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Seventeenth Loksabha

=

Title: Regarding Disapproval of Banking Regulation (Amendment)
Ordinance, 2020 (Ordinance No. 12 of 2020) and Banking Regulation
(Amendment) Bill, 2020 (Statutory Resolution negatived and Bill
passed).

AT e 89 3MSCH TR 14 AR 15 B TS I A © - 791N
IGEEUSIE

SHRI MANISH TEWARI (ANANDPUR SAHIB): Sir, [ beg to move:

“That this House disapproves of the Banking Regulation
(Amendment) Ordinance, 2020 (Ordinance No. 12 of 2020)

promulgated by the President on 26™ June, 2020.”

fad w@=t Ut PruRe et w=5 (uedt e Farem): w, |
TG U IR A USIC E | ...(FTUM)

AT 3eed: 3l off, 3T el 9§ U] AT g6 § |

SHRIMATI NIRMALA SITHARAMAN) Sir, [ beg to move:

“That the Bill further to amend the Banking Regulation Act,

1949, be taken into consideration.”

1T 3egel: 7 379 fod & R T $© He-1 argdl a2
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fadt AT Warya: R, g0 39 9 ) gafew @1 38 §, Fife

fUed g Iel ¥ §H AR HIRfed doy 3R W dod, oo
feuifored &1 9gd ahd® 81 B! 6, 3 feulviey & UicaRH & fad
3% ol & UeaRM & Ay iR ol HiRfed T o &
AT HTH B 5, d FoFT 9T BT A1 IUANT Bl & TT by AT SfdTT
& HH BT 8, ITH! VAT P & o 3R I7F feuivred &
e[ & o ug Sfd T Wee (3dsHe) fad AT @i g |

We are trying to bring this Amendment in order to protect the

depositors. In the last two years, as hon. Members — Sir, through you I
wish to say — would know the depositors in some unfortunate situations
in banks or cooperative societies which are operating as banks have been
put to hardship because these banks have fallen into bad debts requiring
therefore the regulator to bring a moratorium and to solve the problem

seems to consume all the time.

g RSIcgRE g4ifelt T 3Hee & gRI g9 §olc 9% &
Tag UxT fhaT ATl We had introduced this Bill in order to have the

Amendment brought in so that depositors’ interest will be taken care of.

Unfortunately, because during the Budget Session we could not have this
Bill passed, we had to bring in an Ordinance and that Ordinance was
brought in only because the financial health of many of these
cooperative societies which were also performing as banks was

becoming very delicate.

T YRR H1 30 GRT I8 SHBR] o1 918 Xal § [ dIaRfea
4 & BIAd Urs THR 8 & BRUI AIH SIS ol UGS gid gy H
BH UH TS TR 3 & ot ASeR gU | HIufed §q9 & grand
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& IR Y Oieq & g9 H a8 9 e =g W& § fb 277 oA
HIRICT 9T D BIAH R e 3% HHaH Sgd gl AP & |

31§ 277 & BI3TRea dag drg R B I8 & 3R 105 urban

cooperative banks are unable to meet even the minimum regulatory

capital requirement. Net worth of 47 urban cooperative banks 1is

negative, and 328 urban cooperative banks are having more than 15 per

cent gross NPAs. UWWW 15 BIgcl &1 3d pIMTRCT s
# TUIT 81 & SR, g8 § ATE, 2019 BT Sl 9d1 el §, d 99 8
gU AT, 2020 TP BT 31U ST GRIT, USSP & gRI LTS DIl
dp | $*¢r\lu1 8311 | Gross NPA ratios of urban cooperative banks
increased from 7.2 per cent in March 2019 to over 10 per cent in March

2020. Therefore, it was felt that in the interest of the depositors we
should have this Ordinance brought in. Now, the Ordinance will have to
be replaced so that we are able to have three different things brought in.
Ua=H 3 T fHSHE B 8T 8, WaRM 45 T SHSHT I 8T 5, I 56
H +t sHeHe ﬁ el % | Amendments to Sections 3 and 56 are clearly
because S o AT G §U S Wt SISO TSN Hhav™ Hd
2. HIART o & oY O T=d TS AT §, dal 3= 37 T
?‘lT‘l_G:F‘IT 91U | By amending Sections 3 and 56 we are making those

provisions which are applicable to banking companies, that is the

commercial banks, applicable to cooperative banks also so that

cooperative banks are equally subjected to better governance and sound

banking regulations through the RBI. JRE 3 3R YRE 56 &
3 gHc o1 Hifed Tl 8, 3ilsoliacd Tgl g | YoM 45 F ff s gl
Gl %, g i ﬁ el %? It will enable the RBI to make a scheme of

reconstruction or amalgamation. For example, take the recent Yes Bank

reconstruction that happened to protect the interests of the public, the

depositors. Without making the bank undergo a moratorium period, if
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you are able to reconstruct the bank, if you are able to professionalise

their management, and 1f that power can be given to the RBI, it might

help the depositors. T 3o ot GlERT de JalerUl ﬁ?ﬁa%tﬂ@%‘ﬁ
4% & fSulfored o1 TR 39 9% o] 81 UT 36T 8| 3R Ja= 45
IASHT & GRT ARSI Bl BH I8 UldR AT 37, O T db Pl
g3fl, 3Rl ARCIRGH & 1Y g3f, IR fomr AaReikay 3R fom
HEHY 3R fSuifored & dha® Hd U, 3R JdacaR™ &R
Thd g dl oleg I Sleg, [SUIRNTEY & 3¢ &I g9 Ulede & UTdi 3R
gfe I7@! Ifay AR 8 UPbdl ¢ o I8 - 45 HSHE B GRI
81T | That is why we want to have Sections 3, 45 and 56 amended.
fyepa feuifored & e & 79 H I9d gU U8 U 81 QT g | Sh-ofl
DRI RS dF & 91 R 8, R 37! 3 s ey afda
g | T8 U Tfiheer e Tragdt & forg o 81§ |

This shall not apply to the primary agricultural credit societies. This

shall also not be applicable to a cooperative society, whose primary
object and primary business is providing long-term finance for
agricultural development. {1 UR Ul g NI 8l QT |

So, let us be clear that we are not doing anything to touch State
cooperatives, we are not doing anything to touch primary agricultural
credit societies, and we are not doing anything to touch cooperative
societies whose primary object and primary business is providing long-

term finance for agricultural development.

3R fHd AR & 17 & U8 v § fb w1 a8 duddieg & forw
gfcid g, 31 I8 HITRICT I, SN TideaRd SaduHce & forg
HTH Bl 8, T 3961 4l guifiad swme & 3mue @1 o 98
3YT &1 TTgdt § fob g8 b forg afda g1 g1 ag Rt 34
forq afdd g, St I a1 dBR a1 dfdsT1 1 FTH PHI3TuRfea g
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H B &1 I8 $Had 31 UR g ARL BN | T8 Ugall 9R gl g, 9d 39
IBR gRT AATH T SHSHE B BT HH g3 5 | 99 Uga ot
T 3 3R 56 H 3HSHC U G | ZYUIY I3 59 TAaheH! H 7 38
fo5 I8 91 8) X1 32 39 IR I U1 R g 82 § IamT Iredl § b
3O Ugd Ht YaRM 3 3R 56 H 3HSHC U R | U SR Y 1968 T,
ay 1965, 1984, 1987, 1989 3fR 2012 # i 39 Ja=ig # 3 SHe gal
g | 301 Weal & i T U7 ¥ 39 fad R fdaR oA & forg s
PR E |

AT S : TRTd U gU

“f5 g8 FHI AFURT GRT 26 S, 2020 B UM dHHRI
fafae (=Me) 3mSR, 2020 (2020 HT HAG I 12)
P FRIHIGT Bt g 17

3R

fp T PRI faf e fRIFTH, 1949 BT 3R =Y HH a1
fadge I faar fear s 1~

SHRI MANISH TEWARI: Thank you, Mr. Speaker.

Article 123 of the Constitution of India which provides for the
power to promulgate ordinances during recess of Parliament has certain
very specific trigger phrases and these trigger phrases need to be
activated in order to shift the burden of law making from the legislative
institutions to the Executive. And that trigger phrase, Mr. Speaker, Sir, is

that ‘circumstances exist which render it necessary for him to take

5/102



7/9/22, 10:43 AM
immediate action’. The reference to ‘for him’ is the reference to the hon.
President of India. Therefore, the two key words which need to be
triggered before Article 123 can be invoked are ‘circumstances’ and

‘necessary action’.

Unfortunately, Mr. Speaker, Sir, in the instant case, none of those

circumstances existed as on the 26t June, 2020 when the said Ordinance
was promulgated. At a point in time when our GDP growth rate had
been in a free fall for seven quarters preceding the lockdown and when
all economic activities during the lockdown had come to a complete
standstill, there was absolutely no rationale for promulgating this
Ordinance, especially when the Banking Regulation (Amendment) Bill

was under consideration in this very House.

The more appropriate way for the hon. Finance Minister would
have been that she could have very well withdrawn the Bill when this
Session commenced and she could have brought another Bill with all the
necessary amendments for the consideration of this House. This resort to
the Ordinance route in order to make laws 1s something which
undermines the majesty of the Parliament and it only exacerbates the

attack on our legislative institutions.

My second point is that this particular Ordinance falls foul of
article 123(3) of the Constitution of India also. The objective of this
Ordinance 1s to bring district central cooperative banks and urban
cooperative banks under the control and supervision of the Reserve
Bank of India. However, this particular Ordinance falls foul of Entry 32,
List 2 of the State List. While I concede that Banking is within the
purview of the Union List in terms of Entry 45, the hair-splitting which
the hon. Finance Minister has attempted by trying to segregate primary
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agricultural credit societies and long-term credit societies from district
cooperative banks and implement the same template in the urban areas
also, is going to create utter mayhem in the agricultural economy, if not
anarchy, because of the symbiotic linkages between the primary
agricultural credit societies and long-term credit lending societies and

the district cooperative banks.

The final point that I would like to stress and underscore, Mr.
Speaker Sir, 1s that the record of the Reserve Bank of India with regard
to being able to pre-empt malfeasance or what is colloquially called
‘scams’ in the banking sector is very mixed. I do not want to belabour
that the Yes Bank, Punjab and Maharashtra Cooperative Bank, IL&FS
and Diwan Housing Finance Limited, to name a few, are instances of
malfeasance which have taken place when these institutions were under
the direct superintendence of the Reserve bank of India. May I humbly
submit, Speaker Sir, that the Reserve Bank of India is in itself a
conflicted institution by design. It is the regulator of the banks; it is the
investment banker of the Government; it is the owner, operator,
regulator and player on the bond market; it is the manager of the
Government’s credit and monetary policies; it is the foreign exchange
regulator; and it is the currency regulator and the list goes on and on and
it 1s endless. If there is a need to bring about substantive reform, the
need is to unscramble this egg called the Reserve Bank of India and
segregate its various functions by spinning them off into different
instrumentalities so that the primary function of the Reserve Bank of
India as the regulator of the Indian banking system can be primarily
discharged. My humble appeal to the hon. Finance Minister is this. Let
us leave the cooperative sector alone. If there have been instances of

malfeasance in district central cooperative banks and urban local
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cooperative banks, there are as many success stories, if not more, which
have played themselves out in the past seven decades. State
Governments are more than competent to discharge their functions and
in a federal polity, this Ordinance, and the Bill which weeks to replace it,
is a frontal assault on the federal structure of the Constitution and this
will have long-term implications on the democratic polity of India. I
once again urge the hon. Finance Minister to withdraw this Bill and let
this Ordinance be disapproved by a Statutory Resolution. Otherwise, this
House will be witness to another blow which is being dealt to federalism
and which, as I earlier stated, would have long-term implications on the
polity of this country. I thank you very much for giving me this
opportunity.

16.19 hrs (Shri N. K. Premachandran in the Chair)

SHRI S.C. UDASI (HAVERI): Sir, thank you for giving me this
opportunity to speak on the Banking Regulation (Amendment) Bill,
2020, which is a Bill further to amend the Banking Regulation Act,
1949.

Sir, the Banking Regulation Act, 1949 has been amended 40 times
since its enactment. The basic objective of this Act, when it was first
enacted by the Parliament, was to consolidate and amend the law
relating to banking. This Act gave the following powers to the Reserve
Bank of India:

To licence banks;
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To have regulation over share holding and voting of the shareholders;
To supervise the appointment of Board and the Management;

To regulate the operations of banks and lay down instructions for audit;
To control moratorium, merger and liquidation;

To issue direction in the interest of public good and banking policy, and
To impose a penalty on banks, if required.

Till 1965 the cooperative banks were not part of the Banking
Regulation Act. The Banking Regulation Act was amended in 1965 to
include the cooperative banks under its purview by adding Section 56.
The hon. Finance Minister was telling that under Section 56 the

cooperative banks were added into the BR Act.

As the economic situation arising from the COVID-19 pandemic has
increased the stress, both in cooperative and banking companies, there
was an immediate need for a legislation in this regard. The hon. Finance
Minister has already said that certain amendments were considered
necessary in the said Act to provide for better management and proper
regulation of cooperative banks as also to ensure that the affairs of the
banks are conducted in a manner to protect the interest of depositors by
increasing professionalism and enabling them to raise capital, improve
governance, and ensure sound banking under the supervision of the

Reserve Bank of India.

This year, the Banking Regulation (Amendment) Act was
introduced in the Budget Session but the same could not be passed. In
June 2020, the hon. President had promulgated Ordinance No.12 of

2020 but it was withdrawn on the first day of this Session and a new
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Bill, Banking Regulation (Amendment) 2020, No.114 of 2020 has been
introduced. The earlier Bill was No.56 of 2020. It has now been
withdrawn and No.114 of 2020 has been introduced. We are speaking
on this Bill right now.

This Bill 1s to empower the RBI to effectively handle the mishaps
or the adversaries in private banks and also in the cooperative banks
without any loss of public confidence or disruptions and will allow the
RBI to prepare the reconstruction scheme for failed banks without
having to first make an order of moratorium on barring deposit
withdrawals. This will enable the RBI find suitable suitors for a stressed
bank.

The hon. Finance Minister has given the classic example of Yes
Bank. Its subsequent rescue has prompted the hon. Prime Minister, Shri
Narendra Modi, to strengthen the hands of the RBI on this front.

Coming to this Bill, I would like to tell why this amendment is
crucial. We need to go back to see how many cooperative bank scams
have happened in India as also various malpractices and their
implications in these cooperative banks. You may know, Sir, that the
cooperative banks were established in India to facilitate rural credit and
to cater to the needs of small farmers and businessmen. They were
popular with middle and lower income groups because of the high
interest rate they offered as compared to the commercial banks.
However, with the passage of time, most cooperative banks lost their
purpose. Excessive State control and politicisation further led to their

deterioration.

By the year 1990, none of the public and the private sector banks

were willing to deal with the cooperative banks and thus, even
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otherwise, healthy cooperative banks were facing a tough time. Since
the year 2000 to date -- the latest case being the PMC bank -- many
cooperative banks have been rocked by scams that exposed the
malpractices in these banks. Many of these banks did not adhere to
prudential norms prescribed by the Reserve Bank of India. I will give
two or three examples. The Madhavpura Mercantile Cooperative Bank
scam had invested a huge amount in the equity market which was almost
equal to its deposit base, thus, violating the norms of the RBI relating to

exposure to the equity market.

Another bank, the Krushi Cooperative Urban Bank had issued
loans and advances amounting to five hundred and thirty million rupees
as against its deposit base of only three hundred and fifty million rupees.
Not only that, most of its loans had not been secured. Similarly, the
Charminar Co-operative Urban Bank faced liquidity problem due to the
indiscriminate lending to big borrowers against worthless collateral, the
land which was given to the bank. More recently, the Nagpur District
Central Cooperative Bank was involved in fraudulent dealings in

Government securities through brokers.

So, what I am trying to tell you is about the kind of scams and
fraudulent things that have happened in the cooperative banks and the
latest example being the exposure of PMC bank which had over nine
lakh fifteen thousand depositors. The RBI had imposed restrictions on
withdrawals. Statutory inspection of the PMC Bank by the RBI revealed
a large group exposure of about Rs. 6,226 crore to Housing
Development and Infrastructure Limited (HDIL Group of Companies).
Of the total exposure to the HDIL Group, only Rs. 440 crore was
disclosed to the RBI. The rest of Rs. 5,786 crore remained undisclosed.

The modus operandi was very simple. There were around twenty-one
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thousand bogus accounts through which they manipulated. So, you

could not see as to where that money was siphoned off. It had a deposit
of Rs. 11,000 crore. As I have said, 9 ¢IId & W ISP feurtered o |

I have heard that the All India Reserve Bank Employees
Association and also the RBI Housing Association have also kept
deposit to the tune of hundred to five hundred crores of rupees in the
same PMC Bank. That is the irony. The regulators themselves have put

money in such a bank.

My point is this. The cooperative banks have for long been the
backbone of rural banking since their inception. They have been doing
excellent work in the field of rural and cooperative banking. The recent
scams in the cooperative banks have been a jolt to the cooperative

banking system.

Now, I come to this Bill. Why is this Amendment crucial? We are
bringing certain cooperative banks under the supervision of the RBI as
applicable to commercial banks as a part of efforts to protect the

depositors of such cooperative banks.

The hon. Finance Minister has already given details. There are a
number of cooperative banks in this country. They are around 1,934. The
total deposits are to the tune of ten lakh rupees and above and the total
loans and advances are to the tune of Rs. 7.5 lakh crore. As has been
said by the hon. Finance Minister, during 2019-20, as many as 277
banks have reported losses. The number of cooperative banks having
high net NPAs is to the tune of 328 and the number of cooperative banks

having negative net worth is around 47.
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As per the RBI, over the last two decades, banking licences of
about 430 urban cooperative banks have been cancelled across the
country in most cases due to their precarious financial position. During
the last five years, there were around sixteen urban cooperative banks

whose licences have been cancelled.

Now, I come to this Bill. What amendments have been brought in
this Bill? I would like to draw the attention of the hon. House to the new
provisions. As has been said by the hon. Finance Minister, there are

amendments which have been made in Sections 3, 45 and 56.

The main objective of amending Sections 3 and 56 of the BR Act
is to extend provisions applicable to commercial banks to cooperative
banks as well so that the cooperative banks are equally subject to better
governance and sound banking regulation. With this, the interest of the

depositors will be protected and professionalism will also come into
those banks.

Amending Section 45 will enable RBI to make a scheme of
reconstruction or amalgamation, as was done in the case of Yes Bank, to
protect the interest of the public, depositors, banking system and to
secure proper management of a commercial bank without having to first
make an order of moratorium so that the disruption to the financial

system may be avoided.

The Bill will also apply to the societies. The Bill also amends
Section 3. It will not affect the existing powers of the State Registrars of
Cooperative Societies under State laws nor will the changes apply to
Primary Agriculture Credit Societies or to the cooperative societies
whose primary object and principal business are to provide long term
finance for agriculture development. If such society does not use in part
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of its name or in connection with its business the words ‘bank’ or
‘banker’ or ‘banking’ and does not act as a drawee of cheques, this

amendment has been useful.

The Bill provides for restricting the cooperative banks from
lending to their own Directors which was done in the PMC Bank and
debarring cooperative bank Directors employed by or having substantial
shareholding in the other companies which was also done in PMC Bank
and prohibiting them from holding directorship in other banks. Such
restriction already applies to Directors in the commercial banks and
helps ensure that there i1s no conflict of interest in board decision

making.

For sound financial management, provisions regarding financial
statements, audit, unclaimed deposits and effective oversight by the
Regulator that are currently applicable to the commercial banks but not
to the cooperative banks are now proposed to be made applicable to the
cooperative banks as well. Regulatory approval and removal of auditors
will enhance the transparency, restore depositors’ confidence, and
protect depositors’ hard-earned savings. The Regulator will now be able
to make reconstruction scheme in respect of cooperative banks as well in
case the depositors or the banks are at risk due to the financial

management or government lapses.

Coming to RBI’s power to supersede a bank’s Board in the interest
of the public or the depositors or for securing proper management in the
bank which is currently applicable in respect of commercial banks and
multi-State cooperative banks, it is now proposed to be made applicable

in respect of non-multi-State cooperative banks as well with the
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stipulation that this may be done in consultation with the State

Government concerned.

To facilitate the cooperative banks, by raising capital as less as
Rs.25 lakh, you can start a cooperative bank. Currently to assess this
capital for cooperative banks, it is limited with this amendment that
cooperative banks will be allowed to raise money via public issues,
private placements of equity or preferential shares as well as unsecured

debentures.

While extending this applicability of banking laws already
applicable to commercial banks to cooperative banks as well,
appropriate provisions have been kept keeping in view the federal
structure and democratic function of the cooperatives. There will be no
supersession of board without consulting the State Government and
where it is necessary in public or depositors’ interest to supersede a
cooperative bank’s board, under the proposed amendment, Section
36AAA 1s applicable to a cooperative bank. The RBI have to first
consult the State Government concerned. There is no such requirement
in the case of corresponding action under Section 36 A applicable to the

commercial banks.

When it comes to the farmers’ cooperation sector person to remain
eligible for being a Director, under Section 10A which is proposed to be
made applicable to cooperative banks, the Board of Directors of
cooperative banks shall consist of persons who have special knowledge
or practical experience in respect of one or more specified matters. The
specified matters include agriculture, rural economy, and cooperation.
This may not be in conflict with the State laws or the State bye-laws.

Flexibility to not apply requirements relating to Directors of Banks,
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Managing Directors and part-time Chairman, additionally under Section
53A, 1s proposed to be made applicable to cooperative banks. RBI
would have the flexibility to not apply provisions relating to Directors
having knowledge or experience in specified matters as proposed in
Section 10A, RBI’s previous approval for appointment of bank’s part-
time Chairman or Managing Director is proposed in Section 10B and
Section 35B respectively. The concept of ‘one member one vote” will be
preserved while enabling raising of equity from non-member. This is

important.

State cooperative laws provide for equal voting rights for all the
members. Based on the principle of ‘one member, one vote’, under
Section 12 1s proposed to be made applicable to cooperative banks.
While the cooperative banks may issue shares to any person within the
area of operation, assignment of differential voting right to such persons
has not been proposed unlike in the case of commercial banks where the
voting rights are proportionate to shareholding and thus the democratic
character of cooperatives could be preserved while enabling them to

raise capital from non-members as well.

So, I welcome this Bill and my point is that with the passage of
this Bill the confidence of the depositor would get a boost and it will
also help prevent further scams, frauds, and malpractices in the banking
industry and it will also help bring in financial stability. Also, under the
supervision of the RBI, 1t will strengthen oversight of the lenders. These
objectives can be achieved by passing this Bill and I would like to
congratulate the hon. Prime Minister and the hon. Finance Minister for
bringing such a good Bill which will help in boosting the confidence of

the depositors.
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Thank you.

SHRI DNV. SENTHILKUMAR S. (DHARMAPURI): Hon.
Chairperson, Sir, thank you for giving me this opportunity to participate
in the Banking Regulation (Amendment) Bill, 2020.

This Bill proposes to bring the urban cooperative and multi State
cooperative banks under the ambit of the RBI and its regulations. I
would like to limit my speech to two points. Firstly, the hon. Finance
Minister has cited the reason that many cooperative banks have incurred
losses and that is one reason for bringing in this amendment; and the
other being that the RBI having the power to control the Chairman and

re-constitute the bodies of the Board of Directors.

Sir, coming to the first point of incurring losses, I would like
differ on this. [ would like to give an example of the State of Tamil Nadu
where we have 128 cooperative banks which are running very
successfully and only nine of them have been reporting losses. Except
for those nine cooperative banks, the other cooperative banks in the
State which have been making profits have recorded a deposit of Rs.
7000 crore. So, this argument does not hold good. Even to go by the
statement of the hon. Finance Minister that 277 cooperative banks are
running in losses, if those are in losses then it is because of various
natural calamities like famine, drought and so many other reasons where
the Government has to step in and empower them. But this is not being
done. To take another good example of the Dravidian States, Telangana,
Andhra Pradesh, Karnataka and Kerala, which uphold the principle of
Dravidianism, Tamil Nadu and Pondicherry have proven successful
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models in having these cooperative banks. Why does the Government
not take the model from these States and implement them? The State of
Tamil Nadu has been a leader in education, health care, gross enrolment
ratio, employment, and so many other sectors and, to top it up, in social
empowerment. The secret to the Central Government is that if they want
to be leaders in any of these fields, it is better for them to follow the
Dravidian model and methodologies and implement these processes
throughout India which have been brought under the Dravidian regime
in Tamil Nadu, especially under the great visionary leader Dr. Kalaignar

Karunanidhi.

[t was during his tenure that agricultural loan of Rs. 7,000 crore
was waived off to benefit the agriculturists. It was also during the tenure
of our DMK party leader Thiru. M.K. Stalin that in my district,
Dharmapuri, Self-Help Group for women was first initiated and it was

successfully shown.

In relation to cooperative banks, we have given an assurance of
waiving off the agricultural loans, the jewel loans and the educational
loans as and when we come to power. So, this will be seen as an
infringement of States’ rights and infringement of State’s rights has
constantly been seen by this Government by coming and taking each and
every aspect of it. The Entry 32 of List II states that the cooperative
banks lie under the purview of the State Government and the Entry 42 of
the Union Government also excludes this list from this. This can be
challenged in court based upon these two points saying that the States
have the authority to regulate the banks under the Registrar of
Cooperative Banks. So, that is the main reason even when this

regulation Act was brought in 1965, it was excluded from that List. So,
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the State has the power to incorporate a bank, to regulate a bank, and

also to wind up the cooperative societies.

As far as second part of empowerment to nominate a Chairman or
to re-constitute the bodies i1s concerned, I would like to say that this
Government 1s undermining the process of democracy for a very, very
long time. The RBI is already overloaded with so many other works.
Now, in spite of this, if you are going to step in with regulation of even
the cooperative banks, there is going to be an overload on the RBI.
Incompetence of this Government is seen in the lack of interest in
recovering the bad loans from the likes of Mallyas and Modis and to go

after the agriculturists to get back their loans.

The recent UPSC successful candidates list raises a few serious
doubts. Out of 829 candidates, 476 candidates have studied from one
coaching centre called the Samkalp Foundation which has been
affiliated to the RSS. So, regulation of independent bodies by officers

brought from such foundations also raises a big doubt.

Finally, the country is undergoing a very serious health crisis and
to top it up, the economic crisis created by this Government. Now, they
are blaming the COVID-19 for their own shortcomings without applying
rationalism and placing the burden by saying it is an act of God. I
would like to give a warning to this House that this country has crossed
50 lakh cases by today and mark my words, when this Parliament
Monsoon Session ends, there will be 65 lakh cases registered in India
alone and me being a doctor, I know that there are no more beds in any
district, be it in a private hospital or Government hospital. So, I would

like to say that the worst 1s yet to come. The country is short of beds,
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oxygen and ventilators. We will have to gear up, otherwise we are

facing a very severe crisis.

[ strongly oppose this Bill. With these words, I conclude my
speech. Thank you for giving me an opportunity to speak.

PROF. SOUGATA RAY (DUM DUM): Thank you for allowing me to
speak on the Banking regulation (Amendment) Bill. This Bill has taken
some time in coming. It was introduced in this House in March and it is
coming now. In the meantime, the Government has enacted an

Ordinance and we are also passing the Ordinance.

[ support the contention of Mr. Senthilkumar where he mentioned
the success of the South Indian cooperative banks and where he said that
this Bill is an infringement of the States’ rights and also the Registrar of
Cooperative Banks is already there in the States to appoint RBI as the
total regulator. It is a wrong step. He has also mentioned that RBI is

overloaded.

So, the question arises as to why did the Government bring this
Bill in a hurry. The main trigger was the collapse of the Punjab and
Maharashtra Cooperative Bank. A large number of people who were
depositors were put to difficulty and the RBI imposed significant
restrictions on withdrawal and suspended its business. Now, these
depositors of PMC Bank demonstrated before the Minister of Finance
when she went to Mumbai. So, she thought that she must do
something. Otherwise, she will have to face demonstrations whenever

she goes to Mumbai. That was why, the Bill was brought in a hurry.
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The cooperative bank structure in this country is huge. We have
almost 1544 Urban Cooperative Banks. We have 352 District Central
Cooperative Banks and 34 State Cooperative Banks. The total deposits
of all these banks together will be Rs. 5 lakh crore each. Altogether it is

around Rs. 10 lakh crore.

Now the Government says that the Ordinance seeks to protect the
interests of depositors and strengthen cooperative banks by improving
governance and oversight by extending powers already available with
RBI in respect of other banks to cooperative banks as well. It will
provide sound banking regulation, ensure professionalism and enable

their access to capital.

The main question is, the RBI has not been the most successful
regulator. As Dr. Senthil Kumar pointed out, it is already overloaded and
the RBI failed to take premptive action in the case of Yes Bank where at

one time, the depositors were allowed to withdraw Rs. 1000.

What happens with this Bill is that the Banking Regulation Act will
enjoy supremacy over cooperative banks. The power of RBI to remove
management or draw up plans to merge/dissolve cooperative banks will
override the power of the State Registrar of Cooperatives. So, as has

been said earlier, it is a clear infringement on the States’ rights.

The other point is that the cooperative banks will now be allowed
to 1ssue shares, debentures, and other securities. This will allow
cooperative banks to access financial markets. This will improve the
equity of the banks. It is true but what happens in a joint stock
company? People have voting rights according to their shareholding but
in a cooperative, one member means ‘one share, one vote’. So, we are
actually taking away the structure of the cooperatives which has been
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built. [ agree that there have been some bad apples among the
cooperatives. Between 2013-18, 127 banks had to be shut down by the
RBI. Most of them were unable to pay their depositors. Four lakh
depositors had to be reimbursed through the Deposit Insurance Scheme.
As you know, Sir, the Deposit Insurance Scheme covers depositors upto
Rs. 5 lakh.

So, basically the concept of the Bill is flawed. Just for one Punjab
and Maharashtra Cooperative Bank, you do not take away the powers of
the cooperative banks and also, you cannot surcharge the cooperative
banks which are functioning well and which have been built with a lot of

sacrifice and hard work by their original promotors.

The cooperative movement has been successful in Maharashtra,
Gujarat and in South India. Actually, this Government is hampering the

cooperative movement.

Lastly, I want to say that three main Sections are being amended.
One 1s Section 3 which keeps the primary agricultural cooperatives
outside the purview of this Act. I agree with that part. Then, there is
amendment to Section 45 where cooperatives are allowed to issue shares
and debentures. They are also amending Section 56. That 1s Part 5 of the
Bill. I do not think that such a Bill was necessary; I do not think that the
RBI has proved to be the best regulator in the country; I do not think that
the power of the State cooperatives should be taken away. I still think
that the Government should try to encourage cooperatives and

cooperative banking. Thank you.
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SHRI LAVU SRIKRISHNA DEVARAYALU (NARASARAOPET):
Thank you, Sir, for giving me this opportunity. Representing an agrarian
dominant Constituency of Narasaraopet in Andhra Pradesh, 1 have
listened to thousands of stories from the people from all walks of life,
who have come forward and told us the benefits they got because of our

cooperative banks but the hon. Finance Minister’s speech, and also the

RBI, in its 215 Financial Stability Report, says that the Capital
Adequacy Ratio has declined with respect to these cooperative banks,
that 1s, from 13.5 per cent to 9.8 per cent. We have also seen many
examples. One of the primary examples everyone was mentioning here
was regarding the PMC bank where the depositors have been affected
really badly. In September, 2019, we have capped the depositors, who
can withdraw the money, only at Rs. 1000. It is a very sad situation. This
has happened because of the poor performance wherein the non-
performing assets have almost doubled in just one year and also because
of bad management with respect to their auditors not actually doing the
diligent work they are supposed to do. We have also seen numerous
other banks, for example, Mapusa Bank and CKP Bank, the licenses of
which were cancelled by RBI because they could not furnish enough
details to prove that they can actually run the bank properly. With this
perspective, the Government wants to bring all Urban and Multi-State
Cooperative Banks under the RBI. It wants to achieve better
management. As the hon. Finance Minister was mentioning earlier, in
the case of management being deemed unfit, and if the Board of
Directors are not doing the job they are supposed to do, RBI can
supersede them. In case of re-construction and amalgamation of a bank,
just like how we saw with PMC bank, we do not have to cap the

withdrawal limits. With this new rule, we can actually encourage people
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to withdraw money. The third benefit the Bill provides is the higher
capital they can actually raise through giving out equity and unsecured
bonds. The YSR Congress Party wholeheartedly welcomes this Bill. We
are in full support of this Bill. ...(Interruptions) We are very much with
this Bill. ...(Interruptions) But while supporting this Bill, I also want to
impress upon three important points. First, let us not make RBI a one
stop solution for every problem that is happening. ...(Interruptions) It is
because if you see the number of bad loans that have cropped up in the
last Financial Year, they have almost gone up by 134 per cent, which
amounts almost to Rs. 1.5 lakh crore. ...(Interruptions) It was under the
watchful eyes of the RBI.

The second suggestion we can give 1s this. We are always reacting
and giving the reforms rather than pre-empting with the reforms.
We are actually waiting for something to go wrong, then come up with
some law, and try to rectify it. So, we should pre-empt such things and

make sure that banking reforms are taken up at the appropriate time.

The third and the most important thing is, the Reserve Bank of
India and Public Sector Banks have to appreciate the work done by
cooperative banks. The cooperative banks have some advantages as they
are very approachable to customers, they are not rigid, and they have

rendered extremely good service to the people.

While supporting this Bill, I hope the Government would take
these points into consideration. With these words, I thank you for giving

me this opportunity.
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SHRI GAJANAN KIRTIKAR (MUMBAI NORTH-WEST): Mr.
Chairman, Sir, I thank you for giving me this opportunity on the
Banking Regulation (Amendment) Bill, 2020. I support this Bill on
behalf of Shiv Sena.

Sir, we are the worst sufferers due to the scam that happened in
the PMC Bank. Fortunately, I was in the Reserve Bank of India for 25
years. Our Employees Credit Society has deposited an amount of Rs.
200 crore in the PMC Bank. We have faced demonstrations against the
PMC Bank and some depositors have also committed suicide in
Mumbai. So, we were anxiously waiting for some stringent measures to
be taken by the Finance Ministry so as to control the activities of

cooperative banks.

There are 1,540 cooperative banks in the country with a depositor
base of 8.60 crore having a total saving of about Rs. Five lakh crore. The
Bill amends the Banking Regulation Act, 1949 as applicable to
cooperative banks. The Bill seeks to protect the interest of depositors
and strengthen cooperative banks by improving governance and
oversight by extending powers already available with the Reserve Bank
of India in respect of other banks. It also ensures professionalism and
enables access of capital to cooperative banks, and so, I welcome this
Bill.

The Government has allowed cooperative banks to raise money by
way of public issue and private placement. This is a great step as this
will increase their access to capital which was limited until now.
However, taking into account the present scenario, it would be very
difficult for them to raise capital from the market as majority of

cooperative banks are not doing well financially. Their NPA percentage
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is high and this percentage may, perhaps, increase if thorough inspection
of their books 1s done by the Reserve Bank of India. Then, survival of
cooperative banks in the market 1s difficult and it is also not in public
interest. The Reserve Bank of India should carefully study the financial
position of such banks who want to approach the market. This will be an
additional burden on the Reserve Bank of India. But anyhow, RBI
control is very much necessary. In my opinion, only those cooperative
banks, which are financially sound and well managed for the next five
years should be allowed to approach the RBI for getting permission to
enter into the market and this Bill may be amended suitably. I request

the Finance Minister to take note of this suggestion.

16.59 hrs (Shrimati Rama Devi in the Chair)

I also welcome the provision which gives power to the Reserve
Bank of India to bring a scheme for reconstruction or amalgamation
without imposing moratorium. We have seen how the Yes Bank scam
occurred. But this facility was not provided to cooperative banks in the
past and that is why the PMC Bank has escaped out of that clutch. I
think it is advisable to restrict the entry of new cooperative banks and
explore the possibility of merger of few big cooperative banks in line

with commercial banks.

17.00 hrs

This will reduce the burden on RBI and strengthen the cooperative

sector.

[ welcome the step taken towards supersession of the Board of

Directors where it is in the public interest for RBI to supersede the
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Board and to protect depositors. However, the Bill adds that in case of a
cooperative bank registered with the Registrar of Cooperative Societies
of a State, the RBI will supersede the Board of Directors after
consultation with the State Government concerned. In my opinion, this
will delay in the decision-making due to dual control. RBI should be

given powers to deal with the situation independently.

Also, the Act restricts the cooperative banks from making loans or
advances on the security of its own shares and debentures. I welcome
it. However, the same can be considered as a collateral security for the
loans and advances taken by the shareholders. The Bill may be

amended suitably.

Further, it prohibits the grant of unsecured loans or advances to its
Directors and to private companies where the bank’s Directors or

Chairman is an interested party. So, I welcome the same.

The Act also specifies conditions as to when unsecured loans or
advances may be granted, and specifies the manner in which the loans

may be reported to RBI.

The Bill states that ‘every co-operative bank shall, before the close
of the month succeeding that to which the return relates, submit to the
Reserve Bank, a return in the prescribed form and manner showing all
unsecured loans and advances granted by it to companies in cases other
than those in which the cooperative bank is prohibited under Sub-
Section (1) to make unsecured loans and advances in which any of its

Directors 1s interested as Director or managing agent or guarantor.’
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Though the Act prohibits the grant of unsecured loans, there are
several other ways of granting advances to the Directors, adopted by the
cooperative banks. Hence, the reporting of all unsecured advances
granted to the Directors, their relatives, associates, firms and companies

should be reported to RBI. The Bill may be amended accordingly.

The Bill retains a provision requiring a Scheduled Cooperative
Bank to maintain assets with a value not exceeding 40 per cent of its

total demand and time liabilities within India. [ welcome this.

Finally, in view of the Bill, the urban and multi-state cooperative
banks being governed by the respective Cooperative Societies Act of
the State concerned, will additionally come within the jurisdiction of
RBI. This appears to be a parallel or an overlapping jurisdiction; and
there is no 1dentified dichotomy in their respective jurisdiction.
Requisite measures need to be taken to protect the interest of the

depositors. However, I welcome the Bill.

With these words, I conclude. Thank you very much.

Sl AP PUR GUA (NUTERS): 4=ae gHIG Aglear, o
3TUHT MUR Tad Hal § fb U I The Banking Regulation
(Amendment) Bill, 2020 TR 30 §Td 3@ &1 HiepT faar | o1 fas gH
S © b <1 1 g ofd 1 W Tae &f a¥ 1949 H $-ac foear
T dTfes 39 T Il & a8 &1 Aoigd 3R 30T

fIdR SR P | 3T Uae & UTe-5 H U8 UGy & fob g9 dl-3ifufea
4 7 off FOHaR 99=M-56 & d6d $© BRIcd PR Ihd ¢ |

a8 H fapr 3R THT & I1Y dedrd & &F § [ad gu
3Tl TP Bl 7T ¢ b 39 wae & o oft Mifaw= l-3fRfea s
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T Gefdd g, IP! 3R AT ¥ ar] fpar 9T | 39 fod & ug caa=
¢ b PI-3TRICT Il & S H Tt a1 g1, o S arst ol
fEdl 1 &l 81, T8k (9PN g1 3R IR 9Dl & WrY-A1Y Pl-3fiRfed
99 &1 off AP &1 TR 1 38| 39 f9d & I8 wrau™ ¢ for Rord
9% 3T 3fear & Wy I P-3TIRfeg o9 § MbyHfesH, Hiied
TedT a9 3R 1378 Sfdhi a7 @15 S¢ | HEIGdT, the Banking

Regulation (Amendment) Bill, 2020, inter-alia provides to amend

Section 3 so as to make the provision of the said Act not applicable to a
Primary Agricultural Credit Society, that 1s, PACS. o= | BI-3TORfed
dg DI & BRI | §leT T B | T 3faH DI-HTIRCT I 3R
TR IR DI-3UAed d | TG BI-3Rfe d H W Pi-
JfRfed da7 3R fefeae T=a Hl-sifuRfead d7 € | Roid 9 &
STCT 2019 & IR 3T TR G H 36 I-3HTRfeT a9 Pt T
P 1544 € | 3T UHR ATETS P SIeT 2019 & IR LT BHl-3aRfed
I 3R fefcde Fcd H)-3TRfea o o T-T HH: 34 3R 363
g | o1 f&5 RBI & STeT HE, 2019 & IR Urban Co-operative
Banks H 4,84,315.85 BRIS Hd ofHT AR g 3R AT6TS H Hd ofHT AT
5,05,859.16 BN TUY § | Urban Co-operative Banks H 3.5 Udc I 4
YT g AT & BTy TR aUT 4 ¥ 7.25 WIC dd <H fSuTole
WRIARATL A 8 | ¥ 2019 F ITIAR 34 W HI-3fTRfed a7 7 F 30
4 T T 99 38 gl 3 UPR 363 fSfcae Iwd l-3faRfed a9
H ¥ 303 o9 @Y T 90 38 8| WS H 3 W PI-3ATRT a9 3R
60 fefcae T<d PI-3TRfea o9 T1¢ # g1 HeIGH, PACS T FHad
fH Ml D1 BU Tl DI IR B et DT IR-BUT HTAIDH T3]
P! RT DR o foU 99 WY UMY ghlg & ¥U H [AHRIT B &1 TN
foraT 7T B, 3% 1Y TS o WR H PACS I Ia1 Hal H faswRia
B & ot 35 i YgTIdT UeH HR 813 |
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Heledl, AR AMAIE e off fAdier AR St 3 PACS &
fIR & & w8} g & IUr fou g arfes arHior o Hsal
P! 3D I 3H¥b dH 0T b | 78 PACS FHTU T, YHY T D]
A1d g3 fS & HRUT PACS TY & T= §¢1 3R I8 Jrardl
fbaMl & B & Idla § dIHYG Afad g3 Ul I@-391d Fal 9
§3MT | PACS ! §@Mdl ¢ o ol AT Gewat oif 4 17 forai d 22
PI-3TRfea IS F7aM & folT 56.35 PIS TUY 3fdic [PU B |
3 3fcTd] fIgR TRBR 4 8 PACS Bl 15 ARG ST HTY IUBRN o
fou ardfe fovu 8 OH 10 IRF YRA IWRPR T 3R 5 ARG I

RPR P13 |

HEIadT, BRT ST & TuTeris e it v fore 81 et 3R
M- & et § 71 1 Wit 98 81 Agayul & | 7R Jucy & o
IRAN A A A A FR T I eaa A iR AT IS gs ¢ |
3R PR CSR B8 & B g < el o+t fd & e <t 8
3R FIY-FY TYATA P ST Dl IR Bl & dl 3T ARal
fHar YISl Td garsfi &1 AR AT |

guTafad Hgiedr, ¥ 3 & 9 THE Banking Regulation
(Amemdment) Bill, 2020 BT FHUH Hd T 3T §1d THIE HRAT§ |

SHRI PINAKI MISRA (PURI): Thank you, Madam, Chairperson.
The obvious lacuna in the regulation of the cooperative banks came to
the fore with the collapse or rather egregious collapse, I may add, of the
PMC Bank in Maharashtra. The investigations into the PMC scam have
shown the grossest possible financial mismanagement and, obviously,
complete breakdown of internal control mechanisms. Violating all

banking norms, the PMC had 73 per cent loan exposure to simply one
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entity which was masked through 21 fictitious accounts until a whistle-

blower blew the whistle.

The hon. Finance Minister, in her Budget Speech of 2020, said
that she is soon going to bring an Act to strengthen and professionalise
cooperative banks, basically, in order to protect the interests of
depositors and to strengthen cooperative banks by improving
governance and oversight which was sorely and long overdue. The idea
behind allowing the RBI i1s to initiate the reconstruction or
amalgamation of a bank without an order of moratorium. Therefore, this
Ordinance and, now, the current Bill, obviously, seeks to avoid any

disruption of the financial system.

This cleanup of the co-operative bank space is obviously very
welcome and my Party heartily supports the hon. Finance Minister in

her endeavour.

The fact that the RBI managed to, within 13 days, get the Yes Bank
moratorium out of the way and released funds, we are particularly
happy. It is because Shree Jagannath Puri Temple Trust had, in fact,
invested some moneys in the Yes Bank. That money was immediately
returned. Therefore, much reviled as the RBI 1s, I must compliment the
RBI for what it did in the Yes Bank case. We are grateful to the RBI and
the Finance Minister, indeed, for the very prompt action that they have
taken which 1s, of course, in stark contradistinction to what has
happened in the PMC Bank where after so many months the moratorium
continues. I have done this before. I will, once again, beseech the hon.
Finance Minister to take certain proactive steps that, I am sure, she can

as advised both by law and by the powers that be, to ameliorate some of
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the grievances of the PMC Bank depositors who are in dire straits. A
number of suicides have happened and it is one of the saddest episodes
in chapters in modern Indian history. Therefore, I once again urge you
to kindly take proactive steps to ensure some immediate relief for the
PMC Bank account holders.

While supporting this Bill, there are a couple of issues that require
consideration. Therefore, I would like to flag those before the hon.
Finance Minister. As per the RBI’s Trends and Progress in Banking
Report, 1544 urban co-operative banks account for very-very minimal
1.6 per cent out of the 97,792 co-operative banks. In fact, 96,248 rural
co-operative banks account for almost 65 per cent of the assets of co-
operatives which are, of course, controlled by the respective State
Government’s legislation. Therefore, the RBI control here, which is
being sought to be brought about, will be gaining control over a very
small fraction of co-operative banks. I understand the Finance

Minister’s dilemma in this matter.

I am mindful of the fact that certain issues have been flagged with
regard to the federal structure. Entry 32 of List II clearly says that the
co-operative societies would be governed by the State List, while Entry
45 of List I governs banking. Therefore, there has always been this sort
of duality of control. Unfortunately, this duality of control seems to also
obtain even under the new regime. It is because this is going to be one
of the regulatory issues that will come up. It needs to be clarified by the
hon. Finance Minister as to what role the State Government’s Registrar
of Cooperative Societies will play once this Bill 1s passed and whether
there will be any overlap in regulation with the RBI as that will create

even a greater problem, I guess.
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The other issue, of course, is that the co-operative banks really
catered to the local needs. The personal connect 1s a key characteristic
of their mode of operation. Therefore, centralisation of power with the
RBI now, particularly with regard to management decisions, may
obstruct this key characteristic of personal connect. How the hon.
Finance Minister wishes to go forward in this matter is something that

may be of some consideration.

Be that as it may, it i1s a welcome first step, hon. Chairperson.
Therefore, I commend the hon. Finance Minister for having been
proactive in this matter, for having brought this. Let us not raise the
bogey of why an Ordinance was necessary. [ believe, when it was not
certain at all as to when Parliament would be able to meet in the near
future, an Ordinance therefore was necessary. If ever an Ordinance
under Article 123 was needed, I think this is one of those cases.
Therefore, the Congress Party flagging the issue of why an Ordinance

was brought about, I think, is a needless criticism.

I thank you very much, Madam Chairperson.

SHRIMATI SANGEETA AZAD (LALGANJ): Thank you, Madam
Chairperson, for allowing me to speak on the Banking Regulation
(Amendment) Bill.

The Banking Regulation Act, 1949 is the primary law that regulates
the banks in India. However, the banking sector in India has witnessed
multiple large-scale frauds many of which have arisen as a result of

governance issue within the banks. The Banking Regulation (Amendment)

Ordinance was promulgated accordingly on 26™ June, 2020 in pursuance of
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the commitment of Government of India to ensure safety of depositors

across the bank.

Our Party BSP and our National President Behan Kumari Mayawati Ji
welcomes this Bill with a few suggestions. The amendment made in this
Ordinance 1s a welcome step in ensuring greater transparency and better
governance of the cooperative banks. But putting such cooperative banks
under complete supervision of RBI creates a potential risk of misuse of such

powers by the RBI and the Central Government.

The management of cooperative banks has traditionally been under the
domain of local members of State Governments. Now, the RBI would have
all the powers to take control of the management of these banks which will
cause conflicts between RBI and the State Governments for political issues.
The Bill raises questions of crossholding depositors within these cooperative
banks in some States. Cooperative banks typically hold deposits for other
credit societies and also housing societies as local law mandates that the

societies must compulsorily keep their deposit with such banks.

In spite of such crisis, the Bill only tackles regulation of paid up share
capital and securities by cooperative banks and does not address the issue of
crossholding of deposit which 1s one of the structural problems with the

cooperative banks.

Lastly, the Government should look into converting the cooperative
bank into small finance bank to regulate the institution and increase the

banks reach to small depositors in the rural and semi-rural areas.

I would request the Government to consider my proposed
suggestions. I welcome the Bill. Thank you.
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SHRI KOTHA PRABHAKAR REDDY (MEDAK): Madam, thank you
very much for giving me an opportunity to speak in this House today on this

very important subject.

As the House is aware, banks play an important role and it is part of
our life. As the House 1s aware that in future, there is a need to set up more
banks and financial institutions including corporate banks in rural areas to
meet the various demands of the people from different fields like agriculture,

business and also to meet the aim of financial inclusion.

In the past, our country had a great bank track record but nowadays, it
is seen that the general public have lost confidence in the banks due to the
policies adopted by the Government. There is a need to restore the

confidence of the general public in the banks.

As the House i1s aware, the banks are the backbone for the
development of various sectors and for the overall growth of the nation -

from the industries to the employment and provide invaluable services.

Providing more powers to the RBI for regulating cooperative banks is
a welcome step in the backdrop of Punjab and Maharashtra Cooperative
banks scam, Yes Bank scam and other bad experiences. There is a need to
bring cooperative banks and non-banking financial institutions also on par
with the developments in the banking sector through better management and
the proper regulation of the cooperative banks to ensure that affairs of the
cooperative banks be protected in the interest of the depositors and will also

strengthen the nation’s economy.

Another major serious problem is overdue loans of the cooperative
banks which have been continuously incurring losses which till now 1s not

corrected.
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Large amounts of overdues restrict the recycling of the funds and
adversely affect the lending and borrowing capacity of the banks. It is better
that RBI can supersede to give consolations to the State Governments, if any
cooperative bank is under stress. There is a need to strengthen the
cooperative banks by increasing professionalisation, by improving excess
imbalance and also by improving the capital governance and ensuring sound
banking through the Reserve Bank of India. Audit for all banks may be made

from time to time.

With these few words, I would like to conclude my speech. We are

supporting the Bill. Thank you, Madam.

SHRI BENNY BEHANAN (CHALAKUDY): Madam, I totally
oppose the Bill. While introducing the Bill, the hon. Finance Minister
explained that this Bill is for the betterment of the depositors and to
strengthen the rural economy but actually this Bill is totally against the

depositors and it will destroy the rural credit system.

The Bill is against the provisions of the Indian Constitution.
Hitherto, the co-operative society and the co-operative banks in each

State were registered and managed by the State laws.

The RBI appointed a Committee in 1951 to study the co-operative
movement under the Chairmanship of A.D. Gorwala. The Committee
submitted a report in 1951 with a conclusion, ‘co-operation has failed in
India but it must succeed’. This report i1s called the Magna Carta of the
co-operative sector, which makes a structural change in the co-operative

history of India.
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The co-operatives all over the world are functioning on a set of
principles as promulgated by the International Co-operative Alliance.
Democratic member control and autonomy and independence are the
two cardinal principles of them. As per the proposed amendment, the
RBI will supervise all the co-operative banks, whether it is primary,

urban, district, Central or apex.

The RBI will supersede the elected Board of Directors and appoint
a Chairman to the Board of Directors. This Bill shows the Government’s
interference against democracy and it violates the co-operative principle.
The co-operative societies all over the world are found to obey the co-

operative principles and ensure democratic management.

As per the Montague-Chelmsford Administration Reforms of 1919,
co-operation has become a State subject. That means, each State can
prepare its own laws for the administration of the co-operatives in their
State. As per the proposed amendment, the UPA Government
recommended a uniform law for all the States in the country. The
Parliament has passed a model law and sent it for approval of the
respective State Governments, after making amendments, if any. As co-
operation is a State subject, the Central Government has no such power
to insist on a common law for the whole country. As the economic,
social, educational and cultural policy of each State is entirely different
from one another, it is practically impossible to implement a common

law throughout the country.

The Central Government could administrate and manage only
multi-state co-operative organisations formed as per the Multi-State Co-
operative Societies Act. Through the proposed amendment, the Central

Government is trespassing into the powers of the State Government and
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the autonomy and independence of the co-operatives in the State. So,

this amendment is against the federal system.

Up to 1981, the rural credit facility of the country was managed by
a Department in the Reserve Bank by the name ARDC. Then, to
strengthen agriculture and the rural credit structure of the country,
NABARD was formed. NABARD was managing and controlling the
rural credit structure, especially the co-operative banks. But a reversal
action 1s seen by centralizing the entire credit and banking activities of

the co-operative sector into the RBI.

Is the Government of the opinion that NABARD is not managing
the credit structure properly? Then, why is the RBI stepping into the
shoes of NABARD?

The co-operative institutions in our country are the backbone of
Indian rural economy. As commercial banks are reluctant to provide
adequate credit to rural people, their credit requirements are met by the
co-operative societies. NABARD 1is the national level refinancing
agency for rural credit. Until 1982, it was performed by NARDC. But
when the RBI takes over the entire credit and banking activity under the
co-operative sector, NABARD has no role to play. Then, why is there an
institution called ‘NABARD’?

Section 3 of the Amendment Bill is detrimental to the interests of
all primary co-operative banks of Kerala State. In our State, the primary
service that the co-operative banks are doing is banking business under
the direct control of the State, District and State Co-operative Banks.
That system has been functioning successfully for the last so many
years. It 1s the backbone of the rural economy of the State. The entire

rural public and farming community is benefited by the primary service
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of co-operative banks. Through the proposed amendment, they cannot

use the name, bank, banker or banking.

Why are you killing a successful institution which is functioning
well in our State? The proposed amendment under Section 12(1) to
make public issue of shares and private placement is against the very co-

operative principle.

A loanee, who is taking loan from a cooperative society, will have
to keep a small percentage of the loan amount in this society. It is called
share linking. This is the equity of the institution. After closing the loan,
the member is entitled to withdraw his shares as per the conditions
imposed by the State Government. But now through this amendment, in
clause 12 (2), a shareholder is prevented from withdrawing his shares in

a society. What is the justification for this amendment?

A scheme for moratorium rescheduling or restructuring of loans is
the prerogative of the respective institution under the directions of the
State Government. But now the Central Government is usurping the
powers of the State Government. The power to declare moratorium of
any kind or waiver i1s to be vested with the State Government. It 1s
pertinent to note that even after repeated requests of the apex court, the
Government has not informed its opinion regarding the payment of
interest and compound interest for the deferred amount under

moratorium scheme now declared.

The objective of the cooperative movement is the upliftment of
the poor. The members are the supreme authority in a cooperative
society. This Bill says that the RBI is the supreme authority.  This Bill

destroys our cooperative spirit and cooperative sector. This 1s against the
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democracy, the cooperative principles and the view of the international

cooperative alliance.

Before concluding, I would like to quote what Pandit Jawaharlal
Nehru said. He said:

“The 1dea of cooperation is something much more than merely
an efficient and economic way of doing things. It is economic,
it 1s fair, it equalises and prevents disparities from growing.
But it is something ever deeper than that. It is really a way of
life.”

Therefore, 1 request the Government not to destroy the concept of
Pandit Jawaharlal Nehru. With these words, I once again oppose the Bill
and request the hon. Finance Minister to withdraw the Bill. Thank you.

SHRI TEJASVI SURYA (BANGALORE SOUTH): Thank you,
Madam, Chairperson. I speak in support of this Bill introduced by the

hon. Finance Minister.

Today this House is addressing an issue of eminent importance
that will positively impact the lives of more than 20 crore depositors of
urban cooperative banks, district central cooperative banks and State
cooperative banks, whose lives and lifesavings were under jeopardy

because of a regulatory twilight zone.
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That cooperative banks are in a precarious state owing primarily
to unprofessional management and non-compliance with modern
banking practices is beyond dispute. When these banks crumble under
their own weight, helpless depositors are left to fend for themselves
without much effective legal redress. We have seen how in the recent
past thousands of depositors primarily from the modest middleclass
background and the lower middleclass background have been defrauded.
The PMC Bank case in Mumbai and Sri Guru Raghavendra Cooperative
Bank case in my own constituency of Bengaluru are cases in point. This
is a result of proper lack of regulatory oversight of cooperative banks by
the RBI. For all these years, despite cooperative banks performing solely

banking functions, they were not fully accountable to the RBI.

However strangely, the Opposition does not seem to be keen on
cleaning up the mess in this sector and their opposition to these reforms
stands on shaky and spacious grounds. The first opposition is on the
ground that this Parliament lacks legislative competence to enact this
Bill and that this is against the federal structure. The argument does not

hold water for the following reasons.

Madam, the third proviso to Article 243 ZL, Clause 1 states that
provisions of the Banking Regulation Act, 1949 applies squarely to all
cooperative banks. Speaking on this, the constitutional bench of the
Supreme Court in many judgements, the latest being the constitutional
judgement in Pandurang Ganpati Chaugule vs Vishwasrao Patil, as
recently as May 2020, stated that the constitutional provision itself
makes a distinction between a cooperative bank and other cooperative
societies and applied the law enacted under Entry 45 of List-I of the
Seventh Schedule to the Cooperative Banks. It thereby sets at rest all
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controversy concerning applicability of the Banking Regulation Act of

1949 to banks run by cooperative societies.

It also made it clear that such banks are governed under Entry 45
— List I of the VII Schedule.

The proposed Bill only refers to such societies which are solely
performing banking functions and it is to be noted that incorporation
powers are still with the State Registrars. Therefore, it requires the

scheme envisioned by the Supreme Court.

It is also pertinent to note that just like how banking companies
are registered under the Companies Act, but are governed under the BR
Act, the cooperative societies performing solely banking functions will
be incorporated under the respective State’s Cooperative Societies Act,
but will be governed in their banking functions and connected
management functions by the BR Act. Therefore, this area of law is no
more res integra and 1 would want to urge the Members of the
Opposition, many of whom are learned lawyers, to appreciate the

Supreme Court’s reasoning on this.

Madam, the second ground of attack is that the proposed
amendment debilitates the cooperative banks and dilutes their
fundamental cooperative features, but we must first understand how
cooperative banks are different from other cooperative societies which
are not involved in banking. Cooperative banks are strictly not
cooperative in nature as they mobilise funds not only from among their
members but also from the general public. This is not the case with other
cooperative societies. This is the reason why cooperative banks are
barred from performing non-banking functions. Also, cooperative banks
are controlled by shareholders who are also members of the society, but
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depositors are not always members of the society. Therefore, a non-
member depositor is not permitted to participate in the decision-making
or borrow his money although it is his funds that are at stake. This
places cooperative banks in a class different from that of other
cooperative societies. This is the reason why it has been repeatedly held

that all cooperative banks must come under the supervision of the RBI.

Madam, all these years the biggest problem before the cooperative
banks and their administration was the problem of dual control. While
urban cooperative banks came under State RCS and the RBI, district
central cooperative banks came under the NABARD and the RCS. The
Madhava Rao Committee on UCBs in 1999 had highlighted the
problems of this dual control regime. I would want to quote a few lines
from the report. It said:

“Perhaps the most significant factor which adversely affects the
performance of urban cooperative banks and prevents timely and
adequate remedial action to prevent sickness i1s the dual control
over the urban cooperative banking sector. The Committee is
convinced that unless the dual control is replaced by unitary
control, it will not be possible for a healthy urban cooperative
banking sector to subsist. This unitary control must recognise
that whereas the cooperative character of UCBs may be

controlled by the Registrar of Cooperative Societies, its banking
functions must necessarily be under the sole control of the RBI.”

This is precisely what these amendments propose to do. In that regard,
in 1999, the Madhava Rao Committee had made recommendations that
the BR Act must be amended. Sadly, for all these years, it was not done
and to even bring these monumental reforms, it took a Narendra Modi

Government in office.
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From the perspective of the depositor, a bank is a repository of
trust. The moment a financial institution uses the word bank, the
depositor presumes that it is supervised and guided by the RBI and
therefore, his deposits are safe. He does not understand nor does he
know that multiple legislations cover the field of banking and
cooperative banks. This dual control regime, therefore, placed depositors
of different banks on different pedestals which created a peculiar
practical as well as a constitutional problem. Nothing highlights this
anomaly better than the recent redressal of the Yes Bank by the timely
intervention of the Central Government, the Finance Minister and the
RBI by facilitating a speedy reconstruction of the Yes Bank while
depositors of both PMC Bank as well as Sri Guru Raghavendra
Sahakara Bank continue to be in distress because of the moratorium
placed on the respective banks even to this day. This was because the
law, that is, the BR Act permitted the RBI to restructure and reconstruct
banking companies while not allowing for the same in respect of
cooperative banks. This was a gross violation of the Fundamental Right
to Equality of depositors. I must thank the Finance Minister, Nirmala
Sitharamanji, for bringing this issue to a closure. Very recently, she had
met the depositors of Sri Guru Raghavendra Sahakara Bank in
Bengaluru and had assured all of them that appropriate legislative

measures would be taken immediately to address this big legal anomaly.

Madam, it 1s also pertinent to note that the amendment to Section
45 of the BR Act will henceforth allow reconstruction of banks without
the imposition of a moratorium thereby avoiding disruptions and panic

in the financial system.

It was appalling, rather surprising that a few learned Members

from the Opposition said that law and legislation must not apply to
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cooperative banks and that they must be let alone, that there must be no

law that must apply and regulate their functions.

Banking 1s a very sensitive issue. This is a space which cannot be
let to have any statutory vacuum. Even ancient civilisational India was
aware of this necessity and had framed appropriate rules in the dharma
shastras. I would want to quote only one sentence from the Manusmriti.
In the Manusmriti, a few thousand years ago, the law-givers then had

envisaged,

“Yo nikshepam narpayati, yascha anikshipya yachate, tavubau choravat

shashyav dhabyava tat samam dhamam”.

This means, a borrower who does not repay his loan and a banker

who does not repay a depositor, both are thieves and must be punished.

Therefore, Madam, since long the importance of regulation on
banking matters was stressed. However, in respect of cooperative banks,
because of non-implementation of the RBI suggestions, resulted in a
clique of persons controlling cooperative banks in different States,
resulting in huge losses to depositors and, therefore, consequent losses

for the common man in the banking system.

Let me just give one small example before I conclude. Half of the
deposits of the PMC Bank i1s alleged to have been borrowed by the
Chairman of the Bank. In the case of the Guru Raghavendra Bank, only
27 borrowers have borrowed upwards of Rs. 927 crore and have

contributed to more than 70 per cent of the total NPAs.

The reforms that are proposed today will put an end to the conflict
of interest of the promoters and usher in modernity, professionalism and

progressive banking practices in the cooperative sector.
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The most other important aspect of the reforms that is being

proposed 1s the auditing of the cooperative banks. Cooperative banks
have often been found to cook books to suppress their
maladministration. Even the creation of fake deposits, ever-greening of
the NPAs, fictitious loan creations and false profit and loss statements

are found at the time of emergence of scams.

Again, in the instant case of Guru Raghavendra Bank, I would like
to say that it had paid an excess of Rs. 70 crore as income tax by
presenting false profit and loss statements even when the Bank was

suffering real losses.

It 1s also important to note that the instant reforms are addressing
one other pressing problem of cooperative banks, that is the difficulty of
raising capital. In the case of companies and commercial banks, capital
can be transferred from one person to another, but is not refunded to the
shareholder. But in a cooperative society capital 1s refunded to a member
if he or she so demands. Also, because there 1s no scope for appreciation
in the value of share capital of a cooperative bank, mobilisation of
capital is a problem. Therefore, these reforms propose suitable
provisions to make additional avenues for cooperative banks to raise
additional capital. At the same time, it must be appreciated that the new
avenues for raising capital are being provided without compromising the

fundamental cooperative principle of ‘one member one vote’.

[ would want to say in conclusion that even the provisions related
to the removal of the Board of a cooperative bank have been made
mandatory with the consultation of the State Government. This is in line

with the constitutional principle of cooperative federalism.
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Contrary to the argument that the Opposition is making, these

reforms will not only strengthen the cooperative banks across the
country but will also revive the confidence of the small depositors, the
micro business owners in the formal banking system, as in many cases it

is the local cooperative bank that 1s the base of banking system in India.

Our Government, under the leadership of our hon. Prime Minister,
Shri Narendra Modi, has always tried to protect the interest of the most
vulnerable sections of the society. These reforms today which are
historic in nature will help the States try towards achieving Mahatma
Gandhi’s goal of enabling and empowering the weakest of the weak and

the poorest of the poor.

I thank hon. Finance Minister, Shrimati Nirmala Sitharaman, for
bringing this very important Bill. Thank you so much for the
opportunity, Madam.

*SHRI SUNIL DATTATRAY TATKARE (RAIGAD): Thank you,
Madam Chairperson. The Union Government has brought this Banking
Regulation (Amendment) Bill 2020 for the better management and
proper regulation of co-operative banks and I rise to speak on it.
Maharashtra has been a guiding force for the entire nation in the field of

co-operative movement.
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Late Dhananjayrao Gadgil, late Yashwantrao Naik, late Vasant
Dada Patil, and Shri Sharad Pawar ji have played a very important role
in the overall agricultural and industrial development of Maharashtra as
well as of this country, and we have been witnessing it for the last so
many years. Yesterday, we discussed here the issue related to the
APMCs and my friend Shri Rao Saheb Danveji mentioned about the
exponential growth of agriculture sector in our country. But, this is not
shown in the price rise for agricultural produce. During 2004-2014,
while serving as a Union Agriculture Minister Shri Sharad Pawar ji took
certain steps to improve import-export policy and that paved the way for
further overall growth in agriculture sector. It was strengthened by Co-
operative banks which came forward to give monitory assistance to the

farmers.

In Maharashtra, District co-operative banks, state co-operative
bank were formed. Whether it 1s the Pune District Co-operative Bank or
the Satara District Co-operative Bank, these banks are led by hon’ble
Sharad Pawar ji and these banks provide loans to the farmers by
charging 0% interest. These banks are playing a pivotal role in the
financial sector of rural Maharashtra by providing timely help to the
needy and poor farmers. Of course, some cases have come to light
which brought bad name to the co-operative movement. So, the

Government has to take a stand to protect the depositors.

This i1s going to help the process of merger. Now, the Reserve
Bank of India will regulate and control the activities of Co-operative

Banks and at the same time, it is expected that some positive and

constructive measures should also be taken. The 97" Constitutional
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Amendment was carried out through the Banking Ordinance and in part
5, Article 43 (B) was incorporated after Article 43 (A) which reads as:-

“The State shall endeavour to promote voluntary formation, autonomous
functioning, democratic control and professional management of co-

operative society”

It 1s understood that democratic control is necessary in every co-
operative society. But on the basis of the amendment carried out in
2020, any person who is not a member of that society , can be appointed
as the chairman of the bank. I want to mention here that this is totally
contrary to Article 43 (B) and invalid. This ordinance proposes that the
capital infused by the founding members of the bank, would not be
returned back to them. I know that some frauds of larger amount come
to light and that 1s why RBI has to come forward with this kind of
regulations and I welcome it. But, while giving additional powers to the
RBI, we should take cognizance of the banks which are working
efficiently. Hence, we should not politicize this issue and the banks
should not be targeted on the basis of political linkage. The Pen Co-
operative Bank in my Raigad district was established in the year 1935.
It got banking license in 1986. It has a capital of around 613 crore. Rs.
178 crore was the recovery. It has got more then 1 lac depositors and it
was working efficiently and transparently. But an administrator has been
appointed for this bank. If Government wants to merge it, it should be
merged with a financially strong bank. I would like to request the Union
Government that these issues should be considered seriously. Jai Hind,
Jai Maharashtra.
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SHRIMATI NUSRAT JAHAN (BASIRHAT): Thank you so much,
Madam. We are clearly opposing the Bill.

With regard to amendment of Section 12 by inserting Section 12
(1), we would like to say that these provisions go against the tenets of
cooperative movement and cooperative societies registered under the
West Bengal Cooperative Societies (WBCS) Act, 2006, as amended.

Raising of shares by way of public issue or private placement is
not provided for in the WBCS Act, 2006. It 1s a corporate concept where
ownership is determined by the number of shares held. The WBCS Act,
2006 provides for ‘one-member, one-vote’. There is also a prescribed
ceiling on holding of shares under the WBCS Act. Moreover, there is no
provision for issuing unsecured debentures by the cooperative societies
in the WBCS Act. Also, as per WBCS Act, bonds cannot be issued
without the prior approval of the State Government, but this Banking
Regulation Ordinance provides for public issue or private placement of

bonds. Therefore, it takes away the rights of the State Government.

Secondly, with regard to amendment of Section 12 by inserting
Section 12 (2) (i) and Section 12 (2) (i1), the inserted Section 12 (2) (1)
states that : “No person shall be entitled to demand payment towards
surrender of shares issued to him by a cooperative bank.”. As per the

inserted Section 12 (2) (1), a cooperative bank shall not withdraw or
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reduce its share capital except to the extent and subject to such
conditions as RBI may specify. Our views on this is that the privileges of
the members may be compromised. Moreover, the redemption of shares
to the State Government will not be possible either. Thus, inter alia, the
State cannot subscribe to a cooperative bank’s share capital. On the
other hand, Section 12 (2) (i1) imposes more restrictions on the freedom

of cooperative banks.

Lastly, with regard to the amendment of Section 56 by inserting
Sub-Sections 56 (a) (iv) and 56 (a) (v), as per this inserted provision 56
(a) (iv) references to the provisions of the Companies Act, 1956 except
in Part III and Part IITA shall be construed as references to the
corresponding provisions, if any, of the law under which a cooperative
bank i1s registered. As per the inserted provision 56 (a) (v) references to
‘Registrar’ or ‘Registrar of Companies’ shall be construed as references
to ‘Central Registrar’ or ‘Registrar of Cooperative Societies’, as the case

may be, under the law under which a cooperative bank is registered.

Our views on its implication is that cooperative banks may be
converted into joint stock companies. This would make them lose their
cooperative character. For the above stated concerns, the amendments
made by inserting Sub-Sections 12 (1), 12 (2) (1), 12 (2) (11), 56 (a) (iv)
and 56 (a) (v) may kindly be removed from the Bill. Thank you so much
for giving me the opportunity.

SHRI JAYADEV GALLA (GUNTUR): Madam, I thank you for

giving me this opportunity to speak on this piece of legislation, which

51/102



has come before this House in the backdrop of the Punjab and
Maharashtra Cooperative (PMC) Bank scam.

The Bill aims, as per the Statement of Objects and Reasons, to
improve cooperative bank’s management and regulation, infuse
professionalism, better governance and sound banking practices so as to
protect the interests of the depositors. So, I welcome this Bill. Since the
time at my disposal is very limited, and I have no luxury to go into the
cooperative movement, how cooperative banks came into existence,
kinds of cooperative banks, their functioning, etc. [ will make just a few

quick points for consideration of the hon. Finance Minister.

Madam, I am from the Telugu Desam Party. As the Finance
Minister has aptly demarcated in the Bill that Banking Regulations and
Guidelines of the RBI are to be strictly followed by the cooperative
banks and gives the authority to the Registrar of Cooperative Societies
to deal with administrative issues. The cooperative banking system in
our country was set up on a cooperative basis and belongs to its
members. But if you closely observe the PMC scam, there was collusion
between the bank officials and HDIL. Almost 77 per cent of the loan
was given to HDIL holding companies which became NPA and the PMC
Bank has gone bankrupt.

Here, the point I wish to highlight is, according to the RBI norms
of exposure, the bank’s exposure to a group of connected companies i1s
capped at 25 per cent and 15 per cent for individual companies. But this
was violated. I did not find any such cap in this Bill also. So, I would
like to know from the hon. Minister, how is she going to implement this
norm in the cooperative banks, who will monitor this, may kindly be

explained. Madam, in 2017, when Shri Arun Jaitley was the Minister,
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this very House had given its approval for inserting two Sections 35 (aa)
and 35 (ab) to the parent Act. The main objective was to strengthen the
hands of the RBI to address stressed assets in the banking system. I am
sure these two sections are also applicable to the cooperative banks but
whether they are going to be prospective or retrospective is not very
clear. I suggest making them applicable retrospectively to cover the
PMC scam, which I think is the largest scam in the cooperative banking

sector.

Secondly, I wish to know the results of the implementation of
Sections 35(aa) and 35 (ab) in the last three years. The cooperative
banks are still at the beginning of the cooperative movement. They are
not following the modern practices of banking, such as, net banking,
mobile banking, online banking, e-banking, ATM banking, and other
electronic banking ways and lagging behind in adopting advanced and
new technology in the banking sector. So, the hon. Minister may kindly
explain how she is going to address this. I suggest for the consideration
of the hon. Minister to provide a special grant for modernising the

cooperative banks in the country.

With these observations, I support the Bill.

ADV. AM. ARIFF (ALAPPUZHA): Madam, on behalf of the CPI(M)
Party, I wish to register my strong protest on the decision of the

Government to bring cooperative banks under the Banking Regulation
(Amendment) Bill, 2020.
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It is highly objectionable that the Bill, which would be debated in
Parliament, was hastily enacted into law, by including the provision to
grab the powers of the States. What was the urgency to bypass the
legislative power of this Parliament? It is undoubtedly a death bell to the
cooperative sector of the country, though the hon. Finance Minister tried
to defend by saying that the decision will be applicable only to
cooperative institutions using the words "bank’, "banker’, and "banking’.
In Kerala, both land mortgage banks and primary agricultural credit
societies are using the word "bank’ along with their names even before

the enactment of the Banking Regulation Act, 1965.

Hence, they may be allowed to use the word "bank’ along with their
names. Hon. Finance Minister 1s saying that the Government’s intention
1s to protect the interests of the depositors and the public at large through
this amendment. But what is the truth? The truth is that this amendment
will only lead to unnecessary restrictions on the availability of credit
facilities to the common people. By the destruction of the cooperative
sector, people will be thrown into the hands of the Shylocks and blade

mafia.

Moreover, in Kerala, we have been given the insurance protection
for all the deposits. Likewise, you can come up with an amendment to

give insurance protection for all.

Yesterday, the hon. Finance Minister gave a list of ailing
cooperative banks in the country as a whole but I want to remind this
august House that the other side of the story is that we should not forget
that thousands of primary cooperative banks and urban cooperative

banks are functioning efficiently across the country. These cooperative
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banks are the only solace of the common people from the clutches of the
money lenders and the so-called new generation banks which are only

bothered about making profits, profits and profits.

At the same time, some technical 1ssues will arise due to the
amendment. The cooperative banks are now permitted to issue
preference shares along with their equity shares giving preferential
treatment to a particular class of shareholders. It is against the principle
of cooperation. The cooperative banks are allowed to issue shares at
premium. Members take shares of a cooperative bank, not for trading
but to get the service of the bank to get more than the face value of the
shares from members against the principle of equity. Giving shares to
non-members 1s against the spirit of cooperation. Members of

cooperative banks are not permitted to withdraw their shares.

As per Section 36 AAA, the Reserve Bank can supersede the
Board of Directors of a cooperative bank. It will result in dual control
and can be seen as an encroachment upon the powers of the States as

6tl’1

envisaged under entry 32 of the 6™ Schedule to the Constitution.

Section 53 of the B. R. Act permits the Central Government to
exempt the class of societies from the provisions of the B. R. Act.
Hence, the Central Government may exempt the Primary Agricultural
Credit Societies (PACS) of Kerala from the provisions of the B. R. Act.
So, 1 request the hon. Finance Minister to withdraw the Banking
Regulation (Amendment) Bill or otherwise, send it to a Select

Committee.
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SHRI SAPTAGIRI SANKAR ULAKA (KORAPUT): The main aim
of the proposed Bill is to increase professionalism and improve
governance among the cooperative banks. The introduction of the
Ordinance was necessitated by primarily two cases, the Mapusa Urban
Cooperative Bank of Goa Ltd. and the CKP Cooperative Bank Ltd. in
May 2020. If you look at this particular Ordinance or the Bill, the main
reason is the PMC Bank crisis. Let me revisit what happened in the
PMC Bank. Around 9,24,000 depositors and 50,000 shareholders of the
Punjab & Maharashtra Cooperative Bank in seven States were on
moratorium because of the mismanagement of the management. The
PMC Bank failure is not a typical banking failure but a fraud committed
by the PMC management. The Bank did not classify the loans as non-
performing advances despite non-payment. This is purely because of

lack of supervision of the RBI.

There are about 63 persons who succumbed to death, including 3
suicide cases. The Government should be accountable for the deaths.
Finally, the Government woke up and came up with this Amendment.
Let me briefly take up some key issues in the Bill which I would like to
highlight. Firstly, the Reserve Bank is being vested with more regulatory
responsibilities and the RBI’s record of regulating banks and some
NBFCs i1s mixed. There is no justification to make the RBI the regulator

of district cooperative banks and urban cooperative banks.

Secondly, if the Ordinance becomes the law, all the key financial
intermediaries will come under the control of the Central Government.
There will be more centralisation. We should strive for decentralisation
empowering the States. I am really surprised as to how some regional
parties are supporting the Bill where the power from the States goes to

the Central Government, the power to change the final structure of
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cooperative banks that enables control with crony capitalists, like
everything else that the Government has been doing. The Airport Baba
who has been buying airports across the country will come into this

cooperative bank also.

The role of the State Governments is undermined. The Bill
undermines the ability of the State Governments to regulate the
cooperative banks by allowing the RBI to have greater control. The

disbursal of social welfare schemes to cooperatives might be disrupted.
18.00 hrs

Coming to continuance of dual regulatory system, the RBI will
have greater regulatory powers with respect to banking guidelines while
the Registrar of Cooperative Societies remains responsible for
administration, contrary to the spirit of financial inclusion. Multiple
regulatory factors will bog down the functioning of the cooperative

mechanism.

There are misguided assumptions that all cooperative banks cannot
function as commercial banks. Therefore, bringing cooperative banks
under the ambit of the parent Act will limit the capacity as voluntary

credit societies.

There is a concern about scheme for reconstruction. The enhanced
powers of the RBI to initiate a scheme for reconstruction or
amalgamation could lead to a scenario wherein the actual objective or
function of a bank could be eroded. The cooperative banks are often set
up by a particular group of professionals with certain objectives of
catering to a community or guild. It is a cause for concern that they may

be merged in such a manner that the resulting entity would have no
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correlation with the original cooperative bank. A fishermen-promoted
cooperative could be transferred to the hands of fish traders or non-

fishermen.

Let me quote from what the hon. Finance Minister said in her
Budget Speech.

Kai nel aruthuk kavalam koline
Arivudai vendhan neri arindhu koline
Parivu thapa edukkum pindam nachin
Yanai pukka pulam pola

Thanum unnan, ulagamum kedume

This is from the same poem which the hon. Minister read out
during her Budget Speech. It means, “A few mounds of rice from paddy
that is harvested from a small piece of land would suffice for an elephant
but what if the elephant itself enters the fields and starts eating.” ...

(Interruptions)

The Government has unleashed the elephant against cooperative
federalism ...(Interruptions) It 1s very unfortunate. [ would appeal to the

Government to withdraw the Bill or send it to a Select Committee.

SUSHRI SUNITA DUGGAL (SIRSA): Hon. Chairperson, Madam, I
am highly thankful to you for affording me this opportunity to speak on
the long-awaited and long-desired Banking Regulation (Amendment)
Bill, 2020. The Bill seeks to replace the Banking Regulation
(Amendment) Ordinance, 2020. It seeks to protect the interests of
depositors by amending Sections 3, 45 and 56 of the Act.
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First of all, we should have a look at the Banking Regulation Act,
1949. The Banking Regulation Act, 1949 is a law that regulates banking
firms in India. It was passed as the Banking Companies Act, 1949. It

came into force from the 16™ March, 1949. It was changed into the

Banking Regulation Act, 1949 from the 15' March, 1966. The Act
empowers the Reserve Bank of India to issue licences to commercial
banks; regulate shareholders, shareholding and voting rights; supervise
the appointment of Boards or management; control moratorium, merger
and liquidation; regulate the operations of banks giving instructions for
audit; issue instructions to banks in the interest of public welfare and

banking policy; and impose penalty on banks if required.

The changes made in the Banking Regulation Act, 1949 through
the Banking Regulation (Amendment) Bill, 2020 are particularly to
Sections 3, 45 and 56. The Banking Regulation Act, 1949 will not apply
to primary agricultural credit societies and cooperative societies whose
principal business is long-term financing for agricultural development. I
need a clarification from the hon. Minister as to what it says about the
cooperative land mortgage banks. Other provisions say that these
societies must not use the terms bank, banker or banking in their name
or in connection with their business. In the case of cooperative land
mortgage bank, the term bank is used. But it is not as such in banking

business, you can say, and acts as an entity that clears cheques.

Regarding 1ssuance of shares and securities by cooperative banks,
the Bill envisages that cooperative banks may issue equity shares,
special shares at face value or at a premium, preference shares to its
members or to any other person residing within their area of operations.

The Bill states that no person shall be entitled to demand payment for

59/102



719122, 10:43 AM
the surrender of shares issued to him by the cooperative bank. In
addition, a cooperative bank cannot withdraw or reduce its share capital,
except as directed by the RBI.

Regarding supervision of Board of Directors, the Act states that
RBI can supersede the Board of Directors of the multi-State cooperative
bank for up to five years within certain conditions, that is, in the public

interest or to protect depositors.

Regarding power to give exemptions to cooperative banks, the
Bill states that the RBI may exempt cooperative banks from certain
provisions of the Act through notification. These provisions are related
to employment, the qualification of the Board of Directors, and the
appointment of a Chairman. RBI will decide who will get relaxation in

employment.

The Banking Regulation Act, 1949 states that cooperative banks
cannot open a new place of business or change the location of the banks
outside the village, town, or city in which it is currently located without
the permission from RBI. The Banking Regulation (Amendment) Bill,
2020 discards this provision. It is expected that due to the change in the
Banking Regulation Act, 1949, political interference in the appointment
of officers of the cooperative banks of the country will be reduced and
their working style will change, which will increase the confidence of
the general public in the banking system of India. So, what is the

rationale behind the amendment?

In 1904, the Cooperative Credit Society Act was enacted to
encourage the cooperative movement in India. The cooperative
movement was started in the country with a view to empower farmers,

workers, and other not so privileged sections of the society. The model
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was simple. The cooperative institutions will be owned and managed by
the farmers, workers and it will also work for their welfare. In a sense,
the idea was that collective strength of less fortunate persons will sail
them through the oceans of economic opportunity. Unfortunately, gross
mismanagement, neglect, and plain corruption, you can say, have almost
destroyed the whole cooperative system in the country, and the classic

example, as everybody has already mentioned, is PMC.

So, 73 per cent of the funds have been given to only one entity. It
1s the moral responsibility of the State Government to ensure that the
cooperative banks functioning within the State are not risking the
depositors’ money and engaging in fraudulent practices. They need to
have monitoring practice in place to protect the interests of the
depositors. Furthermore, due regard should have been given to the
jurisdiction of the Registrar of Cooperative Society for smooth

regulation and coordination between RCS and RBI.

More than 9 lakh depositors are in deep difficulty in PMC, as
everybody knows. A look at the financial position of the cooperative
banks shows that — this is a sorry state of affairs — out of 1,934 number
of cooperative banks, total deposits are Rs. 10.10 lakh crore and loans
and advances are Rs. 7.52 lakh crore. And out of these, as the Finance
Minister has already told that there are 592 cases of cooperative banks
having high net NPA ratio, of more than 6 per cent. So, figures have
already been given. I just want to add that in fact these figures do not
reveal the true picture as most of the cooperative banks do not follow
prudential accounting norms and conventions and, therefore, do not
reflect their true picture. This situation is very scary as poor farmers’
and workers’ monies put at high risk, as is evidenced by the fact that as

per RBI over the last two decades banking licence of about 430 urban
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cooperative banks have been cancelled across the country due to their
precarious financial position in most cases. Therefore, the amendment is
urgently required in this regard. ...(Interruptions) I am completing in

one minute.

HON. CHAIRPERSON: Shri Asaduddin Owaisi Ji.

SUSHRI SUNITA DUGGAL: Dual supervision means no supervision.

I will only take one minute, Madam. ...(/nterruptions)

SHRI ASADUDDIN OWAISI (HYDERABAD): Hon. Chairperson,
Madam, thank you for giving me this opportunity. The hon. Minister,
while introducing the Bill, started by saying that this Bill is being

brought to protect the urban cooperative banks and the depositors.

18.10 hrs (Shri Kodikunnil Suresh in the Chair)

My question to the hon. Minister, when she stands up to reply, 1s
this. The RBI’s FSR report of December 2019 says that the State-run
banks account for 89.8 per cent of frauds by value; private banks
account for 9.2 per cent; and foreign banks, 0.4 per cent. This says a lot
about the internal controls in the State-run banks. What is the
Government doing? Their hollow claim has been badly exposed by the
RBI report itself. My second question to the hon. Minister is this. The
Punjab National Bank was hit with Rs. 23,000 crore and we know Mr.
Nirav Modi fled and no heads have rolled so far. The third question is
about the Modi Government’s real concern about PMC Bank which the

hon. Minister mentioned. When 1t came to Yes Bank, the SBI
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immediately infused funds into Yes Bank. Why is this stepmotherly
treatment there for PMC? Sixty people have committed suicide. What is
the interest that Government had with Yes Bank and that same love is
not shown towards PMC Bank? What kind of administrator is working
in PMC Bank for last one year? The hon. person has not been able to
sell the yacht which is stuck in Sri Lanka; two aircrafts are stuck at
Mumbai airport. This is the love of this Government for PMC Bank’s

depositors who are suffering day in and day out.

My third question is this. The Bill talks about issue of equity
preference shares by way of public issue and private placement. Are you
trying to say that now SEBI will interfere in it? Please enlighten all of

us.

My fourth question to the hon. Minister is this. The RBI is being
given power as claimed by the Government. If that is the case, why did
Yes Bank, PNB, IL&FS and Franklin Templeton happen in March 20207
What was RBI doing? What was this Government doing? How did they
allow all these four important things which happened right under the
rule of Mr. Modi?

My fifth question 1s this. Since demonetization, the financial
industry slowly and steadily started collapsing and showing how
regulation by RBI, SEBI and NABARD is completely absent. The banks
are now suffering. I feel one of the reasons is this unplanned Tughlag-

like decision of demonetization.

My sixth question is this. The above frauds reported by banks
have increased by 28 per cent. Who 1is responsible for this? My
colleague Shri Syed Imtiaz Jaleel, the hon. Member of Parliament from
Aurangabad, is right when he told me that the Bank of Maharashtra
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should not be privatized because it is running in profit. The Government
should not do it.

The last point which I want to know from the hon. Minister when
she stands up to reply is this. The Modi Government has this habit of
weakening the federalism and encroaching upon the State List. You
know for a fact what a State subject is and what the Central List is. Why
is it that you bring such legislation? What are your designs? Why do you
want to weaken the federalism of this country which is the basic
structure of the Constitution? We know for a fact what is Schedule 7,
Entry 32 and Entry 42 are. Hon. Members have spoken on it and I do not
want to highlight it.

My last point is about the proportional voting rights. If they buy
equity shares in cooperative society, it is a known fact that one member
has one vote. Are you going to overrule that? Is it not a fact that in 2006,
the Vishwanathan Committee recommended that cooperative banks

should be allowed to raise capital through non-voting shares?

These are the important points to which I hope the hon. Minister
will definitely reply. For God’s sake, I do not want the hon. Minister to
say that all these cooperative banks, Nirav Modi, Mehul Choksi, PNB,
Franklin Templeton etc. were acts of God. These were not acts of God.
They happened because Mr. Modi is ruling the country and because of

the misgovernance and because of the act of themselves.

SHRI K. NAVASKANI (RAMANATHAPURAM): Thank you very
much, Sir, for giving me this opportunity. I stand to oppose this Bill.
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The Seventh Schedule of the Constitution mentions cooperative
societies as a State subject, under Item No.32 of the State List, and it
excludes them from the jurisdiction of the Centre, under Item No.43 of
the Union List. Thus, this Ordinance can be seen as an overreach by the

Centre.

The Bill seeks to address the lack of professionalism in
cooperative banks, which is leading to unfair practices, and which can
be stopped by strengthening the regulatory power of the RBI over them
at par with the provisions for commercial banks. However, in recent
times there have been several reports of fraudulent practices being
carried out in several large commercial banks themselves, both private
and public. While strengthening the powers of the RBI over cooperative
banks, it is also important to ensure that the supervisory role of the
Central Bank is enhanced and kept uncompromised. Only then can the
purpose of the Bill and its provisions to prevent malpractices among the
cooperative banks be fully realised. Stress must be laid on proper

implementation of the said provisions. Thank you, Sir.

SHRI N. K. PREMACHANDRAN (KOLLAM): Thank vyou
Chairman, Sir, for affording me this opportunity to speak on the Banking
Regulation (Amendment) Ordinance as well as the Banking Regulation
(Amendment) Bill, 2020. 1 fully support the Statutory Resolution
moved by Shri Manish Tewari, and [ strongly and vehemently oppose
the Banking Regulation (Amendment) Bill, 2020, moved by the Finance

Minister.

Before opening my remarks, I would like to appreciate that the

hon. Finance Minister is very patiently sitting in the other Chamber of
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the House, and 1s giving a very good message to the whole Parliament
and to the country, that Madam is sitting along with other hon. Members
in the other Chamber. [ could witness it. 1 want to place my

appreciation on that good gesture.

[ oppose the Bill, and the reason for opposition is that it 1s having
far-reaching consequences for the cooperative sector. It is encroaching
into the powers of the State Government in general and the cooperative
sector in particular. We are having a federal Constitution. The mover of
the Statutory Resolution, Shri Manish Tewari, has rightly pointed out the
federal principles of the Constitution. Banking is within the purview of
the Union List, but at the same time, the cooperative sector is in the
State List. So, States should be taken into confidence. I would like to
know from the hon. Minister whether the State Governments were
consulted. When you are encroaching into a subject which is within the
purview of the State List in Schedule II, whether the State Governments
were taken into confidence before making a legislation on a subject in
which the State Government is also having the authority to legislate.
Though banking 1s in the Union List, I fully agree that the cooperative
banks are in the State List.

The cooperative sector in India has played a very pivotal,
important, role in the banking industry. There are 1,540 cooperative
banks in the urban sector. A number of Members have already spoken
about 8.6 crore depositors with total savings deposit of
about Rs 4.85 lakh crore. In my State of Kerala, we are having a rich
experience of successful functioning of the cooperative sector. You may
see that more than 50 per cent of the credit societies in India are in
Kerala. The poor and marginalised sections of the society are mainly

depending on the cooperative banks for their immediate needs.
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Cooperative societies and banks provide big relief to the common
people. My suggestion is that the cooperative sector of banking and the

cooperative sector of financing should be promoted and encouraged.

Sir, I come to the provisions of the Bill. The hon. Finance Minister
has rightly stated in the House that the Bill mainly proposes three major
amendments to the Banking Regulation Act of 1949. There are only
three amendments. You have to see that there are so many amendments
within the clause or within the section of Section 56. Sections 3, 45, and
56 are the three provisions which are proposed to be amended. By virtue
of amendment to Section 3 of the Banking Regulation Act of 1949, this
is not applicable to the primary agricultural credit societies. Suppose if it
is having the name of bank or banker or withdrawal of cheque or
something, definitely that will come within the purview of the Banking
Regulation Act and that will become a big problem for the banks. I
know about a bank in my constituency. The hon. Chairperson is well
aware of the S.N.V. Regional Cooperative Bank. It i1s one of the best
lead banks in South Kerala. It is facing a criminal prosecution only
because of the reason that it is using the word ‘bank’. So, that has to be

reviewed. Let me conclude within two or three minutes.
HON. CHAIRPERSON: Please conclude.

SHRI N. K. PREMACHANDRAN : Now, I come to Section 45. The
RBI is having the authority to make a scheme for protecting the interest
of the public in the event of reconstruction and amalgamation without

declaring a moratorium.

Now, I come to amendment to Section 56. The applicability of the

Banking Regulation Act 1s extended to all cooperative banks. Section
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36AAA was only applicable to multi-State Cooperative Banks. But now,
it is made applicable to all the banks.

My point is that the Reserve Bank of India is a regulator and it is
becoming the entire authority of all the cooperative banks. The Reserve
Bank of India 1s having so many functions. They are burdened with so

many functions.

HON. CHAIRPERSON: Please conclude. There are a number of hon.

Members to speak.

SHRI N. K. PREMACHANDRAN: I am speaking within the purview
of the Bill. I am not going out of it. How can the Reserve Bank of India
have the administrative control over all these primary cooperative
societies which are using the term bank or banker or drawing of
cheques? So, my suggestion i1s that kindly send this Bill to the
Parliamentary Standing Committee and review may be done so as to

protect the cooperative sector in the country.

With these words, I conclude.

SHRI P. RAVEENDRANATH KUMAR (THENI): Hon. Chairperson,
Sir, thank you. [ am speaking to support the Banking Regulation
(Amendment) Bill, 2020.

[ take this opportunity to appreciate our hon. Finance Minister,
Shrimati Nirmala Sitharaman, who has taken the next step by providing
more power to the Reserve Bank of India in order to regulate urban and
multi-State cooperative banks and thereby, intends to prevent banking

scams in future.
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[ welcome this Amendment Bill for strengthening the urban
cooperative banks by increasing professionalism, improving
governance, and ensuring sound banking rooted through the Reserve
Bank of India. There is a very popular saying that “With great power
comes great responsibility”. In the Bill, there are provisions to increase
the regulatory capacity of the RBI duly bringing more technical
innovation in regulatory and supervisory concept of urban and multi-

State cooperative banks.

I would like to ask a question to the hon. Finance Minister. The
Reserve Bank of India will approve the cooperative banks to issue
shares by way of public issue or private placement. Due to this, the
subscribers of these shares will have the voting rights and they will also
occupy the Board of Directors. By merely subscribing to a share, a
person who is not participating in the business of a cooperative society,
will become a member in the Board of Directors. I would request the
hon. Finance Minister to clarify as to what the measures are taken by the
Government to protect and build the spirit and principles of cooperation

among the cooperatives.

Sir, the cooperative movement in Tamil Nadu is well-guided,
protected, monitored, and controlled by the Tamil Nadu Cooperative
Societies Act, 1983 and Tamil Nadu Cooperative Societies Rules, 1988.
Our hon. Chief Minister, Shr1 Edappadi K. Palaniswami has already
written a letter to the hon. Finance Minister regarding some provisions
related to this Bill.

I would hereby request the hon. Finance Minister to ensure that all

the above potent steps quoted in this amendment Bill will be
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implemented as quickly as possible without affecting the sovereignty of

the State Government of Tamil Nadu.

SHRIMATI NAVNEET RAVI RANA (AMRAVATI): During the
presentation of Union Budget 2020-21 in the Lok Sabha on 15! February,

2020, hon. Finance Minister, Shrimati Nirmal Sitharaman, underlined
that the Banking Regulation Act would be amended to strengthen
cooperative banks. I am happy that the Finance Minister has brought
this amendment Bill. It is because for the last one year Ud Il 3|
AR HRURTE deb & o7 HERIY 3R 317 ST & i <=1 H ool
& foIu pruciey o 3t oft, Fife 37 o sieder iR ot Aadd 3, o
4 R ¢ 38 ¥, 919 HRIS FUY TR A ddR 39 R Jg P
g fe@rd 41 5 98 diadl § [ 89 g4 U g, SuP! b U™
PG IUY fAUe B 9% & dg H @1 ¢d gl 9P THScaley &l
g3 UM R g fear man & fUsd te 91d Q Bre-y fBifer & ggt
Chl-ua.d\{'i adl 37 @l 8 | I am very happy that the PMC Bank, Mumbai
City Cooperative Bank and Yes Bank sRJT% dpf 7 < &
THIScaiesd ®l JHAH UgAl &1 S SR &l Holgd &34 & fog
e Fdad € SR S HURfeT d& &1 S o7 o By & quic
BT § 3R Sl BHY & UIE & U & | Ofd ¥ deb 3T ¢, a9 9
BTHY I JUIC HRd 3T g | Afd for the last many years, the banks
have been seen%maﬁ?%a%@ﬁﬁmmwméﬁﬁ
FoTdT &I § | B A ¥ Fe1 § 5 oRdleng & of® R
HERIY 81 a1 Bis WY T g, fSa f pluikfea d §, 37 3iax
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B Sb] TR Held gHl §gd ol @ | U §gd IR 8P
THISCaIa 6, ol TRI, AR 3R ®H & aid BHY ¢ |

# §gd fal O 98 GE1 aaR Bre-d fHfFReR 3R I J4t &
&= H Ht @rcl T8 g1 3R oid 9 &1 39 JWR Bics e, forat +f
HIIRICT §& g, S 3Tt HAHHT T 3R foral § R @1 8, 37b 81y
T98 URYC [l 9 qdx 3 a1 Hidw T Rerd db 37 SR Bics
IGH BTH B IHdl ¢ | BIHY, TRIG AT 3R 3/ AT ! aF fid
b 3R ! Heg gl bttt 7 b Ry 98 At 1 o e
UG 1 PIRIR B3 BIURTCT db DR I3 8| oY HERTY B! YTeeh
% 3R 4as RIc HIARCT d |
¥ A &1 iR § g=gare &A1 It § Beag fAfhd &
I T4 ot 9 U fa=dt 1 argdt g, g @8 deH &l 99y
SUHSMS AF o & fore faar mar &, 3o Rebee _1 dgdt g 1
9gd IR AN 30 foo9 H# 4 9o §, 39 999 $I 3¢ HeH a1 U
T I ST difds <X & ANl pY UT-ell ged BR Job | H ga-t gl
fa-Tdt BT § |

SHRI THOMAS CHAZHIKADAN (KOTTAYAM): Respected Sir, I
oppose the Bill for amending the Banking Regulation Act, 1949.

The hon. Minister was telling in this House that this Bill is to
safeguard the interest of depositors. I would like to inform the Minister
that there are several lakhs of people who are depending upon primary
cooperative societies which are known as primary cooperative banks in
Kerala. This Bill is against the interest of those people who depend on

the primary cooperative societies.
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In Kerala, there are 14 district cooperative banks, 1692 primary
agricultural credit societies which are known as banks, 16 licensed urban
cooperative banks, and 20 multi-State cooperative societies. The
primary agricultural credit societies and urban cooperative banks
together have more than 4500 branches and they have a deposit of more

than Rs.1 lakh crore in societies.

These cooperative societies are the backbone of Kerala’s rural
economy and are responsible for weakening the influence of the

moneylenders in the rural areas.

Sir, all the primary cooperative societies are known as primary
cooperative banks in Kerala. Now, it is being proposed that the
cooperative societies should not use the term ‘bank’, 'banker’ and
"banking” without permission from the RBI. This move will destroy the
well-established cooperative banking network in the State. The Central
Government 1s ignoring the interest of several lakhs of people who are

dependent on these societies.

Section 12, proviso (1) of the Bill ...(/nterruptions) provides for
RBI consultation with the concerned State in the case of a cooperative
bank registered with Registrar of Cooperative Societies of a State. Here,
the word "consultation’ 1s vague because the State cooperative societies
come under the purview of a State law as was mentioned earlier and also
has been mentioned in Item 32 in list 2 of the Constitution. Therefore,
such a provision will violate the provision of the Constitution. The
opinion given by the State Government on such consultation with RBI

should be made binding.

As per the provisions of the Bill, if the cooperative societies come

under the purview of the Central Bank, the provisions of the
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amalgamation under Section 45 of the parent Act can be misused and it

will break the backbone of the people in the rural areas.

By giving the examples of PMC, this Government is running
away from its accountability and responsibility by amending this Act ...

(Interruptions)
Thank you.

SHRI GAUTHAM SIGAMANI PON (KALLAKURICHI): Hon.
Chairperson, Sir, thank you for giving me this opportunity to participate
in the discussion on the Banking Regulation (Amendment) Bill, 2020.

The provisions of this Bill empower the Reserve Bank of India to
monitor and regulate cooperative banks all over the country. The Bill
proposes to provide powers to the RBI to suspend business and prepare
a scheme of reconstruction and amalgamation during the period of

moratorium.

Sir, the nation already knows the size and volume of business
under the purview of RBI and further burdening it with extraordinarily
huge network of cooperative banking system is, in no way, going to do
any good. The RBI is not a large organisation with extensive office
networks and this additional work of regulating the cooperative banks is

not going to be effective and fruitful.

There are so many grave issues, like COVID-19 pandemic,
unemployment and lower GDP, now for the Government to deal with
and what is the need for bringing this Bill now when 80 per cent of the
cooperative banks are doing very well, particularly in the Southern
States? The voting in cooperative banks is thoroughly localised and

monitored by district level banking authorities, but still there is room for
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improvement. In what way a remote handling by RBI going to help in
this matter? At best it can help in re-constituting the Boards, with BJP
party leaders and cadres, as is reportedly happening in the State of
Gujarat. The present Bill is in line with obsessive centralising efforts of
the BJP Government. This extraordinary obsession is destroying every
institution brought under its ambit. This move against the cooperative
banks is likely to have serious repercussions. This present amendment
Bill 1s yet another attempt to curb the power of the States. RBI, as a
regulator, 1s struggling with large scale financial irregularities, involving
private banks, and has not proved its effectiveness in any way. In fact,

RBI itself is struggling to maintain its autonomy.

Finally, the cooperative credit banks provide all the important
financial credit oxygen to the suffocating farmers community and an
attempt, by bringing in a regulatory mechanism, should not be made to
put an end to this. Centralisation of powers is, in no way, an effective
method of governance. It, in fact, makes governance impossible and

ineffective. I strongly oppose the Bill.

Thank you.

DR. K. JAYAKUMAR (TIRUVALLUR): Hon. Chairperson, Sir, I rise
to oppose the Banking Regulation (Amendment) Bill as well as the
Ordinance. The hon. Finance Minister seeks the approval of this House
to amend the Banking Regulation (Amendment) Act, 1949. This Bill
was earlier introduced in the Lok Sabha on March 03, 2020 but was not

taken up for discussion.
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Giving some reasons 1s not acceptable. They are not realistic.
This Ordinance was promulgated by the President on June 26, 2020. 1
do not know what went wrong where, in a double hurry, she had
withdrawn the Bill in the beginning of the first day of this Session and
again on the same day, within four hours, she re-introduced the Bill in

this House. I do not understand why such a hurry and what for.

Presently, the Cooperative Banks are under the State
Governments. In the last six years, we are seeing that this
Government 1s bent upon bringing Bills after Bills, amendments after
amendments simply to divest powers from the State Governments and it
1s bent upon converting the State Governments into a Tehsildar office,
where this Government will remain like a Collector and the Tehsildar
has to do everything with folded hands. This is what is happening even

everywhere and in every part.

The Government claims that it wants to bring the cooperative
banks at par with the developments in the banking sector through better
management and proper regulation in them. This is the reason given on
paper. But seeing the past actions of the Government, the hidden agenda
of this Bill to bring State Cooperative Banks under RBI 1s to take away
the deposits, the reserves from these Banks, as has been done in the case
of Reserve Bank of India itself. This Government has taken Rs. 1.76
lakh crore in August, 2019 to enable big business houses to take funds
from these banks in the name of their involvement in agriculture sale

and marketing.
HON. CHAIRPERSON: Please Conclude.

DR. K. JAYAKUMAR: Yes, I will finish it. These things are being
done.
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As regards better management and proper regulation, I beg to
differ here. This Government has merged several banks. What had
happened to them? Even after merging these banks, no tangible result
has come. ...(Interruptions). The State Bank of India, the largest bank

in the world has gone into debt. ...(Interruptions)

SHRIMATI SUPRIYA SADANAND SULE (BARAMATI): Sir, it is
very unfortunate that the discussion on conversion of the Ordinance into
the Bill has become a defaming of the cooperative banks. I would just
ask a few pointed questions to the hon. Finance Minister because she has

always been very patient with me whenever I have reached out to her
with the PMC issues.

My first question to her is this. This Ordinance was brought out
in the month of June. It has been over three months. If you brought this
Ordinance out to help the PMC people, what have you achieved in the
last three months to help every depositor of the PMC bank? This 1s my

pointed question to her if she is generous enough to answer it.

My second question is this. What is the timeline? Thanks to this
Bill, will every depositor will get his or her money back? I want a
committed timeline? The whole idea of changing this i1s that every
depositor gets the money. So, how many months does she commit
officially on the floor of this House to this nation that every depositor of
PMC bank will get their money.

Rs. 6,500 crore is the capital infusion required. So, will it be a
long-term interest free loan? 80 per cent depositors have not got their

money, only the small depositors have got their money. So, how are you
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going to infuse this Rs. 6500 crore under this new ruling and by when?

Again, [ want a timeline and we really need a date.

Talking about properties, there was a proposal to sell the properties
so that these depositors get their money. You will be surprised to know
that the RBI went to court and stalled this decision. So, what 1s the

position of this Government under this law for this?

There is an administrator being put in. Now, RBI has suggested this
administrator. Why was PMC treated like this because IL&FS had a
very young and dynamic person to turn it around. So, why is PMC
constantly treated differently by this Government? This is something

they really need to explain to all of us.

There is a merger or a resolution specialist on board. The proposal
was given over one year ago. If this Government is so committed to
improving the lives of these depositors of PMC banks, why are they not
agreeing when the proposal was given one year ago for a resolution
specialist on board? 60 people have died, three people have committed
suicide, and nine lakh families are affected because of this PMC. So,
what is the timeline? I reiterate and I repeat my question by when will
you get this resolved? Everything is moving to RBI. Does RBI have a
magic wand or a pill? It is because somehow IL&FS, ICICI, Nirav
Modi, Mehul Choksi and other commercial banks have all been under
RBI but I have not seen financial discipline there. So, it 1s just unfair to
say about cooperative banks. Sir, I repeat my question because I am
happy to see her in flesh and blood. I want to repeat and ask as to when
will PMC Bank get their money. It will be very kind of you if you could

give us a date and a timeline for PMC Bank.
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TRIGY, 26 S Pl g WRHR GRI Y TG DI A &I
AHge H ebRI 3R Ugde d& Pl RTINS Dt ST & A1 qH
&1 U7 4 dioH 9o & gel R, s feufoed 398 sifeet # 8,
B g 3R T TRTEYUT AT P AT Re13mE i S o el
g7 d facel S <arTed &1 A% HUHR TeHRI 8 HI Goil
T & ARST FR B & | IRd H U8 §IUMRUT 5 | Tuadt d&
BIg Ifd FHIYH 31l T T8 81 URIT & 3R BT YRP! Bl Blg
ed el fiell 8 | TIeHdt S gieram AdeR, 2019 | g3 | Th A1
aid o1 W HY 3RS 39 A # Pl I JHIUM T8l Mbra
U 8, I8 gUC ¢ | Jaul UeaR} d &1 YR faesh 8 & faaa &
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T g | TRIST "R P1-3iTRfed db 3R g YR H1-3ifiRfea
db BT IRIGd BI-ATRfed 9 | faad 81 a1 8 ol bR 3IRetes &1
ot § & favg # +ff 53t R8BS HeH IoM § 1 fegewd 72
Mo S faerg &) gt Tdf o1 @ B & O feadt 8 o1 4
fep it STTp S H faera = <1 AR, Fore W1 UReb| D! 6
e g, o7 fh We §@ 3w 3fear 3 99 d% & gaH | 9ganT
faar| 3 Tasns, e Sidlels, Taeium ! 3fe RauR®! | e e
Thd € T1 3 B YT §b H Scd off Ibd | HeIgY, S=eard
AP SIS P HRUI UITHYT & & SHIGAIS B did 6 HelHl H 9gd
A&l BT THAT BT ST ¢ | BTl RSTSATE o U1 FHabra &
forfire e & ff af +f gfitepd Tua 81 88 § | 9t IHwet &
AU Nuad d% &7 faaa g9 IR 8 8 e sATsdre &l
e fire gl @ |

HgIcd, HERIY & SS%| AR &1 HyH § fb I & 65
Ui=d THUTUAS ¥ a4 W &R dId $Hald RPR $i Ragdd
Udhol § HaR o1 51d § dl HERIY T &b AT Pl dl *SHTAMHR HRd
qISHT @l Biz 1Y ol [Ha- ardl 8 3R i ARCIRGH aier |
Y & HUWR AT T 9 g 39 ST Pt HHR g arall g df fh
ARCINTH &1 a1 arH fBrer g2 § Hiads PR IETE |

Heey, AfAfRTH & dgd, ReeTS MfIRAH & dgd Th 8P
TG & d1¢ 370 IfId U B IRIET B & [o1T AT STHTDh il o
fed ¥ S& & qAfAHT0 a1 THATH & T T aioHT TR &R 96l §
|

ft 7S Pled (s IWR-Yd): Haled, 304 T 39 Hgayul
fAgT® W dia &1 3/awR g, 39 fou # 3mue! ¢=uarg < g
3y ST W s HS e & SR aie- & o gy Hieet faar
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3R ¥ g8f W 39 fod &1 ReR IHYT 39feT Sl g, Hifdh gAR

JRRGT gy HAt S 7 3R fo H=t Y 3 B Fawe! &1 eoH R B
Ugaoll aR 39 fow feddt 3 Iien g1 39 < & U7 91aTaRul §97 g | H
3T Il bt &1 G @1 AT, fSgi PI-3HTRfea Jdex &1 gerzdi
@ 5| T HERIY 59 & Tias ford F STl § | TehRT & | SR offds
&7 B T 3 HERIY I 7 1 TR W12 R puR IRt 9 fore U
TR ¥ & f-f dt 7 B Fowe! &1 o e g df 39 fore |
98d IR A1 U9 Y, fSH | fUScll TRDBR B TS A B SR 2,
dfb I IHR gRT fhdl UbR BT HSHE Tal /T 7T |

o AR gy T4 Sff iR fa w3t ot &1 siftHe &var § &
35id Bic MAPI BT BT B, IS Ig [od Jgi W AR I+
AN & | B¢ Fawe! B 93, PRy da9 & TATURS! B
T-AT Tig TS PUS P BRIG g, Il¢ o9 aRd PIs ST foran
fSuifored g 3R 9Te I1d ad aRIs $9Y foa- Tsaiadl 34 dal
3T ¢ | 95 TP U4 Ga 937 &4 7, o 3y et &1 U JRIad
I8, 39 IR | Uy HAl o 7 3R foq vt Sft 3 @ fean g b oA
3TEHT T U S RF&rd I8 |

18.46 hrs (Hon. Speaker in the Chair)

Tl R diunddt S @) 919 St A 3 Bt g1 7 ot ges @
yfaf e exdr € | R o & & ol SreT e g2 a1 RO
®g [P 58 I el 3hacs AN 5, 98 A Bieigar A g | 3
It AT BT 4R 3T WPR F HW 39U ¢ b Pad F= Bl

INBHR FYPHT FARIBHI0T B b0, Hifd, ATGAR, S HE AdT T8l 91
] 9, 384 ffeal af fog w3 S SR wer w30t S &) g fordt € b
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31T YITHl & WIAYRSD! BI A5 feasul 59 fod & ey 9 gd
a@d ¢ b Yo 3, 45 3R 56 H SfASHE & U UrayT fhu U g, ot
3Tl db Fa1 §obl, HIARMAT db! & e Uy A1 g I Wayr=i
&I DIMRfed dpf TRt ] fvar S, I t 396 R |
foraT SITQT | HYSMRET §&F & 3 Had W 931 ¢ I T Had
TEeX & 3 ¥ AAEURD] ST U 99 Tl Hadl 8, 39
e 3R fSHoR ¥ ddH: IR UEay™l & 3ae, a8l ol W[ae?
90T 8, IY UIaR ¢4 B! Haxgdhdl Ot A9 3, 45 3R 56 & ol
HeHCH Bl Y&l 8, d 31 [ciex dI UTaR <71l b 3= arel fei | afe
59 TRE BT WbH Bidl & dl ARCINGH Hikgs o1 T8 7 38 TR I
WIAIYRG] BT U1 I9D] JRigd a9y fidt | g8 59 f9d &1 urau™ §
| gfere U8 fod g &1 U 8, i ST 33T UIay 3R I
T Sff MR Y W3t S A ¢ & B Fave! & o fhar § o 98
Wﬁﬂﬁ@ﬂ%%ﬁmﬁweﬁ?w&ﬁﬁﬁ?
BIe FATd! & U §, 9! RIYd W &1 HH, AHY I BT B
39 39 Heqolefr%m%la‘s’ﬁagﬁm%lﬁmmmg@
39 IR STANTER] A 30U dobl & ST Dl gl SAIGT A SR, dpi
& SRR T 3P RAfesd Bl QT AF & G 31 dobl ! G
®1 B fhar | f59 STReeR) A 39 B3R dP DI A BT HH
fpar 8, U8 fod I9h I W HI4 &1 HH SN T I8 f9a
U B ST, 39& 916 ol SRREeR] & IR BIfeaT 3aR hu-isl H
Bl 8, 37! Hf @ 7 ¢ &1 ey 39 9 & Areny ¥, 39 WA
& TTead e 31 99 VAR SIel UeR & 1Y H1H ST, d 39
Y H IIg S HRIS B FAY® 3T WHR I MY &, 39 fod &
HIegH F 3T ¢ fob BHRT O 3 HISTIRE §ob H R ¢ |

39fe A 39 fod &1 0= #RaT § 3R § U & 9 g ¥
1T HRdl §, faue & o=l 9 a1l W1 &l € fb 3y i
fawrel o1 fgd SRAT, TRHR T {2 & 1Y I8 f9d a1 §, 317 39
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S &1 gad DT S 3BT BTH HI g, 37T S DI oRed
a1 8, e S 1 B PR &, 3 IR TH A & o I8 fod
SRt g1 YgaTe | oY fg=< |

AT &: HITdd A S, fFT 9 & Ad 9371 PIT| 3! &
3{TST Hidh1 ¢ Y81 §, 319 3MUD! Bl Hichl Aol 1T |

i} HATad HF [@RSR): Wit &1 f[9d 3 IETE |

AT 3(eF&H: al, 37T g1 el fHaw| 3o 8 feargs o feu,
3T I AoTT |

Y HATad A W, Wl & 9 W a1 IS, Uod TRgT e g |
AT 3eFe&l: TP Ueh & Ugd 8l Sicq &1 AT ¢ feT |

St YA AT IR, Igd-9gd Y=g |

IR, Th-Uh hch Il b AIPR B S 37 8, I8 foa ot Ih
foxn # th HeH B | <X D Sl 3 A9 #§ g, Rih Tt 1
Jaex 1 &, Forod ShSid uifsifea g, 32 +f Tt § defdd faai &
ST W fhar ST 3T 8 | Sl ISR S Bt o dre! g, 1
fo W0 Sft g8 9 &1 ®F B [ 1 37d A1 B 916 65 82
RIS Ugd Bl MaRas-s Id 8! §| N do BT Th-Tdh B
faaran fAear g, 3 ot sRetenE & sisx gt off | & g8 FHg- I1ed §
foh Aica<t & Jooa I @t ot snft % IR G § | AN T gl IR
T IHH IS T 5| 37D Udl Tol Id 36T § [P UTT Hgl T2 3R d
T TR TR 3G © dl Alca<l B ... o Ofld & 3R 3R db] A I@d
g @ TRd Al & 91d & 1 AT bl qHST gl 311 X8T § fob by ol o’y
| YT HRINY RBR Fad At A, dfb-1 TRPR gRI Ugalt IR Hed
WW%%R is an act of God, dg HIId[ 'l-l'a@% |
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AT & : 3T e H 91 2 &1 &7 &b Adiel & IR H Hl
Ul fewol Ad B &3 |

A 3egel : & 91ue Sit, 3g Fifery |

ft W A : ARGy, § PIg SHUNcraHest d1d el @8 6T § |
kg A} &1 gt A o fpar § | Agd S, oo are &1 forw
fPar T ® 1. (uaym)

ot =T WTea= arae (qot): 3reaer Sil, 3Tl e & drddb- 3 9
T SR 979 R 6T 81 IR U 9gd Hae o, Al 9T &
3{HTd & BRI T T F1d TIdRAYT S & JHES IG-T Ieal § | gor o
TH FU dF ¢ | T dF &I I AHART fdad off 7 ANl o T Sl
AR Y& fhdT AT | 3N 39 Uid a9 fSuifoled g1 3 db
STATERTTHRM T URATd a7 37 Hs ool UreT g | H §% & feuiforeyd
3R fod &1 THdT HRaT § | A Gl - 9gd i HI9OT fohU g,
dfbT afe 59 fod & SR § afe teh gt d o1 gimm di femfoed
®I YT 1 39 9 o1 3 § | § 39 f9d &1 JuIid ol § SR
3D qUT YIdRHUT Si bl 4=gdg ¢d gU U dd FHI Bl g
oY fee, 519 HERIY |

SHRI M. K. RAGHAVAN (KOZHIKODE): Hon. Speaker, Sir, I
thank you for giving me this opportunity.

Sir, I strongly object to the provisions of this Bill moved by the

hon. Finance Minister. The Bill neglects the historical contributions
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made by the cooperative sector to Indian banking. Traditionally, Indian
banking has its genesis not in the western style institutions, rather on
shrenis and merchant guilds. These shrenis and guilds can be categorised
as the earliest forms of money lending institutions of our country and

were similar to modern day cooperative banking.

This Bill is against the spirit of cooperative federalism and Article
43B of the Constitution of India. Not only that; this Bill does grave
injustice to many primary agricultural cooperative societies and credit
societies by asking them to drop ‘bank’ from their name. 1 wish to
remind this august House that the successive transformation of rural
areas of my State Kerala largely happened due to the large contributions

of cooperative banks.

Section 12 of this Bill 1s highly controversial. It deals with 1ssue
and regulation of paid-up share capital and securities by cooperative
banks. By way of this section, the shares become transferable. Anybody
can purchase shares from the market and advise the bank to transfer the
shares to their names in the books of bank. It may tilt the control of the

Board in subsequent elections.

Sir, two more sections that prove the over-arching powers of RBI
over cooperative banks are Section 36 AA and 36 AAA. So, I would like
to say to the hon. Minister that before taking a hasty decision the
Government should take into consideration the role being played by our
rural banks in the expansion of rural credit. The Government should also
note that these cooperative banks form the capital base for our micro and

medium scale industries.

Therefore, I request the Government to abandon this hasty
decision and to withdraw the Bill or to send the Bill to the Standing
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Committee. With these words, I conclude my speech.

SHRI ADHIR RANJAN CHOWDHURY (BAHARAMPUR): Mr.
Speaker, Sir, I shall be extremely brief in my deliberations. Long years
back, Mahatma Gandhi exhorted the people of India that drops of water
make the ocean. The reason for this 1s that there 1s complete cooperation
and cohesion. This is the basic concept of cooperative banks in our

country.

AT 3(HE : 3MUDT TTe TR 8l 8T §, SAferg & Hgm & 3
3T ST JHI HIfOTT |

gt iR I59 N Teicy, H U 1 JHE PR IETE |

A1 e : I3 DIs fGddhd ol 8, H dl 3P BRI el B! golg
Y HEIEIE |

ot R 359 N W, [ oI5 [ghd a8l © |
Sir, capitalist world stands for ‘I” Hddd f A %I'Q’; communist

world stands for ‘us’ but the cooperative world stands for ‘we’
HAAE-SHART | 98 “GHRT &1 Sl HI-UP 8, TTD! §T B IQT o]
g | R, H 4% IR g I Iedl § | SHRI AT T St g1
eI § fob ARMARS s 3R BRI a9 & TAUN H Bep T
g7 Thigac ChoaRi ARMdsss 9 H fbad 8id § 3R Wigde
q@a&mﬁ&ffﬁﬁa 99 H fraq gld %‘? Sir, there 1is a hidden agenda

behind bringing this legislation, which is to convert the cooperative

banks into private sector banks. Since, 1993, RBI has been persisting

on this objective. TR, T T St BT &I BT IS & IR H FaHT A&
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8| By allowing the RBI to have a greater role, the disbursal of social
welfare schemes through cooperative banks might be disrupted as this
has functioned successfully because of the financial autonomy of the
cooperative banks under the States. DITRICT BT e G A %I
Sir, multiple regulatory factors will bog down the functioning of the
cooperative mechanism. In fact, this dual regulation has led to the
regulatory gap rather than efficiency.

d Hed § b WHRHICeH A, dfd dis 3ith SRRECYH &l
N IAfeeH Y ¢ bhd &, Rl dis 311 SREY HIs Uldichd
Tl BT TS 81T, Pis Al SUERIA U8 81T | 31T 39H! 5l
ThYHESS HYI? 3TUD U b o1 T HbfoH g2 3D PIs
WHeRI 59 fad & T8 g1 I o I8 fod fges tomwa R

ofrdr g1 % | All cooperative banks cannot function as commercial

banks. Therefore, bringing cooperative banks under the ambit of the
parent Act will limit their capacity as voluntary credit societies even. In
the PMC crisis, a lot of illegal lending still took place, which was
unobserved by the RBI.  So, commercial activities must be closely
monitored at a grass-root level with equal interest from the RBI. There

must be an intermediary to oversee this process.

Sir, various flaws have been observed in this legislation. So, I
would urge upon the hon. Minister to withdraw this kind of a legislation,
which 1s simply detrimental to the cooperative sector of our country,
which has been nurtured over the centuries by the common people of
our country. The genesis of the present banking system lies with the

cooperative sector of our country.

Thank you, Sir.
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AT el : A GG, 3R e &I gald 8, di da-
P 9HY 39 [A8g® & UINd 81 do d¢l [a1 9Ty |

&5 AT 96 : 8 |
AT A& : A HAT S |
sfrereht foreden Sarwvr: sree A8y, SRR Ut srafd g dl 8

TS Bl PR dId Ubal § |
AT T8 : el |
sfiorelt forefar Sarwor : A sreme S, diw © |

HFHIT 3ee : 3R T 3MUh! AT & < af 37efiR T St 3R
SreL St 4l ISl W gl ol Tad H el |

SHRIMATI NIRMALA SITHARAMAN: Sir, I wish to thank all the
32 Members, who have participated in the discussion on this Bill. 1 am
not reading the complete list Fifs gt AT Yo &I g BRI
%ﬁ?%ﬁaﬁgnﬁ:ﬂqﬂa@ﬁgﬂﬁmm% | So, I am not

reading the complete list. But I thank each one of the hon. Members for

having gone through this Amendment Bill in such great detail and also

given their valuable inputs.

19.00 hrs

Sir, I want to make it very clear that this Bill does not provide for
regulation of cooperative banks by the Central Government. S fod &

3rHgHe &1 I8 Addd ol § fb Fg PR It Bl-3TRfed dbl )
AR waf | sieHe 3a forw 78l 8, TelaweH! gl gl =iy |

87/102




7/9/22,10:43 AM

TIRT, I8 I-3fufed dpbf P 3 o1 g 41 §, 39 &)
AR P §1 SREISTE & g1Y H I 18 I8 82 I, &
BT HI-ATRFCT dDT BT TYATH MREA3MS & gRT I¥ 1965
RS BITET © | §H S 441 1] IR I3 6, b ol 3 H 71 R
%t aEftuRed s RaiaxR e |

This Bill does not regulate the cooperative banks. The amendment

is not for the Central Government to take over cooperative banks or to
control the cooperative banks. It is not for the first time that this
regulation of extending some powers to the RBI is happening. Since
1965, cooperative banks are already being regulated by the RBI. ¥X, H
GIRT Ul @A dTgdl g, Fifd 9gd I aikg Hey A dRg-akg 4
2T foreh fhaT g | “dRIRT, I8 T & UfUPR BT Ieaid g, 3T
S R IR 3T @1 6, T8 LT haviered & R¥UTE -5l dxdl 6, TRG-
qIRE” | Urfcrarde & diffucyl 39 favg @ dfSraie & &) faepd
g, Hifep g Sfdh7T @t ufgefact & Weie BT 918 | §, ol & Ul
4508 150 T T R W T | 8UR TR F dfhT Y
CIC HA & [o18 Sl §, BH S9D] 81 STINT FR I6 g | Entry 43 of the
Central List talks about regulation of banking. ﬁ LHD| foTeh E’FI’%U, h¥
el §, Jifd 45 3R 43 T ot Sfde1 3R WaiwM 34w &fdh 1 &t graR
W@Eﬁl’eﬁ% | g9 bl e foRe W, we are not

encroaching upon the State List. ...(/nterruptions) You should have the

patience to listen to people who are answering your questions. ...

(Interruptions) ThaR Igd ﬁ:lef P 3ed Hi gaH g A1y |
CEEIN)

TR W, 7 3P GRT I JAHC BT Il § o 3ife—9 IR
JR-gR 91d 81 Y81 ©, o9 W I=i 81 3T & | 3« gH fod R =i
B &b foT MUt SR AT I8 § | I8 fod 9w gen g, foat U= g
& dI¢ 98 3life"d & U H o, dfeh ¢ fdd & =9 T 31T |
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3qfoT g8 =@df f9d W & § | SS9 &1 Wige 3 & T &4
TSR Bl Uohdl 8, TR 3t 94 fod R g1 aks vew o . &.
Wﬁﬂe{aﬁﬁﬁﬁeﬂi Hel SO 8 | He raised a very relevant

point and I am duty-bound to answer. He wants to know whether the

States were consulted as cooperatives are in the State List.

W, # 3AUH GRI AT Je &I od§ o1 dedl § |
Consultation with States is required only for Union legislation on the
items of Concurrent List. Those items which come in the Concurrent
List require consultation with the State Governments. But here, this Bill
1s in exercise of the Union’s legislative power under the Union List. We
are not touching the Concurrent List. If I am touching the Concurrent
List, yes, I have to do the consultation. But I am doing it on a Union
List item, Seventh Schedule read with Article 246. Therefore,

consultation with the States is not necessary.

Then, 1t was said: “You presented a Bill during the Budget
Session. You should have come here now. In between, what was the
need to get an Ordinance?” Absolutely, there was a need for an
Ordinance. Several Members have very nicely highlighted that because
of COVID, the uncertainty being what it 1s, one was not even sure when
the next Session of Parliament would be. In the meanwhile, the
protection of the depositors is of critical importance. I am sure, many of
the well-meaning hon. Members contacted me or the MoS about the
depositors who were suffering in many of these co-operative banks. 1
myself have received the representation from the Guru Raghavendra Co-
operative Bank in Bengaluru, the place where I live in Bengaluru. The
constituency Member of Parliament, my Member of Parliament, my
representative Member of Parliament, Tejasvi Surya spoke very well

clearly explaining what 1s the difference. He and I have received
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representation from depositors in Guru Raghavendra Co-operative Bank,
for whom also, like the PMC Bank, till today, there 1s no solution given.
They are trying and trying and trying; and so were the Punjab and
Maharashtra Co-operative Bank members who met me in Maharashtra
in Mumbai. Several times after that, several eminent Members —
Supriya Sule is one of them — have really, with a very heavy heart come
to say: “Can you not get something done quickly?”. Even today, she has
given a very heartfelt appeal. We do not want such things to happen that
hurt the depositors. We want to make sure that there i1s some kind of a

provision with which the RBI can do it.

Here, much before I go into the details, I would like to recall

because many of the Members have duly said f 29 U A PI-3TRfca
dH &1 J-I‘écdl;LUT g | They have done excellent work. We cannot

undermine them. I am fully with you. We cannot undermine and we do

not want to undermine. We certainly want to support the co-operative
movement. But if the cooperatives are doing banking function, several
eminent Committees have said, there is a need to regulate them. There
is a need to regulate them so that it is much more professionally run and,

professionally, the depositors are handled.

Again, I am sorry to refer to one Member so many times. When
the deposit collection of a co-operative bank goes outside of its
members, it has got to be brought in through a regulation. It has been

explained by so many Members. Therefore, it is not as if we have

forgotten the success story of the co-operative movement. 6H Ylg XY
3 € & Pl-sifRfes gadc 1 S A RN AT 7 | ¥xa TRAS
¥R Saaydc ¥ 3@ &1 UrfieRt 8, T 99 g I1G 8 | §9 3!
3T ol PR Iw & | R ol 86 TP Fears o1 W1 dl Bl
t@:TIT | In the last two decades, 430 co-operative banks have been
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delicenced and they have gone into liquidation. fUsd 1 qahi d 430
®1-3HRfCT da & AR IE, fbT T § 3R ST gRegars off
g3 B PI-3TIRfed da &1 38H AT g, Afced g g off 8l ya
I&hd 8 fob 3 IR PI-3fTRfed oy fafdsya &1 iR it U g |

&rrq%%ﬂfrgﬂﬁﬁuﬁa, 3iTqifeie ¢RATI This is not to say they

are not under stress. Cooperative banks are under stress. There are some

banks which are under stress but not a single commercial bank. Gl G
&t E’Q:ﬂ HTATGY H not a single commercial bank, whose depositors are
protected by the banking laws to the full extent of the BR Act, has gone
into liquidation. 9 gg I Hol Tl 9&d g Therefore, while I
acknowledge the important contribution that cooperative banks have
done for this country and are still doing, it is necessary in the interest of
the depositors and also the banks themselves that we need some banking
laws also to extend to the cooperative banking activity. &H DIRICT
I & 91! HRIGR § $S 8! HR 18 o, (b 39 foftes aRkfy
H 51 dfd T H S R I3 &, ISP (AL 51 T8 SHSHC §H A MU G |

[ want to add one thing. I would like to quote the line from the
Banking Laws (Application to Cooperative Societies) Bill. g ay 1964
H g1 T T

“The deposits and working funds of cooperative banks are
now so large that the extension of the more important
provisions of the Banking Companies Act, 1949 and of certain
other allied provisions of the Reserve Bank of India to these

banks will be in public interest.”

This was said in 1964. There is more said but I am not going into

the details. So, we should remember that it is not as if suddenly, we have
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come up with something and that is being construed as if we are

stepping into the terrain of the States. Not at all.

Why was this Ordinance brought in June? After the Budget
Session, it had to come in because for the financial year 2019-20, the
annual financial data was made available before June. When we saw the
June data, it showed clearly that there is an increase in the gross NPA
ratio of the urban cooperative banks from 2018-19 it was seven per cent;

it had come to 10 per cent.

So, to stress further, due to the coronavirus, we were worried that
many of the cooperative banks would become fragile. So, we wanted to

also make sure that this legislation is brought in.

Senior Member Shri M.K. Raghavan asked why we you are
asking these cooperative banks to drop the name ‘bank’. We are not
asking them to drop their names. They can still continue to have the
name ‘bank’ but function like a bank, govern like a bank and be sure
that their depositors are not going to suffer like a bank. Therefore, for

better governance, we need to have a banking regulation.

There were concerns about the Registrar of Cooperative Societies
and also the role of the bank. About section 32 which Prof. Saugata Ray
also said ‘that did you have a look at it’, yes, we have had a look at it.
So, the incorporation and regulation are also being done by the
Cooperative Society, cooperative banks, State Registrar of Cooperative
Societies and powers are not being taken away. They are still doing

what they are doing. We are not encroaching into their area.

There were a number of questions. Ig BT 7T fdb T HeRfRm
WRR P G2 3T HeRRY WaRR &I 16! §9¢d 8 & | The State
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co-operative laws define that and it is going to continue like that. The
State co-operative laws are not being touched under this present Bill. 1
know a lot of Members spoke about equal voting rights. The provision
of equal voting rights for all members based on the principle of one
member, one vote remains unaffected. Let me be clear on that. I hope I

make it very clear. I8 91 HWIR, I T &1 Uray 3+t +f 9t B

We are not touching that.

Are you not overloading the RBI? This question has been
repeatedly asked. I just want to make sure that we recall, for the benefit
of this House, the preamble of the RBI Act, Section 45L(1). It says
“Reserve Bank of India Act provides for the RBI and recognises the RBI
as the statutory body and it is statutorily constituted to operate and
empowered to regulate the credit system of the country to its advantage.
UCRR 37_9\9[ & higc ey 3 Q{lac PR Pl HYIRC, as per the
preamble of the RBI Act, is with the RBI. So, when we are bringing this

Bill, our standards are that the Registrar of Co-operative Societies

regulate the co-operative societies as a whole, while the RBI shall be
regulating the banking activities of the co-operative societies only. So,

the distinction is very clear.

Hon. Member, Benny Behanan from Kerala raised a lot of
questions and said that the high-level committee had said something;
and we are going against it. I just want to say that the high-powered
Committee on Urban Co-operative Banks, 1999, which was chaired by a
former Chief Secretary of the Government of Andhra Pradesh has very
clearly made the recommendation. Of the several recommendations, I
want to bring to your notice only three points very quickly. That
Committee is of the opinion that the Reserve Bank of India should be

vested with such a power; it is, therefore, recommending that Section
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36 AA—some Members did refer to that—of the Banking Regulation
Act, as applicable to the banking companies, may also be extended to
the urban co-operative banks. That was one observation that Committee

gave.

Again, another observation that Committee has given is that it
recommends that Section 45 of the Banking Regulation Act should be
suitably amended to extend to urban co-operative banks sub-sections 4,
5 and 6 and also all other provisions of Section 45 of the BR Act as are
incidental to or connected with the carrying on banking business, which
1s what we are doing now. So, it is not suddenly a thought but it is

something which has been suggested.

Sir, there were very many questions from several Members. Hon.
Members namely, Pinaki Misra and Jayadev Galla, have all asked
questions. I will just touch upon one or two of them. But given the
consideration of time, I will just highlight one point for each of them.
Jayadev Ji had raised the issue of the large exposure framework. The
large exposure framework is issued by the RBI in exercise of its
regulatory powers. As such, this already applies and it does not require
any amendment through the Bill. So, that has to be a kind of clarification
given. There were other points also. But I am not getting into the details.
I may write a separate reply to the Members of Parliament on some

specific details.

Sunita Duggal raised this question about land mortgage banks and
whether it will apply to them. Simple, anywhere where ‘bank’ is being
used, it will apply. Land mortgage banks use the word ‘bank’. Therefore,
if they retain this word, they will be governed by this Act.
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However, if they do not use the word ‘bank’ and restrict
themselves to their mandate of ‘long-term agriculture development
credit’, they will not come under the Bill’s purview as per the

amendment that we have been talking about.

Hon. Member, Nusrat Jahan also talked about capital requirement.
Capital is necessary for safety of the banks and the depositors. Unlike
cooperative societies that do not do banking, cooperating banking
societies need to have capital at least as per the regulatory minimum
requirement in order to carry safe banking. Therefore, regulatory capital
for banking includes not only share capital which has a high cost for the
bank but also capital in the form of bonds, which are cheaper for the
banks. Therefore, allowing cooperative banks the power to issue bonds

will only be in the interests of the banks and also for the depositors.

Sir, I am almost finished. I just want to add one more thing. Dr.
Jayakumar felt that as if the State Governments are being treated like
tehsildars. Even a tehsildar will not be treated in the way he, the hon.
Member, imagined under Modi’s Government. Everybody will be

treated with respect.

In response to the way in which the Member spoke and said, ‘you
are treating the State Governments like tehsildars’, 1 would like to say
that we treat everybody with respect. Afterall the Prime Minister says
about himself that he is a Pradhan Sewak. We do not undermine

anybody. But yet if depositors are suffering, we have to stand with them.

fop il b1 PHSIRT DI gH Tai=d el Pl | fSUIfsied &I ABTTs
H & [oTE B I8 I T of 38T ¢ | T 39 IR H TAdmaH]
ERIEREEEHEGEIC) HY

95/102



7/9/22,10:43 AM

“Thiru Jayakumar avargalukku naan solla
virumbuvadhu ennavendral naangal yaariyum
avamadhikkavillai,  yaaraiyum  kuraivaga  pesavillai;
yvellorudaiya nalan kurithuthan naangal ithai seigindrom.
Adhanal  naangal  Thasildaarai  treat  seivadhubol
Maanilangalai  treat  seigirom  endru  solladeergal;
Pirathamare thannai oru sevagan endru sollum indha naatil

yvaaraiyum tharakkuraivaga nadathum arasu idhu illai.”

*I would like to say to Hon. Member Shri Jayakumar that we have
not shown disregard for anyone; never talked ill of any one; rather we
are doing this for the welfare of everyone. Therefore, you please don’t
say that we are treating the States like Tahsildars. In a nation where the
hon. Prime Minister 1s calling himself as a servant, the Government here

will not show disrespect to anyone.*

Sir, finally, therefore, amendments to Sections 45, 56 and 3 are all
required in the interests of the depositors. I would not want to take more

of your time.

Thank you very much, Sir, and thank you all the hon. Members.

ft TMAUTS IF PR ARMUT YFRBR ([@HYR): 4gdla e
HeIey, H U AT ¥ AT U4l Helcy ¥ &1 Uy YR Igdl § |
Y Uy TERIP 9 Hafdd ¢ 1 feesdt dop o feutfored o 31 0 Fa
g9y fieme H3t H8ied 7 98 3UH HINUT § WY Fal [l g1 BRI
ST Uy g fob diumsdt 9o & feuifored & fore a8 fod amn man g |
= Helcy g8 9 f& 98 f9d AL 8F & d1¢ 98 I HeH I8T
difep feuifered &1 ST U a1a fid 9ah?

AT e : U TS 2 :
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“fdb UG FHI AFURT GRT 26 [, 2020 I UBHAMUA dHbRI
fafaHT (@=em) G, 2020 (2020 HT AATGY TH® 12)
FT FRgHGT Il g 1”7

U1 3t g3l

AT AL : U TS © -

& T PRI fafaa fRIFTH, 1949 BT 3R =ML HF a1
fodge ¥ faar fHar s |~

R Td Xdidhd g3 |

HEATT e : 3F GHT [9dT®h TR WusaR R &t |

WUS 2 5 YRT 3 BT UTITIH

AT g8 : & ¢, T, gy |

HEHIT 3ehel : ot TH. &, UHes-, T 30 I=Ne= T=AT 2 3R 3

TR AT 18 87

SHRI N. K. PREMACHANDRAN : Sir, I am moving my

amendments.
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I beg to move:
“Page 2, line 10,--

omit “does not”. (2)
Page 2, line 11,--

omit “does not”. (3)

A 3eme - 3@ | o T, &. Ui gRI1 98 2 H Uegd Id=ned
AT 2 3R 3 DI YU & THE AIGH o [T QAT § |

LMY TdaM o U T 7T qT 3¥didhd gy |
T 3208 : U9 I8 B
“for WUS 2 f9gg® &1 3T a4 |7

U1 Sdihd g3 |

Tus 2 Aga® | Sig &1 1 |

WS 3 UTRT 45 BT AT

AT SeTe : 91 1 T, gy |

AT 398 : Y I8 ¢

“fo Wug 3 fadg® &1 3T |
U Td Sdidhd g3 |

qus 3 [Aggs A S & 1 |
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WUE 4 URT 56 BT TN

AT AT : 8t T, &, YT, 7 3T GEH AT 5 T 9 DI

URdd BT T8 82

SHRI N. K. PREMACHANDRAN: Sir, | am moving my amendments.

[ beg to move:

“Page 3, line 17,--
for “no person”
substitute “‘a person’. (35)

Page 3, line 19,--

(14

omit ‘“‘not”. (6)

Page 3, lines 20 and 21,--

for “except to the extend and
subject to such conditions as
the Reserve Bank may
specify in this behalf”
substitute “on application of the share
holder”.

(7)
“Page 3, line 35,--

for “in consultation with the”
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substitute “with the consent of”. (8)

Page 3, lines 36 and 37,--

omit “seeking its comments, if
any, within such period as
the Reserve Bank may

specify”.

9)

AT 08 : 3T H o T, &. YA gRI TS 4 H Udd =i
T 5 T 9 DI GHT & GHE HAGH & (oY I § |

RN Ada o U T U qUT 3&didhd gul
nﬁﬁuaw&r:u%ru‘é%:
fo UG 4 [AYTD HT 3T &7

U1 Wi g3 |
Tus 4 fAdge H s fear a1 |
qus 5 fa9g® | Wi fodm i |

98 1, AT I3 3R fag9ue &1 X1 9 [d8a® | siis fau 7w |

HEATT &l : A HAT O, 316 ULd1d B [ [Agage arikd faar
ol[U |

SHRIMATI NIRMALA SITHARAMAN: I beg to move:

“That the Bill be passed.”
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AT 3198 : UY U8 ©:
«fop faerge uIivd feear &g 17

U Td ¥dighd g3 |

AT A : 3d GHT 1 HRIdTe! TSR, faiew 17 RidwR, 2020
B diF 991 dop & folT R &1 Sl 81

19.27 hrs

The Lok Sabha then adjourned till Fifteen of the Clock on Thursday,
September 17, 2020/Bhadrapada 26, 1942 (Saka)

* English translation of the speech originally delivered in Punjabi.

* English translation of the speech originally delivered in Tamil.

* Not Recorded.

* . English translation of the part of the speech originally delivered in Bengali.

* English translation of the Speech originally delivered in Marathi.

# Not recorded.
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* English translation of the Speech originally delivered in Marathi.
* Not recorded as ordered by the Chair.

* ... * English translation of the part of the Speech originally delivered in Tamil.
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