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RESERVE BANK OF INDIA
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Chigf General Manager ' s
DCBR.CO.RCBD._NO.IOOW19.51.007120'1 Q-

By Speed Post -

The Chief Secretary
Government of Kerala
Secretariat '

Thiruvananthapuram - 695001

Oear Sir,' '

Please refer to your DO letter No: Co-op - 82!633120_ﬁ'-?! Co-op dated August 31,' 20‘i?
requesting “in principie” approval for_amalgamatiqn of 14 DCCBs of Kerala with Kerala State

Co-operative Bank-(KStCB). We also invite reference to the
letier No. Co-Op-B2/378/2018 dated August 6, 2018 on the subject. '

-
o

ﬁ lgﬂ “In this connection, we advise that, keeping in view the State Government's commitment to
/:;I_dress the various financial, regulatory and governance issues raised by us, we are
' )N,,U' Nj{ ble “in-principle” to the proposal of Government of Kerala to amalgamate the 14
~ V" DCCBs with the KSICB. However, our final approval, and consequential licensing ‘of the
M branches of the OCCBs as KSiCB branches is contingent on pridr fulfiiment of _conditi'on's

&/ indicated in the annex to this letter and such additional conditions as NABARD may impose.

u(\'kO 3. We furiher advisé that the KSICB may approach R8I through' NABAR-D'tor final approval
with the status of compliance on ali the app!icable'conditiqn's for. amaigarnation.

correspondence resting with your .

4. The process may de completed before March 31, 2018,

Yours faithfully, . '- - o

~ {Neera Nigam) |
Chief General Manager
Encl: As above

v % R ﬁmmmm?m mmﬁmmm ﬁaf_-iooo'm.m'._ |
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“Annex

Conditions for grant of “in-principle” approval for amalgamatlon. of 14

DCC8s in Ke_ralg'wi_th Kerala State Co-operative Bank Ltd. (KSICB}) -

(i) The due process as required under the provisions of the State Cooperative
~ Societies Act and the State Cooperative Societies Rules as adopted by the

Kerata Government shall be fallowed. Al every stage the provisions of the

Kerala Co-operative Societies Acl must be complied with. «

- (i} Govemment of Keralé shaﬂ verity uiat there are no Court Orders‘prohibiting
" or staying the proposal for amaigamation of the 14 DCCBs with KSICB.

(iiij A scheme of amalgamation has lo be pfapar’ad by the KSICB and. the

DCCBs are to present the same to their members and creditors. -

(iv) A resolution passed by a two third majority of the members present and

voting at a General Body mesting of SICB and each DCCBs shall be a pre- -~

requisite for amalgamation for SICB and all DCCBs.

(v) A MOU shall be executed bstween the constituents i.e. att 14 DCCBs,

 KSICB and Govemment of Kerala covering issues of governance structure,
management, manpowe(!HR issues, amicable solution of asset and
liabilities of each bank to KSICB.

(vi) The share capita of the KSICB has to be strengihened so as lo ensure

sustained net worth of the bank and ongoing compliance witn capital '-

regulations post-merger. The amalgamated entity shall strictly adhere 10
the CRAR norms of RBI for cooperative banks. The shorttall in capital or

additional capital, if any, for meeting CRAR, nat worth elc. shall be met by
‘State Government on an ongoing basis.

(vii) The balance sheet of the amalganiated pbank should meet with ‘the
regulatory reguirements laid  down for grant of various
\permissions/approvals so that none of the services (being provided by the
DCCBs) are jeopardized. The required permissions for the said services

may be obtained, if required, before the actual functioning of the -

amaigamated entity.

{vif)The impaired assets due to frauds, misappropriation etc. have 1o be fully
provided for. o S . ' -

{ix) The valuaticn of assets and liabiliies have to be reviewed for all banks,
including KStCB. Once the valuation is completed, the loss assets have to
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be written off or fully provided for in the respective balance sheel of the

banks and the real net worth mcludmg the revaluation of tangible assets
has to be ascertained.

(x) in case of divergence in interest rate between the StCB and DCCBs, the
StCB shall prowde sufficient notice period to the customers of DCCBs.

(xi} KSICB must gat their technology in place for smooth transfer of se[vices to

the existing clients with carelully configured software to enabis the system
integration with al! DCCBs.

{ (xii) The migration audit of the all the DCCBs has to be completed within  given
time frame, before the amalgamation. The system integrity should be

established and certified before the DCCBs can rmgrate into the KSICB
platform,

{xiit) The CEQ of the mergad bank should be appointed as per the Fit & Proper

criteria prescrived by RBI. There shall be 2 professional directors on the
Board.

{xiv) A Board -of Managemenl (BoM) shall be set up for KStCB on the lines of )
draft. guidelines for BSM proposed for Urban Co-operative Banks, in
consultation with RBI. Accordingly, Government of Kerala may suitably
amend the bye-laws for introducing 8oM in the KSICB or prb\)us:ons of the

. State Co-operative Societies Act, as may be raquired.

(xv)The licence issued to the KSICB will continue after ihe process of
' amaigamation. Existing branches of the DCCBs shall be coaverted into
branches of the XSICB and will come under the purview of Section 23 of
the BR Act, 1948 (AACS). Thus the KSICB will be required to apply for
branch licence from RBI. The KStCB should also seek prior approval of R8B!

for shifting of branches. DCCBs shali surrender their licenses to RBI.

~ {(xvi) DICGC ciearance shall be obtained by KStCB for the propcsal

{(xvii) Government of Kerala shall communicate to R8I a time-frame for phasing

out its Treasury Saving Bank (TS8). DCCBs and KStCB shall not keep
their funds as deposits in 1he TSB.

(xviii) GoK shall ensure that no new Co-operative sociely will be registered with
the word "Bank” as part of its name.

{xix) KSICB may appmach' RBI through NABARD for final aporoval with the
slatus of comptiance on all the applicable conditions for amalgamation.




