
“What lies behind us and what lies before us are tiny matters compared to what 
lies within us.” -  Emerson

Pain seems to have taken a permanent seat in the Indian banking industry 
since the global financial meltdown in 2008. Plagued by deteriorating asset 
quality ever since with a desperate need to recapitalise; demonetisation of 
currency notes on 8th November 2016 sucked out whatever hope the industry 
had of improving the asset quality. 

As per a press report, bad loans now constitute 11% of the gross advances of 
PSU banks, with total NPAs standing at a whooping Rs. 6.15 lac crore as of 
December 2016, a surge of 56.4% during the 12-month period ended 31st 
December 2016. The deterioration has been rapid from a level of Rs.1.58 
lacs crore and at 3.87% as at December 2012.

Demonetisation fall out together with the likely GST challenges during the 
forthcoming year will definitely plague the bad loans further as business 
entities including MSME sector will struggle to repay their dues. RBI has 
announced a host of restructuring schemes since the global meltdown but has 
had little, if not no, measurable impact on the slide. One shudders to envisage 
the level of bad loans had such restructuring schemes not been launched.

The dismal success story of a host of restructuring schemes launched by RBI 
makes me question the logic of launching such schemes and believe that they 
were more of a tool for hiding bad loans instead of genuinely allowing the 
borrowers an opportunity to revive and service/repay the outstanding debt. 
Previously launched schemes like Corporate Debt Restructuring (CDR), 
Strategic Debt Restructuring (SDR) etc. and the scheme launched during the 
year namely Sustainable Structuring of Stressed Assets (S4A) have also not 
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found too many takers at the time sale or transfer of shares to new promoters 
resulting in the bad loans adding to the woes of the banks.

The stress in the banking industry makes the role and responsibility of the 
auditors all the more onerous as auditors based on the enhanced audit risk 
would need to adopt a more stringent auditing process while looking into the 
asset quality, provisioning and compliance with restructuring guidelines etc.

I have addressed various issues which auditors may face during the course 
of branch audits on a practical level by suggesting easy to implement checks 
supported by templates wherever possible. I have received positive feedbacks 
and suggestions from the readers for the past two editions of this book. I 
have accordingly endeavoured to incorporate most of these suggestions in 
this edition together with the changes introduced by the Reserve Bank of 
India during the year.

I will suggest that auditors use this book not only in their role as Statutory 
auditors of bank branches but also as Concurrent, Revenue and Stock 
auditors. The book would be equally useful helping bankers understand the 
auditors’ approach.

I need to acknowledge and appreciate the continued contributions of CA 
Sajal Jain, CA Kajal Agarwal and Mr. Baji Kolah in helping me revise this 
edition in a short span of time inspite of their professional commitments.   

I remain devoted in continuing to focus on providing practical solutions 
to the day to day problems faced by auditors in their banking assignments 
and have tried to avoid an overload of information in this book. However, I 
would welcome suggestions by the readers over phone or email to help me 
make this book a more useful companion for all the bank audit resources.

I need to express my sincere gratitude to all my readers for their valuable 
feedback and hope for their continued patronage.   

I would be failing in my duty if I do not mention the outstanding role of Mr. 
Mitrapal Yadav, DGM (Editorial) of Taxmann Publications Private Limited 
in motivating me to publish the third edition of this book. 

I remain thankful to my father and my angel mother for having imbibed 
wonderful family values in all of us. I also aspire to imbibe someday the 
exceptionally wonderful writing abilities of my mother in law to help me 
write a new book on other subjects close to my heart.
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Last but not the least, credit goes to my loving wife Deepa, my darling daughter 
Archita and adorable son Rohan for having supported me all along during 
my numerous “author’s night-outs” as I burnt the midnight oil to meet the 
publisher’s tough deadlines in the midst of my professional commitments.

I will always continue to remain devoted to my guru, Sai Baba.
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