STATE LEVEL BANKERS’ COMMITTEE - KARNATAKA

Convenor – SYNDICATE BANK, REGIONAL OFFICE, BANGALORE.

MINUTES OF THE 114th SLBC MEETING HELD ON 26.10.2010
The 114th SLBC Meeting was held on 26.10.2010 at the Conference Hall, III Floor, Vidhana Soudha, Bangalore.  Sri. Basant Seth, Chairman-SLBC and CMD, Syndicate Bank presided over the Meeting.  He warmly welcomed Sri.Abhijith Dasgupta, Addl Chief Secretary and Development Commissioner, GOK, Sri.K.R.Das, General Manager [Officer In Charge], RBI and Dr.H.N.V.Prasad, General Manager, NABARD for the meeting. 

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

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

The Chairman said that Government of India and Reserve Bank of India have accorded Top Priority for achieving inclusive growth by implementing financial inclusion Programme.

He said that Banks have adopted technology to increase the penetration. Though the progress made by banks in Karnataka, during the last few years is generally satisfactory , it is still felt that the benefit of technology did not percolate to the financially excluded. As a result, banking transactions have not become cheaper, easier and faster due to deficiency in delivery model, absence of Business Process Re-engineering [BPR], as also lack of infrastructure.  At this stage, he said, a planned, strategic and massive collaborative effort from all stakeholders to leverage technology in an effective way, bringing more people into banking fold, reducing costs and thereby, ensuring benefits of technology indeed results in inclusive banking particularly for customers residing in villages.
He asked banks to submit their Board approved Financial Inclusion Plan to achieve the objective of providing banking facilities to all villages having population more than 2000.   3395 villages with population over 2000 presently having no banking facility, will be covered by March 2012. He requested banks to implement Financial Inclusion Plan in right earnest and achieve the target by putting in place the required infrastructure/Technology.

He said that the Sub-Committee on Financial Inclusion has already met and has made interalia the following observations:  

1. Opening of accounts does not indicate FI, it implies add-on facilities like small OD, remittance facilities and micro insurance products etc.,

2. Every household should have a KCC/GCC

3. Speedy implementation of EBT projects.

4. Each bank under the aegis of SLBC to conduct an exercise in assessing the capacity of their respective TP’s for completing EBT projects.

5. Tripartite meeting between Lead bank along with banks implementing EBT project (in 6 dists) Govt. and TPs should be arranged to sort out the operational issues.

He requested all participants to take a careful note of the above cited observations and ensure their implementation.

He felt that UID programme which has already been launched by the Govt. of Karnataka will be a great facilitator for Financial Inclusion as it will help banks to comply with KYC norms and open no frills accounts relying on UID registration.

He informed that IBA will shortly be launching a National level publicity campaign for creating awareness among the rural masses under the financial inclusion action plan.  He said that SLBCs are expected to carry forward this campaign in a big way. He requested all Banks present to wholeheartedly participate in this endeavor and look forward to the sub committee of SLBC on financial inclusion to deliberate and guide for effective implementation.
2.   Flow of Credit to Agriculture:

He said that in order to achieve an annual growth of 4% under Agriculture, there is a need to step up flow of credit to Agriculture specially to focus on investment credit in addition to the thrust on short term credit. Banks have reported outstanding level of  42668 crore as at June 2010 under Agriculture registering an  increase  of  10957 crore over corresponding June 2009 position thereby showing an increase of 34.55%.
He informed that Govt. of Karnataka has sanctioned Interest Subsidy Scheme on Crop Loans [up to Rs. 50000] to farmers at an interest rate of 3% through Public Sector Banks and Regional Rural Banks which is in addition to the subsidy provided by GOI. Since this is an incentive based scheme linked to repayment within the due date, he requested the banks to provide wide publicity for popularizing the scheme and also claim appropriate subsidy after proper verification of data.

Further, he requested all Banks and Govt Departments to work together to ensure to cover all eligible farmers including new farmers in the State under Kisan Credit Card scheme to achieve the target of issuing 10 lac cards for the year 2010-11.

3.   Micro and Small Enterprises Sector:

The Chairman informed that, to support Micro and Small Enterprises Sector, RBI has advised banks not to insist on collateral security mandatorily, in case of loans upto Rs.10 lac. All scheduled commercial banks should therefore ensure enhanced credit flow to this crucial sector and achieve the targets set both for quantum of credit as well as number of beneficiaries. He requested all scheduled commercial banks to take maximum advantage of guarantee scheme operated by CGTSME to provide collateral free credit to meet the targeted growth. 

4. Housing Loans:
He requested all banks to provide the required focus to Housing Loans with special attention to affordable housing Interest Subsidy Scheme for Housing Urban Poor [ISHUP] which is aimed at facilitating institutional loans to Economically Weaker Sections ( EWS) and Lower Income Group (LIG) beneficiaries with interest subsidy of 5% for loans upto Rs.1.00 lakh.  The credit flow under the scheme is still to pick up and he requested the forum to go through the following suggestions made by the SLBC Sub Committee to improve disbursals under the scheme:

Major hurdle expressed by the Bankers is the absence of proper Title Deed of the beneficiaries. It is suggested to accept certain documents  based on the nature of title deed as under :

a. In respect of layouts formed by UCLB’s on Govt Land and distributed to beneficiaries, the title certificates [Hakku Patra] issued by UCLBs may be accepted.

b.  In case of sites formed on revenue land and distributed, the title certificates issued by revenue authorities may be accepted.

c. Govt allows formation of layouts in lands owned by it and sites are distributed on the recommendations of Ashraya Samithi which issues the title certificate. These may be accepted as proof of title.

d. There are also cases wherein:

(i)  Beneficiaries acquire sites in the revenue land through purchases without conversion of land.

(ii) Beneficiaries construct temporary structures in the Gramthana /Revenue area and pay tax for the same.

In the above cases, entry will be made in the Urban Property Registers which is a proof of title for the beneficiaries.  Further, the beneficiary pays property tax for which receipt is available. Hence, it is opined that bankers could accept the Khata Extract as a proof of title along with tax paid receipt which indicates the name of the borrower. 

5. Education Loans : 

In Karnataka, the Chairman said, banks have shown Y-O-Y growth of 21.37% in the level of outstanding advances under education loans upto June 2010.  This performance is considered moderate when seen in the light of large number of professional colleges in the State and subsidy of 6% interest provided by the Govt. of Karnataka for Education Loans for professional courses and also the Govt of India interest subsidy scheme for students belonging to economically weaker sections with parental family annual income less than Rs 4.50 lakhs.  Hence there is need to step up credit for this deserving sector.  Under the scheme, State Govt, has to notify the designated authorities to issue income certificate, which needs to be expedited by Govt. of Karnataka.

6. Credit to Weaker Sections :

He was happy to inform that the banks have shown Y-O-Y growth of 47.10 % in the level of outstanding advances under weaker sections as at June, 2010 over the previous year. This is satisfactory.  However, he also requested member banks to go through the following suggestions made by the SLBC sub committee formed for this purpose so that credit flow to this sector continues without impediment.

1. There has been inordinate delay in sanctioning loans and percentage of rejections are more.

2. Banks while rejecting unviable proposals may suggest alternate projects to the beneficiaries.

3. There is need for sensitization of operational level staff for better implementation of projects.

4. Banks may extend collateral free loans to above sections.

5. Flow of credit to minorities in Gulbarga district is poor, which is minority identified district.

It is also observed by the Committee that Banks do not regularly return the subsidy in case of rejected applications.  Bankers are requested not to issue NOC to beneficiaries who have availed loan under Margin money Scheme, till the Margin money availed from corporations is closed.  These aspects may be looked into by the Controlling Offices.

7. Credit to Minority Communities :

He said that Banks have shown a satisfactory Y-O-Y growth of 33.38% growth in the level of outstanding advances under minority communities as at June, 2010.  It is mandatory to achieve a minimum level of 15% of Priority Sector Advances. 

8. Self Help Group, Joint Liability Groups and Micro Credit :

He reiterated that Micro-finance sector has covered a long journey from micro-savings to micro-credit and then to micro-enterprises and now entered the field of micro-insurance, micro- remittance, micro-pension and micro-livelihood. This gradual and evolutionary growth process has given a great boost to the rural poor in India to reach reasonable economic, social and cultural empowerment, leading to better life of participating households. He requested Banks to continue this focus on forming more and more SHG/JLG and providing credit linkage for improving the livelihood of rural poor.

9. High Level Committee to Review Lead Bank Scheme:
In terms of the Committee recommendation, Creation of Central Nodal Agency and implementation of a Centralized Data Repository System (CDRS) would ensure convergence towards the rationalization of returns.  The data from the branches would be located in the CDRS and any user with access rights would be able to extract their required information in the desired format as per his/her requirements. He recommended that the revised PSMIS and CDRS may be implemented on a pilot basis in one or two states before extending to the entire Country. He suggested that SLBC can form a sub-committee to deliberate on the above and come out with suggestions for implementation which will go a long way in improving the MIS.

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

The Chairman said that banks have been actively participating in the implementation of various schemes sponsored by Central and State Government in coordination with the respective nodal agencies/departments.  He requested the Banks and the Line Departments to work in tandem to implement the various central Govt. schemes like Prime Minister’s Employment Generation Programme (PMEGP), Swarnajayanthi Gram Swarozgar Yojana (SGSY), Swarna-Jayanthi Shahari Rozgar Yojana (SJSRY), DRI and other Govt. sponsored schemes in right earnestness during the year 2010-11 and achieve the target well in advance.

11.   Banking Statistics

He placed before the members in brief the business trends and performance of banking sector as at June 2010.

· Aggregate deposits of Banks as at June 2010 stood at Rs.283571 Crore registering an impressive incremental growth of Rs.75173 Crore over the level of June 2009 i.e., Y-O-Y growth of 36.07%. 

· Outstanding Advances of Banks as of June, 2010 was Rs.226879 Crore compared to Rs.156759 Crore as at June 2009 registering an Y-O-Y growth of 44.73%.

· CD Ratio as at June 2010 was 80.01 per cent, which is above the national average of 72.60 per cent.  

· Outstanding level of Priority Sector Credit as of June 2010 was Rs.91858 Crore constituting 40.49 per cent, surpassing RBI stipulation of 40 per cent.

· Level of agricultural advances was at Rs.45668 Crore, forming 18.81 per cent of bank credit, which is above RBI stipulation of 18 per cent.

· Advances to MSME sector stood at Rs.34120 Crore as at June 2010 compared to Rs.23408 Crore in June 2009 showing a growth of 45.76%.

Under Annual Credit Plan for the year 2009-10, all Banks have disbursed loans amounting to Rs.7696 crore under Priority Sector as at June 2010 against annual projection of Rs.38952 Crore attaining 19.76 per cent of the target.
Sri. Abhijith Dasgupta, Additional Chief Secretary and Development Commissioner, Govt of Karnataka in his speech said that he is happy to be a part of the 114th SLBC meeting which was of utmost importance in the present financial scenario. He said that though there has been some progress in the financial sector, only statistical data in some areas were comparable with other States. He also agreed that some of the figures quoted were low because of improper and untimely reporting. He asked all the banks and Departments concerned to take up prompt reporting for correct reflection of figures.
The following points were covered in the speech :
· Flow of credit to SC/ST and Minority continue to be low which is an area of concern.

· CD ratio of banks is low in Karnataka. In Bangalore city it is 75% whereas in Hyderabad it is 140%. Bank branches in Bangalore should improve and take a hard look
· High Level Committees have been set up, the recommendations of which should be implemented in true earnest.

· 11 Sub Committees were set up which should improve performance in respective sectors. Functioning of the Sub Committees shall be reviewed every 3 months the performance of these committees may be reviewed.

He was happy to note that Sericulture Commissioners comments were incorporated in the Agenda. He also advised the concerned officials to take care of the following : 
· Look into the request of bankers for increase in 3% Interest Subsidy for crop loans from Rs.50000/- to Rs.100000/-.
· Central Registry for Noting of Charges.

· Promoting ISHUP Scheme. 

· Stamp Duty – Reducing stamp duty for simple mortgage. 
· Kisan Credit Card issue. Increasing Agricultural Credit.

· Sub Committee on Recovery shall meet and come out with suggestions.
He then invited the floor to deliberate on some suggestions/solutions.

Sri.K.R.Das, General Manager and Officer In Charge, Reserve Bank of India in his speech 
extended warm greetings to all the dignitaries on the dais and senior officials of the State Government and the banks.  He explained, in chronological order, the recent regulatory developments since the date of last SLBC meeting held on July 28, 2010.

A. Recent Regulatory Developments: 

(i) RTGS / NEFT / NECS / ECS - Delays in affording credits and / or return of transactions by member banks (circular dated August 5, 2010)
RBI had been receiving complaints regarding non-credit, delayed-credit and delayed-return of transactions routed through the electronic payment mode. Member banks are also found not to be paying the penal interest for delayed credits to beneficiaries’ accounts as provided for in the Procedural Guidelines. This results in inconvenience to customers and loss of credibility in the system. This could also adversely impact the growth of electronic payment systems in the country. Keeping in view the seriousness of the issue and to ensure proper and efficient management of these systems, all member banks participating in the electronic payment systems viz., RTGS, NEFT, NECS and ECS variants are advised to strictly adhere to the various provisions contained in the respective Procedural Guidelines as also instructions / circulars / guidelines issued by the Reserve Bank of India from time to time, while handling electronic payment system mode. 
(ii) Scheme of 1% interest subvention on housing loans upto Rs.10 lakh (our circular dated August 9, 2010)
The Union Finance Minister during his Budget Proposal for 2009-10, had announced a Scheme of 1 per cent Interest Subvention in respect of individual housing loans upto Rs.10 lakh, provided the cost of unit does not exceed Rs.20 lakh. It will be implemented through the Scheduled Commercial Banks and Housing Finance companies throughout the country and will be in operation for the period beginning October 1, 2009 and upto March 31, 2011. The Reserve Bank of India (RBI) will be the nodal agency for the Scheme. After sanctioning and disbursing the eligible loans, Scheduled Commercial Banks will claim disbursement of subsidy from the Reserve Bank of India on a monthly basis. Banks are advised to put in place a suitable mechanism to ensure that the eligible borrowers avail the benefit of interest subvention for one housing unit only. 

(iii) Allotment of Lead Bank Responsibility to State Bank of India (circular dated August 25, 2010)

RBI has decided to assign the Lead Bank responsibility of the newly formed district Yadgir to State Bank of India. He requested State Bank of India to ensure effective implementation of the various poverty-alleviation and employment-generation schemes in the district, as also, to take initiatives for routing NREGA wages, Social Security Pension payments, etc. through the banking system.

(iv) Opening of No-Frills accounts by students for availing various Government Scholarships (circular dated August 26, 2010)

Banks are not opening ‘no-frills’ accounts in favour of students from minority communities, who wish to avail of the scholarships being awarded by the Ministry through the State/UT Governments. In this connection, it is informed that RBI has already instructed the banks to open no frills accounts vide circular DBOD.Leg.BC.44/ 09.07.005/2005-06 dated November 11, 2005. In addition, as per the Master Circular RPCD.SP.BC.No.4/09.10.01/2010-11 dated July 1, 2010 on Priority Sector Lending - Credit Facilities to Minority Communities, the banks are required to take care to see that minority communities secure, in a fair and adequate measure, the benefits flowing from various Government sponsored special programmes. The banks have also been advised to ensure opening of no-frills accounts or other accounts for students from minority communities or other disadvantaged groups, when they approach banks, for availing various scholarships or other benefits offered by the Government. However, while opening such accounts, KYC norms as appropriate may be followed for the purpose.  
(v) Dishonour / Return of Cheques - Need to Mention the 'Date of Return' in the Cheque Return Memo (circular dated September 1, 2010)

Certain instances of banks not mentioning the date of return on the Cheque Return Memo have been brought to our notice. Keeping in view the larger interests of customers and to ensure that uniform practices are adopted, banks are hereby advised to indicate the 'date of return' in the Cheque Return Memo without fail.  
(vi) Union Budget – 2010-11 – Interest Subvention Scheme - 1.5 per cent interest subvention and 2 per cent additional subvention for short-term crop loans in 2010-11 (circular dated September 6, 2010)
In terms of our Circular RBI/2010-11/192 dated September 6, 2010, the banks have been advised to immediately submit their estimates of short-term production credit to farmers up to Rs.3.00 lakh during the year 2010-11, to enable RBI to provide Government with an estimate of the likely amount of subvention as per the Government of India scheme of interest subvention of 1.5% p.a. to Public Sector Banks in respect of short-term production credit up to Rs.3 lakh during the year 2010-11. He presumed the banks headquartered in Karnataka have submitted the same to RBI. In case the exercise has not been completed by any of the banks, he urged upon such banks to complete the same at the earliest. He also requested banks to give adequate publicity to the interest subvention as mentioned above as also the additional 2% interest subvention for prompt payment so that maximum farmers get the benefit of the scheme.  

(vii) Repayment of Gold Loan (our circular dated September 22, 2010)
Regional Rural Banks (RRBs) grant loans for various purposes against the security of gold /gold ornaments as a part of their lending policy. As per extant instructions, banks charge interest at monthly rests on loans and advances except in the case of agricultural advances. 

On a review, it has been decided to permit bullet repayment of gold loans up to Rupees one lakh as an additional option. RRBs are, therefore, permitted to lay down policies with the approval of their Board for sanction of gold loan with bullet repayment option subject to the guidelines contained in our Circular RBI/2010-11/211 dated September 22, 2010.

(viii) Financial Inclusion by Extension of Banking Services – Use of Business Correspondents (BCs)  (circular dated September 28, 2010)
It has been decided to permit banks to engage companies registered under the Indian Companies Act, 1956, excluding Non Banking Financial Companies (NBFCs), as BCs in addition to the individuals/entities permitted earlier, subject to compliance with the guidelines. The revised guidelines are contained in our Circular DBOD No. Bl.BC. 43/22.01.009/2010-11 dated September 28, 2010.

(ix) Collection of third party account payee cheques – Prohibition on crediting proceeds to third party accounts (circular dated October 1, 2010)
It has been brought to the notice of RBI that since co-operative credit societies are not even sub-members of clearing houses, members of such co-operative credit societies who do not have bank accounts have difficulties in collection of account payee cheques drawn in their name. With a view to mitigate the difficulties faced by the members of co-operative credit societies in collection of account payee cheques, the collecting banks may consider collecting account payee cheques drawn for an amount not exceeding Rs.50,000/- to the account of their customers who are co-operative credit societies, if the payees of such cheques are the constituents of such co-operative credit societies. The other conditions in this regard have been detailed in our Circular RBI/2010-11/ 222 dated October 1, 2010. 

(x) Furnishing remitter details in pass book/pass sheets/account statement for credits received by customers through NEFT/ECS

Complaints on incomplete details about the remitter or beneficiary and/or the source of credit (or debit) in the pass books/pass sheets/accounts statement, as also lack of uniformity across banks in providing even minimum information are rising. Though the Procedural Guidelines on NEFT/ECS/NECS and various circulars issued from time to time clearly highlight the minimum information that should be provided to the customers have been issued, a very generic mention as NEFT or NECS does not provide the desired details to customers.

Keeping in view the need for providing adequate details on such transactions, banks have been advised vide Circular No. 2010/11/230 dated October 8, 2010 to ensure that technology platform of banks should be utilized for the purpose of routing all relevant details to the customers.

B. Meetings of Sub-Committees of SLBC 
Pursuant to recommendations of the High Level Committee for Review of Lead Bank Scheme, various Sub-Committees have been formed by SLBC, Karnataka.  Meetings of various Sub-committees on select areas were held during the month and certain action points for stakeholders emerged during these meetings. Efforts are being made in the desired direction by the agency/ies concerned in respect of the action points emerged during the meetings, so that progress is reported in the subsequent meetings of the respective Sub-Committees. 

He placed on record the good work done by Syndicate Bank, the Convenor for Karnataka as regards financial inclusion and literacy, particularly under the leadership of Shri Basant Sethji, CMD. He wished every success in their Endeavour to reach out to the Aam Admi of Karnataka in providing banking service.  

Dr.H.N.V.Prasad, General Manager, NABARD, while speaking on the occasion presented the Agenda for discussion as follows:
1. Credit flow to agriculture

The GoI target for credit flow to agriculture for the current year in the state of Karnataka is ` 25,970 cr., 75% of which (` 19,500 cr) is to be achieved by Commercial banks. As at the end of the first quarter of 2010-11, the Commercial banks have lent about ` 4600 cr. to agriculture, which is 23% of their target. The Commercial banks need to gear up and lend aggressively towards agriculture to achieve their target for agricultural credit. The RRBs and Cooperative Banks have already achieved more than 55% of their targets. Banks may take into consideration the infrastructure created under RIDF while planning for extending credit to rural areas in the State.
2. Data on Credit flow
Another issue that needs attention is the data collection especially from the Commercial banks. SLBC may devise methods to collect credit disbursement data from all agencies and consolidate within 45 days of the end of the quarter so that data analysis is taken up and the sectors where credit flow is not taking place to the desired extent could be addressed. Banks also need to ensure consistency in data. The system of LBR submission needs to be looked into as LBR furnishes district-wise bank-wise activity-wise sector-wise disbursements and the reports can be used by all for detailed analysis and taking corrective steps wherever required.

In the SLBC sub-committee meetings also, non-availability of data is proving an impediment to healthy discussions. Necessary steps may therefore be taken by SLBC to collect and compile data and ensure availability of detailed data on credit disbursement. 

3. Micro-Credit – SHGs and JLGs

a. Banks may categorize the SHG Accounts into ‘Active’ and ‘Inactive’ and take appropriate measures such as promoting micro credit enterprises among ‘A’ grade SHGs, arranging training for ‘B’ grade SHGs and initiatives for rejuvenating ‘C’ grade SHGs.  

b. SHGs may be encouraged to prepare member-wise Micro credit Plan taking into account the consumption, income generation and debt swap needs of all the members of SHGs individually and consolidate the same for the group.  Branches can take into account the Micro credit Plan while deciding on the quantum of loans.

c. In order to purvey credit to small / marginal farmers, tenant farmers, oral lessees who were hitherto outside the ambit of formal credit delivery system, banks may form and credit link under the new incentivisation of JLGs (Circular issued by NABARD).  During 2010-11, NABARD proposes to form and credit link at least 15000 JLGs in the State of Karnataka.

4. Need for policy initiatives from Govt. Of Karnataka for up scaling SHG-BLP / JLGs

4.1 Extension of interest subvention to SHGs credit linked to Commercial Banks/ RRBs
Presently, GoK provides interest subvention to Cooperative banks for lending to SHGs @ 4%.  This may be extended to all banks in the State to enable them meet the entire credit requirements of the SHGs. This would facilitate higher quantum of loans to SHGs to reach the target of Rs 6000 crore loans outstanding to SHG by 2012-13 as is being envisaged under NRLM programme. 

4.2 Applicability of Interest Subvention for financing of JLGs of Tenant Farmers/ Share Croppers/ Oral Lessees -  

GOK provides subsidy to banks for lending at 3% for agriculture loans to SF/ MF.  Some of these small/ marginal farmers do not have a clear title of the land rendering them ineligible for bank credit. To ensure smooth flow of credit to these farmers, NABARD has evolved the model of JLGs. JLGs are upgraded version of SHGs (4-10 members form a Group), to facilitate farmers (SF/ MF/ TF/SC/OL) to access bank loans through group approach for meeting the credit needs for pursuing their farming activities. To resolve the issue of security for the loans being granted by the bank, the Joint Liability Agreement and peer pressure in the group serves as security for repayment of loan.  

Further, with the enhancement of limit by RBI for waiver of margin/ security from the existing level of `.50000/- to `.1,00,000/-  coupled with the  interest subvention that is presently being provided for agriculture loans to SF/ MF,  if extended to JLGs of TF/ SC/ OL will go a long way in enabling these marginalised segment to be brought into institutional frame work and free them from the clutches of money lender, besides giving impetus for increased credit flow to agricultural activities.  

4.3  Waiver of Stamp duty on loans to JLGs -  

The GoK has waived stamp duty on all loan documents (loan agreement/ inter se agreement) pertaining to loan availed from banks by SHGs vide Notification dated 20 September 2005. Keeping in view the spirit of reducing the burden on SHG members behind the GoK Notification, the same facility may also be extended to JLG members. 

A letter regarding the above has already been written by NABARD to the Principal Secretary RDPR, GoK.
5.      KCC

Keeping in view the directives of GoI for increasing the flow of credit to agriculture sector and providing total financial inclusion in the country, the Commercial Banks, the Cooperatives and RRBs are required to identify and bring into KCC fold, such farmers including non willful defaulters, Oral lessees, Tenant farmers, Share-Croppers etc., who may have been left outside the fold of the scheme as also new farmers. As a first step to achieve this, all farmers in the State should be provided with a Kisan Credit Card. Banks may have a time-bound strategy for the same and also start a village level special campaign. The banks can also explore the possibility of using Farmers’ Club Volunteers, SHG leaders, Business correspondents and facilitators for helping the farmers in this endeavour.

The SLBC may obtain the KCC Position district wise/ agency wise from all the agencies and focus on concentrating on those districts with less coverage, reasons thereof, strategy to be adopted, enhancing the scope of issue of coverage etc. SLBC may consider making available the GLC and KCC data on their website.

6. Modified National Insurance Scheme (MNAIS) on Pilot Basis during Rabi 2010-11

The administrative instructions on the above have been forwarded to all the Public Sector Banks, RRBs and SCBs by NABARD on 1 October 2010. All the banks are requested to ensure wide publicity of the Scheme to the farmers and expand its coverage so as to ensure the benefits to the maximum number of farmers in the selected districts.

7. System of Rice Intensification (SRI)

A pilot project on promotion of System of Rice Intensification is being implemented in the State. The basic aim of the project is to promote SRI technology among small & marginal farmers. Under the project, financial assistance is extended to the implementing agencies for providing necessary capacity building, hand holding through on-site technical guidance and inputs. 

NABARD has so far sanctioned 6 projects in the districts of Tumkur (1), Bellary (1), Mandya(1) & Raichur involving an average grant support of ` 17 lakh per project.

8. Development of weaver sector – Initiatives by Orissa and AP Governments

Orissa and Andhra Pradesh Govts have taken up some initiatives for development of the Weavers’ sector.  This has been sent to Handloom Dept., RCS and KSCAB with a suggestion for implementing the same in Karnataka with modification.
9.    Involvement of representatives of insurance companies in SLBC/ DCC
Rangarajan Committee on Financial Inclusion has stressed the need for micro insurance as a key element in the financial service package for people at the bottom of the pyramid. Micro credit without micro insurance is self-defeating. Therefore, there is a need to integrate micro credit with micro insurance. Therefore, it would be beneficial if representative/s from insurance companies (both life and non-life) are members of SLBC/DCC so as to enable them to apprise various products and services offered by them to the rural poor and thereby utilize the services of existing network (banks, NGOs, etc.) to sell their products. The issue of including the insurance service providers as member of SLBC and the Sub-Committee on Financial Inclusion was discussed in the recently held NRLM workshop in Hyderabad. All the participants including GOI officials and State Government Officials were of the opinion that insurance companies should be an integral part of SLBC and also in the Sub-Committee on Financial Inclusion.  This suggestion may be considered as micro credit, micro insurance and micro savings are three main components of financial inclusion. 
10. Inclusion of AKMI representative in SLBC

As reported by Association of Karnataka micro Finance Institutions (AKMI), the MFIs in the State have financed Rs.2699.04 crore in 2009-2010 to the poor villagers and farmers as loan in the State. These MFIs source part of their funds from banks and the same is recognized as priority sector lending (PSL). 

Keeping this in view, it is suggested that a representative of AKMI may also be invited in SLBC meetings for ensuring better monitoring of financing extended by MFIs to rural masses. 

11. Interest rate of 7% on JLG loans

It is observed that many banks across the country are charging interest in excess of 7% per annum for crop loans issued to JLGs where the aggregate loan of all the members exceeds Rs.3.00 lakh while the per member loan is less than Rs.3.00 lakh. Further, banks have also been restricting the aggregate crop loan amount to Rs.3.00 lakh per JLG at interest rate of 7% p.a. for extending the benefit of interest subvention. 

The Dept. of Financial Services, Ministry of Finance, GOI has since clarified that “in case of ST crop loans to a JLG, the per member loan cap of Rs.3.00 lakh may be considered while determining the rate of interest (presently 7% p.a.) under the interest subvention scheme of GOI and not the aggregate amount sanctioned to the JLG as a whole”.

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

AGENDA 1.0  CONFIRMATION OF THE MINUTES OF 113th SLBC MEETING  

The Minutes of 113th SLBC Meeting held on 28.07.2010 were circulated vide letter No. 478/0479/SLBC/F.101-113 dated 30.08.2010. The Minutes may be approved subject to the following amendments/changes received.         

Commissioner, Sericulture has requested for bank wise allocation of target of Rs.300 crore for Sericulture. Bank wise allocation can be made based on the potential available in the area. He has been requested to furnish district wise potential available for financing sericulture development so that same can be distributed among banks in the districts. 

AGENDA   2.0
FOLLOW-UP ACTIONS ON THE DECISIONS TAKEN DURING 

                                     PREVIOUS SLBC MEETING

2. A [1]  
:  Renewed Drive for opening of No Frills Accounts   

	Action Point

	Data obtained from Food and Civil Supplies Dept. was mapped Village wise as per Service Area of branches. SLBC arranged for printing of templates along with control sheets and supplied to the bank branches through LDMs. The branches have been advised by LDMs to verify the existing accounts with the data in the templates and indicate the account number and type of account in the control sheet. In respect of families not having any bank account, branches have to open NFAs and furnish account number in the control sheet. Banks have been advised to take the services of NGOs/Business Facilitators [BF] for survey and opening of accounts as per the decision taken in the DCC meeting.



	Action Taken

	In keeping with the instructions received from RBI, SLBC advised the Banks and LDMs to complete the process of opening of NFAs by 31.5.2010. However, the feedback received from the LDMs indicates that there are a large number of Templates which are to be verified against data on existing account.  The Banks were advised to issue instructions to Branches/controlling offices to take urgent steps for completing the process and report the details to LDMs.

In all, about 103 lac templates were supplied to the bank branches of which about 64 lac templates had full details of the families and 22 lac families had bank accounts.  The process of financial inclusion is being implemented in different ways like providing banking services in all villages, Opening of Accounts and issue of smart cards under Electronic Benefit Transfer Scheme etc. Sub Committee on Financial Inclusion, in its meeting held on 9.9.2010 has also suggested to GOK to view renewed drive for FI based on data provided by Food and Civil Supplies, from a different perspective now in view of the concurrent implementation of FIP of Banks and RBI instructions to provide banking services through banking outlet in villages having population over 2000 by March 2011. The focus on providing banking services through a banking outlet would take care of opening of accounts in respect of uncovered households since the progress under various parameters is required to be reported to RBI by SLBC. As such, the process of opening of NFAs would continue by banks to achieve inclusive growth. Considering this, it was decided to treat the renewed drive for No Frill Accounts as having been completed in the State.  


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

                         by   March 2012.   

	Action Point

	GOI/ RBI have advised banks to draw up a roadmap to provide banking services through a banking outlet in every village having a population of over 2,000. Such banking services may not necessarily be extended through a brick and mortar branch but can be provided through any of the forms such as  ICT- based models, including BCs. RBI has advised the lead banks to constitute a Sub-Committee of the District Consultative Committee (DCC) to draw up a roadmap and monitor/review implementation of the plan to provide banking services in all such villages which do not have any banking outlet. Further, Reserve Bank of India advised all banks to prepare specific Board approved on Financial Inclusion Plan [FIP] and submit it to the Reserve Bank of India giving detailed time schedule to implement the plan, which the Banks have submitted to the Reserve Bank of India. 



	Action Taken

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

In all there are 3395 [revised] villages with population of over 2000 having no Bank Branches in the State. Bankers were requested to complete the process of extending banking services to villages with population of 2000 and above at the earliest. 



2 A  [3]         Electronic Wages and Benefit Transfer [EWBT] Scheme–   

	Action Point

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

RBI, vide letter RPCD. CO. FID. No. 13091/12.01.19/2009-10 dated 21-06-2010 advised all scheduled commercial banks including RRBs that the scheme should not be extended with effect from 01.07.2010. As such Banks were requested to submit claims for incentive to SLBC for onward submission to RBI in the prescribed format by 15th August 2010 in respect eligible accounts opened under the scheme from 1-12-2009 to 30-06-2010.

	Action Taken

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

One District – One Bank Model:

In other three districts namely – Chamarajanagar [SBM], Mandya [Vijaya Bank] and Dharwad [Axis Bank] EWBT is implemented under One District One Bank Model. The two models are implemented simultaneously and the better of the two models will be adopted for the rest of the State.

SLBC had organized two meetings of the implementing Banks and the respective LDMs along with the Technology Providers to review the progress under the Scheme. During the meeting the bankers and technology providers were informed about wide gap between the enrolment, accounts opened and cards issued. The Bankers were advised to review the status of enrolment and pursue with the TPs for delivery of cards after enrolment, data processing, account opening and after approval of the enrolled data [in respect of SSP Scheme]. Further, the progress made under the scheme District wise /Bank wise / TP wise was reviewed in the meeting. After a detailed discussion, it was decided that TPs would complete the process of delivery of cards by 30.7.2010 in respect of cases where enumeration has been completed. Banks have been advised to pursue with the TPs for compliance.

The progress made in the enumeration of beneficiaries under SSP schemes and job card holders under MGNREGS was reviewed by the Secretary [B&R], Finance Department, GOK through video conferencing with the Dy.Commissioners and CEOs of 7 pilot districts along with Senior Govt officials, Convenor of SLBC, concerned Lead/implementing banks and technology providers on 
30.6.2010 and 29.9.2010. After review of the status of enumeration, opening of accounts and issue of cards, it was decided that schedule of Enumeration will be finalized in consultation with the DCs and CEO of ZPs along with the Bankers and Technology providers. It was decided to chalk out a time bound schedule for enumeration under the scheme so that the same can be completed as per the schedule decided in the meeting. Further, it was decided that the TPs will employ adequate number of work stations for enumeration based on number of SSP beneficiaries/job card holders under MGNREGS.  

The summary in the progress under EBT is furnished below :

STATUS on 6 PILOT DISTRICTS EBT PROGRESS -  as on 11.10.2010

NREGA

SSP

Sl.

No

DISTRICT

Enrollment Completed

Account Opened

Cards Issued

Enrollment Completed

Account Opened

Cards Issued

1

Bellary

97819

58139

47961

23271

12435

9460

2

Chitradurga

29858

13741

7458

8406

2465

1658

3

Gulbarga

88455

38335

12855

6338

0

0

4

Yadgir

64150

21289

6614

1203

0

0

One Dist Many Bank Model

280282
131504
74888
39218
14900
11118
4

Mandya

22176

15599

16205

31296

8855

15290

5

Chamrajnagara

46855

25851

14016

32340

27272

10151

6

Dharwad

88890

81989

45266

38326

26288

3458

One Dist One Bank Model

157921

123439

75487

101962

62415

28899

Grand Total

438203

254943

150375

141180

77315

40017

Participating Banks and the respective Lead Banks are requested to take follow up action for ensuring issue of cards to the ultimate account holders. Further, the process of implementation shall be hastened by Banks and complete  the project implementation in a time bound manner as per the Schedule worked out in consultation with the Dy. Commissioners and CEOs of ZPs in the respective districts.


2 A   [4]         EWBT Scheme – MIS and PGRS   
	Action Point

	Systems for MIS and PGRS are to be put in place by Banks implementing EWBT Scheme. 

In this regard, SLBC had, after discussing with the subsidiaries of SyndicateBank [SyndBank Services Ltd] and Canara Bank [Canbank Computer Services Ltd] sought proposal from CanBank Computer Services Ltd for establishing MIS and PGRS. 



	Action Taken

	Initially it was decided to place an end to end solutions with Can Bank Computer Services Ltd., Later, Govt decided to develop the software through NIC and facility management and hardware procurement to be entrusted separately.  It has been decided now that SLBC will procure necessary hardware and facility management will be entrusted to Can Bank Computer Service Ltd. Roles and Responsibility of all stake holders has been drawn. The SRS document proposed by GOK has been circulated to all the banks implementing EBT. All other formalities are being attended for implementation of MIS and PGRS system by March 2011.  

	Gist of Minutes of Sub committee on Financial Inclusion

Sub committee on Financial Inclusion in this meeting held on 09.09.2010 has the following observations:

1. Opening of accounts does not indicate FI, it implies add on facilities like Saving products, small OD, remittance facilities and micro insurance products etc.,

2. Every household should have a KCC/GCC

3. Ensuring extension of credit facilities to financially excluded Institution – to micro and small enterprises. 98% are excluded from formal banking now.

4. Speedy implementation of EBT projects.

5. Each bank under the aegis of SLBC to conduct an exercise in assessing the capacity of their respective TPs for completing EBT projects.

6. Allocation of 110 villages under BBMP area for coverage of urban poor.

7. Allocation of 177 taluks among various banks, including RRB’s and private sector banks for opening FLCCs.

8. Tripartite meeting between Lead bank along with banks implementing EBT project (in 6 dists) Govt. and TPs should be arranged to sort out the operational issues.

Till now, Reserve Bank of India was reimbursing `.50/- per card to banks and it has been discontinued since 1.7.2010.  State Bank of India has requested for continuation of the incentive by the RBI so that it would be an incentive to banks to participate in the programme. 


The ACS&DC was of the view that implementation of EBT was to be taken up on priority.  Bankers were asked to give a commitment as to the date on which they would complete the enumeration. In case of One District One Bank Model, SBM is in charge of Chamarajnagar, Vijaya Bank has accepted Mandya and Axis Bank has taken up Dharwad. In these districts all the villages were to be covered by the banks concerned.  It was also suggested by the Convenor that Banks having few villages under the scheme in the district may surrender it to the major banks of the district for quick and effective implementation. Bankers were also requested to swap villages in other districts also depending on convenience for early implementation of the scheme. The major grouse was against the Technology Provider M/s Integra Micro Systems Ltd. All the banks felt that services provided by TPs are not satisfactory. However, it is difficult to change the TP at this stage of progress. 
The Principal Secretary, Finance said that progress under EBT is poor and there is need for regular meetings. He also said that un-realistic targets will not help. He wanted banks to give definite dates by which enumeration would be over and cards were issued as the issue has been going on for a long time without much progress.

The GM, RBI spoke about the problems faced by TPs at the ground level and requested Govt officials to intervene and issue instructions to DCs to instruct the Govt machinery to help the TPs in completing their job.
The Development Commissioner also said that the Sub Committees needeed to be empowered to take decisions and implement them for effective disposal of decisions. Weekly targets are to be fixed and reviewed with concerned banks/Govt officials. All the lacunae are to be plugged and the channeling of govt funds is to be ensured. 

All the banks were also advised to give proper and correct data at the right time to ensure proper consolidation and report true and accurate picture.
2.B  SETTING UP OF FINANCIAL LITERACY AND CREDIT COUNSELING CENTRES- 

	Action Point

	SyndicateBank, Canara Bank, Corporation Bank, SBI, SBH SBM and Vijaya Bank have set up  FLCCs at 20 centres as per RBI guidelines issued earlier. Reserve Bank of India, Central Office advised the banks to take steps to establish FLCCs as per Model Scheme to achieve the objectives of setting up of such centers. The model scheme stipulates that the banks may set up Trust/Societies for running the FLCCs, singly or jointly with other banks.  A bank may induct local citizens on the board of such Trust/Society. It is also indicated that serving bankers may not be included in the Board of Trustees. Senior citizens may also represent the trust.  SLBC requested the Lead Banks to take steps for setting up FLCCs in the respective/remaining lead districts and to review/revisit the functioning of the existing FLCCs to conform to the model scheme.

	Action Taken

	The matter was discussed in the previous meetings also and it was suggested by RBI that the trust should be set up as per model scheme. Syndicate Bank and Vijaya Bank have jointly formed a trust, “Jnana Jyothi Financial Literacy and Credit Counselling Centre” for setting up of FLCCs in their lead districts. 
The Trust was inaugurated on 20.10.10 at Manipal by Dr. V.S.Acharya, Hon’ble Minister for Higher Education, GOK. Other banks including RRBs may join the Trust to set up the FLCCs at Taluk and Block level so that the penetration at the ground level as desired by RBI/GOI will be achieved. Canara Bank and SBI Group proposed to set up separate trusts for the purpose. 

Regional Director, RBI during empowered committee meeting on MSMEs held on Sept 08, 2010 suggested for setting up of FLCCs in all taluks wherein these FLCCs will act as a counseling centres for individuals as well as for MSME units.  


Convenor, SLBC requested the banks to open FLCCs in all taluks as per Model Scheme in line with the guidelines already discussed. LDMs have been requested to allot talukas to different banks considering their presence in the district. Banks may indicate Talukas which are convenient to them.
2 C.
EDUCATION LOAN TO CHILDREN OF FARMERS ON MORTGAGE OF 

 
AGRICULTURAL LAND 

	Action Point

	In some States, mortgage of farm land to secure loans for purposes other than agriculture is prohibited.  This comes in the way of farmers’ children getting benefit of education loans, as the farmers cannot offer land as collateral security. In Karnataka mortgage of agricultural land as collateral security is not permitted for purposes other than agriculture.  In some other States, there seems to be no prohibition on mortgage of agricultural land as collateral security for loans for purposes other than agriculture. Govt. was requested to permit mortgage of agricultural lands by farmers in respect of education loans availed by their wards pursuing higher studies.  



	Action Taken

	The representative of revenue department informed that Notification is already issued in the Gazette that the agricultural land could be mortgaged for Education loan to children of farmers in Karnataka. Bankers thanked the Govt. of Karnataka for it’s’ gesture.


2.D
MONITORING OF CREDIT FLOW OF ALL PSBS TO MINORITY COMMUNITY 

            LENDING [MCL] UNDER PRIORITY SECTOR LENDING 

	Action Point

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

	Opening of NFA Accounts for students belonging to minority community

Ministry of Finance has informed that Banks are hesitant in opening of No Frill Accounts in favour of students from minority communities who wish to avail of the scholarships being awarded by Ministry of Minority Affairs thereby causing much hardship and inconvenience to the applicants for scholarship schemes of Ministry.  Ministry has advised that the issue of opening No Frill Account of the students of the minority community should, be reviewed in SLBC meeting on regular basis and member Banks may be sensitized that recurrence of such instances should be avoided. Banks may inform progress made in opening of NFA Accounts to students of minority community.

	Action Taken

	The Scheduled Commercial Banks, including RRBs, have extended loans to 100256 beneficiaries amounting to ` 839.92 Crore during 2010-11 as at June-10. The outstanding level of advances to Minority Communities as at the end of June-2010 was ` 9532 Crore registering a Y O Y growth of  ` 2336 crores [32.46%] over June 09. 

A meeting to review implementation of PM’s 15 point programme for welfare of Minority communities including credit flow to minority communities was held on 13.10.2010 under the Chairmanship of Chief Secretary, GOK, wherein thrust was given to increase credit flow to minorities particularly loans for higher education and to achieve a stipulated target of 15% of priority sector advances.

Banks / LDMs have been advised to monitor the progress achieved in respect of opening of No-frill accounts of the students of Minority Communities who wish to avail of the scholarship, etc.

Sub-committee of SLBC on Flow of credit to SC/ST, Minority and Backward community which met on 14.09.2010 has made following observations.

1. There has been inordinate delay in sanctioning loans and percentage of rejections are more in processing the proposals of above sectors.

2. Banks while rejecting unviable proposals may suggest alternate projects to the beneficiaries.

3. Banks do not return the subsidy in case of rejected applications.

4. There is need for sensitization of operational level staff for better implementation of projects.

5. Bankers are requested not to issue NOC to beneficiary who have availed loan under Margin money Scheme, till the Margin money availed from corporations are closed.

6. Banks may extend collateral free loans to above sections.




The house suggested that banks in Gulbarga district shall make efforts to increase credit flow to minorities and SBI which is Lead Bank shall monitor the credit flow.
2.E      INTEREST SUBSIDY SCHEME ON CROP LOANS TO FARMERS UPTO         

            Rs.50000/- THROUGH PSBs/RRBs

	Action Point

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

Govt of Karnataka in the budget for 2010-11 has announced continuation of Interest Subsidy Scheme on crop loans to farmers up to Rs.50000/- through PSBs and RRBs. Ultimately the farmers will get crop loan up to Rs. 50000/- with interest at 3% p.a. 

Govt. of Karnataka has already released Rs.40 Crore as advance subsidy under the scheme, for reimbursement of interest subsidy claims to PSBs and RRBs.  It is observed that claims made by the banks under the scheme are not upto the expected level. Hence, bankers are requested to make claims under the scheme covering all eligible accounts.

During the meeting of the Committee set up under the scheme was held on 18.5.2010, The Director of Agriculture was requested to initiate steps on the following action points emerged : 

a. The crop loans granted against pledge of gold ornaments may be covered under the scheme.

b. The Interest Subsidy may be extended to farmers who repay crop loans after due date at least for the period from date of loan upto due date on the lines of facilities available in Co-operative banks.

c. The Interest Subsidy Scheme may be extended to investment credit [agricultural term loans] to encourage capital formation in agricultural sector.

d. The Kisan Credit Card accounts which were outstanding as on 31.3.09 and regular may also be covered under the scheme if the amount is repaid within the due date.

e. The interest subsidy may be extended to crop loans availed by Raitha Shakti and Sthree Shakti Groups.

f. Interest Subsidy may be extended to the crop loans closed after conversion to term loans.

g. The same terms and condition under interest subsidy scheme as applicable to Co-operative Banks may be made applicable to PSBs and RRBs.



	Action Taken

	The Banks and LDMs have been advised to popularize the Scheme of Interest Subsidy of 3% to short term crop loans [upto Rs.50000/-] to farmers launched by GOK so that maximum farmers can get benefit of interest subsidy and banks can utilize the interest subsidy already released by the GOK in this regard.   The claims received from banks amounting Rs.6.42 crore involving 1.27 lakh accounts are processed and approval is obtained from Dept of Agriculture. 

The matter was discussed during the Sub Committee meeting held on 6.10.2010 on credit flow to Agriculture. The Bankers were requested to avail the facility of Interest Subsidy Scheme to pass on the benefit to the farmers.

As per the suggestion of the meeting held on 18.05.2010, SLBC was to send recommendations to make provision for coverage of large number of farmers. SLBC, vide their letter dated 03.08.2010 made required suggestions to Dept. of Agriculture for their perusal and action. Department of Agriculture may inform the decision taken on the suggestions made in this regard and appraise the house.




The matter was taken up for discussion and the Principal Secretary, Agriculture was requested to fix up a meeting of the Sub Committee to examine the issue in detail. However, the Principal Secretary, Finance was critical of the fact that though Govt had sanctioned Rs.40 crores towards this subsidy but claims for only Rs.6.42 crores were received. The banks on their part said that  the scheme was linked to repayment and since most of the loans were rephased because of natural calamities, the number of the claims could not be improved. The Principal Secretary asked the banks to popularize and sensitize the farmers regarding this scheme which would be an impetus to the farmers to repay the loan.
Private Banks also requested for inclusion of their banks under the scheme. The scheme of State Bank of Mysore i.e. Prathipala Yojane was also appreciated. 

2.F   
REHABILITATION OF SICK MICRO AND SMALL ENTERPRISES [MSEs].

[Recommendations of Dr. K.C.Chakrabarty Committee].

	Action Point

	Creation of Central Registry by the State Governments for registration of charges of all Banks and other lending Institutions in respect of all movable and immovable properties of borrowers incorporated as proprietorship, partnership, co-operative society, Trust, Company or in any other form. 

	Action Taken

	GOK has computerized agricultural land records under Bhoomi Project. In 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. A meeting of major banks operating in the state was held on 19-1-2010 to explain the modalities in the office of the Commissioner Survey, Settlement and Land Records Dept. The banks have been advised to furnish the data on the existing mortgage particulars in these cities for inclusion in the registry.  

Survey, Settlement and Land Records Dept, GOK was requested to extend implementation of the project to all districts. 


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

	Action Point

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



	Action Taken

	The income criteria for EWS have been increased to Rs.5000/- per month and from Rs.5001-10000 per month in case of LIGs. This will enable wider choice of beneficiaries for financing under the scheme and improve viability of the proposal.

Steering Committee of ISHUP in its meeting held on 16.7.2010 has informed that “The scheme will be implemented through Scheduled Banks in the Public and Private sector, Regional Rural Banks, Housing Finance Companies, Micro finance Institutions and other statutory financial institutions and/or any other agency approved by MH&UPA’  
SLBC allocated target of 2 lac houses amongst major banks under the scheme for the year 2009-10. Details of Urban Local Body wise Targets have also been communicated to major banks and LDMs for necessary action. 

The progress achieved under the scheme is poor. Reasons for slow progress under the scheme were highlighted during 113th SLBC meeting. The Sub-Committee formed for Housing has suggested following changes for improving the implementation of the scheme.

Major hurdle expressed by the Bankers is the absence of proper Title Deed of the beneficiaries. It is suggested to accept certain documents  in the nature of title deeds as under :

a. In respect of layouts formed by UCLB’s on Govt Land and distributed to beneficiaries, the title certificates [Hakku Patra] issued by UCLBs may be accepted. 

	b. In case of sites formed on revenue land and distributed, the title certificates issued by revenue authorities may be accepted. 

c. Govt allows layouts in Govt lands and sties are distributed on the recommendations of Ashraya Samithi which issues title certificates. 

In the above cases, these certificates may be accepted. 

d. Beneficiaries acquire sites in the revenue land through purchases without conversion of land.

e. Beneficiaries construct temporary structures in the Gramthana/Revenue area and pay tax for the same.

In the above cases, entry will be made in the Urban Property Registers which is a proof of title for the beneficiaries.  In the above cases, beneficiary pays property tax for which receipt is available. Hence, it is opined that bankers shall accept the Khata Extract as a proof of title along with tax paid receipt which indicate the name of the borrower. 

Further, it was also suggested that ULBCs while forwarding the applications shall also forward the following documents : 

a. Title Certificate [Hakku Patra] if available. 

b. Khata extract duly mentioning the extent of land.

c. Latest tax paid receipt

It is also suggested that in case of property/sites allotted by the Govt, legal scrutiny may be waived.  The Sub-Committee has also made following suggestions :

1. Standard format of simple mortgage agreement may be designed to be used by all banks.

2. Stamp duty for registration of simple mortgage agreement shall be waived by the Govt. Till then, cost of registration/mortgage shall be part of the cost of the project.  

3. It is suggested to devise simple and common application for submission under the scheme. 

4. In respect of plan and estimate, it was suggested that sponsoring agency would make available standard estimate and plan in respect of EWS and LIG houses. Copies of the same are to be enclosed along with the application. 

5. The UCLB representatives shall attend BLBC/DCC meetings and sort out issues if any directly with the banks. 

The house may deliberate on the recommendations of the Sub-Committee and arrive at decision for smooth implementation of the scheme. We may also authorize sub committee to design suitable formats for application and mortgage deed.

Further, during the meeting of Bankers and Govt Departments held on 13.9.2010 at Bangalore to review the implementation of ISHUP scheme, Jt Secretary, Govt of India informed that Branch Managers of Public Sector Banks are empowered to decide on income of the beneficiaries for implementing the scheme. 


Bankers may take note of the above suggestions and changes.  The implementation of ISHUP Scheme was discussed in detail.  The house was informed that production of Income Certificated below the eligibility level by BPL beneficiaries and non-fulfillment of requirements of banks is coming in the way of implementing the scheme successfully.   It was also suggested that the title deed problems are to be addressed by Housing Department. The Sub committee on Housing was asked to discuss as to whether the Govt could permit sale of property in case of default on the basis of title deeds provided for sanction.  
It was decided that housing department will conduct a meeting with ACS, with Convenor of Sub Committee on Housing to thrash out solution to the issue and come out with guidelines.
2. H      SETTING UP OF KARNATAKA FARMERS RESOURCE CENTRE [KFRC]  

             AT BAGALKOT.

	Action Point

	Govt of India, Ministry of Finance had suggested that banks may co ordinate through SLBC and NABARD for setting up of Farmers Resource Centre [FRC] for providing training and related services to farmers in the State. Considering the suggestion of the Govt. of India and the usefulness of the training to the farming community, SLBC decided to set up FRC   by pooling resources from Lead Banks for building infrastructure and maintain it on ‘an on going basis’.  GOK has allotted 8 acres of land free of cost  at  Navanagar, Bagalkot, through Bagalkot Town Development Authority [BTDA] for this purpose.

The Principal Secretary, Commerce & Industries, GOK & Chairman of the Sub-Committee on KFRC has opined that the objectives & activities of KRFC are more related to Agriculture rather than to Industries Department and it would be appropriate to have the Principal Secretary, Agriculture, GOK as Chairman of the Sub-Committee in future to take forward the project. Hence, as suggested, the house may approve for the reconstitution of the Sub-Committee with the Principal Secretary, Agriculture, GOK as Chairman and all other members of the Sub-Committee will remain un-changed.  

	Action Taken

	The project report on FRC was placed in SLBC and it was approved in the 111th meeting held on 08.02.2010. The Chairman, SLBC and CMD, Syndicate Bank has already requested the CMD/ CEOs of PSBs, RRBs, Apex Bank, Private Sector Banks, NABARD, SIDBI, GOK and BVV Sangha to sign MOU and to contribute to corpus of FRC @ Rs. 75.00 Lac each from Public Sector Banks/NABARD/SIDBI, Rs.50 Lac each from private sector banks/RRBs, Rs. 2.00 crore from Govt. of Karnataka and Rs. 25.00 Lac from BVV Sangha.  In this regard NABARD, SyndicateBank, Corporation Bank, SBI, SBM, Vijaya Bank, Canara Bank, SBH, Karnataka Vikas Grameena Bank and BVV Sangha have already obtained necessary approval from the competent authority for participation and contribution to the corpus. 

The issue of setting up of KFRC & seeking fund support from GOK was discussed as an agenda during the meeting of the Sub-Committee on Credit flow to Agriculture held under the Chairmanship of Principal Secretary, Agriculture, GOK. The Principal Secretary, Agriculture, GOK consented to send MOU to SLBC for confirmation of participation by GOK & for providing funds to the corpus of KFRC.  

The Trust deed will be registered after receiving the consent for contribution of fund from GOK. The Executive Director, KFRC has already initiated steps for commencing the programmes /activities after the registration of the Trust in the premises to be provided by BVV Sangha .


The Principal Secretary, RDPR informed that they were ready to release Rs.2.00 crores under RKVY through the Agriculture Department. Subsequently, the Principal Secretary to GOK, Agriculture Dept has sent MOU to set up KFRC at Bagalkot on behalf of Govt of Karnataka vide their letter No.ADH/10/ASC/2010 dt 28.10.2010 and to contribute Rs.2.00 crores to the corpus of the KFRC. The SLBC approved for reconstitution of Sub Committee on KFRC with Principal Secretary to GOK, Agriculture Dept as its Chairman in place of Principal Secretary, C&I, GOK to take forward the activities of the KFRC. Other members of the Sub Committee will remain same.
2 I        STAMP DUTY ON CREATION OF MORTGAGE BY DEPOSIT OF TITLE DEEDS.

	Action Point

	Banks create mortgage by deposit of title deeds [popularly known as unregistered equitable mortgage] under the provisions of Transfer of Property Act. In Karnataka, stamp duty was not payable on such mortgages prior to 01.04.2006. However, GOK imposed stamp duty on mortgage by deposit of title deeds by an amendment to Karnataka Stamp Act and stamp duty is paid on such mortgages from 1.4.06.  District Magistrate, Dharwad had insisted for payment of stamp duty even for unregistered equitable mortgage created by banks before 1.4.06 also. The issue was referred to Govt of Karnataka and the IGCSR has vide letter No.STP-68/10011 dt 22.7.2010 clarified that amendment to  Karnataka Stamp Act, Schedule 6 was made to include explanation wherein letter, note and Memorandum pertaining to title of property are treated as Agreement relating to deposit of title deeds and stamp duty is payable as applicable.  Since the said rule was in force before 1.4.2006 stamp duty is payable for these documents.

	Action Taken

	However, High Court of Karnataka in Corporation Banks case WP.9553/07 and WP 12732/2007 has struck down the amended provision relating to imposition of stamp duty on UREM by deposit of title deeds.  The fact was brought to the notice of IGRCS and Revenue Dept GOK vide SLBC letter No.520/0479/F-276 dt 24.09.2010 and requested to clarify whether stamp duty is still payable considering the judgment of High Court. 




Regarding payment of stamp duty on UREM, representative from IGRCS/Revenue Department informed that Division bench of High Court has ordered that Status Quo is to be maintained (ie. stamp duty is to be paid) and bankers may take note of this. 
2 J:             REPORT OF THE HIGH LEVEL COMMITTEE TO REVIEW LEAD BANK   

                   SCHEME - IMPLEMENTATION OF THE RECOMMENDATIONS

	Action Point

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

	Action Taken

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

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

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

       for implementing the recommendations pertaining to them. 

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

      effective implementation of Lead Bank scheme and other developmental programmes in the

      State. 

1. Sub-Committee on Annual Credit Plan :

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

3. Sub-Committee on Credit Deposit Ratio :

4. Sub-Committee on Financial Inclusion :

5. Sub-Committee on SHG-Bank Linkage:

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

7. Sub-Committee on Education Loans:

8. Sub-Committee on Housing Loans :

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

10. Sub-Committee on MSME    

11. Sub-Committee  GSS
The Sub-Committees have conducted meetings and the minutes/gist of the meetings are included in the Agenda notes. 

Meeting of Sub Committee on Recovery, Rehabilitation and Other measures is proposed to be conducted on 23.10.2010.

The minutes of the meeting of the Sub Committee on SHG Bank Linkage & MSME are yet to be received. House deliberated on Sub committees and It was decided that the Sub Committees are empowered to take decisions on behalf of SLBC. ACS & DC suggested that decisions may be placed before SLBC for ratification. Sub-Committees were also permitted to co-opt additional members or call special invitees to meetings if required.
4.
 Banking outlet in all villages having population of 2000 and above.

             [Recommendation: 5- Para 3.10 & 3.11] 

Sub Committees of DCCs in all districts have been constituted. All banks have prepared Financial Inclusion Plan covering all villages with population of 2000 and above. All these villages will be covered under FIP over the next 2 years and will be provided with a brick and mortar branch or with Business Correspondents. In all there are about 3395 villages with population over 2000 in the State with no banking facilities. 

The issue is already dealt in detail in Agenda 2 [A]2

5. 
EBT for all Villages 

           [Recommendation: 15- Para 3.23] 

EWBT Scheme is under implementation on a pilot basis in 7 districts. Presently, four districts [Bellary, Chitradurga, Gulbarga and Yadgir] are under One District Many Banks model and 3 districts [Chamarajanagar - SBM, Dharwad – Axis Bank, Mandya-Vijaya Bank] are under One District One Bank model. The scheme envisages payment of social security pension and wages under NREGS using biometric smartcards through BCs. The EWBT scheme can be extended to all villages based on the experience in pilot districts.

Cost effective payments through ECS will be smooth, in all the Bank branches, on its migration to 

CBS platform. As per the MOU entered into between GOK and 3 Major Banks & Axis Bank in the State, the EWBT scheme is being implemented in 7 districts of the State. 

It is already dealt in detail in Agenda 2 [A]4

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

SLBC will initiate action for Preparation of One Time comprehensive State /District Level Development Plan  based on the on the lines recommended for the North Eastern Region by the Committee on Financial Sector Plan for North Eastern Region in consultation with the State Govt. 

At the State level, the Development Plan will be prepared by a Sub- Committee through SLBC and include officials from the State Government, RBI and NABARD, besides the major participating banks. A similar exercise may be carried out at the District level, where a Sub-Committee of the DCC headed by the LDM and having district level government officials, DDM, NABARD and representatives of major participating banks as members, will prepare such a plan with inputs from the LDO of Reserve Bank of India. 

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

7 : 
Preparation of Annual Credit Plan (ACP)-State and District Level

[Recommendation: - Para 3.31] 

At present NABARD is preparing Potential Linked Plans for all districts by October- November every year and provide inputs both to the district planning authorities for preparing their budgetary plans and to the lead banks for preparing the District Credit Plans (DCP), respectively. 

Based on the PLPs Lead Banks prepare District Credit Plans by consolidating Branch wise / Block wise Plans  every year with Block-wise/Bank-wise /Branch- wise/Activity-wise, which are launched during March-April every year for implementation by bank branches. The District Credit Plan Outlays are consolidated District-wise /sector-wise by SLBC and placed in SLBC

8 : 
Dovetailing Government Schemes in ACPs.

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

Secretary, planning speaking on the occasion said that planning process is to be from bottom upwards and we have to visit field before planning.
9 :
Priority Sector Monitoring and Information Systems

[Recommendation : 67 Para 6.9 ]

10 : 
Centralized Data Repository System

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

Presently Lead Bank Returns [LBRs] are generated and monitored using SAMIS software developed by NABARD in terms of RBI guidelines. 

High Level Committee to review Lead Bank Scheme has suggested the following in order to streamline the process under Priority Sector Monitoring and Information System (PSMIS) and avoid duplication of efforts at all levels, observed that there is need for technology upgradation and reducing the burden on LDMs to enable them to devote more time on their core functions has reported the following : 

The bank branches will submit the returns with account-wise details to their controlling offices/Regional Offices/District Coordinators, instead of the Lead District Managers as at present. The Controlling Offices/Regional Offices/District Coordinators need to be made responsible for consolidating their bank branches’ block-wise and district-wise data and furnishing the same to their Zonal Offices/Head Offices as also to the SLBCs/ UTLBCs concerned. The SLBC convenor banks shall consolidate the information received from the concerned controlling offices of banks, and generate bank-wise, block-wise, district-wise, sector-wise, activity-wise reports. 

The implementation of the proposed systems may be undertaken phase wise as under:

Short-Term

• Continuation of existing returns till the time the data reporting mechanism of one source and unique target is implemented.

• Implementation of the proposed system of Priority Sector Monitoring and Information System (PSMIS), in place of SAMIS, with the revised Priority Sector Returns (PSR).

• Bringing urban co-operative banks and branches of scheduled commercial banks located in the metropolitan cities under the purview of Lead Bank Scheme, as they are also lending to various priority sectors.

• Setting up of the Central Nodal Agency (CNA) and initiation of steps to set up the Central Data Repository System (CDRS). 

Medium term

• Implementation of CDRS in a phased manner.

• A secured way of capturing the data from the bank branch to a single target using latest IT initiatives, viz., web-based system should be put in place. The centralized database in the prescribed format would then be furnished to their Head Offices and controlling offices/ regional offices/district co-ordinators, which will then submit the prescribed returns to RBI, NABARD and SLBC. 

Long-term

In the final phase, CNA should complete implementation of the Centralized Data Repository System (CDRS), which would receive all the data from the base level and store it for effective retrieval in the form of any return and ensure convergence towards the rationalization of returns, with the scheme of one source and unique target. The branches would submit data in a secured manner, as initiated in the second phase, to the CDRS directly. Integration of the proposed PSMIS (revised SAMIS) reporting system with the banks’ internal reporting system may also be ensured to smoothen the reporting process and avoid any inconsistencies in data. The data from the branches would be located in the CDRS and any user with access rights would be able to extract their required information in the desired format as per his/her requirements. 

The revised SAMIS reporting system may be implemented on a pilot basis in one/two States and thereafter in other States. Indian Banks’ Association may devise a software for consolidation and generation of bank-wise, block-wise, district-wise, sector-wise, activity-wise reports by SLBC convenor banks on an urgent basis.

The implementation of the entire revised reporting system in the country including developing a Centralised Data Repository System in order to avoid inconsistency of data as also duplicity of its inputting, would require systematic planning and co-ordinated efforts of the various agencies. The Committee, therefore, recommends that a small Working Group may be set up by the Reserve Bank of India, with members drawn from NABARD and select major public and private sector banks, to formulate the modalities and work on implementation of the revised framework.

Considering the recommendations of the High Level Committee we may request IBA to devise software for consolidation and generation of bank wise, block wise, district wise, sector wise, activity wise reports suggested by the committee on an urgent basis.

Further, the Committee also recommends that the system may be implemented on pilot basis in one or two states.

House deliberated on the issues and It was decided to request IBA to prepare software for MIS at the earliest and also request IBA and RBI chose Karnataka for implementation on pilot basis.  


AGENDA  3   : 
 REVIEW OF BANKING STATISTICS AS OF JUNE 2010

Branch Network
As at the end of June 10, the total number of bank branches in the State was 6937. Out of which, Commercial Banks- 4899, RRBs-1201, Co-operative Banks [KASCARD-177, APEX BANK-31, DCC Bank-600] and KSFC-29 Branches.

Deposits

The aggregate deposits of Banks was `  283571 Crore as at the end of June10, registering an increase of `  75173  Crore over the position as at the end of June 09 i.e an increase of 36.07 %   

Advances

The total outstanding Advances of Banks as of June 10 was ` 226879 Crore. The level of Advances has increased by ` 70120 Crore as at June10 over the position as at June 09 with a growth rate of 44.73%.  

Credit-Deposit Ratio
The Credit to Deposit Ratio as of June 10 was 80.01% vis-à-vis 75.22% as of June-09 showing an increase of 4.79 %. The CD ratio was the highest at 96% in Rural areas as compared to 68% in Semi-Urban, 73% in Urban and 82% in Metro areas. 

Further analysis indicates that some banks with good presence are having CD ratio below 60%. [SBM-55, SBH-58, Karnataka Bank –35] These Banks to take steps to increase flow of credit to productive sector of the economy.

Sub committee on CD ratio in its meeting held on 29.09.2010 has observed as follows:

1. CD ratio in Karnataka is less than the CD ratio of  Southern States. The committee has observed that many large and medium Industries and MFI’s promoted by people of other states have availed loans outside Karnataka and invested in Karnataka. 

2. IT, Defence establishments and other companies operating in Bangalore are cash rich having huge deposits in Karnataka. 

3. CD ratio at urban areas is also low in Karnataka.  CD ratio of Banks in Hyderabad city is as high as 140% when compared to Bangalore which is 75%. 

4. Credit flow to small industries in Karnataka is less than AP & TN States. Banks and Government have to play major role to increase flow of credit and CD ratio. 

5. Power shortage is one of the reasons for large Industrial units not coming up in Karnataka and Government can help the Industries in this area. It is observed that help rendered by AP Government in the area of SHG formation and credit linkage is unparalleled.  

6. It is suggested that interest subvention facility should be extended to SHG financed by Commercial Bank and RRB’s and also to treat JLG’s on par with SHG’s for interest subvention and stamp duty exemption.

Priority Sector Advances
The outstanding level of total priority sector advances of Banks stood at    ` 91858 Crore as of June 10 as against ` 70846 Crore as at June 09 showing an increase of ` 21012 Crore recording a growth of 29.66%.  The percentage of priority sector advances of Banks works out to 40.49% surpassing the Benchmark level of 40% as stipulated by RBI.

The total agricultural advances as at June10 were to the tune of ` 42668 Crore constituting 18.81 % of the total advances of Banks as of June 10, out of which direct advances to agriculture stood at ` 31979 Crore
The outstanding Advances to Weaker Sections by Banks was ` 24686 Crore constituting 10.88 % of the total Advances. The outstanding advances to Small & Marginal farmers was to the tune of ` 14906 Crore covering about 2.58 lakh accounts, constituting 34.93 % of the total Advances to Agriculture. The outstanding advances to SCs/STs were ` 7982 Crore constituting 3.52 % of the total advances, there by showing an increase of  ` 2546 Crore over the previous corresponding year level. 

The Principal Secretary, Finance instructed SLBC to upload all the Banking statistics, ACP documents etc to the website so that it would be accessible to all concerned. All the banks were 
requested to improve the CD ratio and the banks with very low ratios were specially instructed to do so.  The PS, Finance also recommended for breaking up of Agricultural advances season wise while migrating to better reporting systems. 

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 direct housing as at June-10, in respect of Commercial Banks and RRBs stood at `. 21732 crore covering 362258 accounts.

Public Sector Banks have formulated Reverse Mortgage Loan Scheme for the benefit of the Senior Citizens. The Banks assisted 523 persons with a loan amount of `. 63 crore as at June 10.   The Sub Committee was schedule to meet on 8th November.  Bankers were requested to organize awareness programmes on the schemes and sensitize grass root level functionaries.
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 2010, the outstanding level of education loans stood at ` 3163 crore covering 177870 accounts. Banks have disbursed loans to 7376 students amounting to ` 128 crore during the first quarter.  Govt of Karnataka, in the Budget announcement has exempted stamp duty on education loans. 

Govt of India has introduced new scheme to provide interest subsidy during moratorium on Education loans for students belonging to EWS, [with parental family income from all sources is less than Rs.4.50 lacs.] Under the scheme, State Govt is required to designate authorities to issue Income Certificate. The State Govt has been requested to designate the authorities under the scheme. The Revenue Dept was requested to designate the authorities at the earliest to enable banks to sanction loans under the scheme.
Credit Flow to Micro, Small & Medium Enterprises [MSME] – June 10 

As per the guidelines issued by GOI/RBI, the Banks have taken steps for increasing the flow of credit to Micro, Small & Medium Enterprises.  The outstanding level of credit to Micro Enterprises stood at  ` 8470 Crore. The advances to Small Enterprises were at the order of ` 11375 Crore. The advances to Medium Enterprises stood at ` 14275 Crore as at June 10.  The percentage of advances to Micro & Small Enterprises [` 19845 Crore] was at the order of 58.16 % out of the total advances to MSME Sector [` 34120 Crore].    

The sector-wise particulars are as follows:













` in crores

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

-[Equip Upto Rs.10 lakh]
	TOTAL

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

	MICRO ENT
	81736
	       3378.47
	400889
	5091.43
	482625
	8469.90

	SMALL ENT 
	18174
	6851.47
	49593
	4523.32
	67767
	11374.79

	MEDIUM ENT
	4362
	4457.44
	3396
	9817.87
	7758
	14275.31

	TOTAL
	104272
	14687.38
	453878
	19432.62
	558150
	34120.00


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

RBI vide Cir.No.RPCD.SME&NFS.BC.No.79/06.02.31/ 2009-10 dated 6-5-10 stated that the banks are mandated not to accept collateral security in the case of loans up to Rs.10 lacs extended to units of MSE Sector.  Banks may also strongly encourage their branch functionaries to avail of the CGTMSE cover, including making performance in this regard a criterion in the evaluation of their field staff. 

All commercial banks and RRBs are requested to issue suitable instructions to controlling offices/branches for meticulous/strict compliance in this regard.

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

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

                  (Amount  `  in crore)

	Sector
	Annual Target
	Disbursements
	%age Achieve- ment over Annual Target

	
	
	Comm. Banks
	RRBs
	Co-op Banks
	KSFC
	Total
	

	Primary
	25970
	3178.26
	957.01
	1282.29
	0
	5417.56
	20.86

	Secondary
	3167
	817.57
	151.59
	3.39
	53.81
	1026.36
	32.41

	Tertiary
	9815
	1045.76
	148.75
	0
	57.67
	1252.18
	12.76

	TOTALPSA
	38952
	5041.59
	1257.35
	1285.68
	111.48
	7696.10
	19.76

	Production Credit [CL]
	15470
	1935.39
	865.43
	1235.58
	0
	4036.40
	26.09


Banks have disbursed ` 7696 crore under ACP 2010-11 up to June 2010 reaching an achievement level of  19.76 % of the total outlay under total Priority Sector Advances. NABARD has observed that share of Comm. Banks, under outlay for agri sector is 75% and disbursement made so far is low when compared to RRBs & co-operative banks and Comm. Banks need to gear up and lend aggressively towards agriculture.

AGENDA  5.0
                CENTRAL AND STATE SPONSORED SCHEMES

5.1 PRIME MINISTER EMPLOYMENT GENERATION PROGRAMME [PMEGP]

Khadi & Village Industries Commission [KVIC] is the nodal agency for implementing Rural Employment Generation Programme [REGP] of GOI, Ministry of Micro, Small &  Medium Enterprises [MSME]. KVIC Mumbai has advised that while implementing the programme, the nodal agencies/blocks have to ensure coverage of social category beneficiaries such as SC-15%, ST –7.5%, OBC-27%, Minorities-5%, Ex Serviceman-1%, PHC –3%, Women-30% (overall).  The progress under PMEGP for the year 2010-11 as at June, 2010 is as follows:        

[Amount  ` in lacs]

	Agency
	Targets


	Actual Achievement

	
	
	Sanctioned by Banks
	Disbursement by Banks

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

	KVIC
	621
	868.81
	6210
	502
	1567.70
	211
	691.22

	KVIB
	620
	868.81
	6200
	1199
	2140.56
	347
	868.55

	DIC
	828
	1158.40
	8280
	1345
	3286.80
	412
	1109.82

	Total
	2069
	2896.02
	20690
	3046
	6995.06
	1091
	2669.59


The achievements furnished by KVIC and KVIB are reported to be very high since during first quarter hardly any applications were sponsored to the banks. KVIC official informed that the progress reported is inclusive of the subsidy disbursed during this year for the loans sanctioned last year. KVIC was advised to furnish sanctions pertaining to current year’s information only. House also felt that monitoring and reporting of PMRY, PMEGP needs improvement.  Since KVIC is not having district level offices, it was felt that implementation and monitoring of the scheme at district level by KVIC is not proper.
 5.2
SWARNA JAYANTI GRAM SWAROZGAR YOJANA (SGSY) [2010-11]

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

	
	Target
	Amount
	Subsidy amt

	Individuals
	20831.25
	69.23
	6.99

	SHGs
	
	1185.51
	496.07

	Total
	20831.25
	1254.74
	503.06


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

	Sl.No
	Category
	Credit
	Subsidy
	Total

	1
	SC
	382.55
	165.06
	547.61

	2
	ST
	127.95
	51.67
	179.62

	
	Total SC ST
	510.50
	216.73
	727.23

	3
	Minorities
	106.21
	48.31
	154.52

	4
	Women
	1181.30
	470.18
	1651.48

	5
	Disabled
	19.45
	8.87
	28.32


(Amount  ` in lacs)


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

 The progress up to June, 10 is furnished below – 

	Category
	Annual Target
	Credit disbursements           [Amt. ` in lacs]

	
	Physical
	Financial
	Number
	Loan Amount
	Subsidy

	ME
	1975
	987.50
	630
	756.68
	265.50

	DWACUA [Groups]
	395
	1185.00
	100
	548.25
	255.00


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

Progress as at June, 2010 is as under :

[Amt. ` in lacs]
	Parameters
	Self Employment Programme

( S E P )
	Industry-Service-Business

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

	Annual Target
	7500
	860
	NA

	Achievement
	944
	184
	22

	Bank Loan
	203.47
	301.32
	10.40

	Margin Money
	0.00
	74.62
	0.00

	Subsidy
	90.25
	6.70
	2.20

	Total Assistance
	293.72
	382.64
	12.60


5.5 SCHEME OF KARNATAKA S.T. DEVELOPMENT CORPORATION –

The Corporation is implementing 2 schemes, viz, Self-Employment Scheme and ISB Scheme for the benefit of persons belonging to Scheduled Tribes. 

The progress for June 10 is as follows.                                                   

[Amt. ` in lacs]

	Name of the scheme
	Annual Target
	Progress as of MARCH 10
	

	
	Physical
	Subsidy
	Margin money
	Physical
	Subsidy
	Margin money
	Bank loan
	Total

	Self Employment
	2500
	250.00
	-
	491
	46.06
	-
	93.63
	139.69

	ISB Scheme
	300
	30.00
	150.00
	97
	2.70
	46.69
	184.44
	234.03

	TOTAL
	2800
	280.00
	150.00
	88
	48.76
	46.69
	278.07
	373.72


5.6 SCHEME OF KARNATAKA MINORITIES DEVELOPMENT CORPORATION 

The Corporation is implementing the Swavalambana scheme. 

Progress as at June, 2010 is as under:

[Amt. ` in lacs]
	TARGET
	ACHIEVEMENT

	Physical
	Financial
	Physical
	Financial

	7200
	600.00
	230
	19.83


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

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

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

	Physical Target
	Financial Target

	
	Subsidy
	Margin Amount
	Total

	5000
	250.00
	750.00
	1000.00

	Achievement as at JUNE 2010

	Physical 
	Financial 

	
	Subsidy
	Margin Amount
	Total
	Bank Amount

	237
	11.85
	30.73
	42.58
	110.44


The Corporation is also implementing a Subsidy-linked scheme for Traditional Artisans. The scheme envisages that each beneficiary will be provided with subsidy amounting to Rs.5000/- and bank loan of Rs.5000/-. 
[Amt. ` in lacs]
	Target for the year 2010-2011

	Physical Target
	Financial Target

	30000
	1500.00

	Achievement as at JUNE 2010

	Physical 
	Financial 

	
	Subsidy
	Bank Loan
	Total

	5365
	268.25
	268.25
	536.50


Sub committee on Govt Sponsored Schemes held on 23.09.2010 has observed the following shortcomings in implementing of GSS:

1. Banks are not extending full financial requirements of the project making them non-viable.

2. Delay in sponsoring of applications by line departments and bunching of applications during fag end of the year.  The delay is more pronounced under PMEGP.

3. Interest is charged on entire loan amount in schemes where back ended subsidy is available.

4. Branch managers and line departments should attend BLBC meetings regularly and sort out operational issues.  Banks are to post sufficient staff at rural branches and make deputation arrangements if required to attend meetings.

5. Banks should avoid communicating provisional sanctions particularly during fag end of the year and are returning later for not fulfilling the sanction terms by the beneficiaries.

6. Assistance of Government departments in recovery of loans under GSS is required and better co-ordination is required among Banks and line departments.

AGENDA 6.0

SPECIAL FOCUS PROGRAMMES

6.1     CREDIT FLOW TO MINORITY COMMUNITIES 

The Scheduled Commercial Banks, including RRBs, have extended loans to 100256 beneficiaries amounting to `. 839.92 Crore during 2010-11 as at June-10. The outstanding level of advances to Minority Communities as at the end of June-10 was `. 9532 Crore registering an YOY growth of `. 2336 crores [32.46%] over June 09. 

FLOW OF CREDIT TO MINORITY COMMUNITIES IN IDENTIFIED DISTRICTS 

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


                          [ ` in Crore]

	Name of the District
	Bidar
	Gulbarga
	Dakshina Kannada

	Name of Lead Bank
	SBI
	SBI
	SyndicateBank

	Total Advances
	1847.08
	3136.77
	8281.62

	Priority Sector Advances
	1315.93
	2535.75
	5338.95

	Lending  to Minority Community
	199.92
	230.50
	1130.21

	% of Minority Community Lending to PSA
	15.19
	9.09
	21.17

	Stipulated % of Minority Community Lending to PSA
	15.00
	15.00
	15.00


The flow of credit to minority communities in Bidar and Gulbarga Districts require improvement to achieve the stipulated target of 15% of priority sector advances in the district. The banks operating in the districts are requested to increase flow of credit .

6.2 CREDIT FLOW TO WOMEN

Banks have disbursed `. 1762.45 Crore to 141007 Women Beneficiaries during the year 2010-11 up to June, 2010. The outstanding level of Advances to Women Beneficiaries was  ` 19102.06 Crore as of June, 10 constituting 8.42% total of advances.  

6.3 
 
KISAN CREDIT CARD

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

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

The Banks have issued 157388 KCC Cards during 2010-11 with credit limit of `.1409.03 Crore.  Agency-wise number of Cards issued is as under:    
( `. in Crore)

	Agency
	Target for

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

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

	Comm.Banks
	375000
	93443
	996.53
	811240
	6628.01

	RRBs
	400000
	50723
	379.58
	640571
	3089.79

	Cooperatives
	225000
	13222
	32.92
	1479468
	3407.40

	Total
	1000000
	157388
	1409.03
	2931279
	1312520


NABARD has suggested that in view of the directives of GOI for increasing the flow of credit to agriculture sector and providing total financial inclusion in the country, the Commercial Banks, the Cooperatives and RRBs are required to identify and bring such farmers including non willful defaulters, Oral lessees, Tenant farmers, Share-Croppers etc., who may have been left outside the fold of the scheme as also new farmers into KCC fold. As a first step to achieve this, all farmers in the State should be provided with a Kisan Credit Card. Banks may have a time-bound strategy for the same and also start a village level special campaign. The banks can also explore the possibility of using Farmers’ Club Volunteers, SHG leaders, Business correspondents and facilitators for helping the farmers in this endeavor. 
The SLBC may obtain the KCC Position district wise/ agency wise for all the agencies and focus on concentrating on those districts with less coverage, reasons thereof, strategy to be adopted, enhancing the scope of issue of coverage etc. SLBC may consider making available the GLC and KCC data on their website.

Sub-committee on flow of credit to agriculture in its meeting held on 16.10.2010 has suggested the following:

1. The foremost impeder for flow of credit to agriculture is non revision of unit cost of investment.  It is suggested to form a committee at District level with CEO, ZP as Chairman, LDM as the convenor and district level authorities from line departments as members.  The committee shall meet every year for the purpose.

2. It is suggested to simplify credit delivery procedures.

3. Non availability of labour is one of the impeding factors in farmers taking intensive agriculture and credit off take is affected because of this. It is suggested that MGNREGS could be made use of to overcome this limiting factors.

4. Potential is available for promoting power tiller use, precision farming, drip irrigation, mini dhal processing mills etc.,

5. Recycling of credit is affected as many farmers are still awaiting for full waiving of farm loans.

6. Electronic media should be made use of to educate farmers on use of credit facilities available.

7. The Principal Secretary, Agriculture, GOK consented during the meeting that GOK will be participating in the setting up of Karnataka Farmers Resource centre at Bagalkot and to contribute fund for the corpus on behalf of GOK in view of the need for establishment of such Institute to increase credit flow to agriculture in the State.

After discussion in the matter, RRBs assured to meet targets under issue of cards and disbursement simultaneously.

AGENDA  7.0 
SELF HELP GROUPS

Progress under SHG Bank Linkage as at JUNE 2010 – 

                                                                                                                [ ` in  Crore]

	Agency
	Target

	
	New
	Repeat
	Total

	Commercial Banks
	40000
	160000
	200000

	RRBs
	
	
	

	Cooperatives
	
	
	

	Total
	40000
	160000
	200000


Achievement as at June, 2010                                           [` in  Crore] 

	Agency
	DIRECT
	INDIRECT
	TOTAL

	
	NEW
	REPEAT
	TOTAL
	
	

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

[ 6+8]
	AMT

[ 7+9]

	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11

	COM. BANKS
	8948
	44.37
	4001
	84.51
	12949
	128.88
	15055
	122.65
	28004
	251.53

	RRBs
	1927
	16.30
	2880
	38.95
	4807
	55.25
	501
	2.25
	5308
	57.50

	CO-OP

BANKS
	1784
	40.40
	3714
	20.05
	5498
	60.45
	0
	0
	5498
	60.45

	TOTAL


	12659
	101.07
	10595
	143.51
	23254
	244.58
	15556
	124.9
	38810
	369.48


Outstanding position of advances to SHGs as at June 10: 

	Agency
	No. a/cs
	Amount      (`Crore)

	Commercial Banks
	252592
	1733.42

	RRBs
	73508
	499.84

	Cooperatives
	198542
	1164.69

	Total
	524642
	3397.95


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

NABARD has suggested the fallowing points 

a. Banks may categorise the SHG Accounts into ‘Active’ and ‘Inactive’ and take appropriate measures such as promoting micro credit enterprises among ‘A’ grade SHGs, arranging training for ‘B’ grade SHGs and initiatives for rejuvenating ‘C’ grade SHGs.  

b. SHGs may be encouraged to prepare member-wise Micro credit Plan taking into account the consumption, income generation and debt swap needs of all the members of SHGs individually and consolidate the same for the group.  Branches can take into account the Micro credit Plan while deciding on the quantum of loans.

c. In order to purvey credit to small / marginal farmers, tenant farmers, oral lessees who were hitherto outside the ambit of formal credit delivery system, banks may form and credit link under the new incentivisation of JLGs (Circular issued by NABARD).  During 2010-11, NABARD proposes to form and credit link at least 15000 JLGs in the State of Karnataka.

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

Presently, GoK provides interest subvention to Cooperative banks for lending to SHGs @ 4%. NABARD has suggested that this may be extended to all banks in the State to enable them meet the entire credit requirements of the SHGs. This would facilitate higher quantum of loans to SHGs thereby reaching the target of ` 6000 crore loans outstanding to SHG by 2012-13 as is being envisaged under NRLM programme. 

AGENDA  8.0


STREE SHAKTI PROGRAMME

The progress under Stree Shakti Programme as furnished by the Women & Child Development Department, Govt. of Karnataka, for June, 2010 is as under: 

	No. of Stree Shakti Groups formed
	130000

	No. of groups maintaining accounts with banks
	130000

	Cumulative amount saved by the Group Members
	` .846.90 Crore

	No. of groups credit linked
	121153

	Loan disbursal by banks
	`. 1128.64 Crore 


‘

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

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

AGENDA 10
IMPLEMENTATION OF SPECIAL SCHEMES

A]
Agri-Clinics / Agri-Business

As per the information received from Banks, during the current fiscal [2010-11], Commercial Banks have financed 26 Clinics [ `  0.33 cr] up to June, 10.  Banks are requested to monitor the implementation of the scheme at the ground level and ensure sanction of the proposals received on merits, submit subsidy claims to NABARD in respect of eligible proposals.

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

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

AGENDA 11.0 - 
RECOVERY

11. A 

RECOVERY OF BANK DUES UNDER GOVERNMENT SPONSORED 

               
SCHEMES

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

       furnished below-





(Amount in ` crore )

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

	P M R Y
	135.31
	50.88
	84.43
	62.39

	SGSY
	Individuals
	143.34
	68.22
	75.12
	52.41

	
	Groups
	92.03
	75.29
	16.74
	18.18

	SJSRY
	M E
	14.97
	6.75
	8.22
	54.90

	
	DWCUA
	5.45
	3.34
	2.11
	38.72


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

NON-PERFORMING ASSETS POSITION –

There were 488741 NPA a/cs involving an amount of ` 8573.92 crore as of June, 10 accounting for 3.78% of total advances. Farm sector account for 126739  a/cs with a balance of ` 1409.12 crore constituting 3.30% of advances to agriculture.  

AGENDA 12

RECOVERY UNDER KPMR & KACOMP ACTS

As on June 10, 28386 cases filed by Banks under RR Acts were pending before Revenue Authorities involving an amount of ` 92.47 Crore.  The Banks have filed 511 applications during the current quarter involving loan amount of ` 3.15 Crore. There are 11314 cases pending for more than 3 years for recovery under RR Acts.  Meeting of Sub Committee on Recovery, Rehabilitation and Other measures is proposed to be conducted on 23.10.2010. 
Revenue Dept., GOK is requested to advise District level revenue authorities to expedite execution of Recovery Certificates for realizing the due. Sub Committee was asked to meet and come out with suggestions to improve recovery.
AGENDA 13 

APPOINTMENT OF RECOVERY TAHSILDARS IN THE DISTRICTS 

WITH LARGE AMOUNT OF BANK DUES :

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

The matter was discussed during 113th SLBC meeting. And it was decided that the Sub-Committee constituted for “Recovery & Rehabilitation” shall deliberate and decide on the issue. The Sub-Committee is yet to meet & it is requested to convene the meeting at the earliest & deliberate on the issue. The house felt that recovery tahasildar may be reintroduced. 
AGENDA 14:

IMPLEMENTATION OF COFFEE DEBT RELIEF PACKAGE – 2010

The Coffee Debt Relief Package – 2010 communicated by Ministry of Commerce and Industry, Dept of Commerce, Govt. of India, vide letter dt 14.6.2010 was circulated among banks in the State for implementation of the scheme.  As per the guidelines and decision of the monitoring committee, SLBC in consultation with IBA has to suggest norms for rescheduling the balance loan amount after extending waiver to RBI for approval. Accordingly, SLBC took it up with IBA vide letter No.SB/GOVT/SLBC/Coffee/1254m dt 6.9.2010 has informed that its Managing Committee agreed with the suggestions on rescheduling of  loans of small growers, medium and large growers made by the bankers at the meeting held on 7.7.2010. IBA also permitted SLBC to take up the matter with RBI for getting necessary regulatory clearance for implementing the scheme.

In this connection, Coffee Board has initiated action for implementing the above package. A meeting of bankers was held by Coffee Board on 18.6.2010 to discuss the modalities of implementation of the scheme followed by an interaction meeting with Bankers and growers on 6.7.2010 to firm up various issues of bankers and growers association in implementation of the package and refer the same to the monitoring committee for necessary guidance. 

In this connection, SLBC had also convened a meeting of bankers having sizeable exposure in coffee advances on 7.7.2010 in order to discuss issues related to Coffee Debt Relief Package and to give suggestion for reschedulement modalities.  The following modalities for rephasement were suggested:

Small Growers

In case of small growers, the balance amount under SCTL loans [25%] after providing relief under the package may be rescheduled as under.

a. In case of SCTL loans of small growers, the loans may be rescheduled and made repayable in  7 annual instalments with two years moratorium period.  The interest accrued during the moratorium period shall be funded and repaid along with the installment of the rescheduled loan.

b. The rescheduled loan account may be classified as standard asset enabling the coffee growers to get fresh loans.

c. The rate of interest on rescheduled loans may be charged at 9% p.a as applicable to SCTL Loans in case of commercial banks and 3% in respect of co-operative banks.

Medium and Large Growers
With regard to medium and large growers, the accounts eligible under relief package may be rescheduled as follows: 
1. In case of medium and large farmers, existing term loans including SCTL may be rescheduled and made payable in 7 annual instalments with a moratorium of 2 years. The interest accrued during the moratorium period shall be funded and repaid along with the installment of the rescheduled loan.

2. In case of crop loans, the same may be converted into medium term loans repayable in 3 yearly instalments with a moratorium of 1 year. The interest accrued during the moratorium period shall be funded and repaid along with the installment of the rescheduled loan.

3. The rescheduled loan account may be classified as standard asset enabling the coffee growers to get fresh loans. 

4. The rate of interest on rescheduled SCTL loans may be continued at the rate of 9% p.a. In the case of Non-SCTL loans, the rate of interest as applicable to such loans will continue.

SLBC referred the matter to RBI for statutory clearance for restructuring of loans. However, RBI vide their letter No DBOD.CO.BP.No.5356/21.04.132/2010-11 dt October 1st 2010 has informed as follows:

1. After examining the request for restructuring and classification of accounts covered under coffee package RBI has expressed their inability to grant any sector specific relaxations to implement the coffee debt relief package 2010. The accounts can be restructured as per the package if Banks assess the account to be viable. However, the asset classification norms will be governed by their extent guidelines on restructuring of advances in view of the fact that there have been relief packages in April 2002, Sept 2003 and again in June 2005 for the coffee growers.
2. As regards the suggestion for classification of rescheduled loan account as standard asset in order to enable Banks to lend more funds, they have advised that it is not stated anywhere that fresh facilities cannot be extended to NPA accounts on restructuring. In fact the extant RBI guidelines permit that additional finance in restructured NPA accounts be treated as Standard Asset upto a period of one year after the first interest/principal payment, whichever is earlier, falls due under the approved restructuring package (Para 3.2.5 of our circular No. DBDO.BP.BC 37/21.04.132/2008-09 dt. August 27,2008)
3. It is also advised that correctly reflecting the asset quality in Balance Sheet and providing for them as per the prudential requirements is a must to preserve the robustness of the Banking system. 
The Chairman, Coffee Board and Convenor, SLBC met Executive Director, RBI and CGM I/C, DBOD, RBI, Mumbai on 19.10.2010 to discuss the issues of restructuring modalities under Coffee Debt Relief Package – 2010. During the discussion, RBI has reiterated the earlier instructions and advised to follow the extant guidelines in respect of restructuring of loans and extending fresh credit the growers as contained in their circular no. DBDO.BP.BC 37/21.04.132/2008-09 dt. August 27, 2008

A meeting of major bankers implementing CDRP-2010 was held on 23.10.2010. The following recommendations have emerged from the meeting:
1. Outstanding loans as on 30.06.2009 to be rescheduled – [all types of loans -Short /Medium / Long term including post & pre-2002 loans, SCTL etc].

2. The asset classification as on 30.06.2009 shall be considered i.e., if the account is standard as on 30.06.2009, then, the account status as on 30.06.2009 to continue after restructuring. Prudential requirements as per RBI will apply. As per the package, the status of account is frozen as on 30.06.2009.

3.  The period of restructuring shall be as recommended by SLBC / IBA :

·  For Pre-2002, SCTL, etc & Post-2002 loans (Term Loans), the period is 9 years including initial moratorium duration of two years. [In case of Small growers, balance amount left after passing on debt relief].
· For Crop Loans, the period is 4 years including initial moratorium duration of one year.

· Repayment of interest during moratorium period is deferred and is capitalized.

· Rate of interest on rescheduled loans shall be charged as applicable earlier.
The House adopted the above recommendations of the bankers meeting. It was suggested that above decision may be submitted to RBI and get confirmation that above decision is in order. 

Director, Finance, Coffee Board requested the bankers to submit the claims at the earliest and house suggested to bankers to complete the process by 30.11.2010.
The Chairman, Chicko Bank requested for reimbursement of bank share of subsidy considering their weak financial position. GM, RBI suggested that NABARD will take up with the Govt and sponsor bank regarding reimbursement of subsidy portion to the bank.  The Chairman also said that since NABARD is controlling authority for RRBs they shall issue letter to CHICO Bank for extending CDRP-2010. 
AGENDA : 15
:  REDUCTION IN STAMP DUTY AND REGISTRATION FEE IN RESPECT 

                           OF REGISTERED SIMPLE MORTGAGE.

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

In respect of Registered Equitable Mortgage, apart from stamp duty as applicable to UREM, registration fee is to be paid at 0.1% on the loan amount, subject to a minimum of Rs.100/- and maximum of Rs.10,000/-.  It may be noted that lot of frauds are taking place while creating Un-Registered Equitable Mortgage in the Banking industry by producing duplicate title deeds, fake documents etc,.  However, the stamp duty for RSM is on the higher side when compared to Equitable Mortgage.  Hence, many of the Banks create Equitable Mortgage, instead of RSM and land in problem, when the documents are duplicate/fake.
In view of the above facts, it was suggested to GOK to reduce stamp duty payable for RSM. The representative of revenue department informed the house that the Govt. will decide on reduction of stamp duty after studying the position in neighbouring States
Waiver of Stamp duty on loans to JLGs -  

The GoK has waived stamp duty on all loan documents (loan agreement/ inter se agreement) pertaining to loan availed from banks by SHGs vide Notification dated 20 September 2005. Keeping in view the spirit of reducing the burden on SHG members behind the GoK Notification, the same facility may also be extended to JLG members. 

A letter regarding the above has already been written by NABARD to the Principal Secretary RDPR, GoK.

The Principal Secretary, RDPR assured to look into the matter and examine the issue.

AGENDA 16 
:   

A.     REPRESENTATION OF INSURANCE SERVICE PROVIDERS IN SLBC/DCC AND 

        SUB- COMMITTEE ON FINANCIAL INCLUSION.

Rangarajan Committee on Financial Inclusion has stressed the need for Micro Insurance as a key element in the Financial service package for people at the bottom of the pyramid. Micro credit without micro Insurance is self defeating.  Therefore, there is need to integrate micro credit with Micro Insurance.  So NABARD Karnataka RO has suggested that it would be beneficial if representatives from Insurance companies (life and non-life) are members of SLBC/DCC so as to enable them to appraise the forum of various products and services offered by them to the rural poor and thereby utilize the services of existing network (Banks, NGOs etc) to sell their products. 

Considering the large number of Insurance companies in the market it is suggested to include public sector Insurance companies namely LIC under life Insurance companies and National Insurance company, Oriental Insurance company and United India Assurance Co, under non life Insurance companies as permanent invitees and two private sector Insurance companies on rotation as invitees to SLBC.  The House accepted the proposal to invite the Insurance Companies to the meeting.
 B.        REPRESENTATION OF ASSOCIATION OF KARNATAKA MICRO FINANCE 

             INSTITUTIONS (AKMI)

NABARD RO Bangalore has suggested inviting representatives of AKMI to SLBC meetings as MFIs in the state have financed significant amount poor villagers and farmers in the state. This will facilitate better monitoring of finance extended by MFIs in rural areas.

It was decided to invite private insurance company’s also to future SLBC meetings.

AGENDA 17:   JOINT LIABILITY GROUPS- COVERAGE UNDER PERSONAL ACCIDENT 

                          INSURANCE SCHEME.

As per policy of Government of India farmers availing loans under the Kisan Credit Card Scheme are covered under PAIS.  Similarly borrowers under Swarojgar credit card are also covered under the Insurance Scheme. Cauveri Kalpatharu Grameena Bank has suggested that Banks are aggressively forming joint liability groups and extending financial assistance to them. The members of these groups mostly from lower strata of society, In case of Death or permanent   disability the family of the members are put to untold hardship besides exposing the  Banks to financial risk covering these beneficiaries also under PAIS Scheme will to some extent mitigate the hardship of the family. In light of the above Cauveri Kalpatharu Grameena Bank has requested SLBC to   request the Government of India to extend the Scheme to the members of the JLGs. 

It was decided that SLBC would take up with Govt of India.
AGENDA 18:       EXTENDING FINANCIAL ASSISTANCE TO WEAVERS THROUGH BANKS.

Chairman, Karnataka Handloom Development Corporation ltd., has represented to Hon’ble chief Minister that though the GOK is having Scheme for extending loan to weavers at 3% through Banks and Co-operative organizations. It is reported that Banks are not extending timely credit to the weavers and has requested the Chief Minister to advice Banks to extend timely credit to weavers. Additional Chief Secretary and Development commissioner has advised to include this in the agenda of SLBC for discussions. Banks were advised to co-operate and extend credit to weavers.
NABARD has informed that Orissa and Andhra Pradesh Government have taken up some initiatives for development of Weavers sector. These have been sent to Handloom Dept, RCS, KSCAB etc for trying possibilities of replication with modifications to suit Karnataka.

Modified National Insurance Scheme (MNAIS) on Pilot Basis during Rabi 2010-11

The administrative instructions on the above have been forwarded to all the Public Sector Banks, RRBs and SCBs by NABARD on 1 October 2010. All the banks are requested to ensure wide publicity of the Scheme among farmers and expand its coverage so as to ensure the benefits to a maximum number of farmers in the selected districts.

SYSTEM OF RICE INTENSIFICATION (SRI)

A pilot project on promotion of System of Rice Intensification is being implemented in the State. The basic aim of the project is to promote SRI technology among small & marginal farmers. Under the project, financial assistance is extended to the implementing agencies for providing necessary capacity building, hand holding through on-site technical guidance and inputs. NABARD has so far sanctioned 6 projects in the districts of Tumkur (1), Bellary (1), Mandya (1) & Raichur involving an average grant support of Rs.17 lakh per project.

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

GOK provides subsidy to banks for lending at 3% for agriculture loans to SF/ MF.  Some of these small/ marginal farmers do not have a clear title of the land rendering them ineligible for bank credit. To ensure smooth flow of credit to these farmers, NABARD has evolved the model of JLGs.  JLGs are graduated version of SHGs (4-10 members form a Group), to facilitate farmers (SF/ MF/ TF/SC/OL) to access bank loans through group approach for meeting the credit needs for pursuing their farming activities. To resolve the issue of security for the loans being granted by the bank, the Joint Liability Agreement and peer pressure in the group serves as security for repayment of loan.  

Further, with the enhancement of limit by RBI for waiver of margin/ security from the existing level of `.50000/- to `.1,00,000/-  coupled with the  interest subvention that is presently being provided for agriculture loans to SF/ MF,  if extended to JLGs of TF/ SC/ OL will go a long way in enabling these marginalized sector to be brought into institutional frame work and free them from the clutches of money lender, besides giving impetus for increased credit flow to agricultural activities.  

The Principal Secretary, RDPR instructed the banks not to levy interest on subsidy amount for which he was receiving some complaints.
Pragathi Grameena Bank Chairman informed the house that paddy growers in the area had experienced reduction in paddy growth. He asked for State Govt to help.

The GM, NABARD announced the impeding Kara Kushala Mela from 1st to 8th Nov 2010 and asked the Bank/Govt officials to attend.

The meeting came to a close with Vote of Thanks by Sri.V.K.Nagar, Executive Director, Syndicate Bank.
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