STATE LEVEL BANKERS’ COMMITTEE - KARNATAKA

Convenor – SYNDICATE BANK, CORPORATE OFFICE, BANGALORE
MINUTES OF THE 122nd SLBC MEETING HELD ON 05.09.2012
The 122nd SLBC Meeting was held on 5th September 2012 at the Conference Hall, III Floor, Vidhana Soudha, Bangalore.  Sri M.G. Sanghvi, Chairman-SLBC & CMD, Syndicate Bank chaired the Meeting.  Before the commencement of regular meeting, Sri K.P. Muralidharan, Convenor-SLBC placed on record the valuable support & guidance rendered by                    Sri L.K. Meena, Director, DFS : MoF : GoI and Sri A.K. Bhattacharya, GM, RBI:RPCD who have been transferred now.  
The Chairman-SLBC extended hearty welcome to Sri S.V. Ranganath, Chief Secretary, Govt. of Karnataka.  He warmly welcomed Smt Uma Shankar, Regional Director, RBI,                                  Sri S.N.A. Jinnah, CGM, NABARD & Sri Ateesh Singh, Director, DFS, MOF, GoI.  In his address, he made a special mention about Sri Ateesh Singh who had attended                         SLBC-Karnataka Meeting for the first time and said his rich experience would greatly benefit SLBC-Karnataka.

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.

He informed that SLBC-Karnataka, a progressive and responsive forum, is having excellent coordination, mutual cooperation and unison among the Government, the Banks, RBI, NABARD and other stakeholders in the State.  He was happy to mention that the participation of representative from DFS, MoF, GoI would definitely help in fast-tracking the issues requiring intervention of GoI.  

Before highlighting the performance under key thrust areas during the first quarter of current fiscal (2012-13) and other matters, he touched upon the most concern area of severe drought prevailing in the State.

He said that the Govt of Karnataka has declared 142 taluks as drought-hit during the current fiscal 2012-13 vide Notification dated 26.7.2012.  Out of 142 taluks, 123 taluks were declared drought affected during the previous fiscal, which will continue for the present year also. The remaining 19 taluks have been declared drought affected afresh during the current year. He informed that the list of drought affected taluks (district-wise) spread over 26 districts has already been communicated to all the Banks and LDMs. The Banks have also been advised to initiate necessary relief measures in tune with RBI guidelines on Natural Calamities issued vide Master Circular dated 2.7.2012.   Further, the concerned 26 LDMs have been advised by SLBC to convene a special DCC meeting on top priority to deliberate upon the relief measures to be taken up on war-footing basis in drought-hit areas. Thereafter, they have been advised to review the progress on a weekly basis in implementation of the measures required for ameliorating drought-hit areas, viz., conversion of Short Term Loans to Term Loans, rephasement of existing Term Loans by postponing the installment due during the current year and provision of fresh finance wherever required since the State is facing unprecedented and severe drought in the last four decades.  He informed that the issue was also deliberated in the Sub-committee Meetings of SLBC on Credit Flow to Agriculture & Annual Credit Plan held on 3.8.2012 and 4.9.2012, respectively.  Most of the LDMs of drought affected Districts have already convened Special DCC Meetings to deliberate upon drought relief measures.  He appealed to all the Banks to oversee and monitor the progress in implementation of relief measures at ground level periodically.

Thereafter, he placed before the august house the performance under key thrust areas during the first quarter.

Bhoomi-Bank Integration:

He informed the house that the GoK has computerized agricultural land records fully under the coveted Bhoomi Project, worthy of emulation by other States in the country.  It avoids manual entries & tampering of land records, besides enabling farmers to obtain hassle-free agriculture credit.  He recalled the various meetings conducted and letters addressed by SLBC regarding Bhoomi-Bank Integration wherein all have agreed to make it mandatory w.e.f. 1st June 2012 in the entire State. The Govt. of India has been keenly observing the implementation & success of the project since it is unique & prototype in the entire country.  Further, he said that -
( SLBC in association with Bhoomi Monitoring Cell, GoK has trained over 100 Master Trainers of Banks.

( All major Banks have submitted Certificates confirming 100% online transaction without paving any scope for manual entries.  He requested those Banks which have not submitted the Certificate to submit the same to SLBC before 10th September 2012.

( SLBC had sought clarification on upgrading User Management & reports generating system in the software from Bhoomi monitoring cell on certain issues raised by the Bankers.

( The updated Key-points for usage received from Bhoomi Monitoring Cell have already been communicated to all the Banks for effective coordination and integration of Bhoomi-Bank activities by SLBC.

He informed the gathering that as on 1st Sep. 2012, totally 11,755 transactions have been carried out online under Bhoomi-Bank Integration.  Canara Bank & Syndicate Bank put together have carried out 10264 transactions accounting for 87% total transactions.  He said that the progress could have been much better had the onset of South West Monsoon happened on time.   He requested the remaining Banks to expedite the implementation of Bhoomi-Bank Integration in toto, improve their contribution and inform the progress to SLBC periodically so as to consolidate and submit the progress report to Govt. of India.

FINANCIAL INCLUSION & INCLUSIVE GROWTH

He informed that during the last SLBC meeting, “Comprehensive Financial Inclusion” has been adopted as the theme for the current fiscal (2012-13).  He said that the first phase of financial inclusion was successfully completed in February 2012 by providing banking outlets to all the identified 3395 unbanked villages of over 2000 population, thereby accounting for 100% coverage.  

He requested the Banks to provide in-built Overdraft limit to all the No Frill Account holders invariably in addition to pure savings product in the form of RD, credit like GCC/KCC and remittance facility through these banking outlets to the targeted people.

He said that under population group of 1600 to 2000 as per 2001 census, 1562 villages in the State under Swabhimaan Financial Inclusion Plan have been identified and allocated to the banks based on Gram Panchayat model for providing banking outlets.  It was deemed that the villages in the population group of 1600 to 2000 as per 2001 census would have already crossed 2000 population as per 2011 census.  As of July 2012, 151 BCs have been appointed in these identified villages. SLBC has been collecting progress report on monthly basis for close monitoring and onward transmission to Govt. of India. He said that the progress would certainly improve with the common RFP for selection of Technology Service Provider is finalized and put into operation.

He informed that the Govt. of India has been emphasizing the need for transferring all State benefits including MGNREGA wages and various cash subsidies to beneficiaries by direct credit to their bank accounts.  In order to replace the present system of cash based disbursement with direct credit to bank accounts of beneficiaries and its disbursement at their door step through ICT based BC model, the availability of Business Correspondent is necessary in all villages.

He said that in tune with RBI guidelines on roadmap for providing banking services in villages with population below 2000, all the LDMs have been advised to constitute a Sub-Committee of the District Consultative Committee to draw up a roadmap for provision of banking services in every village having a population below 2000 as per 2001 census for providing banking services, in a time bound manner, especially to start with EBT services. The Sub-Committee will identify such unbanked villages and allot those villages among Scheduled Commercial Banks (including RRBs) operating in the district.  He said that while preparing the roadmap for providing banking services in all unbanked villages of population less than 2000 through a combination of BC and branches, it should be ensured that there is a Brick & Mortar branch to provide support to a cluster of BCs.  While allotting the unbanked villages, the Sub Committee of DCC should ensure optimal utilization of BC infrastructure already created by Banks.

Urban Financial Inclusion :

He informed that the GoI has been emphasizing the need for transferring of benefits including MGNREGA wages and various subsidies to beneficiaries by direct credit to their Bank accounts.  These beneficiaries are not only inhabitants of rural villages but also comprise of urban poor and slum dwellers residing in the Urban / Metro centres. 

He said that in order to provide banking services to entire population residing in Urban and Metro Centres so as to financially include the urban poor, slum dwellers and the inhabitants of urban / metro villages and facilitate electronic benefit transfer in respect of benefits / subsidies under various Govt. schemes directly into the account of the beneficiaries residing at these centres, it has been decided by GoI that a campaign to ensure ‘one bank account per family’ should also be launched in such urban areas for the purpose of Urban Financial Inclusion.  All Urban areas have a Municipality or a Municipal Corporation consisting of Wards in lieu of service area villages.   All the LDMs have already been advised to allot the wards in urban areas, among the Banks.

He informed that RBI vide their Circulars dated 10th August 2012 and 22nd August 2012 have communicated to Commercial Banks and RRBs, the revised guidelines on “Basic Savings Bank Deposit Account” in supersession of guidelines issued vide Circulars during November 2005 and December 2005, respectively, on opening of ‘Basic Banking No Frill Accounts’. He briefed the following features of the Basic Savings Bank Deposit Account -   
· The ‘Basic Savings Bank Deposit Account’ should be considered a normal banking service available to all.

· This account shall not have the requirement of any minimum balance.

· The services available in the account will include deposit and withdrawal of cash at bank Branch as well as ATMs; receipt/credit of money through electronic payment channels or by means of deposit/collection of cheques drawn by Central / State Govt. agencies and departments;

· While there will be no limit on the number of deposits that can be made in  a month, account holders will be allowed a maximum of four withdrawals in a month, including ATM withdrawals; and

· Facility of ATM card or ATM-cum-Debit Card.

Common Request For Proposal (RFP) for selection of BC services

He said that the GoI has nominated Syndicate Bank as Leader Bank and directed to float a common RFP on behalf of Public Sector Banks, SBI, Associated Banks of State Bank and the RRBs to identify the Business Correspondents services for Karnataka & Goa States. The process of RFP has been completed with the selection of L1 vendor through the reverse auction. FINO has emerged as L1 vendor and the Banks are in the process of executing Service Level Agreement (SLA) with the L1 vendor for providing BC services. Already 13 Banks have executed SLAs on 30th August, 2012 and other Banks were requested to complete the execution of SLAs without delay.  The project will be implemented on a Pilot basis in one District first.
He said that during the Frontline Managers’ Conference organized by RBI at Pune on           9th March 2012, the Hon’ble Governor, RBI interacted with 76 representatives from various States including Karnataka comprising various groups of stakeholders where the following key issues emerged in the interactive session:
· It clearly brought out the acceptance of BC model by the villagers, however, the implementation leaves considerable scope for improvement.

· Financial inclusion needs to be perceived as a business opportunity and devise the right kind of business & delivery models for offering at least basic financial products.

· The staff constraints in rural branches are adversely affecting the customer service.  Banks must ensure posting of adequate staff with the right attitude in rural branches.

· The BCs/CSPs being the lynchpin of the success of BC-ICT based model of delivery, Banks should pay due attention to their appointment, training, handholding of BCs/CSPs and also to ensure reasonable & timely payment to them.

· Banks also need to look into the aspects of resolving technological challenges like minimizing turnaround time in the activation of cards, availability of power supply & digital connectivity to run the POS machines, timely repair/replacement of defective POS machines, ensuring uninterrupted working of machines etc.

· A strong Grievance Redressal mechanism for BC customers is a must for the success of BC model.

He informed that the GoK intends to take up Social Security Pensions, MGNREGA Disbursement, Housing Schemes, Distribution of Scholarship & LPG Subsidy in Tumkur & Mysore District for Aadhar enabled service delivery, since 95% of Aadhar enrolment has already been completed in those Districts.  SLBC has advised LDMs of Tumkur & Mysore Districts to inform the current status of Banks’ preparedness in their Districts and time frame to take up the Aadhar enabled opening of accounts and disbursements of benefits through Aadhar enabled payment system.  UIDAI has informed during the meeting of stakeholders held on 21.8.2012 that crediting of subsidy to the beneficiaries’ accounts online in respect of 30 LPG distributors in Mysore city will commence from second week of September on pilot basis & thereafter to entire district by January 2013.  Cauvery Kalpatharu Grameena Bank has also been identified by Govt. of India and NABARD for implementation of Aadhar Enabled Payment System in their operational area. The State Bank of Mysore was requested to facilitate CKGB in on-boarding to AEPS by creating necessary technological infrastructure.

OPENING OF BANK BRANCHES UNDER FINANCIAL INCLUSION

He said that the districts of Bidar, Chamarajanagar, Gulbarga, Bangalore Rural, Koppal and Raichur have been identified by RBI as underbanked.  38 villages have been identified with population of 5000 & above, out of which branches are opened in 19 villages including 10 USBs as of 29th August 2012 and in habitations of 10000 & above, one village (Kurekoppa, Bellary district) is identified & allotted to SBM for opening of branch before Sept 2012. 

He informed that under Electronic Wages & Benefit Transfer (EWBT) Scheme, ‘One District-Many Banks’ model is in vogue in Bellary, Chitradurga, Gulbarga & Yadgir Districts and ‘One District-One Bank’ model in Chamarajanagar, Mandya & Dharwad Districts on pilot basis. The Govt. of India has directed to implement One District-Many Banks-One Leader Bank model in all the Districts including the Districts where One District-One Bank Model exists.  He requested the GoK to inform the formalities of signing MOU with respective Leader Banks for implementation of EBT in the remaining 23 districts also on priority basis.

He said 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 40 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.  

He informed that RBI vide their Circular dated 6.6.2012 has communicated the guidelines on opening of Financial Literacy Centres.  FLCC has been rechristened as Financial Literacy Centre.  SLBC has informed all Banks who sponsored FLCCs and other Banks to abide by the guidelines of RBI and submit a quarterly report as per prescribed format. They have also communicated the following clarifications for establishing Financial Literacy Centres:

· It would be the Banks’ discretion to set up FLCs either through Trusts or Banks or both.

· The objective of setting up of FLCs in all LDMs’ Offices is to provide at least one FLC in each District.  As such there is no restriction on opening more than one FLC at District Headquarters.

· In a District, Banks could set up more FLCs at various locations – District HQ, Block and Village level.  

· A separate FLC at LDMs office may not be required, if the one existing in the District HQ is meeting the needs of the people.  However, it may be ensured that all indoor and outdoor activities as mentioned in the above Circular are undertaken by the existing FLC.

· All rural Branches are required to undertake literacy and awareness activities independently as envisaged in the above circular.

Further, he requested all the Banks to ensure opening of FLCs in the remaining taluks at an early date.

ANNUAL CREDIT PLAN 2012-13

He informed that the target under Primary Sector (Agriculture) has been revised from Rs. 30648 crore to 36512 crore in tune with guidelines received from GoI through NABARD.  Banks have disbursed Rs. 12554 crore during the first quarter ended June 2012 under Annual Credit Plan against revised annual target of Rs. 54503 crore recording an achievement level of 23% under Total Priority Sector.  While the achievement of 23% during the 1st quarter is satisfactory, He requested all the Banks to step up the disbursements under agriculture loans to surpass the annual target well in time.  Achievement under Secondary sector was 40% and that of Tertiary sector was 16%.  Banks have disbursed Rs. 6567 crore under crop loans against the annual target of Rs.  22223 crore registering an achievement of 30% of annual target despite prevailing severe drought condition in 142 Taluks.  

He was glad to note that the GoK has enhanced the maximum limit of Crop Loans from the existing Rs. 50,000 to Rs. 1,00,000, granted to the farmers on or after 1st April, 2012 by Public Sector Commercial Banks & RRBs so that the farmers get crop loans upto Rs. 1 lakh effectively at 3% interest. The Interest subsidy claim in respect of 4,90,966 farmers to the tune of Rs. 28.50 crore have been settled by Dept. of Agriculture so far.  He appealed to the Bankers to submit all the eligible claims under the scheme immediately and facilitate the farmers prompt in repayment to enjoy the benefit of Special Interest Subvention of GoK.
HOUSING SCHEMES:

He informed that the Banks have been extending Housing finance to increase the availability of dwelling units to the needy people and have disbursed Rs. 1475 crore covering 26193 accounts during the first quarter of 2012-13.  The outstanding level of advances under Housing stood at Rs. 25667 crore spread over 4,29,777 accounts.  

EDUCATION LOANS:

He said that in accordance with modified IBA guidelines to provide financial assistance for deserving and meritorious students to pursue higher studies, Banks have disbursed Rs. 101 crore to 6,133 students upto the end of June 2012.   As at June 2012, the outstanding level of education loans was Rs. 3,944 crore covering 1,98,527 accounts. 

He informed that the GoI has advised SLBC to allocate the targets so as to improve the level of outstanding loans of Public Sector Banks under Education from Rs. 3479.70 crore (1,76,241 accounts) as on 31.3.2012 to Rs. 4,523.61 cr (2,11,489 accounts) by 31.3.2013.  The targets have already communicated to individual Banks.  The outstanding number of accounts is to be increased by 35668 accounts and amount by Rs. 1043.91 cr., i.e., the outstanding amount level has to be increased at least by 30% and the number of outstanding accounts by 20%. The Hon’ble Union Finance Minister, in the recently held meeting with CEOs of Public Sector Banks has emphasized the need to make available Education Loans to all the eligible students without any time delay. Accordingly, all the Banks have been requested by SLBC to advise their Branches to consider all the genuine Education Loan proposals sympathetically and on priority and to ensure stipulated growth in outstanding (account-wise and amount-wise) since human capital development is very much essential for sustainable economic growth of the country.  He also said that the guidelines for covering Education Loans under CGTMSE will be finalized by GoI very soon.
MICRO, SMALL & MEDIUM ENTERPRISES SECTOR:

He said that the outstanding level of advances under MSME was Rs. 52,387 crore as at June 2012 registering an increase of Rs. 5044 crore over corresponding June 2011 position, thereby, showing an Y-o-Y growth of 10.65%.  Under MSE, Rs. 1869 crore has been disbursed upto June 2012 as against the annual targeted level of Rs. 4628 crore. 

He informed that under CGTMSE scheme, Banks have cumulatively sanctioned credit to 69122 units aggregating to Rs. 3417 crore.  He requested all the Banks to play a proactive role in extending eligible financial support to the eligible units by making full use of CGTMSE scheme.
Self Help Groups, Joint Liability Groups and Micro Credit :

He said that Government, through NABARD and Banking Institutions has been emphasizing & encouraging formation of Self Help Groups / Joint Liability Groups 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 best be addressed by linking this programme with promotion of JLGs/SHGs.  The Banks have disbursed loan of Rs. 298 crore to SHG groups during the first quarter of 2012-13, of which the share of women SHG is Rs. 274 crore.   He requested the Lead Banks to pay special attention in Chitradurga & Gulbarga Districts which are identified by GoI for empowerment of Women SHGs through intensive lending.  He said that the availability of other products like micro-insurance, micro-remittance, micro-pension etc., can prove very useful for accomplishing the objective of financial inclusion.  

Credit to Weaker Sections:

He informed that the level of advances under Weaker Sections was Rs. 37148 crore as of June 2012 against the level of Rs. 28347 crore during the corresponding previous year.  Banks have shown Y-O-Y growth of 31.05 % in the level of outstanding advances under weaker sections as at June 2012 over the previous year. The percentage of advances to weaker sections to total advances stood at 12.43% as against the stipulated target of 10.00%. 

Credit to Minority Communities:

He said that the level of advances under Minority Communities was Rs. 13505 crore as of June 2012 compared to the level of Rs. 11007 crore during the corresponding previous period, recording an absolute increase of Rs. 2498 crore.   Banks have recorded Y-o-Y growth of 22.69% in the level of outstanding advances under minority communities as at June 2012.  Banks have been able to achieve a level of only 11.19% of Priority Sector Advances under this sector against minimum stipulated level of 15% of Priority Sector Credit.  Hence, he said that there is an urgent need to boost advances to minority communities.  Credit flow to minority communities, during the year upto June 2012 accounted for Rs. 1080 crore covering 1,09,626 beneficiaries.  The performance in identified districts viz., Bidar (17%), Dakshina Kannada (36%) & Gulbarga (17%) was satisfactory as the level of advances is more than the stipulated 15% of PSA.
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 appealed to all the Banks to implement the various Central Govt. schemes like Swarnajayanthi Gram Swarozgar Yojana, Swarnajayanthi Shahari Rozgar Yojana and other Govt. sponsored schemes during the current year also.  The GoI has approved restructuring of SGSYS as National Rural Livelihood Mission (NRLM) and accordingly Karnataka has remodeled the scheme under the banner ‘Sanjeevini’.
Thereafter, he presented in brief, the data based performance of banking sector in Karnataka as on 30th June 2012 as under –
· The aggregate deposit of banks stood at Rs. 4,03,153 crore as at the end of June 2012, as compared to Rs. 3,54,999 crore as on June 2011 registering an increase of  Rs. 48,154 crore recording a growth of 13.56%.

· The total outstanding credit of Banks stood at  Rs. 2,98,958 crore as at June 2012 as compared to Rs. 2,58,105 crore as at June 2011 recording an increase of Rs. 40,853 crore showing a growth rate of 15.83%.

· CD ratio as at June 2012 was 74.15% as against 72.71% in the previous year, recording an increase of 1.44%.  All the Banks were requested to take necessary steps to improve CD Ratio to optimally harness the potential available in the State.

· The outstanding level of priority sector credit as on 30.06.2012 was Rs. 1,20,654 crore against Rs. 1,09,550 crore last year showing a growth of 10.14%.  The percentage of priority sector advances of Banks works out to 40.36%, thereby surpassing benchmark level of 40% stipulated by RBI.  

· Agricultural advances stood at Rs. 56,706 crore as on 30.06.2012 against Rs. 47,054 crore last year thereby recording a growth rate of 20.51%. 

· The percentage share of agriculture advances to total credit stood at 18.97%, which is above the bench mark of 18%.  He requested the Banks to accelerate credit flow to farm sector, particularly investment credit to improve and sustain the growth rate since the scope for lending to crop production is limited on account of the State reeling under acute drought.

· Advances to MSME sector stood at Rs. 52387 crore as on 30.06.2012 as against Rs. 47343 crore in the last year, recording y-o-y growth rate of 10.65%.

· As far as implementation of Annual credit plan is concerned, Banks have disbursed Rs. 12,554 crore during the first quarter of 2012-13 against the revised annual target of Rs. 54,503 crore recording an achievement of 23% under total priority sector.  

· The total advances to women segment have increased from Rs. 21,339 crore as on June 2011 to Rs. 23,951 crore as on June 2012 constituting 8% of total credit, which was above the stipulated level of 5%. The growth recorded was 12.07%.

· The outstanding credit to weaker sections stood at Rs. 37,148 crore constituting 12.43% of the total credit which was 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.  He said that the credit needs to be efficiently recycled and hence timely recovery is of utmost importance. He reiterated that though credit is an important input in any developmental activity by itself it might not be adequate unless backed by necessary infrastructure (backward and forward linkage) to make the activity sustainable and viable in the long run.

He was happy to note that all the Sub-committee meetings except one were convened during the quarter.  Besides, he informed that SLBC had also organized first State Level Steering Committee Meeting on R-SETIs, which would be convened regularly on quarterly basis henceforth.  He requested the Convenors of all the Sub-Committees to conduct the meetings on quarterly basis and submit the recommendations of the Committees to SLBC for further deliberations and needful action.

He once again expressed his sincere gratitude to the Chief Secretary, Principal Secretaries and other Govt. Officials, RD : RBI, CGM : NABARD, Director : DFS : MOF: GoI  and Bankers and all other participants for attending the meeting. 

The Chief Secretary, Sri S.V. Ranganath, in his address thanked the Chairman for covering all the key points in detail. He touched upon the following key critical areas of concern where Banks and line Departments of State Administration need to work jointly, to achieve the set goals:
1. Credit Deposit Ratio (CDR) stood at 74.15% as at June 2012, which is significantly lower than 80.01%, achieved 2 years back. Though it is above national average, the State is lagging behind considerably as compared to neighboring States like TN, AP, Kerala, Maharashtra, etc. There is a need to compete with these States since there is lot of potential available in our State. As the decline in CDR cannot be solely attributed for slow down/recession in the overall economy, necessary steps are to be initiated to improve the CD Ratio. We need to do some out of box thinking to address this concern. All major banks with CD Ratio lower than the State average should specifically focus on this aspect. Reiterating  the Commitment of the State Government in facilitating  flow of adequate credit to State’s economy, he requested the Convenor, SLBC to list out the measures recommended by the  Sub Committee on CD Ratio chaired by Executive Director Syndicate bank which had met recently and had identified certain specific action  points to ensure improvement of CD ratio for Karnataka.

2. Priority Sector Credit (PSC)- The Chief Secretary was happy to note that the target under PSC has been revised from Rs. 48,612 cr to 54503cr. for the current fiscal (2012-13). However, he observed that it is less than previous year’s achievement of Rs. 55231 cr indicating negative growth in the priority sector advances. He suggested SLBC to explore the possibility of further upward revision of PSC target for the current year because it has multiplier effect on growth of the economy and employment generation. Therefore, a more ambitious approach should be adopted. He pointed out that Weaker Section Advances has grown by 31%, whereas the growth recorded under SC/ST credit was just 4.15%. Hence, the Sub Committee on advances to Weaker Section should examine this aspect and suggest action points.

3. Sub-Committee Meetings- The Chief Secretary has stressed on the fact that the effectiveness of SLBC can be enhanced only through Sub-Committees. The Sub-Committee meetings are to be held regularly with focused attention. During the last quarter, out of 11 Sub-Committees, one Sub-Committee could not convene the meeting. For effective functioning of SLBC forum it is essential that the all the Sub-Committees meet regularly, deliberate the issues in detail and come out with actionable recommendations. Both Chairpersons and Convenor of the Sub-Committees should take note of the expectation. He advised Sri Ramanathan, Advisor to Government of Karnataka to follow-up and coordinate with the Banks for successfully conducting meetings of Sub Committees chaired by the Principal Secretaries. Similarly, he requested the Chairman-SLBC to monitor the meetings of the Sub Committees presided by the Bankers.

4. Financial Inclusion- He said that several circulars/guidelines are issued by Government of India and Reserve Bank of India on Financial Inclusion and Banks are quite enthusiastic about implementing Financial Inclusion.  However, the enthusiasm for Financial Inclusion seems to have been lulled by mere placement of business correspondents in villages with population above 2000. The Placement of BC is an essential condition, but it is far from sufficient for the goal of Financial Inclusion. He stressed on the need to monitor how many accounts have been enabled for the BCs, how much is the volume of financial flows through them, how much credit flow or benefit transfer is taking place through the BC network.

If the relevant parameters are not even measured/ monitored, then we are certainly not managing this important initiative for facilitating inclusive growth.

He desired that SLBC should immediately start collecting relevant statistics and bring out a report card from the next meeting.

Aadhar based Electronic Benefit Transfer and Financial Inclusion
Referring to the  detailed discussions the Chief Secretary had held  with Chairman, SLBC and Managing Director, State Bank of Mysore on 3-9-2012 to assess preparedness of the banks and government departments in rolling out Aadhar based Electronic Benefit Transfer (EBT) and the follow up meeting on  4-9-2012 with SLBC Convenor, and representatives of UIDAI, banks and government departments, he expressed the concern about the large communication gap in the SLBC Secretariat regarding scope, modalities and roles for implementation of Aadhar based EBT. This communication gap seems a bit puzzling as there are very detailed guidelines prescribed by RBI and Ministry of Finance through a series of their letters and circulars. However, clarifications have been provided to SLBC Convenor during the meeting on 4-9-2012 in respect of following aspects by drawing attention to the relevant RBI instructions.
a.   Modalities for opening bank accounts based on UIDAI data, and

b. Mechanism for authentication of account holder at the time of each financial transaction.

He requested that SLBC may resolve and advise the concerned officials as regards the following action points:
a) Provide Bank Branch and Village Pin Code matrix to UIDAI based on current service area allocations to enable the Authority to provide data of the persons who have expressed willingness to open bank accounts. This matrix may be made available first of Mysore and Tumkur districts within 20-9-2012 followed by information for other districts.

b) Enter into agreement for Authentication User Agency (AUA) Agreement with UIDAI. Several major banks like Canara Bank, Vijaya Bank, Punjab National Bank, ICICI Bank, Axis Bank have already approached the Authority for the agreement. It appears Syndicate Bank holds certain reservations and is holding back from this enabling requirement. Even SBM does not seem to have approached the Authority. Without this agreement, Aadhar based EBT and Financial Inclusion will be a non-starter. 

It is reiterated that Government has been awaiting a draft MOU from SLBC to first roll out Aadhar based EBT in Mysore and Tumkur districts within December 2012 followed by the roll out throughout the State.

Further, it is requested to propose the service charges required for the EBT considering the cost discovery in its common service tender and other costs of the banks.
5. Accounts for Student Scholarships:

Responding to certain concerns communicated by the SLBC Convenor with reference to a recent letter from the Government regarding opening of accounts for the student scholarships, Chief Secretary intimated that the matter has been discussed with the concerned officials. He assured that a revised letter will be issued within this week. The banks including RRBs may be advised to open the accounts by 15th October 2012.
Smt. Uma Shankar, Regional Director RBI, in her address, thanked the Chief Secretary for sharing the thoughts of RBI and preparing the ground for discussion on issues related to BCs and Financial Inclusion.  She said that BCs are allowed to be appointed by Banks in the initial stages owing to non-availability of brick and mortar branches in all villages of the country.  While stating that appointment of BCs as an intermediary measure, she stressed the intention of the Hon’ble Governor, RBI during his inter-active meeting with CMDs / CEOs of Karnataka based Banks, wherein he advised that a minimum of 15% banking outlets planned to be provided in unbanked villages should be in the form of Brick & Mortar Branches.  As regards coverage under the second phase of FI Plan in villages of less than 2000 population, she opined that the pace has slowed down and the tempo has come down, when compared to the provision of banking services in the villages having more than 2000 population.                   She also opined that the position in Karnataka is slightly better when compared to other States in allotment of villages to the banks.  She noted that in some of the districts, the transactions through BCs are almost nil and emphasized the need to increase the volume of transactions to make BC model viable and sustainable.  She indicated that other financial products are also to be delivered through BCs, so that it will improve the number of transactions and credibility of BCs.  

As regards setting up of Clearing Houses, which is included in the agenda for discussion, she advised the banks to examine the issue of setting up more clearing houses in the light of the extant instructions on Cheque Truncation System (CTS).   She also informed the Banks to issue multi-city cheques (CTS 2010 standard cheques) to all the eligible customers payable at par to bring further efficiency.

The RD advised the Banks to take up immediate relief measures in drought-hit districts & also requested the State Administration to create conducive & enabling environment for recovery of dues by Banks in Non-farm segments. Later, she touched upon some of the important regulatory developments that have taken place since the last SLBC meeting as under:

· Foreclosure charges/pre-payment penalties on home loans on floating interest rate basis have been dispensed with, with immediate effect. The removal of foreclosure charges/prepayment penalty on home loans will lead to reduction in the discrimination between existing and new borrowers and competition among banks will result in finer pricing of the floating rate home loans.      

· Based on the study on the functioning of the FLCC, the existing FLCC scheme has been modified.  While the existing FLCCs would continue to function with a renewed focus on financial literacy, Lead banks were advised to set up Financial Literacy Centres (FLCs) in each of the Lead District Manager (LDM) Offices in a time bound manner.  This would lead to opening of 630 plus FLCs in all the Districts throughout the country. Besides, Banks may consider setting up need based FLCs in other locations as well. Further, financial literacy activities will also be undertaken by all the rural branches of Scheduled Commercial Banks including RRBs.  
· RBI had set up a Committee to re-visit the existing classification and suggest revised guidelines on Priority Sector lending classification and related issues under the Chairmanship of Sri M V Nair. The recommendations submitted by the Committee have been examined and the existing guidelines have been revised with immediate effect.  Accordingly, the overall target under priority sector is retained at 40 per cent. The targets for both direct and indirect agricultural lending are kept unchanged at 13.5 per cent and 4.5 per cent of Adjusted Net Bank Credit (ANBC), respectively. However, the foreign banks having more than 20 branches in India have been treated at par with domestic banks for the purpose of priority sector lending.

· The RD informed that from the Fourth Census of MSMEs, it is observed that the extent of financial exclusion of MSMEs is as high as 92 %. As such, it is imperative for banks to bring the excluded units within the fold of the formal banking sector. Studies conducted in this regard have revealed that reasons for such exclusion are - lack of financial literacy, operational skills, absence of scale and size, etc. To address these handicaps, bank branches are required to play a more proactive role with regard to MSE clients by providing them with financial literacy and consultancy support.  As such, banks are advised to 

(i) either separately set up special cells at their branches or vertically integrate this

            function in the FLCs set up by them, as per their comparative advantage;

(ii) provide training to their staff through customized training programmes to meet 

            specific needs of the sector; and

(iii)  forward an Action Taken Report on the above to our CO by August 24, 2012.

Sri S.N.A. Jinnah, CGM, NABARD in his address, complimented Bankers for maintaining the share of Priority Sector Credit & Agriculture Credit above 40% & 18% respectively, thereby surpassing the benchmarks for Priority Sector Advances set by the RBI.  He, however, expressed concern that the CD ratio had been hovering around 72-74% only and did not compare favourably with neighbouring States like Tamilnadu (104.71% as on 31 March 2012) and  Andhra Pradesh (115% as on 31 March 2012). He requested the bankers to initiate necessary steps for improving CD Ratio in the State. A perspective plan for 5 years to improve CD Ratio by appropriate credit flow to sectors with competitive advantage such as dry land horticulture and to backward regions such as Hyderabad-Karnataka districts may be prepared which could be dovetailed with Sector Plan of GoK prepared through Deloitte.

While referring to drought situation in the State and 142 taluks being declared as drought affected, he requested the banks to ensure issuance of fresh loans to needy farmers after effecting Conversion / Rescheduling of loans as per RBI guidelines. He emphasized on the need to adopt drought impact mitigation measures like (1) adopting critical interventions for perennial horticultural crops like mulching, soil conservation works, constructions of farm ponds / rain water harvesting structures, (2) Extending MT fodder loans, (3) Focusing on command areas of watershed projects, etc.

Continuing his address, he briefed the house about the revised KCC scheme and expressed satisfaction that Banks in Karnataka had communicated the scheme details to the branches. He requested SLBC to have a detailed review of Revised KCC implementation and submit a Review Note to NABARD covering the following issues for onward submission to DFS, MoF, GoI.
a. Publicity measures  through display of posters, literature, leaflets adopted for must know features

b. Coverage of all eligible farmers 

c. Issue of ATM-cum-Debit Card or smart card 

d. Coverage of all eligible farmers in 1-2 villages by the banks in their area of operation latest by September 2012 and submit a report.

He also informed that the Cooperative Banks and RRBs are expected to submit the KCC-MIS in revised format circulated by NABARD from April 2012.

While discussing Revival, Restructuring and Reform Package for the Handloom Sector being implemented in the State, he informed the house that the last date for receipt of the claims was 30 September 2012. He requested all to submit the claim in respect of waiver of individual, SHG/JLG and Master Weavers as per the prescribed format through the Controlling/Regional Offices of the respective banks to NABARD, Karnataka RO. He also requested the Chief Secretary, GoK for early release of GoK share.  

Weavers’ Credit Card : The CGM, NABARD informed the house that Dept of Handlooms & Textiles has already given Bank and Branch-wise number of applications sponsored under WCC in respect of all districts.  He requested SLBC to impress upon all the banks to issue WCC to the weavers and report the progress to NABARD.  He informed that SLBC is also required to submit monthly data to NABARD, RO, Bangalore.
He further requested SBI and SBM to enable faster on-boarding of Cauvery Kalpatharu Grameena Bank on Aadhaar Enabled Payment System platform.

While highlighting goals for SHG / JLG promotion and credit linkage for 2012-13, he emphasized on better coverage of districts with less SHG density like Haveri, Bijapur, Belgaum, Bagalkot & Koppal and on increasing the average loan size per SHG to Rs. 2.50 lakh. He also requested that SLBC to advise all Banks (a) to submit District-wise data on SHG formation and credit linkage to NABARD.  MIS may include data of Active and Inactive SHG Accounts (b) Data of JLGs should also form part of MIS by appropriately distinguishing SHGs and JLGs separately.  He said that Chitradurga & Gulbarga have been selected for intensive development of Women SHGs and requested SBI to sign MOU as lead bank in Gulbarga Dist.
He also informed the house that Nabcons, subsidiary of NABARD, has been registered as Accreditation agency with Ware housing Development and Regulatory Authority (WDRA) for warehouses, cold storages owned by PACS.  Further NABCONs has also been designated as Lead Agency in the State.  The ware houses have to get themselves registered with WDRA for issuing Negotiable Warehouse Receipts as per the provisions of Warehousing Development and Regulation Act, 2007. Such NWRs will help the farmers to seek loans from banks to avoid distress sale of agricultural produce. 

Sri Ateesh Singh, Director, DFS, MoF, GoI in his address congratulated the House for adopting Comprehensive Financial Inclusion as SLBC theme for the current fiscal.  
He said that the GoI has attached immense significance for successful implementation of FI Plan.  Policy guidelines can be issued at national level, but the suggestions have to emanate from ground level.  Area specific schemes and products based on local needs are to be devised and have to be customer friendly.  
He informed that In the initial stage BCs can be appointed and subsequently regular Branches have to be opened to achieve meaningful and holistic financial inclusion.  The DFS has already issued strategy and guidelines on FI for opening Branches in the habitations of above 5000 population.  In Karnataka, 19 Branches have been opened, out of 38 identified centres.  The allottee Banks have to open the Branches in the remaining 19 identified centres before September 2012.  
He said that the GoI is closely monitoring implementation of EBT under 32 Govt. funded schemes.  All the Banks/LDMs have to launch special campaign to ensure at least One Bank a/c for each family for facilitating Aadhaar Enabled Payment System (AEPS).   So far, 60% of the households are covered by bank accounts in Karnataka.  There is a need to cover the remaining 40% of the households on priority.  He requested SBM to enable entire Mysore District for AEPS immediately since the task was supposed to be completed by June-July 2012 on pilot basis.   
He informed that as regards to unbanked villages in the population group of 1600 to 2000 under Swabhimaan, 1562 villages have been identified in Karnataka.  Out of which, BCs are appointed in only 151 villages.  He requested the participating Banks to provide banking outlets in the remaining villages soon after completion of common RFP modalities.  He also informed that only 13 Banks have executed Service Level Agreement (SLA) with L1 vendor and requested the remaining Banks to execute SLAs at an early date.  
He requested the LDMs to update the information in their district website on monthly basis as they have already hosted District Service Area Plan.  Hosting of BCs name, contact address, mobile number, schedule of visit and the schedule of visit of designated Bank officer are also very vital for fast-tracking the issues connected with FI.  
He said that GoI is planning to institute National Credit Guarantee Trust for Education, Housing, MSME and other Priority Sector segment loans.  He solicited suggestions from member Banks for framing National Credit Guarantee Trust.  Banks have to dispose of the proposals received under Priority sector within 30 days, particularly MSME loans.  He requested all the stakeholders to work hard jointly to achieve the set goals under Priority sector.  
As regards the requests made by Private Sector Banks for bringing them under Crop Loan Interest Subvention Scheme Fold and to enroll them as members of common RFP for selection of TSPs since they have been allotted considerable number of villages under FIP, he has assured to take up the same with the concerned authority at GoI level immediately.
Thereafter Agenda was taken up for discussion by the Convenor Sri K.P. Muralidharan, GM, Syndicate Bank.

AGENDA 1.0           CONFIRMATION OF THE MINUTES OF 121st SLBC MEETING  

The Minutes of 121st SLBC Meeting held on 29.05.2012 were circulated vide letter No. 211/2944/SLBC/-F-101-121 dated 7.6.2012.  The Regional Director, RBI in her speech, inter-alia, requested the State Govt. for initiating necessary action to ensure that the only unlicensed Urban Co-op. Bank, Karnataka Rajya Kaigarika Vanijya Sahakari Bank Niyamita, Bangalore attains Financial Parameters for consideration of issue of license. The Minutes were approved as no further amendments received.
AGENDA 2.0      : DROUGHT AFFECTED TALUKS IN KARNATAKA STATE FOR THE

                              YEAR 2012-13

The Govt of Karnataka has declared 142 taluks as drought-hit during the current fiscal 2012-13 vide Notification RD 225 TNR 2012 dated 26.7.2012.  Out of 142 taluks, 123 taluks were declared drought affected during the previous fiscal, which will continue for the present year also. The remaining 19 taluks have been declared drought affected afresh during the current year. The list of drought affected taluks (district-wise) spread over 26 districts has already been communicated to all the Banks and LDMs. The Banks have also been advised to initiate necessary relief measures in tune with RBI guidelines on Natural Calamities issued vide Master Circular RPCD. No. PLFS. BC. 3/ 05.04.02/2012-13 dt 2.7.12.  

Further, the concerned 26 LDMs have been advised by SLBC to convene a special DCC meeting on top priority to deliberate upon the relief measures to be taken up on war-foot basis in drought-hit areas. Thereafter, they were advised to review the progress on a weekly basis in implementation of the measures required for ameliorating drought-hit areas, viz., conversion of ST loans to term loans, rephasement of existing term loans by postponing the installment due during the current year and provision of fresh finance wherever required since the State is facing unprecedented and severe drought in the last four decades.  The issue was also deliberated in the Sub-committee Meetings of SLBC on Credit Flow to Agriculture and Annual Credit Plan held on 3.8.2012 and 4.9.2012, respectively.  So far, 22 LDMs have already convened Special DCC meetings and the remaining 4 LDMs (Koppal, Raichur, Gulbarga & Yadgir) are in the process of fixing date in consultation with District Administration. 
 (Action : LDMs / Banks)

AGENDA   3.0
FOLLOW-UP ACTION ON THE DECISIONS TAKEN DURING THE

                                    PREVIOUS SLBC MEETING

3.1 IMPLEMENTATION OF BHOOMI-BANK INTEGRATION:  

GOK has computerized agricultural land records fully under coveted Bhoomi Project, worthy of emulation by other States in the country. It avoids manual entries & tampering of land records, besides enabling farmers to obtain hassle-free agriculture credit. The usage is made mandatory w.e.f. April 1, 2012. The DFS : MOF : GOI is keenly observing the implementation & success of the project since it is unique & prototype in the entire country.  SLBC has taken the following measures for implementation of Bhoomi project in the entire State.
1. SLBC in association with Bhoomi Monitoring Cell, Revenue Department, Govt. of Karnataka trained over 100 Master Trainers of Banks.  
2.  The GoK has already issued Gazette Notification authorizing the Bankers to download the records and also to create/ modify / release charge on land records online. 
3. The Bhoomi-Bank Integration Project has been extended to entire State since 01.06.2012. All major Banks have submitted Certificates confirming 100% online transaction without paving any scope for manual entries. 
4. SLBC had sought clarification on upgrading User Management & reports generating system in the software from Bhoomi monitoring cell on the following issues raised by the Bankers:
· Bank/Branch-wise reports are not being generated whereas the report displays requests of all banks & branches.

· When User logs on to the application, his branch name is not displayed.

· After filing the charge, the same is not confirmed/updated in Bhoomi application & hence the branches cannot ascertain the status.

· When registration is made with enhanced option, in the acknowledgement it is shown as enhancement, but in report view, the same is displayed as released.

· After selecting the branch for creating user-id, the administrator has no option to check whether the user is created for the intended branch or not.

· In case, the user of one branch is transferred to another branch, there is no provision to link the user-id of the Officer to transferee branch, which leads to duplication in user creation. Further, there is no provision to move/delete any user-id.

· In administrator log on, the reports are not generated / displayed under Reports Menu & hence, monitoring the progress of branches is difficult.

· The name of the branch where the charge is created is wrongly displayed in the Report view.

· After submitting the online request for noting bank charge through online, the charge is not being noted in the RTC even after lapse of 2 to 3 weeks of sending the request.  
5. The updated Key-points for usage received from Bhoomi Monitoring Cell have already been communicated to all the Banks for effective coordination and integration of Bhoomi-Bank activities by SLBC on 21.8.2012.
6. The Bank-wise online transaction conducted under Bhoomi Project as on 1.9.2012 was presented to the House (Total 11,755 transactions)
The progress could have been much better had the onset of South West Monsoon was on time.   All the Banks involved in agriculture lending, particularly Vijaya Bank, Corporation Bank, SBH, SBM & SBI (Lead Banks), were once again requested to expedite implementation of Bhoomi-Bank integration in toto and inform the progress to SLBC periodically so as to consolidate and submit the progress report to DFS: MoF: GoI. 

The Chief Secretary, GoK informed the House that a Special Help Desk has been set up at Bhoomi Monitoring Cell and Revenue Inspectors have been posted at Taluka Offices for monitoring and assisting online transaction.

(Action : Banks)

3. 2  
:  Providing Banking Outlets in all villages with population above 2000

            by March 2012   

All the identified 3395 unbanked villages have been provided with banking outlets by the banks, thereby achieving cent percent coverage in Feb 2012.  It comprised of BCs-2691,    B & M branches-323, Ultra Small Branches-355 and Mobile Vans-26, aggregating to 3395.  

Banks were also requested to extend the banking services like in-built OD facility, pure savings products in the form of RD, credit in the form of KCC/GCC & remittances to the targeted people of the State for a meaningful & holistic financial inclusion. 

The bank wise number of villages covered & progress made were presented to the House.
(Action : Banks)

3.2.1 :
Providing Banking outlets to villages with population of 1600 to 2000 as per 

2001 census
In terms of DFS: MoF: GoI guidelines, SLBC in association with LDMs has identified 1562 villages under population group of 1600-2000 (as per 2001 census) in the State under Swabhimaan FIP and allocated to the banks based on Gram Panchayat model for providing banking outlets. It is deemed that the villages in the population group of 1600 to 2000 as per 2001 census have already crossed 2000 population as per 2011 census.  As of July 2012, 151 BCs have been appointed. SLBC has been collecting progress report on monthly basis for close monitoring and onward transmission to DFS: MoF: GoI. The progress would certainly improve once the common RFP for selection of Technology Service Provider is finalized.  Banks were requested to provide banking outlets in those villages under Swabhimaan by 31.3.2013.  Further, Banks were requested to submit the Statement in Format SW-3 on monthly basis positively.
(Action : Banks)

3.2.2 : Roadmap for Providing Banking Services in villages with 

population below 2000

In tandem with the guidelines of RBI, SLBC has already informed all the Banks and LDMs to finalise Roadmap with details of allocated villages (district-wise) as per the formats prescribed. 
The GOI has been emphasizing the need for transferring all State benefits including MGNREGA wages and various cash subsidies to beneficiaries by direct credit to their bank accounts.  In order to replace the present system of cash based disbursement with direct credit to bank accounts of beneficiaries and its disbursement at their door step through ICT based BC model, the availability of Business Correspondent (BC) is necessary in all villages.  LDMs have been advised to constitute a Sub-Committee of the District Consultative Committee (DCC) to draw up a roadmap for provision of banking services in every village having a population below 2000 (2001 census) for providing banking services, in a time bound manner, especially to start with EBT services. This Sub-Committee will identify such unbanked villages and allot these villages among Scheduled Commercial Banks (including Regional Rural Banks) operating in the district.  While preparing the roadmap for providing banking services in all unbanked villages of population less than 2000 through a combination of BC and branches, it should be ensured that there is a Brick & Mortar branch to provide support to a cluster of BCs.  While allotting the unbanked villages, the Sub Committee of DCC should ensure optimal utilization of BC infrastructure already created by banks and accordingly consider the following:
• Existing Brick and Mortar network of banks in the district.

• Distance of the village from the nearest bank branch and the ratio of low cost simple brick &
   mortar branches to BC outlets to be maintained by banks.

• Geographical contiguity to the existing BC outlets.

• As far as possible, avoid allotment of a lone isolated village to any bank.

• Priority for BC location or bank branch to be given to villages having population greater 

   than 1500.

• Continuous efforts should be made to increase the frequency of visits by BCs from a 

   fortnightly basis to a more frequent basis.

While in the initial stages, priority may be given to providing door step services to EBT beneficiaries through regular visits of BCs to the allocated villages, for making it a self sustaining business model, banks should over a period of time, ensure that all kinds of banking services viz., remittances, recurring deposit, entrepreneurial credit in the form of KCC and GCC, Insurance (life and non-life) and other banking services are available to all the residents of the village through a mix of Brick & Mortar Branch and BC network. 

The Principal Secretary (B&R), GoK informed SLBC to collect information on the number of accounts opened / enabled by BCs, volume of transactions carried out with a special focus on EBT and present the analytical data in the SLBC meetings.  The ED, Syndicate Bank (Convenor Bank) informed that Bank-wise information is being submitted to RBI.

The Principal Secretary (B&R), GoK also expressed concern over change of BCs Technology from Smart cards to Magnetic cards & back to Smartcards under common RFP, which may delay the process of implementation.  The SLBC representative informed that it is not going back to old technology, but only providing additional option for authentication since there is no provision for the same under magnetic cards technology.
(Action : SLBC / Banks / LDMs)

3.3 Urban Financial Inclusion – Launch of campaign to ensure at least One Bank Account for Each Family

Govt. of India has been emphasizing the need for transferring of benefits including MGNREGA wages and various subsidies to beneficiaries by direct credit to their Bank accounts.  These beneficiaries are not only inhabitants of rural villages but also comprise of urban poor and slum dwellers residing in the Urban / Metro centres.  In order to provide banking services to entire population residing in Urban and Metro Centres (Urban Financial Inclusion), so as to financially include the urban poor, slum dwellers and the inhabitants of urban / metro villages and facilitate electronic benefit transfer in respect of benefits / subsidies under various Govt. schemes directly into the account of the beneficiaries residing at these centres, it has been decided by GoI that the said campaign to ensure one bank account per family should also be launched in such urban areas for the purpose of Urban Financial Inclusion.  All Urban areas have a Municipality or a Municipal Corporation consisting of Wards in lieu of service area villages.   SLBC has already informed all the LDMs to allot the wards in urban area by adhering to the following criteria.
(i) In Wards/Circle where a Branch of a Bank exists, the responsibility should be entrusted to that Branch;

(ii) In Wards/Circle, where Branches of more than one Bank exist, the responsibility may be assigned to one of the Branches operating in the ward.

(iii) In Wards/Circle, where no Branch of a Bank exists, a neighbouring Bank Branch may be assigned the responsibility.

Since accounts opened under the campaign would facilitate EBT including transfer of all benefits and various cash subsidies to beneficiaries by direct credit to their Bank accounts and the beneficiary should be able to withdraw the benefit from the BC channel, Banks should while opening new bank accounts also ensure to capture Biometric details of the customer (as done during the ‘Swabhiman’ campaign) as per the standards notified in the recent RFP for engaging BCs.

(Action : LDMs/Banks)

Awareness campaign under SWABHIMAN in Rural areas:  Reputed / active Professional NGOs have already performed Street Plays with Wall paintings on Financial Inclusion in 57 villages & the same will be replicated in another 163 villages. Similarly, they have performed Yakshagana with Wall paintings in 94 villages. The NABARD has provided grant assistance of Rs.35.34 lacs for conducting the said awareness activities in 314 villages. Banks have also created awareness through pamphlets & publicity in local Kannada dailies. CDs & other publicity material prepared by NABARD were also made use during the campaign. The LDMs have also prepared flexi banners & supplied to all Raitha Samparka Kendras during the special campaign organized in connection with Rapid Action Plan for Agri Credit Flow from August to December 2011.

3.3.1
Financial Inclusion – Access to Banking Services

 – Basic Savings Bank Deposit Account

RBI has communicated revised guidelines on “Basic Savings Bank Deposit Account” in supersession of guidelines issued on opening of ‘Basic Banking No Frill Accounts’. The ‘Basic Savings Bank Deposit Account’ has the following features.

i) The ‘Basic Savings Bank Deposit Account’ should be considered a normal banking service available to all.

ii) This account shall not have the requirement of any minimum balance.

iii) The services available in the account will include deposit and withdrawal of cash at bank Branch as well as ATMs; receipt/credit of money through electronic payment channels or by means of deposit/collection of cheques drawn by Central / State Govt. agencies and departments;

iv) While there will be no limit on the number of deposits that can be made in  a month, account holders will be allowed a maximum of four withdrawals in a month, including ATM withdrawals; and

v) Facility of ATM card or ATM-cum-Debit Card.

2. The above facilities will be provided without any charges.  Further, no charges will be levied for non-operation / activation of in-operative ‘Basic Savings Bank Deposit Account’.  Banks would be free to evolve other requirements including pricing structure for additional value-added services beyond the stipulated basic minimum services on reasonable and transparent basis and applied in a non-discriminatory manner.

3. The Basic Savings Bank Deposit Account would be subject to RBI instructions on KYC / AML for opening of bank accounts issued from time to time.  

4. Holders of Basic Savings Bank Deposit Account will not be eligible for opening any other savings bank deposit account in that Bank.  If a customer has any other existing savings bank deposit account in that bank, he/she will be required to close it within 30 days from the date of opening a Basic Savings Bank Deposit Account.

5. The existing basic banking ‘no frills’ account should be converted into ‘Basic Savings Bank Deposit Account‘.

The above guidelines have been issued to all the Banks.
(Action : Banks)

3.3.2
Common Request For Proposal (RFP) for selection of BC services

The DFS, MoF, GoI has nominated Syndicate Bank as a Leader Bank and directed to float a common RFP on behalf of Public Sector Banks, SBI, Associated Banks of State Bank and the RRBs to identify the Business Correspondents services for Karnataka & Goa States. The process of RFP has been completed with the selection of L1 vendor through the reverse auction. FINO has emerged as L1 vendor and the Banks are in the process of executing Service Level Agreement with the L1 vendor for providing BC services.   The project will be implemented in a Pilot District first.  13 Banks have already executed Service Level Agreement and other Banks were requested to do the needful immediately.
The common RFP will achieve the objectives of Financial Inclusion and its smooth implementation.  The DFS:MOF:GOI have issued guidelines on plan for engagement and activation of BCAs and monitoring their progress.   Further, the Banks were requested to furnish the name, contact address and mobile number of BCs & the schedule of visit of designated officers to FI villages to the LDMs for hosting the same in the District Website.  The Karnataka Bank (Private Bank) representative requested GoI to include their name also for common RFP since the Bank has been allotted FI villages and appointed BCs.
(Action : Leader Banks for Common RFP / Govt. of India / LDMs / Banks)

3.3.3 Preparation of Implementation Plan for engagement and activation of Business Correspondents Agents (BCAs) and monitoring progress

Floating of Common RFP on geographical cluster basis for Business Correspondents services is to provide comprehensive financial services to the underprivileged particularly in the unbanked and under-banked areas.  In order to achieve the objectives of Financial Inclusion and its smooth implementation, DFS:MOF:GOI have issued guidelines on plan for engagement and activation of BCAs and monitoring their progress.                                               Lead Banks were requested to ensure smooth and expeditious implementation so that the objective of Financial Inclusion is achieved in all the Financial Inclusion villages.

During the Frontline Managers’ Conference organized by RBI at CAB, Pune on 9.3.2012, the Hon’ble Governor RBI interacted with 76 representatives from various States including Karnataka comprising various groups of stakeholders viz., customers, SHGs, Branch Managers, MFIs, NGOs, BCs, LDOs, LDMs & DDMS. The following key issues emerged in the interactive session:

1. The conference clearly brought out the acceptance of BC model by the villagers, however, the implementation leaves considerable scope for improvement.

2. Financial inclusion needs to be perceived as a business opportunity and devise the right kind of business & delivery models for offering at least basic financial products

3. The staff constraints in rural branches are adversely affecting the customer service. Banks must ensure posting of adequate staff in rural branches with the right attitude.

4. The BCs/CSPs being the lynchpin of the success of BC-ICT based model of delivery, banks should pay due attention to their appointment, training, handholding of BCs/CSPs and also to ensure reasonable & timely payment to them.

5. Banks also need to look into the aspects of resolving technological challenges like minimizing turnaround time in the activation of cards, availability of power supply & digital connectivity to run the POS machines, timely repair/replacement of defective POS machines, ensuring uninterrupted working of machines etc.

6. A strong Grievance Redressal  mechanism for BC customers is a must for the success of  BC model

(Action : Banks)

3.4 Introduction of Mobile Exhibition Vans by Banks in remote interior villages in Karnataka – Report on the Field Study

The Hon’ble Governor during his meeting with the CMDs of Karnataka based banks held at RBI, Bangalore had desired that banks submit the route map for coverage by mobile vans introduced by them for creating awareness on finance related matters in villages.  Based on the coverage of villages, RBI, RPCD, Bangalore would undertake a field-study to assess the impact created by these mobile exhibition vans in remote interior villages in Karnataka.  Accordingly, the study was undertaken by RPCD, Bangalore and the findings of the filed study have been analysed.  It has been observed that some additional efforts by the banks can create a sustained impact in terms of spread of financial literacy and financial inclusion through mobile exhibition vans.  The Banks have been requested to implement the following suggestions.

a) Utilising services of locals for advance publicity of date and time of visit and also for interaction with the villagers and synchronizing the time of visits and location of vans with a view to ensuring that maximum number of residents benefit from such campaigns;

b) Planning of repeat visits by Mobile Vans at pre-decided frequency and distributing pamphlets, having the brief details of banking facilities, to every household in the village; and

c) Ensuring presence of Business Correspondent or nearest Branch staff in the Mobile Van so that activities like opening of accounts or sanction of loans are undertaken on the spot and problems/delays associated with functioning of BCs/issue of Smartcards are resolved without loss of time.

(Action : Banks)

3.5 :
Uploading Service Area Plan of the District in the district NIC website – Modification of format:

SLBC has been directed by the Department of Financial Services, Ministry of Finance, Govt. of India that the District Service Area Plans under Financial Inclusion have to be uploaded on the respective Districts website maintained by NIC in a modified format.

SLBC had communicated to all the LDMs to prepare Service Area Plan as per the modified format and host in the District Website.  All the LDMs have confirmed hosting of revised / modified service area plan of the district in the Website.

3.5.1 : Capturing of data entry module for Geographical Information System (GIS) for Financial Inclusion through Web site of DFS : MOF: GoI

DFS: MOF: GoI had advised the PSBs to capture the data of Banking amenities available on the Website of the Dept. of Financial Services.  Further, they have advised to ensure that data in GIS module is regularly updated at least on monthly basis by the LDMs as new Branches get opened, BCAs get engaged, ATMs get installed and Currency Chests / Clearing Houses get opened.

All the LDMs have entered / updated the data of their Districts with full details in the Website of DFS.  They have been advised to update at least on monthly basis by SLBC.
(Action : LDMs )

3.6 :
Financial Inclusion Services for AADHAR enabled service delivery


- Transfer of Subsidies on LPG, Fertilizers, Kerosene and other schemes:

The Task Force set up by the Govt. for the direct transfer of subsidies on LPG, Fertilizers and kerosene has already presented its interim report. The direct transfer of subsidies on kerosene and LPG are being taken up this year on pilot basis.  Besides, there are at least 32 other schemes where the benefits are to be transferred to the beneficiaries and adoption of EBT would greatly enhance the efficiency of such transfers, apart from reducing the scope of malpractices. Disbursement of MGNREGA wages to the beneficiaries is required to be made in fixed time period. Extension of banking and other financial services to the rural areas will also facilitate and, in fact, accelerate economic development of such areas.

The GoK intends to take up the following Financial Inclusion Services for Aadhar enabled service delivery in the Pilot Districts of Tumkur & Mysore where 95% of Aadhar enrolment has already been completed.  

1) Social Security Pensions

2) MGNREGA Disbursement

3) Housing Schemes

4) Distribution of Scholarship

5) LPG Subsidy

SLBC has advised LDMs of Tumkur & Mysore Districts to inform the current status of Banks’ preparedness in their Districts and time frame to take up the Aadhar enabled opening of accounts and disbursements of benefits through Aadhar enabled payment system. 

UIDAI has informed during the meeting of stakeholders that crediting of subsidy to the beneficiaries’ accounts online in respect of 30 LPG distributors in Mysore city will commence from second week of September on pilot basis & thereafter to entire district by January 2013.

CKGB also has been identified by GoI and NABARD for implementation of Aadhar Enabled Payment System (AEPS) in Karnataka. The SBM has to facilitate CKGB in on-boarding to AEPS by creating necessary technological infrastructure.

Sri Ashok Dalwai, DDG, UIDAI made a power point presentation on AEPS.  He said that 12 Digit Unique Identification Number will be provided to each resident of India.  It links biometrics with demographic attributes.  The key benefits of using Aadhaar are (a) Removal of duplicates and fakes from beneficiary database (b) Single resident view – identifying beneficiary across schemes within State or across States (c) Better targeting – Funds reach beneficiary bank account only (d) Aadhaar is Financial Address – No need for departments to maintain beneficiary’s bank account information (e) Single Source of truth – KYC for new account opening.  He further informed that major Banks have already entered into MOU and requested other Banks to enter into agreement with UIDAI.  He solicited Banks’ support in opening Aadhaar enabled Bank accounts and on-boarding with National Payment Corporation of India for AEPS switch.  
The Chairmen-SLBC expressed concern over certain deficiency in agreement clause (UIDAI) like not responsible for any error (disclaimer).  As the Banks are not the owner of the data, there is a need to address such deficiencies. As and when the party changes address, there is a need to take address proof to comply KYC norms of RBI.   The Director, MGNREGA, GoK informed that while seeding Aadhaar into Dept. database, about 20% of the Aadhaar numbers will be incorrect.  So, there is a need to increase the precision level while seeding Aadhaar numbers correctly.  The DG, UIDAI has informed that they are on the job of addressing such deficiencies. 
(Action: GoK / UIDAI / Banks / LDMs)
3.7: Strategy and Guidelines on Financial Inclusion- Opening of Bank Branches

The guidelines envisaged on Strategy & Guidelines on Financial Inclusion received from the DFS, MoF, GOI have already been communicated to the Banks on opening of Bank Branches in the Underbanked Districts as listed by RBI.

In terms of the RBI report of the group to review the extant Branch Authorisation Policy, in Karnataka, Bidar, Chamarajanagar, Gulbarga, B’lore Rural, Koppal & Raichur are identified as underbanked districts. 

SLBC has identified 38 unbanked villages with population of 5000 & above, out of which branches have been opened in 19 villages (10 are USBs) as of 29.8.2012 and in habitations of 10000 & above, one village (Kurekoppa, Bellary district) has been identified and allotted to SBM for opening the branch before Sept 2012.  A Special Meeting with the representatives of SBM, CKGB and Lead Bank Office, Chamarajanagar was held on 14.8.2012 for reallocating the centres from CKGB to SBM since all the BCs in the district are appointed by SBM under ‘One District-One Bank Model’.  The SBM representative has agreed to take over 7 villages originally allotted to CKGB for opening Branches/USBs.

(Action: SBM)
3.8 :
Financial Inclusion Plan – Nodal Officers of LIC and non-life PSU Companies

The DFS: MOF: GoI has informed that (a) The District Lead Bank Officer, Officer in charge of NABARD and Nodal Officers of Public Sector Insurance Companies, both life and non life, would prepare a comprehensive District Financial Services Plan covering banking, rural development, insurance, etc.  These officers would also meet once every month to review the progress and resolve inter agency issues. (b) At the State Level, SLBC Convenor, NABARD in-charge for the State and State in-charge of Public Sector Insurance Companies, both life and non life, would prepare similar State Financial Services Plan.  At the State level also, these officers would meet once every month to review the progress and resolve inter-agency issues. (c) The objective of the exercise is to ensure Financial Inclusion by ensuring bank account for every household, Kisan Credit Card to every farmer’s family, General Credit Card to other households and extensive coverage under micro-insurance and micro-pension scheme besides looking at the critical gap in infrastructure in terms of rural warehousing etc. (d) The District Lead Officer and the State SLBC Convenor would be responsible for the aforementioned committees at the District and the State Level respectively. (e) The BCA will also be acting as an extension staff for micro insurance, animal insurance, crop insurance and micro pension.  The banks will ensure coordination with the agencies, viz., LIC and other agencies dealing with these products.

SLBC has already supplied the details of BCs of 16 districts to LIC for encouraging Micro-Insurance policies in rural areas. All the concerned stakeholders are once again requested to take note of the above for compliance.

(Action: SLBC/ LDMs/Banks/Insurance Companies/NABARD)
3.9 :
Strategy and Approach for Electronic Benefit Transfer (EBT)

The DFS, MOF, GOI in their Strategy & Guidelines for Financial Inclusion communicated has emphasized that greater impetus to be given to Electronic Benefit Transfer (EBT). This will bring in greater efficiency in the transfer of benefits and will reduce pressure on the bank branches for dealing with these transactions, reduce requirement of multiple accounts for various schemes and facilitate the process of Financial Inclusion. There are at least 32 schemes of the Central Government which involve the transfer of benefits to the beneficiaries.  In addition, there are many more such schemes at the State level.  The Controller General of Accounts had advised various Departments / Banks to use Central Plan Scheme Monitoring System (CPSMS) platform to capture data on flow of funds from various levels and to generate advice for Electronic Benefit Transfers.

The DFS: MOF: GOI had advised Banks to redefine Service area villages Gram Panchayat (GP) wise for allocation of one GP to one BC to ensure business viability of BCAs.  This exercise has already been carried out by LDMs in the State.  Further, all Banks have been advised to ensure at least one bank account is opened for every household which could be joint account in the name of the family members. A campaign was also launched to accomplish the task.

The DFS: MOF: GOI has provided the Strategy and Approach for EBT Scheme. They have devised procedure for “Opening of bank accounts and mapping the beneficiaries”, “Transfer of benefits”, “Operational responsibilities”.  The details of guidelines have already been communicated by SLBC to all the Banks & LDMs for needful action.  The Lead District Managers were requested to take up the issue in the DCC/ DLRC for coordination with various State Govt. departments for completion of the exercise of account opening and mapping for each beneficiary for every scheme as per the time frame to be decided by the DCC.  

(Action: LDMs / Banks)

3.10: eFMS (Electronic Fund Management System) under MGNREGS & EBT

The main objectives of the above scheme are to avoid delay in wage payments and to eliminate unnecessary parking of funds at various levels before it reaches the beneficiary.  At present, EBT is being implemented in 7 Districts viz., Bellary, Chitradurga, Gulbarga, Yadgir, Chamarajanagar, Mandya & Dharwad.  The GoK intends to roll out the above scheme in remaining Districts also very soon.  The steps involved in validation and updation of beneficiary accounts are :

1) Bank wise segregation of beneficiary accounts having details (downloaded from MGNREGS MIS Software) such as Name of Job Card Holder, Job Card Number, Account Number, Bank Name, Branch Name, IFSC and Name as per Bank records at each Gram Panchayat level in Annexure-II.

2) Submission of Annexure-II to the respective banks for verification and confirmation of the above information.

3) Freezing of bank accounts that are confirmed by the Bank will be carried out by the respective Block Panchayats.  Freezing of accounts is nothing but locking of Bank accounts in the software for payment.  Only those accounts, which are frozen, will be able to receive benefits under eFMS and this step is considered as most important activity in implementation of eFMS.

In a recently convened video conference meeting by the Joint Secretary, MoRD, GoI on the eFMS initiative taken by the Karnataka State was well appreciated but there was an observation on tardy progress in freezing of bank accounts.  The main reasons for slow progress are :

1. The MGNREGS beneficiaries are unable to open ‘No Frill Accounts’ with Service Area Bank Branches due to reluctance and non cooperation from some Banks.

2. Job Cards are not considered as ID and address proofs for opening of new accounts.

3. Some Banks are not cooperating with Gram Panchayat officials in validating account information of beneficiaries in Annexure-II.

4. Sometimes Annexure-II is returned with partial validation or validation without verification.

5. There are no initiatives by some Banks to convert beneficiaries’ old accounts into the Core Banking System Banks.

6. There is no friendly approach for such schemes by some of the Banks.

While eFMS takes care of credit of the amount to the beneficiaries bank accounts, EBT ensures disbursement of the amount to the beneficiary through appropriate ICT based technology through BC.  Both need to be synchronized for which Bank accounts, appropriate ICT based technology and services of BC are essential.  The Dept. of RDPR has sought the details of cards issued for these accounts, frozen for payment and also for the remaining accounts.  Presently, only 30% of the beneficiaries are getting the amounts credited to their accounts electronically and the remaining 70% of the beneficiaries are yet to open the bank accounts.  The reimbursement of commission of Rs. 80/- per account per annum is made to banks only for active accounts, i.e., where the amounts credited to the beneficiaries’ accounts are actually disbursed to them.  The LDMs of EBT Districts have to furnish exact information on opening of bank accounts, mapping to service area approach and shifting of accounts from one bank to another as per the requirement under Aadhaar enabled service delivery.  The above aspects have already been communicated to all the LDMs and Banks by SLBC for taking necessary action without paving any scope for complaints.  In this connection, the Dept. of RDPR, GoK had convened a meeting on 12.07.2012.  During the course of deliberations, the following action points emerged:

1) Confirmation of freezing of Bank accounts is very much essential for passing on the benefits under e-FMS.  As per the information available, only 42% of accounts are frozen.  The balance 58% accounts are to be frozen on priority to facilitate e-FMS. 

2) According priority for validation of accounts.  

3) Banks to get ready for rolling out EBT in the remaining 23 Districts also since at present the same is being implemented in 7 Districts on pilot basis.

4) Banks to speed up issue of Smartcards to the beneficiaries.

5) GoK was requested to reimburse the cost of Smartcards immediately.

6) Turnover Commission / Service Charges to be reimbursed by GoK soon after the money reach the beneficiary.

7) Tardy progress under e-FMS in Hassan, Mysore & Bellary Districts.  The concerned LDMs to take the issue with CEO, ZP at District level forum.

8) Special campaigns to be organized to open the accounts for all the beneficiaries.

9) NEFT charges to be waived and as far as possible, Banks not to adjust the benefits to the existing loan accounts of the beneficiaries since NREGS funds are credited to the beneficiaries’ accounts with a specific purpose of their sustenance.

10) Strengthening MIS to update the data and monitor the progress effectively.

The above action points have already been communicated to all the Banks/LDMs.

(Action: LDMs / Banks)

3.11 :         Electronic Wages and Benefit Transfer [EWBT] Scheme One District- Many
       Banks Model: 
In terms of the MOU signed with the 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. It is implemented under the aegis of SyndicateBank, Canara Bank and SBI, the lead banks in these districts.  The DSSP payments are made electronically through Smartcards in Chitradurga District.

One District – One Bank Model: 

In other three districts, namely – Chamarajanagar [SBM], Mandya [Vijaya Bank] and Dharwad [Axis Bank], EWBT is being implemented under One District-One Bank Model.  

The GoI & RBI have reiterated that all Banks to fall in line with ‘One District – Many Banks – One Leader Bank’ Model in all the Districts.

The summary of the progress under EBT as on 27.8.2012 was presented to the House. 
Participating Banks and the respective Lead Banks were requested to follow up and ensure issue of cards to the ultimate account holders.  Further, the process of implementation shall be hastened by Banks and completed without any further delay. 

In all the 7 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. 

(Action: LDMs / Banks)

3.12 :  ROLLING OUT EBT IN THE REMAINING 23 DISTRICTS

SLBC had convened a meeting of LDMs, Senior Level Executives of controlling offices of Lead Bank (7), Technology Service Providers, Line Departments, NIC, RBI and NABARD.  It was decided that Lead Bank of the district shall become the Leader Bank.  SLBC has already requested the Finance Department, GOK to inform the formalities of signing of MOU by the GOK with the respective Leader Bank of the district with a copy marked to DSSP (Revenue Dept), Controller of Finance, Director, MGNREGA (RDPR Dept), RBI and NABARD.  The Govt. of Karnataka was requested for an early favourable action.

(Action: GoK)

3.13 : EWBT Scheme – MIS and PGRS   

The web based software for MIS PGRS has been developed by NIC and demonstrated live by NIC to Principal Secretary, Finance (B&R), GOK, Convenor SLBC and RBI representative. Some modifications to the software were suggested by the members, to which NIC representatives agreed to incorporate. Principal Secretary, Finance (B&R), GOK requested NIC to incorporate the changes and make online testing of the application by getting sample data and making test user-ids for all kinds of users of the application as per the roles involved.  
SLBC had requested NIC to continue to host the module after final testing at the present server / place in view of proven safety and performance instead of shifting to new hardware and other data centres. NIC was also requested to inform the details of cost to be borne by SLBC / GOK in this regard. 

(Action: NIC)
3.14 : Implementation of Financial Inclusion Plan (FIP) in Karnataka 

· Submission of Disaggregated data on Board Approved FIP of Bank- State wise in KARNATAKA & DISTRICT WISE 

As advised by RBI, Syndicate Bank, Canara Bank, Corporation Bank, SBI, SBM, SBH, Vijaya Bank, Karnataka Bank, ING Vysya Bank, Andhra Bank, Bank of Maharashtra, Central Bank of India, Ratnakar Bank & all RRBs in the State have submitted the Board approved disaggregated data for the State of Karnataka and further to District level.  Other Banks were requested to submit the disaggregated plan to RBI under copy to SLBC immediately.

(Action: Banks)

AGENDA 4.0 : FINANCIAL LITERACY CENTRES (FLCs):

RBI, Central Office, Mumbai has communicated the guidelines on opening of Financial Literacy Centres (FLCs).  In compliance, SLBC has informed all Banks who sponsored FLCCs and other Banks to abide by the guidelines of RBI and submit a quarterly report as per the format stipulated by them (FLCC has been rechristened as FLC).  Further, RBI had communicated certain clarifications for establishing FLCs, which are as follows:

1) It would be the Banks’ discretion to set up FLCs either through Trusts or Banks or both.

2) Erstwhile FLCCs, whether being run by Trusts or Banks, will henceforth be termed as Financial Literacy Centres (FLCs).

3) The objective of setting up of FLCs in all LDMs’ Offices is to provide at least one FLC in each District.  As such there is no restriction on opening more than one FLC at District Headquarters (HQ).

4) In a District, Banks could set up more FLCs at various locations – District HQ, Block and Village level.  

5) A separate FLC at LDMs office may not be required, if the one existing in the District HQ is meeting the needs of the people.  However, it may be ensured that all indoor and outdoor activities as mentioned in the above Circular are undertaken by the existing FLC.

6) All rural Branches are required to undertake literacy and awareness activities independently as envisaged in the above circular.

As regards to Point No.4 mentioned above, Banks may follow the Taluk-wise allocations made by LDMs for opening of FLCs at Taluk level.  So far, 40 FLCs have been opened in Karnataka State in 30 Districts as per RBI guidelines.  Banks were requested to submit quarterly report as per the format prescribed by RBI as communicated in the above letter.  Bank of India has reported that One FLCC opened at Belthangadi Taluk of Dakshina Kannada district stands closed.  Hence, 39 FLCs are operating in the State at present.

(Action: Banks / LDMs)

4.1 : Setting up of Financial Inclusion Resource Centres (FIRC): 

A model FIRC has been set up at Regional Office, RBI, Bangalore. The Lead Banks in the State have been advised to set up similar FIRCs at district level for dissemination of information on banking for the benefit of the common people. Accordingly, FIRCs have been set up in 10 districts by Syndicate Bank, Vijaya Bank, Corporation Bank and Pragathi Grameen Bank.

AGENDA 5.0 : INTEREST SUBSIDY SCHEME ON CROP LOANS TO FARMERS UPTO 


             Rs. 100000/- THROUGH PSBs/RRB

GoK has accorded sanction for the above scheme for providing interest subsidy, so that farmers get loan at 3% for crop production availed through Public Sector Banks and Regional Rural Banks [RRBs]. 

The Govt of Karnataka vide their Order No.AGD/76/ASC 2012 dated 16.8.2012 has enhanced the maximum limit of crop loans provided to the farmers by Public Sector Commercial Banks & RRBs at 3% interest from the existing Rs.50000 to Rs.100000 with the following conditions:-
1. This enhancement is applicable for short-term crop loans approved & disbursed on or after 01.04.2012.
2. In view of additional incentive of 3% subvention by the GoI to those farmers who repay the loans promptly, the interest subsidy payable by the State Govt would be 1% to enable the loans at 3% interest rate per annum.

3. No interest subsidy is allowed by the State Govt for the loans above Rs.100000/-.

SLBC has already communicated to all the PSBs/RRBs and LDMs about revised scheme of GoK on Crop Loan Interest Subvention.  Banks were requested to take note of the above points carefully while preparing crop loan interest subsidy claims for the year 2012-13.

The Banks and LDMs were advised to popularize the Scheme of Interest Subsidy of State Govt to short term crop loans to farmers launched by GOK so that maximum farmers can get benefit of interest subsidy and banks can utilize the interest subsidy already released by the GOK in this regard. Interest subsidy claims in respect of 490966 farmers to the tune of Rs.  28.50 crore have been settled by Dept of Agriculture till date.  Bankers who have not made claims under the scheme were requested to lodge claims immediately.
The Private Sector Banks’ representatives have requested GoI & GoK to extend the crop production interest subvention facility to them also as they are extending finance to the farmers for crop production.  It was also requested to examine the feasibility of extending interest subvention to crop loan accounts, which will become term loan after conversion on account of natural calamities like drought, flood, etc.
(Action: GoI/GoK/Banks / LDMs)
AGENDA 6.0 :  
CREATION OF CENTRAL REGISTRY FOR MICRO 
AND SMALL ENTERPRISES  [ MSEs]

Creation of Central Registry by the State Governments is for registration of charges of all Banks and other lending Institutions in respect of all movable and immovable properties of borrowers incorporated as proprietorship, partnership, co-operative society, Trust, Company or in any other form.   In a meeting convened by the CVC, attended by CMDs of major PSU Banks, IBA and officials from the CBI, the matter of increasing incidences of frauds perpetrated in PSU banks was discussed.  While various suggestions were made for reducing such incidences, one of the suggestions that came up is creation of central electronic registry which 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 are 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.   It was repeatedly discussed during Empowered Committee Meeting on MSMEs being convened by RBI every quarter on the progress achieved under UPOR system.  Karnataka Bank Ltd and Pragathi Grameen Bank have confirmed compliance. Other Banks were requested to confirm that all Branches of respective Banks in the above 5 Centres have completed noting of existing charges as the implementation of the project needs an assessment and bring it to a logical conclusion. 

(Action: Banks)

AGENDA 7.0 : 
ESTABLISHMENT OF CLEARING HOUSE FACILITIES AT 

ADMINISTRATIVE UNITS BELOW THE DISTRICT HQS

As per the guidelines of DFS:MoF:GOI, Banks were requested to initiate steps for establishment of Clearing Houses at centres below the District HQs where 3 or more banks’ branches exist.  SLBC had advised all the LDMs to identify the Bank for establishment of Clearing House facility based on the business volume.   The names of the Banks to establish clearing houses in 184 centres have been finalized by LDMs after taking consent of DCC/DLRC. The concerned banks were advised to complete the exercise of opening of clearing houses by 30.9.2012.

(Action: Banks)

AGENDA 8.0 : 
REVIVAL, REFORM & RESTRUCTURING PACKAGE FOR 

HANDLOOM SECTOR 

A special Bankers’ meeting was held on 6.2.12 to enlighten the package guidelines to the bankers having exposure to handloom sector. It is a centrally sponsored scheme with State Govt participation (80:20) with NABARD as nodal agency.  Funds are available for repayment of 100% principal & 25% of interest as on the date of the loan becoming NPA & which was overdue as on 31.3.2010, provided banks agree to grant fresh loans. 75% of interest & overdue/penal interest are to be written-off or get settled under OTS.  The ceiling limit is       Rs 50,000 per individual for waiver. Further, Interest subvention of 3% for 3 years from the date of disbursal of fresh loan & CGTMSE Fee payment by Govt. are provided in the scheme for fresh loans to be extended after waiver. Banks were requested to get respective Board approval & issue scheme guidelines for granting weaver credit card on the lines of KCC. Audit of eligible weaver societies to be completed under stewardship of NABARD & GoK had agreed to sign MOU. The concerned banks were requested to give wide publicity for the aforesaid scheme.  As per the information received from Syndicate Bank, Canara Bank, Vijaya Bank, SBM & Co-op. Apex Bank, the number of individual borrowers eligible under package was 334 and the number of applications received was 548.  They have granted 37 Weavers Credit Card with credit limit of Rs. 10.47 lacs.  SBI, Corporation Bank, IOB, P&S Bank, Ratnakar Bank, Catholic Syrian Bank, ICICI Bank & Dhanalakshmi Bank Ltd., have submitted ‘Nil’ reports.  The other Banks were requested to submit the required information on the above package on monthly basis as per the format communicated vide SLBC letter No.417 dated 8.8.2012.  NABARD has informed that special audit of viable and potentially viable Apex weavers’ and Primary weavers’ Societies is under progress. They have received claims under the package from Canara Bank, Syndicate Bank and Central Bank of India only amounting to Rs 51.11 lakhs. Other eligible Banks were requested to submit the claims immediately.

SLBC has advised all the LDMs for allocation of District-wise targets under Weavers’ Credit Card for current fiscal.  The targets set for current year 2012-13 by GoI for our State is 8000.  The Dept. of Handlooms & Textiles, GoK has informed that they have sponsored 13646 applications to various Bank Branches.  The details have already been communicated to the concerned LDMs for close monitoring.  

NABARD vide letter No.185 dated 16.7.2012 has informed the revised operational guidelines of the package.  Accordingly, the claims under the package have to be consolidated State-wise basis and submitted to the Regional Office of NABARD in the prescribed format.  For the State of Karnataka, the controlling office of concerned Banks may submit claims to NABARD Regional Office in the formats under Annexure IV, V & VI (The RRBs as a whole, State Co-op. Banks as a whole and other Scheduled Commercial Banks through their Controlling Offices).  The revised operational guidelines have already been communicated.

(Action: Banks / LDMs)
AGENDA 9.0 :  
SETTING UP OF KARNATAKA FARMERS RESOURCE CENTRE [KFRC]  AT BAGALKOT

The Principal Secretary to Government, Agriculture Department, GoK had entered into MOU among the founder sponsors of KFRC and committed to contribute Rs. 2.00 crore as its share of corpus fund. The GoK was requested for early release of Corpus Fund to KFRC.

Major activities conducted by KFRC during the quarter were -
a) Training programme for BCs under IIBF module for 5 days
b) Technical training programme for Watershed Assistants for 6 days
c)  Eight financial Literacy Programmes for farmers, SHG members and students
d) Training programme on Poultry Farming in 2 batches of 6 days each

e) Training programme on Dairy Development for 3 days
f)  Five exposure visits to various units of successful Dairy, Poultry, Horticulture farms, etc.

AGENDA 10.0 :
REPORT OF THE HIGH LEVEL COMMITTEE TO REVIEW LEAD 

BANK SCHEME - IMPLEMENTATION OF THE 

RECOMMENDATIONS

RBI had advised SLBC to implement the recommendations of the High Level Committee on Lead Bank Scheme.  In this regard, SLBC has initiated steps on the following:
1) Website for SLBC, Karnataka was launched during 112th SLBC meeting. SLBC has hosted in their website the salient features of various Govt. sponsored schemes, both central and state which are in operation in Karnataka.

2)  SLBC has advised Lead banks/Commercial Banks and LDMs to take appropriate steps for implementing the recommendations pertaining to them. 

3) Formation of Sub-Committees: SLBC has constituted 11 Sub-Committees for effective implementation of Lead Bank scheme and other developmental programmes in the State. The minutes of the Sub-Committee Meetings of 1) Credit Flow to Agriculture 2) Financial Inclusion 3) Govt. Sponsored Schemes 4) SHG-Bank Linkage were deliberated in the House.  The minutes of the Meetings of other Sub-Committees are awaited.  The Sub-Committee meeting on ‘Recovery, Rehabilitation & Other Measures’ scheduled on 4.9.2012 could not be held due to administrative exigency.  SBI, the convenor of Sub-Committee has assured to complete the same within a week.
(Action: SBI)

AGENDA   11.0   : 
 REVIEW OF BANKING STATISTICS AS OF JUNE 2012

The Bank-wise position as of June 2012 was reviewed in respect of Branch Net Work, Deposits and Annexure IB for Advances and CD ratio.

Branch Network:
As at the end of June 2012, the total numbers of bank branches in the State were 7932, Out of which, Commercial Banks-5653, RRBs-1376, K.S. Co-operative Apex Banks-40 KASCARD-178, DCC Bank-615, Karnataka Industrial Coop Bank-38 and KSFC- 32 Branches.

ATM : There were 7657 ATMs in the State. Out of which, 573 were in rural, 1479 were in      S. Urban, 2029 were in Urban and 3576 were in Metro areas.

Deposits:

The aggregate deposits of Banks was Rs. 403153 as at the end of June 2012, when compared to the level of Rs. 354999 crore as on June 2011, registering an increase of       Rs. 48154 Crore showing a growth rate of 13.56%. 
Advances:

The total outstanding Advances of Banks was Rs. 298958 Crore as at the end of June 2012 when compared to the level of Rs. 258105 Crore as at June 2011, registering an increase of   Rs. 40853 Crore showing a growth rate of 15.83%. 

Credit-Deposit Ratio:
The Credit Deposit Ratio as of June 2012 was 74.15% vis-à-vis 72.71% as of June 2011 showing an increase of 1.44%. The CD ratio was the highest at 102% in Rural areas as compared to 71% in Semi-Urban, 71% in Urban and 72% in Metro areas. 

Further analysis indicates that some banks with good presence were having CD ratio below 60%. [SBM-59, SBH-57, BOB-59%, IOB-52%, Karnataka Bank-39%]. These Banks were advised to take steps to increase flow of credit to productive sectors of the economy.

Priority Sector Advances:

The outstanding level of total priority sector advances of Banks stood at Rs. 120654 Crore as of June 2012 as against Rs. 109550 Crore as at June 2011 showing an increase of             Rs.  11104 Crore recording a growth of 10.14%. The percentage of priority sector advances of Banks works out to 40.36% surpassing the Benchmark level of 40% as stipulated by RBI. 

The total agricultural advances as at June 2012 were to the tune of Rs. 56706 Crore constituting 18.97% of the total advances of Banks, out of which direct advances to agriculture stood at Rs. 42277 Crore forming 14.14% of total advances as against the bench mark level of 13.5%. 
The outstanding Advances to Weaker Sections by Banks was Rs. 37148 Crore constituting 12.43% of the total Advances with an increase of Rs. 8801 crore over the previous corresponding year level. The outstanding advances to Small & Marginal farmers was to the tune of Rs. 25690 Crore covering about 35.99 lakh accounts, constituting 45.30% of the total Advances to Agriculture. The outstanding advances to SCs/STs were Rs. 8432 Crore constituting 2.82% of the total advances.  

The position of Priority Sector and Weaker Section Advances as at June-2012 was presented to the House.
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 June-2012 stood at Rs.  25667 crore covering 429777 accounts. During first quarter ended June 2012, the Banks had disbursed    Rs.  1475 crore involving 26193 accounts.

Public Sector Banks have formulated Reverse Mortgage Loan Scheme for the benefit of the Senior Citizens. The Banks assisted 595 persons with a loan amount of Rs.  48 crore as at June 2012. Bank-wise position of Housing Loans and Reverse Mortgage loans was presented to the House. 
As regards, Interest Subsidy Scheme for Housing to the Urban Poor [ISHUP], it ended on 31.3.2012.  Rajeev Gandhi Rural Housing Corporation Ltd., (RGRHCL) vide their letter dated 26.6.2012 requested Govt. of India for continuation of the Scheme during the 12th Five Year Plan also.   The confirmation is yet to be received from Ministry of Housing & Urban Poverty Alleviation, GoI.  The representative of RGRHCL was requested to confirm continuation or otherwise of the scheme immediately.  Sri Ateesh Singh, Director, DFS, MoF, GoI informed that the GoI is in the process of modifying the scheme guidelines and solicited suggestions from the participants. 
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 June-2012, the outstanding level of education loans stood at Rs. 3944 crore covering 198527 accounts. Banks have disbursed loans to 6133 students amounting to Rs. 101 crore up to the end of June 2012.  

As directed by DFS: MoF: GoI., SLBC has informed all the Banks to gear-up the flow of credit to Education Sector.   The Indian Banks’ Association has already provided the broad operation guidelines on the modified Model Education Loan scheme.  The GoI advised SLBC to allocate the targets so as to improve the level of outstanding loans under Education from Rs. 3479.70 cr (176241 accounts) as on 31.3.2012 to Rs. 4523.61 cr (211489 accounts) by 31.3.2013.  It clearly denotes that the outstanding number of accounts is to be increased by 35668 accounts and amount by Rs. 1043.91 cr., i.e., the outstanding amount level has to be increased at least by 30% and the number of outstanding accounts by 20%.  Accordingly, all the Banks have been requested by SLBC to advise their Branches to consider all the genuine Education Loan proposals sympathetically and on priority and to ensure stipulated growth in outstanding (account-wise and amount-wise) since human capital development is very much essential for sustainable economic growth of the country.  
(Action : Banks)

Credit Flow to Micro, Small & Medium Enterprises [MSME] – June 2012 

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. 15142 Crore. The advances to Small Enterprises were at the order of Rs.  18104 Crore. The advances to Medium Enterprises stood at Rs.  19141 Crore as at June-2012.  The percentage of advances to Micro & Small Enterprises [Rs. 33246 Crore] was at the order of 63.46% out of the total advances to MSME Sector [Rs. 52387 Crore]. 

The RBI 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 15th from end of the quarter.   

RBI has informed that the extent of Financial Exclusion in the MSME Sector is very high, to the tune of 92% as per the observations made in the 4th Census on MSME.  Hence, it is imperative for Banks that the excluded units are brought in the formal banking sector.  SLBC has requested all Commercial Banks to advise their Branches to play a more pro-active role in the affairs of MSE clients by providing them with financial literacy and consultancy support.  The Banks staff would also be trained through customized training programmes to meet the specific needs of the sector. 

The Ministry of MSME, GoI has empanelled Janodaya Trust, Bangalore and Karkala Taluk Mattada Gramodyoga Vividhoddesha Sangha Ltd, Udupi as Udyami Mitra under Rajiv Gandhi Udyami Mitra Yojana (RGUMY), who are authorized to start registration of entrepreneurs (Udyamis).  The Udyami Mitra is eligible to register beneficiaries from anywhere in the state of Karnataka and would extend handholding support to entrepreneurs.  The contact persons are Sri M. Bheemaiah, Ms Malathy Poojary and Sri Narayan P Pujari (Key Functionaries) respectively.   

(Action : Banks)

The Vocational Rehabilitation Centre for Handicapped, has been established by GoI under Ministry of Labour and Employment in Bangalore.  It is engaged in providing gainful employment to orthopedically handicapped, visually handicapped, hearing impaired, mild mentally retarded and negative leprosy persons in the Karnataka State. Besides employment assistance, suitable clients are encouraged to undergo skill training and also to take up self-employment ventures.  The representative of the Centre solicited support of all the Banks and NABARD to accelerate the flow of credit to physically handicapped individuals and SHGs.  The Chairman-SLBC informed that there is no separate scheme for physically handicapped SHGs and they would be considered for finance under normal SHG programme.
(Action : Banks)

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

Under guarantee scheme of CGTMSE, Banks have covered 7286 units with an approved amount of Rs.  34441 Lac during the first quarter ended June 2012 and cumulative figures were 69122 applications amounting to Rs.  341735 lacs.

Relaxation of certain conditions to augment credit flow to MSE Segment

SLBC has recommended the following suggestions to Credit Guarantee Trust, Mumbai to  facilitate accelerated credit flow to Micro & Small Enterprises – 

1) As per the extant guidelines, filing of suit is mandatory before lodging the CGTMSE claim.  The PM’s Task Force has recommended for waiver of this stipulation while enhancing the limit from Rs.  5.00 lacs to Rs. 10.00 lacs.   

2) The upfront guarantee fee & Annual service fee are to be absorbed by CGTMSE upto Rs. 10 lacs to incentivize and motivate the beneficiaries.

3) The guarantee cover is to be increased from the existing 75% to 85% upto Rs. 10 lacs credit limit to mitigate the risk level of Financing Institutions.  

The CGTMSE had replied that the RBI Working Group has already recommended the above suggestions to GOI and are under active consideration. 

SLBC vide letter dated 21.6.2012 requested CGTMSE again to consider the above recommendations favourably as per suggestion made during the Empowered Committee Meeting of RBI on MSMEs held on 13.3.2012 and 14.6.2012, wherein GM, SIDBI was also present. 

(Action : CGTMSE)

AGENDA 12. 0 : 
IMPLEMENTATION OF ANNUAL CREDIT PLAN (2012-13)
The progress in disbursement under Annual Credit Plan for the quarter ended June 2012 with bank wise position was presented to the House.  

The target under Primary Sector (Agriculture) has been revised from Rs. 30648 crore to 36512 crore in tune with guidelines received from Govt. of India through NABARD.  

Banks have disbursed Rs. 12554 crore during the first quarter ended June 2012 under ACP against revised annual target of Rs. 54503 crore recording an achievement level of 23% under Total Priority Sector.  Achievement under Secondary sector was 40% and that of Tertiary sector was 16%.  Banks have disbursed Rs. 6567 crore under crop loans against the annual target of Rs.  22223 crore registering an achievement of 30% of annual target despite prevailing severe drought condition in 142 Taluks.

AGENDA  13.0 :
       CENTRAL AND STATE SPONSORED SCHEMES

13.1:       PRIME MINISTER EMPLOYMENT GENERATION PROGRAMME [PMEGP]                    

Khadi & Village Industries Commission [KVIC] is the nodal agency for implementing Rural Employment Generation Programme [REGP] of GOI, Ministry of Micro, Small & Medium Enterprises [MSME].   The progress under PMEGP as on 3.8.2012 was presented to the House.  The concerned Nodal Banks were requested to settle the pending claims on priority since KVIC has already deposited the funds with the concerned Nodal Bank Branches.
(Action : Banks)

13.2 :
SWARNA JAYANTI GRAM SWAROZGAR YOJANA (SGSY) [2012-13]
Progress under SGSY as of June 2012 and Disbursement of credit & subsidy to weaker sections under SGSY as at June 2012 were presented to the House.

The Govt. of India has approved restructuring of SGSY as National Rural Livelihood Mission (NRLM) and accordingly Karnataka has remodeled the Scheme under the banner ‘Sanjeevini’.   The Mission Director has been appointed for looking after Karnataka State Rural Livelihood Promotion Society (KSRLPS).  Nine Banks have already submitted the details of SHGs and the remaining Banks were requested to submit the details in the prescribed format as desired by KSRLPS.
13.3 :      SWARNAJAYANTI SHAHARI ROZGAR YOJANA (SJSRY) – 2012-13
The target for the year was informed to the House under USEP and UWSP.  As per the schedule, the Nodal Agency (DMA) is involved in preparatory activities like documentation, site verification, sustainability of project, etc. upto July 2012. Hence, financial and physical progress in the first quarter is Nil.

13.4:   SCHEMES OF Dr. B. R. AMBEDKAR DEVELOPMENT CORPORATION LTD
The progress as at June 2012 was presented to the House.

13.5: 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 June 2012 was presented to the House.

13.6 : SCHEME OF KARNATAKA MINORITIES DEVELOPMENT CORPORATION 

The Corporation is implementing the Swavalambana scheme. Progress as at June 2012 was presented to the House.

13.7: 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 progress as of June 2012 was presented to the House.

AGENDA 14.0 :
SPECIAL FOCUS PROGRAMMES

14.1     CREDIT FLOW TO MINORITY COMMUNITIES 

The Banks have extended loans to 109626 beneficiaries amounting to Rs.  1080 Crore up to June 2012. The outstanding level of advances to Minority Communities as at the end of June 2012 was Rs. 13505 crore constituting 11.19% of PSA.  Bank wise details of credit disbursement upto June 2012 & outstanding balance as at June 2012 were presented to the House.   The outstanding level of credit to minority communities in the identified districts (Bidar, Gulbarga & Dakshina Kannada) as at June 2012 was also presented to the House.  The flow of credit to minority communities in all the three districts have increased and surpassed the stipulated target of 15% of priority sector advances in the respective districts. 

14.2 : 
CREDIT FLOW TO WOMEN

Banks have disbursed Rs. 1795 Crore to 147176 Women Beneficiaries upto June 2012. The outstanding level of Advances to Women Beneficiaries was Rs. 23915 Crore as of June 2012 constituting 8.00% of total of advances vis-a -vis stipulated target of 5%.

14.3  : 
KISAN CREDIT CARD

The Banks have issued 215262 KCC Cards upto June 2012 with credit limit of Rs. 2439 Crore.  Agency-wise number of Cards issued was presented to the House.

NABARD had informed that KCC scheme to be made a Smart Card cum Debit Card based on the recommendations of the working group set up by the DFS : MoF : GoI.  It also informed the need for adequate publicity measures such as distribution of literature/ leaflets containing “must know features of revised KCC” to the farmers and display of posters about revised KCC scheme in the branch premises. Both the DFS, MoF: GOI and RBI have advised all Banks to implement revised KCC scheme from current year for all new accounts as well as accounts which are due for renewals.  Banks are aware that the issue of revised KCC had been discussed in the 121st SLBC meeting held on 29 May, 2012. The salient features of the guidelines had been circulated to all the Banks by SLBC.  RBI has made certain changes in the revised KCC and Banks were requested to take note of the same.
All Banks were requested to provide wide publicity of the scheme and implement the revised scheme from the current cropping season itself. The withdrawal from KCC should be made through ATM/ Debit Cards.

SLBC had also requested the Banks to confirm having advised all their branches on implementation of new KCC scheme and select 1-2 villages in their area of operation for coverage of every eligible household in the village.  Further, it is to be ensured that all the villages are to be covered latest by September 2012.

(Action : Banks / LDMs)
AGENDA  15.0           SELF HELP GROUPS

Progress under SHG Bank Linkage as at June 2012 was presented to the House. 

Commercial Banks (direct) have credit linked 5785 SHGs with an amount of Rs. 130.88 crore and indirectly 2675 groups with a limit of Rs. 26.00 crore.  RRBs could credit link 4437 groups with an amount of Rs. 96.83 crore and Co-op. Banks have credit linked 5131 groups with a limit of Rs. 70.20 crore during the first quarter.                                                            

The Goal set by NABARD for 2012-13 :
a) Promotion of 50,000 new SHGs in districts where the density of SHG is low. 

b) Credit linkage of 1,50,000 new SHGs in the State.

c) Enhancing the per group finance to Rs.2.50 lakh/group to facilitate members of SHGs to take up income generation activities.

d) Promotion and linkage of 40,000 JLGs during the current fiscal.

Banks in consultation with NGOs/ DDMs of NABARD may chalk-out a detailed livelihood plan for each district to facilitate SHG members to become Micro-Entrepreneurs in due course. 

The scheme of GoI of formation of women SHGs is already under implementation in Chitradurga district. Recently, Gulbarga district has also been identified for the said scheme and SBI was requested to sign the agreement with NABARD. 
NABARD has also formatted a scheme to involve SHG federation in formation and nurturing of SHGs. However, federations identified as SHPI should not involve in Financial Intermediation. They have also stressed for up-scaling SHG-Bank Linkage Programme with the wholehearted support from Banks.  All the Banks were requested to submit district-wise data on SHG formation and credit linkage to NABARD, Regional Office, Karnataka. MIS may include data of Active and Inactive SHG Accounts. Data of JLGs should also form part of MIS by appropriately distinguishing SHGs and JLGs separately.

(Action : Banks)
AGENDA 16.0 :
LENDING THROUGH MFIs:

Association of Karnataka Micro-Finance Institutions (AKMI) is overseeing the workings of various (23) MFIs, has informed that the loan outstanding given by various MFIs in Karnataka as on June 2012 was Rs 3355 crore covering 4158518 accounts. Out of which, overdue is only 2.01%.  AKMI has conducted (a) One day workshop on RBI regulations and its compliance by MFIs (b) Financial Literacy Programme at Chickballapur (c) Workshop on Micro Pension during the quarter. 

AGENDA 17.0 : 
STREE SHAKTI PROGRAMME

The progress under Stree Shakti Programme as furnished by the Women & Child Development Department, Govt. of Karnataka, for June 2012 was presented to the House. 

AGENDA 18.0 : 
UDYOGINI SCHEME OF KARNATAKA STATE WOMEN’S   

DEVELOPMENT CORPORATION [KSWDC] 

Karnataka State Women’s Development Corporation, the Nodal agency for Udyogini scheme has informed that they are yet to allot the target as they are in the process of selection of District-wise beneficiaries.

AGENDA 19.0 :
IMPLEMENTATION OF SPECIAL SCHEMES

A]
Agri-Clinics / Agri-Business

The outstanding under Agri-clinics/Agri-Business as of June 2012 was for 2422 Clinics       (Rs. 175 cr) & 293 Agri-Business units (Rs 11.94 crore).   During the quarter, Banks have financed 89 Agri-clinics (Rs. 1.63 crore) & 14 Agri-Business Centres (0.70 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 and to take advantage of Capital Subsidy available to the above schemes.

(Action : Banks)
B]
Rural Godowns

The Banks have financed 260 Rural Godowns with credit limit of Rs. 13.38 crore during the quarter ended June 2012.  The outstanding amount was Rs. 416.42 crore comprising 3540 accounts.

C]
Implementation of National Horticulture Board [NHB] Subsidy Scheme

During the year 2012-13 upto 18.8.2012, NHB has released subsidy in respect of 152 proposals under the scheme amounting to Rs. 655.24 lakh, which was approved by the State level Committee. 

D]
Implementation of Differential Rate of Interest (DRI) schemes

Banks have financed 32239 beneficiaries amounting to Rs 4773 lakh constituting 0.02% of total advances of scheduled commercial banks. All the banks were requested to increase credit flow under DRI scheme as per RBI guidelines, so as to reach 1% of the total credit.

(Action : Banks)
AGENDA 20.0 :
RECOVERY

20.1 : 

RECOVERY OF BANK DUES UNDER GOVERNMENT SPONSORED 

               
SCHEMES

The summary of scheme-wise NPA position as at June 2012 was presented to the House.  Nodal agencies [DIC, RDPRD/Zilla Panchayat, ULB (municipalities)] were requested to extend assistance to banks for recovery of overdues in co-ordination with Banks. 
20.2 :  
NON-PERFORMING ASSETS POSITION :

There were 786885 NPA a/cs involving an amount of Rs. 15473 crore as of June 2012, accounting for 5.18% of total advances. The Farm sector accounted for 331562 a/cs, with a balance of Rs.  3757 crore constituting 6.63% of advances to agriculture.  

20.3 : RECOVERY UNDER SARFAESI / DRT / LOKADALAT

Banks have recovered Rs. 140.97 crore against outstanding balance of Rs. 535 crore under SARFAESI Act, Rs. 7.63 crores against outstanding balance of Rs. 221 crore under DRT and Rs. 1.37 crore against outstanding balance of Rs. 7.53 crore through Lok Adalat.

20.4: RECOVERY UNDER KPMR & KACOMP ACTS

As of June 2012, 25516 cases filed by Banks under RR Act were pending before Revenue Authorities involving an amount of Rs. 160 Crore.  The Banks have filed 1954 applications during the first quarter of 2012-13 involving loan amount of Rs. 7.29 crore. There were 8788 cases pending for more than 3 years for recovery under RR Acts.  

AGENDA 21.0:
COFFEE DEBT RELIEF PACKAGE 2010 

Coffee Board had informed that the GoI has extended time upto 30.09.2012 to finalise the CDRP claims.   They had also informed that the Banks were required to submit all the pending claims to Coffee Board on or before 31.8.2012 in the prescribed format.  Further, they informed that this being the last opportunity available to settle all claims and cover all eligible growers under the CDRP-2010, the Banks need to ensure that no eligible beneficiary is deprived of relief.  SLBC has already informed the above points to all the concerned Banks and also enclosed copy of Annexure-I (Certificate on passing the CDRP benefits to borrowers’ accounts & Certificate for having verified / reconciled at BLBC level), Annexure-II (Utilisation Certificate for the funds received) & Annexure-III (Impact Study-Small Growers / Medium Growers) for needful action and for submission to Coffee Board from their end directly.

AGENDA 22.0:  RURAL SELF-EMPLOYMENT TRAINING INSTITUTES
The First State Level Steering Committee Meeting on R-SETIs was held and the minutes were circulated to all the participating Banks by SLBC.  In the meeting, the concept of R-SETIs and the commencement of movement way back in 1982 at Ujire, near Dharmasthala to train and guide the rural unemployed youth and also to build confidence to embark upon gainful self-employment activity were informed in detail.  The model has been widely acclaimed by all the quarters, especially Ministry of Rural Development, GoI and has been recognized as a national model.  All the Banks have been directed to sponsor such Institutes in their Lead Districts.  Accordingly, major Banks / Lead Banks have sponsored R-SETIs to impart need based training and instill confidence among rural un-employed youths to take up gainful and bankable self employment activities. Residential trainings are conducted free of cost. During the post training period, vigorous follow up is made to ensure settlement of trainees either through own funds or through bank finance.  Beneficiaries under Govt. sponsored schemes and SHG members are also being trained, besides training BCs and other Developmental agents/ functionaries.   The GoI has taken up the exercise of Grading R-SETIs based on their performance.  The State Project Coordinator, National Academy of R-SETI was advised to collect monthly progress report from all the Institutes and submit the consolidated report to SLBC.  The Institutes can outsource for recruiting local people as per MoRD guidelines.

The Mission Director, Sanjeevini (KSRLM) appreciated the work done by R-SETIs in the State as Karnataka is at the top in the country.  The SGSY scheme has been revamped and remodeled as National Rural Livelihood Mission (NRLM) by incorporating lot of changes.  In the erstwhile SGSY scheme, subsidy was the major component, whereas in the revised NRLM scheme, capacity building has been accorded top priority with 60% of funds earmarked.  The State Administration is providing site for construction of building and GoI is providing grant for construction of building.  The sponsor Banks have to manage the training activities.  If any dispute is there regarding site allotted for R-SETI from the Villagers / Public / other Departments like Forest Dept., the issue can be addressed to the concerned Dy. Commissioner.  All sponsor Banks were requested to complete the building construction work, deputation / recruitment of staff and other infrastructures to have readiness to take off the scheme in full swing.  The Institute-wise status report on construction of Buildings was reviewed.

(Action : Banks / State Project Co-ordinator)
Request for waiver of Rent payable by R-SETI at Bellary:  During the 119th SLBC meeting, it was informed by Syndicate Bank (Sponsor Bank) that the DIC, Bellary has raised a demand of Rs 63,91,800 as arrears of rent payable by R-SETI, Bellary as per Audit comment. SLBC has requested the GOK to waive the rent since the State Administration has to provide rent free accommodation / free site for R-SETIs in terms of MoRD guidelines. The Commissioner, Directorate of Industries and Commerce had recommended to the Secretary, Dept of Industries and Commerce, GOK for waiver of full rental amount. Recently, the Directorate of Industries & Commerce, GOK has informed DIC, Bellary that there is no provision for waiving the rent payable by R-SETI, Bellary sponsored by Syndicate Bank. It was suggested again for reconsidering the decision to waive the rent as the Institute is rendering yeomen services in empowering the rural un-employed youths with a social objective without any profit motto. This was discussed in the SLBC meetings also.  The RDPR Dept. was requested to take up the issue with Dept. of Industries & Commerce for needful action.
The Secretary, Dept. of Industries & Commerce assured to revisit the issue and reconsider favourably the waiver of rental arrears.

(Action : Industries & Commerce Dept., GoK)

AGENDA 23.0 :
SCHEME FOR IMPROVING PRODUCTIVITY AND FARM INCOME 

OF ARECANUT BASED FARMING SYSTEM IN KARNATAKA

DFS: MoF : GoI has informed the scheme guidelines for improving the productivity and Farm Income of Arecanut based farming system in the State and requested NABARD to implement the scheme in coordination with SLBC convenor Bank.  As advised by NABARD, SLBC had convened a Special Meeting to deliberate on the guidelines issued by DFS: MOF: GoI.  The minutes of meeting were circulated among stakeholders by SLBC requesting the concerned Banks and LDMs to initiate needful action as it is time bound programme.  The package guidelines were also published in Udayavani (leading daily in Arecanut belt) by SLBC.   Banks were requested to report the developments to SLBC.  As per the information gathered from Syndicate Bank, Vijaya Bank, Corporation Bank, BoB, Chiko Grameena Bank & KSCARD Bank, 47907 loanees were issued notices in duplicate, 48296 term loans have been rescheduled involving Rs. 131.32 crore.  The amount of penal interest waived was Rs. 2.58 crore.  2608 crop loan accounts with an aggregate amount of Rs. 18.61 crore have been converted into Term Loans.  ING Vysya Bank, Karnataka Bank & Federal Bank have submitted ‘Nil’ report.  The other Banks were requested to submit the report in the prescribed format immediately.

SLBC had sought clarification from NABARD on the following points:
1) Whether the loan accounts, which were overdue as on 31.3.2009 and got closed before 31.3.2012 are entitled for scheme benefits.  Similarly, the loan accounts overdue as on 31.3.2009 but got regularized as on 31.3.2012 and still outstanding in the books are eligible for scheme benefits.

2) Whether the eligible loan accounts can be rephased after 31.3.2012 also by waiving the penal interest since the guidelines were issued at the close of the year and wherever the loanees are deceased, it requires more time to rephase the accounts as legal heir / succession formalities are to be completed.  

(Action : NABARD)
AGENDA 24.0: OPENING OF STUDENTS’ ACCOUNTS FOR SCHOLARSHIP PURPOSE

The Social Welfare Dept, GoK had requested SLBC to advise the Banks to open No frills/ Savings Bank accounts on priority for the Students hailing from SC/ST/Weaker sections for the purpose of Scholarship. In ths regard, SLBC has requested the Dept to include the names of RRBs in their list & enable them in their online system for opening of Students’ accounts as they have fully migrated to CBS platform & provided with IFS Code for online transfer of funds. Further, the Dept was also requested to advise the District Officials to extend the date upto October 2012 from the present August 2012 since the Banks need to complete the task of opening at least one account per family in accordance with GoI guidelines to ensure direct transfer of Govt benefits to the accounts of the beneficiaries to avoid delay & ensure transparency.
(Action : Social Welfare Dept GoK)
AGENDA 25.0: SUBMISSION OF VARIOUS STATEMENTS BY BANKS AND LDMs

Department of Financial Services, MoF, GoI, RBI, NABARD, Govt. Departments are frequently calling for information on Financial Inclusion Plan, Adoption of BCs with their names and mobile number, ICT statement, EBT payment details, GIS, opening of SB account per family both in Rural and Urban areas etc.  SLBC convenor is required to collate the statements and submit the same to various stake holders.  In the process, SLBC has been repeatedly contacting the State Coordinators of Banks / LDMs for the information.  SLBC requests all concerned to respond immediately whenever called by furnishing accurate and consistent data for consolidation.                                                                                               
(Action : Banks)
AGENDA 26.0:
NABARD AGENDA ITEMS

A. Watershed Development Programme

NABARD has been implementing 231 Watershed Development Projects which is a techno-economic-social programme with an aggregate sanctioned amount of Rs. 170.00 crore including 136 projects with an outlay of Rs. 117.00 crore in the 6 distressed districts covered under Hon’ble Prime Minister’s Package viz., Hassan, Chitradurga, Belgaum, Shimoga, Kodagu and Chickmagalur. The area covered under WD projects is 3.30 lakh ha including 1.86 lakh ha in 6 distressed districts.  With the treatment of land and creation of soil and water conservation structures, the quality of agricultural land under Watershed Projects is improving substantially.  However, the farming community in the Watershed area would be able to derive optimum benefit from the interventions if there is an increase in credit flow from the institutional sources to support adoption of improved agricultural practices, crop diversification, allied agri activities etc. 

B. Farmers’ Club Programme

Farmers Clubs are an effective mechanism for the banks and villagers to come on one platform for providing banking services and improve the credit flow to the villages particularly for agriculture. The Farmers’ Clubs are not only helpful in adoption of agricultural technology by the farmers; it also increases scope for mobilising agricultural business by the banks. The promotion of Farmers’ Clubs by banks is therefore, of utmost importance for each of the Rural Bank Branch.  NABARD has been supporting the promotion of Farmers Clubs with a grant of Rs.10,000/- per year for a period of three years. The officials of the Commercial Banks, RRBs and SCB/DCCBs are requested to advise the Branch Managers to promote at least 5 Farmers’ Club per Branch during the current year. In case, the bank intends to avail of the services of NGO for promotion of Farmers’ Clubs, NABARD can sanction a grant of Rs.2000/- per Club to the NGO through banks. The support of Rs.2000/- to the NGO will be over and above Rs.10,000/- indicated above. NABARD has set a target for formation of 1150 Farmers’ Clubs by banks/NGOs during the current year. All Banks are requested to evince keen interest in sponsoring Farmers’ Club.  

(Action : Banks)
C. Promoting Farm Productivity: 

NABARD has taken various initiatives to improve farm productivity through its Farmers’ Technology Transfer Fund. Some of the projects implemented in the State are as under:

a) System of Rice Intensification through 7 projects in 5 districts.
b) Pilot Project on Augmenting Productivity of Lead Crops in 6 districts.

c) Pilot Project on Technology Transfer, Credit Counseling and Market Advocacy through - promoting 6800 Farmers Clubs as platform for technology transfer and enhancing credit flow for agriculture in villages.

d) Farm Innovation Promotion Fund to support innovations in agriculture.

e) Supporting Seminars/Conferences on agriculture development through Research and Development Fund. 

Improving the farm productivity would also increase the business levels of the banks and in this regard NABARD would support training cum exposure visit of farmers by banks to various KVKs/SAUs/ICAR institutes as also the successful private farms, etc. A group of 20 farmers can be sanctioned a grant upto  Rs.60,000/- for 3 to 4  days training cum visit under Capacity Building for Technology Adoption (CAT) Programme of NABARD. 

All the Banks were requested to make use of above scheme. 

(Action : Banks)
D. Timeliness and consistency in LBR submission

Though the issue has been taken up incessantly in various fora including SLBC, delayed and incomplete submission of LBR remains a major issue. In Karnataka, DDMs of districts like Bagalkot, Bijapur, Belgaum, Hassan have reported that the time taken for submission of LBRs is too long and the submission percentage is also very low.  Hence, all the LDMs/Banks were requested to ensure 100% submission of LBRs for reporting actual performance at taluk/district/state level & also to match with the reports submitted by controlling offices of Banks to SLBC to ensure consistency and integrity of data.
(Action : Banks / LDMs)
E. Swarojgar Credit Card (SCC) 

NABARD is monitoring the progress and implementation of SCC Scheme in its capacity as the nodal agency and programme holder of the Scheme. A target of issuing 40,000 cards, by all banks, has been set for the State.  As per normal trend, 50% of the target i.e. 20,000 cards have already been allocated by NABARD to DCCBs and RRBs. SLBC was requested to allocate the balance target of 20,000 cards amongst all commercial Banks soon. 

     (Action : SLBC)
The meeting concluded with Vote of Thanks by Sri Ravi Chatterjee, Executive Director, Syndicate Bank-Convenor Bank.
Agency-wise list of participants is enclosed.
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