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The Adssiataent Auditor General,
Qooparative wocielies of Clreleds

Stubgen Circular o e of Direetors of
: - 08CB and DCCBS, .

Madan/ B r,
Enclosed plecse find herewlth the copy of the

FABAED Circular No'w187/IDDf0S/2010 on Rle of the Board of
Pirectors of SOB and DCCBs (D0's and Don'ts),

You are requested to clreulcle the abovae guidelines

amongst the euditors under your adninigtrative Contrel ineludi

the concurrmn'i: euditors jfor th@i r guidanc@;mczudjit of Gentrel

Yours .lcfaii:h.‘;lly»
AT
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duditor Genaraly
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. The NManaging Directer / CEQ AN
| . Al S Coopuratve Banks/District Central Cooperative Banks
- - Denr 3y
1 -
r /- Fole of the Directors vn the Board of Directors of
Al N 8GR GCDa = Code af Conduet (Bo’s anil Dog'ts)

. Plesse refer to ouwr eircnlar No, 194 / 1DD - 21 / 2006 {Ref. No, NBIDD.COOQP.ST / 188 /-V.20 /
2006 ) dated 16 November 2006 on the captioned subjeet advising that the Boards of Directors of
C Caoparative Banks have the responsibility of oversecing the performanee of the respective banlds
operations and cnsure that they funetion in accordance with the guidelines issued by the
RBUNABARD/Gol/Stlate Government and achigve the objectives of good governunce and deal with
issuey of viability and sustainubility. The various Cooperative Secleties Acty, the Dye-laws frumed
there urder and model Bye-luws spell out the duties, functions and obligativns of directors of these
bonks. However, in the post implementation of the (ol Revival Package for Short Term Cooperative
Credit Stuctures (S§TCCS) and ‘Agricultursl Debt Waiver & Debl Relief schume 2008, the
= {Covperative Tanks nyed to further strengthen their Bourd of Directors in order to discharpe their
dutics effemively. In view of this the Code of Conduet (Do's & Don'ts) for the Noard of

20 5 % Direclera bas been revicewed and the same {s given in the Annexure,
RN S

.73«;-17"«}{:#’ 2. Constitution of Board of Directors - Eligibility of Directors :

) The Fiv and Proper Criterin as prescribed by RBI should be followed in the constitution of Board of
Dircctots of the Bank, Since the dircetors are elecied from amongst the members (uxcept co-opled
and neminated direrors), the persons who wre hot eligible for admission even as members cannot act
a9 promoters or become dirgctors of the bark. In particular, persons engaged in money lending,
fiancing and investment aclivities, cither in indlvidual capacity or as preprietor/ pariner/ employee/
director of any concern as ulso those convicted of any cviminal offenses including moral turpitude
are ineligible in terms of clause b (ii) of the model RBye-law no.9 andfor the provisions contsined in
the Coopurative Socictivs Act (concerned). The Board of Directors (BODs) is primarily concerned
with the formulation of policies keeping in view the guidelines issued by RBI, NABARD and
State/Central Government, The Board should also exercise overall supervision and control uver the
functiening of the bank, leaving day to day administration to the Chiel’ Executive Offiver (CEO) of
the bunk.
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inanagement of ‘hh ulhurs ot the bank. 'This caih for a certairi dmeree of professionalism in the
Bourd of Dirvetors, To ensure professionalism in the Board, the banks should adhere 1 the criteria
preseribed by RBU in this regard under "Fit and proper criterin®. The hanks should also have a
suttable provision in their Bye-laws to ensure this.

P

' <. Role of Board of Directors - Code pf Conduct (Do’s and Don’ts) ii
Roard of Direetors of the Cooperative Bank should ensure that propur loan policies are adopted and C

,‘ followed. It should be ensured that all ciroulurs and other material refaling to policies fssued by
! RBENABARD/Gol/Sune Government are seen by overy member of the Board and also placed
i before the Moard for suitable action, Do's und Dont's issued by us vide our above referved citeulay
| “have been reviewed ad an illustrative Code of Conduct which includes the Do’s and Lon'ts for
l guidance of the dircctors of Cooperative Banks is given in the Annexure. fnt nrder n ¢nsire

Cwdherence to the code of conduct we expect that, ence the standards are formulated the sume
\ slould be sipned by the Rirgctors in witnexs of RCS and NABARD, The list is illustrative and not
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exhaustive and is notwo be regarded as a substitute to the specified duties, responsibilinies or vighes
v of the Board of Dircetors as enunciated in the cooperative law and / or Bye-laws of the respective
" banks.

i
i;i

\/é. & copy of this cireular may be placed in the ensuing Bourd meeting.
6, Please acknowledge recelpt of this circular to the concemed KO of NABARD.

Yours faithfully
s~

(Suraj Than)
Chiefl Gemeral Muanapger

Encl: Annexure : - C
Note: SCH i requested to eireulate coples of elecnlay along with enclosures nmong DCCBs in the Stnte : L
1IN
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ANNEXURE -

CORE OF CONDULT for the Divectors of the
Pank’s Board of Divectors approved by the Board

FMEED AND OBIJECTIVE OF THE CODE :

A3 part of Corporate Goverpanee, a Code of Conducl for Rircetors on the Doard of an oty and 1y
Sunior Management needs 10 be laid down. Senior Management has buen delined w include
parsannel who are members of its Core Management (top Exgoutives at the level of Generl
Managers) and funclional heads excluding the Board of Dircctous. Aucordingly the Dank bay luid
down this Cada for its Dircetors on the Poard and ity Core Management,

T, BAMNK'S BELIEF SYSTEM ;

Thiz Code of Conduet atiempts to set forth the guiding principles on which the Bank shall operate

“ and vonduet its daily business with its multitudinous stakeholders, geverument and regulatory

npencios, redia, and anyone else with whom it is connected, It recognises that the Bank is a trustes
and eustodian of public money and in order to fulfill its fiduciary obligations and responsibilities, it
has to maintain 2nd continue 10 enjoy the trust and confidence of public at large. The Dank
scknowledpes the necd to uphold the integrity of every wransaction it enters into and believes that
honesty and integrity in its internal conduct would be judged by its external behaviour. The Bank
shall be committed i all its actions to the interest of the countries in which it operates. The Bank s
conscious of the reputation it carrics amongst its customers snd public at furge and shall endeavour
to du s}l it con to sustain and jmprove upon the same in its discharge of obligations. The Bank shall
continuo to initinte policics, which are customer centric and which promote financial prudence.

X1, PHILODSOPHY OF THE CODE:

The Code hos certpin expectationy from the members of the board ~ Do’s and Don"ts for the
IMrectors ¢n the Board of Directors of Cooperative Banks which are as follows:-

(=) Corporate Governanee

The Directors should ¢

1.  equip with Cooperative Socicties Act, Bye-laws & Rules,

ii. attend tho Donrd meeting regularly, participate effectively and work in a spirit of "Cooperation
must sueceed”.

iit. receive ngenda notes in advance and study us regards to quality of content and coverage.

iv. involve in formulntion of general polley and its implementation by monitoring performance of
the bank at regular intervals,

v. ensure that selection of CEO as per "Fit and Proper Criteria” prescribed by RBI.

vi. ensure adoption of a proper HR policy in relation to recruitnent, placemen, promotion, transfer
and training.

vii. strepgthen internal check and control mechanism as regards o scgregation of duties and
rosponsibilitics and fixing accowttability. :

viiigtrengihen intemal audit system & vigilance mechanism and its timely reporting and follow up
action thergon.

. carelully peruse suditzeport & NABARD Inspeetion Report and ensure timely compliznce.

x. vaview of [rauds commiticd.

xhe limely reporting and action taken.
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rdeli ] : Centrl GovesRIALY
Wit ensurc obgervance of stattory requipements and pujdelines issued by Central (o
MABARD/S e Govt,

(b) Business Development Role ;

i framing and adoption of Loan policy and Manual. .

i, review off devannd based diversified loan porifolio lo have hehter inceme.

i review of deposits with reference to high & low cost.

v, efficicnt management of funds and improving profitability. ‘

v. veview of investraent management and form a Committes to manage 1.

vi. budgeting of income & expenditure, performance & profitability review.

Vil, spotting new business activities inclusjve of non fund business,

viil.review of branches especially 108 taking branchus.

1, loany sunctioned by CEQ/GM to be put up to the Bourd,

%. creats elfeclive follow up and monitoring sysiem for prompt and timely recovery and reduce
fevel of MPAa and overdues. o

lo analyse the trends of economy, assist in the discharge of management's respensibility to
public ond formultion of measwres 1o lmprove customer service and be pencrally of

constructive ussistance 10 the bank manngement,
xii. review of Arbitration cases cases,

sl

(¢} Development aspects : . . .
The directors should bestow autention on the following aspeets of the bank's workings and funclions

i proparation of Development Action Plans for suecessive financial year (Exan;p]e - for 201412,
it should be prapared and eppraved by Board in March20711.)
. Implementation of plan should be monitored at quarterly intervats.

il involvement in Qovi. Sponsored/Natiohal priority ptogammes also promoting SHGs, JLGs,
Farmers Clubs ete. or grenter financial inclusion,

iv.- ereate environment for slfective coordination with higher and lower tiers.
v. wstoblishineny of proper MIS and intensifying computerisation procesy,
vi. monitoring of key risk areas, d

- steps for financial literacy and eredit counseling,

(2) NonInterference

The directoss should nog »
L interferc in the dayvtielay funetioning of the bank.
il involve themsclves in the routi

ne or every day business and in the mansgement funchons,
i Send instruetions / directions 1

U any Individual otficer/ employes of the bink in any manner.
(b} Mo Spnmﬂvrship :
The direetors should not

- sponsor aiy loan proposal, buildings and sites of bank’s premises, enlis
Coniraclors, archites s, doctory, |

) ‘ awyers, ¢,
o approach or influence for sanction af any kind of facility.,

ttent of empanelment of

~cec0 000000
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ANNEXURE

CORE OF CONDULT for the Divectors of the
Dank’s Board of Diveciors approved iy the Board

L MEED AND OBJECTIVE OF THE CODE :

As part of Corporate Governance, a Code of Conducl for Direetors on the Doard of an cotity amt ivs
Senior Manngement needs 1o be laid down. Senior Management has bevn delined o include
personnel whe are members of its Core Management (lop Exscutivea 8t the level of Genernl
Managersy and functional heads excluding the Board of Directors. Accondingly the Dankc hay laid
down this Code for its Divectors on the Board and its Core Management,

1. BAMNK'S BELIEF SYSTEM .

Thia Code of Conduct altempts 1o set forth the guiding principles on which the Bank shall operate

- and vonduct its daily business with its multitudinous stakeholders, goevernment and regulatory

agencios, media, and anyone else with whoin it is connected. It recognises that the Bank is a trustes
nad custodian of public money and in order te fulfill its fiduciary obligations and responsibilities, it
has to maintain and continue to enjoy the trust and confidence of public at large. The Bank
seknowledges the need 10 uphold the integrity of every transaction it suters into and believes that
honesty and integrity In its internal conduct would be judged by its external behaviour, The Dank
shall be committcd in al} its actions 1o the interest of the countries in which it operates. The Bank is
conscious of the reputation it carries mmongst its custorets and public at large and shall endeavour
to du sll i can 1o sustein and improve upon the same o its discharge of obligations. The Bank shall
continue to initinte policics, which are custotner centric and which promote financial prudence.

111, PHILOSOPHY OF THE CODKE:

The Code has cestain expestations from the members of the board - Do’s and Don’ts for the
Directors on the Bound of Directors of Cooperative Banks which are as follows:-

{2} Corpurate Governance |

The Directors should :

i, equip with Cooperstive Societies Act, Bye-laws & Rules.

i, atiend the Doard meeting regularly, participate effectively and work in a spirit of "Cooperation
must succeed”. |

iii. reecive sgenda notos in advance and study us regards o quality of content and COVETRES,

iv. involve in formulntion of genersl polley and jus implementation by monitoring performance of
the bank at regular intervals,

v. ensure that selection of CEO as per "Fit and Proper Criteria” prescribed by RBI.

vi. cnsure adeption of a proper HR policy in relatton to recruitment, placement, premotion, transfer
and training.

vii. strepgthen internal check and conwrol mechanism as regards to scpregation of duties and
responsibilitics and fixing accountability. -

viii.strengihen intemal audit system & vigilanee mechanism and its timely reporting and follov up
action thergon.

ir. carelully peruse sudit report & NABARD Iaspection Report and ensure timely compliznce.

x. review of frouds commitied.

xi. 1imely reporting and action taken.



i idelines issue Central Gove/RIE
xivensure ubservance of statory requircinents and guidelines issned by Cenural Govi
MABARDState Govt,

(b) Businéss Development Role s

1. framing and adoption of Loan policy and Manual, .

i review of demand based Jiversified loan portfolio lo have befter income.

. review of deposits with reference 1o high & low cost.

v efficient management of finda and improving profitability. _

v, review of investment management and form o Committee to manage it.

vi. budgeting of income & expenditure, performance & profitability review.

Vil spotting iew business activities inclusive of non fund business.

viil.revicw of branshes especially logs thaking branches,

1. loans sunctioned by CEO/GM to be put up to the Board,

*. croate slfcclive follow up and monitoring sysiem for prompt and timely recavery and reduce
feve) of NPAS and overdues, .

Xi. lo analyse the trends of econormy, assist in the discharge of management's responsibility 1o
public and formulution of mensures 1o improve customer service and be generally of
constructive assistance tu the bank management.

xii. review of Arbitration cases ¢ases,

{¢) Development aspecis : _ _
The divectors should bestow autention on the following aspeets of 1he bank's workings and functions

i.  preparation of Development Action Plans for successive financial year (Example - for 2011-12,
it should be prepared ang épproved by Board in March 2011.)

i implementation of plan should be monitored at quarterly intervals,

il involvement in Qovt. spunsored/National priority progammes also promoting $HGs, JLGs,
Farmners Clubs ste, for greater financial inclusion,

V.- Grests environment for effective cotrdination with higher and Jower tiers,

v. establishiment of proper MIS andg intensifying computerisation process,

vi. monitoring of koy risk areas, - i

vik. steps for financial literacy and eredie counseling,

(7) Non-Interference s
The directors should not :
L interfore in the dayetoeday funetioning of the bank,

u involve themsclves i the routine or every day business and in the management functions.

U send mstructions / divections 1o any Individual officer/ em ployee of the bank in any manner.

(I No Spnmr_wship :

The digcetors should not

Lo sponsor any loan proposal, buildings and sites of bank’s premises, enlistment op cmpanelment of
_ Goniraclors, arehitecis, doctory, lawyers, ete. :

e approach or influenee for sanction of any kind of facility,
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i, parteping

fre directly oy indirecily

in the Doard discussions, if a proposal in which they
11 in advance, o the

interested, comes up for discussions, They should disclose their interest, we
Chief kxecutive Officer and the Boord,
. SPONSUT any candidate for reeruitment or pr

pppointment or in tracsfers of staff.
o unything which will interfere with an / or b subversive of maintenance of discipling, good
condust and integrity of the staff.
involve themselves in any  maler
appeintent, transfer, posting or s promotion ot o redie
cmpleyee.
Vit encouraygs the individual officer/ employss of wpions appre
viil.As u general sule, the Directors should avoid conducting B
othet person Or any firm, Company Ot Associalion in which the relotive of otheér porson 18
aggociated in any significant role, 1f such a refated party ransaclion i3 wnaveidable, they must
fully disclose the nature of the relutett party uansaction 10 the appropriate puthiority, Aany
denlings with a related party must be conducted in such a way that no prefersntiul tgatment 18

piven to that party.
i%. In the ease of uny Ot
appIpIaLe authority should after due

amotion ar imerfers in the process of selecion/

y

relating to personael adminiciration - whuther it 15

vi.

gsal of individusl grievances ub any
aching them in any maner.
anl's buginess with a redaive or @y

wr iransaction or sltuntion giving rise to conflicts of inwress, he

deliberations decide on iis impact.

(%) ConhHidentiality

i the directors should not reveal any information relating o an

as, he is under onth of scercey and fidelity. '

the direclors are expected 10 ensure confidentiality of the bank’s agenda papers / noics. The

bour) papars may prdinarily be retarned to the pank after the meeting.

iii. the direcfors chowld hot directly call for pupers/ (iley/ nutes recorded by various departmems [or
serutiny. eta. in respect of agenda items lo be discussed in the meetings. ‘Al infornaticn/
clarification that they may require for toking a decision should be made available by the

constitugns of the bank 10 anyoue
WAL

ii.

executive. -
a dirsctor pay indicate bis directorship of the bank on his visiting card or leter head, but the

logos of distinctive design of the bank should not be displayed on the visiting card/ lenter head.
v. the directors should ensure that the bank's funds are utilised in 2 proper and judicious manner

for the benefit of gencral members.

rovision of this Code of Conduct for a member of the Bank's Board of
of Directors of the Bank, The maters

tance to the Bank, s stakeholders and
pustness in accordance

iv.

Any walver of atty p
Direciors musi be approved i writing by the Board
covered in this Code of Conduct aré of the utmost impor
its buyiness partners, and are essenilal to the Bank's abliily fo condnct its

with its value sysfent

I Arave received and read the Bank's Cade of Conduct and agree to comply with the sente.

Signalurg
Nate
Designation
Date

Place

You e

ettt a et

—a

2018
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Neoger The Codg of Condtic (lisg of Do's and Dant’s) is only Hlusiradve.
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6. The sanaging Direclor,
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Deputy General Maniyser




i, parliciping

v, sponsul any conchdate for

y A
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A
they e directly ui ipuitectly

in the Board discussions, if 8 proposal in which
t, will in advanue. o the

tpteresied, comes wp for Biscugsions, They sheuld disclose their interes
Chief Rxecutive Oificer and the Board.
reeruitment or promotion ot taterfers in the process of seleion

apponument of in wwansfers of staff.

v do anything which will interfere with an / or be qubversive of maintenanes of tseipline, goad
condust and inteprity of the stalf,
inwolve \hemsolves in any matter
appointment, transfer, posting or & promotiol
cmployee.

vil. gneouraye ihe individual
Vil As u general rule, the Directors shou

| apdminisiration - whother it 15

relating to personns
{ of individual grievances ol any

vi,

v or a redressa
officer/ cmployss or unions approaching therm I any THater.

10 avoid condusting Bank's puginess with a relative er any
other person Of iy firm, Company @1 Association in which the relatve or other person 18
acgociated in any significant role. If such a related party iransaction is unaveidabls, they must
fully disclose the nature of the retutctd party wansaction 1o 1he appropriate atliority. Any
dealings with a selated party must be condueted in such 3 way that no preferential usatment 13
given to that party.

3. in the case of wny other transaction or situa
appropriale authatity shoutd after due deliberations dectde on s unpact.

tion giving rise 10 conflises of nserests, the

(¢) Confidentialily
the directors should not revesl any information relating to any consttuent of the bunk 10 anyoue

ag, he is under oath of scercey and fidelity.

ii. the dirsctors are expected 1o enSUIe confidentiality of the bank's agenda pupers
bourd papers may ordinarily be returned to Ihe bank after the megting,

 {he directors should hot ditectly call for papery/ files/ nutes recorded by various departments for
serating. ete. In respect of agenda items {0 be¢ discussed in the meetings. ‘All information/
clarification What they ray e decision showld be made available by the

/ noigs, Lhe

quire for taking &

execative.
iv. a director may indicate his directorship of the bank on his visiting card or fetter head, but the

logos of distinctive design of the bank shiould not be displayed on the visiting card/ leter head.

v. the directors should ensurs thot the bank's funds are utilised in a proper ond Judigions mannce

for the hencfit of gencral members.

Any walver of any provision of this Code of Conduct for a mentber of the ank's Board of

Directors must be approved In writing by the Board of Directors of the Bank. The matters
corvered In this Code of Conduct are of the utmost imporfance to the Dank, its stakeholders and

its Buyiness partners, and are essentlal fo the Bank's abllily to conduct its business in accoridance

with its value sysfent
I Bave received mmmmmamm;mmﬁmmmm._ssa.m.@.

Sippaturg 4 —
Name :
Desipnation,  { e
Date : 2010
Place :

Note: The Code of Conduct (tist of Do's and Dant’s) is ont illysirative.
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