
Best Practices in CRAR improvement and Share Capital Mobilization of Dharmapuri 
District Central Co-operative Bank, Dharmapuri, Tamil Nadu 

Sivasankaran. G  
General Manager  

Dharmapuri District Central Co-operative Bank Ltd. 
 

Abstract  
1. Dharmapuri District Central Co-operative Bank, Tamil Nadu, has an area of operation which 

includes Dharmapuri and Krishnagiri District in Tamil Nadu, with 41 Branches and 596 

members societies. Govt. of Tamil Nadu and 596 member societies are the shareholders of 

the bank.  Bank performs its day-to-day banking business under CBS (CORE Banking 

Solution) platform from the year 2013-14. 

2. Up to the year 2007-08 agricultural lending was the core lending portfolio of the bank.  10 

years back, Dharmapuri DCC Bank’s financial position in all important business parameters 

were not in a good state. This success story reveals that, how the Bank had revived from all 

its financial stalemate and achieved a desirable financial position during the past 7 years.  

3. Due to a stringent drought prevailed in the state of Tamil Nadu from the year 2000-01, due to 

non-recovery of agricultural loans, Dharmapuri DCC Bank started earning losses and  with 

reference to its financial position as on 31.03.2002, the bank was declared by NABARD, as 

non-complaint with the provisions of the sec.  11(1) of the B.R.Act 1949-(AACS). This 

situation prevailed up to the year 2005-06. 

4. As on 31.03.2006, the bank was having accumulated losses of Rs.145.07 Crores. This 

accumulated losses which occurred, on a/c of NPA provisions created to the extent of 

Rs.115.00 Crores on part of agricultural loans. Negative Net worth of the Bank was (-) 

Rs.120.83 Crores and the deposit erosion was 45.90%, out of the total deposit outstanding of 

Rs.263.23 Crores as on 31.03.2006. In this context, to extend remedial measures to the 

farmers under distress, Govt. of Tamil Nadu, have announced “Farm Loan Waiver Scheme’ 

2006. Under the waiver scheme, the crop loan principle and interest payable by farmers to co-

operative banks as on 31.03.2006 was totally waived by the Govt.of TamilNadu and the 

waiver compensation to Co-operative Banks was extended by the Govt. 

5. By virtue of the Farm Loan Waiver Scheme’ 2006, and by the benefit of release of NPA 

provisions created on part of the waived agricultural loans, the bank had recompiled with the 

provisions of Sec.11(1) of the B.R.Act 1949(AACS), as on 31.03.2007, as the major lending 

portfolio of the bank had focused to agricultural lending. From then, consequent to the 

improvement achieved in mobilization of deposits and diversified loans and advances the 

bank was earning continuous Profit and wiped out its entire accumulated losses and earned a 

net profit of Rs.16.03 lakh as on 31.03.2009, after a span of 9 years. 



 

6. Bank diversified its lending portfolio, reduced its dependence on higher financing agencies 

for sources of funds. Bank augmented its net profit and mobilization of deposits year-by-year, 

in order to comply with RBI directives on maintenance of CRAR. From the year 2008-09 and 

up to the year 2016-17, bank sustained earning Net Profit. 

7. Following power point presentation would substantiate that how Dharmapuri District Central 

Co-operative Bank, Tamil Nadu, has achieved a higher level of CRAR than minimum 

requirement, within the timeline as prescribed by RBI.  

  



Best Practices in CRAR improvement and Share Capital Mobilization of Dharmapuri 
District Central Co-operative Bank, Dharmapuri, Tamil Nadu 

1. Preface on the Bank 

 Dharmapuri District Central Co-operative Bank is one among the 23 DCCBs in the 

State of Tamil Nadu. Dharmapuri and Krishnagiri Districts are the area of operation of the 

Bank. The Bank has 41 Branches and members of 596 Primary Societies, which includes 251 

No.of Primary Agriculture Co-operative Credit Societies and 2 No. of Primary Tribal 

Multipurpose Societies. Agriculture is the main occupation of the major people living in the 

area of operation of the bank. Agriculture depends on the sources of rain water. Any shortfall 

in the average rain pour would not only affect the agriculture sector but it will show the 

impact in the recovery of agricultural loans and further it leads to negative financial results on 

part of the Bank. Due to poor recovery in agricultural loans on account of severe drought 

prevailed in the area of operation of the bank, the bank had earned continuous loss from the 

year 2000-2001. As on 31.03.2002, the bank was declared as non-compliant with the 

provisions of Sec.11 (1) of the B.R.Act 1949 (AACS). On 31.03.2006. Bank’s accumulated 

losses was reached to Rs. 14507.28 lakh. Thus, the CRAR of the bank was negative as on 

31.03.2006. 

 By applying the sincere efforts by the  management and staff members of the bank it 

had earned continuous Profit from the year 2006-07 to 2015-16 (Audited) and  reported profit 

for the year 2016-17  is subject to audit. Out of the profits earned for the year       2006-07 & 

2007-08, the bank had re-complied with the provisions of Sec 11(1) of the B.R.Act 

1949(AACS). 

 Following information substantiate the continuous efforts taken by the bank to yield a 

“Best Practices in CRAR improvement and share capital mobilization”. 

2. Reserve Bank of India’s (RBI) directives on Application of Minimum Capital 

Adequacy Norms to State and Central Co-operative Banks 

 Upto the year 2006-07, minimum capital requirement is not mandatory to 

StCBs/CCBs. As per circular No.RPCD.CO.RF.BC.40/07.38.03/2007-08 dated 04.12.2007, 

RBI advised StCBs/CCBs  to disclose  the  level  of CRAR as on 31.03.2008 and thereafter 

every year as Notes on Accounts to their Balance Sheets. It was also advised that the 

roadmap for achieving the desired level of CRAR norms would be communicated by RBI in 

due course. At the moment of receipt of the above circular, bank’s CRAR was 1.37 % as on 

31.03.2008. 



 Core financial data relevant to CRAR as on 31.03.2008 is as given below. 

1. Paid up Capital    - Rs.  2811.17 Lakh 

2. Accumulated Losses   - Rs.  2373.95 Lakh 

3. Tier I+Tier II Capital   - Rs.    749.40 Lakh 

4. Risk Adjusted Value   - Rs. 54703.84 Lakh 

5. CRAR %     - Rs. 1.37% 

              As on 31.03.2008, the bank was having accumulated losses of Rs.2373.95 lakh, 

hence, the same was subtracted from the capital fund, therefore the resultant CRAR (1.37%) 

as on 31.03.2008 was very low. In view of the improvements in loan portfolio, recovery of 

interest dues in time and improved its interest earning, the bank had earned an audited Profit 

of Rs. 2389.98 lakh for the year 2008-09. Thus the bank had wiped out the reported 

accumulated losses of Rs. 2373.95 lakh upto the year 2007-08 (as on 31.03.2008) and earned 

a Net Profit of Rs.16.03 lakh at the end of the year 2008-09 (i.e as on 31.03.2009).  In view of 

the above positive impact capital funds of the bank had increased as on 31.03.2009 and 

CRAR of the bank has improved from 1.37 % as on 31.03.2008 to     8.14 % as on 

31.03.2009.                

                To improve further, the bank had amended its Bye Law with regard to the value of 

per share from Rs.50/- to Rs.100/-. As the borrowing of Primaries from the bank is linked 

with keeping share capital by the primaries with the bank, the above Bye Law amendment 

pave a way to mobilize more share capital from member societies depending on the borrowal 

outstanding. 

 Prior to amendment of Bye Law pertaining to Share Capital, per share (Rs.50/-) 

member societies can borrow upto Rs. 833/- but after Bye Law amendment, per share 

(Rs.100/-) they can borrow Rs.1200/- from the bank. Therefore, the % of share to be kept by 

member societies with the bank has improved from 6.00 % to 8.33 % to their outstanding of 

borrowings. 

 In addition to the reasons give above, more quantum of loans was given to Employees 

Co-op. Credit Societies and mobilized 10 % of Share Capital from these societies against 

their total borrowings. Associate member fee of Rs.5/- payable by individuals was enhanced 

to Rs. 50/-. The Associate member fee is mandatory to pay an individual to borrow any kind 

of loan facility from the bank and the same is nonrefundable.  



 The accounting system followed by the bank for accounting  associate member fee  as 

miscellaneous income  in the respective year itself was changed and capitalized  from the 

year 2012-13, in order to improve its free reserves and Tier-I capital.  

 All the above measures were taken with a view to improve the mobilization of Share 

Capital and to augment the Tier-I capital of the bank to achieve a desired level of CRAR. 

 At this juncture, as per RBI circular No.RPCD.RCB.BO.73/07.51.012/2013-14 dated 

07.01.2014, RBI prescribed minimum  CRAR for StCBs/CCBs. Accordingly, StCBs/CCBs 

were advised to achieve a minimum CRAR of 9 % in a phased manner over a period of three 

years as indicated below. 

 As on March 31, 2015  - 7% 

 As on March 31, 2017  - 9% 

3. Action taken by the Bank to comply with RBI’s regulatory instructions 

 On receipt of RBI’s instruction, dated 07.01.2014 on achievement of CRAR and to 

ensure minimum level of CRAR as on 31.03.2014, bank had considered all the available 

opportunities to achieve its CRAR above 9 % as on 31.03.2017 and on an ongoing basis. 

 As a first measure, the bank had debited the bank’s share of loss arrived at in the 

Special Audit carried out w.r.t.  bank’s financial position as on 31.03.2004, under professor 

Vaidyanathan Committee recommendations, to its Profit and Loss account for the year 2013-

14 and capitalized to the extent of Rs. 1253.62 lakh. The above decision of the bank, helped a 

lot to increase its free reserves to the extent of Rs. 1253.62 lakh and enable the bank to 

achieve a desirable CRAR as on 31.03.2014 itself. Consequent to the above decision of the 

bank, it had reached CRAR of 10.30% (as per NABARD inspection) as on 31.03.2014 itself. 

Bank continued all its efforts to further improve its level of CRAR on an ongoing basis.  

4. Norms prescribed by RBI/NABARD followed for declaration of dividend 

 As per letter No.NB.DoS.HO.POL.572/J-1/2004-05 dated 25.05.2004, quantum of 

Dividend Payable by StCBs/CCBs was prescribed by NABARD. As per the above norms, 

maximum of 20 % of the Net Profit is to be used for declaration of dividend. The bank has 

followed this norms scrupulously. Therefore, the distributed profit was kept under control and 

maximum profit was retained and appropriated to free reserves of the bank. The bank has 

declared maximum of 5 % dividend to its shareholders upto the year 2015-16. Above 

decision of the bank helped to augment its free reserves as well as Tier-I capital to a 

considerable extent. 



5. A Glance on the Best Practices in CRAR improvement and Share Capital mobilization of the Bank for the past 10 years (Amt. in lakh) 

Description 

Years 

increase over the 
year 2007-08 (ie. 

between the period 
of 9 years) 

2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 Amount 
(11-2) 

% 
(12/2 
x100) 

 Audited Un 
Audited   

1 2 3 4 5 6 7 8 9 10 11 12 13 
Paid-up 
Capital 2811.17 3583.99 3918.59 4628.20 5114.57 5622.37 5592.56 6220.65 7143.15 7358.91 4547.74 161.77% 

Tier-I 
Capital 600.99 3765.71 4217.30 5871.93 7130.68 8480.43 10919.40 12196.86 13874.43 14390.79 13789.80 2294.51% 

Tier-II 
Capital 148.41 205.40 730.82 1020.56 1251.78 1277.49 1511.88 1313.82 1509.24 1390.25 1241.84 836.76% 

Total of 
Tier I+II 749.40 3971.11 4948.12 6892.49 8382.46 9757.92 12431.28 13510.68 15383.67 15781.04 15031.64 2005.82% 

Risk 
adjusted 
value 

54703.84 48812.23 58414.99 81593.53 100091.29 102148.31 120950.43 105054.39 120688.01 111169.12 56465.28 103.22% 

% of 
CRAR 1.37% 8.14% 8.47% 8.45% 8.37% 9.55% 10.30% 12.86% 12.75% 14.20% - 936.50% 

 Note:  

1. At the end of the year 2007-08, the bank was having accumulated losses of          Rs.2373.95 Lakh, hence the Tier-I Capital was less than the reported 

paid-up capital. 

2. CRAR calculations upto the year 2015-16 are as per NABARD’s inspection and for the year 2016-17 is subject to Final Audit and NABARD’s 

inspection. 



           

6. Conclusion 

 Prior to last few years, the B.R.Act 1949(AACS) has provided certain concessions to 

non-scheduled co-operative banks in maintenance of CRR, SLR, CRAR etc.  All the above 

concessions have been withdrawn presently, the banking sector is a level playing field for the 

market players. To meet out the stiff competition from other banks and to sustain in the 

banking business, it is inevitable to co-operative banks to strengthen their capital base. By 

following the existing regulatory directives of RBI/NABARD, Dharmapuri District central 

co-operative bank has performed its possible best practices in CRAR improvement and Share 

Capital mobilization. 

 Now bank has realized that the slogan of “Service is the motto of Co-operative 

Banks” can be modified as “Service with minimum profit is the motto of co-operative 

banks”. This has to be followed to comply regulatory directives and for sustenance in 

banking business. 

               Sd./-K.Renuka 
Joint Registrar / Managing Director. 

Dharmapuri District Central Co-operative Bank, 
TamilNadu. 

  



Summary & Key Points 
 

 Dharmapuri District Central Co-operative Bank, Tamil Nadu, has area of operation of 
Dharmapuri and Krishnagiri District in Tamil Nadu, with 41 Branches and 596 members 
societies. Govt.of Tamilnadu and 596 members societies are the shareholders of the bank.  
Bank performs its day-to-day banking business under CBS (CORE Banking Solution) 
platform from the year 2013-14. 
 

 Due to a stringent drought prevailed in the state of Tamil Nadu from the year 2000-
01, due to non-recovery of agricultural loans, Dharmapuri DCC Bank started earning losses 
and  with reference to its financial position as on 31.03.2002, the bank was declared by 
NABARD, as non-complaint with the provisions of the sec. 11(1) of the B.R.Act 1949-
(AACS). This situation prevailed up to the year 2005-06. 
 
   As on 31.03.2006, the bank was having accumulated losses of Rs.145.07 Crores. This 
accumulated losses which occurred, on a/c of NPA provisions created to the extent of 
Rs.115.00 Crores on part of agricultural loans. Negative Net worth of the Bank was (-) 
Rs.120.83 Crores and the deposit erosion was 45.90%, against the total deposit outstanding of 
Rs.263.23 Crores as on 31.03.2006. In this context, to extend remedial measures to the 
farmers under distress, Govt. of Tamil Nadu, have announced “Farm Loan Waiver Scheme’ 
2006. Under the waiver scheme, the crop loan principle and interest payable by farmers to co-
operative banks as on 31.03.2006 was totally waived by the Govt. of Tamil Nadu and the 
waiver compensation to Co-operative Banks was extended by the Govt. 

 
  By virtue of the Farm Loan Waiver Scheme’ 2006, and by the benefit of release of 
NPA provisions created on part of the waived agricultural loans, the bank had recompiled 
with the provisions of Sec.11(1) of the B.R. Act 1949(AACS), as on 31.03.2007, as the major 
lending portfolio of the bank had focused to agricultural lending. From then, consequent to 
the improvement achieved in mobilization of deposits and diversified loans and advances the 
bank was started earning Profit from the year 2006-07(for the year 2006-07 - Rs.496.66 lakhs 
and 2007-08 Rs.11636.67 lakhs). 
  
 Reserve Bank of India directed STCBs/DCCBs to disclose their level of CRAR from 
the year 2007-08, however no % of CRAR was prescribed at that time.  As on 31.03.2008, 
the bank had paid-up capital of Rs.2811.17 lakh and the bank had an accumulated losses of 
Rs.2373.95 lakh, with the CRAR level of 1.37%. 
 
 By earning audited Profit of Rs.2389.98 Lakh for the year 2008-09, Bank had wiped 
out its entire accumulated losses of Rs.2373.95 lakh as at the end of the year 2007-08. After a 
span of 9 years from the year 1999-2000, the bank had earned a net profit of Rs.16.03 lakhs 
(i.e.: wiped out its entire accumulated losses of Rs.14507.28 lakhs as on 31.03.2006). In view 
of the above development, Bank had paid-up capital of Rs.3583.99 lakh and achieved CRAR 
level of 8.14% as on 31.03.2009. 
 

 
 



Action taken by the Bank to improve further its level of CRAR and augment its 
mobilization of     Share Capital in order to comply with RBI directives continuously 

 
v Consequent to the improvement achieved in the turnover (Deposit + Advances), bank 

earned continuous profit from the year 2006-07 and Net Profit from the year 2008-09. 
By virtue of continuous net profit, and appropriation of net profit to free reserves, 
Tier-I capital has increased substantially.  
 

v Under the scheme of STCCS revival package as implemented by Govt. of India,  
bank’s  Share of loss to the extent of Rs.1253.62 lakh as arrived at in the  special audit 
carried out was debited to Profit and Loss account for the year 2013-14 and 
appropriated to capital account. 

 
v Share linking to borrowings of PACSs from the bank was enhanced from 6.00% to 

8.33% to accelerate its mobilization of Share Capital. In view of this enhancement in 
the % of Share Capital, Share Capital mobilized from PACSs has increased from Rs. 
1748.96 lakhs as on 31.03.2008 to Rs.2895.01 lakhs as on 31.03.2017. 

 
v Bank had diversified its lending portfolio to Non-Farm Sector (NFS) and issued more 

loans especially to Employees Thrift & Credit Societies (EMPCS), there by bank had 
mobilized substantial additional Share Capital. Resulting this diversification of 
lending, the paid up capital has increased from Rs.737.33 lakhs as on 31.03.2008 to 
Rs.4230.27 lakhs as on 31.03.2017.              

                                                                    
v Associate member fee of Rs.5/- was enhanced to Rs.50/- and the same was capitalized 

instead of treating it as miscellaneous income for the particular period of its receipt. 
 
v Followed Dividend Payout ratio as prescribed by RBI for declaration of dividend in 

order to appropriate major portion of Net Profit to free reserves.                                                      
   
v Keeping major portion of CRR in the form of cash in chest instead of keeping in 

current account of other banks, to minimize Risk Weight on the portion of Bank 
balances. 

 
v Total required SLR investments made in the form of Govt. Securities to minimize 

Risk Weight on the other form of investments. 
 
v Issued major exposure of Jewel Loans below Rs.1.00 lakh to assign 50% of Risk 

Weight on the Jewel Loan exposure. 
By implementing the above action plan, as on 31.03.2017 the bank has mobilized paid up 

capital of Rs.7326.81 lakh and achieved CRAR level of 15.29% (Subject to NABARD 
inspection). 

          
                                                                                      Presented by 

             Dharmapuri DCC Bank, Dharmapuri,  
    Tamil Nadu - 636 701. 


