GOVERNMENTOF INDIA
MINISTRYOF FINANCE
DEPARTMENTOF FINANCIAISERVICES

LOK SABHA

STARRED QUESTION NO. %412

TOBE ANSWEREDON THE 230 MARCH2018/ CHAITRA2, 1939 (SAKA)
Small Finance Banks

*412. SHRIARVINDSAWANT:
SHRIKRUPALBALAJITUMANE:

Willthe Ministerof FINANCEDbe pleased to state:

(2) whetherthe Governmenthas granted permissionto small finance banksto
start operationsand if so, the detailsthereof;

(b) the details of the norms/criteriafixed for grant of micro finance status to

the said banks;

() whetherthe small finance banks are adopting an aggressive strategy to
attract more saving deposits by offering higherrate of interestthan other banks
and

(d)  1if so, the detailsthereofand the reasonstherefore?

ANSWER
THE FINANCEMINISTER
(SHRIARUNJAITLEY)

() to (d): A Statementis laid on the Tableof the House.



STATEMENT FOR LOK SABHASTARRED QUESTION NO. %412 FOR 23RD
MARCH2018 REGARDING*“SMALL FINANCE BANKS” BY SHRI ARVINL
SAWANT AND SHRI KRUPAL BALAJI TUMANE, MEMBERS OF
PARLIAMENT.

(2) to (d): As per inputs of the Reserve Bank of India (RBI), bankinglicence, undes
section 22(1) of the BankingRegulationAct, 1949, has been issued to 10 Small Finance
Banks (SFBs), out of whichnine have startedoperations.

As per RBI inputs, the guidelinesfor SFBs provide, interalia, that (1) eligible promoter:
could be resident individuals/professionalswith 10 years of banking and finance
experience, including companies controlled by them, etc.; (i) SFBs shall primaril
undertakebasic bankingactivitiesof acceptanceof deposits and lendingto un-served and
under-servedsections; (ii1) the minimumpaid-up equitycapital for SFBs shall be Rs. 100
crore;and (iv) SFBs shall be subject to all prudentialnorms and regulationsof RBI, as
applicableto existing commercialbanks, includingrequirementof maintenanceof Cash
ReserveRatioand StatutorylLiquidityRatio.

With regard to whetherSFBs are adoptingan aggressive strategyto attract more saving
deposits by offering higher rate of interest than other banks and details and reasons
therefor,RBI has stated that it has deregulatedthe interestrates on savings bank account
and bankshave been given the freedomto fix theirinterestrates on savings bank account
subject to the conditions contained in RBI’s Master Directions on Interest Rates on
Deposits. As per these Master Directions,banks are requiredto pay intereston deposits
of moneyas per a comprehensiveBoard-approvedpolicyon interestrates on deposits.



