STATE LEVEL BANKERS’ COMMITTEE - KARNATAKA

Convenor – SYNDICATE BANK, REGIONAL OFFICE, BANGALORE
MINUTES OF THE 119th SLBC MEETING HELD ON 29.11.2011
The 119th SLBC Meeting was held on 29.11.2011 at the Conference Hall, III Floor, Vidhana Soudha, Bangalore.  Sri Basant Seth, Chairman-SLBC and CMD, Syndicate Bank chaired the Meeting.  The Chairman-SLBC extended hearty welcome to Sri. S.V. Ranganath, Chief Secretary and Sri Subir Hari Singh, Additional Chief Secretary & Development Commissioner, Govt. of Karnataka.  He warmly welcomed Smt Uma Shankar, Regional Director, RBI,          Sri S.N.A. Jinnah, CGM, NABARD and Sri L.K. Meena, Director, Dept. of Financial Services, Ministry of Finance, Govt. of India.
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, Micro-finance Institutions, other Financial Institutions, Insurance Companies and representatives from Print and Electronic media who were present to cover the event.

The Chairman-SLBC in his opening remarks touched upon the following key agenda items of thrust areas:
1. FINANCIAL INCLUSION & INCLUSIVE GROWTH
He urged that the “Financial Inclusion and Credit flow to agriculture”, being the theme adopted by SLBC for the current fiscal should receive continued focused attention so that the laid down goals are achieved positively.

He informed that out of 3,395 unbanked villages with population over 2000 in the State, 2639 villages have been covered till October 2011, thereby accounting for 78% achievement.         The performance by and large has been satisfactory.  However, he said that there is a need to hasten the process so that the remaining 756 villages are covered by March 2012.  He noted with concern that 5 RRBs are yet to cover 330 villages out of uncovered villages and therefore he reiterated that sponsor Banks should hand hold them and catalyze their performance so that they are able to complete the job timely.  He requested all the Banks to provide basic banking services like Savings, Credit, Remittance and Insurance to the targeted people for a meaningful financial inclusion.  

(Action: 5 RRBs & their Sponsor Banks)

He said that under population group of less than 2000, 6024 villages have been identified as unbanked and allotted to Banks for opening banking outlets and also hosted in SLBC website.  He requested the participating Banks to take steps to provide banking services in these villages at the earliest.

(Action : Participating Banks)

He informed that as advised by the Dept. of Financial Services, Govt. of India, a meeting of Senior Executives from Controlling Offices of 7 Lead Banks was conducted for redefining service area and to make Gram Panchayat as a unit for financial inclusion to strengthen the commercial viability of Business Correspondents. All the LDMs were requested to take up mapping exercise in identified villages with population above 2000 where BCs are appointed, deliberate at BLBC level and place it before DCC and SLBC for approval as there may be reallocation of villages in the service area to transform to Panchayat wise model.    He said that Gram Panchayats are the nerve centres for various developmental and welfare schemes and would play a vital role in Electronic Benefit Transfer.  The LDMs in all the 30 Districts have prepared District service area plan and submitted the same to District administration for hosting in the District Website.  Further, LDMs have been advised to form a committee involving DDMs of NABARD and Nodal Officers of Public Sector Insurance Companies, both life and non-life, to prepare a comprehensive District Financial Service Plan covering banking, insurance and rural development.  He said that presently, 32 schemes are in operation, funded by the Govt. of India, under which benefits are to be given directly to beneficiaries’ account electronically.  He requested the Govt. of Karnataka to arrange for a meeting of the Departments concerned with disbursal of payments under Government funded schemes / pensions to the beneficiaries’ account electronically, so that the matter could be discussed and taken forward.

(Action: LDMs & State Administration)

The districts of Bidar, Chamarajanagar, Gulbarga, Bangalore Rural, Koppal and Raichur have been identified by RBI as underbanked.   He requested all the Banks to open branches in these Districts so that banking services are available to the public within a radial distance of    5 Kms.  

(Action: Banks)

He said that during the last SLBC Meeting, in terms of operational guidelines on implementation of EBT and its convergence with FIP, it was agreed to follow One District – Many Banks – One Leader Bank Model for EBT implementation.  He requested the House to deliberate upon the ways to take this forward in the districts of Chamarajanagar, Mandya and Dharwad where one district one Bank model is in operation.

He informed that the success of Financial Inclusion depends upon the pace with which financial literacy and financial education are provided to the villagers.  Major Banks have formed Financial Literacy & Credit Counseling Trust and 32 FLCCs have been set up so far.  He requested all the concerned Banks, to ensure effective counseling through the FLCCs so that the process of Financial Inclusion is achieved in meaningful and holistic manner.

(Action: Banks)

2. RAPID ACTION PLAN (Agriculture) & ANNUAL CREDIT PLAN

He said that In consonance with the directions of Dept of Financial Services, Ministry of Finance, Govt. of India, the Rapid Action Plan for Agriculture credit was taken up on a mission mode by involving all the Banks, RBI, NABARD and Line Departments of State Administration by adopting a simplified procedure for providing agriculture credit to all the eligible and willing farmers, and without levying any service charges to small and marginal farmers, by organizing special campaigns at village level.  A total of over 5 lakh new farmers have been assisted by lending to the tune of Rs. 3781 crores.  In all, Rs. 15,610 crores have been disbursed upto September 2011 accounting for 50% achievement of the revised annual agricultural target of Rs. 31308 crores.  Further, he said that out of this, the share of crop loan was Rs. 11253 crores amounting to 55% achievement of prescribed target of Rs. 20388 crores.  He recalled that in  the last SLBC meeting, having regard to the potential the target for agriculture credit was raised from Rs. 25970 crore to Rs. 31380 crore, an increase of 21%.

He informed that Banks have disbursed Rs. 27512 crores under priority sector upto Sept. 2011 vis-à-vis revised annual target of Rs. 46027 crores, thereby recording an achievement level of 60%.   Achievement under Secondary Sector stood at Rs. 5283 crore, thereby already exceeding the annual target of Rs. 3624 crore and that under Tertiary Sector at Rs. 6619 crore which is 60% of annual target of Rs. 11023 crore.  The Karnataka Farmers’ Resource Centre set up at Bagalkot has been providing need based training and other services to the farming community.  

Special Campaign for Rural Lending from 1st Dec. 2011 to 15th Dec. 2011 :

He said that Govt. of India has advised to launch a Special Campaign from 1st Dec. 2011 to 15th Dec. 2011 for lending to eligible borrowers in Rural Areas.  A check list of activities required to be done by various field level functionaries has been circulated.  He requested all Banks & State Govt. officials to involve actively and ensure that all eligible borrowers in villages are provided adequate and timely credit.

(Action: Banks, LDMs & concerned Line Depts.)

3. HOUSING SCHEMES:

He said that Banks have been extending Housing finance to increase the availability of dwelling units to the needy people and have disbursed Rs. 2470 crore covering 31947 accounts during the first half year.  The outstanding level of advances under Housing was   Rs. 29059 crore spread over 4,35,311 accounts.  Further,  Banks have also assisted 1074 persons with a loan amount of Rs. 86 crore under NHB Reverse Mortgage Loan scheme to Senior Citizens.  

He informed that under Interest Subsidy Scheme for Housing urban poor (ISHUP), a target of 1 lakh has been fixed for the current fiscal.  However, Banks have sanctioned only 5004 applications as against 31593 applications sponsored by Urban Local Bodies.  This reveals that the progress is not at all satisfactory.  He requested all Banks to dispose of the pending applications without any delay and requested the controlling offices of all Banks to closely monitor the performance of branches to ensure achieving of target in the next 4 months.

(Action: Banks)

4. EDUCATION LOANS:

He said that in accordance with IBA guidelines to provide financial assistance for deserving and meritorious students to pursue higher studies, Banks have disbursed Rs. 412 crore to 25474 students during the first half year.   As at September 2011, the outstanding level of education loans was Rs. 3805 crore covering 193667 accounts.  He requested all Banks to submit their pending interest subsidy claim at the earliest as the date has been extended to 31.12.2011 from the earlier cut-off date 31.8.2011.

(Action: Banks)

5.  MICRO, SMALL & MEDIUM ENTERPRISES SECTOR:

He informed that RBI has advised Banks to extend collateral free loans to support micro and small enterprises.  In case of loans upto Rs. 10 lakhs, it is mandatory to extend loans without insisting on collateral security.  He requested all the Banks to ensure accelerated credit flow to this crucial sector to achieve the set goal both for quantum of credit and number of beneficiaries.  He also requested all scheduled commercial banks to take maximum advantage of Guarantee scheme operated by CGTMSE to grant collateral free loan of            Rs. 1 crore to meet the targeted growth.  

The outstanding level of advances under MSME was Rs. 43,945 crore as at September 2011 registering an increase of Rs. 8913 crore over corresponding September 2010 position, thereby, showing an Y-o-Y growth of 25.44%.  Under MSE, Rs. 5283 crores has been disbursed upto September 2011 as against the annual targeted level of Rs. 3624 crores.

Under CGTMSE scheme, Banks have cumulatively sanctioned credit to 49,333 units aggregating to Rs. 2,518 crore.  The Dept. of Industries & Commerce, GOK has identified 23 new clusters in different parts of Karnataka, which is in addition to the UNIDO identified 19 clusters.  He requested the Lead Banks to play a proactive role in extending eligible financial support to the identified clusters by making full use of CGTMSE scheme.
(Action: Banks)

6. Self Help Groups, Joint Liability Groups and Micro Credit :

He said that the Govt. through NABARD and Banking Institutions, is emphasizing & encouraging formation of Joint Liability Groups [JLGs]/ SHGs of farmers. The target of providing KCCs/GCCs to financially excluded people, particularly tenant farmers, oral lessees, landless labourers and those belonging to weaker section can be best addressed by linking this programme with promotion of JLGs/SHGs.  

He informed that Govt. of India has recently come out with a scheme of identifying NOT FOR PROFIT NGO in each district, which will act as SELF HELP PROMOTING INSTITUTION (SHPI)  for promotion and nurturing of SHGs, as well as facilitator for Banks for on lending to SHGs.  The detailed scheme has been circulated to Banks.  He requested all Banks to participate actively in this scheme to encourage formation and Bank linkage of maximum number of viable SHGs in the State on a mission mode.

He said that Banks have disbursed loan of Rs. 601 crores to SHG groups during the first half year, of which the share of women SHG is Rs. 540 crore.   NABARD has stipulated that 1 lakh new SHGs to be credit linked and 1,50,000 existing groups to be extended repeat finance.

Availability of other products like micro-insurance, micro-remittance, micro-pension etc., can prove very useful for accomplishing the objective of financial inclusion.  

(Action: Banks)

7. Credit to Weaker Sections:

He informed that the level of advances under Weaker Section was Rs. 26910 crore as of September 2011 against the level of Rs. 24701 crore during the corresponding previous year.           Banks have shown Y-O-Y growth of only 9 % in the level of outstanding advances under weaker sections as at September 2011 over the previous year.  He urged for urgent need to improve the flow of credit to this crucial sector to ensure at least 20% growth by year end. The percentage of advances to weaker sections to total advances stood at 10.10% as against the stipulated target of 10.00%. 

(Action: Banks)

8. Credit to Minority Communities:

He said that the level of advances under Minority Communities was Rs.11055 crore as of  September 2011 compared to the level of Rs.10061 crore during the corresponding previous period, recording an absolute increase of Rs.994 crore.   Banks have recorded Y-O-Y growth of 10 % in the level of outstanding advances under minority communities as at September 2011.  They have been able to achieve a level of only 9.84% of Priority Sector Advances against minimum stipulated level of 15% of Priority Sector Credit.  He stressed the need for boosting advances to minority communities. Credit flow to minority communities, during the first half year accounted for Rs. 2135 crore covering 1,66,136 beneficiaries.  He noted that the performance in identified districts viz., Bidar(19%), Dakshina Kannada(28%) & Gulbarga(16%) is satisfactory as the level of advances is more than 15% of priority sector credit.  

(Action:  Banks)

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

He said that the Banks have been actively participating in the implementation of various schemes sponsored by Central as well as State Government in coordination with the respective nodal agencies/departments. 

He requested all the Banks to implement the various Central Govt. schemes like Swarnajayanthi Gram Swarozgar Yojana (SGSY), Swarnajayanthi Shahari Rozgar Yojana (SJSRY) and other Govt. sponsored schemes so as to achieve the target fixed for the current year.
He noted with concern considerable delay in settlement of subsidy claims in respect of PMEGP.  He said that claims to the tune of Rs. 27.46 crores involving 1,104 cases are still pending for release of subsidy.  He requested KVIC [nodal agency] to settle the pending claims at an early date so as to reduce the additional interest burden on beneficiaries. 

(Action: KVIC)

Thereafter, he presented in brief, the performance of banking sector in Karnataka as on 30th September 2011 as under:
a. The aggregate deposit of banks stood at Rs. 3,58,474 crore as at the end of September 2011, as compared to Rs. 2,98,364 crore as on September 2010 registering an increase of  Rs. 60110 crores recording a growth of 20.15%.

b. The total outstanding credit of Banks stood at  Rs. 2,66,315 crores as at September 2011 as compared to Rs. 2,35,853 crore as at September 2010 recording an increase of Rs. 30462 crore showing a growth rate of 12.92%.

c. CD ratio as at September 2011 was 74.29%.  The moderate level of CD ratio vis-à-vis  that of  neighbouring States is an area of serious concern and he requested all banks to make concerted efforts to increase the same.

d. The outstanding level of priority sector credit as on 30.09.2011 was Rs. 1,12,346 crore against Rs. 95,031 crore last year showing a growth of 18.22%.  The percentage of priority sector advances of Banks works out to 42.19%, thereby surpassing benchmark level of 40% stipulated by RBI.  

e. Agricultural advances stood at Rs. 49,233 crore as on 30.09.2011 against Rs. 44,287 crore last year thereby recording a growth rate of 11.17%.  The percentage share of agriculture advances to total credit stood at 18.49%, which is above the bench mark of 18%.  He requested the Banks to accelerate credit flow to farm sector to improve the growth rate.

f. Advances to MSME sector stood at Rs. 43,945 crore as on 30th Sept 2011 as against Rs. 35,032 crore in the last year, recording y-o-y growth rate of 25.44%.

g. As far as implementation of Annual credit plan is concerned, Banks have disbursed Rs. 27,512 crore upto September 2011 against the revised annual target of Rs. 46,027 crore recording an achievement of 60% under total priority sector.  As regards, crop loans, banks have disbursed Rs 11,253 crore. vis-à-vis the revised annual target of  Rs. 20,338 crore thereby accounting for 55% achievement. 

h. The total advances to women segment have increased from Rs. 20,280 crore [September -10] to Rs. 22,172 crore [September-11] constituting 8.33% of total credit, which is above the stipulated level of 5%. 

i. The outstanding credit to weaker sections stood at Rs. 26,910 crore constituting 10.10% of the total credit which is also above the benchmark level of 10%.

He requested the State administration to associate with banks in conducting joint recovery drives to reduce the NPA level and to maintain the quality of the assets.  Credit needs to be efficiently recycled and hence timely recovery is of utmost importance. He said that though credit is an important input in any developmental activity by itself it may not be adequate unless backed by necessary infrastructure (backward and forward linkage).   

Continuing his key note address, the Chairman informed that University of Agricultural Sciences, Bangalore recently held a National Agricultural Mela, wherein farmers from all over the country participated in large number.  During the Mela, new crop varieties, allied activities, agri inputs agri services and concepts like post-harvest technology, agro processing, green house technology, organic farming, non-conventional energy devices, etc., were showcased.  He said that the highlights of the exhibition were innovations in cropping pattern, organic manure, new allied activities like Emu/Turkey/Australian Sheep farming, fresh water pearl culture, ornamental fish culture, non-conventional energy devices, bio-fuels, stalls by SHGs, etc.  There were several stalls of agri equipments/implements/machineries covering Tractors, Tillers, Cultivators, harvesting equipments, plant protection equipments etc.  The take away for the Banks from the exhibition is to support financing of such innovative farming methods undertaken by the farmers. The students of Home Sciences, University of Agricultural Sciences, Dharwad can be made use in strengthening SHGs as they are evincing keen interest in promoting SHGs.   
He said that the Govt. of Karnataka would be hosting one more Mega event “Global Agri-business and Food Processing Summit” on 1st and 2nd Dec. 2011 at Bangalore.  Many domestic and Multinational Companies are expected to participate and food processing sector alone may attract investment of thousands of crores.  Other potential sectors are upgrading the existing facilities, internal support facilities for agriculture business, product branding and post-harvest facilities.  He informed that as there is vast potential for investment in Agri-business and Food processing, all Banks were requested to take advantage of the summit to explore the possibility of lending on a large scale for agri business and to the food processing sector.

He  expressed his deep gratitude to the Govt. of Karnataka and its Officials, more particularly the Chief Secretary, Development Commissioner, Principal Secretaries and other Officials and also the RBI, NABARD and Bankers who are participating in this meeting.  He profusely thanked Sri L.K. Meena, who is representing Govt. of India, for his participation in the meeting.

The Chief Secretary, Sri S.V. Ranganath in his address, endorsing the remarks made by the Chairman-SLBC in his keynote address, urged the member Banks to support & make SLBC & DCC forum more effective and powerful. He reiterated the significant role of Sub-Committees on various key issues and their quarterly meetings on regular basis to discuss and deliberate thread-bare to sort out the bottlenecks, if any, so as to foster the progress in implementation of the schemes, as it is not possible to discuss all the issues thoroughly in SLBC meeting.  He requested the Bankers to solicit any kind of support required from the Govt. side.  Continuing his address, he stressed upon the following important issues :
· Urgent need to improve CD Ratio considerably to attain parity with neighbouring States like Andhra Pradesh & Tamil Nadu.
· Credit Flow to Agriculture, SC/ST, Minorities, Women and Weaker Sections needs to be augmented. 

· Sub-committees are to be activated and ensure that all the members participate in the Sub-committee meetings (The RD, RBI informed that Sub-committee meeting on FI will be held in another 2 to 3 days).
· Under Financial Inclusion, as it is of national priority, sponsored Banks to assist the RRBs in completing the task before the stipulated deadline.  Still, 756 villages are to be covered under Banking outlets before March 2012.  There is an urgent need to open the accounts and provide required financial services to each family.  In the second phase of providing Banking outlets in the unbanked villages of 1000-2000 population, the participating Banks need to start planning now itself by taking the endorsement of SLBC.
· The progress under Electronic Benefits and Wage Transfer scheme in 7 Districts is very modest.  35 schemes / services are to be rolled out in the entire State.  Banks have to take the issue seriously to make EBT successful.  

· Sanctions under Housing Loans / ISHUP are to be geared up, as progress is very much tardy. 
· NGOs, NABARD and Banks have to work in unison to achieve the set goals under key priority sector parameters.

· Requested all Banks to participate in the Global Summit on Agri Business & Food Processing Industries, a mega & unique event, being organized by State Government, scheduled on 1st & 2nd December 2012 and to take advantage of investment opportunities, which would help in improving CD Ratio of the State.  It is a pioneering venture towards increasing farmers’ income by using state-of-the-art technology in agriculture and related sectors.  It paves a new way for innovation in cultivation with amalgamation of traditional farming practices.  The summit shall be a guiding post for overall development and prosperity of farming community in Karnataka and other parts of the nation.
Smt Uma Shankar, Regional Director RBI, in her address, inter-alia, touched upon the following important developments taken place from the last meeting.
(i) Branch Authorisation Policy

She informed that to provide enhanced banking services in Tier 2 centres, it was proposed to permit domestic scheduled commercial banks (other than RRBs) to open branches in Tier 2 centres (with population 50,000 to 99,999) without the need to take permission from the Reserve Bank in each case, subject to reporting (Paragraph 77 to 80 of the Second Quarter Review of Monitory Policy 2011-12).
(ii) Redefining the Priority Sector

She said that based on the Malegam Committee’s recommendations, and as proposed in the Monetary Policy Statement of May 2011, the Reserve Bank set up a Committee (Chairman: Shri M. V. Nair) to re-examine the existing classification and suggest revised guidelines with regard to priority sector lending classification and related issues. The terms of reference of the Committee include revising the current eligibility criteria for classification of bank loans as priority sector; review of the definition of direct and indirect priority sector finance; classification of bank lending through financial intermediaries as priority sector lending; and the consideration of capping interest rate on loans under the eligible categories of the priority sector. The Committee first met on September 29, 2011 and it will submit its report within four months from that date.

(iii)  Credit Flow to the Micro, Small and Medium Enterprises Sector

She said that based on the recommendations of the Prime Minister’s High Level Task Force on the Micro, Small and Medium enterprises (MSMEs), the Reserve Bank issued guidelines in June 2010, advising scheduled commercial banks that the allocation of 60 per cent of micro and small enterprises (MSEs) advances to micro enterprises was to be achieved in stages, viz., 50 per cent in the year 2010-11, 55 per cent in the year 2011-12 and 60 per cent in the year 2012-13. Banks were also mandated to achieve a 10 per cent annual growth in the number of micro enterprise accounts and a 20 per cent year-on-year growth in credit to the MSE sector. The Reserve Bank has been closely monitoring the achievement of targets by banks on a half-yearly basis. The last review of the achievement of targets was done as on March 2011. The frequency of monitoring has been changed from half-yearly to quarterly with effect from the quarter ended June 2011.

(iv) Financial Inclusion Plan for Banks

She said that as indicated in the Monetary Policy Statement of May 2011, all Public and Private Sector Banks had prepared and submitted Board-approved three-year Financial Inclusion Plans (FIPs), containing targets for March 2011, 2012 and 2013, to the Reserve Bank.  In order to review the progress of banks in the implementation of FIPs and making way for accelerated progress in future, the Reserve Bank has been conducting annual FIP review meetings with banks. Based on discussions with banks, the following action points were conveyed to them:

· Banks should ensure close and continuous monitoring of BCs and try to open some form of low cost brick and mortar branches i.e., intermediary branches, between the base branch and BC locations.
· Further, banks were required to make efforts to increase the number of transactions in no-frill accounts. 

· There should be seamless integration of the Financial Inclusion Server with their internal Core Banking Solution (CBS) systems and in the case of end-to-end solution, there should be a clear demarcation of the technology related activities and BC related activities of their service providers. 

· Banks should initiate action for registering with the Unique Identification Authority of India (UIDAI) and start opening accounts on the basis of Aadhaar information. 

· Public Sector Banks should formulate FIPs for all RRBs sponsored by them and develop an effective monitoring mechanism so that targets assigned to the RRBs were also achieved meticulously.

· FLCCs opened by banks to be run professionally.  Performance of FLCCs should be closely monitored and a database should be maintained of the number of people who have been trained in the FLCCs and the number of people who have been successfully converted as customers of the banks, post training.

She said that the reporting format for monitoring the progress made by banks under FIPs has been segregated under qualitative and quantitative parameters. Banks have been advised to submit quantitative reports on a monthly basis and qualitative reports on a quarterly basis in future.

(v) Roadmap for Provision of Banking Services in Villages with Population of over 2000
She informed that in pursuance of the announcement made in the Monetary Policy Statement of April 2010, a roadmap to provide banking services in each of the 3395 villages with a population of over 2000 was finalised by the State Level Bankers’ Committees (SLBCs).  She expressed her happiness as the Banks have collectively, under the guidance of SLBC, Karnataka, have made extra efforts to ensure provision of banking outlets in the hitherto unbanked villages in the State and as at the end of October 2011, it is reported that the Banks had covered 2639 villages of the 3395 villages, constituting 77.8%.  She also congratulated the Bankers operating in the six districts of Kolar, Chickballapur, Mandya, Chamarajanagar, Uttara Kannada and Udupi, where 100% coverage has been achieved. In view of the progress made, she urged upon the bankers to expedite the process, especially in the districts wherever coverage is low, and ensure completion of the task before the prescribed date i.e, March 31, 2012. 
A. Regulatory Guidelines and instructions
(i) RTGS service charges for members

She said that in consultation with stakeholders it has since been decided to levy service charges for all outward transactions of RTGS members. The rationale behind the levy of service charges for outward transactions of members in the RTGS System is to (a) recover operational costs; and (b) to bring in further efficiency in the operations and the liquidity flows in the RTGS system. Inward transactions of the members will not attract any service charges and will continue to be free as hitherto. 

 (DPSS (CO) RTGS No. 388 / 04.04.002 / 2011-2012 dated 05.09.2011)

(ii) Guidelines for Rehabilitation of Sick SME Units – SCBs

She informed that norms for grant of reliefs and concessions by banks to potentially viable sick SSI units for rehabilitation were recently re-examined and it has been decided that:

(a) in case of Restructured loans if some of the WCTL, FITL, etc. need to be granted below the Base Rate for the purposes of viability and there are recompense etc. clauses, such lending by Scheduled Commercial Banks will not be construed to be a violation of the Base Rate guidelines;

(b) the banks would formulate their Board-approved Restructuring/ Rehabilitation policy for revival of viable/potentially viable sick units/enterprises and

(c) the Relief and Concessions to viable/potentially viable sick units under rehabilitation prescribed in our circular dated January 16, 2002 stand withdrawn. 

 (RPCD.SME & NFS. BC. No. 19/06.02.31/ 2011-12 dated 12.09.2011) 

(iii)   Know your Customer Norms – Letter issued by Unique Identification Authority of India (UIDAI) containing details of name, address and Aadhaar number

She said that in consultation with the Government of India, it has been decided to accept the letter issued by the UIDAI as an officially valid document for opening bank accounts without the limitations applicable to ‘Small’ accounts. However, while opening accounts based on Aadhaar also, commercial banks as also the RRBs must satisfy themselves about the current address of the customer by obtaining required proof of the same as per extant instructions. 

 (DBOD.AML.BC.No. 36/ 14.01.001/2011-12 dated 28.09.2011 & 

RPCD.CO RRB.AML.BC No. 21/03.05.33(E)/2011-12 dated 13.10. 2011)

(iv) Domestic Money Transfer- Relaxations 

She informed that a large number of people, particularly the migrant population, do not have access to formal banking channels for want of proof of identity/address. In view of the difficulties faced by such sections of population in using the authorized channels for transferring funds and also representations received by us in this regard, it was decided to open up the formal banking channel to facilitate fund transfers of small value, subject to monthly ceilings and monitoring, to give impetus to the process of financial inclusion. These relaxations are expected to provide money transfer facilities in a safe, secure and efficient manner across the length and breadth of the country. 

 (DPSS.PD.CO.No. 622 / 02.27.019 / 2011-2012 dated 5.10.2011)
(v) Inclusion of Credit under KCC under direct financing for Agriculture

She informed that as credit under the Kisan Credit Card is primarily for agricultural purposes, such credit extended by commercial banks as also the RRBs would be treated as direct finance for agriculture under priority sector lending. 

(RPCD.CO.Plan.BC. 22 /04.09.01/2011-12 dated 13.10.2011 & 

RPCD.CO RRB. BC.NO.24 /03.05.33/2011-12 dated 18.10. 2011)

(vi) Deregulation of Savings Bank Deposit Interest Rate - Guidelines 

She informed that as indicated in the Second Quarter Review of Monetary Policy announced on October 25, 2011, it has been decided to deregulate the savings bank deposit interest rate with immediate effect. Accordingly, banks including the RRBs and Urban Co-operative banks are free to determine their savings bank deposit interest rate, subject to the following two conditions: 

· First, each bank will have to offer a uniform interest rate on savings bank deposits up to Rs.1 lakh, irrespective of the amount in the account within this limit. 

· Second, for savings bank deposits over Rs.1 lakh, a bank may provide differential rates of interest, if it so chooses, subject to the condition that banks will not discriminate in the matter of interest paid on such deposits, between one deposit and another of similar amount, accepted on the same date, at any of its offices. 

The said Guidelines would be applicable to savings bank deposits of resident Indians only. Circulars in this regard have been issued to the commercial banks, the RRBs and Urban Co-operative banks.

                              (DBOD.Dir.BC.42/13.03.00/2011-12 dated 25.10. 2011,

RPCD.CO.RRB.BC.No.33/03.05.033/2011-12 dated 23.11.2011 &

UBD.BPD.(PCB)CIR No.13/13.01.000/2011-12 dated 25.11.2011)

(vii) Scheme of 1% interest subvention on housing loans upto Rs. 10 lakh – Guidelines

She informed that the Scheme has again been extended up to March 31, 2012 and loans sanctioned and disbursed between October 01, 2009 and March 31, 2011 are outside the ambit of the new liberalised Scheme and they will be treated as per old instructions (i.e., loans up to Rs.10.00 lakh with project cost up to Rs.20.00 lakh). Banks may continue to claim reimbursement, at present, as per the original Scheme. For claims in respect of the new Scheme, revised instructions would follow.

 (RPCD.MSME & NFS. BC.No. 29 /06.11.01/2011-2012 November 4, 2011)

(viii) Issue of Demand Drafts for Rs. 20,000/- and above

She informed that as banks are aware, instruments with account payee crossing are required to be credited to the payee's account and not paid in cash over the counter. However, some unscrupulous elements use demand drafts without any crossing for transfer of money as an alternative to settlement through cash. In order to address the regulatory concerns that have arisen in this context, banks are advised to ensure that demand drafts of Rs. 20,000/- and above are issued invariably with account payee crossing. 

 (DBOD.BP.BC. No. 49 / 21.01.001/2011-12 dated November 4, 2011)
(ix) Collection of Account Payee Cheques - Prohibition on Crediting Proceeds to Third Party Account

She informed that In terms of our DBOD circular dated January 23, 2006 banks are prohibited from crediting 'account payee' cheques to the account of any person other than the payee named therein. However, relaxation was extended vide our DBOD circular dated October 1, 2010. In terms of the said circular, 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. The said relaxation will continue as hitherto.  Banks and RRBs may note that the above prohibition and relaxation shall also extend to drafts, pay orders and bankers’ cheques. 

(DBOD.BP.BC.No. 50 / 21.01.001/2011-12 dated 4.11.2011, RPCD.CO.RRB.BC.No. 30/03.05.33/2011-12 dated 11.11.2011 &

RPCD.CO.RCBD.BC.No.34.07.38.03/2011-12 dated 24.11.2011)

(x) Payment of Cheques/Drafts/Pay Orders/Banker's Cheques 

She informed that w.e.f. April 1, 2012, Scheduled Commercial Banks and RRBs should not make payment of cheques/drafts/pay orders/banker’s cheques bearing that date or any subsequent date, if they are presented beyond the period of three months from the date of such instrument.

(DBOD.AML BC.No.47/14.01.001/2011-12 dated 4.11.2011, 

RPCD.CO RRB. AML.BC.NO. 31 /03.05.33(E)/2011-12 dated 16.11.2011 &

RPCD.CO.RCB.AML.BC.No.32/07.40.00/2011-12 dated 22.11.2011)
(xi) “Set-off” of export receivables against import payables - Liberalization of Procedure

She said that as a measure of further liberalization, it has been decided to delegate power to AD Category – I banks to deal with the cases of “set-off” of export receivables against import payables in respect of the same overseas buyer and supplier, subject to the terms and conditions mentioned in the circular dated November 17, 2011.

( A.P. (DIR Series) Circular No. 47 dated November 17, 2011)

She also requested concerned Banks to initiate relief measures in drought affected areas in terms of Master Circular issued by RBI on natural calamities on priority.  
Sri S.N.A. Jinnah, CGM, NABARD in his address, touched upon the following key points :

Rapid Action Plan 

He congratulated the Bankers in achieving the Rapid Action Plan in a rapid way.  As on 30th  September 2011 about 56,89,697  cards have been issued with a limit of Rs.4898 crore and the outstanding  accounts is 3457383 with an amount of Rs.18907 crore.  

He brought to the notice of the house that a Sustainable Sugarcane Initiative Technology has been introduced wherein the production of sugarcane has increased to 100 MT/acre.  This would be taken up by the farmers groups. NABARD would be organising a workshop on the technique in association with the Line Departments.

He informed that Rural Infrastructure Fund of NABARD has been the single largest infrastructure provider and Karnataka State has been the first State for availing loan under NABARD Infrastructure Development Fund (NIDA). This would not have happened but for the cooperation from the Department of Finance and Cooperation Department. Rs. 42 crore has been sanctioned and Rs. 11 crore has been released to the Karnataka State Warehousing Corporation. This would entail building 1.38 lakh MT capacity warehousing and go a long way in ensuring food security.

He said that NABARD is in the process of sanctioning projects for Producers’ Organisation in Chitradurga, Kabini Cotton Growers in HD Kote and One Rural Mart through Horticulture Department. This would help in enhancing the availability of the produce to the consumers and marketing of the produce.

As regards Financial Inclusion, he requested the Bankers to take it as an opportunity rather than as an obligation. He concurred with the Hon’ble Chief Secretary that RRBs have been slow but this has been mainly on account of their late migration to CBS. Cauvery Kalpatharu Grameena Bank has launched 63 BCs in Tumkur District through the service provider Integra and he could see the palpable joy amongst the SHG members. 

As regards Micro Credit, he said that the worrying thing is per group credit and linkage. As against repeat credit linkage it stands at 21,144 as against target of 1.5 lakh. The figures reported are not encouraging and Bankers should ensure credit linkage and provide higher dose of credit to the SHGs. The Micro Credit activities through MFIs are coming down and hence SHG linkage would go a long way in increasing per group credit.

He thanked the State Government for their support on Vaidyanathan Committee as a result of which all the cooperative banks have become vibrant except one DCCB viz. Kolar. As per RBI guidelines no bank can function without licence after March 2012 and he was confident that Government would take necessary steps in bailing out the DCCB keeping the interest of the people at large.

He said that NABARD has been the pass through agency for release of subsidy for the nationally important GOI schemes. As far as DDES scheme is concerned, the funds for sanction and release of subsidy is on first come first serve basis.  He requested the Bankers to take this as an opportunity so that the same is not cornered by some banks/some regions in the State.

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

AGENDA 1.0           CONFIRMATION OF THE MINUTES OF 118th SLBC MEETING  

The Minutes of 118th SLBC Meeting held on 07.09.2011 were circulated vide letter No. 401/2944/SLBC/-F-101-117 dt. 23.9.11. The Minutes were approved as no amendments received.

AGENDA   2.0
FOLLOW-UP ACTION ON THE DECISIONS TAKEN DURING THE

                                     PREVIOUS SLBC MEETING

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

                        by   March 2012.   

As on 31.10.2011, 2639 villages have been provided with banking outlets by the banks in Karnataka vis-à-vis total target of 3395 recording an achievement of 78% of total target.  Remaining 756 villages are to be covered before March 2012. Out of this 5 RRBs yet to cover 330 villages representing 44%.  Sponsor Banks were requested to extend handholding to their RRBs.  Further, all the participating Banks were requested to monitor the progress and ensure that all the villages are provided with a banking outlet by the end of February, 2012 itself.

(Action : Participating Banks)

Providing Banking outlets to villages with population of less than 2000
Sri L.K. Meena, Director, DFS, MOF, GOI informed that SLBC has to allot unbanked villages with < 2000 population, bank wise.  The convenor, SLBC informed that under < 2000 population category, 6024 villages have been identified as unbanked and allotted to Banks by LDMs after completion of mapping of villages on honey-comb fashion exercise. The final allocation has already been communicated to the participating banks and bank wise list is hosted in the SLBC website.  All the participating Banks were requested to initiate necessary steps as the Govt. intends to route all the benefits under 32 Govt. funded schemes to the beneficiaries’ account electronically.
(Action : Participating Banks)

2 A [2]: Strategy and Guidelines on Financial Inclusion

Redefining Service Area- ‘Gram Panchayat’ as a unit for Financial Inclusion

In accordance with Dept. of Financial Services, Ministry of Finance, Govt. of India letter F. No. 21 dt 21.10.11 Banks must, within  their service areas, assign the existing Business Correspondents the area of entire Gram Panchayat or if required, the adjoining GP for sustenance of BCs.

· Banks also must assign the BCs, to be appointed, in area of entire GP in which villages having 1000-2000 as the case may be. A Business Correspondent has to service 1500 to 2000 households minimum (5000 to 8000 population) to sustain & become commercially viable.
· 6024 villages with population < 2000, mapped by Lead District Managers on honey-comb fashion, have been communicated to Banks & the List is hosted in SLBC web site.  

· Meeting of Senior Level Executives of 7 Lead Banks was convened for the said purpose & agreed to adopt GP model for engagement of BCs.

· LDMs were advised to take up mapping of villages of < 2000 population, deliberate at BLBC & seek approval of DCC/SLBC since reallocation of villages from Service Area wise to Gram Panchayat wise is to be adopted.

· District Service Area Plan prepared by LDMs was sent to Dy. Commissioners / District Information Officers for hosting in Dist. Website. 

· In terms of  DFS, MOI ltr No. 21 dt 21.10.11, the Comprehensive Financial Services Plan (CFSP) for the entire district is to be prepared, since at present District level plans are being prepared by NABARD/ LDMs and Public sector Insurance Companies (PSIC) are preparing their Field level Plan.

· SLBC has advised LDMs to form a committee involving DDMS (NABARD), Nodal Officers of Public Sector Insurance Companies, both Life & Non Life, to prepare a comprehensive Dist Services Plan covering Banking, Rural Development, Insurance etc.

· At State level, SLBC, CGM of NABARD & State in-charge of PSICs would prepare similar State CFSP.

· Direct transfer of subsidies on LPG, Fertilizers & Kerosene is taken up on pilot basis. Besides, there are 32 other schemes funded by GOI, where benefits are to be transferred to the A/cs of the beneficiaries which would reduce the scope of malpractices.  SLBC has requested the Chief Secretary to arrange for a meeting of Line Departments concerned so as to take this forward. Similar letter has been addressed to Principal Secretary, FD, Secretary (B & R), Principal Secretary, RDPR & Principal Secretary, e-Governance
· MGNREGA wages are to be paid within fixed time.

· EBT would enhance the delivery of such services.

(Action: SLBC, LDMs, PSICs, NABARD & GOK )

Opening of Branches: 
· In the underbanked districts as listed by RBI, the Banks within their Service Area, need to open a regular brick & mortar branch in larger habitations with population of 5000 and above initially with 2 staff & ATM facilities. Staff strength can be increased with growth in business.

· Prior approval of RBI is not required to open branches in tier 3 to tier 6 areas. Such a branch would be assigned a Service Area by DCC/SLBC.

· Banks would open more brick & mortar branches, in their Service Areas, in habitations having population of 10000 & above.  

· In terms of the RBI report of the group to review extant Branch Authorisation policy, Bidar, Chamarajnagar, Gulbarga, B’lore Rural, Koppal & Raichur are identified as underbanked districts in Karnataka. Banks were requested to open branches in such areas.
· Axis Bank & ING Vysya Bank had expressed their desire to open Branches in Karnataka.  They were advised to open Branches in the above underbanked Districts.
 (Action: Banks)
2 A(3) OPERATIONAL GUIDELINES – IMPLEMENTATION OF EBT AND ITS CONVERGENCE WITH FINANCIAL INCLUSION PLAN (FIP)
· The operational guidelines issued by the Central Office, RBI on implementation of EBT and its convergence with FIP have already been communicated to all Banks / LDMs/ Finance Department, GOK.  In the guidelines, RBI has advised that One District - Many Banks - One leader Bank model is to be adopted for EBT implementation.  

· The DFS, MOF, GOI vide letter F.No. 21/7.9.11 on Strategy & Guidelines on Financial Inclusion has advised that “One District- Many Bank-One Leader Bank Model” is to be adopted uniformly in all the districts. Further directed that where “One District-One Bank Model” is followed in some districts on parallel basis and the same has to be discontinued.

· WAY FORWARD FOR EBT IMPLEMENTATION   

Keeping in view the need to provide all banking services to villages, it is advised that “One District-Many Banks-One Leader Bank Model” may be adopted henceforth for EBT implementation to converge with total Financial Inclusion.
The model work flow as furnished under is given in the operational guidelines -
· In this model, all Banks present in the District participate in the EBT. For administrative convenience State Govt. shall designate the Leader Bank in consultation with RBI and will in turn arrange for transfer of funds to other Banks and ultimately to beneficiaries accounts. 

· Nodal Department has to provide list of all beneficiaries to the Leader Bank.

· Leader Bank has to distribute the list of beneficiaries among all participating banks. 

· Participating banks have to appoint the technology provider and deploy BC/CSPs in all villages.

· BCs/CSPs have to enroll all beneficiaries, participating banks need to open accounts and issue smart cards.

· Nodal Department has to open a savings bank account with the leader Bank

· Nodal Department needs to provide files electronically containing details of beneficiaries each month and arrange for crediting the required amount into the saving bank account with leader bank.

· Leader Bank has to arrange for crediting the amount electronically to other participating banks.
· Participating banks have to credit the beneficiaries’ accounts on the same day and send confirmation to the leader bank.

· Leader bank shall confirm credit to the Nodal Department.
· MIS reports need to be provided by participating banks to leader bank and leader bank in turn to submit reports to the Nodal Department

· Reconciliation with the Nodal Department has to be done by the leader bank preferably on daily basis, but at least on weekly basis .

· Developments in the implementation of EBT are to be mailed to DCC/ BLBC level every month by the leader bank.  Any policy or structural issues in the implementation are to be discussed at SLBC level. 

· The House shall adopt the above operational guidelines for implementation.

The minutes of the meeting of Ministry of Rural Development, Ministry of Finance with CMDs of select Banks held on 25.8.11 & chaired by Dy. Governor of RBI comprised the following decisions.
· Banks should ensure that A/cs of the beneficiaries are opened quickly.

· Banks should ensure that BC infrastructure is put in place & remuneration payable to CSPs for carrying out EBT business is worked out in advance as CSPs are lynchpin in the entire operation.

· Banks should ensure benefits under the scheme are extended in time to the beneficiaries. BCs should be present in the village at fixed date & time which should be known to all.

· Govt and Banks should create a centralized Data base with an effective MIS for smooth implementation of the scheme.

· Constitution of task force headed by Sri V K Sharma, ED, RBI for addressing all issues and laying out a road map for effecting roll out of the scheme.

The Secretary (B&R), GOK informed that students are operating their accounts once in a year to draw the scholarship amount.  But, SBM is making the accounts inoperative if there is no transaction for six months.  The GM, RBI informed that no frill accounts will not become inoperative, but become dormant. The SBM representative clarified that such dormant accounts can be made operative by using Supervisor ID for further transactions in the accounts. The RRBs were requested to expedite opening of accounts and issue of Cards as they have fully migrated to CBS platform.  The CGM, NABARD requested GOK to infuse capital in respect of weak DCC Banks so as to facilitate issue of license.  The Secretary (B&R), GOK also requested SLBC to share the monthly data in respect of ‘No Frill A/cs’ opened and credit linked in respect of FIP villages.   The ED, Convenor Bank of SLBC informed that 42% of ‘No Frill A/cs’ are credit linked and suggested for opening operational accounts to other eligible family members also.  
2 A  [4]  Electronic Wages and Benefit Transfer [EWBT] Scheme- present status

One District- Many Banks Model:

In terms of MOU signed with GOK, Banks are implementing EWBT Scheme on a pilot basis in Bellary, Chitradurga, Gulbarga [including Yadgir district] districts under One District Many Banks Model by adopting Service Area Approach under Lead Bank Scheme of RBI.  It is implemented under the aegis of SyndicateBank, Canara Bank and SBI, the lead banks in these districts. 

One District – One Bank Model:

In other three districts namely – Chamarajanagar [SBM], Mandya [Vijaya Bank] and Dharwad [Axis Bank] EWBT is implemented under One District One Bank Model. 
As per RBI & DFS guidelines the second model has to be discontinued. However, it is observed that RDPR has directed CEO of Koppal Dist to sign MOU with ICICI Bank for disbursal of payments under MGNREGA.  The Chairman, Pragathi Grameena Bank informed that they have made lot of investment in appointment of BCs, opening of ‘No Frill A/cs’ and issue of Smart Cards in Koppal District.  The Secretary (B&R), GOK has agreed to roll back the same in Koppal District, as it has not travelled long distance.
The representatives of SBM & Vijaya Bank informed that they have incurred considerable cost in creating necessary infrastructures for implementation of EBT in Chamarajanagar & Mandya Districts, respectively.  They have already entered into MOU with the Technology Service Provider for end to end solutions covering all the villages.  It is not fair to dismantle the existing system all of a sudden.  Modifications / deviations in the existing contracts would pave ways for dispute with the service providers.  They are ready to extend the entire range of financial services.  Hence, they requested for continuation of the scheme in those districts. 
The status of EBT progress as on 26.11.2011 was presented to the House.

EBT PAYMENTS
· Participating Banks and the respective Lead Banks were requested to follow up to ensure issue of cards to the ultimate account holders. Further, the process of implementation shall be hastened by Banks and complete the project implementation in a time bound manner. 

· In all the districts, enrollment / opening of accounts/ issue of smart cards shall be completed immediately so as to enable the state Govt. to route all the benefits like SSP, MGNREGA etc. through the accounts compulsorily under e-FMS Payment.

· In the sub committee meeting of SLBC on FI held on 09.05.2011, GOK has agreed for  reimbursement of cost of smart cards. SBI (Rs. 225759) & Karnataka Bank (Rs. 4331) have reported that the claims are pending at State Govt. 

· SLBC vide letter 419/1.10.11 advised LDMs of 4 dist where “One Dist-Many Banks Model” is followed to collect the data on Amt disbursed through A/cs of beneficiaries of NREGA & SSP and submit the claim to respective Directorates.

(Action: LDMs concerned)
Financial Inclusion - Payment of Social Security Pensions through Banks 
& e-FMS Payment under MGNREGA

· SLBC has received data of 138709 social security pensioners from the Directorate of Social Security and Pensions, Revenue Department, GOK, containing the required information to start the process of account opening of SSP beneficiaries. The same was forwarded to the concerned Banks and LDMs to arrange for opening No Frills Accounts and draw their pension through their accounts either through B C or at the Branch. 

· The Secretary, DFS, MOF, GOI advised to route all payments under NREGA &SSP thro’ Bank A/cs as e-Payment as part of Green Initiative.

· During 118th SLBC Meeting, RDPR, GOK had made presentation on MGNREGA A/cs  and requested for furnishing A/c Number, IFSC Code on the job card.  SLBC has sent the CDs provided by RDPR to concerned Banks for updating & sending back to RDPR. (SLBC letter 443/ 12.10.2011)

(Action: Banks)
EWBT Scheme – MIS and PGRS

· The web based software for MIS PGRS developed and demonstrated live by NIC to Secretary, Finance (B&R), GOK, Convenor SLBC and RBI representatives required some modifications to the software.  The NIC representatives had agreed to incorporate the modifications.   Secretary, Finance (B&R), GOK requested NIC to make online testing of the application after incorporating the changes by getting sample data and making test user-ids for all kinds of users of the application as per the roles involved. 

· SLBC in association with NIC had arranged training Programme to selected LDMs and Bankers on 16.7.2011 and to Technology Providers on 21.7.2011.  The User Names and Passwords received from GOK for selected Taluks in Chamarjanagar, Chitradurga, Dharwad, Mandya were forwarded to LDMs/Controlling offices for testing the software.

· SLBC has consented to share the cost of required hardware and provide the facility management as agreed for the application. Server unit may be kept at NIC for convenience and safety. 

FINANCIAL INCLUSION PLAN (FIP) IN KARNATAKA – DISAGGREGATED DATA ON BOARD APPROVED FIP OF BANK

· During the meeting with Governor of RBI, Banks were advised to disaggregate the Bank’s Board approved national FIPs, first to the State of Karnataka and further to district level. FIP should contain information not only villages having more than 2000 population but also about villages having less than 2000 population. 

· SLBC has requested Banks/ RRBs to furnish the details as per format sent by RBI.  Banks were again requested to submit the same.  

 (Action: Banks)
2 (b): MEETING ON FINANCIAL INCLUSION WITH ALL SLBC CONVENORS HELD AT DFS, MOF, NEW DELHI ON 3.11.11

The Convenor shared with the house the action points which emerged in the meeting of SLBC Convenors held at Delhi on 3.11.2011 chaired by Secretary, Dept. of Financial Services, Ministry of Finance and requested member Banks to note the same for needful action.
1. All migrant labourers, under privileged classes who do not have bank accounts need to get bank A/c.  
2. Steps should be taken to revive inoperative A/cs by giving them GCC/KCC.

3. The best practices of opening A/cs of migrant labourers can be shared with other SLBCs.  Banks are requested to inform the best practices adopted by them in this regard with SLBC Karnataka so that they can share this with other SLBCs.
4. Banks need to become Point of Presence for Swavalamban scheme and this should be synergized with the A/c opening of the poor so that pension contribution can be smooth. One person in ZO of Bank should be made responsible for it. The Swavalambana scheme covers Anganawadi, Construction workers, beneficiaries of services from various NGOs, MFIs, Nationalized Banks etc. 

5. District Service Area Plan and the Branch Extension Plans need to be put on the website of the concerned districts.

6. One Officer from the bank branch must visit the BCs in villages of population of 2000 and above, for follow up and monitoring. It should be ensured that the BC Agent is seen to be an extension of the bank.  All activities of banking facilitations must be assigned to the BCs so that they not only become an effective agent of bank but their viability also improves.

7. Branch Manager of the Service Area Branch must also spend few days in a village and take the BC agents along with them to ensure that the customers get the confidence in BC agents.

8. RRBs will have to join the NEFT network of the sponsored Bank.

9. The concept of one district many banks, one leader bank which can open the account under the Service Area approach of the beneficiaries should be strictly followed.  Wherever this is not being done, SLBCs should correct the anomaly 

10. SLBC will send a monthly statement on the financial inclusion progress as per format by the 5th of every month from this month onwards for the information of Hon'ble FM. All participating Banks were requested to submit the statement on or before 3rd of every month positively to SLBC.                                                         

11. All SLBCs to ensure that the targets will be met before the scheduled date.

12. It needs to be emphasized that the priority in financial inclusion is to saturate the geography by banks by having an account for at least one member in the family 

The GM, RBI informed that there are no regulations for remittance of funds subject to ceiling limits in respect of walking / migrant customers.  Local village bodies like Panchayat, Post Office, Education Institutions can introduce the customers to mitigate money laundering, artificial slicing and avoid Mule accounts. 

(Action: Banks/LDMs)

2. C : SETTING UP OF FINANCIAL LITERACY AND CREDIT COUNSELING CENTRES (FLCCs)

· SyndicateBank, Canara Bank, Corporation Bank, SBI, SBH SBM and Vijaya Bank, BOI, Karnataka Bank have set up FLCCs at 32 centers in 29 Districts as per RBI guidelines. 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 list of FLCCs functioning in various district/ taluka was presented to the House.

· During the First meeting on State Level Monitoring Committee held on 25.07.2011, RBI has suggested to complete the opening of FLCC at Taluk level before 31.12.2011.  LDMs were advised to allocate taluks to various banks in the Districts. 116 Taluks have been allocated so far in 19 Districts by the LDMs.  The allocation of remaining 60 Taluks to be completed by the rest of the Districts immediately.
· FIRCs are setup in 9 Districts by Syndicate Bank, Vijaya Bank, Corporation Bank.

(Action: Banks/LDMs)

2D. CREDIT FLOW TO AGRICULTURE-  KCC - RAPID ACTION PLAN

The strategies adopted during the meetings held on 23rd  and 26th of August 2011, were communicated to all concerned for speedy implementation of providing Agriculture Credit Limit (KCC) to all eligible and willing farmers in Karnataka State. All the LDMs were advised to obtain the certificate duly signed by the CEO of Zilla Panchayat confirming that the limit has been provided to each non-defaulting farmer. All districts have submitted the certificates. The Banks have extended Agri Credit limit of Rs 3781 crores to 504462 new farmers under Rapid Action Plan.              

It was suggested for formulation of scheme, if none exists, for opening a savings cum OD account to families in rural areas which do not have any land with a limit of Rs. 10000/- against personal guarantee of the villager. The villager should be able to use the bank account for saving or as OD for meeting consumption purposes. This matter was discussed during 118th SLBC meeting held on 7.9.2011, as on the same day the communication was received from MOF:GOI and Banks were informed by the Chairman-SLBC to formulate their own schemes to implement above suggestion.

The RD, RBI suggested NABARD to conduct a survey to identify uncovered farmers and to create a simple data base of left out eligible house holds.  In Hassan District, during the MHFI programme, it has come to the notice that some farmers have not been issued Agri credit facilities.  

SPECIAL CAMPAIGN FOR RURAL LENDING FROM 1st Dec. 2011 to 15th Dec. 2011

GOI launched Special Campaign from 1st Dec. 2011 to 15th Dec 2011 for lending to eligible borrowers in Rural Areas. A check list of following activities required to be carried out by field level functionaries was circulated.

a) Each Branch will announce a particular day in which officers of the Branch will visit each village falling in the service area.  This should be announced in the villages a week before through local publicity / notice.  On that day, applications for opening accounts and KCC/GCC will be collected, checked and approved and next day the same would be made available in the village by one of the functionaries of the Branch of the Bank.

b) Similar exercise will be done for all the villages falling in the service area of the Branch.

c) At the end of the campaign it will be certified by each Branch that there is no farmer / non-farmer living in the village who could not be given KCC/GCC as the case may be.

d) The Zonal Office will certify that each village of 2000 or more population is being visited once a week on a fixed day, time and place.
Bankers were requested to inform SLBC the action taken in this regard.

(Action: Banks/LDMs)

2.E      INTEREST SUBSIDY SCHEME ON CROP LOANS TO FARMERS Rs.50000/- THROUGH PSBs/ RRB
· Under the scheme, Banks have utilized Rs. 21.50 crore covering 376028 farmers out of Rs. 40 crore released by GOK.

· As regards to coverage of farmers on crop loan disbursal limit more than Rs. 50000/- and up to Rs. 1 lakh, Banks have furnished the data on disbursement during 2010-11 as crop loans and consolidated amount was conveyed to Dept. of Agriculture, GOK by SLBC.  

· The SLBC requested GOK to come out with a suitable decision in the matter. It also requested to inform the continuation of Interest subvention scheme of GOK for the year 2011-12.

· The Hon’ble Finance Minister in his budget speech for 2011-12 announced increase of Interest Subvention to farmers availing crop loans by PSBs upto a limit of Rs. 3 lakh from 2% to 3 % p.a. so that effective rate of interest will come down to 4% p.a. for such farmers. 

· The Banks are requesting RBI to issue guidelines in this regard for claiming interest subvention for the half year ended September 2011 and also for the year end.

The GM, RBI informed that the issue has been taken up with their Central Office and Gazette notification is yet to be effected.  The CGM, NABARD informed that Interest subvention has to be invariably passed on to the beneficiaries’ accounts as they have received some complaints against some DCC Banks.
2.F   
CREATION OF CENTRAL REGISTRY FOR MICRO AND SMALL ENTERPRISES
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.  One of the suggestions that came up was 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. 

With regard to Urban land records, Survey, Settlement and Land Records Dept, 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 and new mortgages created in these cities for inclusion in the registry.  Banks were requested to make use of this facility.

The Secretary, (Bhoomi & UPOR), GOK, again requested the Banks to furnish the details of the Bank securities in the above mentioned towns to be incorporated in the Securities Section of the UPOR Property Register Cards. Banks were again requested to submit the details in the prescribed format along with copies of documents pertaining to all the outstanding loans. The Banks have to furnish the details of both registered equitable mortgages as well as unregistered equitable mortgages and both loans of individuals; industries and commercial establishments in the statement.  The Secretary (UPOR), Revenue Dept., GOK has requested Banks to furnish the necessary information so as to switch over to electronic system fully.  This would become transparent and there may not be any need for Central Registry.  The SBI representative requested for some more time as their Branches are not fully equipped.  Internet facilities are not provided to all the Branches.  The IOB representative made a special request to provide internet link to the respective Banks’ website so that Branches can have easy access for uploading the electronic mortgage transactions instead of giving link to the individual branches as it is a costly affair.
(Action : Banks)
2.G- INTEGRATION OF BHOOMI WITH BANKS

Bhoomi project has developed a small application to handle the Pledge and Release Transaction by Banks, which needs to be utilised immediately. The out come of meeting held on 19.9.11 with the Secretary (Bhoomi) is as under:
1. The liability of the new owner is carried forward in the Bhoomi application resulting out of any type of mutation including sale, partition, court order, podi etc.

2. Banks which have financed will be treated as interested parties and notices would be served to them before carrying out the mutation.

3. The notices can be sent as e-mail and transaction intimation through SMS, if they register as interested party for the land parcel on which they have financed.

4. Banks would be intimated to file application for their claims, during acquisition of lands and before disbursement of award money.

5. There is facility to raise request for creation of charge as well as removal of charge by paying Rs 35 each as mutation fee.

6. Bhoomi will finalize the protocol of money transfer and account No. details and intimate to individual bankers.

The Secretary (UPOR), Revenue Dept. informed that they have closed the manual system of mortgage transactions and put in place electronic system.  This avoids cheating and the Dept. has already imparted training to all the concerned officials.  

(Action : Banks)

2. H.  INTEREST SUBSIDY SCHEME FOR HOUSING TO THE URBAN POOR   [ISHUP]
· A physical target of one lac has been allocated bank/ branch-wise for the current fiscal (2011-12).  The ULBs have sponsored 31593 applications, against which the sanctions were made only to 5004 units & 26425 applications were pending as on 20.10.11.
· Two review meetings were held to monitor the progress in view of the sanctions not picking up.

· A systematic monitoring mechanism is put in place by SLBC through collecting monthly statements. SLBC vide letter No. 522 dated 9.11.11 reminded concerned Banks for disposal of pending applications.
· Ministry of Housing & Urban Poverty Alleviation, GoI has not accorded consent for dovetailing the “Nanna Mane- Nanna Swattu” scheme with ISHUP.  The Ministry of Housing, GoK was requested to look into this and issue suitable guidelines.

The GM, RGRHCL informed that they are releasing subsidies directly to the beneficiaries’ accounts wherever margin money is brought without bank loan and the Banks do not come into picture in such cases.

The LDM, Yadgir informed that the Urban Local Body (ULB) in Shahpur is creating first charge on the house, which is against the prevailing norm of first charge to the Bank.   The Housing Department, GOK was requested to instruct the ULBs accordingly. The LDM, Chikballapur informed that most of the beneficiaries are coming only for renovation of the existing house. The representative, RGRHCL informed that they would look into the issue. 
(Action : Banks/Housing Dept. GoK)

2. I   KARNATAKA FARMERS  RESOURCE CENTRE [KFRC] AT BAGALKOT

· KFRC has organised 2 training programmes on Live Stock Productivity enhancement Services for rural youth & all have been absorbed by various NGOs. It also conducted training programme for SHG members, BCs, Farm women, students etc.

· It has conducted sensitization programmes on Govt. schemes, NABARD schemes to elected representatives, Bankers, Officials of Govt. Dept. KMF & NGOs.

· Actively supported Horticulture University, Bagalkot in organising “Thotagarika Mela”

· KFRC has requested GOK to contribute their share of Rs 2 crore towards corpus fund. 

· KFRC requested for support from Universities, Line Depts., Krishi Vignana Kendra, Zilla Panchayaths, Banks, NGOs and other related institutions. 

(Action : State Administration & Banks)
2J :  REPORT OF THE HIGH LEVEL COMMITTEE TO REVIEW LEAD BANK  SCHEME -   IMPLEMENTATION OF THE RECOMMENDATIONS SUB COMMITTEES

· Convenors of Sub Committee were requested to conduct Sub-committee meetings within 15 days of the quarter so that Minutes can be included in the SLBC agenda of the same quarter to have uniformity.

· Minutes of the 2 Sub Committee meetings viz., C D Ratio & Flow of credit to SC, ST, Minority & Backward Community, held during the previous quarter were presented to the House.

· Vijaya Bank conducted Sub Committee meeting on 1) Education Loan 2) Govt Sponsored schemes. The Bank was requested to submit the minutes at an early date.
1. Sub Committee on C D Ratio: 
The Meeting was held on 10.11.2011. The gist of the proceedings was presented to the house as under: 
a) Major Banks like SBM, SBH, Vijaya Bank, Corporation Bank & Canara Bank have CDR less than State average. 
b) There was perceptible improvement in disbursement under Annual Credit Plan under Primary & Secondary Sectors in March 11, whereas tertiary sector shown decline.
c) Committee has suggested all Banks to submit compliance report under Agri- Rapid Action Plan which has offered opportunity for increasing Agri advance. Again such farmers can be financed with term loans. 
d) SHG & MFIs: Commercial Banks must be pro-active to increase their share in MFI/ SHG financing.
e) Financing under MSME sector: Banks should accelerate lending under MSME. Bellary Iron Ore mess has impacted credit exposure on housing, realty, transport & Hotel Industries. The Sub-committee suggested Banks to provide finer rate of Interest linked to Base Rate for Corporate Lending.

f) Loan against pledge of Gold: Banks in Karnataka should effectively market this portfolio both under Priority & Non Priority sectors as seen in AP, Tamil Nadu & Kerala States.

g) NABARD should come out with innovative area specific schemes for enabling Banks to lend to these schemes.

h) Thrust must be on Investment finance in Agriculture & Agro/ food processing units.  The Sub-committee suggested that NABARD should also assist in identifying borrowers.

i) Sub-committee suggested Corporate credit extended to Corporate like Mangalore Port, MRPL, etc, are to be taken into account while computing CDR of the state.

g) CGTMSE scheme is to be popularized for increased lending to MSME.

The Chief Secretary, GoK requested Banks to improve the CD Ratio to atleast 80% by March 2012.
2. Sub Committee on Flow of Credit to SC, ST, Minority & Backward Community held on 17.9.2011.  
The gist of the deliberations is as under: 

a) Branch level credit delivery system should be improved. Overdue under the schemes are coming in the way of further lending. 

b) Many persons choosing the similar activities render the project becoming unviable.

c) Chairman suggested for sending applications in every quarter to avoid crowding of applications at the fag end. 

d) Nodal agencies while sponsoring the applications have to consider viability of projects leading to income generation.

e)  Quick disposal of applications by Banks to avoid the borrowers’ repeated visit to the Bank to avail loan & Bank must quote specific reasons for returning applications.

f)SHG / JLG lending must be encouraged & also lending to MFIs since they cover small borrowers.

g) Banks must avoid lending to the extent of subsidy amount and shall adhere to need based quantum of finance.
h) Back ended subsidy to be introduced to curb misuse in all the schemes.

i)  Suggested for creating a monitoring cell at each District by Banks.

(Action : Banks/Nodal Agencies)
AGENDA 3 : 
 REVIEW OF BANKING STATISTICS AS OF September 2011

The Bank-wise position as of September 2011 was reviewed in respect of Branch Net Work, Deposits and for Advances and CD ratio.

Branch Network:
As at the end of Sept-11, the total numbers of bank branches in the State were 7393. Out of which, Commercial Banks-5222, RRBs-1277, K.S.Co-operative Apex Banks-40 KASCARD-177, DCC Bank-608, Karnataka Industrial Coop Bank-38 and KSFC- 31 Branches.

Deposits:

The aggregate deposits of Banks was Rs. 358474 Crore as at the end of Sept-11, when compared to the level of Rs. 298364 crore as on Sept-10, registering an increase of Rs. 60110 Crore showing a growth rate of 20.15%. 
Advances:

The total outstanding Advances of Banks was Rs. 266315 Crore as at the end of Sept-11 when compared to the level of Rs. 235853 Crore as at Sept-10, registering an increase of Rs. 30462 Crore showing a growth rate of 12.92%. 

Credit-Deposit Ratio:
The Credit Deposit Ratio as of Sept-11 was 74.29% vis-à-vis 79.05% as of Sept-10 showing a decline of 4.76%. The CD ratio was the highest at 103% in Rural areas as compared to 67% in Semi-Urban, 67% in Urban and 74% in Metro areas. 

Further analysis indicated that some banks with good presence are having CD ratio below 60%. [SBM-57, SBH-59, Allahabad Bank-57, IOB-53%, OBC-41%, UBI-56, Karnataka Bank-38%]. These Banks need to take steps to increase flow of credit to productive sector of the economy.

(Action : Banks)

Priority Sector Advances:
The outstanding level of total priority sector advances of Banks stood at  Rs. 112346 Crore as of Sept-11 as against Rs. 95031 Crore as at Sept-10 showing an increase of Rs. 17315 Crore recording a growth of 18.22%. The percentage of priority sector advances of Banks works out to 42.19% surpassing the Benchmark level of 40% as stipulated by RBI. 

The following major Banks were requested to improve lending under PSA since the PSA to total advance ratio is less than 40% (Corporation Bank (38%), SBI (30%), Allahabad Bank (17%), Andhra Bank (19%), BOB (28%), BOM (23%), Indian Bank (31%), IOB (26%).

The total agricultural advances as at Sept-11 were to the tune of Rs. 49233 Crore constituting 18.49% of the total advances of Banks, out of which direct advances to agriculture stood at Rs. 38263 Crore forming 14.37% of total advances as against the bench mark level of 13.5%. The following major banks were requested to maintain stipulated 18% level, (Corporation Bank (13%), SBI (11%), Allahabad Bank (16%), BOB (8%), BOI (16%), BOM (5%), IOB (10%), OBC (14%)
The outstanding Advances to Weaker Sections by Banks was Rs. 26910 Crore constituting 10.10% of the total Advances with an increase of Rs. 2209 crore over the previous corresponding year level. The outstanding advances to Small & Marginal farmers was to the tune of Rs. 20029 Crore covering about 30.57 lakh accounts, constituting 40.68% of the total Advances to Agriculture. The outstanding advances to SCs/STs were Rs. 8357 Crore constituting 3.14% of the total advances.  

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-11 stood at Rs. 29059 crore covering 435311 accounts. During the half year 2011-12, the Banks have disbursed Rs. 2470 crore involving 31947 accounts.

Public Sector Banks have formulated Reverse Mortgage Loan Scheme for the benefit of the Senior Citizens. The Banks assisted 1074 persons with a loan amount of Rs. 86 crore as at Sept-11. 
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-11, the outstanding level of education loans stood at Rs. 3805 crore covering 193667 accounts. Banks have disbursed loans to 18285 students amounting to Rs. 307 crore during the II quarter.  During the half year the total disbursement was Rs 412 crore covering 25474 students. 

The Indian Banks’ Association vide letter No. SB/Cir./10-21-ISS/ 4385 dated 2.11.2011 has informed that the web portal of Nodal Bank viz, Canara Bank for submission of interest subsidy claims by banks, which was earlier made available up to 31.8.2011, has been extended up to 31.12.2011 to submit claims for the academic years 2009-10, 2010-11 and 2011-12. All the Banks were requested to note the extension of time for submission of Interest subsidy claims relating to Education Loans. 

Credit Flow to Micro, Small & Medium Enterprises [MSME] – Sept-11 

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 Rs. 13476 Crore. The advances to Small Enterprises were at the order of Rs. 15047 Crore. The advances to Medium Enterprises stood at Rs. 15422 Crore as at Sept-11.  The percentage of advances to Micro & Small Enterprises [Rs. 28523 Crore] was at the order of 64.91% out of the total advances to MSME Sector [Rs. 43945 Crore].    

The Reserve Bank of India is regularly conducting the meeting of the Empowered Committee on MSME and Meeting of State Level Inter Institutional Committee (SLIIC) for Karnataka, every quarter to review the implementation of the recommendations of the working group on rehabilitation of sick MSMEs, flow of credit to MSE sector, collateral free loans to SMEs, flow of credit to MSME clusters and conducting awareness programmes and entrepreneurial camps-CGTMSE etc. RBI is calling for the information on the above issues. Banks were requested to submit the compliance report to them every quarter before 5th from end of the quarter. 

Further, Dept. of Industries & Commerce have identified new clusters at different parts of Karnataka, which is apart from the UNIDO identified 19 clusters.  The list was presented to the House.
COVERAGE UNDER CREDIT GUARANTEE SCHEME OF CREDIT GUARANTEE FUND TRUST FOR MICRO & SMALL ENTERPRISES [CGTMSE] –

Under guarantee scheme of CGTMSE, Banks have covered 5413 units with an approved amount of Rs. 27756 lacs during the first quarter ending September 2011 and cumulative figures were 49333 applications amounting to Rs. 251814 lacs [Source: Credit Guarantee Fund Trust for Micro & Small Enterprises].

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

RBI vide Master Cir.No. RBI/ 2011- 12/ 83 RPCD. SME & NFS. BC.No.09/06.02.31/2011-12 dated 1-7-11 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 were requested to 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/ adherence in this regard.

(Action : Banks)

AGENDA 4.0
    IMPLEMENTATION OF ANNUAL CREDIT PLAN (2011-2012)

IMPLEMENTATION OF ANNUAL CREDIT PLAN (2011-2012)

The progress in disbursement under Annual Credit Plan during first half-year of current financial year with bank wise position was presented to the House.   

Banks have disbursed Rs. 27512 crore under ACP 2011-12 up to September-11 against revised annual target of Rs. 46027 crore recording an achievement level of 60% under total Priority Sector. Achievement under secondary sector was 146% and tertiary sector was 60%.  Banks have disbursed Rs. 11253 crores under crop loans against the annual target of         Rs. 20388 recording an achievement of 55% of revised annual target.  Under Primary Sector Banks have disbursed Rs. 15610 crores in the first Half-year (2011-12) vis-à-vis the revised targeted level of Rs. 3138 Crores. thereby recording 50% achievement.

In accordance with the decision taken during 118th SLBC meeting held on 7.9.2011, all the Banks were informed vide SLBC letter No. 417 dated 4.10.2011 to review / monitor the progress, both under disbursement and outstanding, in respect of the following key parameters every quarter.
1) Agriculture Credit   2)  MSE ( Micro & Small Enterprises)  3) Housing Loans

4)   Education Loans  5) Credit to Weaker Sections  6)  Credit to Minority Communities

7)   Credit Deposit Ratio  8) State wise Financial Inclusion Plan

9)   Bank SHG linkage programme  10) NREGA Payments

11) Swarnajayanti Gram Swarozgar Yojana (SGSY)  12) Swarnajayanti Shahari Rozgar Yojana (SJSRY)  13) Scheme for Rehabilitation of Manual Scavengers (SRMS)

14) Prime Minister’s Employment Generation Programme (PMEGP) 15) DRI Advances

(Action : Banks)
AGENDA  5.0
                CENTRAL AND STATE SPONSORED SCHEMES

5.1        PRIME MINISTER EMPLOYMENT GENERATION PROGRAMME [PMEGP]                    

Representations were received from Public and Banks that there is inordinate delay in settlement of subsidy claims resulting in additional interest burden on beneficiaries. It is reported that 1104 subsidy claims to the tune of Rs 2746.39 Lakh are pending. Even claims pertaining to year 2008-09 are pending. It is requested that KVIC to take up the issue with Govt and ensure that the pending claims are settled at the earliest.  The Director, KVIC informed that they are in the process of physical verification of already financed units.  Soon after submitting the verification report, they would pursue with Govt. of India for release of pending subsidy.  The Convenor-SLBC suggested for single nodal agency for implementing PMEGP Scheme instead of the existing 3 agencies, i.e., KVIC, KVIB & DIC to avoid inter-competition.
(Action : KVIC)
5.2
SWARNA JAYANTI GRAM SWAROZGAR YOJANA (SGSY) [2011-12]            

District-wise credit and subsidy disbursed and the share of SC, ST, Minorities, Women & disabled (first half-year) was presented to the house.  An amount of Rs. 13.34 crores were disbursed.
The Govt. of India have approved restructuring of SGSY as National Rural Livelihoods Mission (NRLM), to be implemented in a mission mode across the country. The strategy for implementation of NRLM in Karnataka was discussed during the meeting held on 10.10.2011 under the Chairmanship of Principal Secretary, RDPR, GOK. It has been decided to implement NRLM in 20 taluks of five districts (Belgaum, Dharwad, Gulbarga, Mysore and Tumkur) in the first phase. The minutes of the meeting were forwarded to Banks and LDMs vide SLBC letter No. 574 dated 19.11.2011.

5.3       SWARNAJAYANTI SHAHARI ROZGAR YOJANA (SJSRY) – 2011-12

The progress up to Sept-11 was placed before the house. 1050 loans were disbursed involving an amount of Rs. 11.11 crores.
5.4    SCHEMES OF Dr. B. R. AMBEDKAR DEVELOPMENT CORPORATION LTD

Progress as at Sept-11 was presented to the house. 1075 loans (Rs. 2.74 cr) under Self Employment Programme & 231 loans (Rs. 4.80 cr) under ISB were sanctioned. The target is yet to be received from the Nodal agency.

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-11 was presented to the house. In total, 647 loans were sanctioned with credit limit of Rs. 2.55 cr. 
5.6 SCHEME OF KARNATAKA MINORITIES DEVELOPMENT CORPORATION 

The Corporation is implementing the Swavalambana scheme and the Progress as at Sept-11 was presented to the house. 1663 loans with credit limit of Rs. 8.02 crores was sanctioned.

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. The district-wise progress was presented to the house. 648 proposals were sanctioned with loan amount of Rs. 2.17 cr upto October 2011.

AGENDA 6.0

SPECIAL FOCUS PROGRAMMES

6.1     CREDIT FLOW TO MINORITY COMMUNITIES 

The Banks have extended loans to 166136 beneficiaries amounting to Rs. 2135 Crore up to Sept 2011. The outstanding level of advances to Minority Communities as at the end of Sept-2011 was Rs. 11055 Crore constituting 9.84% of PSA.

FLOW OF CREDIT TO MINORITY COMMUNITIES IN IDENTIFIED DISTRICTS 

Bank wise details of credit disbursement during 2011-12 & outstanding balance as at Sept-11 were presented to the House.  The flow of credit to minority communities in all the three districts (Bidar, Gulbarga & Dakshina Kannada) have increased and surpassed the stipulated target of 15% of priority sector advances in the respective districts. 

6.2
CREDIT FLOW TO WOMEN

Banks have disbursed Rs. 4509 Crore to 403898 Women Beneficiaries up to Sept 2011. The outstanding level of Advances to Women Beneficiaries was Rs. 22172 Crore as of Sept-11 constituting 8.33% of total of advances vis-à-vis stipulated target of 5%.  The Bank wise details were presented to the House.
6.3 
KISAN CREDIT CARD

The Banks have issued 568697 KCC Cards up to Sept 2011 with credit limit of Rs. 4898 Crore.  Agency-wise number of Cards issued was reviewed by the House. 
AGENDA 7 :                                        SELF HELP GROUPS

The progress under SHG Bank Linkage & Lending through MFIs was reviewed as at Sept-11 both under disbursement and outstanding. During the first half-year, Rs. 601 cr was disbursed to 37255 SHGs, of which share of women SHGs was Rs. 540 cr.
LENDING THROUGH MFIs:

Association of Karnataka Micro-Finance Institutions (AKMI) overseeing the workings of various (23) MFIs.  They have reported that the loan outstanding granted by various MFIs in Karnataka as on Sept 2011 was Rs 2580.50 crore covering 4195601 accounts. The overdue was Rs. 67.86 crore comprising 122590 accounts and % of overdue was 2.63.   Further, they also conducted 2 Financial Literacy & Awareness Programme, besides opening 2 Customer Grievances Cell.
AGENDA 8 :    STREE SHAKTI PROGRAMME

The progress under Stree Shakti Programme as furnished by the Women & Child Development Department, Govt. of Karnataka was also reviewed agency-wise. Totally 122131 groups were given Rs.1232 cr. During the half-year, 1242 groups were credit linked. 

The DFS,MOF,GOI vide letter dated 17.11.11 advised all the Banks to sanction only cash credit limit in place of Term Loans to save time, cost and work load. The groups will extend loans to their members as per RBI/NABARD guidelines.  All the existing SHG term loans to cash credit limit by 31.12.2011.  The guidelines laid down by RBI permits sanction of credit in ratio of 1:4 of their savings.  The DFS,MOF,GOI has also brought out a scheme for financing women SHG with the support of Anchor NGOs as SELF HELF PROMOTING INSTITUTIONS (SHPI). The detailed guidelines were circulated in this meeting.

(Action : Banks)

  AGENDA 9.0 UDYOGINI AND AMRUTHA SCHEME OF KARNATAKA STATE WOMEN’S   DEVELOPMENT CORPORATION [KSWDC] AND KARNATAKA MILK FEDERATION (KMF)

Under Udyogini scheme 1783 loans have been sanctioned involving a loan amount of Rs. 0.64 cr upto October 2011.  The target has been allotted recently by the Corporation.
Under Amrutha scheme of KMF, 1361 loans have been arranged involving credit limit of 2.50 cr as of Sept 2011.
The Principal Secretary, Animal Husbandry, GoK, informed that District wise targets cannot be fixed under Dairy Development Scheme.  It is demand driven.  He requested the Banks particularly SBM and CKGB to instruct the Branches to accept the proposals and implement the same in accordance with extant NABARD guidelines.   The CGM, NABARD said that out of Rs. 5.66 cr subsidy allotted to the State, Rs. 3.69 cr has already been utilized.  A major portion of subsidy has been utilized by IOB, Hassan by financing 700 units.  He requested all the Banks to sanction loans on first come first serve basis to avoid concentration in few pockets.
(Action : Banks) 

AGENDA 10


IMPLEMENTATION OF SPECIAL SCHEMES

A]
Agri-Clinics / Agri-Business
The outstanding under Agri-clinics/Agri-Business as of Sept-11 was for 924 Clinics [Rs. 46.60 cr] & 208 Agri-Business units (Rs 7.76 crore). Banks were 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.  Banks have to take advantage of Capital Subsidy available to the above schemes.

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

During the first half of current fiscal (2011-12), NHB has released subsidy in respect of 171 proposals under the scheme amounting to Rs. 200 lakh, which was approved by the State level committee. 

C]
Implementation of Differential Rate of Interest (DRI) schemes.

Banks have financed 33402 beneficiaries amounting to Rs 5168 Lakhs constituting 0.02% of total advances of scheduled commercial banks.   The productive loans upto Rs. 15,000/- and Housing Loans upto Rs. 20,000/- can be granted under DRI Scheme.  In case of SC/ST beneficiaries, they can avail both productive and Housing Loans under DRI.  All the SCBs were requested to hasten credit flow under DRI scheme as per RBI guidelines, so as to reach 1% of the total credit.
(Action : Scheduled Comm. Banks)

AGENDA 11.0 - 
RECOVERY

11. A 

RECOVERY OF BANK DUES UNDER GOVERNMENT SPONSORED 

               
SCHEMES

The summary of scheme-wise (PMRY, SGSY AND SJSRY) NPA position as at Sept. 11, Bank-wise was presented to the house.  The percentage of NPA ranged from 8% to 38%. 







Nodal agencies [DIC, RDPRD/Zilla Panchayat, ULB (Municipalities)] were requested to extend assistance to banks for recovery of NPAs by conducting joint recovery drive. 

(Action : Nodal Agencies / Banks)

11. B 

NON-PERFORMING ASSETS POSITION –

There were 622370 NPA a/cs involving an amount of Rs. 11201 crore as of Sept 11, accounting for 4.21% of total advances. The Farm sector accounts for 252500 a/cs, with a balance of Rs. 3155 crore constituting 6.41% of advances to agriculture.  

Bank wise details were presented to the House.
AGENDA 12

RECOVERY UNDER KPMR & KACOMP ACTS

As of Sept-11 23579 cases filed by Banks under RR Act were pending before Revenue Authorities involving an amount of Rs. 161 Crore.  The Banks have filed 988 applications during the current quarter involving loan amount of Rs. 3.12 Crore. There are 9225 cases pending for more than 3 years for recovery under RR Acts.  
Bank wise details were presented to the House.
During the meeting of Revenue Officers of Belgaum district held on 26.8.2011, the Tahsildars had requested Dy. Commissioner to advise the Banks through Lead Bank, not to refer the cases under KACOMP & KPMR Act for recovery since Banks have their own systems and procedures for recovering the Bank’s dues. The SLBC has referred the matter to Finance Dept., GOK informing that Banks resort to file cases under said Act as a last resort after exhausting all the available modes of recovery. However, these Acts are enacted by GOK for speedy recovery of dues under agriculture sector & Govt. sponsored schemes. Repealing the Act may hamper the flow of credit to these sectors and also recovery.

SLBC had requested Govt of Karnataka to take suitable action in this regard.

(Action : GoK)

AGENDA 13: FINANCING OF TENANT FARMERS / ORAL LESSEES AND SHARE  

                      CROPPERS

During 118th SLBC meeting this issue was discussed in the backdrop of Andhra Pradesh State Government promulgating an ordinance titled ‘Andhra Pradesh Land Licensed Cultivators Ordinance, 2011’ to facilitate financing tenant farmers, oral lessees and share croppers by banks. The ordinance envisages issue of ‘Loan and Other Benefit Eligibility Cards’ to tenant farmers for accessing credit from the Public Financial Institutions and to claim benefits of input subsidy, crop insurance, compensation for damage to crop and for matters connected therewith and incidental thereto. 

A similar initiative from Govt. of Karnataka within the framework of land laws would help in not only agricultural production but also increase credit flow to JLGs. This also contributes to inclusive growth in the State. 

SLBC had requested GOK to initiate similar initiative in our state.  The Secretary (B&R), GoK informed that promulgation of Ordinance attracts so many legal implications in terms of Land Reforms Act.
AGENDA 14:
COFFEE DEBT RELIEF PACKAGE 2010- Request for reimbursement of 

                        Govt. share of relief for additional claims:

Coffee Board has confirmed that Govt. share of relief of Rs. 241.33 crore under CDRP 2010 has been fully utilized, based on the claim by 93 Banks against assessment based on 33 Banks. Supplementary claims & delayed claims of the Banks will be met out of additional claim yet to be received from GOI.  The Board was requested to pursue the matter to expedite settlement of claims.
(Action : Coffee Board)

AGENDA 15 – Meeting of the Bankers on Representation of Karnataka Sponge

             Iron Manufacturers’ Association held on 24.10.2011

Due to ban on mining by Supreme Court, there is shortage of raw materials. The small units are facing acute problems as compared to big players. Many units are facing liquidity crunch. KSIMA requested providing relief like reduction in interest rate, charges etc. NPA is about Rs. 135 cr. & likely to increase. They have sought help from GOK to pursue with Supreme Court to lift the ban, and from RBI, relief under Special Dispensation Scheme. SLBC has already written to GOK and RBI for doing the needful.
The Chief Secretary, GoK informed that in terms of Supreme Court order an Environmental Study has been taken up and the report would be submitted by 20.12.2011.  The issue will come up before the Supreme Court on 2.1.2012 for hearing.  At present, e-auction mode is adopted for selling the raw material.
AGENDA 16: UNIQUE IDENTIFICATION AUTHORITY OF INDIA (UIDAI):

The Govt. of India has taken initiative for allotting Unique Identification Number known as Aadhar to every citizen.  It has gained momentum in Karnataka.  Technical Service Providers (TSP) for Aadhar enrollment have been identified through RFP process, jointly with GOK. Aadhar enabled Bank A/cs are being opened and crediting of LPG subsidy directly to the accounts is taken up on pilot basis (Canara Bank, SBM & Syndicate Bank), in coordination with Oil Marketing Companies.

KYC REQUIREMENTS AND FACILITATING OPENING/OPERATION OF ACCOUNTS 
BY BANK CUSTOMERS (DFS, MOF, GOI LETTER DATED 22.09.11)
Based on the Regulatory Guidelines issued by the RBI, GOI has issued detailed guidelines on:
1. Opening of accounts by close relatives such as wife, son, daughter, parents etc. 

2. Full operational facilities in joint A/c with spouse staying at separate locations

3. Account Portability / opening of new Bank Accounts

4. Accounts of migratory workers etc.

Copy of the guidelines was circulated in the meeting.  All Banks were requested to disseminate the directions to ground level functionaries. 

(Action : Banks)

AGENDA 17: Workshop on Financing of Pico and Micro hydro in Karnataka conducted on 11.11.2011 at Bangalore.

The purpose of the workshop was to create awareness among the Financial Institutions about it’s potential and seek support from them & also from NGOs, Technology suppliers, Energy Entrepreneurs and Govt. agencies.   Production cost for 1 KW & potential for Pico hydro in Karnataka works out Rs. 1.30 lakh to Rs. 1.80 lakh per KW and available capital subsidy is Rs. 1.10 Lakh (upto 5 KW) from KREDL.  Bankers had requested NABARD to prepare model project report by undertaking survey / field study facilitating Banks to take up finance with refinance support.  The workshop was conducted under the aegis of BVT, SSSIDF and KREDL.

(Action : NABARD / Banks)
AGENDA 18: Drought hit taluks in Karnataka for the year 2011-12.

The Government of Karnataka has declared 90 taluks spread over 23 Districts as drought affected during the year 2011-12.  All the concerned Banks / LDMs were requested to initiate measures as per RBI guidelines.

(Action : Banks / LDMs)

AGENDA 19: Disposal of applications seeking finance from Public Sector Banks

In terms of DFS, MOF, GOI directions, SLBC had requested all the banks to furnish pending projects for disbursement of loans for want of Govt. clearance.  PNB has informed that disbursement of loan is pending for M/s Jamakhandi Sugars Ltd for want of land allotment from KIDC.  Further DFS, MOF, GOI had requested Chief Secretary, GOK to look into the issue of  pending proposals of  1) Indian Green Grid Group Ltd.  2) Bharatiya City Developers Pvt Ltd. &  3) MSP Energy Ltd.  Govt. of Karnataka was requested to expedite clearance.  The Secretary (B&R), GoK has assured to convene a meeting shortly

AGENDA 20: Damages to Pomegranate crop in 13 districts of Karnataka State.

The Dept of Horticulture, GOK in order to assess the damage occurred to Pomegranate crop due to serious diseases had sought information on finance extended to Pomegranate crop in 13 districts pertaining to the years from 2004-05 to 2007-08 from Banks, to assess the loss to the Pomegranate growers. SLBC had already sought the required information from the respective LDMs. The concerned Banks were requested to instruct the branches to furnish the information to LDMs at an early date.

(Action : Banks/LDMs)

AGENDA 21: Development of Software for obtaining data from Banks (PSMIS).

SLBC in consultation with major Banks has developed format for uploading by Banks in accordance with the decision taken during the last meeting.  GOK had offered the support in developing the required software with the help of NIC.  SLBC has requested the Finance Dept., GOK for a convenient date to have a preliminary discussion with the concerned officials of NIC on any pre-scheduled date. 

AGENDA 22: Establishment of R-SETI at Yadgir.

During the 115th SLBC meeting held on 17.1.2011, it was decided that R-SETI at Gulbarga would cover Yadgir district also. But the Dept of RDPR, GOK informed that in the National Workshop for Nodal Officers held at NIRD, Hyderabad on 14th & 15th Feb 2011, the senior officers of SBI had agreed to set up a separate R-SETI for Yadgir district. Accordingly, SLBC has requested SBI to convey their decision regarding establishment of separate R-SETI for Yadgir district.  The SBI representative informed that R-SETI at Yadgir will be set up by Dec. 2012.  He also informed that their Institute at Gulbarga is not getting adequate number of candidates for training.
R-SETI at Bellary – Rental claim by DIC, Bellary.  The Dept of Industries & Commerce, Bellary has put a claim of Rs 61,53,300 as rental arrears from R-SETI Bellary for providing building. But, as per agreement/ guidelines of MORD, State Govt. has to earmark land for construction of building free of cost or alternatively provide Rent Free Accommodation. The sponsor Bank (Syndicate Bank)  has already requested GOK for waiver/ roll back of the claim.

(Action : GoK)

AGENDA 23: CALENDAR OF EVENTS FOR PROGRAMMES OF SLBC FOR 2012

The schedule of quarterly meeting of SLBC for the ensuing calendar year (2012) was presented before the house and was approved.  

AGENDA 24: Non submission of SLBC feedback reports by the Banks.

The 7 Banks, viz., Punjab National Bank, State Bank of Bikaner & Jaipur, City Union Bank, J & K Bank Ltd, Lakshmi Vilas Bank Ltd., Ratnakar Bank Ltd, Axis Bank Ltd have not submitted the reports till finalization of agenda notes despite continuous follow up.  All Banks were again requested to submit SLBC feedback reports in time to enable SLBC to conduct the meeting as per the calendar of events.
(Action : Banks)
AGENDA 25: NABARD AGENDA ITEMS

a) KCC: NABARD is required to furnish the data on KCC to GoI at regular intervals. Hence, all the banks were requested to furnish the data on KCC  like the number of cards issued, operative KCCs, inoperative KCCs etc. also, on both monthly and quarterly basis to NABARD. Further, they were also requested to furnish the number of KCCs issued in smart card form.

b) Publicity Measures for Incentive for prompt repayment of Crop loans: The borrowing farmers need to be sensitized on the incentive available for prompt repayment of crop loans since  interest subvention released to Banks does not commensurate  for prompt repayment.  Publicity measures in both English and Kannada need to be undertaken by all the Banks and Govt.
c) Credit flow to Weavers Sector: Banks were requested to furnish the data on Credit flow to Weavers’ segment to SLBC on regular basis. The economic status of the weavers’ community has not improved despite providing loans with low interest rate and subsidies in adequate quantum.
d) Promotion of JLGs: The NABARD has fixed a target of 20000 JLGs for credit linking during the current fiscal. The RBI has enhanced the credit limit for waiver of margin/security from Rs. 50,000/- to Rs. 1,00,000/- coupled with interest subvention for SF/MF. Financing JLGs will go a long way to release them from the clutches of private money lenders. Banks were requested to encourage promotion and linking of JLGs to institutional credit by making use of NGO/BC.

e) MIS - Data on SHG/ JLG  : Banks were requested to inform about  promotion and credit linkage of SHGs  to NABARD, Karnataka RO on a quarterly basis.  This would enable NABARD to focus in districts with low / moderate spread and thereby ensure holistic spread of SHG Movement.   Banks were also requested to provide data of JLGs as part of MIS by appropriately distinguishing SHGs and JLGs separately.

(Action : Banks)

The meeting concluded with Vote of Thanks by Sri Ravi Chatterjee, Executive Director, Syndicate Bank-Convenor Bank.[image: image1.png]
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