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Wesak link : As observed by Committee on Financial Sector
Assessment (CFSA) 2009 UCB Sector remains one of the weak
links in the Indian Financial Landscape. High levels of NPAs of
UCBs till continue to be the major area of concern.

Besidesit, the UCBs are facing problems of —

* Crises of Credibility

* Severe and unhealthy Competition

» Threats to survival

» UCBs exposed to vulnerability of other entities in cooperative
sector asawhole

merely written rules or regulations or code of ethics.

e FEthics & Transparency are cardinals of Corporate
Governance.

Evolution and Implementation of the Concept at Global

Level.

» Corporate Governance evolved and introduced as remedial
in corporate sector for forbidding the wrongs or unethical
practices.

* Appointment of Various committees at global level to address

theissue and give recommendations.

* Problems of individual UCB

One Point Agenda of TAFCUB: Indentifying
potentially viable and non viable UCBsin the states and
suggest reviva path for the viable banks and suggesting
non-disruptive exit route for the non-viable ones.
This cannot be done without evaluating the standard
of Corporate Governance existing in the bank. For

. Worldwide economic crisis and corporate
debacleshaveproventheinadeguacy of regulatory frame
work to bring the best out of corporate management.

. Establishment of GATT and WTO regulations
also emphasized the need of good corporate practices
i.e. Corporate Governance.

Corporate Gover nancein Banking sector.

debacles of some UCBs and weakness, aberrations

in UCB sector, the main reason is lack of Corporate

Governance.

Corpor ate Gover nance— T he concept

* Need for a system for ensuring the protection of legitimate
rights and long term values of shareholders and the necessary
manageria behavioral/ good management practices.

» Here the concept of Corporate Governance was perceived and
introduced in corporate sector.

Cor por ate Gover nance— concept & Objectives

“CORPORATE GOVERNANCE is a system by which companies

are directed and controlled”.

* Protecting the long term interest and enhancing the values
of shareholders and other stakeholders (viz., customers,
employees, creditors, bankers, regulators and society at large)

* Harmonizing rights & interest of shareholders and stakeholders
by continuous exercise of striking balance.

* Reducing the risks normally faced by the company/
organization.

* Responsibility to introduce and effectively implement
Corporate Governance is exclusively of Board of Directors in
amanner that it becomes way of organizational life and not

o..@
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OECD principles 1999 also dwelt upon the
issue of Corporate Governance.

. Guidelines of Basel Committee on Banking
supervision issued to supervisory authorities in different
countries. In India....RBI

Corporate Gover nance in Banking Sector of India

* Social control, amendment of BR Act 1949, nationalization in
1969 and 1980.

*  Measures such as directed credit and subsidized interest for
needy sectors.

* Implementation of prudential norms.

*  Steps by Central Government to divesting its shareholding to
33% in Public Sector Banks.

* Appointment of various committees viz. Narasimhan
Committee, Nareshchandra Committee, Narayanmurthy
Committee, Dr.Ganguly Committee.

» Deregulation of interest rates and greater autonomy to banks.

»  Thrust of RBI on disclosure and transparency norms.

*  CAMELS Rating.

» Risk based supervision.

Cor porate Gover nance— The Practical Aspect

*  While implementing and practicing the Corporate Governance



it is necessary to examine and introduce certain elements
which stand as Hallmarks of Corporate Governance.

» Establishing and well defining strategic objectives and set of
corporate values and meansto attain them (vision and mission
statement).

* Endeavour to enhance the value of stake holders and
harmonizing their interests.

*  Competent Board with independent disposition assisted by its
various committees and senior management.

* Documentation of definition and understanding of the role,
duties, responsihilities, accountabilities of the Board, its
Committees and Senior Management.

* Appropriate supervision by senior management.

e Transparency at Board level and all levels
management.

*  Comprehensive risk management and control mechanism.

» Effective internal control and audit system.

» Assurance for compliance with applicable statutes.

Corporate Governance—Relevance and Need for Cooperative Banks

* Cooperative organizational structure is very unique and
innovative.

* Proper understanding of cooperative culture, cooperative
ethics, valuesand principlesisessential to evaluated Corporate
Governance in the context of cooperatives.

Regulatory measures taken to introduce the Corporate

Governancein UCBs

* Amendments in BR Act 1949, to introduce professionalism in
Cooperative Banks.

» RBI guidelines prescribing Dos” and Don’ts for directors.

* Appointment of Madhavdas Committee and its
Recommendations in 1978.

* Appointment Narsimhan committee on banking sector
reform.

* High Power Committee.

» Joint Parliamentary Committee 2003

* CAMEL Rating Guidelines.

*  TAFCUB and MOUs with State or Central Government.

» Risk Based Supervision.

* Risk Management/ Risk Management Audit.

M easuresin Cooperative Acts

*  Comprehensive provisions for composition of Board
representation to various sections of the society.

* Prohibitions on loans and advances to Directors and other
restrictive provisions to avoid malpractices.

» Explicit provisions for fixing accountability of the persons
involved for financial loss caused to the bank, and also for
negligence & false reporting on financial state of affairs of the
Bank.

* Provisions for appropriation of profit for sustainable growth,
and serving the cause of welfare of employees, promotion of
cooperative movement and society at large.

*  Norms for Audit Classification.

» Effective provisions for loan recoveries.

of the

*  OTS for expediting recoveries.

Hurdlesor Lacunae In Implementing cor por ate Gover nance

® |nadequate understanding for banking principles a Board
and senior management level, obviously because urban co-
operative banks are generally floated by common people.

® Ignorance for self-sustainable growth with specific reference
to prudentia norms.

® Preference to short term achievements at cost of long term
objectives.

® Unhedthy competition among the Cooperative Banks.

® Wrong notions of Board of Directors/ CEO about the growth
progress of the Bank.

® Connected lending.

Corrupt practices.

Misconceptions or ignorance of the Board of Directors about

their Role, Accountability and Responsibility.

Lack of professionalism.

Chairman or CEO centric functioning.

Non-remunerative post of elected directors.

Undue importance to the interests of the borrowers at the cost

of welfare depositors.

Poor Risk Management and Control System.

Politicization.

No due importance to or ineffective Internal Audit.

No statutory restriction on tenure of directorship.

Importance to electoral merits of directors rather than their

quditative merits.

® Apathy of members/ shareholders.

® Crey areasin dual control.

Measures to Implement and Practice Corporate Governance

Corporate Governance should not merely be at conceptual level. It

has to be implemented for proper functioning of the organization.

Critics state that it is highly ideal concept and practically just not

possible to implement. Worldwide experience confirms that the

Corporate Governance can be successfully implemented if thereis

sincere desire and commitment by adopting following measures:-

A Organizational measure (Measures to be taken within the

organization).

B Statutory Measures (Measures to be taken as statutory level).

C Sectorial Measures (Measures to be taken within the UCB

Sector).

A Organizational Measures—

A (i) Vision and mission statement and signifying Vision and

Mission Statement.

A (ii) Organizational Structure — There should be well defined

organizational structure ensuring transparency in the functioning.

A. (iii) Board of Directors and its Committees.

® Board of Directors has very vital role in practicing Corporate
Governance.

® Directors are trustees and not owners of the bank.

® Comprehensive due diligence of the directors should be made
before their nomination to the board. ’

® They are expected to represent and protect their respective

to Page 19...

°..® °

SJea3%c 2013



SJea3c 2013

210030 esras3 Jeentieh

(o Be Te333 eabh-FODE ety evdesssiods

VBT SPES

— 503 WIS, XX TS FTWTISD

T2 @@Fd@ﬂ@ BOTOI Nmoamﬁm‘% @mbmgd.
& QU ATOLONTI), 308 0B BeTTI, DTed WOoTY
TRRIN II Toeow0N TP RVT BT 243 Tedeod
PIZ T/, %&gﬁow MOTVZT F@oD Te3T BNODT.

20128 %R3F i3 GO, BYBAR TO Fe8B 3.2 SNTY,

20113 BeedW3  0.2% BETT  IRFDICRDIT.  PNRST
3edeod NIIT BITedRod  ITTOI 8059@ RTBT
BHFBZON e AT SNHITT. T 2, 3edeod
WIITY 3e3® 43% TR, SOIPI-ICINFZ wswmdaod
WTITH.  STT 2011128 BBIONY  S3IPB-I03F I
BITOOT AVIT  VBTOTOTF) i), Wedeod WITT
BIRBR0D Soeww BT BNT.

33 DT WOZ-WOBNE FToTELRHOT LT3R VTN
BesQ. HTBT BRHETIOIN 35953 Sia) @é%éo:b pleto)
PP APLNGT), FLVRT  PEODT, BRODT. 2012-
133¢ mITY Wemo D) faoc&roeée'm opk} mfo BAVDIC)
POTBEOE BeNT W (5@05353 (apENIEW a@m BOR0eS
@ﬁodé 2013-143¢ mIIY WeTo [P POTIYOT Fen
@2@5@%053534 TODIBOONTY 0T m@& GOTBTRNZT
RO, VWY, TRTIIHRWOZ $e0T, TONF  FeOND
(CSO - Central Statistics Offices)ried T8 2013-143¢
OIY 5 Te33 BITAR ToDNIFDB, 20T BeYTFT
$O0ETE SHFIZOD BOB SToITH MRITTT.

GOTBT VRO TR0 FemoBom3 BRROD OHOE?,
3e0T AFFTRY DRT De30H FRBNYED TOFT AT &ABON
DeDTT. A Uo@d TREOD eSS TRTMOD WO
RENPYTTY FOTOHAY. 2012-13F¢ IT SHET FWETODY
SPATB/OZ FededoDo LIINOR FOWORAT FVRNT W*
BB0oZ BeogorT THONSR Neodeod Hed) eI,

RTOFT  TEOWYTIT, J0NOTPRTYBLICTTY  DWFY,

BRI TPEER. DTITFZIE LT BFFT e:smodbféos

ey DF BT, 3RTI0D SEH-FODH WORBHTI,

RO $e0T, FFOF TN TIFODTVN BRRERORT (0T
TEROOR  ATFTTD), BRTDIRY  YVVTCY  FTF TN
3008 weder WoRRAE. B WBHEROTTY [, NI

TBeenTe3 g)ée&ga’nd Sead)

@oﬁa—wéoja WORTEPNDR).
2012-133¢ - mIT AR WS (JR0DwN - P,

90, TARKYT) AWIPR  TwR.1.90,015/-  Feetdneuds

RO WOTRIRNT.  2011-12 B 2012-138 sHFE

TOFOINAYOT WTFTordE T[ND ToBJ0TTB, ©IYTI

TN RHEHT IONTY  BRF, TOSLIOH TRvE

9TOONT m%eméosmm% ATOZTON [P ETLIER T

AOOIPT  TIONYDY, WVIOX IR SBHFF  TOORTI),

BT TONETLIER DOLVTD.

PO0ZE SRFIE FWOREWE JFJNLD 00N 38
3$BOT/OSE.

1) sgecszagd : asaz:b&%d PR0ZT SHFEZ DTORETH
TRND AIWF, FedpedoDo WIZT BINGY D03,
8 a@@édg'g D03, BTOT JLOPFNY TOTY D03
TEOTLYT BIZ0N WV FTEOTONT. wITO 20138
POTBT TEOWYT BT 33T 6.62 TETTwONT. 1969
20T 2013TRTR 0TBT RTRD ﬁsamz%d 3T 3esw®
7.8 BETTTNNZTT. YBAFTN DTN 0TT
no%y &s@mud zﬁd 34.7 1974 AFowTTY DTN,
QTIIN m@)emﬁdow PR0ZT TITF HEOWOLT cﬁd
11.3 2&38 1976 daescg méﬁmﬁd&%ﬁ.

2) %g:és meosoty 1 20118 aRRONY GRSIT  FFeds
BT B3R 74.04 TITATW), THOX FFedT BT 82.14%
VBT DLFoNT FFeds BT 3e3@ 65.46% BT QTOTT.
3e3W 34.54% TETTTR, &HYONTL TWFTZ BHOTT
QDR T8 SHFFZ  HTDOWEVIT  BIND
R0 OTY 2.0T0NT.

3) RO ﬁbm;s: PRTITY DRORNRT FROYNGOT
Qdedd, TE, @zjaszgz_%n, O [NOTOT APFODFRLD LV
EDRYTY  AQRVRT  PTBT  SHFE LI/
TR0 ToTE2NG. @méagjﬁojag aMfepica anséwmg\
BRTDIRY 3T2RTC ToBN DTS NTBIODY
@woowé WOADVYOY. 3¢ 40%TT, TERNH
TRTFLOND, BLOTB BRI F[e BRTD BRI,
U TIH DRVPRT POLPF LROTT ITROIIDNT.

o..@ Y



4) $edHIHLT JXed  DITvOBRVS TR, DTIed
QAT BORTRI), BROOTYT Uc)wtj @@F%éoﬁa
xq)zgéosm& é@e@mgd. ageednt mdéd NTIEd
QVOLT  RORTT  IBFCIBROEHHTOOT B,
DTNORTOTONT. 22, =0 2013%é 00T NTed
QDACNT  Bon®  291,916.00 QRAODTT  ©R0TF
BOT BNTVIT. YT STRE ©OTT 27 HBIR/O 2012?:’z§
ZOT3T RTWed DAWOD AonEs 293,930.1 ©I[0TZ®
@OT BN, IIT ﬁ?ﬁi—'% BeedATT  2014.010%)
DO WN0FF® TOOT' AW DITOD  FONT
3R STOTNTW. ATWed  DAONT FORNTTY v
POTTT SIDW TOTFE T, saf)\:\‘ogd.

5) mow I3 : ISR @%méosf Fe0ToZ BOR)
BORONLOT éz;ds ORI, IBOD, FBO WONRWD
S DWTRBJERWIE  WE DT WOT BRI
NTORE TS @zﬁ;ﬁ@:o;ﬁ WOTH TBDED FHTTON.
20128 [o0e'F ©OZE TR 345.8 WOONT WOT

AOTZ), VEOIT. 20118 Boes's @0323%1{r AT 305.9830.

DJLI,0T TTOHODTO 2860, TIW,, WRS® W 38 I0TT

Eapletcho) ézf% mwm‘% DTOTOW TeJTNT. 0T3T e

..Principles, Relevance and Need for Urban Cooper ative Bank

...from page 17

section of the society and bring their professional wisdom and
expertise into functioning of the bank.

® They should be competent and independent and should
have clear understanding of their supervisory role, their
responsibilities and accountability.

® They should exercise their powers collectively and not
individually.

@ They should not get involved themselves in day to day affairs
of the bank.

A. (iii) Role of CEO: The role of CEO is very significant. His role is of

giving direction to the sreem whileremaining himsdf in the stresm.

A. (iv) Controlling measures. For any bank audit and risk

management functions are very vital. Hence the roles of Risk

Management Committee.

® For banking business assessment and management of various
types of risksis crucia and demands high degree of sKills.

® It should consist of three/ four directors, one/ two of them
should have professiona background.

® The main function of the Risk Management Committee is
to identify and assess the risks in banking business and give
necessary feed back to the Board and Audit Committee, to
take business decisions and take necessary control measures
respectively.

Conclusion —
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® Redizethe strength of the UCB sector. UCB areimportant and
effective tool for financial inclusion and powerful alchemy for
socia reforms and transformation.

® Practicing of Corporate Governance is in the ultimate interest
of the bank which is necessary to enjoy the confidence of
stakeholders and Regulators.

® UCBs should proactively adopt Corporate Governance and
should not wait for itsimposition by statute.

® Corporate Governance may not be solution on each and every
problem of the bank. It may not a“Panaced’ but it is certainly
a“Panayam” for good health of the cooperative bank.

® The Major challenge before UCBs today, is to build up and
enhance their capacity to integrate themselves with their
national and global counterparts without sacrificing their own
cultural ethos. The Corporate Governance plays very crucial
and vital rolein this endeavor.

Audit Committee is the Important committee for successful

implementing Corporate Governancewhich should consists of

the Chairman, three/ four Directors, one or more of such directors

should be Chartered Accountant of have experience in management,

finance, accountancy, audit etc.

® CEO or any other operational head should not be the member
of this committee.
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