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BANK AUDIT  
ALLEPPEY BRANCH OF SIRC 

19TH MAR 2021 

ADVANCES VERIFICATION FOR LFAR 
By 

CA.A.MONY.FCA DISA 

CALICUT 
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SPECIALITY OF 
LFAR FOR 

2021 

 

• OBJECTIVE TO SUBJECTIVE  

• SCOPE OF INDIVIDUAL 
VERIFICATION INCREASED. 

• DESCRETE NUMBERS TO BE GIVEN. 

• INSISTIVE ON MOCs 

• TRANSACTION AUDIT 

• PROCESS AUDIT 

• THRUST ON SENSITIVE AREAS. 

• BRANCH AUDITOR IS FXED TO 
REPORT HIS VERIFICATION POINTS.  
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VERIFICATION OF ADVANCES FOR LFAR. 

 

• GENERAL INSTRUCTIONS Para 5 

• CREDIT APPRAISAL Para 5(b) 

• SANCTIONING/DISBURSEMENT  Para 5(c ) 

• DOCUMENTATION Para 5(d) 

• REVIEW/MONITORING/SUPERVISION Para 5(e) 

• ASSET CLASSIFICATION,PROVISIONING,RESOLUTION OF 
STRESSES ASSETS. Para 5(f) 

• NON-FUND BASED FACILITIES Para 5(g) 
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General 
Instructions 

• Scope of individual verification 
increased to 10 cr or 10% of FB and 
NFB advance of the Branch which ever 
is less. 

• Transaction audit required for above 
individual accounts 
 

• Overall Operations 
• Cash Vs Non Cash transactions 
• Business Vs Personal transactions 
• Operated at brim 
• Frequent TOD 
• Transfer of funds to loan of other banks 
• Round stripping. 
• Multiple loans from same bank and/or 

many banks. 
• Projected Vs Actual 
• Frauds 
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Process Verification 
•Documentation 

• Request Letters 

• Flagging of Stop payments/other 
instructions 

•Monitoring and follow Up 

•Manning of Credit Department 

• Concentration of credits. 

• Supervisory frame work and other 
audits 

• Branch ratings by RBIA 



01-04-2021 

6 

CREDIT APPRAISAL 
 

• General Appraisal of proposals. 
• Appraisal Report. 
• Quick mortality to be reported with Account Number, 

Name, Balance 
• Feeding of interest rates to Master Data base 
• Review of interest periodically. Floating/Fixed rate 

loans 
• Frequent Renewals/Roll Over of short review/renewal 

leading to evergreening of accounts 
• Credit Rating fed to system and impacting the interest 

fixation 
• Comment on NPA accounts with high rating. 
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SANCTIONING 
AND 
DISBURSEMENT. 

Delegated 
Powers 

Sanction and 
reporting of 

TOD/TAL,  

Exception/MIS 
report for 
TOD/TAL 

Terms of Sanction 

• Pre Sanction/Post Sanction 
Inspection 

• Legal Audit report/Compliance 
Audit Report 

• Creation of Charge 

• Conditions of Consortium Members 

• Obtention of Personal Guarantee 

Funding of buy 
back of shares. 
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DOCUMENTATION 
• EXCECUTION OF DOCUMENTS 

• BASIC LOAN DOCUMENTS. 
• DECLARATIONS AND NOCs 
• OBTAINING MOTHER DOCUMENTS. 
• LEGAL OPINION 
• VALUATION CERTIFICATE 

• CREATION OF MORTGAGE 
• MINORITY INTEREST 
• TAGS ATTACHED INLEGAL REPORT 
• ENCUMBERENCE 
• MORTGAGE REGISTER 
• CERSAI REGISTRATION 
• SEARCH REPORT 
• LIEN MARKING OF DEPOSITS ON 

RELATED ACCOUNTS 
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REVIEW/ 
MONITORING/ 
SUPERVISION 

• REVIEW/RENEWAL 

• DUE DATE DIARY/REPORT FOR ACCOUNTS 
PENDING RENEWAL 

• SHORT REVIEW/ADHOC REVIEW/LIMITED 
REVIEW FOR EVERGREENING 

• RENEWAL PENDING AT CONTROLLING OFFICES. 

• DRAWING POWER COMPUTATION 

• OBTAINING LATEST AUDITED FINANCIAL 
STATEMENTS. 

• STOCK AND OTHER AUDITS 

• RECTIFICATION OF OBERSVATION ON STOCK 
AUDIT 

• AUDITED STATEMENTS OF NON CORPORATE 
ENTITIES.  
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REVIEW and 
MONITORIN
G CONTD…. 

 
• Due diligence report in case of 

Multiple/Consortium Banking 
• Information sharing between member banks 
• Record of Site/Borrower/Factory/business 

inspection conducted. 
• Adverse comments on such inspection 
• Substantial deterioration in value of security 

and NPA Norms 
• Security Value deterioration or adverse 

features 
• RED FLAGGED ACCOUNTS 
• REPORT ON TOP 5 STANDARD ACCOUNTS 

VERIFIED. 
• LEASE FINANCING.  
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ASSET 
CLASSIFICATION, 
PROVISIONING 
AND 
RESOLUTION OF 
STRESSED 
ASSETS 

• Manual Intervention in NPA statement. 

• De-flagging of accounts. 

• SMA 0, SMA-1, SMA 02. 

• LIST OF ACCOUNTS ABOVE 10 CR DOWN/UP 
GRADED IN NPA. 

• RESTRUCTURES/REPHASING OF ACCOUNTS. 

• REGULATORY PACKAGE I to V. 

• Upgradations made and its sanctity. 

• Legal action pending to be initiated at 
branch. 

• Initiation of IBC proceedings to be reported. 
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Asset 
classification 
contd… 

 

 

• ECGC CLAIM REJECTION 

• PREPARE MOC FOR PROVISIONING FOR 
REJECTED CLAIMS 

• DETAILS TO BE REPORTED WITH MOVEMENT 
OF CLAIMS 

• DICGC WITH CERTIFICATES 
• VALUATION REPORTS FOR SECURITIES OF 

NPA ACCOUNTS AND ITS PERIODICITY ONCE 
IN THREE YEARS. 

• RECOVERY POLICY AND ITS ENFORCEMENT. 
• EXCECUTION OF DECREEE 

• APPORTIONMENT OF RECOVERY BETWEEN 
PRINCIPAL AND INTEREST 

• DOCUMENTS HELD AT CENTRAL PROCESSING 
CENTERS 

• REPORT MAJOR DEFICIENCIES.  
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NON FUND 
BASED 
FACILITIES 

 

 

• LC DEVOLVED DURING THE YEAR Vs at 
the end of the year 

• BG INVOKED/LC DEVOLCED IN CASE OF 
NPA ORR POTENTIAL NPA 

• INTERCHANGABILITY OF FACILITY 
BETWEEN FB-NFB EXCERCISED. 

• ENHANSEMENT OF FUNDED LIMITS TO 
CONTAIN CRYSTALLISED NFB 

• OVERDUE NFB EXPOSURE IN CASE OF 
SMA ACCOUNTS 

• BG EXPIRED AND NOT ELIMINATED 
• GUARANTEE COMMISSION AND ITS 

ACCOUNTING TREATMENT. 
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RESOLUTION 
OF STRESSED 
ACCOUNTS  

 

• Regulatory Package I to V 
• Deferment Period 1.3.2020 to 31.5.2020 

and extended up to 31st Aug 2020. 
• GECL LOANS SANCTIONED DURING 

COVID PERIOD 
• FITL CREATED FOR INTEREST DURING 

COVID PERIOD 
• SIMPLE INTEREST ONLY PERMITTED 
• ADDITIONAL PROVISIONING FOR 

ACCOUNTS 
• REALIGNING WORKING CAPITAL CYCLE  
• RESETTING OF MARGINS 
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STRESSED 
SEGMENTS – A 
SNAPSHOT 

REAL ESTATE, CONSTRUCTION AND 
AUDITORIUMS 

AUTO SEGMENT 

HOTEL ROOMS, FOOD AND UTILITY 

EVENT MANAGEMENT 

ENTERTAINTMENT INDUSTRY EXCEPT TV.  

AVIATION AND ALLIED SEGMENTS. 
RETAIL AND LOGISTICS, TRAVEL AND 
TRANSPORT 
MSME AND ALLIED INDUSTRY 
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• THANK YOU 
• CA.A.MONY, 

Bcom. FCA. 
DISA 

• CALICUT.  


