STATE LEVEL BANKERS’ COMMITTEE - KARNATAKA

Convenor – SYNDICATE BANK, REGIONAL OFFICE, BANGALORE.

MINUTES OF THE 115th SLBC MEETING HELD ON 17.01.2011
The 115th SLBC Meeting was held on 17.01.2011 at the Conference Hall, III Floor, Vidhana Soudha, Bangalore.  Sri. Basant Seth, Chairman-SLBC and CMD, Syndicate Bank presided over the Meeting.  He warmly welcomed Sri.S.V.Ranganath, Chief Secretary, Smt.Meera Saksena, Addl Chief Secretary and Development Commissioner, GOK, Sri.Vijaya Bhaskar, Regional Director, RBI and Dr.Venkatesh Tagat, Chief General Manager, NABARD for the meeting. 

The Chairman SLBC also welcomed Principal Secretaries, Secretaries, Senior Officials from Govt. of Karnataka representing different Line Departments and Managing Directors/Heads of State Level Corporations/Boards, Chairmen of RRBs, Executives from RBI, NABARD, Commercial Banks, Co op Banks, other financial institutions and representatives from Print and Electronic Media present to cover the event. 

The Chairman, SLBC in his opening remarks restricted his address on the major issues requiring deliberations during the day’s meeting.
1.   Financial Inclusion and Inclusive Growth:

Government of India, State Government and Reserve Bank of India are according the highest Priority for implementing financial inclusion Programme. 

Banks have not only been endeavoring to adopt appropriate technology for increasing their penetration in the unbanked and under banked areas, but also have been striving for making banking transactions cheaper, easier and faster. A massive collaborative effort is required from all stakeholders to leverage technology in an effective way by bringing more people into banking fold, reducing costs and, thereby, ensuring benefits of technology indeed resulted in inclusive banking particularly for people residing in villages.

He complimented the Regional Director of Reserve Bank of India for organizing a two day conference of field Level functionaries involved in implementation of Financial Inclusion in the State which was presided over by Dr. K C Chakrabarty, Dy Governor of RBI.   The conference has brought to fore several issues/constraints relating to effective implementation of financial inclusion on the part of various stakeholders. Citing a few examples like issues under connectivity, inadequacy of training and manpower at field level, delay in issue and activation of smart cards, simplification of procedure for opening of deposit and loan accounts etc., were cited from the supply side.  Similarly, lack of awareness, insistence of collateral for loans, flexibility in working hours in rural areas etc., were some of the key issues identified from demand side; Issues like non updation of transactions, delay in generation and distribution of smart card, non availability of help desk and technicians to repair hand held machines, low remuneration and  lack of training of BC etc., were issues cited by the Technology group comprising of IT professionals from Banks, technology providers and business correspondents.  Possible solutions for each of above issues were highlighted and discussed at length.  He requested all concerned, particularly the bankers and technology providers to study the important takeaway from the Conference which would shortly be released by RBI so that Karnataka could become a role model for other states in the implementation of financial inclusion programme.

The Dy.Governor in his address has made it clear that accounts in identified unbanked villages should be opened by banks in a mission mode and to start with four key products viz. savings bank accounts, remittances, small emergency loans and entrepreneurial credit delivered through instruments like KCC/GCC. They should be made available to each account holder.  The Dy.Governor further emphasized that a proper monitoring mechanism should be put in place for overseeing the progress of Financial Inclusion within each Bank.  Right from the top management team to senior level officers should visit villages where banking services have been extended through BC.  Further, a system of audit of new FI accounts is required to be established so that appropriate checks and balances are maintained.  These aspects have also been flagged by Govt of India.  He was sure that all banks would follow the above directions in letter and spirit so that accounts of all possible beneficiaries residing in financial inclusion villages were opened without delay.

Certain discrepancies in identification of unbanked villages with population of over 2000,  like duplication/overlapping of villages, inclusion of villages already having branches of banks/ cooperative banks etc., were observed.  Hence, a revision exercise was undertaken through LDMs.  Finally 3395 villages with population over 2000, presently have no banking facility have been identified of which about 2200 will be covered by March 2011 and the balance by March 2012.  He complemented Corporation Bank who have reported completion of their  entire target of 124 villages well ahead of the schedule.

During his last SLBC address he had stated that UADAI would be a game changer and would form a very important tool in identification of customers for ensuring compliance of KYC norms. He welcomed Dr. Ashok Dalwai, Dy. Director General, UIDAI to make a brief presentation on the activities of UIDAI and its utility for enhancing financial inclusion process.  He requested Banks and other stake holders to take a careful note of his presentation on going forward UIDAI  would be extremely useful in minimizing the possibility of frauds and implementation of  error free process of financial inclusion.

2.   Flow of Credit to Agriculture:

In order to achieve targeted annual growth of 4% under Agriculture, he said there is a need to step up flow of credit to Agriculture by focusing on investment credit in addition to the thrust on short term credit. Banks have reported outstanding level of Rs.44287 crore as at Sept, 2010 under Agriculture registering an increase of Rs.13149 crore over corresponding Sept, 2009 position thereby showing an increase of 42.28%.  Growth excluding new addition is 18.06%
Govt. of Karnataka is providing Interest Subsidy of 3% on Crop Loans [up to Rs. 50000] to farmers which are in addition to the subsidy provided by GOI. Since this is an incentive based scheme linked to repayment within the due date, he requested the banks to provide wide publicity and take maximum advantage by claiming appropriate subsidy after proper verification of records.

The “State Credit Plan for Karnataka” launched recently by NABARD, has important inputs for guiding both the Banks and Government officials to achieve the desired level of credit growth in all the potential sectors.  He requested all Banks and Govt Departments to work together to ensure to cover all eligible farmers including new farmers in the State under Kisan Credit Card scheme so that the target of issuing 10 lac cards for the year 2010-11 is achieved.

He said that bank branches in Mysore & Mandya districts were experiencing difficulty in timely recovery of loans from the farmers due to agitation by some entities.  It is of utmost importance that all loans be repaid as per their schedule to ensure timely recycling of credit and it was requested that State Govt. authorities to provide all necessary help in this regard. 

3.  Micro and Small Enterprises Sector:

To support Micro and Small Enterprises Sector, RBI has advised banks not to insist on collateral security, mandatorily, in case of loans upto Rs.10 lac. All scheduled commercial banks should therefore ensure enhanced credit flow to this crucial sector and achieve the targets set both for quantum of credit as well as number of beneficiaries. He also requested all scheduled commercial banks to take maximum advantage of guarantee scheme operated by CGTSME to provide collateral free  loans upto Rs.1 crore to meet the targeted growth. The outstanding levels of advances under MSME was Rs. 35032 crore as at Sept. 2010 registering an increase of Rs. 9971 crore over corresponding Sept, 2009 position thereby showing an Y-o-Y growth of 39.79%.  Growth excluding new additions is 27.13%
4.  Housing Loans

He requested all banks to provide the required focus on Housing Loans with special focus on affordable housing.  However credit under  ISHUP Interest Subsidy Scheme for Housing Urban Poor which is aimed at facilitating institutional loans to Economically Weaker Sections  (EWS) and Lower Income Group ( LIG) beneficiaries with interest subsidy of 5% for loans upto Rs.1.00 lakh is yet to pick up. He requested  Banks to adopt  the suggestions made by SLBC Sub Committee on Housing Loans for resolving issues relating to the title documents, income certificate etc., which were earlier causing some difficulties to operationalise the scheme in right earnest.  The ISHUP scheme has been dovetailed with GOK’s “Vajpayee Housing Scheme”. He requested Banks to ensure achieving the minimum committed target of 50,000 loans by March 2011.  Banks have disbursed over Rs.5700 crore under housing loans involving 37454 accounts upto 30.09.2010.

5.   Education Loans: 

Banks in Karnataka have shown Y-O-Y growth of 45.43% in the level of outstanding under education loans upto Sept, 2010. Though the performance is considered satisfactory, however banks need to continue the tempo during remaining part of the year.  Banks should also take full advantage of 6% interest subsidy provided by the Govt. of Karnataka for Education Loans for professional courses and also the Govt of India interest subsidy scheme for students belonging to economically weaker sections with parental annual family income less than Rs. 4.50 lakhs, to ensure adequate credit to this important sector.    State Govt., has notified Tahasildars as the designated authorities to issue income certificate for the purpose of this scheme.

6.    Credit to Weaker Sections:
He was happy to inform that the banks have shown Y-O-Y growth of 60.87 % in the level of outstanding advances under weaker sections as at Sept, 2010 over the previous year. Member banks were also requested to take a careful note of  the suggestions made by the SLBC sub committee formed for this purpose so that credit flow to this sector continued without impediment.

7.    Credit to Minority Communities:
Banks have shown a satisfactory Y-O-Y growth of 38.72.% growth in the level of outstanding advances under minority communities as at Sept, 2010.  It is mandatory to achieve a minimum level of 15% of Priority Sector Advances to this segment by March 2011.

8.   Self Help Group, Joint Liability Groups and Micro Credit:
He earnestly requested all the Bankers to intensify their SHG/JLG-Bank linkage programme with more focus on direct linkage through their bank branches rather than through NGOs etc. This would ensure orderly growth of Micro-finance sector from micro-savings to micro-credit and later to micro-enterprises.  Availability of other products like micro-insurance, micro- remittance, micro-pension etc., can prove very useful for facilitating the objective of financial inclusion.  This gradual and evolutionary growth process will help the rural poor to reach reasonable economic, social and cultural empowerment, leading to better quality of life. Banks need to continue their focus on forming more and more SHG/JLG and providing credit linkage on a mission mode.

9.    High Level Committee to Review Lead Bank Scheme:
A key recommendation of the Committee is to create a Centralized Data Repository System (CDRS) which would ensure convergence towards the rationalization of returns.  The data from the branches would be located in the CDRS and any user with access rights would be able to extract the required information as per their requirements.  Though the   Govt. of Karnataka has come forward to assist in implementation of the project, not much progress has been made at the ground level. The SLBC should quickly form a sub-committee under NABARD to deliberate on the above and come out with suggestions for implementation which will go a long way in improving both the integrity and timeliness of the MIS.

10.    Implementation of Govt. Sponsored Schemes/Poverty Alleviation Programmes:                            

Banks have been participating in the implementation of various schemes sponsored by Central and State Government in coordination with the respective nodal agencies/departments.  He requested all the Banks and the Line Departments to work in tandem to implement the various central Govt. schemes like Prime Minister’s Employment Generation Programme (PMEGP), Swarnajayanthi Gram Swarozgar Yojana (SGSY),  Swarna-Jayanthi Shahari Rozgar Yojana (SJSRY), DRI and other Govt. sponsored schemes in right earnestness and achieve the targets fixed for the current year well in advance.

Considering the need for streamlining the overall working of SLBC & to improve their effectiveness, RBI has directed SLBC to prepare a calendar of events for holding their meetings. He requested all the members to cooperate with SLBC by providing necessary data to enable us to comply with these guidelines. 

11.
Banking Statistics
He placed before the members in brief, the business trends and performance of banking sector as at Sept. 2010.

· The aggregate deposits of Banks was Rs.2,98,364 cr as at the end of  Sept. 10, when compared to the level of Rs.2,12,449 cr as on Sept.09, registering an increase of Rs.85,915 cr recording a growth rate of 40.40%; this includes data of new/additional banks aggregating Rs.50,835 cr. included in this quarter.  Growth rate excluding new additions is 16.51%.

· The total outstanding Advances of Banks was Rs.2,35,853 cr as at the end of Sept. 10 when compared to the level of Rs.1,53,744 cr as at Sept. 09, registering an increase of Rs.82,129 cr showing a growth rate of 53.51%;   this includes data of new/additional banks aggregating  Rs.42,951 cr included in this quarter. Growth rate excluding new additions is 25.47%.

· CD ratio as at  Sept.2010 was 79.05% which is above the national average of 72.60%.

· Outstanding level of Priority Sector Credit as of Sept. 2010 was Rs.95.031 cr constituting 40.29%, surpassing RBI stipulation of 40%.
· Level of agricultural advances was a Rs.44,287 cr, constituting 18.78% of bank credit, which is above RBI stipulation of 18%.
· Advances to MSME sector stood at Rs.35,032 cr as at Sept. 2010 compared to Rs.25,061 cr in Sept. 2009 showing a growth of  39.79%. Growth rate including new additions is 27.13%

· Under Annual Credit Plan for the year 2010-11, all Banks have disbursed loans amounting to Rs.19,008 cr under priority Sector as at Sept. 2010 against annual projection of Rs.38,952 cr attaining 48.80% of the target.
He once again expressed his heartfelt thanks to the Govt. of Karnataka and its officials, more particularly the Chief Secretary, Development Commissioner, Principal Secretaries and to all the participants for gathering in large numbers
Smt. Meera Saksena, Additional Chief Secretary and Development Commissioner, in her speech said she was glad to be present in the 115th Meeting of SLBC.  She felt that it was home coming for her as earlier she used to attend SLBC meetings when working in RDPR Dept.
She further stated that Karnataka is an example for excellent liaison and Co-ordination between Banks, RBI, NABARD and Government Department’s from the block level to State Level. SLBC Karnataka under the convenorship of Syndicate Bank has been instrumental in successfully testing many pilot projects and is one of the successfully functioning SLBC’s.
She stated that Karnataka is cradle for Banks.  Major public Sector, Private and Co-operative sector Banks of the Country have originated in Karnataka.

She remarked that Banking Industry in Karnataka has shown good progress not only in banking parameters but also in the implementation of Government sponsored Schemes with good network   of branches.  She did not highlight statistics as it would be discussed in detail during the deliberations.

Financial Inclusion is today’s Buzz-word and banks have important role to play in implementation of financial inclusion programmes.  Government and RBI are implementing various programmes under financial inclusion and requested all the banks to actively involve in implementation and help common-man come into Banking fold and indirectly promote economic growth of the State.

Implementation of EBT programme needs to be accelerated and there is a need for better co-ordination among Bankers, Service Providers and Government Departments to hasten the process. 

Karnataka Farmers Resource Centre at Bagalkot has come into existence and it should help farmers in capacity building and improving the livelihood to farmers and emerge as national level Institute.

Government of Karnataka is implementing several interest subsidy schemes to poor and small farmers, fisherman, silk reelers, weavers etc. She said she had  been receiving representations from different corners that the benefits of the Schemes are not extended by Banks mainly for the reason that branch level functionaries are not aware of the schemes. Though issues pertaining to the Subsidy scheme for weavers were discussed during last meeting, the message has not reached branches.  The representations are made to Chief Minister to intervene.  Thereby she has been receiving letters from Chief Minister’s office in this regard. Hence she called upon all Banks to implement the Schemes of Government effectively and extend the benefit to the eligible beneficiaries.  Banks are specifically advised to inform the Scheme details to Branches without fail.
State and Central Governments are also implementing several poverty alleviation schemes. Though Banks are actively participating in implementation of the schemes, loans are sanctioned and disbursed during fag end of the year.  Bankers need to spread the sanction of loans and ensure that benefit reaches the beneficiaries at required time. Line departments should ensure timely sponsoring of applications avoiding dumping at the fag end of the year.

She finally called upon the Bankers, Line departments and other organizations to actively participate in the meeting to sort out the impediments and come out with suggestions for better implementation of programmes and develop the economy of the State.

Sri.Vijaya Bhaskar, Regional Director, Reserve Bank of India in his speech extended warm greetings to all the dignitaries on the dais and senior officials of the State Government and the banks.  
He enumerated the following points

1. Recent regulatory developments since the last SLBC meeting on October 26, 2010:

i. Opening of No-Frills Accounts by Students for Availing various Government Scholarships – RRBs (Circular October 13, 2010)

He observed that banks are not opening 'no-frills' accounts in favour of students from minority communities who wish to avail of the scholarships being awarded by the Ministry through the State / UT Governments. This is causing hardship to the applicants for scholarship schemes of the Government and is inviting criticism. In keeping with RBI circular RPCD.CO.No.RRB.BC.58/ 03.05.33(F)/ 2005-06 dated December 27, 2005 with regard to opening of no-frills accounts by Regional Rural Banks, RRBs are advised to ensure opening of no-frills accounts or other accounts for students from minority communities and other disadvantaged groups to enable them to avail of various scholarships or other benefits offered by the Government. However, while opening such accounts, KYC norms as appropriate may be followed for the purpose. 

ii. Collection of third party account payee cheques – Prohibition on crediting proceeds to third party accounts (Circular October 19, 2010)

Since co-operative credit societies are not even sub-members of clearing houses, members of such co-operative credit societies who do not have bank accounts have difficulties in collection of account payee cheques drawn in their name. With a view to mitigating the difficulties faced by the members of co-operative credit societies in collection of account payee cheques, it is further clarified that collecting banks may consider collecting account payee cheques drawn for an amount not exceeding Rs.50,000/- to the account of their customers who are co-operative credit societies, if the payees of such cheques are the constituents of such co-operative credit societies. While collecting the cheques as aforesaid, banks should have a clear representation in writing given by the co-operative credit societies concerned that, upon realization, the proceeds of the cheques will be credited only to the account of the member of the co-operative credit society who is the payee named in the cheque. This shall, however, be subject to the fulfillment of the requirements of the provisions of Negotiable Instruments Act, 1881, including Section 131 thereof. 

iii. Furnishing Remitter Details in Pass Book / Pass Sheet / Account Statement for Credits received by Customers through NEFT / NECS / ECS

(Circular October 19, 2010)

The Reserve Bank has been receiving several complaints about incomplete details about the remitter (or beneficiary) and / or the source of credit (or debit) in the pass books / pass sheets / account statements resulting in customers not being able to identify the source of credits, particularly where multiple credits are afforded to their accounts through these products. In this connection, RBI circular dated October 8, 2010 issued by the Department of Payment and Settlement Systems of the Reserve Bank of India indicates that the information to be provided in the passbook, account statements etc. issued to the customers. The instructions in the above circular have been issued under the powers conferred onto the Reserve Bank of India by the Payment and Settlement Systems Act, 2007 (Act 51 of 2007) and banks may ensure compliance with the requirements latest by January 1, 2011.

iv. Opening and operating the accounts of the beneficiaries of Indira Gandhi National old Age Pension Scheme (IGNOAPS)  (Circular November 1, 2010)

Government of India has advised that the Committee on National Policy on old age pensions in their 4th review meeting, stressed on the need for an elderly friendly policy and to take concrete steps to make available adequate resources to this segment of the population. One of the decisions of the Committee was that the money should be directly transferred to the bank accounts of beneficiaries of Indira Gandhi National Old Age Pension Scheme. Accordingly, all Scheduled Commercial Banks and Regional Rural Banks are advised to instruct their branches to facilitate opening of bank accounts of the beneficiaries of IGNOAPS  to enable the Govt. of India to transfer the funds directly in to these accounts.

v. Opening of bank accounts - salaried employees (Circular December 6, 2010)

It has been brought to the notice of RBI that for opening bank accounts of salaried employees, some banks rely on a certificate/letter issued by the employer as the only KYC document for the purposes of certification of identity as well as address proof. Such a practice is open to misuse and fraught with risk. It is, therefore, clarified that with a view to containing the risk of fraud, banks need to rely on such certification only from corporates and other entities of repute and should be aware of the competent authority designated by the concerned employer to issue such certificate/letter. Further, in addition to the certificate from employer, RRBs should insist on at least one of the officially valid documents as provided in the Prevention of Money Laundering Rules (viz. passport, driving licence, PAN Card, Voter’s Identity card, etc.) or utility bills for KYC purposes for opening bank account of salaried employees of corporates and other entities. 

vi. Financial Inclusion by Extension of Banking Services – Use of Business Correspondents / Business Facilitators by Urban Co-operative Banks (Circular December 10, 2010)

With the objective of ensuring greater financial inclusión and increasing the outreach of the UCBs in providing basic and affordable banking services in their area of operation, in public interest, it has been decided to consider requests from well managed and financially sound UCBs to engage Business Facilitator / Business Correspondent using ICT solutions. Accordingly, UCBs may, with the approval of their Board, formulate a scheme for use of Business Facilitators / Business Correspondents and ensure that the scheme is in strict compliance with the objectives and parameters laid down in the circular dated December 10, 2010. 

vii.  Swarnajayanti Gram Swarozgar Yojana (SGSY) - Group Life Insurance Scheme (Circular December 15, 2010)

Government of India has revised para 4.36 of the SGSY scheme in terms of which under the Group Life Insurance Scheme, Rs.6000 shall become payable by LIC to the nominee of the deceased in case of natural death. In the event of death due to accident a sum of Rs.12,000 shall become payable by LIC. Scheduled Commercial Banks are advised to issue suitable instructions to their controlling offices and branches, in this regard.

vii.  Submission of Data to Credit Information Companies ‐ Format of Data to be submitted by Credit Institutions (Circular December 24, 2010)

RRBs which have become members of Credit Information Company / Companies may provide them the current data in the existing format. Such RRBs may also provide historical data in order to enable the new credit information companies to validate their software and develop a robust database. 

Further, to ensure that Directors are correctly identified, it has been decided that the Director Identification Number (DIN) may be included as one of the fields in the data format submitted by RRBs / State and Central Co-operative banks to credit information companies. Such provision of DIN will further ensure that the data relating to credit information is accurate and complete.
viii.  Section 24 of the Banking Regulation Act, 1949 - Maintenance of Statutory Liquidity Ratio (SLR) (Circular December 27, 2010)

It has been decided to reduce the Statutory Liquidity Ratio (SLR) for Regional Rural Banks from 25 per cent of their Net Demand and Time Liabilities (NDTL) to 24 per cent with effect from December 18, 2010. 

ix.  Lead Bank Scheme – Conduct of State Level Bankers' Committee (SLBC) / Union Territory Level Bankers' Committee (UTLBC) meetings (Circular December 29, 2010)

There is a need to streamline and strengthen the system of holding of SLBC meetings, as the meetings are not conducted in time, the agenda is not circulated in advance, and the level of participation in the meetings is not up to the prescribed level. Therefore, to improve the effectiveness and streamlining the functioning of SLBC/UTLBC meetings, our CO has advised that:

a) Beginning from January 1, 2011, convenor banks will prepare a yearly calendar of programme (calendar year basis) in the beginning of the year itself, for conducting the meetings;

b) the calendar of programme’s should clearly specify the cut off dates for data submission to SLBC and acceptance thereof by SLBC convenor; 

c) this yearly calendar should be circulated to all the concerned as an advance intimation for blocking of future dates of senior functionaries of various agencies like banks, State Governments, RBI, etc; 

d) the SLBC/UTLBC meetings should be conducted as per the calendar decided in the beginning of the year under all circumstances; 

e) the agenda should also be circulated in advance without waiting for the data from defaulting banks. The matter should, however, be taken up with the defaulting banks in the SLBC meeting and SLBC Convenor Bank, in addition, should write a letter in this regard to the controlling office under advice to Regional Office of RBI. SLBC Convenor Bank will, however, continue to follow-up with banks for timely data submission and

f) in case even after such a long notice, if Chief Minister, Finance Minister or other very senior functionaries are not able to attend the SLBC on some very rare occasion, then if so desired by them, a special SLBC meeting can be held. 

Further, CO has recommended broad guidelines to be used for preparation of the calendar of programmes and advised the SLBC Convenor banks to confirm action taken on the guidelines to Regional Offices:
2. Coffee Debt Relief Package (CDRP) 2010

The scheme was formulated by the Department of Commerce, Ministry of Commerce & Industry, GoI and would be implemented through the Coffee Board and by banks in the coffee growing states, mainly Karnataka, Tamil Nadu and Kerala. In the context of SLBC Karnataka and GoI request to issue special Restructuring Guidelines regarding CDRP 2010, our CO had conveyed that banks were free to restructure the accounts as per the extant RBI prudential guidelines and no special regulatory concession regarding retention of asset category of the accounts restructured under CDRP 2010 would be made available. However, owing to repeated requests from SLBC, Karnataka, a meeting was convened on January 12, 2010 with the Coffee Board as also the SLBC Convenor for explaining our views as under:

· RBI is not in favour of extending any specific relaxation in the restructuring guidelines for the Coffee sector.

· More relaxation in prudential norms is not the solution to the problems faced by the coffee growers and excessive relation is likely to affect the recovery climate and the banking system. As such RBI cannot go on relaxing prudential norms.

· As regards SLBC’s submission that RBI’s decision will adversely affect the business of banks in coffee growing areas, such effects are inevitable in any restructuring and cannot be a reason to do away with the prudential safeguards. Therefore what is required is not one more concession but a wholesome approach to the problem.

3. Study Report on verification of borrowers and end use of funds under Govt. sponsored Schemes by NIRD, Hyderabad

NIRD, Hyderabad, conducted a study for verification of borrowers and end use of funds under Central Govt. sponsored Schemes viz. SGSY, PMEGP, SJSRY, DRI Scheme, SLRS and SRMS. The study was divided into five zones - Northern, Western, Southern, Eastern, and North-Eastern zones. A total of 10 states i.e. 2 states from each zone, 20 districts (2 districts from each state) and 40 blocks (2 blocks from each selected district) were covered. Approximate sample of 2 commercial bank branches in each block were considered with a total coverage of 80 branches for the whole study.

NIRD have pointed out the bottlenecks for successful implementation of the various schemes:

· Inadequate reaching out to people in remote areas or with low economic and social status.

· Quality of credit delivered through SHGs is good 

· Subsidy oriented programmes are inefficient in alleviating poverty and often cornered by people who are above poverty line.

· There is general institutional resistance among bankers for lending to small borrowers because of low recovery

NIRD observe that the total financial assistance given to the poor cannot be serviced by the prevailing structure; instead, some strategic intervention like public-private partnership is needed to make noticeable changes through out the country. NIRD have suggested that all banks should make consistent efforts to develop the micro and rural credit sector by expanding their outreach and increasing coverage through credit for larger benefit of the poor households.

4. Opening of FIRC in RBI, Bangalore
The FIRC, conceived as a repository of knowledge for all stakeholders, including banks and the State Government and targeted at students, SHG members, farmers etc. was inaugurated by the Hon’ble Governor, RBI, Dr.D.Subbarao, on December 06, 2010. The FIRC provides RBI a platform to reach out to the people and also demystify the functioning of RBI. It is a one-stop super store house of information and provides guidance on matters relating to Financial Inclusion. FIRC is the focal point for centralizing all the available but scattered information through net working.
Through an interactive session with school children, the Hon’ble Governor urged upon them not to be intimidated by the world of finance. Financial literacy, by making students   knowledgeable of how money works, would enable them to be aware of their entitlements, he said.  He further briefed the audience comprising of State Govt. Officials, CMDs / CEOs of Karnataka based banks, and other invitees on the steps taken by RBI for increasing the outreach of the banking system and ensuring greater financial inclusion through ICT channel. Appointment of Business Correspondents by banks would improve the outreach of banks, he conveyed.

The Hon’ble Governor urged commercial banks to set up similar centers throughout the State with a view to spreading awareness on banking services available from banks to members of general public and to provide access to savings, credit, remittance and micro insurance facilities to all the customers so that inclusion would be meaningful. He also said that banks must also launch mobile Exhibitions to cover interior villages, say by covering a village in half a day.   
5. Conference of Field Level Functionaries involved in implementation of Financial Inclusion in the State of Karnataka

A two-day Conference of Front Line Managers, both from the demand and supply groups, involved in implementation of Financial Inclusion was convened by RBI on January 13 &14, 2010 at its premises. The objective of the Conference was to identify the ground level issues and constraints in implementation of FI, as observed and experienced by the field level functionaries as well as their Controllers.  Three groups viz., Supply side, Demand side and Technology side were formed comprising of Bankers, MFI / NGOs, PACs, Individuals, Farmers , SHG / JLG members and Technology providers. Each group had a separate discussion on January 13, 2011 on the issues for the effective implementation of Financial Inclusion in Karnataka and its possible solutions and the same was summarised and presented to Deputy Governor (Dr KCC).  On January 14, 2011 Deputy Governor (Dr KCC) had a meeting with Finance Secretary, GoK, branch managers and Technology providers on issues raised by various stakeholders implementing Financial Inclusion. Later Deputy Governor (Dr KCC), Chief Secretary, GoK and CMDs of Karnataka based banks reviewed the issues and challenges in implementing Financial Inclusion in Karnataka. 

Most of the issues impeding the Financial Inclusion are addressed and possible solutions are arrived like coordinating with UID for issuing smart cards. After this conference, all the stakeholders in implementing Financial Inclusion will weave all our acts together and achieve Financial Inclusion in double quick time. 

Dr.Venkatesh Tagat, Chief General Manager, NABARD, while speaking on the occasion presented the Agenda for discussion as follows :
· The disbursements under Agriculture Sector at 50% of target indicates huge shortfall, even though there was good rainfall. 

· If ACP target is to be achieved, then banks have to gear up and focus on term lendings. 

· The GOI schemes like Dairy Entrepreneurship Development Scheme, Integrated Development of Small ruminants are beneficial to big farmers too. As Karnataka Milk Federation is thinking of increase in milk procurement price, which benefits the milk producers, bank branches need to involve not only in dissemination of Schemes but also encourage farmers by sanctioning loans. 

· It was given to understand that term loans are not picking up as unit costs are not being revised periodically. Now that the exercise of fixing unit costs have been decentralised and delegated to district level sub committees, I hope the term loan portfolio will get the desired boost. 

· The pace of SHG bank linkage programme is slow and needs to be upscaled. Repeat loans to SHGs need to be given promptly in order to prevent SHGs approaching other agencies. 

· To encourage JLGs, an important vehicle of Financial Inclusion, stamp duty exemption on the lines of SHGs may be extended by the State Government. SLBC has to get data on ground level credit flow from the LDMs promptly to ensure a meaningful review.

Sri.S.V.Ranganath, Chief Secretary, who guided the deliberations, while speaking on the occasion touched upon the issue of micro finance. He quoted the example of M/s Initiatives Development Foundations, an NGO who has done rapid progress in Tumkur. It is a body of ex bankers from Syndicate Bank who have taken up the task of capacity building, hand holding, community based organization. SBI and IDF have together been successful in Tumkur. He was contemplating whether the same example could be emulated elsewhere. He lauded the NGO bankers ties as banker could provide the financial viability and knowledge at its disposal.
The Chief Secretary was also concerned about the number of meetings being held and wanted a proper follow up of decisions taken and progress made. He lauded the efforts of Convenor, SLBC and stressed the need for strengthening his hands.  He also encouraged the bankers to come out with the issues regarding laxity on the side of the Government so that the same could be taken up at the appropriate level seriously.
Mr.Ashok Dalwai, Dy.Director General, UIDAI made a presentation on the Unique Identity number which is proposed to be issued by Govt of India. The salient features of the same are 

· Only Numbers – No Cards

· Random Number – No Intelligence

· Standard Attributes – No Profiling or Application Information

· All Residents including children get Numbers

· Flexibility to Partners

· No Transaction Records

· Minimalist Demographic capture but emphasis on comprehensive biometrics

· Deduplication of database for assignment of Id Number

· No Guarantees to Entitlements or Rights of Citizenship -  only Identity to Residents

· Biometric attributes as a Tool to ensure Uniqueness

· De-novo Creation of a Clean Database

· Ubiquitous, Cost-effective, Instantaneous Authentication through mobiles

· Ensuring  Security and Confidentiality of Information

· Enable Online cost-effective and ubiquitous authentication throughout the country

Extent of Financial Exclusion

· Only 30,000 habitations have banks (5%)

· Only 40% Population have bank accounts

· Life Insurance Cover < 10%;  Non-life Insurance Cover 0.6%

· Debit Cards 13%; Credit Cards 2% 

· Financial inclusion by state:

· Most financially included: Himachal Pradesh (45%)

· Least financially included: Bihar (10%)

· Financial inclusion by gender in rural areas:

· Women : 6% ; Men: 28%

· Urban vs. rural financial inclusion

· Urban: 32% ; Rural: 18%

· Microfinance is the provision of financial services to low-income clients or solidarity lending groups including consumers and the self-employed, who traditionally lack access to banking and related services. 

· Three models of microfinance 
· Grammen Bank of Muhammad Yunus : 

· Recognized the need for consumption loan (as against production loan)

· 7 million Bangladeshi women beneficiaries

· Group model : in Nations with lower population densities

· Technology driven model : UID enabled model

· 1:N deduplication

· Online authentication

· Micro ATMs
Facilitating Regulatory Changes

· Ministry of Finance has modified Prevention of Money Laundering Rules, 2005 to incorporate Aadhaar document/ online authentication as KYC proof

· RBI has issued guidelines allowing ‘for-profit’ companies as BCs facilitating entry of more players in the BC space
What it would mean?
By 2014, we could see 600 million Aadhaar numbers issued in the country

· Means 600 million people are KYC ready

· Means 600 million people have bank accounts

· Means 600 million  people pipes which connect Governments, people and markets efficiently for any financial transactions  

The Agenda was taken up for discussion by the Convenor Sri G.Ramanathan, GM, Syndicate Bank.

AGENDA 1.0           CONFIRMATION OF THE MINUTES OF 114th SLBC MEETING  

The Minutes of 114th SLBC Meeting held on 26.10.2010 were circulated vide letter No. 697/0479/SLBC/F.101-114 dated 30.11.2010. The Minutes was approved as no amendments are received.

AGENDA   2.0
FOLLOW-UP ACTIONS ON THE DECISIONS TAKEN DURING 

                                     PREVIOUS SLBC MEETING

2. A [1]  
:  Providing Banking Services in all villages with population above 2000

                         by   March 2012.   

GOI/ RBI have advised banks to draw up a roadmap to provide banking services through a banking outlet in every village having a population of over 2,000. Such banking services may not necessarily be extended through a brick and mortar branch but can be provided through any of the various forms of ICT- based models, including through BCs. 

Govt of India, Ministry of Finance, has advised SLBC to furnish a road map for extending banking facilities to all villages with population over 2,000 and to furnish District wise/Block wise/Bank wise/Branch wise/ Village wise details. It has also been advised to indicate the time schedule for providing banking facilities for the next two years i.e 2010-11 and 2011-12 so that all villages with population more than 2000 presently not having any bank branch, will be having a bank branch or a BC model in place by March 2012.     

Banks have informed that cooperative/other banks are functioning in the villages allotted under the programme and they are providing basic banking facilities to villagers. It is suggested that such villages may be treated as having provided with banking services. The issue was discussed and convenor SLBC informed that presence of PACs cannot be treated as providing financial services. Banking Institutions providing regular banking services can be treated as having provided with banking services. 

Request of bankers for swapping of villages between them was also placed before the house and it was accepted. Few banks like Federal Bank requested for allotment of villages.
Corporation Bank was complemented on its progress. House was informed that still 1274 villages are to be covered and banks were requested to implement the programme on priority. 
Action: Banks/LDMs.

2 A [2]         Electronic Wages and Benefit Transfer [EWBT] Scheme–   

 

Reserve Bank of India had proposed an incentive scheme to hasten the pace of adoption of the smart card based EWBT mechanism by banks for routing the payment of social security benefits, wages under NREGA and payments in other Government schemes. The scheme envisages that banks would be reimbursed Rs.50/- per account for opening accounts with bio-metric access for routing the aforesaid payments subject to State Governments agreeing to pay to the transacting banks, certain transaction fee [1.5% in the state] of the value of the payments effected through these accounts. 

The House was informed that SLBC had organized two meetings of the implementing Banks and the respective LDMs along with the Technology Providers to review the progress under the Scheme. During the meeting the bankers and technology providers were informed about wide gap between the enrolment, accounts opened and cards issued. The Bankers were advised to review the status of enrolment and pursue with the TPs for delivery of cards after enrolment, data processing, account opening and after approval of the enrolled data [in respect of SSP Scheme]. During the meeting held on 11.1.2011, it was observed that better co-ordination between LDM/Banks, Service providers and Govt Agencies is required to improve the implementation of the scheme.  It was also suggested that since enrolment is poor under NREGA it is advisable to concentrate on SSP. 
It was suggested that one bank should be a contact point for one district to have better coordination. Lead Bank of the district may be responsible for all the functions of the district. Mr.Ajay Seth, Secretary [B&R] speaking on the occasion said that the performance in implementing EBT programme is dismal. He observed that one district one bank model is working better. To the suggestion that Financial Inclusion and EBT may be synchronized, he said that at this stage EBT in 6 districts should not be diluted. It was also suggested that  SLBC/LDMs office should be strengthened/equipped to take up EBT/FI challenges and dedicated officers should be entrusted with FI work in every Bank
Action : Banks/LDMs/Govt /TPs
2 A   [3]         EWBT Scheme – MIS and PGRS   

 

Systems for MIS and PGRS are to be put in place by Banks implementing EWBT Scheme. In this regard, SLBC had, after discussing with subsidiaries of SyndicateBank [SyndBank Services Ltd] and Canara Bank [Canbank Computer Services Ltd] sought proposal from CanBank Computer Services Ltd for establishing MIS and PGRS.

Initially it was decided to place an end to end solutions with Can Bank Computer Services Ltd., Later, Govt decided to develop the software through NIC and facility management and hardware procurement to be entrusted separately.  It has been decided now that SLBC will procure necessary hardware and facility management will be entrusted to Can Bank Computer Service Ltd. Roles and Responsibility of all stake holders has been drawn.  Secretary [B&R] said that SLBC shall arrange for hardware, software to be supplied by Govt/NIC and maintenance to be taken care by Can Bank Services in consultation with SLBC.
RBI, Bangalore organised 2 days conference on Financial Inclusion on 13th & 14th January, 2011 involving (a) Supply Group [ comprising Commercial banks, RRBs, PACS, Branch managers of Banks,LDMs, DDMs, representatives from MFIs etc], (b) Demand Group [ comprising SHG/JLG members, farmers, individuals-urban poor & self employed, KASSIA, State Govt. Officials], ( c)  Technology Group [ comprising Technology Provider, BCs, IT professionals from Banks].
Issues / take aways of conference:

Connectivity, low level of competence of BCs, training/sensitization/ incentivisation of field level functionaries, monitoring mechanism, simplification of procedure for opening of accounts, utilization of intermediaries like Farmers Clubs, adequate compensation to BCs. 

Dr. K.C. Chakrabarty, Deputy Governor, RBI has reiterated that the Banks have to implement Financial Inclusion Plan on a mission mode. EBT should not be conceived for Financial Inclusion and it is only a small part of FI.
Action  : Banks/Govt/SLBC
2.B : SETTING UP OF FINANCIAL LITERACY AND CREDIT COUNSELING CENTRES. 

SyndicateBank, Canara Bank, Corporation Bank, SBI, SBH SBM and Vijaya Bank have set up FLCCs at 20 centers as per RBI guidelines issued earlier. Reserve Bank of India, Central Office advised the banks to take steps to establish FLCCs as per Model Scheme to achieve the objectives of setting up of such centers. The model scheme stipulates that the banks may set up Trust/Societies for running the FLCCs, singly or jointly with other banks.  A bank may induct respected local citizens on the board of such Trust/Society. It is also indicated that serving bankers may not be included in the Board of Trustees. Senior citizens may also represent the trust.  
Syndicate Bank and Vijaya Bank have jointly formed a trust, “Jnana Jyothi Financial Literacy and Credit Counselling Centre” for setting up of FLCCs in their lead districts. The house was informed that KVGB and Karnataka Bank will also join the Trust. Canara Bank has set up FLCC named “Canara Financial Advisory Trust”.  SBI Group and Corporation Bank are yet to set up FLCC Trust. Further, Lead Banks in the following districts are yet to set up FLCCs in Belgaum, Bellay, Bijapur, Bagalkot, Bangalore Rural and Urban, Davanagere, Hassan, Shimoga and Yadgir districts. Banks having lead bank responsibility in this district were advised to establish FLCCs in the above districts. Regarding opening of FLCCs at Taluk Level in response to the suggestion of Regional Director, RBI, SLBC had requested LDMs to allocate taluks among banks depending on their presence and potential. The allotment process is undertaken in only 10 districts and LDMs were advised to complete the allotment process within one month. 
Setting up of Financial Inclusion Resource Centre [FIRC]
Financial Inclusion Resource Centre is a one stop store house of all information pertaining to Financial Inclusion and provides guidance on matters relating thereto.   FIRC in the beginning stage will display and exhibit various financial related matters which will be bank neutral. Common man will gain easy access to such materials displayed in the exhibition and can improve his level of awareness.

 RBI has started one centre at their office in Bangalore.  Banks may open FIRCs at their Lead District Centers. Lead Banks were requested to take initiative in this direction.  
Action : Banks/LDMs
2 C.
MONITORING OF CREDIT FLOW OF ALL PSBS TO MINORITY COMMUNITY 

            LENDING [MCL] UNDER PRIORITY SECTOR LENDING 

GOI/RBI issued various guidelines regarding flow of credit to minority communities under priority sector lending.  GOI, Ministry of Finance has directed SLBC to monitor the progress made by PSBs on credit flow to minority communities under priority sector lending as a special agenda in the SLBC Meetings and PSBs shall be sensitized to ensure to achieve the allocated the targets under the programme.  All PSBs were advised to take steps for increasing flow of credit to minority community candidates under various schemes. 

Opening of NFA Accounts for students belonging to minority community

The house was informed that banks have been advised to open No Frill Accounts in favour of students from Minority Community who wish to avail scholarship awarded by Ministry of Minority Affairs. Banks were advised to open NFA accounts to students of minority community. 
The House was informed that Scheduled Commercial Banks, including RRBs, have extended loans to 100075 beneficiaries amounting to `1273.46 Crore during 2010-11 as at Sept-10. The outstanding level of advances to Minority Communities as at the end of Sept-10 was `10061.08 Crore registering a YOY growth of `1504 crores [20.74%] over Sept 09. 

The house was informed that during the meeting to review implementation of PM’s 15 point programme for welfare of Minority communities including credit flow to minority communities held under the Chairmanship of Chief Secretary, GOK. Thrust was given to increase credit flow to minorities particularly loans for higher education and achieve a stipulated target of 15% of priority sector advances. Banks may take note of the same.
Action  : Banks/LDMs
2.D      INTEREST SUBSIDY SCHEME ON CROP LOANS TO FARMERS UPTO 
            Rs.50000/- THROUGH PSBs/RRBs

Govt. of Karnataka had accorded sanction for providing interest subsidy of 3% to short-term crop loans [up to Rs.50000] to farmers through Public Sector Banks and Regional Rural Banks [RRBs].Detailed guidelines have been communicated to Public Sector Banks/RRB. 

Govt of Karnataka in the budget for 2010-11 has announced continuation of Interest Subsidy Scheme on crop loans to farmers up to Rs.50000/- through PSBs and RRBs. Ultimately the farmers will get crop loan up to `50000/- with interest at 3% p.a. 
The House was informed that claims to the tune of `7.85 crores involving 1.38 lac accounts has been sanctioned. Further, in the Meeting held on 20.11.2010 under the Chairmanship of Principal Secretary, GOK has observed the following:

       1. Implementation of the scheme is not satisfactory.

       2. Some of the major banks operating in the state have not made claims under the 
            scheme so far.

       3. Banks to cover all eligible cases.

       4. Suggestions made by SLBC to improve the coverage of the scheme is recommended 
           to GOK.
The House deliberated on the issue and major banks who have not claimed the Interest Subsidy since inception were advised to claim the subsidy immediately. The Banks and LDMs have been advised to popularize the Scheme of Interest Subsidy of 3% to short term crop loans [upto `50000/-] to farmers launched by GOK so that maximum farmers can get benefit of interest subsidy and banks can utilize the interest subsidy already released by the GOK in this regard. 

Action : Banks/LDMs
2.E   
REHABILITATION OF SICK MICRO AND SMALL ENTERPRISES[ MSEs].
Creation of Central Registry by the State Governments for registration of charges of all Banks and other lending Institutions in respect of all movable and immovable properties of borrowers incorporated as proprietorship, partnership, co-operative society, Trust, Company or in any other form.

In a recent meeting convened by the CVC, attended by CMDs of major PSU Banks, IBA and officials from the CBI, the matter of increasing incidences of frauds perpetrated in PSU banks was discussed. While various suggestions were made for reducing such incidences, one of the suggestions that came up is creation of central electronic registry that will provide a data base on mortgages created by all the banks. However, this exercise would have the desired impact only if land records in all the States are computerized. Hence, there is a request from banks for creation of central electronic registry. 

Considering the suggestion of the meeting convened by CVC and request of bankers Govt of Karnataka may extend creation of Central Registry in all places of Karnataka in addition to the above.  GOK has taken steps for creating Urban Property Ownership Records [UPOR] under PPP model in 5 cities [Bellary, Hubli-Dharwad, Mangalore, Mysore and Shimoga]. The UPOR project provides for noting the mortgage charge on the Urban properties. The banks have been advised to furnish the data on the existing mortgage particulars in these cities for inclusion in the registry.  
The House was informed that Govt of Karnataka is planning to extend the scheme to other towns after stabilizing the present project.

2.F.         INTEREST SUBSIDY SCHEME FOR HOUSING TO THE URBAN POOR [ISHUP]

Ministry of Housing and Urban Poverty Alleviation, Govt. of India has launched an Interest Subsidy Scheme for Housing to the Urban Poor (ISHUP). The scheme is designed as an additional instrument for addressing the housing needs of the Economically Weaker Section (EWS)/Low Income Group (LIG) segments in urban areas. The scheme envisages the provision of interest subsidy to EWS and LIG segments to enable them to buy or construct houses. As per the guidelines, major Banks and Housing Finance Companies have entered into a MOU with National Housing Bank/HUDCO, the national nodal agencies for administering interest subsidy. 

The income criteria for EWS have been increased to Rs.5000/- per month and from Rs.5001-10000 per month in case of LIGs. This will enable wider choice of beneficiaries for financing under the scheme and improve viability of the proposal.
Gist of the meeting convened under the Chairmanship of Chief Secretary, GOK held on 29.11.2010 to resolve the impediments in implementation of the scheme are as follows : 
1. ISHUP scheme will be dovetailed with Vajpayee Urban Housing   Scheme.

2. Out of the project cost of `1.30 lacs `30000 is beneficiary contribution `50000 is subsidy 
     under Vajpayee Housing scheme and banks will  extend loan of `50000.
3. Urban Local Bodies will issue Khata Extract which has presumptive value of ownership.
4..ULBs will prepare common building plan / estimate and furnish the same along with the 
    application.

5..GOK to exempt stamp duty as well as registration charges for the purpose of registration 
    and mortgage of properties.

6..Govt of Karnataka is implementing ‘Bhagya Sampattu Yashasu” [BSY] Scheme. This 
    scheme is mainly for low income group. ISHUP scheme can be linked with this scheme so 
    that LIG can get benefited under ISHUP Scheme for a loan amount of Rs.1.00 lakh. 
The Minutes of the meeting held on 29.11.2010 under the Chairmanship of Chief Secretary, GOK, was accepted by the House.

The House was informed that GOI has permitted dovetailing of ISHUP with Vajpayee Housing Scheme. GOK, Urban Development Dept has issued necessary instructions to ULBS. Applications will be now forwarded with new simplified application form designed by RGRHCL with Khata extract, Income certificate, sketch, tax paid receipt, common plan & estimate.  SLBC in consultation with major banks has designed simplified mortgage deed copies of which have been furnished to banks. Banks may, if required, modify depending on their requirement. 

This being BPL scheme it was advised that Banks shall not insist for additional documents,  legal scrutiny,  valuation certificate and waive service and other processing charges for this scheme. The house accepted the above suggestions. 

Further, the House was informed that a meeting of Commissioners/COs of selected ULBs and LDMs was organized by DMA, GOK on 11.1.2011. It was agreed in the meeting that all pending applications at ULBs will be withdrawn and resubmitted in new simplified application along with the documents suggested above. Bankers were requested to implement the scheme and complete the target of 50000 loans before March 15, 2011 and claim interest subsidy. DMA was also requested to resubmit the applications immediately to enable the banks to dispose off the same. 

Action  ; DMA, Banks/LDMs

2. G      SETTING UP OF KARNATAKA FARMERS RESOURCE CENTRE [KFRC]  

             AT BAGALKOT.

Govt of India, Ministry of Finance had suggested that banks may co ordinate through SLBC and NABARD for setting up of Farmers Resource Centre [FRC] for providing training and related services to farmers in the State. Considering the suggestion of the Govt. of India and the usefulness of the training to the farming community, SLBC decided to set up FRC   by pooling resources from Lead Banks for building infrastructure and maintain it on ‘an on going basis’.  GOK has allotted 8 acres of land free of cost at Navanagar, Bagalkot, through Bagalkot Town Development Authority [BTDA] for this purpose.
The consolidated MOU was signed by the sponsors- Govt of Karnataka, NABARD, Syndicate Bank, Canara Bank, Corporation Bank, Vijaya Bank, SBI, SBM, SBH, KVGB and BVV Sangha, Bagalkot. The Trust Deed on KFRC was registered at Bagalkot on 30.11.2010.  8 acres of land allotted by GOK through BTDA was registered in the name of KFRC and taken possession of the same on 4-12-11.  BVV Sangha, Bagalkot has provided alternate building free of rent to run KFRC till new building is constructed.   The House was informed that the first meeting of the Board of Trustees of KFRC is scheduled on 17.1.2011 to take forward the activities of the Institute and it is proposed to conduct foundation stone laying ceremony for the building to be constructed for KFRC on 03.02.2011. 

The House requested other banks also to join the trust. Representative of PNB evinced interest in opening one such a Trust themselves. Participating banks were also requested to remit 50% of the contribution immediately to start the operations. 
Action  : All Banks
2 H:             REPORT OF THE HIGH LEVEL COMMITTEE TO REVIEW LEAD BANK   

                   SCHEME - IMPLEMENTATION OF THE RECOMMENDATIONS

RBI has advised SLBC to implement the recommendations of the High Level Committee on Lead Bank Scheme.

In this regard, SLBC has initiated steps in this direction on the following 

1.    Website for SLBC, Karnataka was launched during 112th SLBC meeting.

2.    SLBC has advised Lead banks/Commercial Banks and LDMs to take appropriate steps 

       for implementing the recommendations pertaining to them. 

3.  Formation of Sub-Committees : SLBC has constituted the following Sub-Committees for

      effective implementation of Lead Bank scheme and other developmental programmes in 

      the  State. 

i. Sub-Committee on Annual Credit Plan :

ii. Sub-Committee on Flow of Credit to Agriculture :

iii. Sub-Committee on Credit Deposit Ratio :

iv. Sub-Committee on Financial Inclusion :

v. Sub-Committee on SHG-Bank Linkage:

vi. Sub-Committee on Credit flow to SC/STs, Minority Communities and 
                                     Weaker Section:

vii. Sub-Committee on Education Loans:

viii. Sub-Committee on Housing Loans :

ix. Sub-Committee on Recovery, Rehabilitation and other measures :

x. Sub-Committee on MSME    

xi. Sub-Committee  GSS
All the Sub-Committees have conducted minimum one round of meetings. The minutes/gist of the meetings which were conducted before 15th of October 2010 were included in the Agenda of 114th SLBC meeting. The minutes/gist of the meetings conducted subsequently are included in this agenda. 

Convenors of Sub Committee’s were requested to conduct sub committee meetings within 15 days of the quarter so that the minutes can be included in the SLBC Agenda of the same quarter, to have uniformity.

4.
 Banking outlet in all villages having population of 2000 and above.

             [Recommendation: 5- Para 3.10 & 3.11] 

The issue was dealt in detail in Agenda 2 [A]2

5. 
EBT for all Villages 

           [Recommendation: 15- Para 3.23] 

The issue was dealt in detail in Agenda 2 [A]4

6 : 
One Time Comprehensive the State / District Level Development Plans.
    
[Recommendation: 19- Para 3.27] 

Sub-Committee on Annual Action Plan during its meeting held on 13.10.2010 discussed the issue of preparing one time comprehensive state level development plan. It was observed that at present, State level plans prepared by different departments does not constitute separate credit plan for deployment by the banks and there is need for quantifying bank credit in their plan. It was also felt that there is need for comprehensive study of the present position at different levels and evolve a system to arrive at Comprehensive State and District plan. It was suggested by the Sub Committee that the process of formulation of State Credit Plan may be outsourced to some suitable agency having domain experience. During 114th SLBC meeting, it was suggested that NABARD would take up formation of one time comprehensive State Development Plan.  

However, preparation of one time comprehensive State/District level development plans is not a part of recommendations of High Level Committee for implementation in the first phase of implementation. Hence, it was decided to defer the issue now and take up during next phase of implementation.
7 : 
Preparation of Annual Credit Plan (ACP)-State and District Level

[Recommendation: - Para 3.31] 

At present NABARD is preparing Potential Linked Plans for all districts by October- November every year and provide inputs both to the district planning authorities for preparing their budgetary plans and to the lead banks for preparing the District Credit Plans (DCP), respectively.  Based on the PLPs Lead Banks prepare District Credit Plans by consolidating Branch wise / Block wise Plans  every year with Block-wise/Bank-wise /Branch-wise/Activity-wise, which are launched during March-April every year for implementation by bank branches. The District Credit Plan Outlays are consolidated District-wise /sector-wise by SLBC and placed in SLBC

8 : 
Dovetailing Government Schemes in ACPs.

The outlay under the Govt. sponsored schemes are dovetailed by the Branches and consolidated Block wise and District wise in the District Credit Plan/Annual Credit Plan in LBR 1 . The District wise details for the Government Schemes will be consolidated for the State, District wise / Bank wise for review and monitoring by SLBC.

9 :
Priority Sector Monitoring and Information Systems

[Recommendation : 67 Para 6.9 ]

10 : 
Centralized Data Repository System

[Recommendation 68, 69, 70, Para 6.10 t0 6.14]

As per recommendations of High Level Committee on Lead Bank Scheme, IBA has to devise software for consolidation and generation of reports. As suggested in the last meeting, IBA was requested to develop software and implement on pilot basis in Karnataka. IBA has since informed that they are not having required infrastructure and suggested that RBI would be in a better position to develop the required software. 

It was suggested that NABARD may develop suitable software for MIS.  CGM, NABARD informed that they are not having necessary infrastructure for the same. RD, RBI suggested to have a separate meeting in this regard.  

Regarding Data collection and MIS of various banks it was suggested that DIT of respective banks should take up the issue and cull out information for uploading to SLBC website which would facilitate timely availability of data. Regarding Karnataka specific issues, it was suggested that SLBC may explore outsourcing of specific duties.  Convenor requested all the banks to designate dedicated District Co-ordinators with specific instructions to co-ordinate with branches in the district and provide data to LDMs.
AGENDA 3   : 
 REVIEW OF BANKING STATISTICS AS OF SEPT 2010

The Bank-wise position as of Sept 10 is furnished in Annexure IA in respect of Branch Net Work, Deposits and Annexure IB for Advances and CD ratio.

Branch Network
As at the end of Sept 10, the total number of bank branches in the State was 7064. Out of which, Commercial Banks- 4972, RRBs-1210, Co-operative Banks [KASCARD-177, APEX BANK-31, DCC Bank-607] and KSFC-29 Branches.

Deposits
The aggregate deposits of Banks was `298364 Crore as at the end of Sept 10, when compared to the level of `212449 crore as on Sept 09, registering an increase of `85915 Crore showing a growth rate of 40.40%. Growth rate excluding new additions during the quarter is 16.51%.  
Advances

The total outstanding Advances of Banks was ` 235853 Crore as at the end of Sept 10 when compared to the level of `153744 Crore as at Sept 09, registering an increase of ` 82109 Crore showing a growth rate of 53.51%. Growth rate excluding new additions is 25.47%.  

Credit-Deposit Ratio
The Credit to Deposit Ratio as of Sept 10 was 79.05% vis-à-vis 72.37% as of Sept-09 showing an increase of 6.68%. The CD ratio was the highest at 104% in Rural areas as compared to 72% in Semi-Urban, 71% in Urban and 79% in Metro areas. 

Further analysis indicates that some banks with good presence are having CD ratio below 60%. [SBM-56, Karnataka Bank –36, IOB-54].These Banks to take steps to increase flow of credit to productive sector of the economy.

Priority Sector Advances
The outstanding level of total priority sector advances of Banks stood at    `95031 Crore as of Sept 10 as against `68712 Crore as at Sept 09 showing an increase of `26319 Crore recording a growth of 38.30% excluding new additions growth is 14.5%.  The percentage of priority sector advances of Banks works out to 40.29% surpassing the Benchmark level of 40% as stipulated by RBI.

The total agricultural advances as at Sept10 were to the tune of `44287 Crore constituting 18.78% of the total advances of Banks as of Sept 10, out of which direct advances to agriculture stood at `33423.99 Crore
The outstanding Advances to Weaker Sections by Banks was `24701 Crore constituting 10.47% of the total Advances. The outstanding advances to Small & Marginal farmers was to the tune of `16119 Crore covering about 2.84 lakh accounts, constituting 36.39% of the total Advances to Agriculture. The outstanding advances to SCs/STs were `8170 Crore constituting 3.46% of the total advances, there by showing an increase of `2747 Crore over the previous corresponding year level. 

HOUSING LOANS AND REVERSE MORTGAGE LOAN SCHEME:

The Banks have been financing construction of houses under different schemes to encourage housing sector and to increase the availability of residential houses to the needy people. The outstanding level of advances under housing as at Sept-10, stood at `31514 crore covering 443567 accounts. During the year 2010-11, the Banks have disbursed ` 5715.27 crore involving 37454 accounts as on 30.09.2010.

Public Sector Banks have formulated Reverse Mortgage Loan Scheme for the benefit of the Senior Citizens. The Banks assisted 534 persons with a loan amount of `60 crore as at Sept 10.   
EDUCATION LOANS:

With a view to provide financial assistance to deserving and meritorious students to pursue higher studies, Banks have formulated education loan scheme as per IBA guidelines. As at Sept 2010, the outstanding level of education loans stood at `3558.65 crore covering 184281 accounts. Banks have disbursed loans to 16644 students amounting to `305.56 crore during the second quarter.  
Govt of Karnataka has designated Tahsildars for issue of income certificate under education loan scheme of govt. of India.  Under the scheme, Income Certificate is to be issued in the prescribed format. It is reported that some Tahasildars are refusing to issue Income Certificate in the format prescribed under the scheme. Revenue Dept was requested to advise the Tahasildars in this regard.  
Action : GOK, Revenue Dept.,
Credit Flow to Micro, Small & Medium Enterprises [MSME] – Sept 10 

As per the guidelines issued by GOI/RBI, the Banks have taken steps for increasing the flow of credit to Micro, Small & Medium Enterprises.  The outstanding level of credit to Micro Enterprises stood at `8614 Crore. The advances to Small Enterprises were at the order of `12511 Crore. The advances to Medium Enterprises stood at `13907 Crore as at Sept 10.  The percentage of advances to Micro & Small Enterprises [`21125 Crore] was at the order of 60.30% out of the total advances to MSME Sector [`35032 Crore].    

The sector-wise particulars are as follows:













` in lacs

	SECTOR
	MANUFACTURING    SEC  -[PM up to Rs.25 lakh]
	SERVICE SECTOR

-[Equip Upto Rs.10 lakh]
	TOTAL

	
	A/cs
	Amount
	A/cs
	Amount
	A/cs
	Amount

	MICRO ENT
	77745
	310665
	421232
	550778
	498977
	861444

	SMALL ENT 
	19487
	728976
	46324
	522150
	65811
	1251126

	MEDIUM ENT
	4412
	413908
	3888
	976763
	8300
	1390671

	TOTAL
	101644
	1453550
	471444
	2049691
	573088
	3503241


COVERAGE UNDER CREDIT GUARANTEE SCHEME OF CREDIT GUARANTEE FUND TRUST FOR MICRO & SMALL ENTERPRISES [CGTMSE] –

Under guarantee scheme of CGTMSE, Banks have covered 28455 units with an approved amount of Rs.146639 Lac as of Sept 10.  [Source: Credit Guarantee Fund Trust for Micro & Small Enterprises] reflecting an increased coverage of 14176 units over Sept 09.  

COLLATERAL FREE LOANS TO MICRO AND SMALL ENTERPRISES [MSE] SECTOR

RBI vide Cir.No.RPCD.SME&NFS.BC.No.79/06.02.31/2009-10 dated 6-5-10 stated that the banks are mandated not to accept collateral security in the case of loans up to Rs.10 lacs extended to units of MSE Sector.  Banks may also strongly encourage their branch functionaries to avail of the CGTMSE cover, including making performance in this regard a criterion in the evaluation of their field staff. 
All commercial banks and RRBs were requested to issue suitable instructions to controlling offices/branches for meticulous/strict compliance in this regard.

AGENDA 4.0
    IMPLEMENTATION OF ANNUAL CREDIT PLAN (2010-2011)

The progress in disbursement under Annual Credit Plan during first quarter of current financial year with bank wise position is presented in Annexure IV.  

Consolidated Agency-wise targets and achievement under ACP 2010-11 is as under: -

                  (Amt  ` in crore)

	Sector
	Annual Target
	Disbursements
	%age achmt over Target

	
	
	Com  Banks
	RRBs
	Co-op Banks
	KSFC
	Total
	

	Primary
	25970
	8309.51
	2212.72
	2351.49
	0
	12873.72
	49.57

	Secondary
	3167
	2254.60
	255.40
	0.74
	111.24
	2621.98
	82.79

	Tertiary
	9815
	2858.36
	496.75
	0
	157.18
	3512.29
	35.78

	TOTAL PSA
	38952
	13422.47
	2964.87
	2352.23
	268.42
	19007.99
	48.80

	Production Credit [CL]
	15470
	5302.67
	1995.84
	2210.18
	0
	9508.69
	61.47


Banks have disbursed `19008 crore under ACP 2010-11 up to Sept 2010 against annual target of `38952 recording an achievement level of 48.80% under total Priority Sector. Achievement under secondary sector is 82.79% and tertiary sector is 35.78%.  Banks have disbursed `9508.69 crores under crop loans against the annual target of `15470 recording an achievement of 61.47%. 
It was suggested during 114th SLBC to upload all DCP data on website. SLBC agenda containing all statistics is uploaded on SLBC website. It was informed that abstract of the DCP is also available on website, steps are being taken to upload entire DCP. 

AGENDA  5.0
                CENTRAL AND STATE SPONSORED SCHEMES

5.1              PRIME MINISTER EMPLOYMENT GENERATION PROGRAMME [PMEGP]

Khadi & Village Industries Commission [KVIC] is the nodal agency for implementing Rural Employment Generation Programme [REGP] of GOI, Ministry of Micro, Small & Medium Enterprises [MSME]. KVIC Mumbai has advised that while implementing the programme, the nodal agencies/blocks have to ensure coverage of social category beneficiaries such as SC-15%, ST –7.5%, OBC-27%, Minorities-5%, Ex Serviceman-1%, PHC –3%, Women-30% (overall).  

The progress under PMEGP for the year 2010-11 as at Nov 2010 is as follows:      
  









[Amount ` in lacs]

	Agency
	Targets


	Actual Achievement

	
	
	Sanctioned by Banks
	Disbursement by Banks

	
	No. of Projects
	Margin Money
	Employment Generation
	No. of Projects
	Margin Money
	No. of Projects
	Margin Money

	KVIC
	621
	868.81
	6210
	55
	134.90
	9
	16.85

	KVIB
	620
	868.81
	6200
	11
	14.81
	9
	9.81

	DIC
	828
	1158.40
	8280
	124
	393.39
	7
	14.23

	Total
	2069
	2896.02
	20690
	190
	543.10
	25
	40.89


 5.2
SWARNA JAYANTI GRAM SWAROZGAR YOJANA (SGSY) [2010-11]

 
 Progress under SGSY as of Sept, 10 is as under:   
[Amount  ` in Lac]
	Category
	Credit
	Credit disbursements

	
	Target
	Amount
	Subsidy amt

	Individuals
	   20831.25
	200.21
	58.36

	SHGs
	
	8741.21
	3336.85

	Total
	20831.25
	8941.42
	3395.21


Disbursement of credit and subsidy to weaker sections under SGSY as at SEPT, 10

	Sl.No
	Category
	Credit
	Subsidy
	Total

	1
	SC
	2741.83
	1051.79
	3793.62

	2
	ST
	851.10
	352.50
	1203.60

	3
	Minorities
	528.49
	202.94
	731.43

	4
	Women
	7237.55
	2885.10
	10122.65

	5
	Disabled
	191.09
	77.72
	268.81


(Amount  ` in lacs)

All banks were requested to take steps for achieving the target under the scheme
5.3       SWARNAJAYANTI SHAHARI ROZGAR YOJANA (SJSRY) – 2010-11

 The progress up to Sept, 10 is furnished below – 

	Category
	Annual Target
	Achievement           [Amt. ` in lacs]

	
	Physical
	Financial
	Number
	Loan Amount
	Subsidy

	USEP
	1975
	987.50
	751
	889.56
	317.70

	UWSP [Groups]
	395
	1185.00
	129
	564.08
	304.00


5.4    SCHEMES OF Dr. B. R. AMBEDKAR DEVELOPMENT CORPORATION LTD

Progress as at Sept, 2010 is as under:

[Amt. ` in lacs]
	Parameters
	Self Employment Programme

( S E P )
	Industry-Service-Business

( I S B )
	Safai Karmachari Rehabilitation Programme  (SKRP)

	Annual Target
	7500
	860
	NA

	Achievement
	2280
	290
	77

	Bank Loan
	511.35
	473.59
	32.75

	Margin Money
	0.00
	119.00
	0.15

	Subsidy
	202.92
	10.00
	7.50

	Total Assistance
	714.27
	602.59
	40.40


5.5 SCHEME OF KARNATAKA S.T. DEVELOPMENT CORPORATION –
The Corporation is implementing 2 schemes, viz, Self-Employment Scheme and ISB Scheme for the benefit of persons belonging to Scheduled Tribes. 

The progress for Sept 10 is as follows.     




Amt  ` in lacs                                              

	Name of the scheme
	Annual Target
	Progress 
	

	
	Physical
	Subsidy
	Margin money
	Physical
	Subsidy
	Margin money
	Bank loan
	Total

	Self Employment
	2500
	250.00
	-
	991
	92.00
	-
	196.67
	288.67

	ISB Scheme
	300
	30.00
	150.00
	186
	7.70
	88.51
	335.65
	431.86

	TOTAL
	2800
	280.00
	150.00
	1117
	99.70
	88.51
	532.32
	720.53


5.6 SCHEME OF KARNATAKA MINORITIES DEVELOPMENT CORPORATION 

The Corporation is implementing the Swavalambana scheme. 

Progress as at Sept, 2010 is as under:

[Amt. ` in lacs]
	TARGET
	ACHIEVEMENT

	Physical
	Financial
	Physical
	Financial [Bank Loan]

	4000
	600
	574
	279.61


5.7  SCHEME OF D.DEVARAJ URS BACKWARD CLASSES DEV. CORPN. LTD.

D Devaraj Urs Backward Classes Development Corporation Ltd. is implementing CHAITANYA Subsidy cum Soft Loan Scheme.

[Amt. ` in lacs]
	Target for the year 2010-2011

	Physical Target
	Financial Target

	
	Subsidy
	Margin Amount
	Total

	5000
	250.00
	750.00
	1000.00

	Achievement as at SEPT 2010

	Physical 
	Financial 

	
	Subsidy
	Margin Amount
	Total
	Bank loan

	469
	23.45
	49.93
	73.38
	189.18


AGENDA 6.0

SPECIAL FOCUS PROGRAMMES

6.1     CREDIT FLOW TO MINORITY COMMUNITIES 

The Scheduled Commercial Banks, including RRBs, have extended loans to 152358 beneficiaries amounting to `1462.11 Crore during 2010-11 as at Sept-10. The outstanding level of advances to Minority Communities as at the end of Sept-10 was `10061.03 Crore constituting 4.27% of total credit and 10.60% of PSA

FLOW OF CREDIT TO MINORITY COMMUNITIES IN IDENTIFIED DISTRICTS 

The outstanding level of credit to minority communities in the identified districts as at Sept 10 is as follows – 



                                                         [` in Crore]

	Name of the District
	Bidar
	Gulbarga
	Dakshina Kannada



	Name of Lead Bank
	SBI
	SBI
	SyndicateBank

	Total Advances
	1836.91
	3629.27
	8371.16

	Priority Sector Advances
	1313.64
	3108.89
	5290.01

	Lending  to Minority Community
	216.58
	383.42
	1399.49

	% of Minority Community Lending to PSA
	16.49
	12.33
	26.45

	Stipulated % of Minority Community Lending to PSA
	15.00
	15.00
	15.00


The flow of credit to minority communities in Gulbarga District requires improvement to achieve the stipulated target of 15% of priority sector advances in the district. The banks operating in the districts were requested to increase flow of credit to minorities.

Action:  All Banks 

6.2 CREDIT FLOW TO WOMEN

Banks have disbursed `4166.09 Crore to 306450 Women Beneficiaries during the year 2010-11 up to Sept, 2010. The outstanding level of Advances to Women Beneficiaries was ` 20280.18 Crore as of Sept, 10 constituting 8.60% of total of advances.  

6.3 
KISAN CREDIT CARD

In keeping with the suggestions received from NABARD, SLBC has, vide letter No.42 dt 22.4.2010, advised all banks to work out practicable strategies and take steps for covering all eligible farmers under KCC scheme. Further, a target of issuing 10 lac KCCs for the year 2010-11 has been communicated to major banks, RRBs and Co-op Banks.

All Banks were requested to take appropriate steps to achieve the target of covering all eligible farmers under KCC scheme.

The Banks have issued 376947 KCC Cards during 2010-11 with credit limit of `2641.34 Crore.  
Agency-wise number of Cards issued is as under:    

(` in crores)

	Agency
	Target for

2010-11 [Number of KCCs to be issued]
	During the Year Up To Sept 10
	Outstanding Balance- Sept  10

	
	
	No.of cards   Issued
	Limit sanctioned
	No. of cards
	Amount

	Comm.Banks
	375000
	164624
	1458.07
	875159
	8096.93

	RRBs
	400000
	147382
	1023.05
	675401
	3440.48

	Cooperatives
	225000
	64941
	160.22
	1490000
	4397.36

	Total
	1000000
	376947
	2641.34
	3040560
	15934.77


Sub Committee on flow of credit to agriculture has suggested to form a Unit Cost Committee at district level with CEO , ZP as Chairman, LDM as the convenor and district level authorities from line departments as members.  The committee shall meet every year for the purpose. The suggestion was placed before 114th SLBC and was accepted by the house.  The house was informed that LDMs have been advised to form the committee as suggested. The suggestion that DDMs of NABARD at district level may be included as member and also committee may be permitted to co-opt members depending on the necessity was accepted by the House.
NABARD has suggested the following:

Upscaling KCC in terms of coverage and quantum by 20% - In the meeting of the Hon’ble Finance Minister, Govt. Of India with the CEOs of banks held at New Delhi on 14 August 2010, the Hon’ble Finance Minister has advised bankers to increase coverage under KCC by 20%. Issue of KCC to Tenant farmers, Share-Croppers etc. was also reiterated. Banks were advised to work towards this goal by allocating specific targets and reviewing them.

District-wise Agency-wise KCC data: It is very important to have a district-wise agency-wise review of KCC of all agencies so that the same could be compared with the number of operational holdings in the district for effective monitoring. It was suggested that SLBC may obtain the district wise/ agency wise KCC position from all the agencies and carry out this analysis comparing the same with operational holdings. 

Under SAMIS this data is available in the LBR Reports generated by LDMs and compiled at state level by NABARD. 
Interest rates on crop loans to JLGs

Some of the banks are charging interest in excess of 7% p.a for crop loans issued to JLGs, where the aggregate loan of all the members exceeds ` 3.00 lakh while the per member loan is less than ` 3.00 lakh. Further, some of the banks are restricting the aggregate crop loan amount to `3.00 lakh per JLG at interest rate of 7% p.a. for extending the benefit of interest subvention.

Department of Financial Services, Ministry of Finance, GoI, vide their letter No.F.No.3/30/2010-AC dated 05 October 2010 addressed to RBI and NABARD, clarified that " in case of ST crop loans to a JLG, the per member loan cap of ` 3.00 lakh may be considered while determining the rate of interest (presently 7%) p.a.) under the interest subvention scheme of GoI and not the aggregate amount sanctioned to the JLG as a whole".
Banks were advised to take note of the above and charge applicable rate only.

Action: All Banks
AGENDA  7.0 
SELF HELP GROUPS

Progress under SHG Bank Linkage as at SEPT 2010 – 

                                                                                                                [ ` in  Crore]

	Agency
	Target

	
	New
	Repeat
	Total

	Commercial Banks
	40000
	160000
	200000

	RRBs
	
	
	

	Cooperatives
	
	
	

	Total
	40000
	160000
	200000


Achievement as at Sept, 2010                                          


 [ ` in  Crore] 

	Agency
	DIRECT
	INDIRECT
	TOTAL

	
	NEW
	REPEAT
	TOTAL
	
	

	
	NO.
	AMT
	NO.
	AMT
	NO.
	AMT
	NO.
	AMT
	NO.

[ 6+8]
	AMT

[ 7+9]

	Com. Banks
	13739
	201.04
	9369
	168.06
	23108
	369.10
	34136
	229.55
	57244
	598.65

	RRBs
	3615
	44.80
	7562
	104.35
	11177
	149.15
	816
	4.14
	11993
	153.29

	Co-op

Banks
	4415
	29.75
	9011
	103.67
	13426
	133.42
	0
	0
	13426
	133.42

	TOTAL


	21769
	275.59
	25942
	376.08
	47711
	651.67
	34952
	233.69
	82663
	885.36


Outstanding position of advances to SHGs as at Sept 10: 

	Agency
	No. a/cs
	Amount (Crore)

	Commercial Banks
	271144
	1845.03

	RRBs
	75916
	532.07

	Cooperatives
	158717
	1311.93

	Total
	505777
	3689.03


All the Banks are requested to expedite credit linkage of eligible SHGs.

NABARD has suggested the fallowing points:
 a. MIS

It was observed that Bank branches do not provide information relating to the number of SHG accounts opened, financed, inoperative, etc., in the absence of which, location specific interventions are not being taken up.  Banks are advised to direct their branches to furnish the information to DDM/ LDM. 

Action : Banks
b. Categorization of SHG Accounts

Banks may categorize the SHG Accounts into ‘Active’ and ‘Inactive’.  Such segregation of SHG Accounts would help the banks to initiate appropriate measures such as promoting micro credit enterprises among ‘A’ grade SHGs, arranging training for ‘B’ grade SHGs and initiatives for rejuvenating ‘C’ grade SHGs.  Banks are requested to advise their branches to categorise SHG Accounts and report for consolidation and subsequent sharing of information with Govt. / RBI / NABARD.
c. Micro Credit planning for SHGs

SHGs may be encouraged to prepare member-wise Micro credit Plan and consolidate the same for the group.  The Micro Credit Plan would take into account the consumption, income generation and debt swap needs of all the members of SHGs individually.  Loans to SHGs may be decided upon by the branches taking into account the Micro credit Plan of the SHGs besides various other norms.
d. Quantum of loan beyond 1:4

With increased capability of matured SHGs, Banks may consider higher quantum of loans beyond four times the groups' corpus, taking into consideration factors such  as quality of SHG as reflected in its rating, credit absorption capacity, managerial ability to handle income generating projects entailing higher outlay, risk taking ability, etc., upto a limit of Rs.50000/- per SHG member. Copy of NABARD circular No. 56A / MCID-01/2008 dated 21 April 2008 is enclosed in this regard.

e. Limit of ` 10.00 lakh per SHG or ` 50000/- per SHG member considered as micro 
    credit.
As per RBI circular, lending upto a limit of `50,000/- per SHG member is treated as micro credit which is considered as Priority Sector Lending.  Some of the matured SHGs want to avail of loans from banks beyond this limit of `50000/- and the banks are also willing to consider the same. However, the ceiling on quantum of loan per SHG member is coming in the way of treating the loan as micro credit. Banks may consider the issue for raising the limit to at least `1.00 lakh per member or  `10.00 lakh per SHG. 

Action: All Banks

AGENDA  8.0


STREE SHAKTI PROGRAMME
The progress under Stree Shakti Programme as furnished by the Women & Child Development Department, Govt. of Karnataka, for Sept, 2010 is as under: 
	No. of Stree Shakti Groups formed
	130000

	No. of groups maintaining accounts with banks
	130000

	Cumulative amount saved by the Group Members
	` 877.68 Crore

	No. of groups credit linked
	113223

	Loan disbursal by banks
	`1118.67 Crore 


    AGENDA 9.0 UDYOGINI, AASARE AND AMRUTHA SCHEME OF KARNATAKA STATE WOMEN’S   DEVELOPMENT CORPORATION  [KSWDC] 

The Corporation has finalized the targets for the year 2010-11 under Udyogini, Asare and Devadasi Rehabilitation Scheme, which were communicated to the LDMs for reallocation. Banks are requested to take steps to implement the schemes.  

E-MAHILE SCHEME

E Mahile scheme was introduced by Govt of Karnataka earlier. The scheme was not properly implemented due to the irregularities committed by the NGO through whom the scheme was implemented. Karnataka State Women Development Corporation has initiated criminal proceedings against the NGO- Yeshaswini Urban and Rural Development Parishath, Davangere.  It is also reported that since the agency has not supplied required implements to the beneficiaries they are not in a position to repay the loan and loans have gone bad. It was suggested earlier to rephase the loans. 

It is also reported that beneficiaries are striking in places like Haveri, Belgaum, Ramnagar and Mysore Districts against the recovery steps initiated by banks.  During the meeting held on 11.11.2010 under the Chairmanship of Hon’ble Minister for Women and Child Development, it was suggested to initiate legal steps against the agency who have given undertaking to repay the loan in case of default under tripartiate agreement between bank, agency and the department. 

Hence, bankers are advised to initiate legal steps against Mr.M.D.Shivakumar, Secretary of the Agency for recovery of the loans as per commitment under Tripartiate Agreement.

Action: All Banks

AGENDA 10


IMPLEMENTATION OF SPECIAL SCHEMES

A]
Agri-Clinics / Agri-Business

As per the information received from Banks, during the current fiscal [2010-11], Commercial Banks have financed 265 Clinics [` 5.93 cr] up to Sept, 10.  Banks are requested to monitor the implementation of the scheme at the ground level and ensure sanction of the proposals received on merits, submit subsidy claims to NABARD in respect of eligible proposals.

B]
Implementation of National Horticulture Board [NHB] Subsidy Scheme.

For the year 2010-11, NHB has released subsidy in respect 235 proposals under the scheme amounting to `249.97 lakh, which is approved by the State level committee. 

AGENDA 11.0 - 
RECOVERY

11. A 

RECOVERY OF BANK DUES UNDER GOVERNMENT SPONSORED 

               
SCHEMES

       The summary of scheme-wise Demand-Collection-Balance position as at Sept, 2010 is  

       furnished below-

                               





(Amount in ` crore )

	SECTOR
	DEMAND
	COLLECTION
	BALANCE
	%-age of over dues to demand

	P M R Y
	162.91
	62.50
	100.41
	61.63

	SGSY
	Individuals
	60.76
	25.81
	34.95
	57.51

	
	Groups
	48.56
	36.49
	12.07
	24.86

	SJSRY
	M E
	22.33
	10.01
	12.32
	55.19

	
	DWCUA
	5.67
	3.82
	1.85
	32.74


Nodal agencies [DIC, RDPRD/Zilla Panchayat, ULB (municipalities)] are requested to extend assistance to banks for recovery of overdues in co-ordination with Banks. 
11. B 

NON-PERFORMING ASSETS POSITION –

There were 506625 NPA a/cs involving an amount of `9234.65 crore as of Sept, 10 accounting for 3.91% of total advances. Farm sector account for 149053 a/cs with a balance of `1949.38 crore constituting 4.40% of advances to agriculture.  

AGENDA 12

RECOVERY UNDER KPMR & KACOMP ACTS

As of Sept 10, 26398 cases filed by Banks under RR Acts were pending before Revenue Authorities involving an amount of `123.48 Crore.  The Banks have filed 442 applications during the current quarter involving loan amount of ` 2.65 Crore. There are 9313 cases pending for more than 3 years for recovery under RR Acts.  
It is reported by LDMs of Chickmagalur and Kodagu districts that when the Banks approached the respective Dy.Commissioners for recovery of their dues through recovery certificates issued by ARCS, the Dy.Commissioners are rejecting the requests of Banks and advising them to approach DRT. The revenue recovery acts were introduced to facilitate easy and quick recovery of loans particularly the ones granted to agriculture and Govt sponsored schemes. The actions of Dy.Commissioners are against the spirit of this scheme.  

Revenue Dept., GOK was requested to advise District level revenue authorities to expedite execution of Recovery Certificates for realizing the dues specifically  Dy.Commissioners of Chickmagalur and kodagu.
Action: Revenue Department
AGENDA 13 

APPOINTMENT OF RECOVERY TAHSILDARS IN THE DISTRICTS 

WITH LARGE AMOUNT OF BANK DUES:

The Under Secretary to Govt, Finance Department vide letter No.AE.21.2009 dt 13.7.2010 has informed as follows “Earlier the Districts with large amount of Bank dues to be recovered as arrears of Land revenue used to have Recovery Tahsildars assisted by few staff. The salary of the recovery unit was being met by the banks. It is advised to place this matter before the SLBC to take a view whether the same arrangement can be revived.”

The matter was discussed during 113th and 114th SLBC meeting and it was suggested that the Sub-Committee constituted for “Recovery & Rehabilitation” shall deliberate and decide on the issue. The Sub-Committee which met on 23.10.2010 has opined that 4-5 districts having highest NPAs may be chosen for appointment of special Tahasildars for effective recovery of NPAs in these districts under KACOMP and KPMR Acts.  The issue was discussed and it was suggested that Sub-Committee may suggest the scheme for providing incentive to recovery teams. It was suggested that SLBC may suggest 4-5 districts which are having large number of cases under KACOMP & KPMR Acts for implementation of the programme. 
Action : SLBC, Sub Committee

AGENDA 14:

IMPLEMENTATION OF COFFEE DEBT RELIEF PACKAGE – 2010

Coffee Debt Relief Package-2010 [CDRP-2010] communicated by Ministry of Commerce and Industry, Govt of India was circulated among banks in the State for implementation of the Scheme. As per the suggestions of the bankers. The following recommendations were made to RBI:

Date of CDRP-2010 is applicable to all outstanding amounts as on 30.6.2009 and asset classification as on that day shall continue after restructuring.

In case of SCTL loans, the accounts [in case of small farmers balance amount left after passing on Debt Relief] may be rescheduled and made repayable in 7 annual instalments with two years moratorium period.  The interest accrued during the moratorium period shall be funded and repaid along with the installment of the rescheduled loan.

In case of crop loans, the same may be converted into medium term loans repayable in 3 yearly instalments with a moratorium of 1 year. The rate of interest on rescheduled loans shall be charged as applicable earlier. 

RBI while accepting suggestions for restructuring expressed inability to grant any sector specific relaxation regarding asset classification. Based on the suggestions of meeting of major bankers held on 10.12.2010, RBI was again requested to consider the suggestion of the bankers.
House was informed that RBI India vide their letter No.DBOD.BP.No.10410/21.4.132/2010-11 dt 3.1.2011 has informed that it would not be prudent to relax asset classification and provisioning norms. 3 Relief Packages in the past from 2002 have not had the desired effect. More and More relaxation in the prudential norms is not the solution to the problems faced by the Coffee Growers. RBI has advised to proceed with implementation of CDRP-2010 under their restructuring guidelines issued vide their cir.No.DBOD.No.BP.BC. 37/21.04.132/2008-09 dt 27.8.2008.  Hence bankers are requested to implement the package as suggested. 
Further, SLBC is receiving representations from Growers/Associations regarding non implementation of the package and lack of proper information at branch level regarding the package. It is also reported that Bankers are interpreting it in different ways other than details provided under the scheme. The details of the scheme, clarifications received from the Monitoring Committee, minutes of the Bankers Meeting and other information has been provided to all the banks. Controlling offices were requested to guide their branches properly and avoid misinterpretation of the scheme/guidelines.

AGENDA 15
:  REDUCTION IN STAMP DUTY AND REGISTRATION FEE IN RESPECT

                          OF REGISTERED SIMPLE MORTGAGE.

Presently, the stamp duty payable in respect of Registered Simple Mortgage (RSM) is 0.5% on loan amount and the registration fee is also 0.5% on the loan amount.  There is no ceiling for stamp duty under RSM.  In respect of UREM, stamp duty payable is 0.1% subject to a maximum of `50,000/- on the loan amount with a minimum of  `500/-.

It was suggested to GOK to reduce stamp duty payable for RSM. Revenue Department was requested to expedite the same at the earliest. During 114th SLBC, regarding stamp duty payable on RSM, the representative of Revenue Department informed the house that the Govt will decide on reduction of stamp duty after studying the position in neighbouring States.   IGRCS has informed vide their letter No.STP-68-10-11 dt 10.1.2011 that stamp duty charged in the State is on par with the neighboring states and further reduction in stamp duty is not considered.
Waiver of Stamp duty on loans to JLGs -  

The GoK has waived stamp duty on all loan documents (loan agreement/ inter se agreement) pertaining to loan availed from banks by SHGs vide Notification dated 20 September 2005. Keeping in view the spirit of reducing the burden on SHG members behind the GoK Notification, the same facility may also be extended to JLG members. The Chief Secretary said that this request would be considered.
Action: GOK
AGENDA 16 
:    A.     REPRESENTATION OF INSURANCE SERVICE PROVIDERS IN 

                                   SLBC/DCC AND SUB-COMMMIITTEE ON FINANCIAL INCLUSION.

As suggested in the 114th SLBC meeting, Public sector Insurance Companies namely LIC under life Insurance companies and National Insurance Company, New India Assurance Co, Oriental Insurance Company and United India Assurance Co, under non life Insurance companies and HDFC Ergo and ICICI Lombard under pvt. Companies are invited to the meeting. 
The Regional Manager, Oriental Insurance Company, participating in the discussion informed the house that 9 micro insurance products are available covering all areas. It was suggested that co-ordination between Insurance Companies and NGOs are required for extending the micro Insurance schemes and SLBC may co-ordinate.
 B.        REPRESENTATION OF ASSOCIATION OF KARNATAKA MICRO FINANCE 

             INSTITUTIONS (AKMI)

As suggested in the previous meeting, representatives of Association of Karnataka Micro Finance Inst [AKMI] are invited to the meeting
.
Mr.Ghosh, Secretary, AKMI Institution spoke on the occasion reiterating the Chief Secretary’s views on micro finance institutions. He was all for regulating the Micro Finance Institutions to work at par with mainstream financial institutions.  As Chief Secretary pointed out, lessons from Andhra Pradesh FIs regarding return on asset and return on equity, he said were key factors.  He wanted to make sure that these institutions followed a certain code of conduct. 

AGENDA 17:                 JOINT LIABILITY GROUPS- COVERAGE UNDER PERSONAL   

                                       ACCIDENT INSURANCE SCHEME.

As suggested in the previous meeting GOI and RBI have been requested to extend PAIS scheme to members of JLGs. 
AGENDA – 18  
SETTING UP OF RSETIs

CHAMARAJANAGAR DISTRICT

At present State Bank of Mysore, Lead Bank of Chamarajanagar district is having MOU with JSS Maha vidyapeetha which runs the RSETI at Mariyala in Chamarajanagar District. The land and building belongs to JSS MVP and it is having major stake in the RSETI. As per guidelines of MORD to be eligible for assistance for setting up of RSETI, bank should have major stake in the form of Board of Directors etc.  Hence, SBM Chamarajanagar wants to set up an independent RSETI at Chamarajanagar or at Kollegal.  
The house approved the proposal of SBM for starting independent RSETI at Chamarajanagar or Kollegal.
YADGIR DISTRICT

Yadgir district is newly formed district in the State of Karnataka. State Bank of India has been entrusted with Lead bank responsibility in the district and it was requested to establish a new RSETI in Yadgir District. SBI has informed that their RSETI at Gulbarga is well equipped with large capacity to hold training programmes. It was also reported that they are not getting adequate number of trainees at their present Institute though it is serving both Gulbarga and Yadgir districts. 
SBI was not in favour of establishing a separate RSETI for Yadgir district at the current juncture as it would not only be unviable but would also render Gulbarga RSETI uneconomical.  Dept of Rural Development and Panchayat Raj, GOK has informed that as per MORD guidelines, all Districts in the State should have RSETI established through Lead Banks. They desired that new RSETI may be established by SBI. They have also suggested to the District Administration to identify suitable site for the Institute. The house deliberated on the issue and it was decided that RSETI at Yadgir may be established at a later date.
AGENDA – 19
INTEREST SUBVENTION SCHEMES OF STATE GOVERNMENT

Govt of Karnataka is implementing following Interest subvention schemes in addition to 3% Interest Subsidy Scheme for crop loans which is already discussed:

1. Interest Subsidy Scheme for Weavers: Govt of Karnataka is providing Interest Subsidy to weavers who avail loan from Public Sector banks for loans upto Rs.50000/- Borrowers will get loan at 3% and Govt will reimburse 6% interest subsidy. 

2. Interest Subsidy Scheme for Fishermen: The Govt is providing Interest Subsidy for fishermen who avail loans from Commercial Banks and RRBs upto Rs.50000/-. Under the scheme Govt will reimburse interest charged by banks in excess of 3%. 

3. One time subsidy scheme for Silk Reelers:  Govt proposes to provide simple Interest Subsidy for silk reelers on interest charged in excess of 3%. The scheme is applicable for loans granted by all commercial banks.

House was informed that SLBC is receiving representations from Departments, Public/Associations that Branch Managers are not aware of the schemes and subsidy claims are not lodged in respect of loans granted by the banks.  The issue was discussed during last SLBC also [Agenda 18]. The scheme guidelines have already been issued to banks through SLBC. Bankers were requested to sensitize branch personnel about the above schemes. Further, Govt has also sought data on interest charged on the loans granted to silk reelers to make budgetary allocations. Bankers were requested to furnish the data sought vide our letter No.608/0409/SLBC/F-446 dt 4.11.2010. Banks are requested to submit compliance on the above matter for placing before Govt.  The pending claims under the above schemes shall also be submitted immediately. 
4. Interest Subsidy Scheme for Dairy and Sheep units:   GOK, Dept of AH&VS has introduced the above scheme wherein Govt will reimburse interest charged by banks above 6% upto a maximum of 5% as Interest Subsidy on loans to dairy farmers and shepherds.  The scheme details are annexed to the agenda. The scheme is applicable for loans granted by all public sector banks.

5. Interest Subsidy Scheme for Silk Reelers: Directorate of Sericulture has introduced Interest Subsidy Scheme for silk reelers who have availed loans after 1.4.2010 upto a loan limit of Rs.1.00 lac. It is proposed to reimburse Interest Subsidy in excess of 3% upto a limit of 9%.  The scheme is applicable to all commercial & co-operative banks including KSFC. The Department has arrived maximum limit of 9% considering average loans charged by bankers as 12%. 
The House approved the Interest Subsidy Scheme for Dairy and Sheep Units and also scheme for Silk Reelers and advised bankers to sensitize their operational level staff and implement the scheme successfully.

Action: All Banks

AGENDA – 20    SCHEME FOR FINANCING WATER HARVESTING STRUCTURES IN 

                            BBMP AREA.
Government of Karnataka has brought an amendment to the BWSS Act, 2009, making implementation of Rain Water Harvesting mandatory in the new buildings being constructed on site measuring above 30’ x 40’ and in the existing building on site 60’x40’ and above.  The last date of implementation of Rain Water Harvesting on existing building was 27.05.2010.  

It was informed that the citizens are seeking loan facility for this additional expenditure at concessional rates. In this context, Chairman BWSSB had requested SLBC to formulate a special scheme for financing Rain Water Harvesting structures for the existing houses [60x 40 site] at concessional rate of interest, which is in the larger interest of the Society towards conservation of precious water. 

The issue was placed before 112th SLBC and scheme for financing water harvesting structures in BBMP areas was approved by the House and banks were requested to implement the scheme. BWSSB has informed that awareness of the scheme has not percolated to branch level and requested banks to popularize the scheme among banks and public.

Bankers were requested to advise their branches in Bangalore City to finance water harvesting structures in BBMP areas.

Action: All Banks
AGENDA – 21   EXTENDING SECURITY COVER TO ATMs
SLBC has received suggestion from Mr.P.G.R.Scindia, Former Minister, GOK through Govt of Karnataka to provide security to ATM machines installed by banks. It is reported that thieves are damaging street lights situated around ATMs before robbing ATMs. This is reported to be causing inconvenience to public living in the area besides additional burden for the police force.

It was suggested that banks may employ private security for ATMs and help in improving law and order situation in the area 

Action: All Banks

AGENDA – 22     INVITING LDMs TO SLBC MEETINGS

LDMs are invited regularly to SLBC meetings in many states. It was suggested to invite LDMs to SLBC meetings to have direct feed back from districts on operational issues. It was proposed to invite LDMs to SLBC meetings on rotation. The house accepted the proposal to invite 7-8 LDMs per meeting on rotation so that they attend meetings once in a year. 
Action: SLBC
AGENDA  23
NABARD AGENDA ITEMS
The following schemes and suggestions of NABARD were placed before the house. Members were requested to take note of the same. 
1. Centrally Sponsored Schemes in Animal Husbandry Sector

2.   Centrally Sponsored Schemes – 

(a)     Submission of Utilisation Certificates

(b)     Information dissemination among Branch Managers

3.    RIDF: Irrigation potential created in the State

4.    Joint Liability Groups 

5.      Need for policy initiatives from Govt. Of Karnataka for upscaling SHG-BLP / JLGs

5.1    Extension of interest subvention to SHGs credit linked to Commercial Banks/ RRBs 

5.2    Applicability of Interest Subvention for financing JLGs of Tenant Farmers/ Share 
         Croppers/ Oral Lessees – 

6.      Data on ACP, credit flow achievements, etc.

         Sub-sector wise disbursements, district wise and agency wise: 

IMPORTANT ISSUES EMANATED DURING STATE CREDIT SEMINAR 2011-12 HELD ON   21-12-2010
(i) Value Chain concept: 

(ii) Agriculture term loan: 

(iii) Implementation of KCC Scheme

(iv) Promotion of 1.00 lakh JLGs in the current year

(v) SHG-Bank Linkage Programme: 

(vi) Annual Credit Plan may be dovetailed with State Govt, programmes 

(vii) Drip Sprinkler Systems.

(viii) PMEGP                                 
(ix) Insurance Premium 

(x) CD Ratio                               
(xi) Credit flow to agriculture

xii)  Village Development programme
The above issues were placed before the house and members were requested to take note of the above for implementation. 
AGENDA 24
CONDUCT OF SLBC MEETINGS

SLBC plays a very important role in co-coordinating and supervising developmental efforts of Govt and banks in the State. As per extant instructions, the meetings of the committee are required to be held at quarterly intervals. Of late, Reserve Bank of India has observed that these meetings are neither conducted in time, nor the agenda is circulated in advance, in certain States. Further, the level of participation in the meetings is not upto the prescribed level undermining the prime objective of holding the meetings. Hence, RBI has felt a need to streamline and strengthen the system of holding these meetings. 

In order to improve the effectiveness and streamlining the functioning of SLBC, RBI vide their letter No.RPCD.CO.LBS.BC.No.44/02.19.10/2010-11 dt 29.12.2010 has suggested the following: 

1. Starting from 1.1.2011, Convenor banks will prepare calendar of programme clearly specifying the cut off dates for data submission to SLBC.

2.   Yearly calendar should be circulated by SLBC to all concerned as advance intimation for blocking of future dates of senior functionaries of banks/State Govts/RBI etc.

3. SLBC meeting should be conducted as per calendar decided in the beginning of the year under all circumstances.

4. Agenda should be circulated in advance without waiting for data from defaulting bankers.
5. Matter should be taken up with defaulting banks in the SLBC meeting and SLBC convenor banks in addition, should write a letter in this regard to the controlling office under intimation to Regional Office of RBI.

6. If Chief Minister, Finance Minister or other senior functionaries are not able to attend SLBC even after such long notice, then, if so desired by them, a special SLBC meeting may be held. 
Based on the suggestions of Reserve bank, the calendar of events for the year 2011 is as follows : 
CALENDER OF EVENTS FOR PROGRAMMES OF SLBC FOR THE YEAR 2011

	Activity
	I Qtr
	II Qtr
	III Qtr
	IV Qtr

	Deadline for receipt of information/data by SLBC from Banks/Line Depts 
	25.01.11
	15.4.11
	15.7.11
	15.10.11

	Distribution of Agenda cum background papers by SLBC
	15.2.11
	2.5.11
	1.8.11
	21.11.11

	SLBC Meeting
	28.2.11
	16.5.11
	16.8.11
	16.11.11

	Forwarding Minutes of Meetings to all stake holders
	08.03.11
	26.5.11
	26.8.11
	26.11.11

	Submission of compliance on action points by banks/Line Depts
	08.04.11
	25.6.11
	27.9.11
	27.12.11


Bankers and line depts. were requested to take note of the above schedule for submission of data.
Action: Banks, Line Departments and SLBC
AGENDA  25  –   OTHER ISSUES .

Non Realization of cheques discounted to persons affected by floods:

Bankers were advised to make instant payment of cheques issued to flood affected persons. Accordingly Banks have paid the cheques. It is reported by Pragathi Grameena Bank that 31 cheques amounting to `144500/- paid by them is yet to be reimbursed.  Though the matter is brought to the notice of the Dy.Commissioner, cheques are not paid so far. Govt was requested to reimburse the amount of cheques paid by the bankers.
Action : GOK

AGITATION BY FARMERS’ OUTFIT:
It is reported that certain farmer’s outfits in parts of Mandya and Mysore districts are agitating in front of banks and pressurizing Managers to give loans without security and obstructing recovery process etc.  State Govt was requested to initiate necessary action to prevent such instances.

Action : GOK
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