
 
Appendix 

Master Circular on Investments by Primary (urban) Co-op. Banks 

A. List of Circulars consolidated in the Master Circular 

 
No Circular No. Date Subject 
1. UBD BPD (PCB) No 47 /16.20.000/08-09

 
30/01/09 Placement of deposits with other banks by 

primary (urban) cooperative 
banks (UCBs) 
 

2. UBD BPD (PCB) No 46 /16.20.000/08-09
 

30/01/09 Investments in Non-SLR securities by 
primary (urban) cooperative banks 
 

3. UBD BPD (PCB) No 37/16.26.000/08-09 
 

21/01/09 Banking Regulation Act 1949 (AACS)- 
Investments in Government and 
other approved securities by UCBs – 
Exemption under Section 24A 
 

4. UBD BPD (PCB) No 28 /16.26.00/08-09
 

26/11/08 Banking Regulation Act, 1949 (As 
Applicable to Co-operative Societies) 
Section 24- 
Investment in Government and other 
approved securities by 
Urban Co-operative Banks (UCBs)  

5. UBD BPD No:56 /16.20.000/07-08 17/06/08 Valuation of Non-SLR securities issued by 
the Government of India 

6. IDMD/ No. 3166/ 11.01.01(B) 01/01/08 WI transactions on Government Securities 

7. UBD BPD No:14/16.20.00/07-08 18/09/07 Investments in Non-SLR securities 

8. UBD BPD No: 7/ 09.29.000/2006-07 18-08-2006 'When issued' transactions in Govt. 
Securities 

9. UBD BPD No: 1/ 09.09.001/2006-07 11-07-2006 Priority Sector Lending – Investments in 
NHB / HUDCO 

10. UBD BPD No: 41/ 16.20.000/2005-06 29-03-2006 Investment portfolio of UCBs - valuation 
11. UBD BPD No: 31/ 13.01.000/2005-06 17-02-2006 Investment in Government Securities 
12. UBD BPD No: 41/ 16.20.000/2004-05 28-03-2005 Investment portfolio of UCBs - valuation 
13. UBD BPD No: 16/ 16.20.000/2004-05 02-09-2004 Investments – classification and valuation 
14. UBD BPD No: 49/ 09.80.00/2004-05 20-06-2005 Ready Forward Transactions 
15. UBD BPD No: 50/ 09.80.00/2004-05 20-06-2005 Govt Sec- T +  1 settlement 
16. UBD BPD No: 51/ 09.80.00/2004-05 20-06-2005 Settlement of securities on primary issues  
17. UBD.BPD.No.37/12.05.01/2004-05 26.02.2005 Investment portfolio of banks – Reporting 

system 
18. UBD.BPD.SUB.CIR.5/09.80.00/2003-04 28-04- 2004 Transactions in Government Securities 

(DVP III) 
19 UBD.BPD.PCB.Cir.45/16.20.00/2003-04 15-04- 2004 Investment in non-SLR debt securities by 

UCBs 
20 UBD.BPD.PCB.Cir.44/09.29.00/2003-04 12-04- 2004 Sale of Govt. Securities allo UBD BPD No: 

41/ 16.20.000/2004-05cated during the 
auctions for primary issues on the same day. 

21 UBD.BPD.PCB.Cir.42/09.11.00/2003-04 1-04- 2004 Maintenance of CSGL Accounts 
22 UBD.BPD.PCB.Cir.35/13.05.00/2003-04 27-02-2004 Placement of deposits by NSCBs with 

strong sch UCBs 
23. UBD.BPD.PCB.Cir.34/13.05.00/2003-04 11-02-2004 Maximum limit on advances – limits on 

exposure to individual/group borrowers – 
Computation of capital funds 
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24. UBD.BPD.PCB.Cir.33/09.11.00/2003-04 11-02-2004 Maintenance of CSGL Accounts 
25. UBD.BPD.PCB.FIR.26/16.20.00/2003-04 2-12-2004 Investment in shares of ICICI Bank Ltd. 
26. UBD.BPD.PCB.Cir.12/09.29.00/2003-04 04-09-2003 Investment Portfolio of UCBs – Guidelines 

for Investment Fluctuation Reserve 
27. UBD.BPD.Cir.No.11/09.29.00/2003-04 02-09-2003 Investment Portfolio of UCBs – 

Classification & Valuation of investments 
28. UBD.BPD.PCB.Cir.8/9.2900/2003-04 16-08-2003 Trading of Government Securities in Stock 

Exchanges 
29. UBD.BPD.Cir.No.1/09.11.00/2003-04 08-07-2003 Settlement in respect of Government 

Securities Transaction – Compulsory 
settlement through CCIL 

30. UBD.BPD.PCB.Cir.No.2/09.80.00/2003-04 08-07-2003 Scheme for Non-Competitive Bidding 
Facility in the Auction of Government of 
India dated securities 

31. UBD.PCB.56/09.29.00/2003-04 02-07-2003 Investment Portfolio of Banks – 
Transactions in Securities 

32. UBD.BPD.PCB.Cir.No.46/16.20.00/2002-03 17-05-2003 Placement of deposits by non-scheduled 
UCBs with Scheduled UCBs 

33. UBD.BPD.PCB.No.44/09.80.00/2002-03 12-05-2003 Guidelines for uniform accounting for 
Repo/Reverse Repo transactions 

34. UBD.BPD.PCB.Cir.No.39/09.29.00/2002
-03 

13.03.2003 Trading of Government Securities on 
Stock Exchange 

35. UBD.BP.No.35/16.26.00/2002-03 18-02-2003 Prices of Government Securities in the 
Secondary Market 

36. UBD.BPD.SPCB.No.9/09.29.00/2002-03 27-01-2003 Reconciliation Procedure for 
Government Loans 

37. UBD.POT.PCB.Cir.No.06/09.29.00/2002
-03 

06-08-2002 Investment Portfolio of UCBs – 
Transactions in Government Securities 

38. 
UBD.POT.PCB.Cir.No.5/09.29.00/02-03 

22-07-2002 Investment portfolio of banks – 
transaction in securities 

39. UBD.POT.No.49/09.80.00/2001-02 17-06-2002 Ready Forward Contracts 
40. UBD.CO.POT.PCB.Cir.No.48/09.29.00/2

001-02 
11-06-2002 Certification of holding of securities in 

banks’ investment portfolio 
41. UBD.BR.No.47/16.26.00/2001-02 07-06-2002 Investments in Government and other 

approved securities by UCBs 
42. UBD.PCB.Cir.No.46/09.29.00/2001-02 06-06-2002 Investment Portfolio of Banks – 

Transaction in Securities 
43 UBD.Plan.SCB.Cir.No.10/09.29.00/2001-

02 
26-04-2002 Investment Portfolio of Urban Banks – 

Transactions in Government Securities 
44 UBD.Plan.PCB.Cir.No.41/09.29. 

00/2001-02 
20-04-2002 Investment Portfolio of Banks – 

Transactions in Securities 
45 UBD.BR.Cir.No.19/16.26.00/2001-02 22-10-2001 B,R.Act, 1949 (AACS) Section 24 – 

Investment in Government and other 
approved securities 

46 UBD.No.BR.6/16.26.00/2000-01 09-08-2001 B.R. Act, 1949 (AACS) Section 24 – 
Investment in Government and other 
approved securities 

47. UBD.No.CO.BSD.I.PCB.44/12.05.05/20
00-2001 

23-04-2001 Guidelines for Classification and 
Valuation of Investments by Banks 

48. UBD.No.BR.Cir/42/16.26.00/2000-01 19-04-2001 Banking Regulation Act, 1949 (As 
Applicable to Co-operative Societies) - 
Section 24 - Investment in Government 
and other approved Securities by Urban 
Co-operative Banks (UCBS) 
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49. UBD.No.43/16.20.00/2000-01 19-04-2001 Investment of Funds by Urban Co-
operative Banks as deposits with other 
institutions and other Urban Co-
operative Banks 

50. UBD.No.POT.Cir.PCB.39/09.29.00/ 
2000 

18-04-2001 Sale of Government Securities Allotted 
in the Auctions of Primary Issues 

51. UBD.No.Plan.PCB.Cir/22/09.29.00/ 
2000-2001 

30-12-2000 Investment Portfolio of banks - 
Transactions in securities - Role of 
brokers 

52. UBD.Plan.PCB.Cir/26/09.80.00/99-2000 28-03-2000 Ready Forward Contracts 
53. UBD.Plan.18/09.80.00/1999-2000 30-12-1999 Banks' own investment in State 

Government Loans -Payment of 
brokerage commission 

54. UBD.No.Plan.PCB.04/09.80.00/99-2000 25-08-1999 Ready Forward Transactions 
55. Ref. UBD No.BR. 26/18.20.00/98-99 07-04-1999 Investment of funds by primary (urban) 

co-operative banks In public sector 
undertakings/ companies 

56. UBD.No.Plan.PCB.DIR.3/09.80.00/98-99 17-08-1998 Reverse Ready forward transactions 
57. UBD.No.BR.1/16.20.00/98-99 10-07-1998 Investment by urban co-op. banks – 

Valuation of Investments – US – 64 
units 

58. UBD No.61/16.20.00/97-98 04-06-1998 Investment of Investment by Urban 
Cooperative Banks - Valuation of 
Investment - US- 64 Units funds by 
primary (urban) co-operative banks in 
public sector undertakings/companies 

59. UBD.No.Pl.an.PCB/Cir.56/09.60.00/ 97-
98 

13-05-1998 Investment in Certificates of Deposit 
(CDs) by primary (urban) co-operative 
banks 

60. UBD.No.Plan.SUB.20/09.81.00/97-98 19-02-1998 Retailing of Government Securities 
61. UBD.No.BP.37/16.20.00/97-98 29-01-1998 Investment by Urban Co-operative 

Banks - Valuation of Investments 
62. UBD.No.BSD.I (PCB) 22/ 12. 05. 00 / 

97-98 
26-11-1997 Investment by Urban Co-operative 

Banks Valuation of Investments 
63. UBD.No.Plan.SUB.No.17/09.83.00/97-98 19-11-1997 Statistical data relating to investments 

in Money Market 
Instruments/Government Securities 

64. UBD.No.Plan.PCB/Cir.21/09.60.00/97-
98 

11-11-1997 Investment in certificates of deposit 
(CDs) by Urban Co-operative Banks 

65. UBD.No.Plan.PCB.Cir.19/09.29. 
00/97-98 

10-11-1997 Investment Portfolio of banks-
Transactions in securities-Role of 
brokers 

66. UBD.No.Plan.PCB.56/09.60.00/96-97 06-06-1997 Investment in Certificates of Deposit 
(CDs) by Urban Co-operative Banks 

67. UBD.No.DS.SUB.CIR.7/13.07.00/96-97 07-01-1997 Investment of Surplus Funds by 
primary co-operative Banks in Bills 
Rediscounting Scheme 

68. UBD.No.Plan.PCB.34/09.29.07/96-97 30-12-1996 Investment portfolio of banks 
Transactions in securities 

69. UBD.No.Plan.PCB.No.30/09.82.00/96-97 27-11-1996 Investment by Urban Co-operative 
Banks in the Units of Unit Trust of 
India (UTI) 

70. D.No.Plan.PCB.19/09.29.00/96-97 11-09-1996 Investment portfolio of banks - System 
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for custody and control of unused B. R. 
Forms 

71. UBD.No.Plan.PCB.7/09.60.00/96-97 19-07-1996 Investment in certificates of deposit by 
Urban Co-operative Banks 

72. UBD.No.Plan/PCB/69/09.29.00/95-96 21-06-1996 Investment portfolio of banks - 
Transactions in securities 

73. UBD.No.BR.Cir.52/16.20.00/95-96 16-03-1996 Investment of funds by Urban Co-
operative Banks in Public Sector 
Undertakings/Companies 

74. UBD.No.Plan.PCB.47/09.60.00/95-96 29-02-1996 Investment in Certificates of Deposit 
(CDs) by Urban Co-operative Banks 

75. UBD.No.BR.12/16.20.00/95-96 06-01-1996 Investment of funds by urban co-
operative banks in bonds of public 
sector undertakings 

76. UBD.No.BR.Cir.33/16.26.00/95-96 03-01-1996 Banking Regulation Act, 1949 (As 
applicable to Co-operative Societies) 
Section 24-Investment in Government 
and other approved securities by 
primary co-operative banks 

77. UBD.No.Cir.63/16.26.00/94-95 16-06-1995 Banking Regulation Act, 1949 (As 
applicable to Co-operative Societies) 
Section 24-Investment in Government 
and other approved securities by 
primary co-operative banks 

78. UBD.No.BR.CIR.53/16.20.00/94-95 24-04-1995 Investment of funds by Urban Co-
operative Banks in Public Sector 
Undertakings/Companies 

79. UBDNo.Plan.PCB.32/09.29.00/94-95 24-11-1994 Investment Portfolio of Banks - 
Transactions in Securities - Bank 
Receipts/Role of brokers 

80. UBD.No.Plan.PCB.29/09.80.00/94/95 09-11-1994 Ready Forward Transactions 
81. UBD.No.Plan.PCB.14/09.80.00/94-95 24-08-1994 Ready Forward Transactions 
82. UBD.BR.10/PCB(CIR)/16.20.00/9495 01-08-1994 Investment of funds by primary co-

operative banks in public sector 
undertakings/companies 

83. UBD.BR.CIR.72/16.20.00/93-94 16-05-1994 Investment of funds by urban co-
operative banks in public sector 
undertakings/companies 

84. UBD.No.PLAN 
(PCB).CIR.56/09.29.00/93-94 

11-02-1994 Investment portfolio of banks - 
Transactions in Securities. 

85. UBD.No.Plan.51/09.29.00/93-94 20-01-1994 Investment portfolio of banks - 
Transactions in Securities - Bouncing 
of SGL transfer forms - Penalties to be 
imposed: 

86. UBD.No.3/09.29.00/93-94 02-08-1993 Investment port-folio of banks - 
Transactions in securities - Aggregate 
contract limit for individuals brokers – 
Clarifications 

87. UBD.No.Plan.74/UB.81-92/93 17-05-1993 Investment portfolio or banks - 
Transactions in securities 

88. UBD.No.Plan.13/UB.81/92-93 15-09-1992 Investments portfolio of banks 
Transactions in securities 

89. UBD.No.BR.1866/A.12(19)-87/88 13-06-1988 Investments of Funds by Urban Co-
operative Banks as Deposits with 
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Public Sector Undertakings/ 
Companies/Corporations/Co-operative 
Institutions 

90. UBD.No.DC.84 /R.1(B).87/88 13-02-1988 Bills Rediscounting Scheme - 
Rediscounting of Bills with Banks and 
Financial Institutions 

91. UBD.No.BR.1455/A12(24)-85/86 31-05-1986 Banking Regulation Act, 1949 (as 
applicable to co-operative societies) - 
Section 24 - Investment in Units issued 
by the Unit Trust of India 

92. UBD.BR.871/A.12 (24)-84/85 10-05-1985 Banking Regulation Act, 1949 (as 
applicable to co-operative societies) - 
Section 24 - Investment made under 
national deposit scheme 

93. UBD.BR.498/A.12 (24) -84/85 08-01-1985 Banking Regulation Act, 1949 (As 
Applicable to Co-operative Societies) 
Section 24 - Investment in Government 
and Other Trustee Securities by 
primary co-operative banks 

94. UBD.NO.DC.597/R.41-84/85 31-10-1984 7% Capital Investment Bonds 
95. UBD.P&O.1121/UB. -63-83/84 01-06-1984 Bank's own investment in central state 

government loans-payment of 
brokerage 

96. ACD.ID (DC) 1799/R.36/79/80 10-01-1980 Subscription/purchase of 7 year 
national rural development bonds 

97.. ACD.ID. (DC) 1800/R.36-79/80 10-01-1980 Directive relating to 
subscription/purchase of 7 year national 
rural development bonds 

98. ACD.BR.446/A.12 (19)/72-3 01-11-1972 Banking Regulation Act, 1949 (As 
Applicable to Co-operative Societies) 
Section 19 

99. ACD.BR.463/A.12 (19)/70-7 09-11-1970 Banking Regulation Act, 1949 (As 
Applicable to Co-operative Societies): 
Section 19 

100 ACD.BR.1/A.12 (19)/68-9 01-07-1968 Section 19 of the Banking Regulation 
act 1949 (as applicable to co-operative 
societies): Restriction on holding shares 
in other co-operative societies 

101 ACD.BR.3/A.12 (19)/68-9 01-07-1968 Section 19 of the Banking Regulation 
Act, 1949 (as applicable to co-operative 
societies): Restriction on holding shares 
in other co-operative societies 

102 ACD.BR.903/A.12 (19)/67-8 22-12-1967 Banking Regulation Act, 1949 (as 
applicable to Co-operative Societies): 
Section 19: Restriction on holding of 
shares in other co-operative societies 

103 ACD.BR.388/A.11 (19) 65-6 01-03-1966 Section 19 of the Banking Regulation 
Act: Restriction on holding shares in 
other co-operative societies 
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	2.1 Act Provisions
	2.1.1 In terms of provisions of section 24 of the Banking Regulation Act 1949, (As applicable to co-operative societies), every primary (urban) co-operative bank is required to maintain liquid assets which at the close of business on any day should not be less than 25 percent of its demand and time liabilities in India (in addition to the minimum cash reserve requirement).
	2.1.2 The banks may hold such liquid assets in the form of cash, gold or unencumbered approved securities.  
	2.1.3 ‘approved securities’ as defined by section 5(a) (i) & (ii) of the Banking Regulation Act, 1949 (AACS) mean -
	2.2.1 All primary (urban) co-operative banks are required to maintain a certain minimum level of their SLR holdings as a percentage of their Net Demand and Time Liabilities (NDTL) as indicated below:

	2.3     Manner of Holding Mandatory Investments
	2.3.1 The Securities may be held in either of the three forms viz: (a) Physical scrip form, (b) Subsidiary General Ledger (SGL) Account and (c) in a dematerialised account with depositories (NSDL/CDSL, NSCCL).  In respect of securities with SGL facility, the SGL account can be maintained in the bank's own name directly with the Reserve Bank of India, or in a Constituent SGL Account opened with any scheduled commercial bank/state co-operative bank/primary dealer (PD) or Stock Holding Corporation of India Ltd. (SHCIL) 

	3.1 Keeping in view the various regulatory/statutory and the bank's own internal requirements, primary (urban) co-operative banks should lay down, with the approval of their Board of Directors, the broad Investment Policy and objectives to be achieved while undertaking investment transactions. The investment policy should be reviewed each year.  The Board/Committee/Top Management should actively oversee investment transactions. Banks should not undertake any transactions on behalf of Portfolio Management Scheme (PMS) clients in their fiduciary capacity, and on behalf of other clients, either as custodians of their investments or purely as their agents.
	3.2 The bank’s investment policy should clearly define the authority to put through deals, procedure to be followed for obtaining sanction of the appropriate authority, putting through deals, fixing various prudential exposure limits, and reporting system.
	  3.4 All the transactions should be clearly recorded indicating full details. The top management should undertake a periodic review of investment transactions in a critical manner and put up large transactions to the Board, for information.
	3.5 A copy of the internal investment policy guidelines framed by the bank with the approval of its Board should be forwarded to the concerned Regional Office of the RBI, certifying that the policy is in accordance with the prescribed guidelines and the same has been put in place. Subsequent changes, if any, in the Investment Policy should also be advised to the Regional Office of the RBI.
	5.1          SGL Account
	    5.2       SGL Forms
	 
	5.3 Control, Violation and Penalty Provisions
	6.1          When to use BRs
	6.2     BR form issue, custody, record
	6.3      Settlement through BRs
	6.4     Control, Violation and Penalty Provisions

	7          ENGAGEMENT OF BROKERS
	 7.1         Dealing through Brokers
	7.2  Empanelment of Brokers

	 Note : Clarifications on certain  issues raised by the banks in this regard are  furnished in Annex I.  
	8 SETTLEMENT OF GOVERNMENT SECURITIES TRANSACTIONS – THROUGH CLEARING CORPORATION OF INDIA LTD.
	10. READY FORWARD CONTRACTS IN GOVERNMENT SECURITIES
	11          UNIFORM ACCOUNTING FOR REPO/REVERSE REPO TRANSACTION
	11.1    In order to ensure uniform accounting treatment for repo/reverse repo transactions and to impart an element of transparency, the banks should follow the uniform accounting principles detailed below: 
	11.1.1   The uniform accounting principles are applicable from the financial year 2003-04. Market participants may undertake repos from any of the three categories of investments, viz. Held for Trading, Available for Sale and Held to Maturity.

	12.      NON SLR INVESTMENTS
	13 INTERNAL CONTROL AND INVESTMENT ACCOUNTING
	13.1 Internal Control
	13.1.1 For every transaction entered into, a deal slip should be prepared which should contain details relating to name of the counter-party, whether it is direct deal or through a broker, and if through a broker, details of security, amount, price, contract date and time.  For each deal, there must be a system of issue of confirmation to the counterparty.
	13.1.2 The Deal Slips should be serially numbered and controlled separately to ensure that each deal slip has been properly accounted for.
	13.1.3 On the basis of vouchers passed after verification of actual contract notes received from the broker/counter-party and confirmation of the deal by the counter-party the Accounts Section should independently write the books of accounts.
	13.1.4    A record of broker-wise details of deals put through and brokerage paid should be maintained.
	13.1.5    The Internal Audit Department should audit the transactions in securities    on an ongoing basis and monitor compliance with the laid down management policies and prescribed procedures and report the deficiencies directly to the management of the bank.
	 13.2    Investment Accounting
	 13.2.1   Accounting Standards
	In order to bring about uniform accounting practice among banks in booking of income on units of UTI and equity of All-India Financial Institutions, as a prudent practice, such income should be booked on cash basis and not on accrual basis. However, in respect of income from Government securities/bonds of public sector undertakings and All-India Financial Institutions, where interest rates on the instruments are predetermined, income may be booked on accrual basis, provided interest is serviced regularly and is not in arrears.

	14 RECOMMENDATIONS OF GHOSH COMMITTEE
	The following recommendations made by the Ghosh Committee should be   implemented by the banks to prevent frauds and malpractices:
	 14.2       Internal Audit
	 14.3      Review
	14.4         Penalties for Violation


	15.  CATEGORISATION OF INVESTMENTS
	 15.1 Primary (urban) co-operative banks are required to classify their entire investment portfolio (including SLR and non-SLR securities) under three categories viz. -
	 15.2        Held to Maturity
	 15.2.1   Securities acquired by the banks with the intention to hold them up to maturity will be classified under "Held to Maturity" category.
	15.2.3 Primary (urban) co-operative banks are not permitted to invest in bonds and debentures of private sector companies. Their investments in bonds of PSUs and shares (as permitted by RBI) should be classified under 'Held to Maturity' category but these will not be counted for the purpose of specified ceiling under this category.
	15.2.4   Profit on sale of investments in this category should be first taken to the P&L Account and thereafter be appropriated to the Investment Fluctuation Reserve.  Loss on sale will be recognised in the P&L A/c.

	15.3          Held for Trading
	15.3.1     Securities acquired by the banks with the intention to trade by taking advantage of the short-term price/interest rate movements will be classified   under ‘Held for Trading’ category.
	15.3.2 If banks are not able to sell the security within 90 days due to exceptional circumstances such as tight liquidity conditions, or extreme volatility, or market becoming unidirectional, the security should be shifted to the ‘Available for Sale’ category, subject to conditions stipulated in paragraphs 15.5.3 and 15.5.4 below.

	    15.4 Available for Sale
	15.4.1   Securities which do not fall within the above two categories will be classified under ‘Available for Sale’ category.
	15.4.2  Banks have the freedom to decide on the extent of holdings under ‘Available for Sale’ category. This may be decided by them considering various aspects such as basis of intent, trading strategies, risk management capabilities, tax planning, manpower skills, capital position, etc.
	  (Profit or loss on sale of investments in HFT & AFS categories should be taken to P&L Account).

	15.5      Shifting of investments
	15.5.1  Banks may shift investments to/from ‘Held to Maturity’ category with the approval of the Board of Directors once in a year. Such shifting will normally be allowed at the beginning of the accounting year. No further shifting to/from this category will be allowed during the remaining part of that accounting year. 
	15.5.2      Banks may shift investments from ‘Available for Sale’ category to ‘Held for Trading’ category with the approval of their Board of Directors. In case of exigencies, such shifting may be done with the approval of the Chief Executive of the Bank, but should be ratified by the Board of Directors. 
	15.5.3  Shifting of investments from ‘Held for Trading’ category to ‘Available for Sale’ category is generally not allowed. However, it will be permitted only under exceptional circumstances such as mentioned in paragraph 15.3.2 above, subject to depreciation, if any, applicable on the date of transfer, with the approval of the Board of Directors/Investment Committee. 
	15.5.4  Transfer of scrips from one category to another, under all circumstances, should be done at the acquisition cost/book value/market value on the date of transfer, whichever is the least, and the depreciation, if any, on such transfer should be fully provided for.

	15.6    Classification of Investments in the Balance Sheet
	For the purpose of Balance Sheet, the investments should continue to be   classified in the following categories:
	(i) Government securities


	16       VALUATION OF INVESTMENTS
	16.1  Valuation Standards
	    16.1.1 Investments classified under 'Held to Maturity' category need not be marked to   market and will be carried at acquisition cost unless it is more than the face value, in which case the premium should be amortised over the period remaining to maturity.
	16.1.2 The individual scrip in the ‘Available for Sale’ category will be marked to   market at the year-end or at more frequent intervals. The book value of the individual securities would not undergo any change after the revaluation.
	16.1.3 The individual scrip in the "Held for Trading" category will be marked to market at monthly or at more frequent intervals. The book value of individual securities in this category would not undergo any change after marking to market .
	16.1.6 In respect of securities included in any of the three categories where interest/principal is in arrears, the banks should not reckon income on the securities and should also make appropriate provisions for the depreciation in the value of the investment. The banks should not set-off the depreciation requirement in respect of these non-performing securities against the appreciation in respect of other performing securities.            

	16.2     Market Value 
	16.2.1   Quoted Securities
	16.2.2    Unquoted SLR Securities
	16.2.3  Unquoted non-SLR securities


	17 INVESTMENT FLUCTUATION RESERVE (IFR) 
	 With a view to build up adequate reserves to guard against market risks:
	17.1 Banks should build up Investment Fluctuation Reserve (IFR) out of realised gains on sale of investments, and subject to available net profit, of a minimum of 5 per cent of the investment portfolio by March 2008. This minimum requirement should be computed with reference to investments in two categories, viz., ‘Held for Trading (HFT)’ and ‘Available for Sale (AFS)’.  It will not be necessary to include investment under ‘Held to Maturity’ category for the purpose.  However, banks are free to build up a higher percentage of IFR up to 10 per cent of the portfolio depending on the size and composition of their portfolio, with the approval of their Board of Directors.
	 17.2 Banks should transfer maximum amount of the gains realised on sale of investment in securities to the IFR. Transfer to IFR shall be as an appropriation of net profit after appropriation to Statutory Reserve.
	17.3  The IFR, consisting of realised gains from the sale of investments from the two categories, viz., ‘Held for Trading’ and ‘Available for Sale’, would be eligible for inclusion in Tier II capital.
	17.4 Transfer from IFR to the Profit & Loss Account to meet depreciation requirement on investments would be a ‘below the line’ extraordinary item. 
	17.5 Banks should ensure that the unrealised gains on valuation of the investment portfolio are not taken to the Income Account or to the IFR.
	17.6 Banks may utilise the amount held in IFR to meet, in future, the depreciation requirement on investment in securities.
	17.7 Creation of IFR as per the above guidelines is mandatory for primary (urban) co-operative banks having aggregate Demand and Time Liabilities of Rs. 100 crore and above, and optional for smaller banks.
	17.8   Distinction between IFR and IDR 
	18 REPORTING
	Scheduled primary (urban) co-operative banks are required to submit a statement containing information on their investments in approved securities and money market instruments, etc. on quarterly basis. The statement as at the end of each calendar quarter should reach RBI, Central Office, Urban Banks Department within 10 days from the close of the quarter.
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