
THE KANARA DISTRICT CENTRAL CO.OPERATIVE BANK LIMITED,
HEAD OFFICE, S|RSI(UTTARA KANNADA)

POLICY FOR THE APPOTNTMENT OF STATUTORY AUDTTORS (SAS)

(Approved by Board Meeting Resolution No.34 dated 06-12-2024)

1. Obiective and Purpose

This Poticy on Appointment of Statutory Auditors (this "Poticy") is designed to

govern the appointment of Statutory Auditor/s (SA) of THE KANARA DISTRICT

CO OPERATIVE BANK (the "Bank" ). u 
. r

This poticy aims to ensure a transparent and standardized process for the

appointment, re-appointment, and removal of Statutory Auditors (SAs) for Audit

of our Banks in atignment with Reserve Bank of lndia ("RBl") Guidetines and

regutations. lt atso outtines procedures to uphotd auditon independence and

oveisee performance, ensuring rigorous standards of audit qruiity and

regutatory comptiance.

2. Backqround/Rationale

Reserve Bank of lndia (RBl) vide its circutar dated January, 2074, 
"has 

issued

guidelines f or appointment of Statutory Auditors (SAs), Guidetines on

Appointment / Re-appointment of Statutory Auditors of State Co-operative

Banks and CentraI Co-operative Banks vide

Ref.No.DOS.ARG/SEC.8/08.91 .001 12023-24 dated 1 5.01 .2024.

The Bank has accordingty prepared this poticy for appointment of SAs in

conformation with the extant norms of RBI;

Appticabititv

This poticy appties to the Bank for appointment of central Auditors with

effective from Apri[ 1,2024.

Definitions

4.1"Central co-operative bank" as defined under sub-section (d) of Section 2

of Nationat Bank for Agricutture and Rural Devetopment Act, 1981

4.2 "NABARD" means "National Bank" estabtished under Section 3 of National

Bank for Agricutture and Rural Development Act, 1981

4.3'BANK" means "The Kanara District Central Co operative Bank Ltd.,

Sirsi (U.K.)"

.4 Board means "The board of directors of the bank"

3.

4.
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4.5 Audit Committee (ACB) means "The Committee formutated by the board"

4.6'Year'means the financial year of the Bank commencing from 1st of ApriI

and ending on 31st. March of the next year as defined in the Act and for

which Statutory Auditors are to be appointed.

4.7'Firm'.means a Partnership firm or Limited Liabitity Partqership as defined

in section 4 of lndian Partnership Act, 1932 or LLP Act

5. RBI Approval for Appointment or Re-appointment of Statutorv Auditors (SAs)

The Bank sha[[ take prior approva[ of RBI for appointment/ reappointment of

SAs on annua[ basis.

The Bank shatt appty to RBI before 31st Juty of the respective financial year'for

such approvat.

6. Elieibilitv and Setection Criteria of Audit Firms for StatutorvAudit '

6. 1 Basic Consideration

6.1.1 Firm shoutd be a partnership firm of Chartered Accountants

6.1.2 Firm shoutd be Registered with lCAl having Registration number

6.1.3 Firm shoutd be Registered with RBI having Unique Code Number

6.1.4 Firm shoutd have Minimum No. of 3 (Three) Futt-Time partners (FTPs)

. associated with the firm for a period of at least three years. There

shoutd be at Least one-year of continuous association of partner(s) with

the firm as on the date of short listing (by banks) for considering them as

FTPs. '

6.1.5 The definition of 'exctusive association'witl be based on the fottowing

criteria:

. The FTP shoutd not be a partner(s) in other firm/s. .

. She / He shatt not be emptoyed futt time/part time elsewhere.

. She / He shat[ not practice in her / his own name or engaged in

practice otherwise or engaged in other activity which woutd be

' deemed to be in practice under Section 2(2) of the Chartered

Accountants Act, i949.
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. The Board / ACB shatl examine and ensure that the income of the

partner(s) from the firm / LLP is adequate for considering him /

her as fult-time exclusivety associated partner(s).

6.1.6 Out of totat FTPs of the Firm, Minimum No. of 2 (Two) Fettow Chartered

Accountant (FCA) Partner(s) associated with the firm for a period of at

least three years. t'

6.1.7 The firms shoutd have Minimum 1 (one) partner or paid CAwith CISA / ISA

/ DISA Quatification. There shatI be at least one-year continuous

association of Paid CAs (with CISA / ISA / DISA quatification) with the

" firm, as on the date of short listing, to consider them as Paid CAs with

CISA / ISA / DISA quatification for the purpose.

6.1.8 The Firm shoutd have Minimum No. of 4 (Four) years'of Audit Experience

and Minimum No. of 1 (One) years of Statutory Audit experience in

StCBs/CCBs. Audit exferience shall mean experience of the audit firm as

Statutory Central / Branch Auditor of Commerciat Banks / UCBs / NBFCs

(inctuding HFCs) / AlFls / Statutory Auditor of StCBs / CCBs / RRBs. ln

case of merger and demerger of audit firms, merger effect witt be given

two years after merger, white demerger witt be given effect immediatety.

6.f .9 Firm shoutd have Minimum No. of 4 (Four) Professional Staff.

Professionat staff inctudes audit and articte cterks with knowtedge of

book-keeping and accountancy and who are engaged in on-site audits but

exctudes typists / stenos / computer operators / secretaries /

subordinate staff, etc. There shat[ bb at least one year of continuous

association of professional staff with the firm, as on the date of short

[isting, for considering them as professional staff.

6.1.1OThe firm name shoutd be tisted in the State-wise Auditor tist of etigibte

audit firms (A or B category) comptied Annuatty by the NABARD.

1.11The firm is having fair knowtedge of the functioning of cooperative

sector and knowiedge of l.anguage of the state of Karnitaka.
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6.1.12The Firm shoutd have empanetted with the D'irectorate of Cooperative

Audit, Bengaturu.

6.1.13 The firm shoutd submit the Form B (Etigibil.ity Certificate) as prescribed

by the RBI along with the other retevant document time withjn the

prescribed time specified by the Bank for that year. d

6.1.14 The Firm shoutd not have any credit retationship with the Bank/branch

other than borrowings against their own deposits/jewets.

The above consideration has been drawn up considering the Bank Asset

" s'ize of up-to Rs.15,000 Crore.

6. 2 . AdditionaI Consideration

6.7.1 The audit firm, proposed to be appointed as SA, shoutd be duty qualified

for appointment as duditor of a company in terms of Section 141 of the

Companies Act, 2013.

6.2.2 The audit firm should not be under debarment by any Government

Agency, Nationat FinanciaI Reporting Authority (NFRA), the lnstitute of

Chartered Accountants of lndia (lCAl), RBI or Other Financial Regutators.

6.2.3 The bank shatl ensure that appointment of SA is in accordance with the

lCAl's Code of Ethics I any other such Standards adopted and does not

give rise to any conftict of interest.

6.7.4 lf any partner(s) of a Chartered Accountant firm is a director in any

bank, the said firm shatl. not be appointed as SAof that particutar bank.

6.2.5 The auditors shoutd have capabitity and experience in depl.oying

Computer Assisted Audit Tools and Techniques (CAATTS) and Generatized

Audit Software (GAS), commensurate with the degree / comptexity of

computerization of the banks.
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6.3 Continued Compliance with basic etigibility criteria

6.3.1 ln case an audit firm (after appointment) does not compty with any of

the etigibitity norms (on account of resignation, death, etc., of any of

the partner(s) / emptoyee(s), action by Government Agencies / NFRA /
lCAl / RBI / other Financial Regutators, etc.) as stated in B (ii) above, it
shatt promptty approach the bank with futt detaits. Flrther, such audit

firm shatl take a[[ necessary steps to become etigibte within a reasonabte

time and, in any case, the audit firm shoutd be in comptiance with the

above norms before commencement of Annual Statutory Audit for

Financial Year ending 31st March and titt the comptetion of annual audit.

6.3.2 ln case of any extraordinary circumstance after the commencement of

audit, such as death of one or more partner(s) / emptoyee(s), etc.,

which may render the firm inetigibte with respect to one or more of the

etigibitity norms, RBI witt have the discretion to atlow the concerned

audit firm to comptete the audit, as a special case.

7. lndependence of Auditors

.The Board/ACB is responsibte for monitoring auditolindependence, avoiding

confticts of interest. The fottowing aspects need to be specificatiy

considered white assessing independence as specified in the RBI circutar.

7.1 SAs cannot simultaneousty engage in other non-audit rotes or

concurrent audits for the same bank.

7.2 A minimum one-year gap is mandatory for any previous non-audit work

before an SA can be appointed.

7.3 lf any conftict of interest arises, it shou[d be reported to NABARD.
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8. Procedure for Appointment

8.1 Process for appointment of New firm as SAs:

The Bank shat[ shorttist audit firms for every vacancy of SAs basis a due

ditigence process as per estabtished procedures. However, in case of

reappointment of SAs by the bank titt comptetion of tenure of continuous

term of 3 years, there woutd not be any requirement of short [isting firms

and approval witl be sought from RBI to reappoint existing auditors untess

auditors are proposed to be changed for any justifiabte reason.

The name of shorttisted audit firms, in order of preference, shatl be ptaced

before the Board/ACB for setection as SAs. Upon selection of SAs by the

bank and verifying their comptiance with the etigibitity norms prescribed by

RBl, the bank shatl seek RBI's prior approval for appointment of SAs."

8.2 Process for annual review of existing Auditors (within three year

period):

Existing SAs witt be re-assessed annuatty (within their three year period) for

comptiance of etigibitity norms. The Bank shatl obtain the wittingness from

the existing SAs for re-appointment. ln case such consent is not received

from any of the existing SAs, Bank shall fottow the process for appointment

of New SA to fitt that vacancy as detaited betow.

The Bank shat[ obtain a certificate, atong with retevant information as per

Form B, from the audit firm(s) proposed to be appointed as SAs by the bank

to the effect that the audit firm(s) compties with att the etigibitity norms

prescribed by RBI for the purpose. Such certificate shoutd be signed by the

main partner/s of the audit firm proposed for appointment of SAs of the

Bank, under the seal of the said audit firm.

The Bank shatl verify the comptiance of audit firm(s) to the etigibitity norms

prescribed by RBI for the purpose and after being safisfied of their

etigibitity, recommend the names atong with a certificate, in the format as

per Form C, stating that the audit firm(s) proposed to be appointed as SAs

by them compty with att etigibitity norms prescribed by RBI for the purpose

a
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9. Tenure and Rotation of Auditors

9.1 Auditors are appointed for a one-year term and may be reappointed

annuatty for up to three consecutive years,, subject to continued

eiigibitity.

9.7 After compteting a futt or part-term, audit firms are..inetigibte for re-

appointment at the same bank for six years.

9.3 Earl.y termination of an auditor's term requires RBI approvat.

10. Review of Performance

10.1 The Board/ACB must annuatty assess the performance of the SAs.

Serious lapses or negl.igence must be reported to NABARD within two

months post-audit.

10.2 Any misstatement.in fjnancial statements due to audit tapses witl

invoke penatties as per statutory or regutatory frameworks.

11. Limit on Audits carried bv the proposed Audit Firm

11.1 Each audit firm can conduct statutory audits for a maximum of five

banks in a given year, inctusive of not more than one SICB per state.

11.2 This timit atigns with the cap on auditing regutated entities per RBI's

existing guidetines for SCAs and SAs of commercial banks dated April

77,2021.

11.3 ln a year, an audit firm cannot simuttaneousty take up statutory audit

of both SICB and CCBs operating in the same State.

12. Audit Fees

The Board/ACB witl set SA audit fees, ensuring they are proportionate to the

audit's Scope, bank asset size, complexity, and geographic coverage. Fees

shouLd compty with retevant statutory and regutatory standards.

...8
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Board's Responsibi lities:

FoItowinq are the responsibitities of the Board of the Bank.

13.1 To verify the profile of audit firms with necessary dectarations as

required by RBI for obtaining prior approval of Bangatore Regional

Office of the Reserve Bank of lndia for appointment of Statutory

Auditors and if satisfied passing of resotution in that"regard. 
e

13.2To monitor and assess the independence of the statutory auditors.

Any concerns in this regard shatl be ftagged to the Bangatore Regional

Office of RBI

13.3To review the performance of statutory auditors on an annuaI basis.

Any serious [apses/negtigence in audit responsibitities or conduct

issues on the part of the statutory auditors or any other matter

considered as relevant shatl be reported to RBI within two months

from comptetion of the annual audit.

13.4To seek prior approval of RBI for removal of statutory auditors, if

found necessary.

Audit Committee Responsibilities:

14.1To prepare a shortlist of minimum two Partnership/Limited Liabitity

Partnership (LLP) Firms for appointment as Statutory Auditors for the

Bank. For this purpose detaited information in Form No. 'B' along

with dectaration and certificate as prescribed RBI given in the

Annexure duty signed by the main Partner shatl be obtained from

each Audit Firm.

14.2To ptace before the Board the names of shorttisted Audit Firms, in

order of preference, for setection.

14.3To obtain Board's permission for approaching RBI for prior approva[

for appointment of Statutory Auditors upon setection of Audit Firms

by the Board after verification of the comptiance of the Audit Firms

proposed to be appointed as Statutory Auditors with the etigibil.ity

norms prescribed by RBI

,.,9
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14.4To sr-rbrrit Form B containing the cietajls of shortljsted Aurdit Firms

alor'rg wjth their dec[arattons arrd certiftcates and Forrn C reLatirrg to
Bank's certlfjcate atong with extraction of the Board's resoLutjon

recommerrding tl-re names of ai-rdjt firrns for appointment as S.As in the

order of preference to Bangatore Regional Office of the Reserve Bank

of lndia and seek 1ts approvaI for appointment of Statutory Auditors"
'!4.5On receipt approvaI for appointment statutory aLrciitors from RBl, to*

sencl r:ecessary appointment letter to the concerned ar-idjt firm with a
request to take r-rp the ar,rdjt work and furnish five copies of thejr
report along with Balance Sheet and Profit & Loss Statement duly

certif ied 
"

14.6Tc provlde the auditors with a meeting room and access to

compi,rterized books, files and records for verificatjorr,

14.7To prcvide a senior official for furnjshing att physicat books. Loan fjles,

docurnents, records as are required for examination and give aLt

necessary jnformatjon and explanations catled for by the Audjtors.

14.8 lb inform att staff

branclres to give a[[

r\u d itors.

14"9To take steps for l

made in respect of

Auiciitors"

and officers working in AO departments and

information and explanations caIted for by the

spot correction / rect jf ication /comptiance to

errors/mistakes/ irregutarrties pointed out

be

by

14.10 lb jnform RBI witlr the permissjon of the Boarcl any conftict of

intei"est positlorr jn ternrs of relevant reguIatory provisions; standards

and best practices; lapses 1n carrying out audit assignments resutting

rit misstatement of Bank's financial statements; and any

vjoLations/[apses vis-a-vis the RBI's directions/guidetrnes regarding

lhe role ancl responsjbjljtles of the audjtors in relatjon to the Bank;

death of cne or more partners, emptoyees.
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1 5. B;-anch / bus.iness coverase under the Statutorv Audit,
To decide the branch i business coverage under the Statutory Audit, the bank

shall folLow foILowrng Norms whiLe making selectjon of branches for audit ;

15.1 The branches selected for audit shou[d cover at least 70% of the total

advances outstanding.

15.2Top 20 branches / Top 70% of the branches of the banks 11n case of

banks having less than'100 branches) to be selected jn or;der of level of

outstanding advances shouId be computsorrty inctuded for audjt. 
$

'15.3 Branches where fraud, embezzlements or transactions of a suspicrous

nature are suspected or have taken ptace may be taken up for audit, if
nor covered with reference to (15.2) above

'15.4"Branches where the [oan, busjness growth is 50% and more ove'r the

preceding year shou[d atso be computsoril.y taken for audit, if not

covered with reference to criterja (15.2) and (15.3) above.

'15"5 The actual selectjon of branches to be taken up for audjt should be

decjded by the Board / ACB keeping jn view the above guidellnes.

15.5 Wh ji.e deciding the branches and busjness coverage, the bank shatl

jnteraLja consider bank-specific characteristrcs such as degree of

centraLjsation of processes, need to address fraurd rjsk and credjt risk,

adverse report from jnterna[ / concurrent auditors, whjstle bLower

complaints, and unusuaI patterns / activity shown by internaI MIS

rannrlctsPUt L).

15.7 The bank shaI also disclose on its website / pubtic domain the extent of

branch / br-rsiness coverage under Statr-rtory Audit for the respective

year and the prevlous year.

16. Governance/Oversiqht :

The Board/ACB of the Bank may review the poticy as and when required /
need-based.

In case there are any regutatory changes reqr-riring modifications to the
Pollcy, the PoLicy shaIt be reviewed and amended at the next possibLe

opportunity. However, the amended regulatory requirements wjLL supersede
the Policy tjll the time Potjcy is suitabLy amended. The Board approved
Policy wjLt be hosted on Banks offjciaI websjte,

Grl--
TKue c,sev MANAbTNo'ffircroryi'iqi}'
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