACgadt TEerr ddf @
e & TereT urag e 3R @efla
dp & TifRe @ wed & Ty
fafeorepar IfReIRAT gRT Uw v
foge &l |3 A F IR H giad
forar a1 aifer @ I iU & @& &6
U @ arEr 3R ey @t H 0
& afeat F sa ¥ F gofigpa fear &
AR g a¥ & 39 A 39 W 3ugH
] § gaar fear o g

3. HAET e W IE U IAT ©
fp o do 3l M WA Red do
g1 fauiRa Rdeqet AEet & 31gaR
Foil 3R 31T & geffaor A g @
glafa adl & @ §; et Rae #
s fogea &g qof uraurd =& fean
T ¥ 3R moT @ 3T ol a¥ &
37d do 3ol 94 {&d &. S9d 3T,
faeor Rae & e s e s
3R FHoT @rar & 3T fadT av & 39
dd Ao I /d &S dANG, O
gifafdes cramdlets 3erer fodfg af &

225/D0S.20/2017-18, Ref. NB.HO.POL
/ 2233 / J-1/ 2017-28 dated 31 August
2017 and No. 47/DoS-11/2019-20, Ref.
No. NB. DoS/POL/ 3437/ J-1/ 2019-20
dated 27 February 2020 wherein
StCBs/DCCBs were advised about
making  provisions  against the
divergence and share the divergence
observed by the Inspecting Officers with
statutory auditors of the bank concerned
to enable them to verify that the
classification of such accounts and
similar other accounts in the same
branch and in other branches of the bank
and provisioning thereon is correctly
done in the bank’s book as at the end of
the financial year.

3. On a review, it has been observed
that some banks are still not ensuring the
classification of loans and advances
strictly as per prudential norms
prescribed by RBI; the divergence
pointed out in the inspection reports are
not fully-provided for and the loan
accounts remain non-performing at the
end of next financial year. Further,
despite the divergence being pointed out
in the IRs and despite the accounts
continuing to remain non-performing at
the end of next financial year, some
Statutory Auditors are not ensuring
proper classification of assets while
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3id # GraEfedt o 3ifdd v ¢d gF7g
feaat @ 3fd asffexor gafRa =&
o fAeTor 2022 & ST 3@ TefRar
¥ @r I .

4,  TCgER, BH A & TR TS
el db /e A%gadt @earll d6
aErs gRT faued & 9 # Rfga feo
T @rdt @1 3fAa geffeer gAafa &t
3R Ig Fcafia & 6 dF & & IR
ST e & 33Ieg Widl & gafiepor
U ¥ U FRIT 91T & 3R SHG FHET
3T UTauTe .

5. 3Hd 3o, & FRAd X © b
3eTotp INRETAT & Jeifeior & 39 ate
& fagea & gaghy @ aefar & g
SITEan 3R 3RnEaed da & [Werd
R Red do &1 _fawes sRas
$r RAwRer Hr S gohdr T

6. PUAT 3H URUT HI UrEdl IS
T /hgfad ueer & Tud goR &
HEATT Pl .

AR
g /-

(& vy gufad)

ALY ATTYUD

finalising the books of accounts as at the
end of next financial year. This has been
viewed seriously by RBI during the
course of Biennial Financial Inspection
2022.

4. Accordingly, we reiterate that
StCBs/DCCBs may ensure proper
classification of the accounts identified
as divergence by NABARD and verify
that the classification of similar other
accounts elsewhere in the bank are done

properly and create appropriate
provision thereagainst.
5. Further, we advise that the

recurrence of such divergence in NPA
classification will be viewed seriously
and regulatory action may Dbe
recommended to RBI against the
recalcitrant banks.

6. Please acknowledge the receipt of
this circular to our Regional Office in
your State/ UT.
Yours faithfully

sd /-

(K.S.Raghupathi)
Chief General Manager
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