Government of India
Ministry of Finance
Department of Financial Services
RAJYA SABHA
Starred Question No. *87
Answered on Tuesday, February 9, 2021/ 20 Magha, 1942 (Saka)
SAFEGUARDING OF PUBLIC DEPOSITS IN CO-OPERATIVE BANKS

*87 Shri G.C. Chandrashekhar:
Will the Minister of Finance be pleased to state:

{a) the plan to safeguard the public deposit in the co-operative banks in the country, if so,
the details thereof: and

{b) if not, whether a sub-committee or expert committee is proposed to be set up to study
and analyse how to safeguard the public money?

Answer

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE
(SHRI ANURAG SINGH THAKUR):

(a) to (b): A statement is laid on the table of the House.
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Statement referred in reply to parts (a) to (b) of Rajya Sabha Starred Question No. *87 to be answered on
09.02.2020 regarding Safeguarding of public deposits in co-operative banks by Shri G.C. Chandrashekhar

(a) to (b): Earlier many provisions of the Banking Regulation Act, 1949 relating to the governance and sound
regulation and supervision of banks that were applicable to banking companies were not applicable to co-operative
banks. Keeping in view developments in the banking sector and the regulation thereof over time, amendments have
been made through the Banking Regulation (Amendment) Act, 2020 for extending such provisions to co-operative
banks as well. While providing for better management with proper regulations, the Act aim to ensure that the
affairs of the cooperative banks are conducted in & manner that protects the interest of depositors by increasing
professionalism, enabling access to capital, improving governance and ensuring sound banking through the
Reserve Bank of India.

The provisions of the Act have been brought into force for Urban Co-operative Banks (UCBs) and State
Cooperative Banks (StCBs)/District Central Cooperative Banks (DCCBs) with effect from 26.06.2020 and
01.04.2021 respectively.

The said Act provides for the following broad measures, inter-alia, to protect the interest of the depositor:

¢ Ensuring sound financial management through regulatory compliance in respect of financial statements, audit,
unclaimed deposits with an effective oversight by the regulator.

e Regulatory approval for engaging and removal of auditors for enhancing transparency, restoring depositors’
confidence and protecting their savings.

¢ Regulator to make the reconstruction scheme in respect of Co-operative Banks as well, in case depositors or
the bank are at risk due to financial mismanagement or governance lapses.

e RBI’s power to supersede a bank’s Board in the interest of the public or depositors, or for securing proper
management of the bank, which was earlier applicable only in respect of Banking Companies (Commercial
Banks) and Multi-State Co-operative Banks, to be applicable in respect of non-Multi-State Co-operative
Banks as well.

¢ To facilitate raising of capital, co-operative banks to be authorised to issue share capital and securities to non-
members residing within their area of operation without altering “one member one vote™ principle.

e Restricting co-operative banks from lending to their own directors, debarring Co-operative Bank directors
employed by or having substantial shareholding in other companies, and prohibiting them from holding
directorship in other banks to ensure that there is no conflict of interest in Board level decision-making.

Reserve Bank of India (RBI) has informed that a circular has been issued on February 03, 2021 on Risk-Based
Internal Audit (RBIA) covering all deposit taking Non-Banking Finance Companies (NBFCs); all non-deposit
taking NBFCs (including Core Investment Companies) with asset size of Rs. 5,000 crore and above; and all
Primary (Urban) Co-operative Banks (UCBs) with asset size of Rs. 500 crore and above. The circular intends, inter
alia, to provide the essential requirements for a robust internal audit function, which, inter-alia, include sufficient
authority, proper stature, independence, adequate resources and professional competence, so as to align these
requirements in larger NBFCs/UCBs with those stipulated for Scheduled Commercial Banks. It is expected that the
adoption of RBIA by such entities would help to enhance the quality and effectiveness of their internal audit
system.

Further, with effect from February 4, 2020, the deposits insurance cover for banks by Deposit Insurance and Credit
Guarantee Corporation (DICGC) has been increased from Rs. 1 lakh to Rs. 5 lakh with a view to providing a
greater measure of protection to depositors. With the current limit of deposit insurance in India, the number of fully
protected accounts in case of Co-operative banks is 21.42 crore as at end of September, 2020, constituting 98.5 per
cent of the total number of accounts (21.75 crore). In terms of amount, the total insured deposits of Rs. 6,58,445
crore as at end-September 2020 constituted 68.3 per cent of assessable deposits of Rs. 9,63,691 crore.
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‘TN St SeTar T STARIRAAT HT g & wEy 7 A S @ geedey @R q@ v 9 wRadl, 2021 &
TSI AT ARIfhd Wl T&AT #87 & 19T (&) 3R (@) & 3¢ 7 3fear@a f@avor

@) 3t (@): 7@ # daf & fFrerwer iR gure RfEges @ wdaeor § G&ftd deal e s,
1949 & &% 3uder s ke dafeat & fow oy &, § wgar daf @ Ay A A A a7 F gRade Ak
AT & W 36 faferawe 7 aRade @ eaer 7 @ gU, W 3usHl S FEhRy St T S A e & e
Jrerlr RfFe (Fates) 3R, 2020 & Aeyw ¥ @A e v §) 3R s @ sgav geue
Iueret AW & U IfRfas & 3egw a5 gAREd e § % @Eenl S0 #T Fees 56 YRR d
Hafor fmar e R sgd 9T STEER, Yol o UET Ui U, SEoR AT & AN STARAT &
Rl B TR @ I T Rord da & Few & gare Ak gARE

=g JffTH & 3uadl @ aEdl FEenr d@ (FEE) R Towr weerr d@i (THdre)/ e FeTadt weehn
deopt (Srieie) & T women: Retien 26.6.2020 3R 1.4.2021 & 9] R am=w &

3o Afufeas & A3 & Rl $1 W & v, 3=y ardl & ar-any, [t s sa e aw ¢

o TAforres garr gerrdl PeRmelr e fader fevor, aamaden, R-grasd SERIRET & @6y 7 RfaeEda
JUTeleT & AEIH ¥ FAre iy gy gAfRad e

o UNGHRIAT Jg, SAEFRS & fear w agrer #e R 3 U i guan & v draliern S Aged
o 3R gee & fov RfFaeher s

o WEHNT AhT & WIY-FIY, STARRAT AT b I AT Foaerss a1 JHAHA Fr gH (HAAT) F HROT @A A
gl, o 357k weier & fafraras gaRT Yeeee JIefer TR He|

o ST AT SRR & R F A dF F 3R wdyw F QA dF @5 B 3HAT A H ARG A
afdd, St 7 ugel daer dfther ufert (@i dh) AR sgIoT el dHhF & FEw F gEeT AN, K-
g T WP Sfohl & Faer 7 8 o] v Freat|

o U S @ giewr & v, ‘vh gew uw die & Reued # seora fhr REr wgell d6 @ sas
aREree 819 & e are A-Hewdl @ AW eir AR gl S et & fav iftipd fohar sme

o TeH dah 3T TCRIAT A HOT & F Al Fer, 3T FURRT g UROT A AT g AR
gifeser (IRRETRAN) @A e TEhRT dl & gzl &l 37 daf 7 R &1 98 ORT A o i
AT AT FTed e i a5 gifad 8 &% & oS TR W o ot 7 Rt &1 HIg eahwa a1 gl

T Rord dF (IIREIBMS) & IF g R & fR 3 weadl, 2021 @ Sl smaRa sraRes sraredeT
(3IRAIET) W U IR SR fRAr I &, e S e e arelr wel A-dfdher duferi (wedowd);
5000 05 AT IR 3TN 3% T AR arell FAT THR o W dlell TATUhHAT (R fAder SHafadr
afga); 3K 500 U3 FIC 3 368 U@ I JHR arel el wrafden () FEhRT S (JETel) & Hag
foRaT TR §1 RO & 3egeT, I ST & WA-AY, Yo HicAkeh AWOET HAl & AT ravad densit wr
o S §, O, 3 At & wre-an, wied witeR 3R g, T, gditd §aee AR 96 st
Yl AT § il 93 UAUhHlgHer F g el i sqqRa afofses dH6 F v il
RT3 & ITHT AR ST G| Ag AT B S § o U G EgRT ARG AT § IThr HiaRn
Q& Jorelr T I[oraar AR FeTahRar Sgr 7 FHee e

ST T 4 HEd, 2020 ¥ SARAIN B G F TS IUI 3T A & 3eged § ey drar s
eI AR feH (SnSHei) ganr d%F & U ST ST Hwar # 1 9@ U0 F dge 5 o s9v fa
AT ¥ R F AT ST B acAe WA & Hehnr dol & A F quicr Wi @il i dear e
2020 & 3fd@ F 21.42 &3 &, S Fo @Al T FEAT (21.75 F3) F 98.5 wldRrT ¥l TR & Hedt 7 e
2020 fr AT W For AT FARA 6,58,445 F5 ¢, S 9,63,691 s 9 & FAeRoiy AN &
68.3 wfdere &l
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SHRI G.C. CHANDRASHEKHAR: Sir, on January 10, 2020, the RBI issued a direction
to Shri Guru Raghavendra Sahakara Bank in Bengaluru putting restrictions on the
operations. It has affected around 47,000 depositors and indirectly affected around
2.5 lakh people. The bank is also known as a bank of retired citizens. Sir, 16
depositors died and more than 40 are admitted in different hospitals. The fear of
losing their money caused panic and distress among the depositors as their hard-
earned money is in trouble. | would like to know whether the Government can assure
that the full money of depositors is safe or not.

%ﬁaﬁ'\rmﬁgmgw AT SUHHTRIE S, W&Wé@?ﬁéﬁo‘ﬁ%ﬂﬁmﬁ%
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3 b IS SUB! Th oig W dhY U oIRg BUU fham 31, ST 319« 39 |
UfaeETTe 21 3R a1 ST, 1 BisioRfeg s § R o 1T & 8 Wid 8l ©, 94
ST 98.5 Urerd ST T IRT T FRT U secure BIAT & T I8 UTd o & A
ZIA1 21 3NN §9B] U g BT W gaThx fhdl 7 fhar €, a1 TISIT &) WRaR A
fomam 21 < feutfored €, e dat o w1 &, S da! § o1 99 &1 gRet firefl 2,
T AR g7 et 2

SHRI G. C. CHANDRASHEKHAR:Sir, could the Government give the data on Non-
Performing Assets in nationalised banks as compared to cooperative banks? If yes,
can you furnish the data from 2014 till now 7

sft ST s STPY : AU oI HIEIEd, 3R scheduled commercial banks T 3 1
NPA 11.18 TRHCT T HH BN 7.49 TRUT §3T B

it gymafy : S %I Question Hour is over.
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