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Subs.. Prudential nemms for Income

e Recognition, Ascat Classification
ahd provisionin,: thereof ,

{,. by

n order to reflect a Bankt
health in its Balance Sheet, prudentiay norms for income
Trecognition agset classificdtion and pro

visloning thereof
. ¢ has been fixed by thé Resorve Bank of India/ NABARD which

have been circulated by 4 . ".0.5,,0rigsa and A.G.C.S.,Orissa
to Cooperative Banking iﬁﬁtitations in the State under
various circular‘covers_for vaelr strict*implemenﬁation.
It has been made clear in the sald circulars that the income

. Tecoghnition should be based én record of T'ecovery only and

- U any unrealised income should not be taken to P/L account

¢ as Income. If such ugmrealised income is taken to P/L, account
be made 1ike "Overdue

; ( provision of equal: amount_has to.
L generated an loan but not actually

8 actual g financizl

- Interest Reservel on income
realised,

Of late it has come 0 notice that in case of
- cash oredit,overdrafts and loan accounts wherg system of
-{_Compounding interest is dpplicable as per sc
¢ the Banks are debiting the Bor
:"the interest'accountAthe dmount of interest genersted on
ff‘such 1oans,Therefore, even\thbugﬁ such generated interest ig
:{Tnot realised'during the ye:r, it ig shown collected and

Eéadded to loan balance bf.borrower.This is oompletgly against
" recognition and not

éQ*'tter and spirit of norm for income
: ial position of the Bank in the

hemes of finance,
Towers accounts by crediting

¢ "eflective of correct Linang
.. Balance sheet,

_f _ In order to Ciaeck this erroneous practice
j?the following instyuctions are issued now. _
:éw, Interest realised on any Loan should be
{ecognised strictly on the
{ o% out of fresh/additiona]
iijhe borrower concerned
@gﬁransaction.

basis of reeord of recovery and
credit facility sanctioned fo
swhich is, otherwise,called paper
P.T.0,
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2e . Interest .. wczed.in respect of ﬁcrf&ﬁLk 5}5
assets may be taken tr . .me account as the 1nLercst |
reasonahbly ex@ected te e ecelved But in such case whex Cif

the accrued interest ce.»':d %o such borrowa_qccount, da C;

not actually..recived befcr:. the énd of the year i.e 31a% {_

@

March or7the"sccdunt has to be treated. as- NPA ocfore
close of the year, such un. reqllsod 1ntcrcst has to be
reversed. by debit &o P/L account apd credited to overdue
_ 1nterest Reserve"Account/beoause thls unreallsed lntGPESu
-mnount Also becomeN P Es.. o B
o o ., Por example ,if accrued 1nterest ;g Rs « 5000
in respect of a performlng advance of a borrowsr, ; the
'fOllOWlng entrles can be passed in books of accounts.
‘(DR)BoEio%ergayAccountm& «5000/ ~ "
(CR)In rest AccounL ~m.)OOO/~- , .
It this. accrued int crest is- n0b actually
re&llsedlat the end of same aocountlng year, the amount
of dccrued 1nterest ig %o be reversed by pas51ng the
-fellowznp entrles,_

DED © O T3 OeDNED O ¥ 080,

- (Dr)P/L Aocouny—- .Eouﬂf- : %@5
_ (Cr)Ove? Due Interest Cnes ve A/c~m 5000/~ -
S While ma o 4rov;slon, the amount held in Qg{
ove?due_interest Rese s [ - pexrforming 1oans'und advances %}5
_should be deducted from i : sggregatelloahs and advances ¢
throu ghreverse entry, 8 &
R S ~In case this accrued 1nteresL is realised o
;_subsequently, the followlng entires are to be passed. o
(Dr)overude 1nLereet Reserve A/ c=Es. 5000/~ Q;E
“{(Cr)Interest Accounf—m.gooo/n ' . _ &
"D ~ Accrued interest in 1espcct of non—pcrformlnr $
assets(qdvances) 1s to Dbe debited to interest Receivable €

Account and correspoqdlnb amnount credlsed to overdue
interest Reserve AC\OUHL-FOL ‘example, if interest. acorued
“in respect of a cash credit loan of q'borlower of N.Pih.
account is R.5000/~ the followmng accountlng entries are
to be passed. x

(Dr) Interest Reoelvablc Account—% 5000/-
(Cr)Overaudterest Reserve Accountmlss5000/-
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: 'advances, 1t 1s adv1sed
" pacords’in resPect thereof to facilltabe audlt

'Vlnspectlon and mana”enenu of. the Bank to 1

Subsequently if lnteres is actuaLly reallsed,
the following accountlng entires are to be passed
(Dr) Cash/Bank Accountis . 5000/ -

~{Cr)Interest Accountels. + 5000/ -
_(Dr)Ove due Interest Reserve A/cnm.BOOO/-
{@r)Interest Recglvable A/c.}5.5000/~

The Banks are to show'Overdue. Interest Resera
et on Llablllty side of Balance Sheet. Slnce the qbove
account would contain ovenedue interest . reserves’ ln

respect of both performing and non—performlng 1oans and
to maintain. senarate xﬂxEXEx

now - the

rdlatlve qmounts. L :
Thls (SRR SRR o lnstructlon shall have

SR J.mmed:t.ate eifect Th Ancla]_ S’Ga”tements O_L:_"_l’le : |
i Banks for 2005"200‘5r L “nWards should reilect the SR
*1p051t10n in the abO\ % ner, T -

 _Memo Wé..;;;q?;”ﬁf-jbéted:ﬁ }l 2,o<nw

Copy forwarded ‘to the Managlnf Dlrecuor,
0 S C B /OSCARD/Sccrc tary of all C.C .Bs/Secretary of .
11 U.C.Bs/Chief Executive thrik Utkal Coop.Banking =
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