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NATIONAL CO-OPERATIVE AGRICULTURE & RURAL
DEVELOPMENT BANKS' FEDERATION LTD., MUMBAI.

ANNUAL GENERAL MEETING OF THE FEDERATION

NOTICE

Notice is hereby given, that the Annual General Meeting of the National Co-operative
Agriculture and Rural Development Banks' Federation Ltd., for the year 2011-12 will be
held on Tuesday, 7th August 2012 at 4.15 pm at Hotel Centaur, Srinagar (Jammu &
Kashmir) to transact the following business.

1. To confirm the proceedings of the Annual General Meeting of the Federation held on
28th September 2011 at Hotel Bawa International, Mumbai.
Consideration of Audited Statement of Accounts for the year 2011-12.
Disposal of surplus for the year 2011-12.
Consideration of the Statutory Report of Auditors for the year ended 31.3.2012.

Consideration of Compliance Report on Auditor's Remarks in Audit Report as on
31.3.2012.

Consideration of Annual Report for the year 2011-12.
Appointment of Statutory Auditors for the year 2012-13 and fixing audit fees.
Consideration of Annual Budget for the year 2013-14.

In accordance with the provisions of Multi State Cooperative Societies Act, 2002, and the
Byelaws of the Federation, the General Body shall consist of one representative of each
member bank of the Federation who shall be either Chairman/President or the Chief
Executive or a member of the Board of the member bank nominated by the Board of
Directors of the respective Bank by a resolution, or the Administrator, by whatever name
called, of a member bank where there is no Board. Accordingly, member banks are
advised to inform the Federation the name of their representative to the General Body
along with the resolution of the Board at least 10 days before the General Body Meeting.

By Order of the Board of Management

Sd/-
Place : Navi Mumbai (K.K. Ravindran)
Date : 04-07-2012 Managing Director
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Indian economy is estimated to grow by 6.9% in 2011-12, indicating a slowdown

I. ECONOMIC SCENE

compared not just to the previous two years, when the economy grew by 8.4%, but also from
2003 to 2011, except 2008-09 economic downturn, when the growth rate was 6.7%. With
agriculture and services continuing to perform well, the slowdown can be attributed to
weakening industrial growth. The services sector continues to be a star performer as its
share in GDP has climbed from 58% in 2010-11 to 59% in 2011-12 with a growth rate of
9.4%. Similarly, agriculture and allied sectors are estimated to achieve a growth rate of 2.5%
in 2011-12 with foodgrains production likely to cross 250.42 million tonnes owing to
increase in the production of rice in some States. The industrial sector has performed poorly,
retreating to a 27% share of the GDP. Overall growth during April-December 2011 reached
3.6% compared to 8.3% in the corresponding period of the previous year.

Agriculture including allied activities, accounted for 14.5% of gross domestic product
(GDP) at 2004-05 prices, in 2010-11 as compared to 14.7% in 2009-10. In terms of
composition, out of the total share of 14.5% that agriculture and allied sectors had in GDPin
2010-11, agriculture alone accounted for 12.3%, followed by forestry and logging at 1.4%
and fishing at 0.7%. The average annual growth in agriculture and allied sectors realized
during the first four years of the Eleventh Plan Period, i.e. 2007-08 to 2010-11, is 3.5%
against the targeted growth rate of 4%. As per the second Advance Estimates, production of
foodgrains during 2011-12 is estimated at an all time record level of 250.42 million tonnes
which is a significant achievement mainly due to increase in the production of rice and
wheat. The target of credit flow for the year 2011-12 has been fixed at I4,75,000 crore and
achievement as on November 2011 is ¥2,94,023 crore.

The area coverage under foodgrains during 2011-12 stood at 1254.92 lakh ha compared
to 1267.65 lakh ha last year. The lower area under foodgrains has been due to a shortfall in

the area under jowar in Maharashtra, Rajasthan and Gujarat; bajra in Maharashtra,

Gujarat and Haryana; and in pulses in Maharashtra, Uttar Pradesh, Andhra Pradesh, and
Rajasthan. However the area under coarse cereals and oilseeds has also come down as
compared to the previous year. The area coverage under rice during 2011-12 is around
444.06 lakh ha which 15.44 lakh is ha more than the previous year. The area coverage under
sugarcane during the current year has slightly improved to 50.81 lakh ha, higher by about
1.96 lakh hectares as compared to the previous year, and the area under cotton has
increased significantly to 121.78 lakh ha as compared to 112.35 lakh ha during 2010-11.

The Survey points out that inflation as measured by the wholesale price index (WPI) was
high during most of the current fiscal year, though by year end there has been a clear
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slowdown in price rise. Food inflation, in particular, has come down significantly. Monetary
policy was tightened by the Reserve Bank of India (RBI) to control inflation and curb
inflationary expectations. The year witnessed a sharp increase in interest rates that resulted

in higher costs of borrowings; and other rising costs affecting profitability and, thereby,
internal accruals that could be used to finance investment.

The Economic Survey expects the growth rate of real GDP to pick up to 7.6% in 2012-13
and faster beyond that. The main reason for a slower recovery is the decline in overall
investment rate. Gross capital formation during the third quarter of 2011-12 as a ratio of
GDP was at 30%, down from 32% one year ago. As fiscal consolidation gets back to track,
savings and capital formation should begin to rise; moreover, with the easing of inflationary
pressures in the months to come, there could be a reduction in policy rates by RBI, which
should encourage investment activity and have a positive impact on growth. Preliminary
calculations suggest that the growth rate of GDP in 2013-14 will be 8.6%. These projections
are based on assumptions regarding factors like normal monsoons, reasonably stable
international prices, particularly oil prices, and global growth somewhere between where it
now stands and 0.5% higher. The Global economy remains quite fragile and concerted
efforts will be needed through G-20 and other forums to restore stability and renewed
growth, including addressing the sovereign debt crisis, financial regulation, growth and job
creation efforts and energy security.

The Economic Survey suggests that the progressive deregulation of interest rates on
savings accounts will help raise financial savings and improve transmission of monetary
policy. Other key areas include the deepening of domestic financial markets, especially
corporate bond market and attracting longer-term inflows from abroad. During the first half
of 2011-12, India's export growth was a high 40.5%, but has been decelerating since.
Imports have growth rapidly, by 30.4% during 2011-12 (April-December). Similarly,
country's Balance of Payments has widened to $ 32.8 billion in the first half of 2011-12,
compared to $29.6 billion during the corresponding period of 2010-11. The foreign exchange
reserves increased from US $ 279 billion at end March 2010 to US $ 305 billion at end March
2011. Reserves varied from an all-time peak of US$ 322.2 billion at end August, 2011 and a
low of US $ 292.8 billion at end-January, 2012.

The Survey recognizes that sustainable development and climate change are becoming
central areas of global concern and India too is equally concerned and engaged
constructively in global negotiations. Climate change challenges ahead are large and India is
doing more than its fair share in reducing its energy-intensity of growth. India is now much
more closely integrated with the world economy as its share of trade to GDP of goods and
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services has tripled between 1990-2010. At the same time, the extent of financial
integration, measured by flows of capital as a share of GDP, has also increased dramatically

and the role of India in the world economy has commensurately expanded, along with the
other major members of emerging markets.

(Ref. Economic Survey 2011-12)

II. COOPERATIVE LONG TERM CREDIT STRUCTURE OVERVIEW

Rural Cooperative Credit System in India evolved into two separate streams for ST credit
and LT credit. The Long Term Credit Structure had its beginning in the early 1920s with the
establishment of Land Mortgage Banks to provide long term loans to farmers to redeem their
prior debts. The first Land Mortgage Bank was established in 1920 in Punjab followed by
establishment of large number of such banks in all provinces. The first Central Land
Mortgage Bank started functioning in Madras to centralize the issue of debentures and to
coordinate the working of Primary Land Mortgage Banks. The Bombay Banking Enquiry
Committee (1930) mentioned about the inadequacy of resources of primary credit societies
to undertake long term lending and advocated formation of Land Mortgage Banks to meet

long term credit needs of farmers. The 1930s and 40s witnessed mushroom growth of Land

Mortgage Banks throughout the country without any uniform pattern with regard to their
size and operations. The All India Rural Credit Survey Committee recommended
reorganization of Land Mortgage Banks with a State level apex body and Primary Land
Mortgage Banks at taluka level affiliated to it. The Committee also assigned a developmental
role to the Land Mortgage Banks by diversifying their operations into investment credit for
agriculture. Central Land Mortgage Banks were established in almost all States during the
IT Five Year Plan which became State Cooperative Land Development Banks and in the 90s
as State Cooperative Agriculture & Rural Development Banks.

The contributions of Agriculture & Rural Development Banks (ARDBs) to the
development of Indian agriculture have been quite significant in the post Independence era.
ARDBs played a very important role in improving the productivity of land especially through
development of minor irrigation and facilitating farm mechanization in the 60s and 70s.
While continuing to promote capital formation in agriculture, these banks started financing
rural non-farm sector projects in a big way in the 80s and 90s which helped rural families to
increase their incomes substantially through value addition to their produce apart from
providing opportunities for alternate employment.

(s
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The training needs of about 25000 personnel of SCARDBs & PCARDBSs as well as elected
Board Members of the State & Primary ARDBs are largely met by JLTCS run by SCARDBs
with financial support from NABARD, Institutes of Co-operative Managements and Regional
Institutes of Co-operative Management (ICMs and RICMs) run by NCCT with funding
support from GOI & Regional Training Centres run by NABARD. Middle and Senior level
personnel are trained mainly at VAMNICOM & CAB, Pune & BIRD, Lucknow and National
Institute for Rural Banking, Bangalore.

While MIS (Management Information System) has been computerized by almost all
SCARDBS, entire operations at all levels have been fully computerized by Kerala & Punjab
SCARDBSs. Computerization of operations is at varying stages of progress with regard to
other major SCARDBs.

The LT Structure has done commendable work in speeding up capital formation in
agriculture. The performance of ARDBs, however, started declining since the latter part of
90s mainly due to inherent deficiencies associated with their design as non-resource based
specialized term lending agencies, severely restricting their ability to meet the financial
service needs of members adequately in competition with other rural financial institutions.

These deficiencies, coupled with impairments and infirmities in key areas of their
working due to factors internal as well as external to the system resulted in drastic
deterioration of the financial health and viability of these institutions during the last 10
years or so.

Loan recovery in the sector has been badly affected after the announcement of ADWDR
Scheme in February 2008. Frequent natural calamities affecting crops, govt interferences
in the recovery process have also contributed to the trend of increasing overdues and NPAs.
Though loan recovery registered substantial improvement in the last two years, most of the
banks are yet to reach a zone of comfortable level.

Governance at State and Primary level ARDBs are impaired by a host of factors. Lack of
autonomy and operational freedom, absence of elected board in majority of institutions,
appointment of CEOs by Government without proper selection process, frequent change of
CEOs, lack of professionals in various operational disciplines, inadequate training & HRD
efforts, Government interferences in the management of the banks etc. are the major
factors, responsible for poor governance.

In spite of these deficiencies, the structure continues to be relevant and needs to be
revived to arrest the rapid fall in the proportion of investment credit in the total flow of farm
credit. The revitalization of the structure, involves transformation of SCARDBs and
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PCARDBESs into self reliant autonomous member driven organizations, capable of delivering

financial services to the rural sector effectively, in a competitive environment, with focus on
capital formation in agriculture.

III. DEVELOPMENTS DURING 2011-12 HIGHLIGHTS
1. Preparedness of ARDBs for Revival

During the year under report, Federation and SCARDBs vigorously pursued the
recommendations of Zonal Seminars on Preparedness of ARDBs for Revival which was held
during January-February 2012.

Zonal Seminars focused on actions required to be initiated by SCARDBs and PCARDBs
to address their present challenges in the areas of loan recovery, resource mobilization and
business development for preparing themselves for revival. The Standing Committee of
CEOs of SCARDBs finalized draft guidelines to SCARDBs for implementing the
recommendations of Zonal Seminars in the above areas. These draft guidelines were
approved by the Board in its 133rd Meeting at Hyderabad on July 29, 2011 which were
subsequently circulated to member banks for necessary action. The salient aspects of these
guidelines are furnished below.

Business expansion and diversification

Most of the institutions in the structure are operating at business levels which are
grossly inadequate to meet their management and risk costs. Attaining break even business
levels within a period of 3-5 years is vital for their revival. The structure also needs to

increase its share in investment credit in each State to prove its relevance. Further a range

of short term and long term products needs to be developed to meet the varied credit needs of
members. Supplementing investment credit with short term loans are particularly essential
for the following reasons:-

(i) To make available working capital/production credit to derive full benefits of
assets created out of investment credit.

(ii) To end dependence of members on informal sources for short term credit.

(iij) To increase frequency of contacts with borrowers which is necessary for
improving loan recovery.

(iv)  Toattainviable business levels.

The structure in many States especially where it operates through district level
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PCARDBSs need to expand their net work and outreach significantly through opening field
offices /contact points in interior places.

The Business Development Plans of ARDBs should devote renewed attention on the
following:-

(i) Development of minor irrigation /micro irrigation systems.
(ii) Issuing KCC to their members to streamline the process of purveying credit.

To pursue group approach especially in financing lessee/tenant farmers,
agricultural labourers and tribal farmers.

Issuing crop loans with refinance from NABARD.

Extending cash credit facility to long term borrowers who are prompt in
repayment based on repaying capacity and existing security.

To explore avenues for generating revenue from non-fund based businesses
like sale of insurance products to borrowers, arranging/outsourcing
remittances /DD facilities through tie-up with banks etc.

Resource mobilization

A. Deposits

Business development plans of ARDBs cannot be executed effectively without raising
substantial own resources through deposits.

NABARD with the approval of RBI permitted SCARDBs to accept fixed deposits of 1-3
years duration from public upto its net worth vide guidelines on deposit mobilization issued
in 1997. However, the scheme did not succeed in raising substantial resources in any State
due to restrictions in accepting short term deposits and exclusion of primaries from the
scheme.

The Zonal Seminars in the above context recommended confining deposit mobilization
programme of ARDBs to member deposits which are outside the regulatory framework of
RBI/NABARD. It was observed that SCARDBs have huge potential to mobilize rural
deposits on account of its statewide jurisdiction and large member base. Moreover,
mobilization of members savings is an essential function of credit cooperatives and also an
important tool for financial inclusion. As recommended by Zonal Seminars, the Federation
issued detailed guidelines on deposit mobilization suggesting deposit schemes suitable for
ARDBs as well as working instructions for implementing deposit schemes and deploying the
resources mobilized through deposits.
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(i) Thrift Deposits from members

Thrift deposits are suitable and advantageous for ARDBs in terms of cost of funds and
retention of available balance for longer periods compared to other kinds of deposits.
SCARDBSs should make opening of thrift deposit account compulsory for all members
with an initial deposit 0of 500 through appropriate board decisions/provisions in the
byelaws.

Member can make deposits in the account whenever he wants and withdraw any
amount over and above the minimum balance of 500 using a withdrawal slip, any
time he needs money, without restrictions.

The collection points of deposits shall be PCARDBs or its branches as well as
branches of SCARDBs.

Rate of interest shall be 4% p.a. on monthly average balance as applicable to savings
bank accounts with banks. The interest should be worked out and credited to the
account on 31st March and 30th September every year.

SCARDBSs to introduce quarterly 'Lucky Draw Scheme' for thrift deposits having
balance above I5000 in the account throughout the quarter with the following
features:-

i) There shall be four quarterly draws every year.

(ii) Total value of prizes given away during the year shall not exceed 1% of total
deposits outstanding in accounts eligible for participating in the draw.

(iii) For each draw, there shall be a bumper prize such as
motorcar/motorcycle/power tiller etc depending upon the amount that can be
set apart for giving the prizes.

There shall also be a number of other prizes in each draw such as ceiling fans,
mobile phones, cash prizes etc depending on the number of eligible accounts as
well as the amount available for giving the prizes.

The bumper prizes for each draw should be arranged in advance and its image
should be exhibited in all deposit collection points along with other details of
prizes.

Recurring Deposits

Members can open recurring deposits for depositing a fixed amount on a monthly
basis. The maturity value of recurring deposits with interest accrued is withdrawable
on completing the period of recurring deposit account which can be 12 months, 24
months, 36 months etc.

(o]
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Fixed deposits are taken for a fixed period, the minimum of which may be 3 months in

Fixed Deposits

the case of ARDBs at a specific interest rate with options of interest payable on
quarterly basis or capitalized quarterly and payable on maturity.

Cash Certificates

Cash certificates of 5000 or 10000 can be issued for three years or five years at a
discounted prize depending on the rate offered and the period of deposit. Cash
certificate scheme suits certain class of depositors and will also be convenient for the
bank from the purview of accounting and servicing of deposits.

Share Capital Converted Deposits

Instead of repaying shares on closure of loan, the bank may convert the shares into
fixed deposits or cash certificates with assured returns to the member.

Working instructions for implementing deposit schemes

Banks to ensure that all depositors are enrolled as members.

In federal structure, member deposits can be collected only by primaries which needs
to be transferred to SCARDBs for proper management and deployment of funds.

It should be ensured that deposits outstanding at the primary level at the end of every
month should be equivalent to their deposits outstanding with the SCARDB.

SCARDBs and PCARDBSs should use on-line real time fund transfer facilities (through
NEFT/RTGS) offered by banks for transfer of funds to avoid transit delays and
minimize bank charges.

SCARDBSs to pay interest on deposits by primaries at 1% more than the average cost of
deposits for primaries to defray the cost of collection, accounting and servicing.

All deposit taking primaries need to avail overdraft limit from a bank close to it, in

order to ensure timely liquidity to pay interest and meeting withdrawal demand.

The interest on overdraft availed by the PCARDB for timely servicing of deposits
should be met by the SCARDB which is the ultimate custodian of deposits collected by
the PCARDB.

Deposit resources should be used mainly for issuing non agricultural short term
loans, the interest rate of which may be linked to the actual cost of funds for the
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SCARDB including interest on overdraft drawals reimbursed to the primaries (for

servicing the deposits) with a margin of 5% per annum for the structure as a whole to
cover transaction and risk costs.

The rate of interest on deposits may be fixed at 1% above the prevailing rate of banks
to encourage savings by members.

Banks to ensure auto renewal of deposits for the same tenure as original deposit at the
prevailing interest rate when the depositor does not approach for closure of deposit
account on maturity.

Banks should obtain nomination from all depositors along with deposit application.

Passbook should be issued for thrift deposit accounts and recurring deposit
accounts.

The terms and conditions of deposits should be mentioned in the deposit application
form which should also include a clause for giving one day's notice by the depositor for
withdrawal of the amount of deposit on maturity especially in respect of high value
deposits.

There is no need for TDS deduction from interest earned by member on deposits since
such incomes of the member received from a cooperative is exempted from income tax
under the principle of mutuality.

The interest rates on various types of deposits and lending rates on short term loans
being issued out of deposit funds are to be fixed by a Committee at the SCARDB level

consisting of Chairman, CEO, CGM and GMs in-charge of Finance and Advances,

periodically, based on general interest rate scenario.

SCARDBSs to invest not less than 50% of total deposits in securities and bank deposits
for maintaining liquidity and ensuring safety of funds. Balance amount should be
deployed in short term credit products.

Following short term credit products should be implemented through PCADBs for
this purpose.

(i) Jewel loans

(i) General Cash Credit Scheme to prompt repayers of long term loans
(ii) Consumer durableloans

(iv)  Tradersloans
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All deposit schemes should be given good publicity through advertisements and other
means.

A separate budget for advertisement not exceeding 2% of the average level of
outstanding deposits during the year should be allocated.

Deposit mobilization may be started in centres where building and other
infrastructure are good.

Banks may also modernize buildings and other infrastructure in the branches for
launching deposit schemes.

Concerned staffin such centres should be given necessary training.

Appropriate incentives to staff should be considered for encouraging deposit
mobilization and enrolling new membership with deposit account who can
subsequently become borrowing members also.

SCARDBs should fix branchwise/PCARDBwise monthly targets for deposit
mobilization. The achievement of targets should be reviewed at Branch /Region/H.O.
level.

Loans upto 90% of fixed deposits can be sanctioned at interest rate of 1% above the
depositrate.

SCARDBSs to give detailed instructions to PCARDBs and branches regarding books to
be maintained, arrangements for transfer of funds to SCARDB, opening of overdraft
account with a bank for servicing of deposits including timely refund of deposits on
maturity, printing and custody of blank fixed deposit receipts, method of interest
application in deposit accounts, procedure regarding premature closing, sanctioning
loan on the security of deposits, minimum balance to be maintained in thrift deposits,
quarterly statement regarding thrift accounts eligible for quarterly lucky draw,
returns to be sent to SCARDB on deposit outstanding, collections, refund etc and the
periodicity of the same.

B. Refinance from NABARD

Long term funds by way of refinance from NABARD are vital for ARDBs to fulfill their

mandate for providing long term loans to farmers. Traditionally, SCARDBs are dependent

on NABARD's refinance for advancing loans and NABARD used to meet the resource needs of

ARDBs more or less adequately. This helped the structure to maintain viable business
levels till the end of 90s. But there has been a marked shift in the refinance policy of NABARD
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with regard to SCARDBs during the last 10 years resulting in reduction in number of banks

eligible for refinance as well as drastic decrease in the share of refinance for investment
credit allocated to SCARDBs.

During 2011-12 only 9 out of 19 SCARDBs were given refinance by NABARD. Outof11
SCARDBSs who got refinance during 2010-11, Chattisgarh and Himachal Pradesh could not
make any drawals during 2011-12 as they did not obtain State Govt's approval for switch
over to loan system which was introduced by NABARD in September 2011. Tamil Nadu,
Gujarat and Pondicherry SCARDBs even though fulfill qualitative norms for refinance
eligibility are unable to draw refinance due to non availability of govt guarantee. Tamil Nadu
and Gujarat SCARDBs are expected to obtain govt guarantee from 2012-13 while NABARD
has to take a view regarding the acceptability of guarantee being offered by Govt of
Pondicherry. The chances of reviving refinance support to other SCARDBs depend on their
revival under the proposed package recommended by Vaidyanathan Task Force II or
through initiatives by State Govts concerned.

Refinance eligibility of SCARDBEs is linked to apex level recovery position. In spite of
substantial improvement in ground level recovery, apex level recovery percentage in some of
the federal SCARDBs did not show any improvement due to huge excess demand of
SCARDBSs to PCARDBs on account of imbalances. SCARDBs need to reschedule such
excess demand for a period of 10 years to minimize the impact of imbalances on its DCB
position.

C. Refinance support from Central and State Govts

NABARD has recently scaled down the quantum of refinance to SCARDBs uniformly to
90% of loans issued from almost 96% on the average prior to that. Being non resource based
institutions, SCARDBs cannot meet this gap without refinance support of Central and State
Govts at the enhanced rate of 5% each compared to about 2% before. NABARD has
introduced loan system for its portion of refinance, whereas Central and State Govts can
extend support only through subscriptions in Debentures. SCARDBS, therefore, have to
continue debenture system for drawing govts share of refinance. While Central Govt has
agreed to continue its subscription to debentures of SCARDBSs at the enhanced rate of 5% of
loans issued on matching basis with State Govt., SCARDBs should approach State Govts
concerned for ensuringits subscriptions on matching basis.

D. Support from NCDC/Commercial Banks

NCDC funds help the structure to meet the short term credit needs of members. The line
of credit to SCARDBs extended by NCDC is presently availed by a few banks based on pledge

(13]
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of FDS/govt guarantee. Commercial banks have also shown interest in giving loans to

SCARDBSs with sound financials. SCARDBs should evolve appropriate short term/medium
term products that can be financed through funding support from commercial banks.

Recovery strategies

ARDBs need to achieve substantial improvement in loan recovery for fund recycling,
realizing margins and improving eligibility for enhanced refinance /borrowing limits.

Banks have been advised to follow practices/procedures/systems which are found
effective in improving recovery performance.

Good lending

Following practices, which enhance the quality of lending, have increased the success
rate of projects financed and reduced the incidence of loan default.

Selecting genuine borrowers.
Realistic assessment of repaying capacity and risk profile of the loan applicant.
Following customer friendly loan procedure which reduces time lag in sanctioning
loans.

° Minimising the number of times the applicant is required to visit the bank for
completing the loan procedure and documentation.
Ensuring that the borrower has access to quality inputs and other support services.
Ensuring access to working capital /crop loans.

Shorter loan period based on overall repaying capacity of the borrower, to facilitate faster
recycling of funds and improvement in the liquidity position of the bank.

Monthly instalments

Fixing monthly instalments facilitates early detection of repayment problems and
making corrective measures possible before the overdue amount becomes too large to
regularize the account. Itis appropriate to fix monthly repaying instalments in respect of all
kinds of non farm sector loans and allied activities with continuous flow of income as well as
in cases where the loanees have monthly income from other sources.

Continued financial support through short term loans/cash credit

Continued financial support is required to maintain frequent contacts with the
borrower, to reduce his dependence on informal sources of credit, and to ensure that assets
created out of investment credit are fully utilized.
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Some banks have introduced schemes to reward prompt repayers by giving prizes,

Recognition/incentives to prompt repayers

interest incentive, priority in sanctioning fresh loans, cash credit limit etc. Such incentives
motivate prompt repayers to maintain that status and defaulters to become prompt
repayers.

Linking staff benefits to recovery and realized net margins of branches/PCARDB

Some banks have linked release of additional benefits to staff with the realized net
margins of the branch /PARDB leading to better results in recovery.

Legal recovery measures

The banks need to pursue legal recovery measures when two instalments become
overdue. In some states, the policy of state govt is not in favour of recovery of loan through
sale of land. The banks in such situations should pursue other measures such as
attachment and sale of moveable properties of the borrower for recovering overdue
instalments. Sale of land becomes necessary only when the loan account is foreclosed and
the entire amount outstanding has to be recovered in lumpsum. However, banks can avoid
the necessity to foreclose loans if they take effective measures to collect defaulted
instalments.

Rescheduling of demand in genuine cases

Rescheduling of demand in respect of an individual borrower can be done by the bank if
the borrower is not in a position to pay the instalment due to genuine reasons. Such
reschedulements, however, will not be eligible for corresponding reschedulement of demand
at the level of higher financing agencies including NABARD. Similarly, in federal structure
the total demand including arrear demand of SCARDBs to primaries are substantially
higher than the demand of primaries with their members as well as its repayment liabilities
to creditors. SCARDBs in such cases may block and reschedule the excess demand to
primaries for 10 years in order to make its demand realistic and comparable with demand of
primaries at the ground level.

Restructuring

SCARDBSs have been advised to classify PCARDBs and branches into viable, potentially
viable and non viable based on business levels vis-a-vis establishment cost, recovery
performance, working results, staff productivity etc. and prepare branchwise/PCARDBwise
action plans for strengthening viable units and to attain viability within a reasonable period

(15 ]
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by potentially viable units. Banks also need to evolve an exit policy for non viable units.

SCARDBSs have to evolve strategies to increase outreach. While network expansion
through opening branches is not possible in the short run banks, should increase contact
points in interior locations in rural areas, visited by its staff in alternate days, tying up with
local institutes, NGOs etc.

HRD and Training

Introducing special training programmes for elected directors which may be made
mandatory for first time directors. SCARDBs to prepare a two-day training programme for
the same covering the following areas.

(i) Relevant provisions of Act, Rules and Byelaws.

(i) Vision, mission and functions of ARDBs.

(ii)  Roles, rights and responsibilities of elected directors including dos and donts.
(ivy  Readingfinancial statements with reference to an ARDB.

(v) Trends and developments in the long term cooperative credit structure.

SCARDBSs should evolve crash training programmes in deposit mobilization and short
term lending to cover all staff concerned.

Staff training needs to be encouraged by providing incentives of additional increments to
staff for acquiring additional qualifications like CAIIB.

Banks need to make fresh recruitment in sync with business expansion and also should
recruit a few professionals in the HO to strengthen middle level management.

2. Shiftsin the refinance policy of NABARD

Investment credit with refinance support of NABARD is the only business of most of the
institutions in LTCCS. There has been a steady decline in the business levels of these banks
in the last five years due to reduced allocation of refinance by NABARD. NABARD's
disbursement of refinance to SCARDBSs during the last five years have come down both in
absolute and relative terms. The yearly allocation of refinance given to SCARDBs are
generally less than their repayments to NABARD during this period. This has happened
primarily due to changes in the refinance policies of NABARD, resulting in substantial
erosion in the refinance eligibility of banks. The year under report witnessed further
tightening of refinance policies by NABARD.
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As per existing eligibility norms of NABARD, only those SCARDBs with recovery more

A. Eligibility norms

than 70% are eligible for enhanced refinance allocations over the previous year. When
recovery of agricultural loans is hampered by a host of factors beyond the control of banks,
none of the banks could cross the above benchmark for higher refinance eligibility.

At present almost all banks are operating at business levels significantly less than the
minimum level required to meet their transaction and risk costs. Substantial increase in
business levels within a short period is vital to restore the viability of these institutions.
Enhanced refinance allocations by NABARD is a necessary condition to achieve this. The
present refinance policy of NABARD with regard to ARDBs need to be reviewed on the above
background. Under the existing policy, NABARD does not consider any amount of
improvement in recovery for enhanced refinance allocations until the recovery percentage
reaches at 70%. A bank achieving improvement in recovery over the previous year
irrespective of any cut off level deserves higher refinance allocation to sustain that trend and
improve its viability in terms of business levels.

B. Refinance against crop loans

NABARD started providing refinance support to SCARDBs for giving crop loans to their
members who availed investment credit from 2008-09. However, the scheme did not find
favour with the SCARDBSs due to the following reasons:-

Lack of separate allocation of funds for issuing crop loans

Most of the banks are unable to use a part of limited allocations given for investment
credit which itself is insufficient. Kerala and Rajasthan which are issuing crop loans also
faced the following difficulties.

(i) Banks experience a time lag upto six months in getting refinance resulting in heavy
losses on account of doubling costly funds at 7% interest. It is pointed out that
NABARD does not follow a system of providing refinance against crop loans on a
concurrent basis.

(i) The crop loans of Rs.220 crore issued by these banks during 2011-12 have not been
refinanced so far reportedly on account of lack of clearance from Ministry of Finance.
This has caused heavy losses to these banks. The requests of these banks as well as
Federation for a helpful response from NABARD to rescue them from the crisis which
has accrued only due to the inability of NABARD to continue its refinance, have not
yielded any result.
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NABARD introduced loan system to provide its share of refinance to SCARDBs instead of

C. Introduction ofloan system

through subscription to debentures with effect from 2 September 2011.

In the early 90s, Federation proposed loan system in order to simplify the cumbersome
procedure involved in drawing refinance from NABARD through debentures. It was also
thought that loan system would facilitate drawal of refinance by SCARDBs without govt
guarantee since govt guarantee was mandatory for debentures. Federation also suggested
continuing debenture system in respect of Central and State Govts' share of debentures
since SCARDBs did not have own sources of funds to finance loans not covered by NABARD's
refinance. NABARD, however, did not proceed further in the matter after some initial
discussions with the Federation and SCARDBs. There were no further discussions on this
proposal with the Federation at any time during the last 10 years.

In the above context, the sudden announcement of NABARD to switch over to loan
system came as a surprise. It is also seen that instead of streamlining policies and
procedure, NABARD made it more restrictive and tighter while introducing loan system
contrary to suggestions made by the sector.

Introduction of loan system midway through the year without giving time for completing
preparedness at the level of SCARDBs and State Govts added to the delay in drawing
refinance causing substantial financial losses to the bank, apart from slowing down lending
programme in the absence of funds recycling. This delay also made banks to draw refinance
at substantially higher interest rate due to repeated hikes in interest on refinance in the
interregnum.

D. Changes in the conditions of refinance

NABARD has introduced following major changes in the conditions of refinance to
SCARDBSs along with switch over to loan system.
(i) Downscaling refinance to 90% of loans issued uniformly for all purposes.

(ii) Withdrawal of two year extension in repaying refinance compared to the period of
corresponding loans.

(iiij  Halfyearly due dates for payment of interest.

These changes adversely impact the viable functioning of SCARDBs in the following ways.

(i) Being non resource based, SCARDBs are unable to meet 10% shortfall in refinance.
This shortfall will severely affect their lending programme unless fully met by Central
and State Govts.
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(i) 2 year additional period for repaying refinance enabled SCARDBSs to partially cover
overdues at farmer level. Timely repayment of dues to NABARD would become

difficult without this cushion. Withdrawal of 2 year cushion, therefore, tends to
increase the chances of SCARDBSs defaulting repayment to NABARD.

E. Risk profiling of SCARDBs

NABARD started the process of risk profiling of SCARDBS for the purpose of refinance
allocation completely discarding the fact that timely repayment of the funds given to them is
guaranteed by State Govts. The structure had incurred heavy losses on account of govt
policies which are yet to be compensated by the proposed package recommended by
Vaidyanathan Task Force. Risk profiling of SCARDBS before recapitalization and reforms in
this context should not result in further reduction in number of SCARDBSs eligible for
support and also reduction in the quantum of support given to eligible banks. Further
reduction in refinance support to these banks will not only dampen their chances of revival
but also will aggravate the credit crisis faced by their members.

F. Audit by chartered accountants

NABARD has instructed SCARDBs to arrange audit of annual accounts by chartered
accountants being selected from the panel approved by NABARD from 2011-12. The audit
by Chartered Accountants will be independent of statutory audit if it is done by cooperative
department. NABARD proposes to link eligibility and quantum of allocations to SCARDBs
to their financial position as being revealed in the proposed audit.

While audit by chartered accountants will facilitate timely completion of audit, it will
lead to doubling of audit cost in terms of audit fee and staff to be deployed for the purpose, in
States where statutory audit has to be done by the department.

As mentioned earlier, in the absence of recapitalization, financial health of most of the
SCARDBSs are not in the best of shape. Financial position, therefore, should not be the main
criterion for fixing the refinance eligibility of SCARDBs at this stage, especially when its
refinance to SCARDBs is completely risk free as its repayment is guaranteed by the Govt.

However, it will be a welcome step if the intention is to introduce a system to identify
areas to be addressed to improve the credit rating of ARDBs and to do away with govt
guarantee for refinance in due course.

3. International Year of Cooperatives 2012

United Nations has declared 2012 as International Year of Cooperatives with the theme
'Cooperative Enterprises build a Better World', throwing attention to the important role of
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cooperatives in promoting social and economic development and also underlying the
entrepreneurial character of cooperatives. The focus of International Year of Cooperatives
2012 will be to raise public awareness of cooperatives in their diversity especially among the
young population. The IYC aims at increasing public recognition of cooperatives and
enhance its socio economic impact resulting in creation of enabling policy and legislation for
cooperative formation and growth.

The Federation welcomes UN IYC 2012 as a big opportunity to create awareness among
general public about the unique advantages of cooperatives and its contributions to socio
economic development with focus on the role performed by ARDBs in rural development
through its contributions to rural employment and incomes. The Board of Management of
the Federation decided to identify, document and popularize success stories of outstanding
performance by institutions in the structure and projects financed by ARDBs with
remarkable success as part of IYC celebrations. Federation has also issued guidelines on
programmes to celebrate UNIYC 2012 which included documenting success stories, holding
conventions at regional and local levels, special programme to support youth entrepreneurs
in rural areas and state level essay competitions on subjects relevant to cooperation and
cooperative business model at high school and college levels.

4. Revitalisation Package for Cooperative Long Term Rural Credit Structure

The package for reviving institutions in the Long Term Cooperative Credit Structure
continues to be a non starter in spite of its announcement in the Union Budget 2008-09 and
the Union Cabinet given its approval to the scheme in February 2009. Subsequently, the
Task Force appointed by the Govt under the chairmanship of Shri G.C. Chaturvedi to review
the scheme also recommended its implementation with a revised outlay and with some
changes in the eligibility norms. The Federation continued efforts to expedite the
implementation of the scheme through delegations to Union Finance Minister, State
Minister of Finance and representations at various levels in the Govt. Most of the State
Govts also took up the issue of continuing delay in implementing the package with the
Central Govt. The Finance Minister in reply to a question moved by Ms. Anusuya Uiki, M.P.,
informed the Rajya Sabha on 30th August 2011 that the revival package for LTCCS was
under consideration of the Govt. The Ministry of Finance in October 2011 also informed
Hon'ble President of India who made a reference to the Ministry on this issue that the revival
package for LTCCS would be finalized soon. However, it is a matter of grave concern that
proposal has not reached the stage of implementation in spite of assurances given by the
Govt.
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The interest rate on NABARD refinance continued its upward trend during the year. The

5. Interestrates on NABARD's refinance to SCARDBs

present rate of interest on NABARD refinance is 10% p.a. with effect from 5 November 2011
compared to 7.25% in August 2010 and 9.15% at the beginning of the year.

Even though NABARD increases the rate of interest prospectively, its impact falls
retrospectively on ARDBs since the increased rate applies to loans already disbursed at
interest rates based on pre-revised cost of refinance including refinance applications of
SCARDBs with NABARD which are kept pending for disbursement. Consequently,
SCARDBSs had to draw refinance at rate of interest much higher than what was prevailing at
the time of disbursing loans. This difference sometimes exceeds the interest margins
available to the SCARDBSs resulting in negative net margins on a long term basis. Since
NABARD turned down the request to apply the revised interest rates only on refinance in
respect of loans issued from the date of revision, the issue is left to SCARDBSs to resolve. The
Federation suggested that SCARDBs should carry out one time revision of interest rates on
loans after drawal of refinance based on its actual cost. This suggestion is yet to be
implemented by all SCARDBs.

6. Union Budget2012-13 Highlights

Union budget 2012-13 was presented in the Parliament on 16 March 2012. While
presenting the Budget, Finance Minister listed the following objectives in fiscal management
in 2012-13.

(i) Focus on domestic demand driven growth.
(ii) Creating condition for rapid revival of growth in private investment.
(iii  Addressing supply bottlenecks in agriculture, energy and transport sectors.

(iv)  Decisive intervention to address the problem of malnutrition especially in the 200
high burden districts.

(v) Improving delivery systems, governance and transparency and addressing the
problem of money and corruption in public life.

The budget which was presented in the backdrop of declining investments and capital
formation during the three years in succession proposed a number of measures to
strengthen investment environment. These measures include the following:-

- Intention to pursue the proposal to allow 51% FDA in multi-brand retail.

- Rajiv Gandhi Equity Saving Scheme to provide income tax deduction upto 50% of

(2]
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direct investments in equity upto ¥50,000 by new investors in the income slab of
below %10 lakhs.

- Capital market reforms to simplify the process of IPOs.

- Renewed thrust on infrastructure by fixing a target of 50 lakh crores investments
during XIIth Plan.

- Adding more sectors for Viability Gap Funding under PPP mode.
- Defence PSUs in PPP mode.
- Setting up infrastructure Debt Fund of ¥8000 crores.
- Raising ¥60000 crores through tax free infrastructure bonds for financing
infrastructure.
Agriculture
Following are the highlights of budget proposals related to agriculture.

- Rashtriya Krishi Vikas Yojana to be continued with an outlay of 39,217 crore.

- Green Revolution initiative for Eastern India to be continued with an increased outlay
of 1,000 crore as against ¥400 crore last year.

- Merger of various sectoral schemes under the following National Missions during
XIIth Plan
(i) National Food Security Mission
(ii) National Mission on Sustainable Agriculture including Micro Irrigation
(ii)  National Mission on Oil Seeds and Oil Palm
(iv)  National Mission on Agricultural Extension and Technology

(v) National Horticultural Mission

Agricultural Credit

- Target for agricultural credit increased from ¥4,75,000 crore to 5,75,000 crore.

- 3% interest subvention for prompt repayment of crop loans upto I3 lakhs will
continue.

- Setting up of separate refinance fund for RRBs to advance crop loans.
- Kisan Credit Cards to be modified to Smart Cards usable in ATMs.

- Accelerated Irrigation Benefit Programme to be modified with 13% increase in outlay
to 314,242 crore.

(2]
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- Setting up of Irrigation and Water Resource Finance Company to raise resources for
large size irrigation projects.
- Creation of additional foodgrains storage facility.

- New centrally sponsored scheme for food processing titled National Mission on Food
Processing.

- Allocation under RIDF enhanced to 20,000 crore of which ¥5,000 crore earmarked
for additional warehousing facilities.

Budget estimates

- Gross Tax Receipts %10,77,612 crore.

- Net Tax Receipts to Centre I7,71,071 crore.

- Non-tax Revenue Receipts ¥1,64,614 crore.

- Total expenditure I14,90,925 crore.

- Transfers to State Govts I3,65,216 crore.

- Fiscal deficit 5.1% of GDP as against 5.9%in2011-12.

- Net internal borrowings to finance deficit ¥4.79 lakh crore.

Cooperation

The budget as usual lacks any reference to cooperative sector in spite of 2012 being
International Year of Cooperatives.

7. Suggestionsrelating to LTCCS submitted for consideration by the Government

The Federation has forwarded the following suggestions relating to ARDBs for
consideration by Government of India in the context of preparation of Union Budget 2012-13.

1) Issues relating to Package for Revival of Rural Cooperative Credit Structure
(Long Term)

Former Finance Minister in his Budget Speech 2008-09 had announced implementation
of Revival package for Long Term Cooperative Credit Structure based on the
recommendations of Vaidyanathan Task Force II. The Union Cabinet approved the final
package on 26 February 2009. However, the same could not be circulated to State
Governments for implementation, as General Elections of Summer 2009 was notified shortly
thereafter. After general elections, the Ministry of Finance instead of taking steps to
implement the package, appointed another Task Force under the Chairmanship of Shri G.C.

(2]



\\”/ 52nd

O Mt
Chaturvedi, then Additional Secretary(Finance), to review the package which was already
approved by the Cabinet. The Chaturvedi Task Force submitted its Report in February
2010, endorsing the same package with certain minor modifications. Subsequently, the
National Federation of State Co-op. Agriculture and Rural Development Banks, was
informed that Ministry of Finance was taking steps to finalise the package with the approval
of Union Cabinet. The matter is still pending with the Ministry of Finance, without any
progress.

The delay in finalizing and implementing the package has resulted in further weakening
of institutions in the Long Term Cooperative Credit Structure. The total losses incurred by
the structure as on 31.3.2010 were 5209 crores. Directed credit, regulated interest rates
without allowing required interest margins to meet transaction and risk costs, losses on
account of implementing Debt Waiver Schemes, high overdues on account of distress of
farmers etc., were the main reasons for the losses incurred by the structure.

The weaknesses of L.T. structure due to the above reasons as well as undue delay in
implementing the revival package based on the recommendations of VTF II has resulted in
drastic reduction in the availability of investment credit to farmers.

About 138 lakhs rural families, who have borrowed investment credit from ARDBSs, are
deprived of continued credit support, due to the weaknesses of structure. They are unable
to access credit from other agencies as their landholdings are already mortgaged to LTCCs.

The delay in implementing package, which was announced by the Government in the
Budget for 2008-09, and finally approved by the Cabinet in 26 February 2009, resulted in
loss of precious time to address the financial and institutional weaknesses of the structure
and credit crisis faced by large segments of farmers, mostly belonging to the category of
small and marginal farmers. The Government should, therefore, take early steps to
implement the revival package for LTCCs.

2) Extending the Interest Subvention Scheme for Crop Loans to SCARDBs

The farmers, who avail investment credit for agriculture from Long Term Cooperative
Credit Structure (State Cooperative Agriculture & Rural Development Banks and Primary
Cooperative Agriculture & Rural Development Banks) on the security of land, generally are
unable to access Crop Loans from other banks.

Since this affected nearly 135 lakh farmers, NABARD since 2007-08 has been giving
refinance to SCARDBS to issue crop loans to their members. NABARD however, stopped this
facility from the current financial year pointing out that the Interest Subvention Scheme of
GOl for crop loans is not extended to institutions in the LTCCs (SCARDBs and PCARDBS).
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The Federation has taken up this matter with GOI for extending the interest subvention
scheme for crop loans to farmers who avail crop loans from ARDBSs also.

Though it was assured that early decision would be taken to include ARDBs in the
purview of the interest subvention scheme for crop loans, the matter is still pending with
Ministry of Finance, resulting in denial of crop loans to farmers who are members of ARDBs
during the current year. Government may, therefore, take an early decision on the proposal
to extend interest subvention scheme for crop loans to farmers who avail crop loans from
ARDBs also.

3) Interest Rate for Investment Credit to Farmers

Government of India had taken steps to make available crop loans to farmers at 7%
interest with additional subvention of 3% for prompt repayment. The effective rate of
interest on short term crop loans has now come down to 4%. However, the high interest rate
on investment credit to farmers continues to be a matter of concern. Presently, NABARD
charges 10% interest on funds given to banks for advancing investment credit. At this rate,
farmers are required to pay not less than 14% for investment credit. Moreover, Government
has also not extended the additional interest subvention of 3% for prompt repayment to the
borrowers of investment credit. Hence, interest rate of investment credit is more than 3
times of the effective interest rate on short term agriculture credit. This is a huge
disincentive for investments in the farm sector at a time when capital formation in
agriculture is a high priority for achieving higher productivity and production.

Government, therefore, is requested to take following steps to address this issue.

i) Create a separate fund at the level of NABARD, similar to RIDF, using a portion of
shortfall in agricultural lending by commercial banks, for giving refinance to banks
for disbursements of investment credit. This will reduce the cost of funds at the level
of NABARD and banks which receive its refinance.

i) Government of India may extend the additional interest subvention of 3% for prompt
repayment of agricultural loans for investment credit also.

4) Refinance policy of NABARD

NABARD was set up with the mandate to meet the resource needs of cooperative rural
credit system for agricultural lending. Unfortunately, NABARD is not fulfilling its mandate
today. At present, more than 70% of its resource support for agriculture credit is going to
commercial banks, most of which have huge deficit in the required lending to agriculture out
of their own funds. There is no justification in NABARD allocating lion share of its resources

(25]
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to such commercial banks which actually does not result in additional credit flow at the
ground level. Commercial banks are actually using these funds for meeting their periodical
liquidity gaps rather than for lending to agriculture. Government should, therefore, instruct
NABARD to lend their funds only to those commercial banks which have exceeded the

minimum required lending to agriculture. Similarly, it should be ensured that minimum
50% of NABARD's funds should be lent to cooperative banking sector, every year.

5) Representation of Rural Co-operative Credit Structure in Board of Directors of
NABARD

There is a provision in the NABARD Act to include representatives of Co-operative Sector
in its Board of Directors. It is necessary that the Government appoints representatives of
Cooperative Rural Credit system, both short term and long term structures, in the Board of
NABARD under the above provision of Act to ensure their involvement and participation of
rural cooperative credit structure in evolving the policies of NABARD.

6) Income tax incentives to depositors of Agriculture & Rural Development Banks
(ARDBS)

The entire deposits collected by the Long Term Cooperative Credit Structure from its
members are used for giving investment credit leading to capital formation in agriculture
and rural sectors. However, these deposits are not made eligible for income tax rebate under
section 80c as applicable to deposits with scheduled commercial banks. The Government is
requested to make the deposits with Long Term Cooperative Credit Structure eligible for tax
rebate under section 80c of Income Tax Act.

7) Norms for converting ARDBs to fullfledged banks

At present, ARDBs are not banking institutions under the purview of BR Act 1949.
Consequently, ARDBs cannot access public deposits and meet the financial services needs
of their members like other rural financial institutions. Based on the recommendations of
Capoor Committee (1999) to convert ARDBs into fullfledged banks, RBI in the year 2001
constituted a Committee to evolve norms for giving banking licence to ARDBs. However, the
said Committee was subsequently dissolved before submitting a report. The Vaidyanathan
Task Force II in its report mentioned that 'if on date or in the future any entity within the
structure fulfills the conditions necessary for obtaining a banking licence, the banking
regulator can consider it on merits'. However, RBI has not so far prescribed the conditions
necessary for obtaining banking licence by ARDBs. RBI, therefore, needs to evolve such
norms to facilitate eligible ARDBs to obtain banking licence as recommended by
Vaidyanathan Task Force II.
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Establishment of Agriclinic and Agribusiness Centres (ACABC) Scheme

8. Important Circulars of NABARD

NABARD vide its Circular No. NB.ICD/ACABC-4/2011-12 Dt. 2 August 2011 had
updated their guidelines on ACABC scheme. The scheme is focused on to create gainful self-
employment opportunities for unemployed agricultural graduates, agricultural diploma
holders, intermediate in agriculture and biological science graduates with PG in Agri-related

courses.
Poultry Venture Capital Fund (Subsidy)

NABARD vide its Circular No. NB.ICD.GSS/858/PVCS-4/2011-12 Dt. 21 July 2011 has
revised Poultry Venture Capital Fund scheme. The earlier scheme of Poultry Venture Capital
Fund under which Interest Free Loan (IFL) was provided to the beneficiaries has been closed
on 31 March 2011. The revised scheme has been effective from 1 April 2011 with following

changes:-
Item Poultry Venture Capital Fund (IFL) Poultry Venture Capital Fund (Subsidy)
Assistance Interest free loan 50% of the outlay Capital subsidy 25% of outlay
extended (33.33% for SC & ST entrepreneurs and
North Eastern areas including Sikkim)
Interest Reimbursement of 50% of interest No interest subsidy
subsidy in case of regular accounts
New - Commercial layer and broiler units upto
components 5000 birds, rearing other species of poultry,
cold storage for poultry products, large
processing units, emu processing units,
feather processing units, technology
upgradation etc are included.
IFL/Subsidy | Bank has to sanction the project and Bank has to sanction and release first
Availment approach NABARD for sanction and installment of loan and then approach
release of interest free loan (IFL). NABARD for sanction and release of
Bank and IFL to be released eligible subsidy.
simultaneously.
Repayment Repayments received from the borrowers | No repayment to NABARD. Back ended
out of the IFL are to be remitted to capital subsidy to be adjusted at the end.
NABARD on prorate basis.

Study findings on Investment Portfolio and revised Investment Policy for SCARDBs

NABARD based on the findings of Investment Portfolio studies conducted in 6 SCARDBs
issued vide its circular No. NB.DoS.HO.POL./3082/J-1/2011-12 Dt. 11 November 2011 as
also revised Investment policy for SCARDBSs vide Circular No. NB.DoS.HO.POL/3510/J-
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1/2011-12 Dt. 1 December 2011 which were discussed in the 135 meeting of the Board of
Management held on 30 January 2012 at Mumbai.

Voluntary inspection of SCARDBs Conveying supervisory rating

NABARD vide circular No. NB.DoS.HO.POL/4260/J-1/2011-12 Dt. 31 January 2012
indicated that although NABARD has been conducting the voluntary inspection of SCARDB
every year, the findings were very important from the point of view of various stake holders
including the NABARD, State Government, other lending institutions, besides the SCARDBs
themselves. A system of supervisory rating of SCARDBSs indicating the overall financial
health and operational efficiency may help the concerned to take suitable business
decisions. The supervisory rating would be conveyed by NABARD to the Top Management of
the SCARDBSs in strict confidence to encourage banks to improve their performance.

The supervisory ratings would form the basis for arriving at the eligibility and quantum
of NABARD refinance henceforth.

Investment policy for SCARDBs

NABARD, Mumbai, vide their circular No.NB.DoS.HO.POL/3510/J-I/2011-12 dt. 5th
December 2011, had given detailed guidelines on the Investment Policy to be followed by the
SCARDBs.

The salient features of the NABARD guidelines on Investment Policy for SCARDBSs are
given as under :

1) Each SCARDB should have - an investment policy duly approved by the Board
clearly defining (a) the authority for making investments (b) procedure to be
followed for obtaining the sanction of appropriate authority, (c) prudential
exposure limits and (d) reporting system. The banks should review the
investment policy atleast once in 3 years and make appropriate changes in the
policy documents.

2) An Investment Committee for reviewing the funds position of the bank from
time to time and take decisions regarding investment of temporary surplus
funds.

The Investment Committee may comprise of the following members:

Managing Director/General Manager
GM/DGM in charge of Funds and Accounts
GM/DGM in charge of Credit

DGM in charge of Planning and Development.

R S
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SCARDBS generally park their short-term surplus funds in Fixed Deposits with
the scheduled Commercial Banks or State Cooperative Banks. They may also
invest in Government and Trustee securities which should be done either
directly or their primary dealers. No Brokers should be engaged. SCARDBs
should not invest in Mutual Funds. The pattern of Investment of Sinking
Funds indicated in NABARD's circular dt. 18 January 1993, should be strictly
complied with.
The Board/Investment Policy of the Bank should clearly lay down prudential
limits for investments including Fixed Deposits with different banks.
Allinvestments should be accounted at “Book Value” and shown in the Balance
Sheet of the banks. There should be a system of periodical verification by an
officer not connected with the custody of the investment.
The detailed Report on Investment made by the bank should be placed before
the Board of Directors for undertaking a review and the review note should be
submaitted to the RCS/NABARD on a half-yearly basis i.e. on 30th September
and 31st March every year. The half-yearly review report should be submitted
to NABARD by 30th November and 31st May.

Introduction of capital adequacy norms for SCARDBs

NABARD vide circular No.38.D0S-06/2012 dt. 15 November 2012, has informed that it
is proposed to introduce Capital Adequacy Norms for SCARDBs w.e.f. Balance Sheet as on
31 March 2012.

Under the proposed CRAR framework, all assets in the Balance Sheet will be assigned

weights and banks have to compute the ratio of their capital funds to the aggregate of risk

weighted assets.

Tier I Capital funds will include Paid up share capital, free reserves and capital resources

representing surplus arising out of sale proceeds of assets.

Tier II Capital will consist of the following items:

1)
2)

3)

4)

Undisclosed reserves not encumbered by any known liability.

Revaluation Reserves which arise from revaluation of assets that are
undervalued in the bank's book such as, bank premises and marketable
securities.

General Provisions and Loss Reserves which are not attributed to any identified
potential loss.

Investment Fluctuation Reserves.
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IV. REVIEW OF MEMBER BANKS OPERATIONS DURING 2011-12
A. Loans advanced

The total loans advanced by 15 SCARDBs during the year 2011-12 amounted to
X3893.66 Crore as against I3590.24 Crore. No data received from H.P. & West Bengal
SCARDBs. The increase in lending was mainly contributed by Kerala (42.00%), Gujarat
(24.55%), M.P. (>100%) and J&K (>100%). There was decrease in lending in respect of
Chhattisgarh (86.80%), Tripura (37.21%) and Rajasthan (8.45%). The aggregate loans
outstanding at Ultimate Borrowers level stood at ¥11364.03 Crore (13 SCARDBS) for the
year 2011-12 as against ¥11880.96 Crore (13 SCARDBS) for the previous year2010-11.

B. Borrowings

The aggregate borrowings of 10 SCARDBs (Assam, Bihar, Chhattisgarh, Gujarat,
Himachal Pradesh, Jammu & Kashmir, Maharashtra and Orissa have NIL borrowings) out
of 19 SCARDBs during the year 2011-12 amounted to I2931.47 Crore, as against I2729.45
Crore during the previous year, resulting in an increase of ¥202.02 Crorei.e. by 7.40%. West
Bengal did not furnish the data. The share of NABARD refinance in the total amount raised
by SCARDBs amounted to I2333.04 Crore accounting for 79.59% in the year 2011-12.
While Kerala (32.47%), Punjab (27.96%) & Madhya Pradesh (40.30%) showed increase in
borrowings during the current year, there was decrease in respect of Karnataka (2.61%),
Haryana (4.65%), Tamil Nadu (21.86%), and U.P. (15.86%). It was marginally lower in the
case of Rajasthan & Pondicherry SCARDBs.

The Borrowing Outstanding of 16 SCARDBs amounted to I14321.44 Crore as on 31
March 2012 as against ¥14346.59 Crore as on 31 March 2011. The decrease in borrowings
outstanding was mainly accounted for by Gujarat (28.35%), Uttar Pradesh (20.38%) &
Madhya Pradesh (15.44%), while there was increase in the case of Pondicherry (31.57%) &
Haryana (23.81%).

C. Deposit Mobilisation

During the year 2011-12, 13 SCARDBSs raised ¥348.67 Crore as against I223.92 Crore
in the year 2010-11 (14 SCARDBs). The deposits outstanding as on 31 March 2012
amounted to ¥576.12 Crore as against I527.42 Crore ason 31 March 2011.

D. Financial performance

Out of 19 SCARDBS, only 10 SCARDBSs have furnished the data on 31 March 2012. Of
the 10 SCARDBs, 5 SCARDBs have reported Profit (while 5 SCARDBs (J&K, Pondicherry,
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Orissa, Tripura & Uttar Pradesh) have reported loss. The total profit of 5 SCARDBS stood at
376.97 Crore and the losses of 5 SCARDBs at 3249.59 Crore.

E. Non Performing Assets

13 SCARDBSs have furnished the data for the year 2011-12. Out of the total loan
outstanding at I15121.16 Crore as on 31 March 2012, the NPA stood at ¥4103.63 Crore
which amounted to 27.14% of the total loan outstanding as against 28.26% (16 SCARDBS)
ason 31 March 2011.

F. Recovery Performance

The yearly recovery performance at Ultimate Borrowers level is worked out for the period
July-June. As the data as on 30 June 2012 was not readily available at the time of finalizing
this report, the position as on 30 June 2011 is considered for review. The total ground level
demand of ARDBs during 2010-11 (30 June 2011) were I10385.17 Crore against which
collections amounted to I4699.44 Crore which formed 45.25% of demand as against
40.44% as on 30 June 2010. The recovery percentage at Ultimate Borrowers level was above
50% in the case of 7 banks viz. Himachal Pradesh, Karnataka, Kerala, Pondicherry, Punjab,
Tripura & Uttar Pradesh whereas the same in respect of Chhattisgarh, Gujarat, Rajasthan,
Tamil Nadu & West Bengal were in the range of 40 to 50%. The poorest recovery was in
respect of Bihar which was in single digit.

G. General Information

There was no change in the structural pattern of SCARDBs during the year under report.
Of the 19 SCARDBS, the number of federal and unitary SCARDBs continued to be 10 and 7
respectively and the remaining 2 SCARDBs having a mixed structural pattern comprising of
affiliated PCARDBs as well as own branches. The Unitary structure SCARDBs were
operating through 761 branches as on 31 March 2012. The Federal structure had 714
PCARDBSs which in turn had 819 branches as on 31 March 2012. The total membership of 9
SCARDBs as on 31 March 2012 was 72.06 Lakh of which the borrowing members were 45.72
Lakh. While 9 SCARDBSs had elected board, 7 SCARDBSs did not have an elected board as on
31 March 2012, 3 SCARDBs did not report the data. At PCARDBs level, 286 PCARDBs (6
SCARDBS) had elected board as on 31 March 2012. The data in brief in this regard is as
under:-
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Sr. No. Particulars 2011-12 2010-11
1) Number of SCARDBs (Federal) 10 10
2) Number of SCARDBs (unitary) 7 7
3) Number of SCARDBS with mixed Structural pattern 2 2
4) Number of Branches of SCARDBs (Unitary) 761 761
5) Number of PCARDBSs (Federal) 714 701
0) Number of Branches of PCARDBSs (Federal) 819 1086
7) Total Membership (in Lakh) 72.06 132.13
8) Of item 7, Borrowing members (in Lakh) 45.72 76.89
9) Number of SCARDBs having Elected board 9 11
10) Number of PCARDBS having elected board 286 382
11) Staff in SCARDBs (Number) 5466 6937
12) Staff in PCARDBs (Number) 5197 9853

V. PROGRAMME OF ACTIVITIES OF THE PLANNING, RESEARCH AND
DEVELOPMENT (PRD) CELL

The Planning, Research and Development Cell (PRD) Cell was established in 1973 in the
Federation to undertake specific research and development activities with financial support
by way of grant-in-aid from the Ministry of Agriculture, Government of India. The PRD Cell
has undertaken the following activities during the current year.

(A) Conferences/Seminars/Workshops
1) Meeting of Standing Committee of CEOs

Date
24 June 2011

Venue
Udaipur, Rajasthan

The Meeting of Standing Committee of CEOs of member banks was held at Uaipur,
Rajasthan, for considering action plans for SCARDBs and Federation to implement the

(32]
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recommendations of Zonal Seminar on Preparedness of ARDBs for Revival. This Meeting
finalized Draft Action Plan to implement the recommendations of the Seminar. The meeting

also suggested Federation to examine the possibility of setting up Liquidity Support Fund by
SCARDBSs at national level.

2) Meeting of CEOs of SCARDBs

Date
5th November 2011

Venue
Navi Mumbai

The Meeting deliberated on the following subject.
i) Switch over to Loan system
ii) Deposit mobilization by ARDBs
iii) Programme to celebrate UNIYC 2012.

The NABARD General Manager (ICD) Mr. Niranjan Das, attended the meeting and
presented procedure regarding Loan system for drawal of refinance from NABARD. The
Meeting was represented by 9 SCARDBs, who presented their papers. The Meeting
considered in detail the issues arising out of the recent changes in the refinance policy of
NABARD. The meeting also finalized the schemes for accepting members' deposits by
ARDBs.

3) Workshop on Investment Management and Asset Liability Management (ALM)
system

Date
22-24 February 2012

Venue
Mangalore

First Workshop on Investment Management and Asset Liability Management System
for SCARDBSs and select PCARDBs was organized by the Federation from 22-24 February
2012 at Mangalore. In all 23 participants from 5 SCARDBs and select PCARDBs from
Kerala, Karnataka, Rajasthan, Gujarat states and Pondicherry (U.T.) were present. Shri K.
Sivadasan Nair, Chairman, NCARDB Federation inaugurated the Workshop and Shri K.K.

(33]
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Ravindran, Managing Director addressed the participants on resource mobilization. Shri

V.I. Ganesan, Senior Consultant, NCARDB Federation and Shri Srivasan, Faculty, BIRD,
Mangalore, handled business sessions in the Workshop.

Federation convened this Workshop for the SCARDBs and select PCARDBs in the
context of changing scenario in cooperative Banking posing several challenges before L.T.
structure.

Chairman Federation in his address, stressed upon need to take step to aggressively
mobilize additional resources through deposit mobilization and increase share capital from
its members for business growth and diversification in order to meet the growing credit
needs of members.

The workshop covered the basic concepts of ALM as a tool towards risk management in
the context of ARDBs.

(C) Publications

(@) Monthly Progress Report of ARDBs The Federation compiles and publishes data

relating to key operational areas on a monthly basis to review the working of banks
and to furnish information on credit flow and other related aspects to Govt. of India,
Planning Commission etc. 11 consolidated monthly reports from April 2011 to March
2012 were brought out during the year 2011-12.

(b) Annual Statistical Bulletin contains comprehensive information about the audited

financial position, structural aspects and operational details relating to SCARDBs as
well as PCARDBs affiliated to SCARDBs. The Bulletin for the year 2009-10 was
brought out during the year and the bulletin for the year 2010-11 is under
compilation. The Statistical Bulletins are now brought out in a Compact Disc (CD) for
reference purposes.

(c) Publication of Land Bank Journal : The Land Bank Journal is one of the oldest

publications of the Federation in rural finance, which is published by the Federation
on quarterly basis for the last 50 years. The Journal apart from publishing research
articles and success stories relating to agriculture and rural credit, cooperation, etc.,
is also covering news and reports on agriculture and other related activities in the
sector as also on general areas of interest relating rural credit. During the year, 3
quarterly issues i.e. June 2011, September 2011 and December 2011 have been
published and March 2012 is under print.
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The summary of Assets and Liabilities and Income & Expenditure as per audited
accounts for the year 2011-12 are given below:

ASSETS AND LIABILITIES

(% in Lakh)
Sr. As on As on
No. LIABILITIES 31.3.12 | 31.3.11 |>rNo| ASSETS 31.3.12 | 31.3.11
1. | Reserve Fund 1613.00 1525.21 1. Cash 16.84 1.12
& Other Funds & Bank Balances
2. | Secured Loans 945.93 2.04 2. Investments 2266.86 1221.76
3. | Other Liabilities 66.99 153.86 3. Fixed Assets 255.97 266.28
& Provisions
4. | Surplus transferred 9.80 7.64 4. Sundry Debtors 83.28 77.57
from Income & Receivables
& Exp.A/C
5. Loans 9.09 21.27
& Advances
6. Sundry Deposits 3.68 3.11
& Prepaid Exps.
7. Advance FBT 0.00 0.84
8. Income Tax 0.00 96.80
(A.Y. 2009-10)
TOTAL 2635.72 1688.75 TOTAL 2635.72 1688.75
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Sr. No. Particulars Amount (% in lakhs)
INCOME 2011-12 2010-11
1. Annual Membership Subscription 68.00 52.75
2. Interest on Bank A/cs, Earmarked Memorial Funds, 74.61 55.13
Deposits not earmarked, Reserve Fund & Development Fund.
3. Dividend on Shares 0.15 0.15
4. Additional contributions from member banks 20.66 23.38
S. Guest House Misc. Income/service charges 0.19 0.39
6. Grant-in-Aid (Govt.) 16.00 9.00
7. Grant from NCUI/NCDC/NABARD 10.00 2.50
8. Miscellaneous Income/Recovery from Bad debts written off/ 0.00 3.49
Provisions reversed etc.
TOTAL (1 to 8) 189.61 146.79
EXPENDITURE
1. Salaries & Allowances & P.F. 63.56 56.96
2. Seminars/Conferences/Training Programmes/ Zonal Seminars 5.13 16.81
3. Travelling/Conveyance & L.F.C. 10.72 6.72
4. Depreciation on Fixed Assets 10.57 11.52
S. Deficit in Journal Activities 0.69 0.94
6. Meeting Expenses 4.50 0.40
7. Office premises maintenance charges & taxes 8.18 7.63
8. Membership Fees & delegation fees 4.32 4.17
9. Postage/Telegram & Telephones/Internet 3.19 2.68
10. Guest House Expenses 3.93 3.41
11. Prior Period Item A/c. 0.17 0.68
12. Repairs & Maintenance 2.45 2.57
13. Stationery, Printing & Publicity 3.09 5.05
14. Legal & Professional charges 3.46 2.19
15. Insurance 0.24 0.37
16. Contribution to Japan Disaster Recovery Fund (ICA) 0.93 0.00
17. Establishment & Sundry Expenses 4.84 2.96
18. Provisions
i) Staff Gratuity 12.77 0.00
i) Leave Encashment 7.82 0.29
iii) Demand from Defaulted Member Banks 0.00 2.11
iv) BDDR 4.17 6.55
19. Contingency Reserve Fund 0.00 5.06
20. Special Contingency Reserve 25.00 0.00
21. Income Tax 0.08 0.07
Total (1 to 21) 179.81 139.14
Surplus 9.80 7.64
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Sr. No. Particulars Amount (% in lakhs)
INCOME 2011-12 2010-11
Apportionment of Surplus by General Body
(1) Reserve Fund -- (1.91)
(2) Contingency Reserve Fund -- (0.83)
(3) Cooperative Education Fund of NCUI -- (0.07)
(4) Education Fund of Federation -- (0.07)
(5) Development Fund -- (0.5)
(©) Staff Welfare Fund -- (0.5)
(7) Exgratia to Staff -- (8.76)

Total -- (7.64)

(Figures shown in bracket pertains to F.Y. 2010-11)

As per Byelaw No.37 of the Federation, the appropriation of surplus for the year 2011-12

shall be made by the General Body in the Annual General Meeting.

JOURNAL ACTIVITIES
Sr. No. Particulars Amount (% in lakhs)
INCOME 2011-12 2010-11
1. Journal Subscription 40920.00 41060.00
2. Advertisement charges 80000.00 86000.00
3. Sale of Publications 60.00 360.00
4. Excess Provision written back 1555.00 2277.00
S. Recovery from Bad debts. Written off 900.00 0.00
Total (1 to 5) 123435.00 | 129697.00
EXPENDITURE
1. Printing Charges 146640.00 154240.00
2. Postage, Telephones & Telegrams 12547.00 13531.18
3. Honorarium to contributors / Authors 8200.00 5200.00
4. Provision for BDDR 24220.00 50020.00
S. Miscellaneous Expenses 1240.00 1145.00
Total (1 to 5) 192847.00 | 224136.18
Net Surplus/Net Deficit (+)/(-) (-)69412.00 ((-) 94439.18
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The position of various endowment funds as on 31st March 2012 are briefly enumerated below :

Name of the Fund

Balance as
on 31.3.2012

Activities under the Fund

1. B. Venkatratnam
Memorial Fund

% 77,861.99

B.V. Memorial Trophy is awarded for the best
ARDB in Category-I every year.

2. Udaybhansinhji % 1,24,473.42 | (i) Awarding prizes to the meritorious trainees

Memorial Fund of Diploma Course in Land Development
Banking at the Institutes of Coop. Management
in the country run by the National Council
for Coop. Training.

(ii)Udaybhansinhji Memorial Trophy awarded
to category-I every year.

3. Dattatrayalu % 59,647.50 | The Dattatrayalu Trophy for the best bank in
Memorial Fund Category-III is awarded every year.

4. M.N. Nambiar Memorial %52,570.86 | M.N. Nambiar Trophy is awarded for the
Fund constituted by best performance in lending
Kerala SCARDB by ARDBs every year.

5. Punjab Chief Minister's ¥46,331.00 | Punjab Chief Minister's Trophy is awarded
Trophy Fund for best performance in Recovery
Constituted by Punjab by ARDBs every year.

SCARDB

6. Silver Jubilee Fund % 3,27,405.10 | Under this Fund, Federation is giving

Fellowship of ¥25,000/- to one employee
or any member or ward of a member bank
of any member bank for doing the

Post Graduates Business Management
Diploma Course conducted

by VAMNICOM, Pune.

7. Asian Raiffeisen 31,42,632.18 --

Center Fund

constituted by

Federation.

TOTAL ¥ 8,30,922.05
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VIII. GENERAL BODY, BOARD AND EXECUTIVE COMMITTEEE
General Body

The General Body consists of members of the Federation, represented by the Delegates
nominated by the Board of Directors of the respective bank.

Followingis the list of members of the Federation.

Andhra Pradesh State Co-operative Bank Ltd., Hyderabad.

Assam State Co-operative Agriculture & Rural Development Bank Ltd., Guwahati.
Bihar State Co-operative Land Development Bank Ltd., Patna.

Chhattisgarh Rajya Sahakari Krishi Aur Gramin Vikas Bank Maryadit, Raipur.
Gujarat State Co-operative Agriculture & Rural Development Bank Ltd., Ahmedabad.
Haryana State Co-operative Agriculture & Rural Development Bank Ltd., Panchkula.

No s Db

Himachal Pradesh State Co-operative Agriculture & Rural Development Bank Ltd.,

Shimla.

8. Jammu & Kashmir State Co-operative Agriculture & Rural Development Bank Ltd.,
Srinagar.

9. Karnataka State Co-operative Agriculture & Rural Development Bank Ltd.,
Bangalore.

10. Kerala State Co-operative Agricultural & Rural Development B Bank  Ltd.,
Thiruvananthapuram.

11. Madhya Pradesh Rajya Sahakari Krishi Aur Gramin Vikas Bank Ltd., Bhopal.

12.  Maharashtra State Co-operative Agriculture Rural Multipurpose Development Bank
Ltd., Mumbai.

13. Orissa State Co-operative Agricultural & Rural Development Bank Ltd.,
Bhubaneshwar.

14. Pondicherry Co-operative Central Land Development Bank Ltd., Pondicherry.

15. Punjab State Co-operative Agricultural Development Bank Ltd., Chandigarh.

16. Rajasthan Rajya Sahakari Bhoomi Vikas Bank Ltd., Jaipur.

17.  Tamil Nadu Co-operative State Agriculture & Rural Development Bank Ltd., Chennai.

18. Tripura Co-operative Agriculture & Rural Development Bank Ltd., Agartala.

19. Uttar Pradesh Sahakari Gram Vikas Bank Ltd., Lucknow.

20. WestBengal State Co-operative Agriculture & Rural Development Bank Ltd., Kolkata.

21. Delhi State Cooperative Bank Ltd., New Delhi.

22.  Goa State Co-operative Bank Ltd., Panaji.

23. Meghalaya Co-operative Apex Bank Ltd., Shillong.
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As per Byelaws No.20 (iii), the Board of Management of the Federation consists of 20

Board of Management

Directors elected by the General Body, 1 Director being nominated by the Central Govt., 2
Directors co-opted by the Board apart from Managing Director, who is ex-officio member of
the Federation.

The Board of Management as on 31.3.2012 consisted of the following persons:-

Sr. No.| Name of Board Member Member Bank representing
1. Shri K. Sivadasan Nair, MLA Kerala State Cooperative Agricultural
Chairman & Rural Development Bank Ltd.
2. Shri Sukhdarshan Singh Mrar Punjab State Coop. Agricultural
Vice Chairman Development Bank Ltd.
3. Shri Y.V. Reddy Andhra Pradesh State Cooperative Bank Ltd.
Vice Chairman
4. Shri Kishan Singh Bhatol Madhya Pradesh State Cooperative Agriculture
Vice Chairman & Rural Development Bank Ltd.
S. Shri Narayan Rupini, MLA Tripura Coop. Agri. & Rural Dev. Bank Ltd.
Vice Chairman
6. Shri Bijay Kumar Singh Bihar Rajya Sahakari Bhumi Vikas Bank Simit
7. Shri Devendra Kumar Pandey Chhattisgarh Rajya Sahakari Krishi Aur
Gramin Vikas Bank Ltd.
8. Dr. Bijender Singh Delhi State Coop. Bank Ltd.
9. Shri Kanubhai M. Patel Gujarat State Co-op. Agri. & Rural Dev. Bank Ltd.
10. Shri R.G.N. Mule Goa State Cooperative Bank Ltd.
11. Shri Dalip Singh Yadav Haryana State Coop. Agriculture

& Rural Development Bank Ltd.

12. Shri S.S. Chauhan Himachal Pradesh State Coop. Agri. &
Rural Development Bank Ltd.

13. Shri A.R. Shivaram Karnataka State Coop. Agriculture
& Rural Development Bank Ltd.

14. Dr. Subhash Mane Maharashtra State Coop. Agri.
Rural Multipurpose Dev. Bank Ltd.

15. Shri A. Arivazhagan Pondicherry Co-operative
Central Land Dev. Bank Ltd.,

16. | Shri Ashok Kumar Faujdar Rajasthan Rajya Sahakari
Bhoomi Vikas Bank Ltd.




\\”/ 52nd

Annual Report
C‘J 2011-12

17. Shri M. Mohan Tamil Nadu Co-op. State Agriculture
& Rural Dev. Bank Ltd.,

Sr. No.| Name of Board Member Member Bank representing

18. Shri Nawal Kishore Uttar Pradesh Sahakari Gram Vikas Bank Ltd.
19. Ms. Roshan Warjri Meghalaya Coop. Apex Bank Ltd.
20. Shri K.K. Ravindran Managing Director, NCARDB Federation

One position in the Board remained vacant as on 31.3.2012 due to change of
nominations by member banks.

Executive Committee

—

Shri K. Sivadasan Nair, MLA, Chairman.

ShriS.S. Mrar, Chairman, Punjab SCARDB

ShriY.V. Reddy, Chairman, Andhra Pradesh SCB

ShriKishan Singh Bhatol, Chairman, Madhya Pradesh SCARDB
Shri Narayan Rupini, MLA, President, Tripura SCARDB

Shri A.R. Shivaram, Director, Karnataka SCARDB

Dr. Bijender Singh, President, Delhi SCB

ShriDalip Singh Yadav, Director, Haryana SCARDB.

© ©® N o g kL Db

Shri R.G.N. Mule, Chairman, Goa SCB.

—_
o

Smt. Roshan Warjri, Chairperson, Meghalaya CAB.

11. ShriK.K. Ravindran, Managing Director.

Permanent Invitees

1. Ms. Roshan Warjri, Chairperson, Meghalaya CAB

2. Shri Ashok Kumar Faujdar, Chairman, Rajasthan RSBVB
3. Shri Kanubhai M. Patel, Chairman, Gujarat SCARDB
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Administrative Committee
1. Shri K. Sivadasan Nair, MLA, Chairman.
ShriS.S. Mrar, Chairman, Punjab SCARDB
Shri Kishan Singh Bhatol, Chairman, Madhya Pradesh SCARDB
ShriY.V. Reddy, Chairman, Andhra Pradesh SCB
Shri Narayan Rupini, MLA, President, Tripura SCARDB

o 9 kK Wb

Shri K.K. Ravindran, Managing Director.

Meeting of General Body, Special General Body, Board and Executive Committee
during the financial year 2011-12

The Meetings of the General Body, Administrative Committee and Executive Committee
during the year under report with dates and venues are listed below :

Meetings Place Date
(a) General Body (51st Meeting) Mumbai 28 September 2011
(b) Board of Management
132nd Board Mumbai 21 April 2011
133rd Board Hyderabad(A.P.) 29 July 2011
134th Board Mumbai 28 September 2011
135th Board Mumbai 30 January 2012
(c) Executive Committee Meeting Mumbai 21 April 2011
Lucknow (U.P.) 03 December 2011
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The Board Meetings continued to be the main forum for discussing the policy and
operational issues related to rural credit apart from reviewing the operations of member
banks.

During the year under report, the Board, besides discussing the regular items related to
business operations of member banks and periodical review of performance under
debenture floatations, advances, recovery etc., also considered and discussed the following
subjects in its meetings.

1) Recommendations of Zonal Seminars on Preparedness of ARDBs for Revival
2) Revision in rate of interest on refinance

3) Union Budget2011-12

4) Economic Survey 2010-11

S) Review of member banks operations (April 2010 to February 2011)

0) Model Policy on Bank Deposits

7) CISS for Construction/Expansion/Modernization of Cold Storages and Horticultural
Produce-Revised guidelines and implementation procedure.

8) Govt. sponsored schemes under Animal Husbandry Sector

9) Agriclinic and Agribusiness Centres scheme-Revised scheme guidelines

10) Japan Disaster Recovery Fund

11)  Action points for SCARDBSs to implement Recommendations of Zonal Seminars

12) Issues communicated to NABARD for consideration in the proposed meeting with the
Federation

13) Liquidity support fund of SCARDBs
14) NABARD refinance policy for schematic lending during2011-12

15) Government of India's support to the debenture programme of SCARDBs during
2011-12.

16) Standard formats of loan application and credit appraisal.
17)  (I) Review of Member Banks' operations during 2010-11
(II)Performance of SCARDBs during April-May 2011 in key operational areas.
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RBI draft Guidelines for licensing of New Banks in private sector.

Direct Taxes Code 2010-Implications for Cooperatives

Revival package for LTCCs-present position

Guidelines for Deposit Mobilisation by ARDBs

Agriclinic and Agribusiness Centres Scheme : Final ACABC Compendium

Poultry Venture Capital (Subsidy)

Review of member banks' operations during2011-12 uptoJune 2011

Review of Recovery position as on 30.6.2011.

Introduction of loan system for drawing refinance from NABARD

Share of Central and State Govts in refinance to SCARDBs

Refinance scheme of NABARD for issuing crop loans by ARDBs

Revitalisation Package for LTCCS based on the recommendations of Vaidyanathan
Task Force II-present position

Suggestions relating to Long Term Cooperative Credit structure for consideration by
Government.

Revision in rate of interest on refinance

Dissemination of information to member banks by the Federation-Publication of Land
Bank Journal.

International Year of Cooperatives 2012-preparation of calendar of programmes.
Investment Policy for SCARDBs.

Review of performance of SCARDBs during July-November 2011 in key operational
areas.

REPRESENTATION AT NATIONAL AND INTERNATIONAL LEVELS

Membership at National and International Levels at the national level, the Federation

continued its membership with the

1)
2)

National Co-operative Union of India (NCUI)
Indian Merchants' Chamber (IMC)
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3) Indian Banks' Association (IBA)

4) Centre for International Co-operation and Training in Agricultural Banking (CICTAB)
and

5) Indian Society for Studies in Cooperation.

The Federation is also holding membership as shareholder of the

1) National Film and Fine Arts Cooperatives Ltd. (NAFFAC), New Delhi.

2) Indian Tourism Cooperative Ltd. (ITC), New Delhi.

3) Co-operative Bank of India (COBI), New Delhi.

The Federation is represented on the management of some of these institutions.
Atinternational level, the Federation continued to be affiliated to the

1) International Cooperative Alliance (ICA), Geneva.

2) International Raiffeisen Union (IRU), Bonn

3) Asia and Pacific Regional Agricultural Credit Association (APRACA), Bangkok.

Affiliation to these international bodies gave the Federation and member banks
opportunity to interact with fellow members at regional and global levels on matters of
common interest.

Representation and participation of Chairman and Chief Executive National Level

The Federation continued close liaison with various agencies including Central and
State Governments, NABARD, RBI etc., during the year under report.

The Chairman and Managing Director of the Federation were either nominated or
continued to represent on various bodies as also on committees constituted by the Govt. of
India, Reserve Bank of India, NABARD, NCUI, COBI etc. They attended the meetings on
various Boards/Committees besides participating in the Seminar, Workshop, Conference
etc., convened at different levels.

During the year under report, the Chairman of the Federation was
nominated /represented as a member of the following committees /Board.

(i) General Body and Governing Council of NCUI.
(ii) Board of Trustees of the National Institute for Rural Banking.

(iii) Member onthe Committee for Cooperative Education constituted by NCUI.
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(iv)  Member of the Board of Directors, NAFFAC.
(V) Member, National Council for Cooperative Training.
(vij  Member, General Body of ICA.
(viij Member, General Body of ICA (ROAP).
(viii) Member, General Body of IRU.

The Managing Director was also nominated and continued to represent the Federation
on the following Committee /Boards during the year.

(i) Vice Chairman, Global HRD Committee of ICA.

(ii) Member, General Council, APRACA.

(ii) ICA Committee on Human Resource Development for Asia and the Pacific.
(ii) Member, Governing Council, Indian Society for Studies in Cooperation.

(iv)  Member of General Council and Committee of Directors of CICTAB.
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X. ACKNOWLEDGEMENT

The Federation continues to maintain close contacts and liaison with Central and State
Govts., NABARD, RBI, NCDC, NCUI and various other agencies and institutions in its
endeavour to strengthen the structure and expand the operations of member banks. The
Board of Management places on record its gratitude to all these agencies and institutions for
the support and cooperation extended to the Federation.

The Federation is grateful to the management of NABARD and its officers for their
initiatives and guidance in strengthening ARDBs, and refinance support to SCARDBs. The
Board places on record the support and guidance received from Dr. Prakash Bakshi,
Chairman, Executive Directors and other Executives and Officers of NABARD.

NCDC has been providing funding support to SCARDBs which helped them to meet the
credit needs of their members better. We acknowledge our gratitude to the Board of NCDC
and more particularly Shri C.B. Paliwal, Managing Director respectively, for the same.

Government of India, Ministry of Finance is in the process of finalizing the package for
reviving long term cooperative credit structure based on the recommendations of VTF II. The
Board places on record its gratitude to Financial Minister Shri Pranab Mukherjee, Shri
Namo Narain Meena, Minister of State for Finance, Secretary (Financial Services) Shri
Dinesh Kumar Mittal, Joint Secretary (Financial Services) Shri Umesh Kumar for their
valuable contributions in this regard.

The Board places on record its appreciation and gratitude to Shri Sharad Pawar, Hon'ble
Minister for Agriculture for the valuable support extended to the sector and to Secretary
(Agri. & Coopn.) Shri Prabeer Kumar Basu, Shri G.C. Pathi, Special Secretary and Joint
Secretary & Central Registrar of Cooperative Societies Shri Rajendra Kumar Tiwari and
other officers of the Ministry for the support and guidance given to the Federation.

The NCUI has been providing active support to the Federation in its activities. The
Federation places on record its appreciation and gratitude to Dr. Chandrapal Singh Yadav,
President and Dr. Dinesh, Chief Executive.

The Federation continued to receive financial and other supports as well as active
cooperation from its member banks during the year under report. We acknowledge our deep
debt of gratitude to the management and staff of all our member banks particularly to the
Chairmen and Chief Executives of SCARDBs. The Board of Management also places on
record the dynamic leadership of Shri K. Sivadasan Nair, MLA, Chairman with the able
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support of Vice Chairpersons Shri Sukhdarshan Singh Mrar, Shri Y.V. Reddy, Shri Kishan
Singh Bhatol and Shri Narayan Rupini, MLA, to the Federation and the LT credit sector
during an extremely challenging period.

The Board appreciates the services of Shri K.K. Ravindran, Managing Director, who ably
discharged the responsibilities of Chief Executive with dedication. The Management also
appreciates the services of its officers and staff during the year.

On behalf of the Board of Management

K. Sivadasan Nair, MLA
Chairman
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TABLE 1 - DEBENTURES / BORROWING RAISED & In Lakh)

RAISED DURING 2011-12 GRAND TOTAL
ﬁg Name of the Bank | \ K;‘A’;D Central| State &tggrgl (201112) | 010,41,

(Incl. Hsg) | €°Yt | oVt lqupcomg)| (3*4+5*6)

1 2 3 4 5 6 7 8
1) | Haryana 37,034.00 | 109.00| 109.00| 17,730.00 | 54982.00 | 57,663.00
2) Karnataka 15,600.00 135.57 135.57 0.00 15,871.14 16,298.22
3) Kerala 67,136.74 0.00 0.00 27,500.00 94,636.74 71,438.69
4) | Madhya Pradesh 1,429.30 3032| 3032 000 | 148994 |  1,062.40
5) | Pondicherry 0.00 000| 000| 43698 436.98 488.97
6) Punjab 38996.72 1100.00 100.00 0.00 40,196.72 31413.59
7) | Rajasthan 19,359.59 | 504.80| 650.00 000 | 2051439 | 20,852.93
8) Tamil Nadu # 0.00 0.00 0.00 9983.00 9,983.00 12,775.00
9) Tripura 3748.92 0.00 0.00 0.00 3748.92 N.R.
10) | Uttar Pradesh 4999849 | 710.09| 578.06 000 | 5128664 | 6095263
TOTAL 233,303.76 2,589.78 | 1,602.95 55,649.98 293,146.47 272,945.43

Note:- # Tamil Nadu SCARDB has raised from TNSC Bank
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TABLE 2 - DEBENTURES / BORROWINGS OUTSTANDING AS ON 31 MARCH

& In Lakh)
OUTSTANDING AS ON 31 MARCH 2012 GRAND TOTAL
_ From Others
St. | Nameof | Ordinary | yapagp | Central | State | (NCDCI |(310312012)) 5454
No. | the Bank eb.Prog. | ¢l Hsg)| Govt- | Govt. H:BEOI (3T07)
)

1 2 3 4 5 6 7 8 9
1) Assam 12.00 0.00 57.48 145.02 0.00 214.50 214.50
2) Chhattisgarh 0.00 12,960.05 326.72 267.53 355.64 13,909.94 15,328.70
3) Gujarat 0.00 9,793.08 204.42 0.00 63.92 10,061.42 14,042.04
4) Haryana 0.00 197,565.00 4,841.00 11,864.00 17,730.00 232,000.00 221,086.00
5) Jammu & Kashmir 0.00 0.00 279.28 336.72 0.00 616.00 616.00
6) Karnataka 559.00 144,290.21 3,836.07 6,073.77 0.00 154,759.05 154,029.96
7) Kerala 240.00 203,177 .11 1,911.85 1,906.36 25,542.31 232,777.63 212,848.36
8) Madhya Pradesh 100.00 77,061.38 3,190.50 4,334.25 0.33 84,686.46 100,150.62
9) Maharashtra * 1,019.00 0.00 0.00 6,639.14 82,408.84 90,066.98 92,568.87
10) Orissa 1.63 0.00 541.21 5,603.41 0.00 6,146.25 6,146.25
11) Pondicherry 0.00 9.33 0.51 1.50 709.66 721.00 548.00
12) Punjab 0.00 202,592.46 1803.59 464.27 0.00 204,860.32 200,905.59
13) Rajasthan 0.00 119,680.23 3,145.73 3,053.94 0.00 125,879.90 133,491.07
14) Tripura 0.00 3461.34 0.00 0.00 0.00 3,461.34 3,491.22
15) Tamil Nadu # 80.00 0.00 0.00 4514.87 11,858.00 16,452.87 18,344.87
16) Uttar Pradesh 0.00 244,972.49 5,222.09 5,335.32 0.00 255,529.90 260,847.11

TOTAL 2,011.63 1,215,562.68 | 25,360.45 50,540.10 | 138,668.70 1,432,143.56 | 1,434,659.16

Note:- * Maharashtra SCARDB - Other O/s include Short-term loan from Govt. of Maharashtra.

# Tamil Nadu SCARDB - Ordinary Debenture due to State Govt. is ¥195 Lakh and SDD due
to State Govt is ¥4319.87 Lakh. Short-term loan from State Govt is in tune of 1875 Lakh and from
TNSC Bank it is 9983 Lakh.
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TABLE 3 - DEPOSIT MOBILIZATION PROGRAMME

 In Lakh)

sr. Deposits Raised During Deposits Outstanding as on
No. Name of the Bank
201112 2010-11 31/03/2012 31/03/2011
1 2 3 4 5 6
1) Assam 8.01 4.70 2714 30.85
2) Chhattisgarh 1,671.51 1,312.81 2,068.56 2,055.34
3) Gujarat 12,523.57 9,647.78 15,213.61 13,288.04
4) Jammu & Kashmir 1,092.50 331.89 1,300.00 717.87
5) Himachal Pradesh 1151.06 727.14 2403.02 1583.13
6) Karnataka 1,433.92 584.47 6,374.60 5,690.53
7) Kerala 126.15 0.00 126.15 0.00
8) Madhya Pradesh 0.00 0.00 9,122.67 16,671.10
9) Orissa 0.00 0.00 112.95 117.85
10) | Pondicherry 746.87 618.79 930.77 871.11
11) | Punjab 4004.03 2250.18 6984.05 4524.00
12) | Rajasthan 467.61 274.54 616.70 433.54
13) | Tamil Nadu 5270.57 885.91 4797.82 877.72
14) | Uttar Pradesh 6370.96 5753.76 7533.54 5880.45
TOTAL 34,866.76 22,391.97 57,611.58 52,741.53

Note:- N.R. denotes Not Reported
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TABLE 5 - PROFIT / LOSS AS ON 31 MARCH
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Profit/Loss at SCARDB | Profit/Loss at SCARDB
Sr.No Name of the Bank Level (Amt. in < lakh)* | Level (Amt. in X lakh)
201112 2010-11

1 2 3 4
1) Assam N.A. 619.67
2) Chhattisgarh N.A. (1,294.94)
3) Guijarat N.A 3711.49
4) Haryana 1576.00 703.00
5) Himachal Pradesh N.R. N.R.
6) Jammu & Kashmir (4,922.96) (4,599.81)
7) Karnataka N.A 5.63
8) Kerala 1905.00 1720.40
9) Madhya Pradesh N.A N.R.
10) Orissa (13,396.39) (13,251.51)
11) Pondicherry (129.49) (104.47)
12) Punjab 2,070.63 1,932.08
13) Rajasthan 1899.62 2036.08
14) Tamil Nadu 245.66 213.62
15) Tripura (31.00) (47.83)
16) Uttar Pradesh (6,479.66) 1,528.98

TOTAL (17,262.59) (6,827.61)

Note:- Figures in Brackets indicate loss

* Tentative figures

(s3]
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NPA - AS ON 31 MARCH 2012 NPA - AS ON 31 MARCH 2011
Of the item 3 Of the item 6

ﬁ'; Name of the Bank Total Lo_an % of NPA to Total Logn % of NPA to

Outstanding* NPAs Total Loans | Outstanding NPAs Total Loans

Ty | Co0) | o] Rk | €| oo
1 2 3 4 5 6 7 8
1) Assam 904.14 N.R. N.R. 922.16 877.30 95.14
2) Chhattisgarh N.R. N.R. N.R. 17,910.29 8,895.35 49.67
3) Gujarat 55,990.26 28,718.60 51.29 55,894.69 27,644.71 49.46
4) Haryana 224,825.00 72,659.00 32.32 214,007.01 72,012.27 33.65
5) Jammu & Kashmir 1,662.14 315.00 18.95 1,194.88 411.73 34.46
6) Karnataka 133,612.44 37,820.19 28.31 134,169.04 39,810.73 29.67
7) Kerala 264,276.61 11,363.90 4.30 215,353.01 9,208.08 4.28
8) Madhya Pradesh N.R. N.R. N.R. 114,658.78 59,217.93 51.65
9) Pondicherry 1,760.88 83.82 4.76 1,548.16 68.93 4.45
10) | Punjab 218,795.10 5,179.88 2.37 209,584.40 322.74 0.15
11) | Rajasthan 144,387.76 41,434.64 28.70 149,478.81 34,307.18 22.95
12) | Tamil Nadu 140,831.62 23,008.72 16.34 134,323.59 21,241.52 15.81
13) | Tripura 3,461.34 689.85 19.93 3,491.22 1,185.62 33.96
14) | Uttar Pradesh 321,608.92 189,089.60 58.79 307,884.53 165,772.77 53.84
TOTAL 1,512,116.21 410,363.20 2714 1,560,420.57 440,976.86 28.26

Note:- N.R. denotes Not Reported
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16. SHAEN (6,479.66) 1,528.98

< (17,262.59) (6,827.61)

Al — PISd B I b 3P B YT o &
TN

*




N
Wy W
® ElLERTL|
R08% - 0%
AR ¢ - [l uewifFfior uRawufarRii )
R ot ®)
31 A 2012 i 31 A 2011 &Y
g &.3 &bl [g .6 Bl
> |dworam e G T B ST B BT aH
4. Az AuiRa or ¥ kgl N FAwiRa YT
JE vAdle &1 0T o o gadie
ufdsia sniRaar &T ufdera
1 2 3 4 5 6 7 8
1) | smamH 904.14 I del | 9T el 922.16 877.30 95.14
2) | BTe T ATel I del | 9T el 17,910.29 8,895.35 49.67
3) | oRI@ 55,990.26 28,718.60 51.29 55,894.69 27,644.71 49.46
4) | sRarom 224,825.00 72,659.00 32.32 214,007.01 72,012.27 33.65
5) | 9 9 TR 1,662.14 315.00 18.95 1,194.88 411.73 34.46
6) | dAcH 133,612.44 37,820.19 28.31 134,169.04 39,810.73 29.67
7) | ®Ra 264,276.61 11,363.90 4.30 215,353.01 9,208.08 4.28
8) | W U<W I el I del | 9T el 114,658.78 59,217.93 51.65
9) | urfosoRy 1,760.88 83.82 476 1,548.16 68.93 4.45
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13) | BrgRr 3,461.34 689.85 19.93 3,491.22 1,185.62 33.96
14) | SR w9 321,608.92 | 189,089.60 58.79 307,884.53 165,772.77 53.84
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BOARD OF MANAGEMENT
(As on 31% March 2012)

CHAIRMAN

Shri K. Sivadasan Nair, MLA
Director, Kerala SCARDB Ltd.

VICE CHAIRPERSONS

Shri Sukhdarshan Singh Mrar
Chairman, Punjab SCADB Ltd.

Shri Y.V. Reddy
President, Andhra Pradesh State Cooperative Bank Ltd.

Shri Kishan Singh Bhatol
Chairman, Madhya Pradesh SCARDB Ltd.

Shri Narayan Rupini, MLA
President, Tripura Coop. Agri. & Rural Dev. Bank Ltd.

DIRECTORS

Shri Bijay Kumar Singh
Chairman, Bihar SCLDB Ltd.

Shri Devendra Kumar Pandey
Chairman, Chhattisgarh SCARDB Ltd.

Dr. Bijender Singh, MLA
President, Delhi State Coop. Bank Ltd.

Shri Kanubhai M. Patel
Chairman, Gujarat SCARDB Ltd.

Shri R.G.N. Mule
Chairman, Goa SCB Ltd.

Shri Dalip Singh Yadav
Director, Haryana SCARDB Ltd.

Shri S.S. Chauhan
Chairman, Himachal Pradesh SCARDB Ltd.

Shri A.R. Shivaram
Director, Karnataka SCARDB Ltd.

Dr. Subhash Mane
Administrator, Maharashtra SCARMDB Ltd.

Shri A. Arivazhagan
Adm., Pondicherry Co-op. Central Land Dev. Bank Ltd.

Shri Ashok Kumar Faujdar
Chairman, Rajasthan SCARDB Ltd.

Shri M. Mohan
Special Officer, Tamil Nadu SCARDB Ltd.

Shri Nawal Kishore
Managing Director, Uttar Pradesh Sahkari Gram Vikas Bank Ltd.

Ms. Roshan Warjri
Chairperson, Meghalaya Coop. Apex Bank Ltd.

MANAGING DIRECTOR
Shri K.K. Ravindran
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NATIONAL COOPERATIVE AGRICULTURE & RURAL
DEVELOPMENT BANKS' FEDERATION LTD.
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701, 7th Floor, BSELTech Park, A Wing,

Opp. Railway Station, Vashi, Navi Mumbai-400703
Telephone (Office): 022-27814114 / 426 | 226
(M.D.): 022 - 27814224

Fax: 91-22-27814225

E-mail: nafcard@vsnl.com

Website: www.nafcard.org



