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Title: Discussion on the motion for consideration of the Regional Rural Banks (Amendment) Bill, 2014, moved by Shri Jayant Sinha on behalf of Shri
Arun Jaitly.

HON. DEPUTY SPEAKER: Now we will take up Item No. 31.
THE MINISTER OF STATE IN THE MINISTRY OF FINANCE (SHRI JAYANT SINHA): Sir, on behalf of Shri Arun Jaitley, I beg to movex:

"That the Bill further to amend the Regional Rural Banks Act, 1976, be taken into consideration."

The Regional Rural Banks (Amendment) Bill, 2014, inter alia, seeks to introduce reforms to strengthen the capital base and improve the overall
capabilities of the Regional Rural Banks (RRBs).

The RRBs were established under the Regional Rural Banks Act, 1976 to create an alternative channel to the 'cooperative credit structure' and
to ensure sufficient institutional credit for the rural and agriculture sector. RRBs are jointly owned by Government of India, the State Government
concerned and the Sponsor Banks and the issued capital of RRB is shared in the proportion of 50 per cent, 15 per cent and 35 per cent, respectively.

In view of the growing role of RRB, in extending banking services in rural areas, developments which have taken place in recent past including
amalgamation of geographically contiguous RRBs, technology upgradation and recapitalization support provided to RRBs from time to time, a need
to amend the Regional Rural Banks Act, 1976 has been felt.

Structural consolidation of RRBs was initiated in 2005 by amalgamating RRBs sponsored by the same bank in a State with a view to having
economies of scale, better customer services, better infrastructure, larger area of operation, enhanced credit exposure limits and diversified banking
activities.

Keeping in view the role of RRBs in financial inclusion in rural areas and to improve their functioning and technology upgradation, several steps had

been initiated. The RRBs had rolled out to Core Banking Solution (CBS) and had joined the National Payment System. RRBs had been advised to take
necessary action for e-governance and concrete branch expansion plan to cover under-banked and unbanked areas, etc.

In view of the modernization and technology upgradation, a need for further consolidation of RRBs was felt to optimise the use of modern technology
and minimise overhead expenses. Therefore, amalgamation of geographically contiguous RRBs in a State was initiated by the Government in
consultation with National Bank for Agriculture and Rural Development, State Government concerned and the Sponsor Banks.

The amendments have been necessitated in view of the fact that the amalgamation of geographically contiguous RRBs, technology upgradation and
recapitalization support provided to RRBs from time to time has led to a situation where the share capital deposits of RRBs have crossed Rs.500
crore in case of some RRBs, which is many times over the limit of Rs. 5 crore for authorized capital provided under the said Act,

The proposed amendments also provide for raising capital by RRBs from sources other than the Central Government, the State Government and the
Sponsor Bank. But this is subject to the condition that (i) in no event the combined shareholding of the Central Government and the Sponsor Bank
shall be less than 51 per cent.; and (ii) the State Government concerned will be consulted, if its shareholding is reduced below 15 per cent.

In view of the proposed provisions for raising private capital by RRBs from sources other than the Central Government, the State and the Sponsor
Bank; provisions have also been made for (i) shareholders to elect directors; (ii) a person cannot be a director on the Board of more than one RRB;
and (iii) appointment of an officer of the Central Government on the Board of RRB, if considered necessary.

I would, therefore, request the Members of this august House to support the Bill.
HON. DEPUTY SPEAKER: Motion moved:
"That the Bill further to amend the Regional Rural Banks Act, 1976, be taken into consideration."

...(Interruptions)

SHRI T.G. VENKATESH BABU (CHENNAI NORTH): Hon. Deputy-Speaker Sir, I thank you for giving me this opportunity to speak on this very
important legislation of amending the Regional Rural Banks Act, 1976....(Inferruptions)

Sir, as we all know, Regional Rural Banks Act, 1976 mainly provides for incorporation regulation and winding up of Regional Rural Banks. The
Regional Rural Banks were established with a view to developing rural economy and to create a supplementary channel to the Cooperative Credit
Structure so as to enlarge the institutional credit for the rural and agricultural sector. ...(Inferruptions) The RRBs accept deposits primarily from
rural/semi-urban areas and provide loans and advances mostly to small and marginal farmers, agricultural laborers, rural artisans and other
segments of priority sector....(Interruptions)

In the Statement of Objects and Reasons, the hon. Finance Minister has mentioned about the need to amend the Regional Rural Banks Act, 1976 to
strengthen the RRBs' capital base and improve their overall capabilities.

My proposals in the Amendment Bill are as follows. My first proposal is regarding managerial assistance beyond five years and allowing the
sponsoring banks to continue financial and managerial assistance to the RRBs beyond the initial five year period. ...(Interruptions)

Sir, here, I humbly differ with the hon. Finance Minister's view. It is because the need to delink functioning of the RRBs from the sponsoring



banks was always felt as the very objective of setting up of RRBs and not for allowing them to function as extensions or proxy identities of already
existing sponsoring banks but to reach out to the hitherto unattended or even "untouched areas of interests' for the 'left out' population. Financial
assistance by the sponsoring banks beyond five years of setting up of RRBs is understandable. But managerial assistance beyond five years through
the higher echelons of managers of RRBs appointed from the sponsoring banks is not acceptable.

In my opinion, it hampers the autonomy of the RRBs. Alternatively, a good proposal could be setting up of an 'apex corporate structure' for the
RRBs like NABARD in the lines of GIC, SAIL, Coal India Limited. Instead of managerial assistance from the sponsoring bank, the apex body of RRBs
can have a pool of experienced executives who can be deputed to the RRBs.

Here, I would like to mention that as per the Ministry of Finance instructions issued in February, 2012, appointment of branch level staff and
...(Interruptions)

At this stage, Shri Deepender Singh Hooda and some other hon. Members
went back to their seats.
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Sir, we are repeatedly requesting that the hon. Prime Minister should respond in the matter. It is not only my Party's request but the request
of all parties like TMC, CPI, CPI(M), RID, JD(S), JD(U), AAP, NCP and others. I am unable to understand as to why the Government is so adamant
on this. We have heard Shri Venkaiah Naidu several times. This question has arisen because he has himself admitted that he is a part of that
organisation. ...(Interruptions) That is why we want a reply from the Prime Minister because he is the controlling authority. The master key is with
him. Therefore, we made a request to you. But they are not yielding. ...(Inferruptions) dicanse sft @ &, wocht oft w2 2, Sloll w2 &) Forapt ot 3qen 2,
o1t St udtedrs 3, 3AD &1 worddl w2 & A ga diwanse o 3)...(cuawer)

16.46 hrs.
Shri Mallikarjun Kharge and some other hon. Members then left the House.

SHRI T.G. VENKATESH BABU : Sir, according to the Ministry of Finance instructions issued in February, 2012, appointments of branch level staff and
officers of RRBs from 2012-13 onwards are done through a common written examination conducted by the Institute of Banking Personnel Selection,
that is IBPS, similar to the procedure followed in the public sector banks. While this being the case in the lower level staff, why should we want to
control the RRBs through managerial assistance of sponsoring banks, which actually mean remote control by the sponsoring banks? If we want to
improve the overall capabilities as mentioned in the Statement of Objects and Reasons, the right way is to draw the managerial assistance from a
pool of executives drawn from financial institutions which will be maintained by the proposed apex body.

The second major point is the capital norms, raising the authorized capital to Rs. 2,000 crore with a minimum fixed capital at Rs. 1 crore and also
fixing the minimum issued capital to Rs. 1 crore. This is a good proposal as the quantum of capital required for the operational requirement of RRBs
in their enhanced working capacities is huge. No doubt that increased capital for RRBs means increased rural credit at its disposal. I fully support the
move.

The third point is the shareholding pattern, allowing RRBs to raise their capital from sources other than the Central and the State Governments, and
sponsoring banks with a caveat that in such a case, the combined shareholding of the Central Government and the sponsoring bank cannot be less
than 51 per cent. Additionally, if the shareholding of the State Government in the RRB is reduced below 15 per cent, the Central Government would
have to consult the State Government concerned. Here also I differ with the proposal. The State Governments already hold only 15 per cent share
and that need not be allowed to be reduced. Any reduction in the shareholding can be from the remaining 85 per cent, which is the combined holding
of the Central Government and the sponsoring bank. But, at no cost, the total shareholding of the Central Government, State Government and the
sponsoring bank should fall below 51 per cent level.

Here I would like to mention that our beloved leader Puratchi Thalaivi Amma has always stressed that shareholding pattern of public sector
institutions should never be allowed to be diluted, detrimental to the interests of the common man. A classic example is, when five per cent shares
of the public sector, Neyveli Lignite Corporation was sought to be disinvested, our beloved leader of poor masses Puratchi Thalaivi Amma negotiated
with the Central Government and other regulatory authorities and ensured buying of the shares by the Government of Tamil Nadu so that the larger
objectives and legal rights of the public sector institutions and the workers do not suffer even in the distant future.

The fourth major point is regarding the Board of Directors the election of directors from sources other than the Central Government, State
Government and the sponsoring bank. The Bill states that any person who is a director of an RRB is not eligible to be on the Board of Directors of
another RRB. This is a good measure and I support the move.

The Bill also adds a provision for Directors to be elected by shareholders based on the total amount of equity share capital issued to such
shareholders. In view of the proposed provision for rising of private capital, election of director from such shareholders is understandable. One
Director for those who are issued equity share capital up to 10 per cent, two Directors for equity share capital from 10 per cent to 25 per cent and
three Directors when the equity share capital issued is 25 per cent and beyond is a reasonable move and I support the initiative. At the same time, a
new pravision should be made for the appointment of two non-official directors to be nominated by the State Government.



While a private equity shareholder is allowed to be appointed as a director, it is reasonable that the State Government should also be allowed to
nominate two non-official Directors who are not State Government officers as is being allowed in the case of Central Government. The Central
Government nominates two non-official Directors. It will be fair if the State Government concerned is also allowed to nominate two non-official
directors to the Board. This will help appointment of non-officials in the board who are otherwise well equipped to have a place in the Board and they
will be able to provide guidance in the Board with their knowledge and experience.

Another proposal in the amendment Bill is enabling the Central Government to appoint an officer of the Central Government to the Board of Directors
to ensure effective functioning of the RRB. Considering the field level hands on experience of the State Government officials, the proposal should be
enabling appointment of officer to the Board from the Central Government or the State Government and if such an appointment is made from the
Central Government, the State Government should also be consulted and only after concurrence of the State Government, such appointment should
be made. I am making this point very specific because, at no point of time, should any attempt be made to remote-control any RRB in the veil of
appointment of an officer of the Central Government.

The fifth major point is about the date of closure of annual account. I agree with the hon. Finance Minister in the matter of changing the date of
closure of annual accounts from 315t December to 315t March to bring uniformity with the financial year.

Sir, in Tamil Nadu, we have two Regional Rural Banks, namely, Pallavan Grama Bank and the Pandiyan Grama Bank. They are performing well. In
general, the RRBs have done good work despite the limited mandate given to them. Their network cannot be allowed to be wasted. We can best
utilise them by creating an apex body for the RRBs, giving them functional autonomy by delinking them from the sponsoring banks and paving the
way for infusion of expert guidance in the Board by allowing appointment of two non-official members to the Board to be nominated by the State
Government.

Our beloved leader Puratchi Thalaivi Amma is always for the upliftment of the rural population and especially those sections of people who are
devoid of any support and guidance, the downtrodden, the vulnerable and the marginalised. Her vision of service to the needy and overall
development of the nation through a welfare model of governance will be best achieved if our suggestions, which are very reasonable, are
incorporated in the proposed Regional Rural Bank (Amendment) Bill, 2014.

With these few words, I once again thank the Chair and conclude my speech. Thank you.
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wisorctt, & amut aar & 5 soa2 el 6t vws fpama 3, sa fvara #, B aitdt &t acitor ¥os uger srrpe off) Pupul Jayakar complimented her on the
excellent timing of her decision to nationalize the banks. In a revealing reply Mrs. Gandhi said that: "The timing was not chosen by her but by her
adversaries. They drove me to the wall and left me with no other option."
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"I beg to move for leave to introduce a Bill to provide for the incorporation, regulation and winding up of Regional Rural Banks with a
view to developing the rural economy by providing for the purpose of development of agriculture, trade, commerce, irrigation, industry
and other productive activities in the rural areas, credit and other facilities, particularly to the small and marginal farmers, agricultural
labourers, artisans and small entrepreneurs, and for matters connected therewith and incidental thereto. *

& ag we a1 § v 1976 3t amz.amz.dl. 531 wrur A gorren sen st aome gu 40 e & sy awn st oft wek FRss odl we 2@ &7 A B sy A anen §, agl Wl A
daer 10 uzdie Biand w1 2z &) 90 wie cer amer oft Biar & fdon Acft w2 23 &) 9 Brr 2roa 3 s § dfie oere $2eol $fEen I 2wy arsall I cior it &, amar oft 70



e citer sl Y & offar &, 70 uxdie acd gy w1 B &, 70 uwdic afgend amer oft woltfdres & afiz st oft SR 5 agl A gl @1 veemer 21 2@ ) afe e
it o1 2 za1 & At Sacot $f¥en 3 A oG @1 A 261 B) ag Wt SN wfiwcar aem A, St miSkrer wek A, wilweafie A, A s Az 2@ aw &) A e Recdt sl grad
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anfEcioat 1 amdeenar 8l o1 fob 53 F1F U2 5ol depl T fApTA glon aiiz sorcb 1w ardta BI cilell & Bl &l Jooller 2l wRtaf¥dl @1 3elsr acol 3 Al &1 BT
8l dl ag ufet &t el 521 v @azen 3 et A SAer srla e sRldl YT & Sffer &1 Smiel 3iie set dopl 3 Solpl WRIST &1 SIUel - W8 aleRE Brul Area of war 3 sdon
@l & o5 ot uidt &2 ol a1dl & 3013 32 & it 3 s R aremn e waifeal @off o Histerer F2et 3 @1 @@ Slon wifdw, ...(wwmemer) Aol S, st wdt
U 3¢ e ©l IR 3

Aa3t usel 1975 3 onfivse @it aofl, R snur w2 ..l 1976 3 ang) iR ol ves Favm & fop ag wafeedl aga aendt & 1977 # snd-snal 3o&iol v gidaren
@it aors, Brerbt 1978 3 R ang) 3216t war b apfl iz ofla & dfa Sfc siu o B3 oA ©F) IAD Po TBASE &) 3ol Dal Kb DEHdReT do & ot wagfoer &,
3D 3.3 3 Qe diz w2 ee) won aifde) 36l wal i 60 udic @I S el i vsaiA & ag el vl & fér, Feer anffsma & féw s w2 R & fom
Seranras gloll aIfdy) 3ol @al b 2.3l @1 ol anuYererel nFtac & 3! alldrS @ JAA-IR U2 SXell a1 3 Irr it délwoer o Sxen aifae; as 1978
6 A 3, g PAd g sfie acht o) 5o arg o e A ot widf mr § s o odial e A v wadt @end) In 1981, another Committee to Review
Arrangement for Institutional Credit for Agriculture and Rural Development was set up. st ft o Rosdeia Ry & smuat e o o gordt 2,
Rrasaideia 8 8, Aftver sta 3o Siefldle Aot B @t amcft 2 o @o ordl e 3 A war By 333 yadler aifw drr@fe<ar 3 eltst aga agema ot G smavewar & d3A
ordl adtem 33a wal s sifel $acel ool b o vas arerer difersft goror 6t anaesar & 3l 3361 war @5 sidaren @A 6 S Rosideeia & s the entire control,
regulation, promotion or development responsibility it siz.ame.dt. & 3, ag asdf or asdl o @ giorws w2 Joft aifde) aw 1978 ¥ are 1981 3 amwen; 33y ag
afdfsar aju sifor fstorer w2t dazr Bt v Werass wad wofty 3 Baer et aan za1 § A amz.am.dl B wer Bz aze A peara Deror archt @ & 278 2 [ oad gon 3 &,
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el vadifadtar & fere oit afde diferft 8, 331 HA an agr @ 3?7 df¥er o dadem sa HA @2 3w &, Afe g so1 ano-g disll we @dl of wdf @Er @z uw a1 #9
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urss]) soal grecl a5 e 3 Yol: B a2 5 el @ A9ielal X1 g toeldic @l &) ol [&ag, ofl 9,

SHRI BHARTRUHARI MAHTAB (CUTTACK): Mr. Chairman, I stand here to participate in the discussion on the Bill that has been moved by the
Finance Minister. Our good friend, Jayant Sinha Ji is also here. Perhaps, he will be replying to the discussion.

As has been said by my previous speaker, Nishikant Dubey Ji, this Bill was long overdue. Of course, he dwelt on the issue till 1948, came to
the year 1969 and missed out 1976 when, actually, the RRB Bill was moved and enactment was done. Subsequently, he moved to the amalgamation
of different Regional Rural Banks, how and why it was necessitated.

Initially, I would say that this Bill before us is to amend the Regional Rural Banks Act, 1976. It is said that the amendments will enhance the
authorized and issued capital to strengthen their capital base and to bring flexibility in the shareholding between the Central Government, State
Government and the Sponsor Bank. The term of non-official director appointed by the Centre will be fixed not exceeding three years. I have moved
an amendment to this effect. It is also said that these amendments will ensure financial stability by RRBs, which will enable them to play a greater
role in financial inclusion and meeting credit requirements of rural areas. It is said, while piloting the Bill, that the Board of RRBs will be
strengthened. Are we not aware that RRBs are jointly owned by the Union Government, by the State Government and the Sponsor Bank with the
issued capital of 50 per cent, 15 per cent and 35 per cent respectively?

17.27 hrs (Hon. Deputy-Speaker in the Chair)

I have come across a comment from All-Kerala Gramin Banks' Staff Federation. It said that the proposed amendments of RRB Act, 1976 will pave
the way for privatization of the RRBs in the country, as the amendment was to raise the authorized capital of Regional Rural Banks from the existing
Rs.1 crore to Rs.5 crore. Apart from this, the Bill proposes to reduce the share of the Central Government and seeks a 51 per cent support from the
existing 85 per cent. It will hold consultation, no doubt, with the respective State Governments to reduce their share from the existing 15 per cent.
This clearly demonstrates that the Bill would benefit private monopolies and corporates. No doubt, Nishikant Ji is in favour of this Bill. Do you have
any system in place to check if these RRBs transgress from their mandate? Is it not true that the total business earning of the RRBs was Rs.3.5 lakh
crore or Rs.5 lakh crore and their total profit was more than Rs.2,500 crore?

Now private monopolies want to have a share in that pie. It is said that the RRB Amendment Bill aims to infuse vigour into RRBs by increasing their
capital base from Rs.5 crore to Rs.500 crore. But the capital, as I have said earlier, will no longer be entirely borne by the Centre, State Government
concerned and Sponsor Bank. Their shareholding would be limited to 51 per cent and the rest would be raised from private investors.

The All-India Regional Rural Banks Employees' Association has questioned the need for private investment. I would say that it is the concern
not only of the employees of the Regional Rural Banks but I think it is also the concern of the whole country that why you are going in for
privatization of the RRBs, and that too, in a roundabout way that this is being done.

Since the inspection of RRBs &€;.

HON. DEPUTY SPEAKER: Shri Mahtab, please stop for a while.

HON. DEPUTY SPEAKER:What about the Half-an-Hour Discussion?

17.33 hrs

REGIONAL RURAL BANKS (AMENDMENT) BILL, 2014 — Contd.

HON. DEPUTY SPEAKER: Now, Shri Mahtab may continue his speech.

SHRI BHARTRUHARI MAHTAB (CUTTACK): Sir, the capital, as I have said earlier, will no longer be entirely borne by the Centre or the concerned



State or the sponsor bank. Their shareholding would be limited to 51 per cent and the rest would be raised from private investors.

Since the inception of the Regional Rural Banks, the Government has appointed at least ten expert committees to analyse their financials and
suggest measures to revive them. Most of the committees have recommended merger of the loss-making RRBs either with neighbouring viable RRBs
or with their sponsor banks. Some also recommended their liquidation, but the Government did not act from 1981 till 2005. In that year,
consolidation of loss-making RRBs with profit-making ones began to make them economically viable. In Odisha also, a number of RRBs were
merged. The Ganjam and Koraput District RRBs were merged. The Cuttack and Balasore District RRBs were merged and named as Kalinga Gramya
Bank. Similarly, the Utkal Gramya Bank, Neelachal Gramya Bank and all these RRBs were formed.

By April, 2013 there were just 62 RRBs from 196 in 2004. Following the recommendations of the panel headed by Shri K. C. Chakrabarty, Deputy
Governor of RBI, the Government increased the capital inflow of 40 loss-making RRBs. It had recommended that the Centre, the State Governments
and the sponsor banks should release Rs. 2,200 crore to bail out these banks. The impact of this capital infusion has begun showing on the ground.
The latest RBI report shows that there have been improvements in credit flow in rural areas.

I would mention here, Sir, that there is a need for proper mentoring and that is the actual key in regard to how to make a round about of the RRBs.
Biswa Swarup Misra, an economist and banking expert, blames the stakeholders of RRB for its poor performance whom I quote:

"RRBs could have done better had sponsor banks played a proactive role in guiding them and State Governments provided conducive
banking environment."

In 2004, more than half of the loss-making RRBs were in four States — Bihar, Madhya Pradesh, Maharashtra and Odisha. When I say in 2004, I
mean that at that time, the division between Madhya Pradesh and Bihar had already taken place. These States neither provided proper infrastructure
nor managerial skills to RRBs.

In 1998, M. Narsimhan, former Governor of RBI, had pointed out that RRBs had not been able to earn much profit because of limited operation area
and target groups. "The salary structure of RRB staff is not motivating enough," points out B.K. Swain, Head of the Centre for Rural Credit and
Development Banking at the National Institute of Rural Development in Hyderabad.

Shri N. K. Thingalaya, economist and former Managing Director of Syndicate Bank has said : "RRBs can be made viable without private
investment.” Shri Y. C. Nanda, former Chairperson of NABARD says that consolidation of RRBs has affected its local feel and role. Private
shareholding would lead to further exclusion of rural beneficiaries. I would like to quote him. He said : "I am aware of the poor performance of RRBs.
But the point is we are going away from the objectives for which RRBs were established."

Here, I would just like to mention what the Standing Committee in its 4" Report in 1993-1994 had said. It said that : "The Committee express
their unhappiness over the sad plight of RRBs. The financial position of these banks is deteriorating and the Government appears to be complacent in
improving viability of these banks.". The answer and the remedy that has come now is more worse than the medicine that is supposed to be given. I
am saying this because here it is going to the private hands. I had just mentioned about the Standing Committee of Finance of 1993-1994.

What is the mandate of RRBs? The Regional Rural Banks (RRBs) were established in 1975 under the provisions of an Ordinance that was
promulgated on 26 September 1975, and the RRBs Act, 1976 with a view to develop the rural economy and to create a supplementary channel to the
cooperative credit structure so as to enlarge institutional credit to rural and agricultural sector. If this is the mandate, I would come to that aspect of
the Report as to what is the present position of our rural economy today and how much money is actually flowing into our rural branches or rural
people or those people who are engaged in agriculture.

The major objective of setting up of RRBs is to provide credit and other facilities, especially, to the small and marginal farmers, agricultural
labourers, artisans and small entrepreneurs in rural areas. How far RRBs have been successful is there for all of us to see. But allowing private
investment how far the mandate will be carried out, I have my doubt. Why would any one invest in RRBs, which lends to the rural poor and marginal
farmers?

As per the recommendations of Dr. V. S. Was Committee, the Government of India, in consultation with NABARD, the State Government
concerned and the sponsor Banks initiated amalgamation process of RRBs. The first phase was initiated sponsor bank-wise within the State in 2005.
The second phase for further amalgamation was initiated across the sponsor Banks within a State during 2012. After amalgamation, the number of
RRBs has been reduced to 57 as on 31 March 2014, and it is reported that all are making profit. Yet, there is an opinion that since the RRBs were
established under a special Act passed by Parliament, the decision to amalgamate RRBs at the national-level needs to be ratified by the Parliament,
which has not be done and which is yet to be done and to do that, first one has to de-amalgamate, but will it not create more confusion? Yet, I
would say, propriety demands that the Parliament should ratify amalgamation of RRBs.

Post amalgamation, the number of RRBs in the country, as on 31 March 2014, stood at 57 with a network of 19,082 branches covering 642
notified districts in 26 States and the Union Territory of Puducherry. The provisional financial results of RRBs for the year 2013-2014 indicates that all
57 RRBs have earned profits aggregating Rs. 2,833 crore. But I would repeat that rural areas continue to be ignored by banks. I am saying 'repeat’
because these are the words of RBI. The Deputy Governor Shri K. C. Chakravarty said this in August last, and I quote :

"Rural branches have declined to 37 per cent of total branches from 54 per cent in 1994. Rural deposits constitute just 9.1 per cent of
bank deposits, down from 15.1 per cent. All these things indicate that allocation efficiency has not happened despite banks being
operationally efficient. It should be the endeavour of banks to diversify into rural areas. Is the financial system without allocation

efficiency good enough?"



Sir, rural branches have declined, as I have mentioned, to 37 per cent. All these things indicate that allocation efficiency has not happened despite
banks being operationally efficient. Therefore, are Regional Rural Banks still relevant? I would say the relevance has, in fact, increased. More than
half of the population still depends on agriculture for their livelihood, and agricultural credit continues to be scarce. Therefore, the effort is called for
to strengthen the rural credit system. The scheduled commercial banks which dominate the banking scene today have become reluctant partners in
rural banking. Is it for want of a definite policy direction? The need for continuing with the expansion of banking infrastructure in rural areas was
recognized even by the Narasimham Committee, but in reality the importance of rural financial infrastructure has got relegated to the background. By
bringing in private players into RRB, I think it would be further relegated to the background, and rural investment will not be the priority. Will it give
stress on rural banking? I keep my fingers crossed.

Here, I would like to mention what the Standing Committee had mentioned in 1993-94:

"The main objective of the rural bank is to meet credit needs of the weaker sections of society in rural areas. The Committee, therefore,
recommends that a National Rural Bank of India should be set up and all RRBs should be brought under its control."

This is a suggestion which was given in 1993-94. Is it not time now to consider in all its impact of forming a National Rural Bank of India? NABARD is
definitely playing a greater role, no doubt about it. But having a corpus body like the National Rural Bank of India looking into the aspects of Regional
Rural Banks, I think, we will be doing a great service for the rural poor of our country.

I have to move certain amendments relating to the Bill. At the time of passing of the Bill, I will raise that issue. Thank you.

SHRIMATI KAVITHA KALVAKUNTLA (NIZAMABAD): Sir, thanks for the opportunity, but I am afraid there is not much left to say after what Shri
Nishikant Dubey and Shri Mahtab have said. Pretty much all my notes are about that. But then I will try to add whatever I can add.

Sir, these Regional Rural Banks were started with the inspiration of Mahatma Gandhi -- on October 2, 1975 by an Ordinance; later, it was converted
and the Act came in 1976. As Gandhi Ji said, rural India is the real India and rural development is the real development of India. So, the emphasis
was to have one rural bank per each district, but somehow it did not happen, and we ended up with having only 200 plus rural banks. Later on, due
to issues of management or the lack of interest by the sponsored banks, and the Central and State Governments, they have again be amalgamated
and the number was further reduced to 57 rural banks.

When we formed these 57 rural banks, particularly I will talk about my area, four or five banks have been clubbed into one rural bank and as a result,
one Deccani Grameen Bank came into existence. Later on, the small or the marginal farmers who were supposed to be helped by these rural banks
were not being helped.

The original Act in fact says:-

"This is to particularly help the agriculture, trade, commerce, industry and other productive activities in rural areas."

Why am I particularly talking about the fundamentals of the Bill? We need to really think about it. This Bill aims at changing the fundamental
institution. I will give you one example. This Bill says that it has to give loans to the rural area. I have particularly tried to get some loan for the
shepherds in my area. There are 1200 shepherds. They were in want of loan. el 3aeser agsflor 35 & sl aaas: @iy They simply rejected. They said
that these guys have no standing. i3t fifdrsiar ga oft dler 3 & @5 aier sl @1 Fawu acers? 9@ S & a1 3 aaf 8rR-81e Reor an 32 & Who is going to
address the financial needs of those people? That is very crucial. The failure of the RBI had encouraged dubious micro-finances to come into picture.
That had encouraged the chit funds to come into picture. It could be anything. The farmers and the rural people with small necessities were duped
by various agencies because the Government or the RBI really could not go to their areas to rescue them.

The Bill aims at reducing the stake of the Central Government and the State Government. Is this not privatization? That is what I would like to ask.
Of course, the Bill says that 51 per cent will still be retained by the Central Government and the sponsor bank. But then, you have again put in a
clause saying that State Governments will have 15 per cent which can be reduced at any time. In that case, the State Governments will only be
consulted. Consultation is different and consent is different. Tomorrow, without getting the consent of the State Government, if you, go ahead and
reduce the stake of the State Government, how the States interest will sustain?

If 51 per cent is still with the Central Government and the sponsor bank, the management is pretty much with the Government. With this governance
structure which we have right now, how do you propose to increase the efficiency of these RRBs? You are encouraging private people to come into
picture. What is the change that we will see on the ground? I really do not understand from this Bill.

Many small and marginal farmers are looking up to the NDA Government. The Bill should have a holistic approach. This is a fundamental and a
serious issue.

For example, we talk about China in many aspects. China has an agricultural bank of China. It has a separate bank which takes care of its

agricultural needs. Is this not the time to address our needs? &t smat Rzl ¥ @2 3 Aaen aifdy; 721 cerm & @5 &t v aeer A Jo 2xen aifde Brib fia
amzaneltsr T @3 oars St ualaft, St anci¥El sor Ay Jaor Bt WA awiifyd 2, let NABARD take over these RRBs.

Whenever we are trying to divert the funds of these banks, should not the State Governments get the first right of refusal? Why are the State
Governments being marginalized? Why is there a particular clause of reducing the stake of the State Government without the consent of the State
Government? When we are talking about cooperative federalism, I think that the State should be enabled and empowered. The philosophy of the



Modi Jiwas told time and again re-iterated and it has been propagated in the elections. You want to reduce the States to a mere consultation agent
and are not taking their consent. I do not think that many of the States will take it in right spirit.

There is a report. fifdmrsia ga sit o g aa en 3, afdser sit WIE] dies smeands &, 3o e smeldle o snerest 2200 s Fud @A &) adbl smesnzds & e how
do you get them also on to the level playing field? Without empowering all the RRBs, how do you propose to take care of financial institutions?

You have changed the financial closure date from 31 December to 31 March. When 31 December was kept as a financial closure date of a RRB, it
was more to be in sync with the seasons and with the yield periods. Now, if you are changing it and also bringing these into the regular financial
institutions, how do you propose to address the concerns of the farmers? Now if you are changing it and also bringing these into the regular financial
institutions, how do you propose to address the concerns of the farmers, is another question that I would request you to answer.

When we talk about the Bill, I would request you to amend this Clause 4. It says:

"Provided that in case the Regional Rural Bank raises its capital from sources other than the Central Government or the State
Government or the Sponsor Bank, the shareholding of the Central Government and the Sponsor Bank shall not be less than 51 per cent."

Further you say that State Government's shareholding will be reduced to 15 per cent only after a consultation. Kindly incorporate it in the Bill.
Instead of 'consultation’, 'consent' of the State Government is mandatory, if that can be taken care of. As our friend Shri T.G. Venkatesh Babu had
said that a Director from the State Government also will be sustaining the interest of the State. Particularly when we are talking about Swachch
Bharat, when we are talking about Beti Bachao, Beti Paraoand emphasis on various other reasons, I would particularly ask you to look at Kisan
Bacho because airsr f2samer ¥ fere agea sifdasdt &) anu g dcieron 2rea 3 3Raw) sy yder A Acionon @ ootz fven srn 3, fAsiell ordl &) o &) sad wrvr aga
areaecae & 28 &) v o) Rserer ot Risrelt ordt Brereft 8, gl mrw Bfde ol freren &, JRan ordf fPreren &, 2err w2 dtst ot Preren 3) a6 Rer oo ot e ol @2 2 8
312 3y fder B sife AR weHice ufadfer waen ared & o A Bdee & [ am 521 Rer oot 2848e1 avdd 3 Afde; 22138er wdrdt o S3 @eren &, 33 Bama 3 uf¥oetor
asal O aiG aferReas o A farrer B & 3 e dw? sy geuarg

SHRI ANANDRAO ADSUL (AMRAVATI): Hon. Deputy Speaker, I rise to share my views on the Regional Rural Banks (Amendment) Bill, 2014. As per
the prevailing circumstances, some of the amendments are suggested by the hon. Finance Minister Shri Arun Jaitleyji which are welcome and
support subject to some of my suggestions.

The RRBs were established under the Regional Rural Banks Act, 1976 passed by this august House. The concept of the RRB is to give the financial
help to the rural people, particularly small and marginal farmers, unemployed youth and self-help groups. I would bring to the notice one thing.
Fortunately, MoS (Finance) is here. There are so many banks and financial institutions. Public sector banks are there; State cooperative banks are
there; district central cooperative banks are there; and State Land Development and Rural Development Banks are also there. Along with that, so
many cooperative credit societies and cooperative credit agricultural societies are also there. Apart from all those things, specifically for the
development of rural area and the rural people, there was a need for Regional Rural Banks.

I can understand that the public sector banks are not having much more branches in the remote area. But in each and every region, there are some
public sector banks and one of those banks is working as a leading bank in that region. That public sector bank is controlling all those banks which I
have mentioned earlier. Whenever we are there in the DPC, we take their views. Whatever the Central Government's sponsored programmes are
there for the youths, self-help groups and marginal and small farmers, but unfortunately, we are not satisfied with that. Ultimately, what is the
reason behind it? I have seen the suggestions made and I welcome and support them and I have a particular suggestion to make.

There are many financial institutions and banks, some of them are controlled by State Governments and some of them are controlled by the
Central Government. In all States there are State Land Development and Rural Cooperative Banks which were established with the permission of the
Central Government. All those State Land Development and Rural Cooperative Banks are on the path of liquidation now. Why? That is because
proper regulatory authority is not there and there is mismanagement. It is the responsibility of the Central Government to see that public money is
not wasted, whether it is in the cooperative sector or in the public sector. Particularly in the last seven, eight years I have seen this.

In 1998, the Vaidyanathan Committee was appointed by the then Agriculture Minister to review and survey the State Land Development and
Rural Cooperative Banks. The Vaidyanathan Committee had suggested that a one time allocation of Rs.4,500 crore be given to all the State Land
Development and Rural Cooperative Banks. I followed it up for years but unfortunately I have not got any response from the then Government.

This is our Government, the Government of the people, by the people and for the people. Therefore, I request the Government to look into this
matter first and see how those institutions can be made to work effectively. For one time we have to help them financially. Then, those banks will
definitely perform better than the Regional Rural Banks.

Thank you very much.

SHRI VARAPRASAD RAQ VELAGAPALLI (TIRUPATI): Mr. Deputy-Speaker, Sir, the Bill mostly deals with the authorized capital, issue capital,
Directors and other things.



The main purpose for which the RRBs have been created has not been properly addressed in the Bill for the simple reason, as the earlier
speaker was saying, that after bringing in private players the RRBs may become more commercial. Already the poor people are not able to approach
the banks as the banks are insisting on security and all that. Therefore, unless a percentage of the quota is given to the weaker sections, the
economic and the social gap between the rich and the poor can never be filled up.

In fact, the only banks serving the weaker sections in the villages are the RRBs. If the private players are again brought into this also, then
they may not provide loans to the poorest of the poor people. So, I would request that a proper credit policy earmarking a certain percentage of the
credit for the weaker sections should definitely be made.

The Reserve Bank of India in its report has clearly mentioned that 10 per cent of the population is enjoying 90 per cent of the credit in the country.
Therefore, I would request that in order to address that problem a credit policy may be evolved to give preference to weaker sections.

Thank you very much.
HON. DEPUTY SPEAKER: Shri Jayadev Galla, now it is your turn.
SHRI JAYADEV GALLA (GUNTUR): Hon. Speaker Sir, I would rather speak tomorrow, because I am already out of my turn.

HON. DEPUTY SPEAKER: After you speak, the Minister is going to reply. There is no other person to speak.

SHRI JAYADEV GALLA : Sir, Let me start with difficulties in deposit mobilization.

HON. DEPUTY SPEAKER: Now it is six o' clock. Shri Varaprasad Rao is the last speaker. After that, the Minister is going to reply. Then we are going
to take up Zero Hour. We can extend the time till all this business is over.

SHRI JAYADEV GALLA : RRBs have encountered a number of practical difficulties in deposit mobilization. Due to a restrictive lending policy that
excludes the richer section of the village society, the RRBs are not able to increase the deposits. These potential depositors show least interest in
depositing their money with these banks. Further, State civic bodies and their agencies are also not helping RRBs by maintaining their deposits with
the RRBs. This is the main reason for failing to mobilize deposits. I request the hon. Minister to please remove these restrictions so that the RRBs
can grow more freely.

Sir, it is not a propounded theory but it is proven that if you shackle or control something, it cannot free or expand itself. That is exactly what is
happening with the RRBs. The parent Act prescribed that RRBs will be sponsored by banks and the sponsor banks will subscribe share capital, train
RRB personal and provide managerial and financial assistance for five years. I welcome that five year period has been removed by this Bill under
clause 2 which proposes to amend section 3 of the parent Act. But under the shadow of sponsored banks, RRBs are not able to grow the way they
are expected. It is because RRBs are controlled by NABARD, RBI, Central Government and sponsored banks. But in 1997, the Government removed
control of NABARD and RBI but operational responsibilities of the RRBs are still kept with the sponsored banks. So I request the hon. Minister that it
is high time to think of formation of a National Rural Bank of India with State level RRBs as its constituents and the branches in every village which
will provide the RRBs the flexibility and improve their overall capabilities.

The RRBs pace of growth in disbursement of loans is slow. Some of the reasons for the slow progress include difficulty to identify potential
small borrowers as bank staff has been required to make sincere and special efforts in this regard. Most of the small borrowers do not like bank
formalities and prefer to borrow from the informal indigenous source of finance such as moneylenders.

There is also anomaly in rates of interest. The RRBs charge a rate of interest of 14 per cent whereas commercial banks are charging much
less and there is a lack of coordination between the officials of District Credit Planning Committee and the RRBs. The objective of the Jan Dhan
Yojana is to provide rural and urban poor the banking facilities and insurance benefits. Since the majority of the poor live in rural areas, RRBs are

expected to play a major role in the scheme. But if one looks at the statistics, as on 18" December 2014 RRBs are behind public sector banks not
only in opening accounts under Jan Dhan Yojana but also in issuing RuPay Cards. Out of 9.7 crore of accounts opened so far, RRBs contribution is
just 1.68 crore, out of which 1.43 crore are in rural areas where 25 lakh are in urban areas. The number of RuPay Cards issued is just 49.75 lakh.

This clearly shows that RRBs are still not able to penetrate into poorer sections. It is primarily because their operations are limited to the area
notified by the Government limiting them to just one or two districts. So my first point is that the area of RRBs needs to be expanded. Each RRB
should be permitted to go wherever it wants. Hence I request hon. Minister to give RRBs a free hand for their operations so that their further
operations reach out to as many poor people as possible. Coming to share capital of RRBs, clause 3 of the Bill aims to amend section 5 of the RRB
Act 1976 by permitting the RRBs to raise the capital from market by keeping the combined share of Central Government and State Government and
sponsored banks at 51 per cent. Now in the proposed amendment, the share capital of the RRBs can be split into 200 crore equity shares of Rs 10/-
each. When compared to the present arrangement which is 5 crore share capital of RRBs split into 5 lakh shares of Rs 100/- each, this move of the
Government will help the RRBs to mop up funds from capital market. It is necessary since the financial constraints are being faced by the Central
Government, State Governments and also sponsored banks are finding it difficult to provide financial assistance to RRBs.

Here again, the Government has done a good job by keeping the combined share of Central, State and the sponsored banks to be not less than 51
per cent. It is a part of the reform process; as we know, last month, the Government has allowed public sector banks to raise funds from the market,
by keeping its share up to 52 per cent. It is primarily to meet the Basal-III norms by the banks.

Qur ultimate objective is to ensure that RRBs to have more reach to the rural areas. The success of the rural credit in our country largely depends on
the financial strength. There is no doubt that RRBs are the key financing institutions at the rural level, which shoulders the responsibility of meeting



the credit needs of different types of rural areas.

At present, most of the RRBs are facing the problems of overdo, expansion, infrastructure, technology, recovery, NPAs and others. If we succeed in
overcoming these difficulties, I am confident that we can bring the image of the RRBs as the common man's bank.

Thank you very much for giving me the time.

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE(SHRI JAYANT SINHA): Thank you very much, Mr. Deputy-Speaker, Sir, for giving me the
opportunity to respond to the excellent debate that we have had so far about the amendments to the Regional Rural Banks (Amendment) Bill.

I will start off by saying that there were a lot of expressions of care and compassion for our farmers from my hon. colleagues. As far as this
Government is concerned and as far as I am personally concerned, since I come from a very rural backward district, we are working and we will
continue to work and do the utmost that we can to be able to provide facilities, resources and credit to our farmers, and to provide them all the
services. So, they should not doubt our sincerity and they should not doubt our commitment to be able to provide all these facilities and services to
our farmers.

Before I get into answering the specific concerns that they have, let me very quickly sketch out the way agricultural credit works in our country.

Agricultural credit is provided by a variety of institutions, which includes RRBs. Some of the hon. Members felt that it was RRBs that are providing
the bulk of agricultural credit. That is a fallacy. The fact is that they provide about 11.6 per cent of the total agricultural credit of Rs.7 lakh crore that
is going out every year. It has gone up from Rs. 4 lakh crore in 2008-10 to Rs.7 lakh crore now. So, it is growing well. In fact, the share of the RRBs
has increased from nine per cent to 11.6 per cent. So, they are performing well.

But they are one among many other institutions that provide agricultural credit. So, when we talk about agricultural credit, when we talk about
providing facilities, resources and support to our farmers, we have to look at the entire picture, not just look at the RRBs in isolation. Of course, in
the Ministry and in our Government, we are looking at the entire picture. The RRBs play an important role and that is what we actually want to
strengthen.

It is very important for us to continue to strengthen agricultural credit and credit to our farmers because they fall prey, often, to very unscrupulous
chit funds

and the Ponzi schemes that they defraud them and make it difficult for them to attain financial security. So, it is very important for us to be able to
deepen financial inclusion in our rural areas. That is what this Bill is intended to do.

We have to understand that we have been working on the whole issue of RRBs — strengthening them and improving them over a long period of time.
There was a time after 1976 when these RRBs were created, when we had 196 RRBs. They suffered from not having economies of scale; they
suffered from poor management and they suffered from not having sufficient technology. So, over a period of time, which started from 2002
onwards, which was accelerated after 2005, we consolidated and amalgamated these 196 RRBs to 56 banks and these 56 banks, as the RBI,
NABARD and other institutions have shown as, are actually doing quite well.

This has been a long-drawn process; it has gone through the Standing Committee; there have been many reports; the whole process of coming up
with amendments to the 1976 Act has been underway since 2011. It has gone to the Standing Committee; this Amendment Bill was produced and
put together by the previous Government. We made some changes and we brought it forward which we think will make it even more effective.

So, it is not as if we are rushing this Bill in any way. It has been in the works for a long time; it has gone through all the parliamentary vetting that it
does require.

One of the important things that we have to remember in all of these is that when we think about agricultural credit, we have to think about it in
terms of creating a flourishing eco-system. As I said, it is not just one institution. There are many institutions that are required to come together to
provide agricultural credit and products and services of various kinds. So, we are looking at the entire picture and in particular, the RRBs are the
ones that we are focusing on right now.

The Regional Rural Banks in the last 4-5 years particularly after the consolidation process has taken hold and have, in fact, performed quite
well. The reason why we are moving this amendment, I would like to urge the hon. Members to consider is not because they are doing badly but we
are doing it and we brought this set of amendments because they are doing well. So, we want to strengthen them, make them stronger and get to
the needs that you have said which is to deepen financial inclusion and to be able to provide them credit. So, we are, in fact, pursuing those exact
goals that you would like and which the country demands of us and that we needed at this stage. So, that is exactly what we are trying to do.

Let me tell you that right now we have 19000 branches of the Regional Rural Banks that are covering 42 districts. We represent 38 per cent of the
total rural branches that exist in this country. Their total deposits in the Regional Rural Banks are quite sizeable. They are Rs. 2.4 lakh crore and
their total loans are Rs. 1.6 lakh crore. Their priority sector lending which is supposed to be 40 per cent for a PSU bank that is what the RBI
mandates, is 82 per cent and their profitability has been strong. Right now the net interest margins are running at 0.87 per cent. The net NPA of the
public sector banks right now is running at about 4 per cent but the gross NPA of the Regional Rural Banks are running at 6 per cent. So, these banks
are actually doing quite well and because they are doing well, because we want to expand financial inclusion; because we want to expand credit,



therefore, we have to strengthen them.

This whole process of strengthening them has been, as I said, gone through a long consultative process. The Chakraborty Committee was
constituted. It deliberated on this for two years. The NABARD came out with a report and it is on the basis of this report, that we put all of this
together. There is a basic fact of banking which I would like the hon. Members to reflect on. There is a basic fact of banking which is if they want to
run their banks well and if they have to lend more, they have to provision against that. So for every Rs.100 that I lend, I have to provision Rs.9 for
the Regional Rural Bank, for instance, of capital that stays on my balance sheet. So, if I want these banks to grow and if I want these banks to lend
more, then I have to have the capital. That is the basic essence and nature of banking. So the Regional Rural Banks have been doing at 14 per cent
a year, because they have been expanding their presence, because they have been successful, and because of the amalgamation, we have to
provide them capital. That is what we are trying to do.

Now, there have been objections raised about the manner in which we are providing the capital. Certain hon. Members like my good friend,
Shri Mahtabji has talked about this privatisation. Some other hon. Members have said that the States are being pushed out of this system. There is a
very simple answer to that. We are providing flexibility on the capital structure. We are not mandating what the capital structure need be. It could be
private capital and it could also be capital from your States. So, if you are concerned that in Tamil Nadu your share is going to go below 15 per cent
and you are concerned about the welfare of your citizens as of course as you should be then, please put more money into your Regional Rural Banks,
increase your share and capitalise them in that way. We are not necessarily saying that it should be private capital. We are just saying that we need
more capital and in this Bill we are creating the opportunity to flexibly bring in the capital, whether it comes in from the States, the sponsor bank,
the Central Government or from private capital, the idea here is flexibility. It is not necessarily privatisation. If you want to step up, I would urge you,
hon. Members, put your meney where you mouth is. Put more money into your Regional Rural Banks. You have two of them in Tamil Nadu, Put more
money into them and provide them the services and facilities that you so eagerly want to provide them so that flexibility is there. This flexibility is
what we have provided and therefore, I do not believe that we should be overly concerned about private capital coming in and changing the public
nature of these banks. It is because that is precisely what these banks are intended to do and that is precisely what they are doing very well right
NOw.

The other concern that we had from the AIADMK was that we are tying these banks too long to the sponsor banks. You said that there is five
year provision that we had and why are we taking away the resolution of that and why are we saying that sponsor banks should continue to be able
to work with these banks. There is a simple fact that goes with shareholder ownership. The sponsor banks right now own 35 per cent of the
Regional Rural Banks and because they own 35 per cent of the Regional Rural Banks, it is important for them to be able to understand what is
happening there and to maintain that managerial assistance and the managerial control that they have. That reflects their 35 per cent ownership
and we also understand that it is important for us to take the talent that exist in the PSU banks because of the good systems that they have, the
good training programmes that they have and to bring their excellent managers into these Regional Rural Banks on a rotation basis so that we can
strengthen the Regional Rural Banks. So, that is the reason why we would like them to continue to provide management assistance that they are
providing. I do not believe that that should be a matter of great concern to us.

Finally, regarding our PSU banks, we have said it and the House has agreed that we can bring the Government shareholding down to 51 per cent. In
this particular instance also, we are saying that the State Government share of 15 per cent will not be changed unless we agree on that and there is
a consultation process associated with it. We are explicitly saying that the ownership of the Central Government and the sponsor banks should be
greater than 51 per cent. So, in no way, based on these items that we have brought in the Bill, the public nature of these banks is going to be
compromised as we all share the same goal which is to increase financial inclusion, to provide innovative and new products in services to our
farmers and rural areas.

There was a final concern about 315t December. What we are trying to do with 315t December is to align them with the standard reporting and
compliance process which all other banks, which are to be associated with the financial year, have in the country. This will help them in raising
capital, help them in their tax filings and help them in running the banks. It is a way to make the banks more efficient which, I am sure, is something
that you agree to.

With that, I would like to conclude what I am saying and I would ask the hon. Deputy-Speaker to move the Bill and pass it. Thank you very much.

HON. DEPUTY SPEAKER: The guestion is:

"That the Bill further to amend the Regional Rural Banks Act, 1976, be taken into consideration.”

The motion was adopted.

HON. DEPUTY SPEAKER: The House will now take up clause by clause consideration of the Bill.

As Shri M.B. Rajesh and Prof. Saugata Roy are not present to move their amendments to Clauses 3 and 4, I shall now put Clauses 2 to 4 together to
the vote of the House.

The question is:

"That clauses 2 to 4 stand part of the Bill."



The motion was adopted.

Clauses 2 to 4 were added to the Bill.

Clause 5 Amendment of Section 9
HON. DEPUTY SPEAKER: Shri K. Suresh is not present. Shri Bhartruhari Mahtab.
SHRI BHARTRUHARI MAHTAB : I beg to move:
"Page 3, forlines 9 to 11, insert,--

"(3) The Central Government may, in consultation with the State Government, appoint an officer of the State Government on the Board
of Regional Rural Banks, if the State Government recommends that it is necessary for the purpose of effective functioning of the
Regional Rural Banks.". (11)

Sir, it was interesting to hear our young Minister advising or educating us relating to the State Governments investment in the share capital.
Hearing this from the Union Government is nothing new on the part of the respective regional parties.

My amendment is, the Central Government may appoint an officer of the State Government on the Board of Regional Rural Banks, if it
considers necessary, for the purpose of effective functioning of the Regional Rural Banks.

The onus of effective functioning of the RRBs lies with the Central Government, the State Government and also with the sponsoring banks.
The ratio is divided as 15 per cent and 35 per cent. When the hon. Minister is suggesting that if the concerned States are so interested that their
share should not come down, then how much should they maintain? Is it 15 per cent? But the major stake is with the Union Government and also
with the sponsor banks that comes to 85 per cent. And this Bill clearly demonstrates that he will bring it down to 51 per cent even if the respective
State Government gives 15 per cent. I would like to educate myself on this point. Even if the State Government invests upto 15 per cent, that is the
maximum limit.

SHRI JAYANT SINHA: You can increase it and take the share....(Interruptions)

SHRI BHARTRUHARI MAHTAB : Then what for we have 50 per cent, 15 per cent and 35 per cent? This flexibility is our concern. The flexibility here
is, if the Central Government or the Union Government wants to withdraw and give it to the private players, it can do it. That is our concern. The
respective State Governments can protect their interests in the Regional Rural Banks. But the concern is, the Central Government withdraws and
gives it to the private players. Whose interest is being compromised? ...(Interruptions) I have to explain. I have to have my say. ...( Interruptions) It
is not so simple Shri Meghwal, because ultimately there were ten Reports on this. Why had the Finance Ministry considered ten Reports before
taking a decision like this? Why, Governors and Deputy-Governors, had given Reports? Why was the Government unable to take a decision? You have
a mandate and you are taking this decision today and you say that the previous Government was also contemplating to move such amendments. But
they did not move these amendments. It is your Government which is doing this. This Government is going to privatise the RRBs. That is my
allegation. By this method, you are bringing in private players. You want money to be invested in the RRBs. It is well and good. But is it necessary to
do this? Earlier, Rs. 2,200 crore were invested to lift up the RRBs. It is time this Government can also think of such a measure.

I am moving my amendment. Therefore, I am coming to my amendment. In clause 5, it is said: "Two directors shall be elected from the
shareholders including the shareholders referred to in sub-clause (i)". It is also said: "Three directors shall be elected from the shareholders
including shareholders referred to in sub-clauses (i) and (ii)." So, practically there are five directors. Over and above that, clause 3 of section 5 says,
'If the Government wishes to have one more director, it can do so". There my amendment is, allow the State Government on the Board of Regional
Rural Banks if the State Government recommends that it is necessary for the purpose of effective functioning of the Regional Rural Banks. That is my
amendment. I am moving my amendment.

SHRI JAYANT SINHA: Mr. Deputy-Speaker, Sir, responding to my senior colleague Shri Mahtab for his concern about privatization, I will just reiterate
what I said earlier What we are providing here is flexibility. We are not necessarily saying it should be private capital. In fact, what we are saying
very clearly is that the Central Government and the sponsoring bank, which today have 85 per cent, 50 per cent plus 35 per cent, can come down to
51 per cent. Now, the 34 per cent that they have released can be taken up by any one. We are not saying that the State Government is capped at 15
per cent. We are saying the State Government can take that 34 per cent. Because the State Government is taking the 34 per cent in this, I would
suggest, that it defeats the amendment that the hon. Member is presenting. As they increase it by 34 per cent, they have an opportunity to put
Independent Directors on the Board. So, both the things are taken care of. We are creating the flexibility. If the State Governments are so inclined
and so supportive of their Regional Rural Banks, then they should step in and, as I said, put their money where their mouth is. Thank you.

HON. DEPUTY-SPEAKER: I shall now put amendment no. 11 to clause 5 moved by Shri Bhartruhari Mahtab to the vote of the House.
The amendment was put and negatived,
HON. DEPUTY-SPEAKER: The question is:
"That clause 5 stand part of the Bill."
The motion was adopted.



Clause 5 was added to the Bill.

Clause 6 Substitution of new section for section 10
HON. DEPUTY-SPEAKER: Prof. Saugata Roy — not present.
The question is:
"That clause 6 stand part of the Bill."

The motion was adopted.
Clause 6 was added to the Bill,

Clause 7 was added to the Bifl.
Clause 1, the Enacting Formula and the Long Title were added to the Bill.

SHRI JAYANT SINHA: I beg to move:

"That the Bill be passed.

HON. DEPUTY-SPEAKER: The question is:
"That the Bill be passed.”

The motion was adopted.

HON. DEPUTY-SPEAKER: The motion is adopted and the Bill is passed.



