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Study Group on Mobilisation of Deposits
by Agriculture and Rural Development
Banks (ARDBs) ~ Scheme for deposit
mobiIisation by ARDBs

Dear Sir

We adyise: that on the recommendation of Dr.Bhandari Committee
Reporti, the Deposit Mobilisation Scheme in vogue for ARDBs in
terms. 6f the RBI circular No.ACD.LDB/1504/D-2/70-71 dated Q1 June

‘1971 . has been revised in consultation with the RBT. The galient

features of the scheme are as under:

i) Deposits shall not be accepted by the ARDBs for ‘maturity
period ‘of less than one year.

; :
'\/41) The ceiling on aggregate deposits accented and ou;s;gndf”*’

at any point. of time shall not exceed the net ownhed -funds 7
the ARDBs as revea]ed by the previous year's balance sheet
and accounts. = :

iii) The banks shdll be allowed to issue Tloans against “term

deposits.

iv) Thé banks may'perﬁit pre-mature withdréwaI of deposits.

Et v) The banks will be required to maintain liquid resources to

the extent of 15% of the total term d t accepted and
outstanding on any date Jn e prescribed manner.

vi) The banks are free to fix.their own interest rates op:

-deposits so accepted and the 1oans thereagainst, and the:’
margin. & _ > ’

*
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vit) In1t1a11y for' a period of atleast two Yea
shall act as agents for SCARDBs before ‘they

" ont their own. :

viii)The detailed guide11nes in this regard are

Annexure. :

< B Keeping in view the above g:d guid311nes co
. Annexure, . your bank may. formula

suitable" rulee
schemes for deposit nqb11isation and get 1t app
Board. s =

&

; - 1 )
3. ‘Please acknowledge receipt.

i
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ANNEXURE

GUEQBLINES FOR ACCEPTANCE OF TBRM DEPOSITS BY SCARDBs

The guidelines for acceptance of term deposits by the SCARDBe shall
be applicble to the SCARDBS functioninq ‘Both under Pederal as well

aa Unitaty St:uctures. Beparetd rules however, shall be framed in
respect of each type of term: deposits. The deposits shall be
accepted from any individual, partnership firm, joint stock company 4
or any other institution/%saociation.

1. Liquid Rescurces

The SCARDBs ahell keep atleast 15% of the total term’ deposits

~eccepted and outatqndinq on any, dny in liquid form either bf‘vay of

e

* cash with themselves < i-
* gqurrent/term: deposit. vith,the State Cooperative Bank of the State ﬁ
concerned, any scheduled Commercial/boopetative Bank and NABARD. i
* unencumbered securities of/Céntral/state Government (market Value)

’

2. Degosits‘ - ¥
* The SCAR%FS sg 1 ‘éﬁgkonﬁy te;m deposits of period of Hot less .

than one year,as thei: Board may approve subject to the guidelines :
the RBI/NABARD may. prescribe from time to time. Howevér, the 5
aggregate deposits accepted and outstanding at any point of time
shall not exceed the net owned funds of the ARDBs as revealed by
the previous year's balance sheet and accounts.

* The term deposits shall includerecurring deposits, cash certifi-
cates and other instruments. :

* Loans against deposits shall beb ranted on such terms and
conditions as may be decided upon sthe Boards from time to time.

* Premature withdrawal of deposits shall be permitted as per the
terms prescribed by the Boards,

* Interest accrued on deposits shall be paid to the depositors as -

per the standing instructions i.e., in cash or through pay order

:or cheque or warrant etc. as the case may be on the due date.

* It shall be open to the SCARDBS to reinvest the interest accrued
as per the standing instructions issued by the depositors.

* The facility of nomination by the deposit holder shall be _
provided in respect of each individual depositor/deposit accounte.

el




* Blank Fixed Deposit Certificate forms duly printed witﬁ-aerf§1
numbers. shall be maintained in joint custody of two responsible

 officers and a proper account of the stock and blank forms issued,

cancelled or destroyed shall be maintained and the balance of unused
forms shall be verified periodically by an officer other than'the
ones who are holding such forms in their "joint , custody.

3. A gedtazgorsers

* Under the Federal structure, PERDBs affiliated to the SCARDBs shall

function only as agents of the SCARDBs and collect depos&ts for and

'on behalf of the SCARDBs, initially atleast foraa period of years

‘wf

before ‘mccepting deposits on their own.
* The ‘SCARDBs: shall be free to appoint agents/brokerﬁ for collecq;

.0f deposits, (individuals/instithtions) R e

* The brokerage paid to the indiyiduals/instftutiobSE(indﬁhding
PCARDBs) shall not exceed 1% of the deposits accepted. ¥

4. Maintenance of Books/Records ; 3 e s
B The«iollowing registers ahall‘be maintainedﬁaﬁd the “efitries

' therein shall be duly authenticated by a responsibie official of the

%o

bank (Tbe liat‘is only illustrative and not exhéustive) T

* Deposits ledgers for all types of term deposits with neces;s;y
provision for recording particulars of nomination and also standing
instructions pertaining to disposal of interest accrued periodically.
* Due date diary registers in respect of all types of deposits.

* Register of deposit accounts opened and. closed. iLr’
* Power of attorney register in-respect of ,institucion etc.'_;,-a

* Payment of interest register and fixed deposit interest register.

* Balancing register :
* Matured fixed deposit register.

¥

~41) Balancing of deposits outstanding under different categories

shall be carried out by tallying with the respective totals ©
appearing in the general ledger and ‘differences, if any, reconciled

promptly on a periodical basis.

iii) Deposits which have matured and not renewed shall be
transferred to a separate register known as matured fixed deposit

-

register. ’ 2 : . %



¢ VendeNo.ne.100.L08. [OB7 /8-4(A)/97-98 of date. .

JCopy foruarded for information and necessary action to the :

1." Secretary, Ministry of Agriculture, Department of Agriculture
‘and Cooperation, Governnent of India, New Delhi.

2. Secretary, Ministry of Rural Development, Government of
Indla New Delhi.

‘3. Secretary, Ministry of Finance, Department of Economic
Affairs (Banking Division), Government of India, New Delhi.

4. Registrar of Cboperative Societies, A1l States.

§. Ch1ef General, Hanager “Rural Planning and Credit Depaftment
Reserve Bank of India Central Office, Mumbai
6. EAs to Executlve D1rectors National Bank for Agricuiture and
Rural-Development, Head 0- fice, Mumbai.

¢ T

& Chief General Managers, PCD/FAD/ICD/DPD FS/DPD—
NFS/DEAR/CPD/MSD, National Bank for Agrwcu1ture and Rura1
Develbpment, Head Office. Mumbau.
8. Chief General Manager, DOS; National Bank for Agr1cu1ture and
g Deve1opment ‘Head Office, -Hyderabad. .
e CGM/GM/OIC,ANat1onaI Bank for- ricuiture and Raral’ A
'DeveIOpment A11.Regiona) office/Sub-0 e, Port-alate, © T W ¢
10. Principal, Bankers®’ Institute for Rura1 DevelopmenL/Nationala'”
Bank Staff College Lucknow. i
11._ National Bank Regional Trainirg Co1lege Bolpur. #° %
12 Nationalugank Regional Training 0011ege Manga)oréi" E
, 13. Principal, CAB:.(Reserve- Bank of India) Pune. A il
} T

- 14, Offvcer on .Spec¢ial Duty, National" cooperat109 Agr1cdlture
and Rura)l. DeveIopment Eanks Federat1on, Dadar, Mumbai.

y .Gen.Manager

c:\ws\htd'endt



Ref. No. ACD. L.DB. 1509/D.2/70-71

i June 1971
“TT Jyaistha 1893 (Saka)
The Registrar
Co-operative Socicties
Acceptance of Fixed Deposits by State Co-operctive Land
Development Banks
The question whether the state co-operative land development
banks could be permitted to accept fixed deposits for mobilizing_re-
sources has been cngaging our attention for sometime. 1t had been argu-
" on behalf of the banks that they might be successful in tapping
substantial resources, to supplement the funds raised by the floatation
of ordinary debentures, if they were allowed to accept term deposits
carrying fairly high rates of interest, instead of insisting on the floata-
tion of rural debentures carrying interest at 6—6} per cent per annum.
It had also been asserted that these deposits could to some extent
substitute interim accommodation, which carried a higher rate of in-
terest of about 8% to 9 per cent. There wers, however, a few important
aspects which had to be kept in view while examining the proposal.
Tirstly, the intercest liability on the fixed deposits, though at a lower
rale as compared to the rate paid on interim accommodation, would
subsist till the maturity of the deposits. On the other hand, interim
accommodation being of a purely temporary nature could be adjusted
as soon as the bank was in funds. Thus in the long run fixed deposits
carrying a slightly lower rate of interest than on interim accommoda-
tion might not be to the advantage of the banks. Secondly, the rate of
interest offered on the deposits should taks notc of the lending rate
of the bank to the primaries which is generally around 73 to 8 per cent.
Finally unlike in the case of debenture holders whose claims stand
protected by a first charge on the assets, government guarantee for re-
payment of the principal and payment of interest and the creation of
a sinking fund, the depositors would have no built-in safeguards. It
would, therefore, be necessary to provide for some protection of the
interests of the depositors also.

2. Kecping in view the various factors mentioned above it has been
decided that the land development banks may be allowed to raise
funds by accepting fixed deposits subject ta the following conditions :

(a) The periods for which fixed deposits may be accepted may
not be less than one year and exceed two yeurs.

(b) The bank pays interest at not morc than 7 per cent per an-
num on deposits for one year and 7% per cent per annum on
deposits for more than one year but upto two years,

(c) The bank keeps at least 10 per cent of the total term deposits
accepted and cutstanding on any day in liquid form «ither

899



by way of (i) cash with itself, (ii) current/deposit account with
the state co-operative bank and/cr (iii) uncncumbered secu-
rities of Central or state governments {market value).

(d) The deposits are nol from:
(i) institutions and (i1) loances or their near relations within
a period of one year from the disbursement of the loan or be-
fore such disbursement. '

-~

3. 1f the deposits are accepted subject to tle above conditions the
amount collected in the first year will be counted towards the amount
the bank has to raise in the form of rural debentures. In the subsequent
years only the additional deposits will be so’ counted.

«4. The state land development bank may be advised to incorporale
approprinie provisions in the by-laws before it starts accepting deposils
as above.

Piease acknewledge receipt.



