BFG 301

BANKING LAWS AND OPERATIONS - |

Yashwantrao Chavan Maharashtra Open University

|



BFG 301

BANKING LAWS AND
OPERATIONS - |

SPECIAL GROUP : D - BANKING AND FINANCE GROUP

M. Com (M 17) —Part
Semester -l

9

R o

YASHWANTRAO CHAVAN MAHARASHTRA OPEN UNIVERSITY
Dnyangangotri, Near Gangapur Dam, Nashik 422 222, Maharashtra



'

YASHWANTRAO CHAVAN MAHARASHTRA OPE N IJNI‘H‘I- Rhl

Iml I
['llruuur School of Commerce & Mmmnunuﬂ : Dr .i‘:fl_l.l_l.l_l_t__l’ql:mdr

Vice-Chancellor : Vay nn.uul.m

—

i, Acshiaishy Mg n'l;..-,

State Level Advisory Committee

Drr, Subves Mnhajun

D Panadit Pudanade
Foameer Vice € hanoee o
Drirgior, Soliool of Clomumenee

& Manage
Yashwantrao Chavan Malurashirs

ST
Chpen University, Mashik

Dy Aahesh boolkarmi
Former Professor &
Research Gunde

B.Y K. College, Nushik

D AL G Gossavi
Professor

Modern College.
Shivaji Nagar, Pune

e, 5.V, huvalekar
Associnte Professor (Finance) and

Associate Dean ( Training )

Former Prodessor &

Research Chude

Nesy Wadta College ol Commerce
Pune

D, ), F. Patil
Economis
Kol hupur

Dy, Madhuri Sunil Deshpande
Professor

Swimit Ramanand Teerth Mamthwada
University, Nanded

. Surendrs Patole
Assistanl Professor
School of Commerce & Management

National Institute of Bank Management. Y.C.M.O.UL . Nashik

Inpecton . K1
Minisary of Finuange
Mow [hlla

Prof. V. ¥. Morajkar
Former Professios

B YK College,
Nasluk

v, Parag Saral

I,

Institute of Managemens S,
Pimpn, Pune

Drr. Latika A jitkumar A jlgy
Assistant Prolessor

School of Commernce & L [T
Y.OCMOLL, Nughik

Pune

Authors Editor Instructional Technology Editing &
Programme Co-ordinator

Dr. Parag Saral Dr. Madhuri Sunil Deshpande D Latika Ajitkumar A jhani

Director, Institute of Professor, Swami Ramanand Assistant Professor

Management Science Teerth Marathwada University,  School of Commerce & Management

Pimpri, Pune Nanded Y.C.M.Open University, Nashik

Dr. Latika A jitkumar A jbani

Asgsistant Professor

School of Commerce & Management

Y.C.M.Open University, Nashik e
Production R
Manager, Print Production Centre

Y.C.M. Open University, Nashik - 422 222 .

© 2017, Yashwantrao Chavan Maharashtra Open University, Nashik - 422 222

(First edition developed under DER develapment grant)

d  First Publication  :
Type Setting 1
Cover Design :

T

=B ol = I o}

September 2017
Avinush R. Varpe (Sangamner, Mob. 99602525 14)

Shri, Avinush Bharane
Shri, Prashant Racea, M/s,

, 19
G Publication M

: k-1
: Racea Printers, Kaveri Sankul, Vakilwadi Comet. Nashi
D Dinesh Bhonde, Reglstrar, Y.C. M Open University, Nushik - 422222

ISBN 9‘?8-814055414-8



Index

Unit No. Unit Name Page No.
I BANKING SYSTEM IN INDIA 9
2 | EGALASPECTS OF BANKING
OPERATIONS (CHEQUES) 22

3 LEGALASPECTS OF BANKING
OPERATIONS (INDEMNITIES & GUARANTEES) 38

4 LEGALASPECTS OF BANKING

OPERATIONS (ACCOUNTS) 51
5 TYPES OF SECURITIES IN BANKS 64
6 CHARGE OVER SECURITIES 79
7 LOANS AND ADVANCES 95
& FINANCIAL ANALYSIS OF BANKS 114
9 RISK MANAGEMENT IN BANKS 130

10 ELECTRONIC BANKING AND ITIN BANKING 146

11 ETHICS AND CORPORATE
GOVERNANCE IN BANKING 156
12 CORPORATE GOVERNANCE IN BANKS 166

Copyright @ Yashwantrao Chavan Maharashtra Open University, Nashik.

reserved. No of this publication which is material protected by this h he
mp&mﬂ ph uﬂll:nurnntuud inany fm-murbyanrpmm now m%ﬂff' may

electronic, digital or
mwmmmmeEw by any information slnrlgt or

mwmmmmmmmmmm authors from sources believed to be reliable and are
correct to the best of their knowledge. However, the and its authors shall in no event be liable for any

e L e e e A




(166)

fumidanip L

Chpergermna - [

P G

NOTES

Banking Lawy and
Operations - 1

UNIT 12
CORPORATE GOVERNANCE IN BAN K_h_
Structure
12:8 Inroduction
12:1 Objectives

122 Classification of Banks

12.3 Regulation of Banks

124  Board Composition

12.5  Role of the Board of Direclors

12.6° Audit Committee (AC)

127 Induction of More Independent Enrectors

128  Auditors and other Internal Audit Reports
129  Customer Service Commuittee

12,10 Special Committee for monitoring large value
1211 1T Strategy Committee

12:12  Remuneration Commitiee

1213 Nomination Commuitiee

12.14 BASEL Commitiee Recommendations

1215  Auditors' Certificate on Corporate Governance

12.16  Corporate Social responsibility in the financial Sector
12,17  Key Concepts

12,18 Summary

1219 Exercise

12200 Further Readings & Reflerences

frauds

12.0 Introduction

| The economic development of a country in the modern age can be judged
from ““.: efl iciency of its banking system. They are central to market developmen
and socio-economic growth, regulatory dand economic reforms.

Banks hﬂ‘-’lﬂ an especially important role in any economy, First and foremost.
they a_u:‘mtpl du.-.p'n!uts from the general public and also are liable 1o them. As these
deposits constitute a significant portion of a nation's wealth, they must be managed
appropriately. )

Banks are different from other €Orporates in many important respects
ar}.dq .Ihm m..ikm corporate governance of banks not only di?f'eﬁt bu:“alrsnl?nnre
critical. By the very nature of their business, banks are highly leveraged. They
accept Jarge amounts of public funds as deposits in a fiduciary capacity agnd il“urthtfr

the impact can spread rapidly through
consequences for the entire financial iymén?uw'r :’hi“lt:fn‘:;“;-l?mﬂﬂllﬂﬂﬁ SETI0US
and TEACTO economy.,



