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 C-PEC Membership: The total membership of 

C-PEC since inception has reached to 6987. 

Total membership allotted during the second 

quarter was 11 including 05 institutional 

members.  
 

 Standardizations: During the quarter day to 

day schedule of 01 Programmes was 

standardized on NPA & Recovery Management 

for ICM, Dehradun..  
 

 Accreditation/Re-Accreditation: The 15th 

Accreditation Board Meeting was held on 

24.10.2017 for considering the re-accreditation 

of 09 institutes and accreditation of 

Management Development and Manpower 

Institute (MDMI), Guwahati. However, MDMI 

Guwahati was not accredited due to not 

qualifying on the accreditation parameters C-

PEC. Letters of re-accreditation to the 08 CTIs 

has been sent. 
 

 Examination: Second mandatory Contact 

Classes of CTFC-9th Batch (2017-18) was 

conducted during 20th -25th November, 2017. 

Membership Card Issued to the Candidates of 

CPCB- I   & CPS Certification Course.  
 

 Working Group Meeting: As a part of new 

initiatives, a working group consisting of 09 

members and 2 special invitees has been 

constituted for designing the course on 

Cooperative Governance for leaders (Chairmen 

and Board of Directors) of cooperatives. The 

working Group Meeting was held on 6th -07th 
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      From the Director’s Desk  
 
Greetings from C-PEC, BIRD!!  
A  very Happy & Prosperous New Year 2018! 

I am very happy to share the third quarterly Newsletter 

of C-PEC activities during the third quarter of 2017- 18 

[October -December 2017]. 
 

 

CPEC has embarked on a journey to be more relevant 

for the Cooperatives in both financial and non- 

financial sector. This would be possible by increasing 

the membership base  and also assisting cooperatives 

in negotiating the critical constraints and skill gaps so 

that they can compete with the best. 
 

The first section of this newsletter highlighting 

information on regular activities of C-PEC and also the 

new initiatives of C-PEC for expanding its outreach. 

This time we have chosen the theme on Management 

of Non-Performing Assets (NPA) in the 

financial cooperative sector. 
  

The second section of the newsletter highlights the 

importance and need of NPA Management and 

highlighting the current status of NPA among all the 

DCCBs in the country, it is also highlighting the key 

factors of NPA and the Way forward to reduce it. 
 

In the third section, glimpse of activities  of C-PEC in 

upcomming quarter are being highlighted.  
 

I welcome your suggestion for making C-PEC truly a 

centre for excellence in Cooperatives   and   also   your   

feedback   on   our existing activities of C-PEC. 
 

Thanking you! 
 
 

Dr. D. V. Deshpande  

 

C-PEC Activities and new Initiatives during 

October – December, 2017 
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November, 2017 at BIRD, Lucknow. The 

tentative design of the course structure was 

decided in the meeting. The course is likely to be 

launched in next Financial Year 2018-19.   
 

 Expansion of C-PEC Membership: The 

center is actively contemplating to broaden and 

expand its scope of activities across India and 

now it has widened its membership radius and 

inviting the Department of Cooperation and 

Audit department of State Government and their 

employees to obtain the membership of C-PEC. 

The letter of Invitation for obtaining the C-PEC 

membership has been sent to Secretaries and 

RCS of all State Governments.    
 
 

 Membership Drive: To increase the 

membership of C-PCE, a strategy of sensitizing 

DDMs throughout the country has been adopted 

by C-PEC. During this quarter DDMs of Uttar 

Pradesh were sensitized about C-PEC activities 

and state specific issues so that they can act as an 

ambassador of C-PEC.    
 
  

 

 Announcement of National Seminar on 

Best Practices in STCCS: A national seminar 

on Best Practices in STCCS on different themes 

such as loan and pricing mechanism-short term 

and long term loans; recovery & NPA 

Management- internal and external Mechanism; 

CRAR improvement and share capital 

mobilization; ICT applications in Cooperative 

Banks; Management & Corporate Governance in 

Cooperatives and Development of PACS as Multi 

Service Cooperative (MSC) Societies/ PACS 

Development Cell (PDC) has been successfully 

organised on 5th & 6th January 2018 at BIRD, 

Lucknow. 
 

 Conducting the Stakeholders Seminar: As 

a part of C-PEC’s regular activities, 4 

Stakeholders seminar have been Conducted 

during the quarter in the state of Kerala, 

Karnataka, West Bengal and Bihar.  
 

 

 Formation of Working Committee on 

revision of Validation Report Format:  C-

PEC has formed a working committee to revise 

the Validation Report Format which is being 

used for the purpose of Accreditation of the CTIs, 

to bring more objectivity in awarding the marks 

to CTIs under different parameters. The 

Approach Note for the same has been prepared 

and the meeting is to be held in the next Quarter.  

 

 

 

 
 

Background 

Credit cooperatives play an important role in the 

rural areas, providing timely credit and other 

support for uplifting the economic conditions of 

farming community. Cooperative Banks have a 

portfolio of loans and advances that are highly tilted 

toward Agriculture and that too short term 

agriculture [crop loaning]. Both Government of 

India and State Governments (many) are giving 

interest subvention on crop loans issued through the 

cooperative sector, which make it the cheapest loan 

in the banking system. They also cater to services 

like loans, deposits, and other banking related 

activities like Universal banks but widely differ in 

their values and governance structures.  
 

Credit Cooperatives have achieved many landmarks 

since their creation and have helped normal rural 

Indian to feel empowered and secure. For the past 

three decades, cooperative banking system has 

several outstanding achievements to its credit, in 

many parts of our country. The most striking is its 

extensive rural outreach. Cooperatives have been 

known to serve the last mile clients / farmer with 

their innovative Crop-loan system, supported by 

their membership base. They have become an 

integral part of the success of Indian Financial 

Inclusion story, particularly covering the farming 

community. The story, however, has not been 

smooth and has its share of glitches and woes placed 

at various sources. 
 

Status of StCBs/ DCCBs in the Country at a 

Glance 

Indian rural economy, which is based on agriculture 

faces vagaries of natural calamities such as cyclone, 

drought, earthquake, fire, flood, tsunami, hailstorm, 

landslide, avalanche, cloud burst, pest attack and 

cold wave/frost, etc. Periodical but frequent 

occurrence of natural calamity takes a heavy toll and 

cause wide spread damage to economic pursuits, 

particularly in the rural areas. As cooperative banks 

mostly deal in rural areas, they are impacted the 

most on account of it also.  

As per data available in ENSURE, NABARD the 

status of the StCBs and DCCBs during the last 3 

years, under a few important parameters: 

Section II 

Theme: Management of Non-Performing Assets 

(NPAs) in Credit Cooperatives 
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Table I: Summary of StCBs & DCCBs 
S
l. 
N
o 

Particulars Bank 2014-15 2015-16 2016-17 

1.  Total No. of 
Banks 

StCBs 32 33 30 

DCCBs 371 371 368 

2.  No. in Profit 
StCBs 28 29 28 

DCCBs 310 322 317 

3.  No. in 
Current Loss 

StCBs 4 4 2 

DCCBs 61 49 51  

4.  
Amount of 
Current Loss 
[Rs Cr] 

StCBs 24.94 98.77 18.00 

DCCBs 1090.55 435.77 734.18 

5.  
No having 
Accumulate
d Losses 

StCBs 7 8 5 

DCCBs 114 104 110  

6.  

Amount of 
Accumulate
d Loss[Rs 
Cr] 

StCBs 616.76 697.30 378.28 

DCCBs 4651.58 4781.97 5196.23 

7.  

No. having 
CRAR less 
than 
mandated 
9% 

StCBs 11 5 1 

DCCBs 141 110 27 

8.  

Total  Gross 
NPAs of the 
bank/s 
[Amount – 
Rs Cr] 

StCBs 5755.02 5564.12 4965.80 

DCCBs 22167.16 22848.16 26096.05 

Total 27922.18 28412.28 31061.85 

9.  

Total  Gross 
NPAs of the 
bank/s [% to 
loan O/S] 

StCBs 5.0 4.5 3.9 

DCCBs 9.9 9.4 10.4 

10.  

Total Net 
NPAs of the 
bank/s 
[Amount – 
Rs Cr.] 

StCBs 1854.97 1718.92 1285.32 

DCCBs 7782.82 7901.10 10214.25 

Total 9637.79 9620.02 11494.57 

11.  

Total Net 
NPAs of the 
bank/s [% to 
loan O/S] 

StCBs 1.7 1.5 1.1 

DCCBs 3.7 3.5 4.3 

12.  

No. of banks 
having Gross 
NPAs more 
than 10% 

StCBs 12 10 4 

DCCBs 166 153 148 

13.  

No of banks 
having Net 
NPAs of 
more than 
5%. 

StCBs 10 10 6 

DCCBs 141 128 128 

As can be seen from above table, the gross non-

performing assets (NPA) of DCCBs shot up to 

Rs.22848 crores and Rs.26096 crores for the fiscal 

2015-16 and 2016-17 forming 9.4% and 10.4% of 

total loans outstanding which is a matter of concern. 

At present, co-operative banks are under 

considerable pressure causing decline in 

productivity and efficiency. Due to financial 

impairment, the co-operative credit structure is 

steadily losing its ability to meet the rapidly growing 

credit needs of agriculture. This, coupled with the 

widening gap between their level of skills and the 

increasing computerisation of banks, has caused 

considerable concern in the regulatory and 

supervisory space. Improvement in recoveries and 

reduction of NPAs is essential to speed up the 

growth and profitability of cooperative banks. 
Table II: Gross NPA position of DCCBs 2014-15 to 

2016-17 

Year 
2014-

15 
2015-

16 
2016-

17 

No. 
of 

DCC
B in 
Gros

s 
NPA 

Perce
nt 

Band 

0 % 0 0 2 

0.1 to 5% 115 123 113 

5.1 to 10% 91 97 106 
10.1 to 

20% 
70 66 62 

20.1  to 
50% 

68 56 52 

Greater 
than 50% 

27 29 34 

Total 
DCCBs 

371 371 369 

(Source: Ensure data NABARD) 

 

A look at the Gross & NPA levels of the Banks for the 

last 3 years as per the ensure data of NABARD 

reveals a picture which can suggest a very clear 

future road map. 

As can be seen from the above table around 115 

DCCBs have a gross NPA within the acceptable 

banking levels. Of these, 52 DCCBs, as on in March 

2017 have a gross NPA of up to 3 %. These are very 

good Bank who have put in place effective strategies 

for managing the non-performing assets in the 

system. 

Further, the number of DCC banks having gross 

NPAs of more than 10% continued to be substantial 

at 166, 153, & 148, respectively, during the last 3 

years, clearly indicating poor credit risk 

management. This makes Cooperative Banks 

vulnerable to further declines in the asset quality 

and higher provisioning needs in future. It also 

restricts their ability to draw refinance from higher 

financing bodies and increase their lending. 34 

DCCBs have gross NPAs of over 50% as on 31st 

March 2017. 

In such Banks, if the existing levels of NPA are 

converted into risk cost and factored in MCLR, these 

banks would probably be not able to lend because 

the base rate would be much above the existing 

market rates. Then, in that case , how these banks 

should approach farmers and what kind of products 

should they offer so as to get positive margins is a 
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question which needs to be answered. These banks 

are only able to have curtailed fresh lending and as a 

result the farmer members of the PACS have shifted 

to other financial institutions along with their 

deposits.  

As a further analysis of the NPA data, we have 

analysed the DCCB on the net NPA wise Position. 

This indicates that many banks have been able to 

make adequate provisions for the gross NPA to 

reflect 0 or near zero NNPA. The Banks with higher 

NNPAs indicate a very weak financial position. 

Table III: Net NPA Position of DCCBs (2014-

15 to 2016-17) 

Year 
2014-

15 
2015-

16 
2016-

17 

No. of 
DCCB 
in Net 
NPA 

Percent 
Band 

0% 77 83 82 

Up to 
5% 

154 160 152 

5-10% 57 56 55 

10-20% 34 32 38 

20%-
50% 

36 26 28 

Beyond 
50% 

13 14 14 

Total 371 371 369 
 

(Source: Ensure data NABARD) 

 

What is worrisome in the 2 tables indicated above, is 

the fact that the banks are moving from left to right 

[from better to worse] instead of movement from 

right to left. 

In the prevailing political climate and very weak 

financial strength, such Banks which constitute 

around 20% of total DCCBs would have to strategize 

for recovery of old over dues, retain the confidence 

of its clients, generate minimum viable business at 

the PACS level and also attract new deposit. 

 

Factors contributing for rise in NPAs 

There are many reasons as to why a loan goes bad. 

The situation has worsened due to banks 

aggressively pushing loans, even unsecured ones, to 

individuals/ members to prevent idle assets on their 

books. 

The external factors such as ineffective recovery 

machinery, wilful defaults, natural calamities, 

change in Govt. policies, demonetisation and 

exclusion of cooperative banks for accepting the 

SBNs, Loans waivers etc. have all added to the 

problems of NPAs and have hurt the cooperative 

banks more than other banks.  

Frequent Agricultural loan waivers have become a 

norm particularly in the recent years.  Farm loan 

waivers impact public sector banks and cooperative 

banks the most due to their high exposure to 

agriculture and farm loans. Though, the government 

reimburses farm loan waiver, such schemes create 

second order impact in terms of impaired credit 

discipline and low further loan availability. 

A day after UP government had announced a waiver, 

Governor of the Reserve Bank of India (RBI) Urjit 

Patel, had denounced it. “I think it undermines an 

honest credit culture. It impacts credit discipline. In 

other words, waivers are in general more of hazard,” 

he had said speaking to media. “Waivers are in 

general more of hazard. It also entails at the end of 

the day transfer from taxpayers to borrowers,” he 

added.  

Similarly, Arundhati Bhattacharya chairman of 

State Bank of India has voiced concern over it. 

“Credit discipline breaks when you waive off farm 

loans. The money will come in today because the 

government will pay but when we will give loan in 

future, farmers will wait for next elections. Support 

to the farmers is necessary but not at the cost of 

credit discipline,” she said. Thus the banks in 

cooperative fold are having higher NPA’s because of 

the inherent nature of their loan portfolio. 

 
Reserve Bank of India on NPA management 

in Banks  
 

The thinking of RBI on NPA management in banks 

is clear from its circular on Prompt Corrective action 

[RBI/2016-17/276 DBS.CO.PPD. 

BC.No.8/11.01.005/2016-17 April 13, 2017]. 

Though, the circular is issued for all Scheduled 

Commercial Banks, the direction of thinking clearly 

states that Capital Adequacy, Asset Quality and 

Profitability continue to be the key areas for 

monitoring in the revised framework.  

Indicators to be tracked for Capital, asset quality and 

profitability would be CRAR/ Common Equity Tier I 

[Ratio1], Net NPA [Ratio2] and Return on Assets 

[Ratio3] respectively. 

As can be seen from the above-mentioned tables on 

gross NPA and Net NPA, many of the DCCBs have 

already breached or may be on the verge of 

breaching these thrash hold limits. Any future 

strategy for NPA management and bringing them 

down to manageable level must include regulators 

and supervisory actions on all such banks including 

time bound action plan. 
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RBI in its policy announcements have indicated that 

Banks must move from the stage of 

“Identification of NPAs” to “Resolution of 

NPA’s”. It is true that the NPA problem has to be 

tackled before the time borrower starts defaulting. 

This needs a risk assessment by the lenders and red-

flagging the early signs of a possible default. RBI has 

introduced the concept of special mention accounts 

[SMA] which are standard assets but are showing 

signs of incipient sickness. [RBI/2013-14/503 

DBOD.BP.BC.No.97/ 21.04.132 / 2013-14 February 

26, 2014]. The SMA circular of RBI talks about the 

corrective action plan which would automatically 

trigger itself in case the loan account shows signs of 

sickness. 

The Supreme Court held that Cooperative banks can 

recover outstanding loans only through the 

mechanism provided in State cooperative laws and 

need not approach the Debts Recovery Tribunal as 

they had comprehensive, self-contained and less 

expensive remedies available under the State Co-

operative Societies Acts, while commercial banks 

and financial institutions had to file suits in civil 

courts. 

The management of Overdue is the most important 

task for the banker as it affects the profitability as 

well as corrosion of the working funds. The success 

of the banking also depends more on managing the 

over dues. The expansion of overdue will result in 

increasing of non-performing assets and will reduce 

the banks performance significantly. This area 

assumes more substance now, with the introduction 

of stringent Non-performing assets (NPA) norms. 

In spite of the fact that agricultural lending by its 

very nature is more risky, large number of DCCBs 

are able to achieve gross NPA of less than 5% and net 

NPA of less than 2% [even 0% NNPA]. Strategy to 

achieve these is a tall order but it is also observed 

that some DCCBs like Sangli in Maharashtra have 

been able to reduce NPA from High levels of above 

65% to the manageable level. 

This article attempts to examine the set of policy 

initiatives shaped in the cooperative banks and steps 

taken by them to achieve such low levels of NPAs. 

These have been show cased in the subsequent pages 

with a view to encourage other bankers to replicate 

them elsewhere. These efforts can be classified in the 

following subheads: 

 Due diligence and internal processes of the 

Management 

 Precise planning for recovery 

 Cultivating new clients and adding members at 

the ground-Self Help groups, JLGs & Farmers 

Club 

 Strengthening PACS- Addressing imbalance and 

incentivizing the recovery efforts at the PACS 

level 

 Customer relationship building efforts of the 

Bank  

 Taking advantage of the provisions of the 

Cooperative societies Act for recovery 

Management due diligence and internal processes  

1. NNN Mantra: Mantra towards NPA is “NNN” 

i.e. No New NPA and “Catch NPA before they 

become NPA’. 

    The strategies for curbing of NPAs are:  

 Correct Selection of borrower,  

 Stringent procedures for sanction of loan,  

 Monitoring of loan accounts and  

 Continuous recovery process. 

2. Focus on Documentation & Checklist: 

Strong focus on correct documentation as per 

the Check list shoul be ensured 

3. ‘MAST’ principles of good security for 

loans i.e. Marketability of asset, Ascertainability 

of value, Stability of value and Transferability of 

title. 

4. Precise planning of Recovery: The recovery 

plan adopted by the banks should consists of the 

following strategies:  

 The end use of loans sanctioned to prevent 

fund diversion is ensured by asset 

verification by bank officials. 

 Primary importance is given to the 

economics of the Scheme and the quality of 

asset created. 

 Each Borrower is personally contacted by 

concerned PACS Secretary, Branch manager 

and recovery officer, when the loan becomes 

overdue. 

 A well laid out plan of action is followed, in 

case of default. Starting from informal 

contact by the PACS Secretary, Board of 

PACS and issue of first notice by the PACS 

Secretary, followed by action under the 

provisions of Cooperative Societies Act. 

 Monthly meetings are arranged at Taluka 

level with Branch managers and PACS 

Secretaries for review of PACS wise targets 



  

 

- 6 - 
 

and achievements, with regard to both loans 

issue and recovery. 

 The Banks encourage PACS to achieve 100% 

recovery. The PACS Secretary were 

incentivized for 100% recovery at the ground 

level and also for increasing the Business of 

the PACS. 

 Officers/inspectors are specially deputed to 

look after recovery process of large societies 

which have huge amount of demand and 

where committee members are not active. 

 Those who pay before time are assured of 

fresh loans. All the banks were also strong 

enough financially to meet the credit 

requirement of all its members.  

 In case of chronic defaults, recovery is made 

through public auction and attachment. 

5. Loan Policy of the bank: Every bank must 

have a Board approved Loan policy. The loan 

policy plays a vital role in creating awareness 

amongst its employees about their role in issue 

and recovery of loans.  

6. Exposure norms: Given the divergent lending 

opportunities available to banks these days, all 

banks should have their own exposure norms, so 

as to ensure that all eggs are not put in one 

basket. These exposure norms needs be 

segregated into two categories. One, RBI/ 

NABARD imposed exposure norms, as indicated 

in CMA norms. The other should be Banks own 

internal exposure norms to be fixed taking into 

account the geographic specific activity that can 

be undertaken in their area of operation. 

7. Principles of good lending: Principles of 

good lending means, the fundamental practices 

of lending, so that the loan portfolio would 

remain healthy. The starting point of good 

lending practices is the selection of the borrower. 

The borrower’s intention and his capability 

understood through borrowers study and 

banker’s opinion about the borrower are the 

important aspect of good lending. If these two 

things are observed accurately, the chances of 

NPA would come down substantially.  

8. Incentivizing the recovery efforts at the 

PACS level: Since majority of the loans are lent 

through PACS in the STCCS, recovery also 

should be initiated at their level. However, PACS 

get a very small margin in the loans recovered. 

Hence a few DCCBs have adopted an incentive 

mechanism for motivating the PACS to take 

proper steps for recovery. As done by Satara 

DCCB, banks can include this as a Reward 

mechanism, as part of their Recovery strategy. 

9. Customer relationship efforts: Some 

DCCBs such as Satara, Rajkot, etc. have 

incorporated a specific policy in their plan of 

action to build up their relationship with their 

borrower members.  Banks may take many steps 

for incentivizing the prompt paying borrower 

members. Further, the borrowers are assured of 

fresh loans based on adequate Scale of finance/ 

Unit Cost. Such initiatives could also help the 

banks in ensuring better recovery, in these days 

of vitiating credit culture. 

10. Proper identification and classification of 

NPAs: As RBI repeatedly emphasizes, there is a 

strong need for system being able to give a 

feedback about the incipient signs of sickness in 

accounts much before they become NPA. RBI 

has devised a Category of Special Mention 

Accounts for non-agricultural loans within a 

window of 90 days [from default date to loan 

becoming NPA]. In agricultural advance, this 

window is 2 crop seasons. Banks must take 

advantage of this higher period for ensuring that 

loan accounts do not become NPA. 

11. Implementation of OTS: Under One Time 

Settlement (OTS) the borrower / guarantor 

presents a proposal to the lender for settlement 

of all the dues of the lender. Upon sanction by 

the lender, it becomes an agreement between the 

borrower and lender whereby the 

borrower/guarantor, make payments. Upon 

entire payments, the lender discharges the 

borrower of the debt and releases all the 

securities. OTS is a situation in which both the 

borrower and lender feel happy to have come out 

of the situation. Before envisaging strict action 

on chronic and wilful defaulters, banks may 

consider OTS scheme also, on case by case basis. 

 
(This article is a part of a Research Paper presented in 

the National Seminar on Best Practices in Short Term 

Credit Cooperative Structure at BIRD, Lucknow. The 

research paper is written by Dr. Sudhanshu K.K. Mishra 

& Shri K.P.R Udupa, Faculty Members, Bankers Institute 

of Rural Development, Lucknow.)  
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1. National Seminar on Best Practices in Short Term 

Credit Cooperative Structure 5th & 6th January, 

2018. 

2. Online Examination of CPCB level-I 8-9 January, 

2018.  

3. ToT programme on NPA and Recovery 

Management 10th -12th January, 2018. 

4. Stakeholders Seminar in the State of Haryana 15th 

January, 2018.  

5. Online Examination of CPCB level II 22-23 

January, 2018. 

6. CTFC certification course Exam 5th-7th February, 

2018. 

7. Online Examination of CPS on 18th 

February, 2018.  
8. Meeting of the group on modification in 

accreditation formats 8th - 9th February, 2018. 

9. Three regional seminars of stakeholder’s of 

DCCBs in Uttar Pradesh in the 4th Quarter. 

10. Workshop for nodal officers planned in March, 

2018. 

11. 8th CTI Conference planned in February/ March 

2018.  

 

 

 

 

Section III 

Proposed/Scheduled C-PEC Activities in next 
Quarter 

[January -March 2018] 
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                      Ph. + 91-522-2421799 Email: cpecforccs@gmail.com, bird@nabard.org, Website:  www.bird-cpec.org 

Shri Rana Ji Mehta, DGM NABARD Bihar RO, welcoming the Guests Shri Rana 

Randhir Singh, Hon’ble Minister Cooperation, Bihar, Shri Narendra Prasd 

Mandal, RCS, Bihar Government, Shri Mazumdar, CGM NABARD Bihar RO, 

Shri Raj Kumar, Joint Director BIRD and other participants  during the 

Stakeholder’s Seminar of C-PEC, BIRD at Patna, Bihar on 4th December, 2017. 

Director of FPO Showing the Hives of Honey Bee to the Participants of 9th 

batch of CTFC Course at Sankalp Bee & Agro Producing Co. (FPO) Office 

during field visit. 

Dr. D.V. Deshpande addressing the audience during the Working Group 

Meeting for Designing the Certificate Course on Corporate Governance for 

Leaders (Chairmen & Board of Directors) in Cooperatives held on 06th 

November 2017 at BIRD, Lucknow. 
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