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TO,

-THE HONOURABLE THE CHIEF JUSTICE
.AND THE COMPANION HONOURABLE
'JUDGES OF HIGH COURT OF

JUDICATURE OF BOMBAY,

ABOVE NAMED PETITIONERS MOST
'ESPECTFULLY SHEWETH:

The facts and circumstances from which the present Writ Petition
“arises are capsualised herein below for the sake of ready

_ reference and convenience.

" FACTS OF THE PETITION

1. The Petitioner No.l is the Urban Co-operative Bank. The
- Petitioner no. 2 is the Chief Executive & Secretary of the
Petitioner no.2, which is the umbrella body of all Urban the
Cooperative Banks in Maharashtra. It is largest federation in
India and has been playing an importani role in voicing the
grievances of its member Banks before the appropriate
forumsl,"‘including the Central Governroent, Reserve Bank of
India, State Government, Commiss—iéner of Cooperation,
Registrar of Cooperative Societies, Income Tax Authorities

| and other related Government bodies.

2. The Petitioner states that Respondent No. 1 is the Union of

' India. The Petitioner vide the present Petition seeks to
challengé the constitutional validity of the Banking

A/ Regulation (Amendment) Act, 2020 and ‘two Circulars issued
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by the Respondent No. 2 dated 27" April, 2021 and 25™ June
- :@ 1 (héreinafter referred to as the ‘impugned Act’ and

l 3w
1mpugned Clrculars respectlvely) The Respondent No. T

AR

: by both the houses of the Patliament. | R T q
\ "\ s ,r, , “; ) . o
o
\:i,m #3 The Respondent No. 2 is the Reserve Bank of Indla wh1ch 1s
Q“J\Z—wconstltuted or which is established under Reserve Bank of
India ‘Act, 1934. The 1mpugned Circular is issued by
Respondélrif‘No. 2. Respondent No. 1 as well as Respondent
No. 2 .are. State within the meaning of Article 12 .of the
Constitution of India and are thus amenable to. the. writ

jurisdiction of this Hon'ble High Court. -

4, The Petitioner states that vidé the present Pe'titioﬁ,”!t’hé
Petitioner seeks to challenge the constitutional validity of the
Banking regulation (Amendment) Act 2020 as well as a

b Circulars issued by Respondent No. 2 dated 27" April, 2021
and 25" June 2021.

5. The Petitioner states that the impugned Act was published in
the official gazette on 29" September, 2020 and was brought
into force with effect from 26™ June 2020 except Section 4
which was brought into force from 1% April, 2021 vide a
separate notification published in the official Gazette on 23"
Erh: }9 * December 2020. Hereto annexed and marked as EXHIBIT A
Erh:- B°  and EXHIBIT B are the copies of the Gazette Notification
dated 29™ September 2020 as well as Gazette Notification
dated 23" December 2020.

* 5
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6. The Petitioner states that the Petitioner also seeks to challenge
" the impugned Circulars which are issued’by Respondent No.
7 DO TN, namely the Circular dt:-31/12/2019, Circular dt:-27/4/2021,
ircular dt:-25/6/2021 and 1t is the categorical case of the

;:a’ :V\l‘ﬁ £ ) .
T /’ %nd hence the Petitioner constrained to approach this Hon'ble
/4 L

\;« *;:*“" 5 :3?:/’/ ourt by impugning the same. The copg of the Circular dt:-
A= 31122019 issued by the RespNo.2 is annexed hereto and

marked as “EXHIBIT-C”. The copy of the Circular dt:- E‘h::‘C’
27/4/2021 issued by the Resp.No.2 is annexed hereto and
marked as “EXHIBIT-D”. The copy of the Circular dt:- £#A: -D’
25/6/2021 issued by the Resp.No.2 is annexed hereto and
marked as “EXHIBIT-E”.

Erhi-E

7. The Petitioners submit that, 1t i1s necessary to look into the
history. It is submitted, that in the year 1965 there was an
issue as to whether the regulation of the Reserve Bank of

3 India in respect of the Co-operative Bank is to be accepted or
5 not. It i1s submitted that in the year 1965 only for the insurance
cover of Rs. 1500/- of the deposit credit guarantee insurance
it was suggested by the then Madras and the Mysore
Government, that the Regulation in of the State Government

should not be taken.

8. However, Shri Dhananjayrao Gadgil the pioneear of the Co-
operative society movement Vaikunthabai Mehta and then
‘“\1 Reserve Bank of India Governor assured that the regulation of

the Urban Co-operative Bank will be given to a separate



department of the Reserve Bank of India by name
Agricultural Credit Department. It was also, assured that

necessary amendment in the Banking Regulation Act will be

ade for the purpose of regulating the control of the Co-

~RY
A, E,.-—mep(irz:i e Bank but at the same time maintaining the
: o

,\«1‘;)’ \autonom of the Co-operative bank. [t is in these
k4 -’ f\ ,?. ll .ﬁ .

cncumstal}ces that, the Banking Regulation Act Amendment

-.\,.}f

B A Was made At that time the then Honourable Governor of the

Tt

on the Co-operative Bank the autonomy of the Co-operative
society will be taken care off. However, the present
amendment and ordinance which have been made in the year
2020 would clearly show that assurance is completely

violated in the instance case.

9. The Petitioners submit that in order to deal with the
controversy at hand and the challenge to the Impugned Act as
well as the Impugned Circulars, the Petitioner places reliance
on Article 246 of the Constitution of India. The provision of
Article 246 of the Constitution of India empowers the Union
Legislature consisting of the Lok Sabha and Rajya Sabha and
the State Legislature which consist of Legislative Assembly
and Legislative Council. Further the power to legislate has
been categorized into three Lists viz. Union List, State List
and Concurrent List. The said lists can be found in the 7"

Schedule of the Constitution of India. The Petitioners submit

@J‘ f
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that amongst the three list, list I is known as the Union List,

which consist those subjects in respect of which the Union

R -‘f»_gina ir%mentloned therein shall be under the exclusive power and

e
"‘ Zaf]

/ ‘~< authonty of the State Government to make leglslatlon on and

well as the State Legislature shall have the power and
authority to make legislation. The Petitioners submit that in
list I, there is an entry viz. Entry No. 45, which deals with
Banking. The Petitioners submit that similarly list II viz. the
State List, consist of subject in respect of which the State
Legislature éxclusively has a jurisdiction, power and authority
to enact laws. In respect of the subjects, which are included
in the State List, the Parliament shall not be in a position to

make any laws.

10.The Petitioners submit that with regards to the controversy at
hand, since the Banking Regulation Amendment Act, 2020
(for short “said Act”,) has been enacted by the Parliament
thereby empowering the Respondent No. 2 to 1ssue circular in
respect of subjects which are other than the “Banking” as a
business. Therefore, these issues became relevant and in the
humble submissions of the Petitioner are ultra vires to the
provisions of the Constitution of India, 1950. The Petitioner
however, makes it clear that with regards to the present case
we are not concerned with the concurrent list at all. The

Petitioners submit that the real dispute ‘s between the

' o p



provisions of entry 45 of the union list as opposed to entry 32
of the State List.

e
r‘_Suprem)e Court has said that entry 45 of list I, which deals

)F“'
N

ﬁlth Bankmg, would mean “Banking as a business or banking

¢ m'_if’_f,_f_:js ar{éssentlal business”. (Emphasis supplied).

- 12. The Petitioners submit that on the contrary entry 32 of list II,
of the 7" schedule of the Constitution of India deals with
Cooperative Society, incorporation, management and aspects

other than banking as a business. (Emphasis supplied).

-

13.The Petitioners submit that, the matter as to who should be a
Managing Director or a Chief Executive Officer or what
should be their prescribed qualifications or what should be the
prescribed qualification of the directors or who should be
auditor are the matters which really have nothing to do with
banking as a business.- The Petitioners submit that these are
essentially in respect of Managing Committee viz.
incorporation of the Management of the Cooperative Society

as a person.

14.The Petitioners submit that, therefore ex-facie the aspect
- relating to the incorporation and the management of the Co-
operative Society as a person are distinct and different from
the “Businesses of Banking” and therefore, the same would
fall outside the preview of Entry 45 of list 1, of the schedule
VII of the Constitution of India. The Petitioners submit thgt



|

therefore, the parliament may not have aﬁy juljisdiction to

(* *-‘- ke any law such as the said Act, and the consequent

r foe,, CITC ular which has been issued by the Respondent No. 2.

B H
.,:;I‘S.Thﬁietltloners submit that, however, there is one more aspect

r‘.':&”
/

i Y T
\ ) \\ “'«xfg /whlch requires consideration and calls for mterference from

/
ur W ;thls Honourable Court i.e. apart from the provision of entry 45

of List I and entry 32 of List II of the Schedule VII of the
Constitution of India.

16.The Constitution of India was amen@ed by 97th Amendment
Act, by which Part [X-B was inserted in the Constitution. This
was an independent power irrespective of Article 246 read
with the 7" Schedule of the Constitution of India. This being
the position the said amendment was challenged before the
Honourable Gujarat High Court and the High Court vide
jJudgment reported in 2013 SCC Online Gujarat 2242 declared
the saild Part IX-B of the Constitution of India to be
unconstitutional. The Petitioner states that it is important to
note that while declaring the said part 1X-B unconstitutional
the Honourable Gujarat High Court had not granted any stay
on the operation of the said order even after a specific request

by Unton of India made in that regard.

17.The Petitioner states that at this juncture the Petitionef places
reliance on the judgment in case of Kusum Ignot and Alloys
Pyvt. Ltd. reported in 2004 (6) SCC 254 in which the
Honourable Supreme Court of India held that when a

judgment with reépect to a Central Legislation is delivered by

L4 ' Vs



the High Court it would have a Pan India effect. The

@\Eetiﬁoner states that in other words the scope of Honourable
‘ /&E’”;? Guj at ngh Court Judgment is not confined only to the

. & :;“‘ amft(h"éfr ountry.
e {ﬂ 3 /

s"“} ,fl/

o

“=18.The Petitioner states that it places reliance on another
judgment with regards to this point viz. the judgment in case
of the Union of India Vs. Rajendra Shah Reported in 2021
SCC Online SC 474 on 28™ July 2021 wherein even the
Honourable Supreme Court of India has confirmed the
judgment of the Gujarat High Court and has modified the
same only to the extent of Multi —state Co-operative Societies
which modification is not concerned with the respect to the

controversy at hand.

19.The Petitioner states that in the light of this it will not be
possible for the Respondent No.1 to rely upon the provision of

Part IX-B of the Constitution to justify the said Act.

20. The IPetitioners state, that, Respondent Union of India, by
legislating the said Act, has essentially encroached upon the
domain which is within the exclusive spear of State List,
thereby affecting- the day to day management of the
Cooperative Societies. The certain aspects of the managing
and running of the Cooperative societies, such as the

contribution of Share capital, Elections to the Board of
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.. Directors and their eligibility criteria, Tenure which are not

pertaining to the aspect of “Banking as Business” are also

: ;" heing affected as a result of the Amending Act. It is stated

/;‘4 “\‘.\"’, TN _j_n
/f, f_/:;_;_;;@‘ BT thz?ti by virtue of the Amending Act, the Resp.No.2 has been
{\ﬁ"{ { emp}owered to regulate or even the power to amend the

;\\0\_)2 /! / g}elaws of the Society to name the few, having been subject
RN S *1 Ato its prior approval. It is stated that, Resp.No.2, has issued
""" the Circulars dt:-27/4/2021 and dt:-25/6/2021, issuing certain
guidelines, thereby severally affecting the management of the

Co-operative Societies across the state. It is submitted,

aggrievéd, thereby by the provision-of Banking regulation

(Amendment) Act 2020 as well as a Circulars issued by

Respondent No. 2 dated 270 April, 2021 and 25" June 2021,

the Petitioner seeks to approach this Hon’ble High Court in its

Writ Jurisdiction U/Art.226 of the Constitution of India, 1950

on following grounds amongst other, which are being taken

without prejudice to each other:-

GROUNDS OF OBJECTION

21.That Constitution U/Art.246 has clearly laid down the

separation of powers between the Parliament and the State

. Legislature, thereby marking the subjects on which the
respective  Legislative bodies would have exclusive

jurisdiction, which is not to be encroached upon by the other.

In the submission of the Petitioner, as per the list II viz. the

State List includes incorporation, regulation and wiﬁding up

of Co-operative societies as a subject under the State List

&
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by the@t te Legislature alone,

leties would be subject to the Regulations as framed

!

L

----- 22 That_ Vldé the impugned Act, the Respondent No.l has

» encfo}ched upon the functioning of Co-operative Bank which

o, T
\:\'}.;‘-.'--}%.* 5 "—“f

“=i=zdra§ given rise to several problems. In the submission of the
Petitioner under the Cover of Entry 45 of Union List, which
essentially deals with “Banking”, the Resp.No.1 passed the
impugned Act, thereby regulating the appointment to Board of
Directors of the Societies, which amounts to the colorable
exercise of the Power and on that ground alone is liable to be

quashed and set aside.

23.That by virtue of Arti.246 read with Union List Entry no.45,
the Parliament is only competent to pass the legislation
pertaining to “Banking” which in, the submission of the
Petitiéner is confined to “Banking as Business”, in other
words only the Power to legislate is limited only to the extent
of the core Banking aspect of any Societies and not beyond
that. Therefore, ahy enactment which is affecting the other
aspects of the Co-operative Societies other than “Banking as
Business” would be devoid - of any jurisdiction and

competence.

24.That even the Honourable Supreme Court of India vide its
judgment in an Appeal against the 97" Amendment to the
Constitution of India arising out of the Judgment and order

passed by the Honourable Gujarat High Court has made

N

G'_ der Entry 32 and therefore, the day to day management of -



| | 13

RN
ffﬂ I _@_}Nlanﬁcatmn with regards to this point. It is clarified by the
B

A "L“Flbnourable Supreme Court of India that the 97" Amendment -

l:_"‘-""if.,? \
By

b,

39 Id not be implemented for Co-operative Society registered
/ upder the State Act. That the Banking Regulation Act
s /amendments also suffers from the same vice hence its
implementation is under a clout and is ultra vires to the

Constitution of India.

25.That as per all the State Co-operative Societies Act the share
capital of the Society has to be contributed exclusively by its

members and that the impugned Act is in contravention to this

basic principle which stipulates that the share capital can be

contributed even by the Non-members even if they are outside

~ the societies area of operation. [Emphasis supplied]

26.That this provision is prima facic against the object of all the

State Acts with respect to Co-operative Society. In the
submission of the Petitioner, the impugned Act 1s liable to

. struck down, as the same is in direct conflict with the state

legislation,

27.That one of basic principle of Co-operation is voluntary

association of person.

28.That in accordance with and as per the State Act a member
can at any time relinquishes membership and withdraw his

contribution of share capital.

9/

A



29.That however as per the provisions of the impugned Act

2
LN

h)
v 0 «.opﬁ
= / . o ;é,.-“:-r o

MR .
- becomes share holder of a society and has to compulsorily

i e Y

-+ continue to be a member irrespective of his willingness or
P "r‘”n\ .",

30.That there is yet another contrast which has occurred due to
the coming into effect of the impugned Act viz. merger of two
cooperative institutions both ordinarily happens only with the
consent and approval of the Managing Committee and
General Body of the two institutions as per the respective
State Cooperative Laws. However, in striking contravention
to the said provision are the provisions of the impugned Act
which provide for merger or acquisition between two
cooperative banks as per the decisions of RBI. (emphasis
supplied). This again in the humble submission of the

Petitioner is against the State Cooperative Societies Act.

31.That the elections to the Board of Directors of Cooperative
Institutions are conducted by officers of the Cooperative
department as per the provisions of the respective State Acts.
This is because such Directors of Cooperative Societies are
democratically elected. That the powers to decide about the
qualification and other eligibility criteria of such directors has
been now entrusted to the Respondent No. 2 vide the
impugned Act and the same in the humble submission of the

Petitioner is against the provisions of the constitution of India.

N
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peez==n37 That several other aspects such as tenure of elected Board of

/ s T f"
by 47 ? 2
2 T *’? irectors, eligibility criteria for Chairman, maximum number
‘.?; E// 4‘}}1 o \‘Q

iy A of{cerm for which a person can be Chairman etc. are covered

"linder the jurisdiction of State Act as Cooperatlon is listed

H

\'\‘ :\ t’lgi,; © fu}fll er the State List i.e. List II. However, changes in these
N
\Q:;%i;wi;/ ‘)/spects have also been incorporated in the impugned Act
T which is once again against the basic principles enlisted in the
Constitution of India. |
33.That the employee’s appointments are also to be done in
cooperative institutions as per the provisions of the State Act
_zind Rules. That the Managing Director / Chief Executive
) Officer are also an employee covered under these ﬁrovisions.
.

That the impugned Act has made changes in these aspects
also giving power to the RBI to determine their eligibility
criteria or period of employment as also an additional
stipulation that RBI permissions to be obtained for such
appointments. That this being against the constitutional
‘provision also violates the rights of democratically elected

Board of Directors.

34.That the State Acts do not have any provision for Board of
Management. However, RBI has been empowered to
constitute a Board of Management in cooperative Banks and
has also been given the powers over the members of Board of

m//lanagement as also the CEO and/or the MD which again has



g ',_‘__‘.That aﬂ r the coming into effect of the impugned Act,

':Resfpondént No. 2 has imposed restrictions on cooperative

o

rban’l;anks for amending their bye-laws. That was stipulated
that before amending the bye-laws, Union Cooperative Banks
have to obtain the permission of the Respondent No. 2. That
this is an attempt to infringe the democratic right of
cooperatives. That as per the cooperative principle and also
the statute which stipulates body of the shareholders is the
highest decision making body and that attempts to curb or
restrict on this democratic right would be in violation of the

constitution.

36.That the impugned Act has also empowered RBI to frame
regulation for appointment of statutory auditors and that RBI
withoﬁt considering the ground realities of the places in which
the urban cooperative Banks are fun!ctioning and the absence
of auditors meeting RBI stipulate(i criteria at these places has
issued new regulations. That besides this causing unavoidable
problems for cooperative it is also in conflict to the provisions

of the_ State Act.

37.The impugned Act is ex-facie unconstitutional and requires

interference by this Honourable Court.

38.The impugned Act is ultra-vires to the constitution and is

¢ beyond the Législative competence of the Parliament.

y
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e E’”«\ . . .
70 e L) }-“39» That the impugned Act is enacted by the Parliament under the

o

/.?' f’ o PR ?w*\ \arb of exercising its powers under Entry 45 of list I of the 7"

H {1 o “« st]}nedule However, the said entry is limited to pr0v1510ns
\'-. L e ! ;c’*‘
\\‘\;3\ « EnTGen /e ryhlch affect the ‘essential business of Bank’ qua the
b"‘:‘.;h - 7 /"ﬂ/
\Q\Lia R 2 definition of the word “banking” as defined u/s. 2(b) of the
‘\"__‘5 N (.2%4

Banking Regulation Act.

4Q.That essentially what the Reserve Bank of India regulates is
purely Banking related activities viz. permission to open
bfanches, framing of policies with regards to loan, asset
qualification, liquidity requirement etc. However, what is
sought to be done by the impugned Act is expanding the
power and control of Reserve Bank of India qua the matter is
related to the Legislative Head viz. incorporation,
management and Liquidation of Cooperative Societies which

~ essentially falls under Entry 32 of List II of 7% schedule of
Constitution and not under Entry 45 of List 1.

41.That although the impugned Act is brought into force
purportedly by exercising the powers under entry 45 of List 1,
yet it completely encroaches upon a field which is exclusively

within the domain of entry 32 of the state list.

42.That essentially the object of the Banking Regulation Act is
purely to regulate the aépects of Banking whéreas the primarjz
object of the Maharashtra Cooperative Societie-s Act 1s for
development, management and regulation of cooperatives
societies in general and also urban banks in particular. -

\
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44, That the Parliament lacks complete Legislative competence to

regulate any function with respect to cooperative societies in
respect of rights, duties and functions of the members of the
; cooperative societies at least under entry 45 of the list 1 of the

7% schedule.

45.That the functions which are sought to be encroached upon by
the impugned Act are expressly included in the state list and
on the other hand are expressly and unequivocally excluded

from entry 43 of List 1 of the 7" schedule.

46.That on bare perusal of entry 32 of List 2 in contrast with
entry 43 read with entry 45 of List 1 of the 7™ schedule of the
constitution, it can be said that there is a clear demarcation of

Legislative fields by the framers of the constitution.

47.That even as per Article 19(1c) which is a fundamental right

to form association and/or cooperative societies guaranteed

¢ under the constitution of India is read with the right to govern
such association or cooperative society as is formed therein
under. Hence it is all the more impermissible to interfere with

the association or cooperative societies so formed.

o\
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48\That even if the statement of objects and reasons of the 1966

““:;;\.”Aﬁ?'nendment of Banking Regulation Act is seen, it will be

‘ )ear that the said amendment was brought in specifically to
efrain from Legislating in fields which would have an impact
R on entry 32 of List 2 and furthermore without any sort of a

ratification from the State Legislature as contemplated by law

the impugned Act cannot pass the muster of constitutionality.

49 Furthermore the impugned Act essentially affects the basic
structure of the constitution viz. the federal structure and
hence it 1s unconstitutional and all the more unsustainable and

therefore shall be struck down by this Hon'ble Court.

50.That the impugned Act is also unconstitutional in the light of
the Judgment given by the Hon'ble Gujrat High Court which
was subsequently confirmed by the Hon'ble Supreme Court of
India wherein a challenge to the provisions of Article 243ZN
(1) were challenged and by which the provisions of the
Banking Regulaﬁon Act were sought to be made applicable to
the cooperative societies running banking business. Thus even
following the precedents by the Hon'ble Supferﬁe Court of
India this impugned Act is absolutely unconstitutional and

deserves to be struck down.

51.That per'usal of Section 4A of the impugned Act would show
that the words “notwithstanding anything content in any law

for time being in force ........ ” For the words * the provision

v y?



nking Regulation Act, as its stood prior to the impughed

amendment. That the words any other law for time being in
force itself gives an overriding effect to the Banking
Regulation Act over the Maharashtra Co-operative Societies
Act. That the provision of Section 56 of the Banking
Regulation Act after the amendment deal with the matters
pertaining into incorporation, regulation and winding up in
addition to the matters relating to the banking and in so far as
provision relating to banking are concerned the exclusive
domain of legislation lies with the Parliament whereas for
matters pertaining to incorporation, regulation and winding
up. The exclusive domain for legislation lies with the state.
That consequently the said non-obstante clause a newly
introduced wide the impugned Act would have effect that the
said amendment provision would supersede the state
legislation that the Maharashtra Co-operative Societies Act in

relation to incorporation, regulation and winding up.

52.That Section 4F of the impugned Act, that vide Section 4F of

the impugned Act, Section 56 (f) (1) section 56 (fi) and
Section (g) of the Banking Regulation Act. Prior to the
impugned Act, Section 56 (f)(i)provided for certain
modification to Section 8 of the Banking Regulation Act in
relation to its Application to Co-operative Bank. Similarly
Section 56 (fii) provides for certain modification to section 9
of the Banking Regulation Act, in relation to its Application
to Co-operative Bank. Similarly Section 56 (g) of the Banking

A
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egulation Act, prior to the impugned Act provided that
'éction 10, 10A, 10BB, 10C and 10D of the Banking

\ Regulation Act would not apply to Co-operative Bank. It is

‘?"‘“m

submitted that modification made vide Section 56 to the
Banking Regulation Act, in relation to applicability of the
Banking Regulation Act, two cooperative bank have been
withdrawn by the impugned provision of the impugned Act.
That by virtue of Section 4F of the impugned Act, Section 56
(f1), Section 56 (fi1) and Section 56 (g) of the Banking
Regulation Act, stands omitted resultantly section §, 9, 10,
10A, 10B, 10BB , 10C and 10D as the exists in the Banking
Regulation Act, would directly become applicable to
Cooperative  banks. By virtue of the aforesaid Section 10,
10A, 10B, 10BB, 10C, and 10D of the Banking Regulation
Act being made applicable to Co-operative Bank essential
Aspect of management of Co-operative Bank which were
previously governed by concerned state legislation shall not

be governed by the Banking Regulation Act.

53.That the management of Co-operative Society including Co-
operative Bank are matters which can be legislated only under
Entry 32 of List IT and as such cannot be governed by Section
10 , 10A, 10B, 10BB, 10C, and 10D of the Banking
Regulation Act. Consequently it is submitted that the
provision of the impugned Act, which may applicable to the
aforesaid section relating to management of Co-operative

Bank is without legislative competence and as such deserve to

M?/held and ultravires and unconstitutional.



\\ ) 54':’That prlof o the impugned Act, Section 56(i) of the Banking

\
""\M.

{\\\\i » ;Ifig/u /gf'lOIl Act, as its stood then specifically excluded the
applicable of Section 12, 12A, 13, 15, 16, and 17 of the
Banking Regulation Act, to Co-operative Banks. However,
upon amendment to the said Section 56 (1) the provision of the
said Section of the Banking Regulation Act, have now been
made applicable to Co-operative bank. That upon perusal of

£ the said Section of the Banking Regulation Act, it can be seen
that the essential deal with matter conceming the
incorporation , regulation and winding up of co-operative
bank which are purely beyond the legislative Competence of
the Parliament with regards to the banking Regulation Act.

55.That extending Application of Section 12A to the Co-
operative bank would mean that the voting rights and
concerns of the Management of the Co-operative bank for

which regulation can only be prescribed under Entry 32 of the

{"\

List 11 is now sought to be taken away from the resume of the
Maharashtra Co-operative Societies Act, and is sought to be
placed within the resume of the Banking Regulation Act

which 1s without any legislative competent.

56.That Section 16 of the Banking Regulation Act, provides for
restriction on persons who can be appointed as Directors in
Co-operative bank which is beyond any doubt a matter

concerning the management of the Co-operative bank on

-
i

which regulation can be made only under Entry 32 of List II

¥



57.That by the impugned Act, Section 56 (r), Section 56 (11) and

Section 56 (sa) of the Banking Regulation Act stands omitted.
That prior to the impugned Act coming into force Section 56
(r) omitted Section 25 of the Banking Regulation Act in its
applicability to cooperative Banks.

58.That Section 56 (1) of the Banking Regulation Act made
modification to Section 26 in their application to Cooperative

Banks and Section 56 (a) provided for different audit

¢ mechanism for cooperative Banks, by substituting Section 30
with a different mechanism in so far as cooperative Banks

were concerned.

59.That by virtue of amendment to Section 56, 56 (ri) and 56 (sa)
having been repealed and consequently Section 25, 26 and 30

of the Banking Regulation Act been made applicable to

¢ cooperative Banks. Prior to amegdment the RBI unnder- Section
56 (sa) was only competent to pass orders for additional audit
without prejudice to any other law. _Ho'wevler, b.y.virt'ué of
impugned Act, .Sectio}l 30 of the Banking 'Regtilation Aét 18

made applicable in terms to cooperative Banks thereby
conferring upon the RBI, supervisory power on non-banking

aspects of a cooperative society including on matters of audit

which essentially is  of management . itself (emphasis

Vpplied).
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60 That ny}the impugned Act, Section 56 (u), Section 56 (v),

!}rf

Se tlcjy 56 (x), Section 56 (y), Section 56 (z) and Section 56

t\__Jga) of Banking Regulation Act stands omitted. Prior to the

amendment Section 56 (u) provided for omission of Sections
32 to Section 34 in its application to the cooperative Banks.
Section 56 (v) provided for the exclusion of Section 34A (3)
in so far as cooperative Banks are concerned. Section 56 (x)
provided for modification of certain words in Section 35A of
the Banking Regulation Act in connection with the
Cooperative Banks. Section 56 (y) provide for omission of
Section 35B in relation to the application of Banking
Regulation Act to cooperative Banks. Section 56 (z) provided
for certain modification and Section 36 in connection to its
application to cooperative banks. By Section 56 (za)
modifications were made to Section 36 A of the Banking

Regulation Act in connection with cooperative Bank.

61.By enacting the impugned Act, the Sections 32 to 34 which

were previously excluded from application in connection to
cooperative banks have now been made applicable and the
provisions of these Sections are crystal clear fo show that
what is sought to be done by the said Sections is purely
- outside the purview of Banking Regulation Act in application

to the cooperative societies and the cooperative Banks.

62.That Section 56 (y) of the Banking Regulation Act has been

omitted by the impugned Act. Similarly, Section 35 (B) of the
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ing Regulation Act has been made ai;plicable to

erative Banks which provides for certain provisions

SRR ANT : . :
e oS Tglating to appointment of Managing Directors etc and the
N dl e W

e

e Banking Companies. The said provision also requires the
* cooperative Bank to take prior approval of the RBI in relation

to matters concerning appointment of Managing Directors etc.

and Banking Companies. This provision amount to restriction

on the Management rights of the cooperative banks, which
restrictions can only be imposed underuentry 32 to List 2.
Therefore, they are ultravires for having been enacted without

Legislative parties.

63.That Section 4 (M) of the impugned Act, amends Section 56
(zaa) of the Banking Regulation Act. Prior to the amendment
Section 56 (zaa) provided for certain modification to Section
36AAA in its application to cooperative soc_iéties. By virtue
of the amendment in Section 56 (zaa) vide Section 4M of the
impugned Act. The applicability of Section 56AAA is
extended to all Cooperative Banks in addition to multistate
cooperative Banks, as a result of which the power to
supercede the Board of Cooperative Banks gets conferred
upon the Respondent No. 2 which power as such is in
derogation to powers conferred on the registrar of the
cooperative societies of the State who is now assigned a mere
consultative role as provided in the proviso of Section 36AAA
(1) introduced by Section 4M of the impugned Act. As a

“result of the said amendment powers to supersede to the

D!/ Board of the cooperative Bank which is an essential fosset of

S
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A-That by virtue of Section Z56 ‘(zb) of the and amended
Banking Regulation Act the Application of Part II A part 2A
except Sections 36AAA, 36AAB, and 36AAC part 2C, part
III except section 45 (1) (2) and (3) and Part IIIA except
Section 45W were omitted in their application to cooperative
banks. However section 4N substitutes it with the words ‘(zb)
part II shall be omitted’ and therefore the provision of the Part
IIA, Part ITIA are made applicable to State Co-Operative
Bank thereby granting control over the management of the
Co-operative bank to RBI permitting suspension of business
and winding up etc. Consequently it is submitted that Section
4M as also Section 4N of the Impugned Act are

unconstitutional for want of legislative competent.

65.1t is submitted that vide Section 4Q the Impugned Act Section

56 (zg) of the Banking Regulation Act, stands amended. Prior
to the Amendment Section 49B and 49C of the Banking -
Regulation Act, were not applicable to cooperative banks.
Section 49C deals with the power to amend the MOA of the
Banking Company. It is submitted that by virtue of the
Amendment in Section 4Q of the Impugned Act, Section 49C
has been made applicable to Co-operative Bank as a result of
which amendments to the MOA and management cannot be
undertaken without the consent from the RBI. Consequently it

is submitted that essential functions of Management

N
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competence being within the exclusive domain of entry 32 of

list I1.

66.That the Parliament competence to amend the Securitization

. and Reconstruction of Financial assets and Enforcement of
Security Interest Act, 2002 in relation to its applicability to
cooperative banks was considered by the constitutional bench

of the Honourable Supreme Court. The entity of cooperative

banks staﬁds protected and the judgment of the Honourable

Supreme Court categorically holds that the affairs of the
cooperative society running a bank other than its banking

affairs would continue to be controlled by the law made by

the State Legislature exclusively under entry 32 of list II of

the seventh schedule of Constitution of India.

67.That it is not only the banking affairs which are sought to be
control but it is the very entity of the society which is sought
to be now controlled by the parliamentary legislation thereby

making state legislation completely redundant.

68.That entry 32 of list II of the seventh schedule of Constitution
of India is exhaustive and Parliamentary intrusion is
constitutionally impermissible as regards incorporation

regulation and winding up of cooperative banks.

69.That there are aspects of dimensions of incorporation,

/M

regulation and winding up of cooperative banks writ large in

&
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e the"{amf_:ndmg act and they are definitely not within the

Y {:;\\\J'purwew of the Banking Regulation Act and hence such
\weds or dimensions of the aforesaid activities would be
clearly without and beyond the Legislative competence of the

Parliament under entry 45 of list one.

70.That where a field is exclusively allocated to the state
legislature under list II and a legislation fully octupying the
said field exists the impugned act which intends to invade the

autonomy preserved in state legislature cannot take the shape

N

of law to be made by the Parliament under entry 43 read with
entry 45 of list one of seventh schedule of the Constitution of

Indza.

71.That it is rather to take control of the affairs of the cooperative
society so as to completely regulate on the ground that
Parliament has given full competence to make any law even

¢ touching upon the affairs of the society because the society

nothing else but the cooperative bank.

72.That the impugned circulars issued by the Respondent No. 2
is in purported exercise of powers derived by the RBI under
the impugned act and hence the same is also unconstitutional
and unsustainable and without authority of law and deserves

to be struck down as ultravires.

73.That the impugned act as otherwise bad in law

unconstitutional ultravires and deserves to be struck down.

< N\
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within the extraordinary territorial Jurisdiction of this
Honourable Court. Hence this Honourable Court has

jurisdiction to try, entertain and decide this petition.

76.The Petitioner has not preferred any other Writ Petition,
appeal or application, either in this Honourable Court or any
other court on in the Honourable Supreme Court of India, in

respect of this cause of action.

77.The Petitioner has not received Notice regarding the Caveat

Application.

78.The last impugned Circular has been issued on 25 June 2021,

the Petitioner thereafter consulted his Advocate. Taking into

‘ consideration the time required for this, the Petitioner is
| approaching this Honourable Court without any latches or
negligence on his part. Hence this petition is filed within the

period of limitation.

79.Against the impugned Judgment & Order no appeal is
provided under Section 115 of the Code of Civil Procedure
1908. Therefore except this Writ Petition there is no other
alternative and efficacious remedy available to the Petitioner.

Hence this petition is maintainable.

AP
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The\ Petétioner undertakes to give the English translation of

ara'zhl | documents when so required by the Honourable

—]l\ \ S ’?‘ "':.f'
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\;*‘F\ (é,ﬂ 7gl{,“@ﬁw hoseas i\~ PRAVERS L
THE PETITIONERS THEREFORE RESPECTFULLY PRAY
AS UNDER :-

[A]That this Honourable Court be pleased to issue a writ
Certiorari or writ in the nature of Certiorari or any other writ
order direction in the nature of Certiorari thereby declaring
that the Banking Regulation {Amendment Act) 2020 as
violative of Aﬂicie 14,19 of the Constitution of India, 1950
and for want of competence be declared unconstitutional and

the same to be quash and set aside.

[BjThat this Honourable Court be pleased to issue writ
mandamus or writ in the nature of mandamus or any other

/ writ order direction in the nature of mandamus thereby
permanently restraining the Respondent from imi)lementing
executing enforcing and giving effect to the Banking

Regulation (Amendment) Act, 2020.

[C]That this Honourable Court be pleased to issue writ certiorari
or writ in the nature of certiorari or any other writ order
direction thereby quashing and setting aside the circular dated

- 31" December 2019 issued by the Respondent No.2 (Exhibit-

C hereto as also impugned circular dated 27™ April 2021
issued by the Respondent No.2 (Exhibjt-D_hereto) and 25"

@L June 2021 issued by the Respondent No.2 (Exhibit-E hereto)

g




* as the same being ultravires and unconstitutional and the same

deserves to be quash and set aside.

4 0\?" Respondent be restrain by sultablé order injunction or
+OF i direction from imiplementing executmg enforcing or giving
into effect to the Banking Regulatmn (Amendment) Act,
N 2020 '

[E]That pending the hearing and ﬁna] dlsposal of the present
Petition the Respondent be restram the suitable order
injunction or direction from 1mp1ement1ng, executing,
enforcing or giving effect to t‘h‘é’ impugned circular the
circular dated 31* December 2019ussued by the Respondent
No.2 (Exhlbxt-CJlereto as also 1mpugned circular dated 27
April 2021 1§!§ued by thé Resplondent No.2 1@xh1b1t—

hereto) and 25th June 2021 Issued 1by the RCSpondent No.2
hg:;;m %. ! '

1".
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[F]Ad mtcrlm relief m terins oﬂprayer{ Clause (D), (E) above be

A

hereto .

N ¥ granted in, favour of the Petitioner. {- s
¥ o, |

[G]Th’at thé costs of ifhistﬁtfpetition be awarded in favour of

iy b oL
‘Petitioner. agafnst hespendent by this Honourable Court.

_ JI:H]For suchrother orders as justice and convemencc may "demand
from time to time be passcé u‘j; favourglé 'of the Petlticrier by this

% j.t.a.ft hg &‘..o . .
Honourable.Court. - S
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OM/ . N

- . d .
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%y ADVOCATE FOR THE PETITIONE

/lgh Sayah Bhou'

/%_h

\ PLACE: BOMBAY
. DATE:b 7217022
VERIFICATION
, Mrs. Sayali Bhoir, Chief Executive & Secretary, The

Maharashtra Urban Cooperative, Banks Federation Lid., Having
Head Office .at: Bharati Krida Mandir, 4% Floor, Vadala,

- Mumbal 400031, being the Power of Attorney holder of the

Petitioner; do solemnly declare, that what is' ‘4tated in paragraphs 1
to Z5 and true-to my,own knowledge, and that what is stated in

the remaining paragraphs 74 to &}  are stated on ¢ -’

information and belief, and I believe the same to be true. T
Banks Fellmw

Solemnly declaréd at Bombay on ForTho Mabarasitna Urkan Coep.

tnig) § &0 Whhary2022. )

\/‘

ASST. MASTER /ASSOCIATE,
. HIGH COURT, BOMBAY.
ID.ENTIFIED" Y ME NOTED & REGISTERED

Page No. Yﬁt B 2.~ 51, No. ‘\1, .....
Gl Date

.._AnymfammMHE PETITIONERS 2B FER YR
BEFORE ME

L3

R

L3
..

MANIS .PABALE
" B.Sc. LL.M.
ADVOCATE & NOTARY (GOVT. OF INDIA)
.7 104, Natwer, Chambers,
94~Naqiudas Master Road,
Fort Mgmbai - 400 001 -
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DISTRICT

MUMBAI

VAKALATNAMA

IN THE HIGH COURT OF JUDICATURE AT BOMBAY,
ORDINARY ORIGINAL CIVIL JURISDICTION

- WRIT PETITION NO. OF 2022

IN THE MATTER OF
ARTICLE 226 OF THE
CONSTITUTION OF INDIA
1950

AND

IN .THE MATTER OF
CHALLENGING THE
CONSTITUTIONAL

VALIDITY OF THE
BANKING  REGULATION
(AMENDMENT) ACT 2020

AND

IN THE MATTER OF
CHALLENGING THE
VALIDITY OF CIRCULAR
DATED 25™ JUNE 2021
ISSUED BY THE RESERVE
'BANK OF INDIA

1. The Dapoli Urban Co-Operative Bank Ltd.
Through its Chairman
Jaywant Shankar Jalgaonkar
Having office at:-
Veer Savarkar Marg, Post Lane,

P
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Dapoli, Dist:- Ratnagiri - 415712

Through the Power of Attorney
Sayali Bhoir

Chief Executive & Secretary

The Maharashtra Urban Cooperative
Banks Federation Ltd.

Having Head Office at:

Bharati Krida Mandir,

4* Floor, Vadala,

Mumbai 400031

. The Maharashtra Urban Cooperative

Banks Federation Ltd.

Through its Chief Executive & Secretary
Mrs, Sayali Bhoir

Having Office at :

Bharati Krida Mandir,

4* Floor, Vadala,

Mumbai 400031

VERSUS

1. The Union of India

1o

T

Through its Secretary
Ministry of Finance
New Delhi, India 110001

Reserve Bank of India

Through its Secretary

16" Floor, Central Office Building,
Saheed Bhagatsingh Marg,
Mumbai 400001

oy Q. (egfog

gh (xad COC .o

PETITIONERS

RESPONDENTS

I, Sayali Bhoir, Chief Executive & Secretary, The Maharashtra

Urban Cooperative, Banks Federation Ltd., Having Head Office
at: Bharati Krida Mandir, 4" Floor, Vadala, Mumbai 400031,

being the Power of Attorney holder of the Petitioner, in the above

g
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matter hereby appoiﬁt following Adv&dat;c, Shri. Shri. Amol Gatne,

-~

(12926) High Court to appear and act for n':ne/us as my/our Advocate/s.

Witness my/our hand this M\ day.of, February 2022.

" Sayali o e

_ [ Power of Attorney Holder ]
m/ Petltloner
.( arft not the member of Welfare Fund) for Sel £ omd o8 €aves o-f Afom *i
Hdd%’ o baptf of-petition W

Amol Gatne ColP)‘ o ooy s fHorrdy s el
(Advocate). W Hﬂ'\
C/o Anturkar & Associates,

93, Enginecring Premises, Co-op Society, Ground Floor,
Mumbai Samachar Marg, Opp. British Hotel Lane; E

Next to Jammu and Kashmir Bank =2 8
Fort, Near Bombay Stock Exchange 5w 2w
Mumbai 400023, e OF S
Tel.: (022) 22626433, 32977451 Fax (022) 22632045 7~ ' 28 =
{Mob; +91 94222 04360)
cmt B2
gatneaa@gmail.com MM / :’ } M::T 2424
(gt

3. pagistrdin x> 132%

Regd. Clerk’s Address at Mumba: forservice) . | /0 [j

Shri. Sarjerao Shinde,
High Court Appellate Side,
Mumbai — 400 032

(Mob. 9833410513)

BAR COUNCIL
WELFARE FUND
STAMP
BAR COUNCIL
WELFARE FUND

D

BAR COUNGIL

BAR COUNCIL
Y/ELFARE FUND

WELFARE FUND
STAMP

BAR COUNCIL "  BARCOQUNCL -
WELFARE FUND ' : WELFARE FUND -

STAMP

BAR COUNCIL
WELFARE FUND

2Rs
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Dapali Wkan Co <. Bank Lid,, Dapoll

; I, Shri. Jaywant Shaﬁkar"Jalgaonkar, Age :-
- Chairman of Dapoli Urban:Co-Op.  Bank Ltd. having of
1 Savarkar Marg, Post Lanej:Dapoli, District :- Ratnagiri

SPECIAL POWER OF ATTORNEY

THIS SPECIAL POWER OF ATTORNEY IS M
“Deboli.. ON THIS .. 73" DAY OF Desemb.ey. 20

g Maharashtra, solemnly state that I have appointed.

]

A s ]
Rog o, 1154

Frpiry Date; n;"‘
16/08/2022 /.5
ypars being.c’

‘Ui ViOEE
Rt

S/
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Mrs. Sayali S. Bhoir, Chief Executive & Secretary of the
Maharashtra Urban Co-operative Bank’s Federation Ltd. having
office address at Bharatiya Krida Mandir, 4t Floor, Wadala,
Mumbai — 400 031 as our Power of Attorney and I give the

following powers to her :

(a)

(c)

hatrman e

Oapol Urban Co-Z. Dank L4, Dapolf‘,‘

To engage and discharge an Advocate, to file, act,
appear, plead, withdraw and compromise Litigation in
the Honourable High Court of Judicature of Bombay.

To make Ssignature/s on the Affidavit/s and
Vakalathnama, Civil Application/s on my behalf, in
respect of the said Litigation.

To receive all kind of correspondence from the office of
the Advocate engaged on my behalf and further to give
instructions to him/her on my behaifin respect of the said
ligigation.
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(d)To do all other necessary compliance in connection with the

said litigation,

Solemnly affirmed at Dapoli

on this 'éEqL day of Dec @mhz-?éOZI

I KNOWN THE EXECUTANT
ADVOCATE

. : Choirman " —.,

Chairman v

; $apot Urhan Co-Ca, Bank Lid., Dapoli.
Dapoli Urban Co-op. Bank Lid: 7 d

I

The Maharashtra Ur

SAYAL! 5. BHOIR

Chief Excoutive & Secretary

Fhe Mahayisiitza Erban Co-Operative
: Banks® Fedpratioa Ltd. Mumbai.

Fhdolh
Ata Ravindm Muluba
TalJmm La‘\\,\kawwuoh;

mpl



SUSHANT . BELOSI:
Bsi.LL.3,
Rac Mo, 1154
NOTay ¢ ¢ COQCATE
Shop 1o, ¢ o2

Sraela Apl,
Dapoii, 1

Hid i,

- Solemnly alfirmed before me

5 by M .
" whois Idei%&:’%ar#f J f
Mr.iMrs. A '13&

to whom I know ersonally

Noted and Registereq |

-ar Sr.No. 58'/’/'107_\'
- ___'-‘—-—-—-_.-___-_-__

28/12 |20
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IN THE HIGH COURT OF JUDICATURE AT BOMBAY,
ORDINARY ORIGINAL CIVIL JURISDICTION

WRIT PETITION NO. OF 2022
Dapoli Urban Co-Operative Bank Ltd.
and another PETITIONERS
VERSUS
The Union of India

and another .
RESPONDENTS

MEMORANDUM OF REGISTERED ADDRESS OF THE
PETITIONER

The Dapoli Urban Co-Operative Bank Ltd.
Through Sayali Bhoir
: - Chief Executive & Secretary _
S The Maharashtra Urban Cooperative
Banks Federation Ltd.
' Having Head Office at:
Bharati Krida Mandir, -
4™ Floor, Vadala, SR
Mumbai 400031

. ..., Clo O ST
L-.;jg:_f (Lt DR NE Aol Gathet b b AT TTebh T s
= Advocate ngh Court
93, Engineer’s Premises Co.op. Soc. Ltd.,
Ground Floolr Opp ‘British: Hofel Lane

Muimbai Samachar Marg,
" NexttoJ &K Bank Nedt: Bombay Stock
Exchange, .- . - AT

-Fort; Mumbai: 400 023
“Code: 12926/ Reg ﬁ
" ADVOCATE FOR THE PETITIONERS
PLACE: BOMBAY -

DATE: 28/ 2./2022
96/12137



IN THE HIGH COURT OF JUDICATURE AT BOMBAY
ORDINARY ORIGINAL CIVIL JURISDICTION

WRIT PETITIONNO. .. OF2022

Dapoli Urban Co-Operative Bank Ltd.

and another - PETITIONERS
VERSUS .
The Unicon of India
and another .
RESPONDENTS
LIST OF DOCUMENTS ON WHICH THE PETITIONER WILL
RELY.
SR. | EXHI PARTICULARS PAGES
NO. BITS : FROM. TO

L | A True copy - of the Gazette|

Pt e Notification dated 29™ September
1 2020. % l-rﬂ '

2.7 {""B: True copy of the Gazette

i i | Notification dated 23" December | 5 ° 5
2020.

3] C. | True copy of the Circular dt:-

: - |31/12/2019  issued by  the| 5 &\
R et | Resp:No.2::- o - =, = o
7. D. True copy of the Circular dt:- 2 |78

| . 7127/4/2021 issued by the Resp.No.2. |

5 +E. .Tiﬁel icopyl of the Circular dt:-| —4g | 145

25/6/2021 issued by the Resp.No.2.

: PLACE BOMBAY

© DATE:)9/1/2022

9612137 -~

BEwh LY el T B e
' H 3

ADVOCATE FO%ETITIONERS
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aht
The Gazette of Judia

o 3. A Te.-3.-20092020-222114
CG-DL-E-29092020-222114

SR
EXTRAORDINARY
T I — ' |
PART I — Section 1
SR | g
PUBLISHED BY AUTHORITY

T 64) = feeeht, Wreraw, Raamr 29, 20207 AR 7, 1942 (T)
No. 64] NEW DELHI, TUESDAY, SEPTEMBER 29, 2020/ASVINA 7, 1942 (SAKA)

38 v ¥ foe 7 v & it § fawd 5 a9 snm e f s d @ W ad
Separate paging is given to this Part in order that it may be filed as a separate compilatien.

MINISTRY OF LAWAND JUSTICE
(Legislative Department)

New Dethi, the 28th September, 2020/AsvinaT, 1942 (Saka)

The following Act of Parliament received the assent of the President on the
25th September, 2020 and is hereby published for general information:—

THE BANKING REGULATION (AMENDMENT) ACT, 2020
No. 39 or 2020

L]

{29¢h September, 2020.}
AnAct further to amend the Banking Regulation Act, 1949.

BE it enacted by Parliament in the Seventy-first Year of the Republic of India as
fotlows:—

1. (1} This Actmay be called the Banking Regulation (Amendment) Act, 2020 Short title

and
{2 It shall be deemed to have come into force on the 26th day of June, 2020, except commencement.

section 4, which, in so Far as it relates to—

(#) primary co-operative banks, be deemed to have come into force on the 29th day .
of June, 2020;

(i1} state co-operative banks and central co-operative banks, come into force on
such date as the Central Government may by notification in the Official Gazette, appoint:

Provided that different dates may be appointed for state co-operative banks and
central co-operative banks and any reference in any such provision to the
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commencement of this Act shall be construed as a reference ta the coming into force of
‘that provision,

2. Inthe Banking Regulation Act, 1949 ﬂlereinaﬂer referred to as the principal Act), for

section 3, the following section shall be substituted, namely:—

*3. Notwithstanding anything contained in the National Bank for Agriculture
and Rural Development Act, 1981, this Act shall not apply to—

(&) a primary agricultural credit society; or

(D) a co-operative society whose primary object and principal business is
praviding of long-term finance for agricultural development,

if such society does not use as part of its name, or in connection with its business, the
words “bank”, "banker” or “banking" and does not act as drawee of cheques.”.

3. In section 45 of the principal Act,—

() in the marginal heading, for the word *reconstitution”, the word
“reconstruction™ shall be substituted;

{#)) in sub-section-(3), after the words “other creditors”, the words "or grant any
loans or advarices or make investments in any-credit instruments™ shall be inserted;

* {if}) in sub-section (4}, éﬂ_er the words “During the perind of moratorium”, the

words “or at any other time" shall be inserted;

(V) in sub-section (5), in clauses (g), (4 and {}), for the words “date of the order
of moratorium”, the words “reconstruetion or amalgamation” shall be substituted;

{¥) in sub-section (6}, in clause (&), for the w/prd “amalgamation”, the words
“reconstriiction or amalgamation” shall be substituted;

(vi) in sub- -section (15}, the words “or a suhsidlary bank* shall be omitted.
4. In section 56 of the principal Act,— )
(4} in the opening portion, For the words “The provisions of this Act, as in force

for the time being,”, the words “Notwithstanding anything contained in any other law
for the time being in force, the provisions of this Act” shall be substituted;

(B inclause (a), after sub-clause (i}, the following sub-clauses shall be inserted,
namely:—

*(iii} references to “memorandum of associatioﬁ" or “articles of
association” shall'be construed as references to bye-laws;

(# references to the provisions of the Companies Act, 1956, except in
Part IT1 and Part II1A, shall-be construed as referénces to the corvesponding
provisions, if any, of the law under which a co-operative bank is registered;

(v references to " Registrar™ or "Registrar of Campanies” shall be construed
as references to "Central Registrar” or “Registrar of Co-operative Socleties”, as
the case may be, under the law under which a co-operative bank is registered:';

'//,'(C) clause (d)shall be omitted;
(D} in clause (g), sub-clauses () and (i7}) shall be omitted;
(B) Inclause{s), in SEE:liOI'I 7'as s0 substituted, in sub~seclion (3,—

(D n clause (&), the words “or ¢o- operative land mortgage banks” shall be
* omitted; '

10 of 1349,

61 of 1981,

1 of 1958.

u
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(I1 in clause (), in sub-clause (i}, the words “or a co-operative land
mortgage bank” shall be omitted; .

(F) clauses (), (£ and (g) shall be omitted;
(G) for clause {3, the following clause shall be substituted, namely:—
"(4) for section 12, the following section shall be substituted, namely; —

“12. (1} A co-operative bank may, with the prior approval of the
Reserve Bank, issue, by way of public issue or private placement, —

(#} equity shares or preference shares or special shares, on
face value or at premium; and

(i) unsécured debentures or bonds or other like securities
with initial or original maturity of not less than ten years,

to any member of such co-operative bank or any other person residing
within its area of operation, subject to such conditions and ceiling, limit or
restriction on its issue or subscription or transfer, as may be specified by
the Reserve Bank in this behalf.

(&) Save as otherwise provided in this Act,—

Issue and
repulation of
paid-up share
capital and ~
securities by
co-operative
banks.

(2 no person shall be entitled to demand payment towards -

surrender of shares issued to him by a co-operative bank: and

(i) a co-operative bank shall not withdraw 6r reduce jts share
capital, except to the extent and subject to such conditions as the
Reserve Bank may specify in this behalf.”;":

() clauses (1), (m) and (g} shall be omitted;
(}} in clause (g}, sub-clauses (i) and {i) shall be omitted;
() clauses (1}, (ria) and (sa} shall be omitted;
{K) in clause (5, sub-clause () shall be omitted;
(D clauses (&), {4, (3, {3}, (2) and (2a) shall be emitted;
(M in clause {zagd),— ‘
(@ in section 36AAA as so inserted,—

() for the words “multi-State co-operative bank™, wherever they
. oceur, the words “co-operative bank” shall be substituted:;

(i) in sub-section (1}, the following proviso shall be inserted,
namely—

“Provided that in the case of a co-operative bank registered
with the Registrar of Co-operative Societies of a State, the Reserve
Bank shall issue such order in consultation with the concerned
State Government seeking its cornments, if any, within such period
as the Reserve Bank may specify.”;

(#) after sub-section (), the foliowing sub-section shall be inserted,
namely:-—- .

“(10) The provisions of section 36ACA shall not apply to a
co-operative bank.”;

(b} section 36AAB as so inserted shall be omitted;
(N for clause (2}, the following clause shall be substituted, namely:—
*(zb) Part IIC shall be omitted;”;
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(€} in clause (zd), sub-clause () shall be omitted;
(B clauses (zd) and (zf} shall be omitted;
(Q for clause (zg), the following clause shall be substituted, namely:—

*(zg) in section 49B, references to “Central Government” shall be construed
as references to *Central Registrar” or “Registrar of Co-operative Societies”, as
the case may be, under the law under which a co-operative bank is registered;";

(R clause {zF) shall be omitted;
{5) for clause (zj), the following clause shall be substituted, namely:—
‘(20 affer section 53, the following section shall be inserted, namely:—

“63A. Notwithstanding anything contained in any other provisions
of this Act, the Reserve Bank may, from time to fime, on being satisfied that
it is necessary so to do, declare, by notification in the Official Gazette, that
the provisions of item (ii) of clause (5) of sub-section-(Z) and
sub-section {2), of section 10, clause (a) of sub-section {2) of section 104,
sub-section ({4} of section 10B and clause (b) of sub-section (1) of
section 358 of this Act shall not apply to a co-operative bank or class of
co-operative banks, either generally or for such period as may be specified
therein, subject to such conditions, limitations or restrictions as it may
think fit to impose.”;".

5. (1} The Banking Regulation (Amendment} Ordinance, 2020 is hereby repealed.

(2 Notwithstanding such repeal, anything done or any action taken under the Banking

Regulation Act, 1949, as amended by the said Ordinance, shall be deemed to have been done
or taken under the corresponding provisions of the said Act as amended by this Act.

DR. G. NARAYANA RAJU,
Secretary to the Gow. of India.

Ord. 12 of
2020,

10 of 1949.
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[F. No. 7/146/2019-BOA-]]
PANKAJ JAIN, Addl. Secy.
310 GI/2020

Uploaded by Dte. of Printing at Government of India Press, Ring Road, Mayapwsi, New Dethi-110064
and Published by the Controller of Publications, Delhi- 110054,  manoscumarymmarvarve
e — VERMA - e 2HM12H

TRUE COPRY T

#=

Advocate




RESERVE BANK OF INDIA
www.rbi.org.in

RBI/2019-20/128
DoR (PCB).BPD.Cir.No.8/12.05.002/2018-20

The Chief Executive Officers of
All Primary (Urban) Co-operative Banks

Madam / Dear Sir,

Constitution of Board of Management {BolM) in Primary {(Urban) Co-operative Banks
(UCBs) :

Reserve Bank of india had released draft guidelines on constituting BoM in UCBs on June 25,

2018 inviting comments from banks and other stakeholders. Taking into consideration the

responses received, it has been decided to issue the guidelines on BoM as per Annex .

2. UCBs shall constitute a BoM by making suitable amendments in their bye-laws. The BoM
shall comprise of persons with special knowledge and practical experience in banking to
facilitate professional management and focused attention to the banking related activities of
the UCBs through appropriate amendments to their bye-laws, in accordance with the enclosed
guidelines following the due process. While constituting the BoM, the Board of Directors (BoD)
of UCB shall carry out a process of due diligence to determine the suitability of the person for
appointment as the member of the BoM, based upon qualification, expertise, track record,
integrity and other ‘fit and proper’ criteria as set out in Appendix |. Similar process of dué
diligence shalt be carried out for determining the suitability of a candidate for appointment as
CEQ. For this purpose, banks shall obtain declaration-cum-undertaking from the proposed
member of BoM/CEOQ in the format enclosed to the guidelines in Appendix Il. The process of
due diligence shall also be undertaken at the time of renewal of appointment.

3. UCBs with deposit size of T100 crore and above shall constitute BoM which will also be a
mandatory requiremenf for allowing such banks to expand their area of operation and open
new branches. UCBs with a deposit size less than T100 crore and Salary Earners’ Banks are
exempted from constituting BoM. However, for having good governance practices, such banks
may also constitute BoM, if they so desire.

B faum, Sdin wata, 9§ -7, ugdiaad dira sigr gl dgre, g (gd), dag - 400051
B/ Tel No: 622-26571M2 A Fax No: 022-26571157
Department of Regulation, Centrat Office, C-7, 1%/2" Floor, Bandra-Kurla Complex. Bandra (East), Mumbai - 400051
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4, Further, as per the guidelines, UCBs having deposit size of ¥100 crore and above shall
abtain priof approval of Reserve Bank for appointment of CEO. In this connection, it is advised
_ that Scheduled UCBs shall approach the Depaitment of _Regulation'of‘ Reserve Bank for
v. approval at least three months prior to the end of tenure of the incumbent CEO. The banks
":, shall submit the proposal for appointment of CEQ along with the declaration-cum -undertaking
of the CEO des:gnate as per Appendlx I! of these guidelines along with the list of supporting
“documents as gwen in Annex II Non-Scheduled UCBs shall approach the concerned
Regional- Office .of the Department of Supervision for the requisite approval in the similar
manner mentioned .above. Reserve Bank reserves the right to seek additional
information/documents, if deemed necessary.

5. A copy of the amended bye-laws providing for constitution of BoM shall be forwarded to the
concerned Regional Office of the Department of Supervision for information and record along
with details of the members of BoM immediately after constitution of BoM. UCBs shall also be

- requzred to submit-an annual return furnishing details of the members of the BoM as per the
format given in Annex 1l as on December 31 each year, wnthln 15 days of the end of the period
to the respectwe Regional Offices of the Reserve Bank of India.

e
3

Yours-faithfully,

{Neeraj Nigam)
Chief General Manager

Encis: Annex I, Il 4I;. Appendix |, I
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Annex|

Guidelines on Board of Management for Primary {(Urban) Co-operative Banks
{Refer circular DoR (PCB).BPD.Cir No.8/12.05.002/2019-20 dated December 31, 2019)

1. Introduction

The Expert Committee on “Licensing of New Urban Co-operative Banks” constituted under
the bhairmanship of Shri Y.H.Malegam (2011) had, inter-alia, opined that in order to address
the issues arising out of dual control and to bring about an improvement in the functioning of
the UCBs, it was desirable that the persons who manage the affairs of UCBs are professionaily

competent, devoid of vested interests and subject to supervision and control. Accordingly, it
had proposed a new organization structure consisting of a Board of Management in addition
to the Board of Directors. The issue was also defiberated by the High Powered Committee
under the chairmanship of Shri R. Gandhi (2015) which reiterated that the concept of BoM as
put forward by the Malegam Committee has to be one of the mandatory conditions for
expansion of UCBs. The Reserve Bank placéd the report of the High Powered Committee
{HPC) on its website on August 20, 2015 for seeking comments from general public and
stakeholders. RBI also held discussions on the recommendations made by HPC with the
members of the Standing Advisory Committee for UCBs and subsequently, also with select
Registrars of Co-operative Societies / their representatives. After considering the feedback of
the stakeholders, it has been decided to implement the suggestion of the Malegam Committee

on putting in place a Board of Management (BoM) in addition to Board of Directors in UCBs.
The guidelines in this regard are set out below:

2. Objective

Under the present legal framework, the Board of Directors of a UCB perform both the
executive and supervisory roles and has the responsibility to oversee the functioning of UCB
as a co-operative society as well as its functions as a bank. Since UCBs are accepting bublic
deposits, it is imperative that a separate mechanism be put in place to protect the interests of
depositors. Accordingly, it is proposed to implement a Board of Management consisting of
members with special knowledge and practical experience in banking to facilitate professional
management and focussed attention to banking related activities of UCBs.

3. Constitution of Board of Management (BoM)

3.1 There shall be a Board of Management {BoM) in every LUCB with deposit size of ¥100 crore
and above in addition fo the Board of Directors. BoM shall be constituted by the Board of
Directors (BoD) of such UCBs within a period of one year from the date of the circular. In
N
1



addition to the functions as furnished in Para 4 below, the BoD may delegate such powers as
deemed necessary for the proper functioning of the bank.

3.2 Other UCBs including Salary Earners’ Banks may also constitute BoM voluntarity. For the
UCBs with deposit size of ¥100 crore and above, constitution of BoM shall be a mandatory

condition for opening of new branches / expansion of area of operation.

4. Functions of Board of Management

The BoM shall exercise oversight over the banking reiated functions of the UCBs, assist the
BoD on formulation of the policy and any other related matters specifically delegated to it by
the Board for proper functioning of the bank. The functions of the BoM shall include the
following: '
i.  Rendering expert advice on all proposéls being put up to the Board or any Committee
of the Board for sanction of loans
ii. Recommending action for recovery of NPAs, One Time $eulement or Compromise
Settlement and assisting the Board in monitoring the same
ii.  Overseeing the managenient of funds and borrowings in the bank
iv.  Recommending proposals for investment of bank’s funds as per the board approved
policy
v.  Oversight on internal controls and systems and risk management in the bank
vi.  Exercising oversight on implementation of computerisation, technology adoption and
other incidental issues in the bank
vii.  Overseeing internal aﬁdit and inspection functions including compliance
wiii.  Oversight on complaint redressal system
iX.  Assisting the Board in formulation of policies related to ba nkmg functions, illustratively
loan policy, investment policy, recovery policy, ALM and Risk management, etc. to
ensure that policies are in tune with RB! guidelines
x.  Any other responsibility as may be delegated to it by the BoD.

NB: In the event where the BoD differs with the recommendations of BoM, it shall do so by
recording, in writing, the reasons thereof. '

5. Size of BoM

The BoM (excluding CEO} shall have a minimum of five members. The maximum number of
members in BoM shall not exceed twelve. The CEO would be a non-voting member,



LR Y
7 1 -}

6. Qualifications of Members of BOM

(i} Al the members of BoM shall consist of persons having special knowledge or practical
experience in respect of one ar more of the following matters, namely:-

Accountancy

Agriculture and rural economy

Banking '

Co-operation

Economics

Finance

Law

Small scale industry

S@e@ ™0 ap o

infarmation Techn'ology

i Any other subject, which would, in opinion of the Reserve Bank, be useful to the UCB

(i) The members of BoM shall at all times satisfy the ‘Fit and Proper’ Criteria as furnished in
Appendix 1.

(i} Members of the BoM may be drawn from the members of the Board of Directors provided
they meet the criteria specified. However, not more than 50 per cent of the BoM members
shall be from BoD. Under all circumstances, BoM shall have at least two members from
outside the BoD.

{iv) A member of BoM can be appointed in more than one bank, subject to a maximum of
three, provided that there is no overlapping in area of operation. _

{v) Any disqualification prescribed for member of a BoD under respective co-operative
societies act will also apply to a member of a BoM.

7. Meetings of BoM

BoM may hold meetings at such periodicity as deemed necessary. The Chairman of the BoM
may be elected by the members of BoM from amongst themselves or appointed by the BoD.
Under no circumstances the Chairman of the BoD shall be appointed as Chairman of the BoM
and every UCB shali maintain proper record of the minutes of the meeting and-the same shall
be put up to BoD. The quorum for the meseting shall be two-third of the total members of BOM.

8. Sitting fees

Members of BoM may be paid allowance / sitting fees for their services as may be provided
for in the bye-laws of UCB or with the approval of BoD.
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9, Tenure of BoM

The tenure of BoM shall be co-lerminus with the tenure of BoD.
10. Functions of Board of Directors

The BoD is responsible for the general direction and control of a UCB. They will continue to
look after all the administrative functions as spelt out in the respective Co-operative Societies
Act. BoD will continue to be the apex policy setting body and consfitute various committees of
the Board inciuding the Bdard of Management to assist the Board in carrying out its
responsibilities. It will delegate powers fo the various committees as considered appropriate.
BoD may ensure that there are no conflicts in powers delegated to the Committees of thel
Board and BoM. The CEQC of a UCB may be appointed by the Board and who shall be a person
meeting the 'fit and proper criteria as prescribed in Appendix I. UCBs having deposits of
Rs.100 and above crore shall obtain prior approval of RBI for appointment of CEO. _

11, Functions of CEQ

The CEO shall be under the general superintendence, direction and control of the BoD and
exercise such powers and discharge such functions as may be delegated by the BoD. He/ she
shall be an ex-officio member of the BoD and also the BoM.

12, RBI's powers over BoM and CEQ

RBI shall have powers to remove any member of BoM and/ or the CEQ if the person is found
to be not meeting the criteria prescrif)ed by RBI or acting in @ manner detrimental o the
interests of the bank or its depositors or both. The BoD shall seek concurrence from RBI before
removing any memﬁer of the BoM { accepting the resignation tendered by any member of the
BoM. RBI shall also have powers to supersede the BoM if the functioning of BoM is found
unsatisfactory. After removal of the member of BoM or CEO or supersession of BoM, BoD
shall appoint a new member or CEO or constitute a new BoM as the case may be within a

period of three months. As an interim arrangement, BoD may carry out the functions of BoM.

13. Amendments to bye-laws

UCBs shall make suitable amendments to their bye-laws, with the approval of the General

Body and Registrar of Co-operative Societies to provide for constitution of BoM, in addition to
the BaD.

et edrdedeie dede e de ot ok ki
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Annex Il
List of Documents
(Refer circular BoR (PCB). BPD.Cir No.8/12.05.002/2019-20 dated December 31, 2019)

- Covering Letter by UCB submitting the application for approval of appointment of CEQ
duly signed by the authorised signatory with bank’s seal

2. Declaration and Undertaking by CEO prescribed in Appendix || of guidelines on BoM.
3. Board Resolution approved in AGM / Special AGM recommending the appointment of

CEQ subject to approval from RBI

4. identity document (any one) - PAN Card / Election Card / Driving License / Passport

. Educational Qualification - HSC Passing Certificate, Graduation and Post-Graduation

Certificate, any other document evidencing the educational qualification/Professional
qualification of the CEQ designate

6. Experience Certificate/s from previous employeris

7. Credit Information Report (Score + complete report) {not older than 6 months)
8. Bankers Report
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Annex I
Details of the members of BoM /CEQ

(Refer circular DoR {PCB).BPD.Cir No.8/12.05.002/2019-20 dated December 31, 2019)

Name of the Bank: -

Classification of Bank*: Tier /Tier ||

For the year ended: December___, 20XX

Name Date of appointment Qualification 'External/internal
Member

*Strike out whichever is not applicable
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Appendix |

‘Fit and Proper’ criteria
(Refer circutar DoR (PCB). BPD.Cir No.8/12.05.002/2019-20 dated December 31, 2019}‘
A. Chief Executive Officers or Managing Directors of UCB

i) The person shall be a graduate with
{(a) CAlIB / DBF / Diploma in Co-operative Business Management or equivalent
qualification; or
(b} Chartered / Cost Accountant; or
{c) Post graduate in any discipline,
ii) The person may preferably not be less than 35 years of age and not more than 70 years
of age at the time of appointment.

ti) The person shall have at least 8 years’ work experience at the middle / senior level in the
banking sector.

B. Members of Board of Management
iy Al members of BoM shall have special knowledge or practical experience in respect of
one or more of the following matters:
a. Accountancy
b. Agriculture and Rural Economy
¢. Banking o
d. Co-operation
e. Economics
f. Finance
g. Law
h. Small Scale Industry
i. Information Technology
}- Any other subject, which would, in opinion of the Reserve Bank, be useful to the UCB
i) Any person who has had a business relationship with the bank, in question, during the
immediate preceding three years will not be eligible. A person having deposits with the
UCB will not be classified as having business relationship for the purpose.

C. The Board of Directors of the UCB shall obtain a declaration-cum-undertaking as in
Appendix i from the CEO or member of BoM at the time of his / her appointment. The BoD
shall undertake a2 process of due diligence in respect of such persons relying on the
information given in the Declaration.
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Name of Bank :

Appendix Il

Declaration- cum-Undertaking by CEO / Member of Board of Management ‘
(Refer DoR (PCB}.BPD.Cir No.8/12.05.002/2019-20 dated December 31,2019 with enclosures as appropriate in Annex Il {ist)

Perso

nal details

Full Name

Date of Birth

Educational Qualifications

Work Experience

Permanent Address

0o T e

Present Address

E-mail Address & Telephone/ Mobile Number

FK

Permmanent Account Number under the income Tax
Act

i

Any other information relevant to the appointment

Relov

ant Relationships of candidate

a.

List of Relatives, if any, who are connected with the
Bank

b.

List of entities if any in which he / she is considered
as bheing interested

c

Name of Bank in which he / she is or has been a
member of the board {giving details of period during
which such office was held) ’

Fund and nonfund facilities, if any; presently
availed of by him / her and / or by entities listed in ||
(b) above from the bank

Cases, if any, where the candidate or entities listed
in 11 {b) above are in default or have been in defauit
in the past in respect of credit facilities obtained from
the bank or any other bank.

HI

Records of professional achievements

Relevant professional achievements

Proceedings, if any, against the candidate

a.

if the candidate is a member of a professional
association / body, details of disciplinary action, if
any, pending or commenced or resulting in
conviction in the past against him / her or whether
he / she has been banned from entry of at any
profession / occupation at any time.

Details of prosecution, if any, pending or
commenced o resulting in conviction in the past
against the candidate and / or against any of the
entities fisted in [l (b) above for violation of economic
laws and regulations

Details of criminal prosecution, if any, pending or
commenced or resuiling in conviction in the past
against the candidate '

Has the candidate or any of the entities at it (b)
above been subject fo any invesfigation at the
instance of any Government department or agency?

Has the candidate at any time been found guilty of
violation of rules / regulations / legislative
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requirements by customs / excise / income tax /
foreign exchange / other revenue authorities, if so
_give particulars

f. | Whether the candidate or any of the entities listed at
Il (b} above have at any time come to the adverse
notice of a regulator such as SEBI, IRDA, DCA,
RCS, ICA], efc.

{Though it shali not be necessary for a candidate to
mention in the column about orders and findings
made by regulators which have been later on
reversed / set aside in toto, it would be necessary to
make a mention of the same, in case the reversai /
sefting aside is on technical reasons like limitation
or lack of jurisdiction, etc, and not on merit. If the
order of the regulator is temporarily stayed and the
appeliate / court proceedings are pending, the same
also should be mentioned).

V. | Any other explanation / information in regard to items | to
HI and other inforrmation considered relevant for 'fit and
proper’ judgment.

Undertaking

| confirm that the above information is complete and frue to the best of my knowledge and
belief. | undertake to keep the bank fully infored, as soon as possible, of all events which
take place subsequent to my appointment which are relevant to the information provided

above.

| also undertake to execute the deed of covenant required to be executed by all directors of
the bank.

. . Signature of Candidate
Place :

Date :

V|, | Remarks of BoD

Name & Signature of the authorised official of the bank

Place :

Date :

Advocate
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The Chairman/Managing Director/Chief Executive Officer,
All Commercial Banks (Excluding RRBs)
Alt Primary (Urban) Co-operative Banks (UCBs)

All.Non-Banking Finance Companies (NBFCs) {Including Housing Finance Companies)

Madam/Dear Sir,

Guidelines for Appointment of Statutory Central Auditors (SCAs)!Statutory Auditors
(SAs) of Commercial Banks (excluding RRBs), UCBs and NBFCs (including HFCs)

The following guidelines are issued under Section 30{1A) of the Banking Regulation Act, 1949,
Section 10(1) of the Banking Companies (Acquisition and Transfer of Undertakings) Act,
1970/1980 and Section 41(1) of SBi Act, 1955; and under provisions of Chapter IliB of RBI
Act, 1934 for NBFCs. These guidelines supersede all previous guidelines {list enclosed at
Table 1) issued on the subject. |

2. Applicability: ,

2.1 These guidelines will be applicable to the Commercial Banks {excluding RRBs}, UCBs
and NBFCs including HFCs (hereinafter referred to as the Entities) for Financial Year
2021-22 and onwards in respect of appointment/reappointment of SCAs/SAs' of the Entities.
However, non-deposit taking NBFCs with asset size? below 1,000 crore have the option to
continue with their extant procedure.

2.2 As RBI guidelines regarding appointment of SCAs/SAs shall be implemented for the first
time for UCBs and NBFCs from FY 2021-22, they shall have the flexibility to adopt these
guidelines from H2 (second half) of FY 2021-22 in order to ensure that there is no disruption.

1 SCAs in case of the Entities which appoint separate Statutory Branch Auditors (SBAs) and SAs in case of all other
Entities

2 For the purpose, asset size means total assets.
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Department of Supetvisian, Reserve Bank of India, Central Office, World Trade Centre 1,Cuffe Parade, Colaba, Mumbai - 400
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3. Prior Approval of RBI:
3.1 Commercial Banks (excluding RRBs) and UCBs will be required to take prior approval of
RBI (Department of Supervision) for appointment/reappointment of SCAs/SAs, on an annual
basis in terms of the above-mentioned statutory provisions. For the purpose, they should apply

to Department of Supervision, RBI before 31% July of the reference year and the Public Sector

Banks (PSBs) shall approach RBI within one month of receipt of list of eligible audit firms from
RBL.

3.2 For the purpose, all Commercial Banks (excluding RRBs) in India and UCBs under
Mumbai Region Shall approach the Central Office of RBI {Department of Supervision). Other
UCBs shall approach the eoncemed Regional Office of R8I (Department of Supervision),
under whose jurisdiction their Head Office is located.

3.3 While NBFCs do not have to take prior approval of RBI for appointment of SCAs/SAs, all
NBFCs need to inform RBI (to the same office as applicable to UCBs, as stated in Para 3.2

Iabove) about the appomtment of SCAs/SAs for each year by way of a certificate in Form A
wrthln one month of such appointment.

4. Number of SCAs/ SAs and Branch Coverage

'4 1 For Entities with asset size of ¥15,000 crore and above as at the end of previous year, the
statutory audit should be~conducted under joint audit of a mlmmum of two audit firms
'[Partnershlp firms/Limited Liability Partnerships (LLPs)] All other Entities should apponnt a-"
rnlmmum of one audit firm (Partnershtp fi rmeLPs) for conducting statutory aud:t It shal@b
ensured that joint auditors of the Entlty do not have any common partners and they arefnot
Iunder the same network® of audit firms. Further, the Entity may finalise the work allocation

among SCAsfSAs befors the commencement of the statutory audit, in oonsultatlon ‘with their
, 'SCAsISAs

'i42 The Entltles should declde en the number of SCAs/SAs based on a Board!t.ocal
Management Committee (LMC) Approved Potlcy, inter alia, taking into account the rélevant
factors such as the size and spread of assets, accounting and administrative units, complexity

'of transactlons Ievel of oomputenzatlon, avallabilrty of other independent audtt inputs
ldentrf‘ e&nsks m fmancial reportmg, e'tc

TR P
[ R N e B L L - RN @ w4, o=

3 As defined in Rule 6(3) of the Companies (Audit & Auditors) Rules, 2014
v T h . e e . . " .
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Considering the above factors“and the requirements of the Entity, the actual number of

SCAs/SAs to be appointed shall be decided by the respective Boards/LMC, subject to the -
following fimits: - :

Sl. No. Asset Size of the Entity Maximum number of SCAs/SAs
_ Upto 35,00,000 crore 4
2. Above T 5,00,000 crore and Upto 6
¥ 10,00,000 crore
3. Above X 10,00,000 crore and Upto 8
¥ 20,00,000 crore
4. Above ¥ 20,00,000 crore 12

The above limits have been prescribed to ensure that the number of SCAs/SAs appointed by
the Entities are adequate, commensurate with the asset size Iand extent of operations of the
Entities, with 2 view to ensure that audits are conducted in a timely and effective manner. This
will be subject to review in future based on the experience.

4.3 in terms of RBI guidelines on *Norms on eligibility, empaneliment and selection of Statutory
Branch Auditors in Public Sector Banks (PSBs), PSBs shall allot the Top 20 branches {to be
selected strictly in order of the level of outstanding advances) to SCAs in such a manner as to
cover a minimum of 15% of total gross advances of the bank by SCAs. For other Entities
(excluding Payment Banks and Core Investment Companies), SCAs/SAs shall visit and audit
at least the Top 20 branches/Top 20% of the branches of the Entities (in case of Entities
having less than 100 branches), to be selected in order of the level of outstanding advances, -
in such a manner as to cover a minimum of 15% of total gross advances of the Entities. In
addition, the banking companies and NBFCs shall ensure adherence to the provisions of
Section 143 (8) of the Companies Act, 2013 regarding audit of accounts of all branches.

S. Eligibility Criteria of Auditors

Each Entity is required to appoint audit firm(s) as its SCA(s)/SA{s) fufilling the eligibility norms
as prescribed in Annex |

X
6. Independence of Auditors

6.1 For Commercial Banks (excluding RRBs) and NBFCs*, the Audit Committee of the Board
(ACBY LMC shall monitor and assess the independence of the auditors and conflict of interest
position in terms of relevant regulatory provisions, standards and best practices. Any concerns

* For the NBFCs which are required to constitute an Audit Committee of the Board (ACB) in terms of Para 70 (1) of

Master Direction - Non-Banking Financial Company -_Systerically Important Non-Deposit taking Company and
Deposit taking Company (Reserve Bank) Directions, 2016 to be read with Section 177 of the Campanies Act, 2013.

3
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in this regard may be flagged by the ACB/LMC to the Board of Directors of the Commercial
Bank (excluding RRBs)NBFC and concemed Senior Supervisory Manager (SSM)/Regional
Office (RO) of RBI.

For UCBsfremaining NBFCs, the Board of Directors shall monitor and assess the
independence of the auditors. Any concerns in this regard may be flagged by the Board of the
UCB/NBFC to the concemed SSM/RO of RBI.

6.2 In case of any concern with the Management of the Entities such as non-availability of
information/mon-cooperation by the Management, which may hamper the audit process, the
SCAs/SAs shall approach the Board/ACB/LMC of the Entity, under intimation to the
concerned SSM/RO of RBI. -

6.3 Concurrent auditors of the Entity should not be considered for appointment as SCAs/SAs
of the same Enfity. The audit of the Entity and any entity with large exposure® to the Entity for

the same reference year should also be explicitly factored in while assessing indépendence of
the auditor.

6.4 The time gap betwsen any non-audit works (services rﬁ\entioned at Sectidn 144 of
Companies Act, 2013, Intemal assignments, special assignments, etc.) by the SCAs/SAs for
the EntitieS or any audit/non-audit works for its group entities should be at least oné year,
before or after its appointment as SCAs/SAs. However, during the tenure as SCA/SA, an audit
firm may provide such services to the concemed Entities which may not normally result in a

conflict of interest’, and Entities may take their own decision in this regard, in consultation with
the Board/ACB/LMC.

6.5 The restrictions as detailed in para 6.3 and 6.4 above, should alsc apply to an audit firm
under the same network® of audit firms or any other audit firm having common partners.

7. Professional Standards of SCAs/SAs

7.1 The SCAs/SAs shall be strictly guided by the relevant professional standards in discharge
of their audit responsibilities with highest diligence.

S Board shall be directly approached only when ACB is non-existent in the Entity or the auditors notice a matter of
concern involving any member of the ACB.

& As defined in RBI instructions on ‘Large Exposures Framework’ '

7A conflict would not nommally be created in the case of the following special assignments {indicative list);

(i) Tax audit, tax representation and advice on taxation maters, (i) Audit of interim financial staternents. o
i} Certificates required to be issued by the statutory auditor in compliance with statutory or regulatory
requirements. (iv) reporting on financial information or segments thereof

8 As defined in Rule 6(3) of the Companies (Audit & Auditors) Rufes, 2014



7.2 The Board”/ACB/LMC of Entifies shall review the pérformance of SCAs/SAs on an annual
basis. Any serious lapses/negligence in audit responsibilities or conduct issues on part of the
SCAs/SAs or any other matter considered as relevant shall be reported™ to RB! within two
months from completion of the annual audit. Such reports should be sent with the
approval/recommendation of the Board/ACB/LMC, with the full details of the audit firm.

7.3 In the event of lapses in carrying out audit assignments resulting in misstatement of an
Entity’s financial statements, and any vioclations/lapses vis—é—vis the RBI's directions/guidelines
regarding the role and responsibilities of the SCAs/SAs in relation to Entities, the SCAs/SAs
would be liable to be dealt with suitably under the relevant statutory/regulatory framework.

8. Tenure and Rotation

8.1. In order to protect the independence of the auditors/audit firms, Entities will have to
appoint the SCAs/SAs for a continuous peried of three years, subject to the firms satisfyiné
the eligibility norms each year. Further, Commercial Banks (excluding RRBs} and UCBs can
remove the audit firms during the above period only with the prior approval of the concerned
office of RBi (Department of Supervision), as applicable for prior approval for appointrent, as
mentioned at Para 3.2 of this circular. NBFCs removing the SCAs/SAs before completion of
three years tenure shall inform concemed SSM/RO at RBI about #t, along with
reasons/justification for the same, within a month of such a decision being taken.

8.2 An audit firm would not be eligible for reappointment in the same Entity for six years (two
tenures) after completion of full or part of one term of the audit tenure*2. However, audit firms
can continue to undertake statutory audit of other Entities.

8.3. One audit firm can concurrently take up statutory audit of a maximum of four Commercial
Banks [including not more than one PSB or one All india Financial Institution (NABARD,
SIDBI, NHB, EXIM Bank) or RBI], eight UCBs and eight NBFCs during a particular year,

subject to compliance with required eligibility criteria and other conditions for each Entity and

¥ Board shall review the performance of SCAs/SAs in case ACB is non-existent in the Entity.

10 Circutar dated March 26, 2004 on *Assessment of Performance of Statutory Auditors’ addressed to the PSBs has
been superseded by this circular.

" Office of CRAG will continue to appoint Statutory Auditors of the Government Companies and Government
Controlled Other Companies under Section 139 (5) and 139 (7) of the Companies Act, 2013. Such Companies are
also subject to supplementary/test audit by the Office of C8AG under Section 143 (6) and (7) of the said Act. Such
Entities will be guided by the CAAG Guidelines regarding tenure and rotation policy. However, such appointments
for Jammu & Kashmir Bank Ltd. and India Post Payments Bank Lid. will be done by the Office of CRAG with RBI's
concurrence. Further, the audit firns which have already completed tenure of 1 year or 2 years with any Entity may

be permitted to complete the balance tenure only, i.e. 2 years and 1 year respectively, if they fulfill the efigibility
- norms on an annual basis. .

'2In case an audit firm has conducted audit of any Entity for part-tenure (1 year or 2 years) and then not appointed

for remainder tenure, they also would not be eligible for reappoiniment in the same Entity for six years from
completion of part-tenure.
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within overall ceiling prescribed by any other statutes or rules. For clarity, the limits prescribed

for UCBs exclude audit of other co-operative societies by the same audit firm. For the purpose
of this circular, a group of audit firms having common partners andfor under the same network,
will be considered as one entity and they will be considered for aliotment of SCA/SA
accordingly. Shared/Sub-contracted audit by any other/associate audit firm under the same

network of audit firms is not permissible. The incoming audit firm shall not be eligible if such

audit firm is associated with the outgoing auditor or audit firm under the same network of audit
firms.

9. Audit Fees and Expenses
9.1 The audit fees for SCAs/SAs of all the Entities shalt be decided in terms of the relevant

statutoryfregulatory provisions. Public Sector Banks will continue to be guided by relevant RBI
instructions in the matter.

8.2 The audit fees for SCAs/SAs of all the Entities shall be reasonable and commensurate with
the scope and coverage of audit, size and spread of assets, accounting and administrative

units, complexity of transactions, level of computerization, identified risks in financial reporting,
etc. '

9.3 The Board/ACB/LMC of Entities shall make recommendation to the competent authority as
per the relevant statutory/regulatory instructions for fixing audit fees of SCAs/SAs.

10. §mmmw Audit PBI icy and Appointment Procedure

10.1 Each Entity shali formulate a Board/LMC Approved Policy to be hosted on its official
website/public domain and formulate necessary procedure thereunder to be followed for
appointment of SCAs/SAs. Apart from conforming to all relevant statutory/regulatory
requirements in addition to these instruction\s, this should afford necessary transparency and
objectivity for most key aspects of this important assurance function.

10.2 Guidelines on minimum procedural requirements are given at Annex Il.

Yours faithfully,

{Ajay Kumar Choudhary)
Chief General Manager-In-Charge

FAQSs - Guidelines for Appointment of Statutory Central Auditors {SCAsYStatutory Auditors
(SAs) of Commergial Banks (excluding RRBs), UCBs and NBFCs (including HECs)
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ANNEX |

Eligibility Criteria for Appointment as SCA/SA
A. Basic Eligibility
Asset Size of | Minimum | Qutoftotal | Minimum Minimum Minimum
Entity as on No. of FTPs, No. of Full No. of No. of
31st March of | Full-Time | Minimum Time years of | Professional
Previous Year | partners | No. of Partners/ Audit staff
(FTPs) Fellow Paid CAs | Experience
| associated Chartered with of the firm Note 4
. withthe |[Accountant| CISA/ISA
firm for a {FCA) Qualification Note 3
period of Partners _
atleast | associated Note 2
. three (3) with the
years firm for a
period of at
Note 1 least
three (3)
years
Above ¥15,000 5 4 2 15 18
crore
Above T 1,000 3 2 1 8 12
crore and Up fo
15,000 crore
Upto 1,000 2 1 1* 6 8
crare

* Not mandatory for UCBs/NBFCs with asset size of upto ¥ 1,000 crore.

Note 1: There should be at least one-year continuous association of partners with the firm as
on the date of empanelment (for PSBs)/ shortlisting (for other Entities) for considering them as
full time partners. Further, for appointment as SCAs/SAs of all Commmercial Banks {excluding
RRBs), and other Entities with asset size above ¥ 1,000 crore, at least two partners of the firn
shall have continuous association with the firm for at least 10 years.

For ali Commercial Banks (excluding RRBs), and UCBs/NBFCs with asset size above ¥ 1,000
crore, the fulltime partner's association with the firm would mean exclusive association. The
definition of ‘exclusive association’ wil be based on the following criteria:
(a) The full-time partner should not be a partner in other firm/s.



(b} She/He should not be employed full time / part time elsewhere.

(¢) She/He should not be practicing in herfhis own name or engaged in practice otherwise or
engaged in other activity which would be deemed to be in practice under Section 2(2) of the
Chartered Accountants Act, 1949.

(d) In case of PSBs, the income of the partner from the firm/LLP should not be below the
threshold limits prescribed by the Office of C&AG for the purpose of consideration as full-time
pariners for appointment as auditors of Public Sector Undertakings. For other Entities, the
Board/ACB/LMC shall examine and ensure that the income of the partner from the firm/LLP is
adequate for considering them as full-time exclusively associated partners, which will ensure
the capability of the firm for the purpose. '

Note 2: CISA/ISA Qualification:

For UCBs and NBFCs with asset size upto T 1,000 crore, there is no minimum requirement in
this regard. However, such Enlities may give priority to firms with full time partners or full time
CAs having CISAJ/ISA qualification. There should be at least onhe-year continuous association
of Paid CAs with CISA/ISA qualification with the firm as on the date of empanelment (for

PSBs) shortlisting (for other Entities) for considering them as Paid CAs with CISA/ISA
qualification for the purpose.

Note 3: Audit Experience:

For Commercial Banks (excluding RRBs), audit experience shall mean experience of the audit
firm as Statutory Central/Branch Auditor of Commercial Banks (excluding RRBsY AlFls. For
UCBs and NBFCs, audit experience shall mean experience of the audit firn as Statutory
Central/Branch Auditor of Commercial Banks (excludirig RRBs) UCBs/NBFCs! AlFls. In case
of merger and demerger of audit firms, merger effect will 'be given after 2 years of merger
while demerger will be effected immediately for this purpose.

Note 4: Professional Staff

Professional staff includes audit and article clerks with knowledge of book-keeping and
accountancy and who are engaged in on-site audits but excludes typists/stenos/computer
operators/ secretaries/subordinate staff, etc. There should be at least one-year continuous
association of professional staff with the firm as on the date of empaneiment (for PSBs)/
shortlisting (for other Entities) for considering them as professional staff for the purpose.

B. Additional Consideration _ :
(i} The audit firm, proposed to be appointed as SCAs/SAs for Entities, should be duly qualified
for appointment as auditor of a company in terms of Section 141 of the Companies Act, 2013.
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(i) The audit firm should ri6t be under debarment by any Government Agency, National

Financial Reporting Authority (NFRA), the Institute of Chartered Accountants of India {(ICAHN,
RBI or Other Financial Regulators. |

(i} The Entities shall ensure that appointment of SCAs/SAs is in line with the ICAl's Code of
Ethics/any other such standards adopted and does not give rise to any conflict of interest.

(iv}) If any partner of a Chartered Accountant firm is a director in any Public Sector Bank (PSB),
the said firm shall not be appointed as SCA/SA of any PSB. Further, if any partner of a
Chartered Accountant firm is a director in any Entity, the said firm shall not be appointed as
SCAJSA of any of the group entities'? of that Entity.

(v) The auditors for Entities with asset size above 1,000 crore should preferably have
capability and experience in deploying Computer Assisted Audit Tools and Techniques
(CAATTs) and Generalized Audit Software (GAS), commensurate with the degree/ complexity

of computer environment of the Entities where the accounting and business data reside in
arder to achieve audit objectives.

(vi} For audit of UCBs, the SA of the firm should have a fair knowledge of the functioning of the

cooperative sector and shall preferably have working knowledge of the language of the state in
which the UCB/branch of the UCB is located.

C. Continued Compliance with basic eligibility criteria

In case any audit firm (after appointment) does not comply with any of the eligibility norms (on
account of resignation, death etc. of any of the partners, employees, action by Government .
Agencies, NFRA, ICAl, RBI, other Financial Regulators, efc.), it may promptly approach the
Entity with full details. Further, the audit firm shall také all necessary steps to become eligible
within a reasonable time and in any case, the audit firm should be complying with the above
nomms before commencement of Annual Statutory Audit for Financial Year ending 31% March
and till the completion of annual audit.

In case of any extraordinary circumstance after the commencement of audit, tike death of one
or more partners, employees, e@c., which makes the fim ineligible with respect to any of the

eligibility norms, RBI will have the discretion to allow the concerned audit firm to complete the
audit, as a special case.

12 For the purpose of this circular, Group entities shall mean two or more entities related to each other through any
of the following redationships, viz. Subsidiary — parent (definad in terms of AS 21), Joint venture (defined in terms of
AS 27), Associate (defined in terms of AS 23), Promoler-promotee [as provided in the SEBI (Acquisition of Shares
and Takeover) Regulations, 1997] for listed companies, a related party (defined in terms of AS 18), Common brand
name, and investment in equity shares of 20% and above.
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Procedure for Appointment of SCAs/SAs
1. The Entities shall shortlist minimum of 2 audit fims for every vacancy of SCAs/SAs so that

ANNEX It

even if firm at first preference is found to be ineligible/refuses appointment, the firm at second
preference can be appointed and the process of appointment of SCAs/SAs does not get
delayed. However, in case of reappointment of SCAs/SAs by banks/UCBs till completion of
tenure of continuous term of 3 years, there would not be any requirement of shortlisting and
sending names of multiple audit firms to RBI while seeking approval to appointment.

2. The banking companies shall continue to follow the existing procedure followed by them for
selection of SCAs/SAs. They shall place the name of shortlisted audit firms, in order of
preference, before their ACB/LMC for selection as SCAs/SAs. Upon selection of SCAs/SAs by
the bank in consultation with their ACB/LMC and verifying their compliance with the eligibility
norms prescribed by RBI, the bank shall seek RBI's prior approval for appointment of
SCAs/SAs.

3. For PSBs, empanelment of audit firms eligible for appointment as SCAs will continue to be
done by the Office of C&AG, based on the norms prescribed by RBI, as on January 1 of the
relevant year.

The list of firms as fumished by C&AG to RBI will be subjected to scrutiny by RBI for
identifying the eligible fims and excluding audit firms who have been denied audit by
C&AG/RBI. RBI will forward a single list" of all audit firms eligible for appointment as SCAs to
all PSBs on an annual basis. PSBs shall shortlist audit firms from the said list of eligible audit
firms as received from RBi, based on certain objective criteria (like number of full time
partners, number of professional staff, number of CISA/NSA qualified partners/paid CAs,
number of FCAs, etc.) as laid down in the bank’s policy for appointment of statutory auditors.
Further, the PSBs shall place the list of shortlisted fims, in order of preference, before the
ACB for selection of SCAs in a transparent manner. Upon selection of SCAs by the PSBs in
consultation with their ACB and verifying their compliance with the eligibility norms prescribéd
by RBY, the PSBs shall seek RBI's prior approval for appointment of SCAs, -

4. The UCBs shall place the name ofl shortlisted audit firms, in order of preference, before their
Board for selection as SCA/SA. Upon selection of SCAs/SAs by the UCBs in consultation with

* R8I will provide a single fist of eligible audit fims to PSBs as the requirement of mandatory cooling of three years
and allotment of vacancies in the ratio of 60:40 between ‘Experienced ' and ‘New’ audit firms has been done away

with from FY 2021-22. The firms in said list would not be ranked in any order and all irms would be eligible for
selection by all PSBs. ’

10
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their Board and verifying their compliance with the eligibility norms prescribed by RBI, thé
UCBs shall seek RBY's prior approval for appointment of SCAs/SAs.

9. The Entities shall obtain a certificate, along with relevant information as per Form B, from
the audit firm(s) proposed to be appointed as SCAs/SAs by the Entity to the effect that the
audit firm(s) complies with all the eligibility norms prescribed by RBI for the purpose. Such
certificate should be signed by the main partner/s of the audit firm proposed for appointment
of SCAs/SAs of the Entities, under the seal of the said audit firm.

6. The Commercial Banks (excluding RRBs)UCBs shall verify the compliance of audit firm(s)
to the eligibility norms prescribed by RBI for the purpose and after being satisfied of their _
eligibility, recommend the names along with a certiﬁ_c:ate, in the format as per Form C,
stating that the audit firm(s) proposed to be appointed as SCA/SA by them comply with all
eligibility norms prescribed by RBI for the purpose.

7. While approaching the RBI for its prior approval for appointment of SCAs/SAs,
Commercial Banks (excluding RRBs)/UCBs shall indicate their total asset size as on March
31 of the previous year (audited figures), forward a copy of Board/ACB ﬁesolutioh
{resolution not needed for foreign banks operating under branch mode) recommending
names of audit firms for appointment as SCAs/SAs in the order of preference and also
furnish infofrnation as per Form B and Form C as mentioned above, to facilitate expeditious
approval of appointment/re-appointment of the concemned audit firm.

11
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Information to be submitted by the NBFCs regarding appointment of SCA/SA

FORMA

The corﬁpany has appointed M/s , Chartered Accountants {Firm Registration
Number ___)as Statutory Central Auditor (SCA)/Statutory Auditor (SA) for the
financial year for their 1542743 term. :

2. The company has obtained eligibility certificate from (name and Firm Registration Number
of the audit firm) appointed as SCA/SA of the company for FY along with relevant
information in the format as prescribed by RBI.

3. The fim has no past association/association for __ years with the company as
SCA/SA/SBA.

4. The company has verified the said firm's compliance with all eligibility norms prescﬁbed by
RBI for appointment of SCAs/SAs of NBFCs.

Signature

{Name and Designation)
Date:

12
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FORM B
Eligibility Certificate from (Name and Firm Registration Number of the firm)
A. Particulars of the firm:
Asset Number of Out of Number of Number of Number of
Size of Full-Time | total FTPs, Full Time - Years of Professional
Entity as partners | Number of Partners/ Audit staff
on 31% (FTPs) FCA Paid CAs | Experience#
March of | associated* | Partners with
Previous with the | associated CISNISA
Year firm for a with the | Qualification
period of firmfora
three (3) period of
years three (3)
years

*Exclusively associated in case of all Commercial Banks (excluding RRBs), and
UCBs/NBFCs with asset size of more than % 1,000 crore

#Details may be furnished separately for experience as SCAs/SAs and SBAs

B. Additional Information: .
(i) Copy of Constitution Certificate.

(ii) Whether the firm is a member of any network of audit firms or any partner of the firm is a
partner in any other audit firm? If yes, details thereof.

(iii)Whether the firn has been appointed as SCA/SA by any other Commercial Bank
(excluding RRBs) and/or All India Financial institution (AIF1)/RBI/NBFC/UCB in the present
financial yvéar’? if yes, details thereof.

(iv)Whether the firm has been debarred from taking up audit assignments by any
regulator/Govemment agency? If yes, details thereof.

(v) Details  of

disciplinary proceedings etc.

against firm by any Financial
Regulator/Government agency during last three years, both closed and pending.

C. Declaration from the firm

The firm complies with all eligibility noms prescribed by RBI regarding appointment of
SCAs/SAs of Commercial Banks (excluding RRBs)UCBs/NBFCs (as applicable). It is certified
that neither | nor any of our partners / members of my / their families (family will include
besides spouse, only children, parents, brothers, sisters or any of them who are wholly or

13
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mainly dependent on the Chartered Accountants) or the firm / company in which 1 am / they

are partners / directors'® have been declared as wilful defaulter by any bank / financial
institution. '

It is confirmed that the information provided above is true and correct.

Signature of the Partner
(Name of the Partner)
Date:

* For the purpose of this declaration, the credit facilities availed by companies where the pariner of a firm has been
appointed as non-executive director in a professional capacity having no financiat interest shall not be induded.

14
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FORMC
Certificate to be submitted by the Commercial Banks {excluding RRBs) and UCBs

regarding eligibility of audit firm proposed to be appointed as SCA/SA

The bank/UCB is desirous of appointing M/s _ ~ . Chartered Accountants (Firm
Registration Number ) as Statutory Central Auditor (SCA)/ Statutory
Auditor (SA) for the financial year for their 1%/2"93" term and therefore has sought

the prior approvat of RBI as per the section 30{1A) of the Banking Regulation Act, 1949/

Section 10 (1) of the Banking Companies (Acquisition and Transfer of Undertakings) Act,
197011980/ Section 41(1) of SBI Act, 1955.

2. The bank/UCB has obtained eligibility certificate (copy enclosed) from (name and Firm
Registration Number of the audit firm) proposed to be appointed as Statutory Central Auditor
(SCA)/Statutory Auditor of the bank/UCB for FY ____ along with relevant information {copy
enclosed), in the format as prescribed by RBL.

3. The firm has no past associationfassociation for . years with the bank/UCB as
SCA/SA/SBA.

4. The bank/UCB has verified the said firm's compliance with all eligibility norms prescribed by
RBI for appointment of SCAs/SAs of Commercial Banks (excluding RRBs)UCBs.

Signature

{Name and Designation)
Date:
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Table 1 - List of Circulars/Instructions superseded by this Circular

April 24, 2007

Sl Circular/Instruction No. Date Subject
No. '
1 | DBOD.No.App.BC.57/C.452(K)-83 July 07,1983 | Appointment  of  Statutory
_ Auditors as Intemal Auditors of
Banks
2 DBOD.No.APP.BC.1'01fC.452(K)-83 December 15, | Statutory Audit by Extemal
1983 Auditors
3 | DBOD.No.App.BC.107/C.452(K)-34 November 13, | Appointment of Statutory
: ' 1984 - Auditors as Internal Auditors of
Banks
4 | DBOD.No.App.BC.28/C.452(K)-85 March 12,1985 | Appointment  of  Statutory
Auditors as Intemal Auditors of
_ Banks :
5 [ DOS.No.BC.9/08.91.001/94 August 17, 1994 | Section 30(1A) of The Banking
Regulation  Act, 1949 -
Appointment of Statutory
Auditors
6 | DOS.No.BC.10/08.91.002/94 August 17, 1994 | Section 30(1A) of The Banking
Regulation  Act, 1949 -
Appointment  of  Statutory |
, Auditors
7 1 DBS.No.ARS.BC.8/08.91.001/2000-2001 | January 30, 2001 | Appointment of Statutory Central
Auditors for Indian Private
. Sector Banks
8 | DBS.No.ARS.BC.12/08.91.001/2000- May 8, 2001 Appointment of Statutory Central
2001 | Auditors for Indian Private
Sector Banks
9 | DBS.ARS . No.BC.08/08:81:001/2003-04 March 26, 2004 | Assessment of Performance of
‘Statutory Auditors
10 | DBS.ARS.No.B.C.15/08.91.001/2004-05 January 6, 2005 | Appointment  of Statutory
| Auditors -  Obtention  of
Deciaration of Indebtedﬁess
11 | DBS.ARS.No.BC.7/08.91.001/2008-07

Special Assignments other than
Statutory Audit to Audit Firms by
Banks

16
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DBS.ARS.No.BC.02/08.91.001/2008-09

12 December 31, |Intemnal Assignments in Banks
2008 by Statutory Auditors
13 | DBS.ARS.BC N0.02/08:91:001/2014-15 September 11, | Appointment of Auditors
2014
14 | DBS.ARS.BC No0.03/08.91.001/2014-15 September 11, | Appointment of Auditors
2014
15 | DBS.ARS.BC.04/08.91.001/2017-18 July 27,2017 | Appointment of Statutory Central
Auditors (SCAs) - Modification of
Rest Period
16 | Not Applicable Not Applicable | Norms on eligibility,
empaneiment and selection of
Statutory Central Auditors in
Public Sector Banks from the
year 2018-19 and onwards
TR%PY
Advocate
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RESERVE BANK OF INDIA

www.rbi.ore.in

RBI/2021-22/60 Rl
DOR.GOV.REC.25/12.10.000/2021-22 Juﬁg\Z%,\Z

e,

%LBOVT.

The Chairman / Managing Director / Chief Executive Officer
All Primary (Urban) Co-operative Banks

Madam / Dear Sir,

Appointment of Managing Director (MD) / Whole-Time Director (WTD) in Primary
(Urban) Co-operative Banks

in terms of powers conferred under Sections 10, 10B, 10BB, 35A, 358, 36AA and 53A
(read with Section 56) of the Banking Regulation Act, 1949 (as amended), hereinafter
called as “Act’, relating to appointment, re-appointment, termination and removal of
Managing Director (MD) and Whole-Time Director (WTD), the Reserve Bank, hereby,
issues the following directions.

2. Applicability

2.1 These directions are applicable o all Primary (Urban) Co-operative Banks (UCBS).
However, in exercise of the powers conferred under the section 53A read with section 56
of the Act, a notification No. DoR.HGG.GOV.668/12.10.000/2020-21 dated March 23,
2021 was published in the Part lli -Section 4 of the Gazette of India dated June 12, 2021
by the Reserve Bank of India exempting UCBs with a deposit size of less than 100 crore

as per preceding year's audited balance sheet and all Salary Eamers’ Banks, inter-afia,
from the requirement of seeking brior approval of the Reserve Bank under section
35B(1)(b) read with section 56 of the BR Act, 1949, for appointment / re-appointment /
termination of appointment of MD or WTD. While the exempted UCBs are not required to
obtain prior approval, they are required to formulate a Board approved policy based on
all the other provisions of these directions for appointment / re-appointment / termination
of appointment of MD or WTD. These banks shall immediately report the appointment /

e R, Flty watem, ity wrates wae, 1240 134 wifem, adiz ww Ry ard, 9, 4=4 - 400001
TS/ Tel No: 22661602, 22601000 F=9/ Fax No: 022-2270 5691
Department of Regulation, Centrat Office, Central Office Building, 12thf $3th Floor, Shahid Bhagat Singh Marg, Fort, Mumbai — 400001
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re-appointment / termination of appointment of MD or WTD to respective Regional Offices
(Department of Supervision, Central Office, in case of UCBs under jurisdiction of Mumbai
office} of the' Reserve Bank.

2.2 UCBs which have appointed CEO with the prior approval of the Reserve Bank in terms
> of the guidelines contained in the circular DoR (PCB). BPD.Cir No.8/12.05.002/2013-20

dated December.31, 2019 on Constitution of Board of Management in Primary (Urban)-

Co-operative Banks, may continue with the CEO so appointed till completion of his / her
tenure or for a period of three years from the date of initial appointment, whichever is
earfier. After the aforesaid period, UCBs shali follow the directions issued herein for
appointment / re-appointment of MD.

2.3 UCBs, other than those stated in para 2.2 above, shall review the ‘Fit and Proper
stéttjs of ihe existing MD in terms of these directions and confirm the same, with the
approval of BoD, to the concemed Regional Office (Department of Supervision, Central
Ofﬁce, in case of UCBs under jurisdiction of Mumbai office) of Reserve Bank within a
period of two months from the date of issue of this*f:'i‘rcular. In case, the present MD does
not satisfy the prescribed 'Ejt and Proper” criteria, the UCB shall initiate the process for
appointment of new MD immediately. 1f a UCB had appointed WTD, the bank shall fo!]ow
the.same procedure to comply with these directions. | c

F
2. 4 All UCBs shall obtain a deed of covenants in the format annexed (Annex 1) from the
present MDf WTD who is found to be complying with these directions.

3. Appointment of Managing Director / Whole-Time Director

3.1 Managing Director, who may also be designated as Chief Executive Officer or by any
~qt.h-¢=_,=r- name, is a person ‘who is entrusted with the management of -the whole, -or
substantially the whole of the affairs of a UCB, subject to the regulations.or directions
issued-by.the Reserve Bank from time to time. MD shall function under the overall general
.supenntendence clzrectlon and control of the Board of Directors (BoD).
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3.2 If a UCB decides to appoint Whole-Time Director (WTD), who may also be designated
as Executive Director or by any other name, the need for such an appointment may be
decided by the bank keeping in view the growth'in business, expansion of activities,
geographical footprints and ‘organisational vision for growth in the medium and long term.
The creation of the post of WTD and the functions that can be performed may be decided

by the BoD and approved by the General Body of the bank. The WTD shall report to the
Managing Director.

3.3 The UCBs shall ensure that the following ‘fit and proper' criteria is fulfilled by the
person being appointed as MD/ WTD.

3.4 Eligibility
3.4.1 The person shall be a graduate, preferably, with

(a) Qualification in banking/ co-operative banking such as CAIIB / Diploma in Banking

and Finance / Diploma in Co-operative Business Management or equivalent
qualification; or

{b) Chartered / Cost Accountant / MBA (Finance); or
(c) Post graduation in any discipline.

3.4.2 The person shall not be below the age of 35 years and above the age of 70 years
at any time during his/ her term in office. However, within the overall limit of 70 years, as

part of their internal policy, individual bank's Boards are free to prescribe a lower
retirement age.

3.4.3 The person shall have a combined experience of at least eight years at the middle
/ senior management level in the banking sector {including the experience gained in the

concemed UCB) or non-banking finance companies engaged in lending (loan companies)
and asset financing.

3.4.4 Knowledge of regional Iangqage may be considered as an advantage.
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3.5 Propriety Criteria
3.5.1 The person shall not

(i) be engaged in any other business or vocation;

(i) be holding the position of a Member of Parliament or State Legislature or Municipa!
Corporation or Municipality or other local bodies;

(iii) be a director of any company other than a company registered under section 8 of the
Companies Act, 2013;

(iv) be a partner of any firm which carries on any trade, business or industry;

(v) have substantial interest in any company or firm as defined in Section 5(ne) read with
section 56 of the Banking Reguiations Act, 1949;

(vi) be a Director, Manager, Managing Agent, partner or proprietor of any trading,
commercial or industrial concern; '

-(vii) be of unsound mind and stands so declared by a competent court;

(viii} be an undischarged insolvent;

(ix) be convicted by a criminal court of an offence involving ‘moral tﬁrpitude;

(x) be a director of any other co-operative bank or a co-operative credit society.

3.5.2. The person shall submit a self-declaration on personal integrity as per Annex IL.-

4. Tenure of MD/ WTD

4.1 The tenure of MD/ WTD shall not be for a period more than five years at a time subject
to a minimum period of three years at the time of first appointment, unless terminated or

removed earlier, and shall be eligible for re-appointment. The performance of MD/WTD
shall be reviewed by the Board annually.

4.2 However, the post of the MD or WTD cannot be held by the same incumbent for more .
than 15 years. Thereafter, the individual will be eligible for re-appointment as MD /WTD
in the same bank, if considered necessary and desirable by the board, after 2 minimum
gap of three years, subject to meeting other conditions. During this three-year cooling
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period, the individual shall not be appointed or associated with the bank in any capacity,
either directly or indirectly. -

4.3 UCBs whose existing MD/CEQ has completed a tenure of five years at the time of
issue of this circular or subsequently, shall approach RB! either to seek re-appointment

of the incumbent, if he/she is eligible, or for appointment of a new MD/CEQ, within a
period of two months from the date of issue of this circular.

5. Procedure for obtaining approval from the Reserve Bank by the UCBs for
appointment / re-appointment / termination of MD/ WTD and remuneration

5.1 UCBs, not covered under nofification No. DoR.HGG.GOV.668/12.10.000/2020-21
dated March 23, 2021 published in the Part lil -Section 4 of the Gazette of India dated
June 12, 2021, shall follow the procedure as prescribed hereinafter for appointment of
MD/ WTD and for seeking prior approval from the Reserve Bank.

5.1.1 Nomination and Remuneration Committee (NRC)

UCBs shall constitute a "Nomination and Remuneration Committee (NRC)" consisting of
three directors from amongst the Board of Directors (BoD) and nominate one among them
as Chairman of the NRC. All three members of the NRC are required to be present in
each meeting. In case of absence of any member nominated to the NRC, the BoD shall
nominate any other director in his place to ensure the quorum. At the time of constituting
the NRC, the BoD shall also decide its tenure.

3.1.2 Process of making an application to RBI

(i) Subject to any regulations or directions or guidelines issued by the Reserve Bank from
time to time, the NRC shall undertake a process of due diligence to determine the ‘fit and
proper’ status of a person being considered for appointment as MD/ WTD. For this
purpose, UCBs shall obtain necessary ‘Declaration and Undertaking’ as per Annex il
from the shortlisted candidates. On completion of the process of due diligence, the NRC

shall identify the persons from among the shortlisted candidates and recommend to the
BoD for appointment as MD/ WTD.
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(ii) NRC shall also recommend the remuneration which shall be payable to the MD/ WTD.
While recommending the remuneration, the NRC shall ensure that the cost / income ratio

of the bank supports the compensation package and it is consistent with the maintenance -
of a sound capital adequacy ratio.

{it) The BoD may pass an appropriate resolution for forwarding the name(s) of the
person/s from the panel recommended by the NRC for appointment as MD/ WTD, if it is
satisfied that the NRC’s recommendations on the proposed appointment and
remuneration are in order.

{iv) In order to expedite the process of appointment, UCBs may submit a panel of at least
two names in the order of preference for appointment of new MD/ WTD, fo the Reserve

Bank, four months before the expiry of the term of office of the present incumbent.

5.2 Non-ScheduIecl UCBs with a deposit size of 31000 crore and above as per preceding
years audited balance sheet and all scheduled UCBs shall submit the proposal for
appointment of MD/ WTD, along with the supporting documents listed in Annex 1V, to the
Reserve Bank, Department of Regulation, Central Office, Mumbai. Non-Scheduled UCBs
with a deposit size of 100 crore or above but below 1 000 crore as per preceding year's
audited balance sheet shall approach the Regional Office/Central Ofﬁoe (in case of UCBs
under jurisdiction of Mumbai office) of the Department of Supervision, Reserve Bank of
India, under whose jurisdictioﬁ the Registered Office of the UCB is situated, for the
requisite approval. The Reserve Bank reserves the right to seek any additional
information/documents as it considers necessary.

5.3 Re-appointment

In the case of a proposal for re-appointment of the' incumbent MD/ WTD, the UCBs shall
follow the same procedure as prescribed in Para 5.1 above by- submitting the complete
application in the prescribed form, i.e., ‘Form A’ along with ‘Declaration and Undertaking’
from the candidate, supported by the recommendation of NRC, resolution of the Board
approving the recommendation of NRC for re-appointment and a declaration from the
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UCB that the information is true and complete, to the Reserve Bank six months before
the expiry of the term of office of the incumbent. |

5.4 Termination of MD/ WTD by UCB

In case a UCB decides to terminate the services of MD/ WTD before the expiry of tenure,
it shall seek prior approval of the Reserve Bank, by submitting detailed reasons thereof
along with the relevant documents and a Board resolution to that effect.

6. Temporary appointment of MD/ WTD

Appointment of MD/WTD on temporary basis in UCBs shall be made as per the provisions
of Section 10B(9) read with section 56 of the Act. Acoord'ingly, the bank may, with the
approval df the Reserve Bank, make suitable arrangements for carrying out the duties of
MD/ WTD for a period of not exceeding four months. The bank shall complete the process
of regular appointment within the period of the aforesaid four months.

7. Miscellaneous

7.1 MD/WTD shall be an ex-officio member of the BoD and may have voting rights in

board meetings, if it is permissible under the provisions of the co-operative societies act.

7.2 MD shall be an ex-officio member of the Board of Management (BoM) constituted in

terms of circular DoR {(PCB).BPD.Cir.No.8/12.05.002/2019-20 dated Decermber 31, 2019.

7.3 In public interest, the MD/ WTD shall execute the deed of covenants in the format

annexed (Annex |).

7.4 The appointment/ re-appointment/ termination of MD/ WTD shall be informed to the
General Body in the ensuing Annuai General Meeting.

8. Repeal of existing guidelines

The circular, DoR (PCB).BPD.Cir.No.8/12.05.002/2019-20 dated December 31. 2019, -

issued on the constitution of Board of Management in Primary (Urban) Co-operative
Banks, to the extent it deals with the appoiniment of CEQ stands repealed. However,

7
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other guidelines issued on the constitution of BoM in the Circular shall continue to apply
mutatis mutandis.

iy

9. These directions shall come into force with immediate effect.

Yours faithfully

(Neeraj Nigam)
Chief General Manager-in-Charge
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Annex |
FORM OF DEED OF COVENANTS WITH MD/WTD
(Refer circular DOR.GOV.REC.25/12.40.000/2021-22 dated June 25, 2021)

THIS DEED OF COVENANTS is made this day of Two thousand
BETWEEN , having its registered office at (hereinafter
called the ‘Bank’) of the one part and Mr. / Ms. of

(hereinafter called the 'MD/WTD') of the other part.

WHEREAS

A. As a term of his / her appointment as MD/WTD of the Bank, V7Y E— required
to enter into a Deed of Covenants with the Bank.

B. Mr/Ms. — has agreed to enter into this Deed of Covenants, which has
been approved by the Board, pursuant to his said terms of appointment. -

NOW IT iS HEREBY AGREED AND THIS DEED OF COVENANTS WITNESSETH AS
FOLLOWS:

1. MriMs. acknowledges that his / her appointment as MDWTD is
subject to applicable laws and regulations including the bye laws of the Bank and the
provisions of this Deed of Covenants.

2. Mr/Ms - covenants with the bank that:

(i) he/she shall disclose to the Board the nature of his / her interest, direct or
ndirect, if he / she has any interest in or is m}\cemed with a contract or
arrangement or any proposed contract or arangement entered into or to be
entered into between the Bank and any other person, immediately upon becoming
aware of the same or at meeting of the Board at which the question of entering into
such contract or arrahgement is taken into consideration or if. he/she was not at

the date of that meeting concerned or interested in such proposed contract or
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arraﬁgement. then at the first meeting of the Board held after he / she becomes so
concerned or interested and in case of any other contract or arrangement, the
required disclosure shall be made at the first meeting of the Board held after the
hefshé becomes concerned or interested in the contract or arrangement.

{ii) he/she shall disclose by ‘general notice to the Board his / her memberships of
bodies corporate, his / her interest in other entities and his / her interest as a

partner or proprietor of firms and shall keep the Board apprised of all changes
therein.

(iii) he/she shall provide to the Bank a list of his / her relatives as defined in RBI
guidelines and to the extent hefshe is aware directorships and interests of such
relatives in other bodies corporate, firms and other entities.

(iv} he/she shall in carrying on his / her duties as MD/WTD of the Bank:

~ (a) use such degree of skill as may be reasonable to expect from a person
with his / her knowledge or experience;

{b) in the performance of his / her duties take such care as he / she might
be reasonably expected to take on his / her own behalf and exercise any
power vested in him / her in good faith and in the interests of the Bank:

. (c) shall keep himself / herself informed about the business, activities and
financial status of the Bank to the extent disclosed to him / her;

(d) attend meetings of the Board and Committees {of which hefshe is part
of) thereof (collectively for the sake of brevity hereinafier referred to as

Board ') with fair regularity and conscientiously fulfit his / her obligations as
MD/WTD of the Bank;

(e} shall not seek to influence any decision of the Board for any
consideration other than in the interests of the Bank;

(f} shall bring independent judgmént to bear on all matters affecting the
Bank brought before the Board including but not limited to statutory
compliances, performance reviews, compliances with internal control

10
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systems and procedures, key executive appointments and standards of
conduct; )

{g) shall in exercise of his / her judgmeﬁt in matters brought before the
Board or entrusted to him / her by the Board be free from any business or

other relationship which could materially interfere with the exercise of his /
her independent judgment; and

(h) shall express his / her views and opinions at Board meetings without any

fear or favour and without any influence on exercise of his / her independent
judgment;

(v) hefshe shall have:

(a) fiduciary duty to act in good faith and in the interests of the Bank and not
for any collateral purpose;

(b) duty to act only within the powers as laid down by the Bank’s bye laws ‘
and by applicable laws and reguiations; and

(c) duty to acquire proper understanding of the business of the Bank.

(vi) he/she shall:

(a) not evade responsibility in regard to matters entrusted to him / her by
the Board;

{b) not interfere in the performance of their duties by the other officers of the
Bank and wherever the MDAWTD has reasons to believe otherwise, he / she
shall forthwith disclose his / her concerns to the Board: and

(c) not make improper use of information disclosed to him / her as MD/WTD
of the Bank for his / her or someone eise’s advantage or benefit and shai
use the information disclosed to him / her by the Bank in his / her capacity
as MD/WTD of the Bank only for the purposes of performance of his / her
duties as a MDMWTD and not for any other purpose.

11
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3-. The Bank covenants with Mr/Msg--————- that:
(i) the bank shall apprise Mi/Ms_--—--=--mmv about the:

{a) Board procedures including identification of legal and other duties of
MD/WTD and required compliances with statutory obligations;

(b) control systems and procedures;

(¢} matters in which MD/WTD should not participate because of his / her’
interest, direct or indirect therein;

{d} qualification requirements and provide copies of bye laws;

(e) constitution of, delegation of authority to and terms of reference of
various committees constituted by the Board;

(f) appointments of Senior Executives and their authority; |

(g) deliberations of committees of the Board, and

(h) communicate any changes in policies, procedures, control systems,
applicable regulations including bye laws of the Bank, delegation of
authority, Senior Executives, etc. '

(i} the Bank shall disclose and provide to Mr/Ms--———-muneev all information which
Is reasonably required for him/her to carry out his/her functions and duties as the
MD/WTD of the Bank and to take informed decisions in respect of matters brought

before the Board for its consideration or entrusted to the MD/WTD by the Board or
any committee thereof;

(iii) the disclosures to be made by the Bank to Mr/Ms.-—
_ not be limited to the following:

- shall include but

(a) all relevant information for taking informed decisions in respect of
matters-brought before the Board;

(b) Bank’s strategic and business plans and forecasts;
(c) organisational structure of the Bank and delegation of authority,

12
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(d) corporate and management controls and systems incl uding procedures;

(e) economic features and marketing environment,

(f) information and updates as appropriate on. Bank's pr.oducts;

(9) information and updates on major expenditure;

(h) periodic reviews of performance of the Bank; and

(i} report peﬁodica!ly‘r about implementation of strategic initiati\(es and plans;

(iv) the bank shall communicate the outcome of Board deliberations to MD/MWTD
and concerned personnel and prepare and circulate minutes of the meeting of
Board to MD/WTD and directors in a timely manner and to the extent possible
within two business days of the date of conclusion of the Board meeting; and

(v) advise the MD/WTD about the levels of authority delegated in matters placed
before the Board. |

4. The Bank shall provide to the MDAWTD periodic reports on the functioning of intemnal
control system including effectiveness thereof.

5. MrfMs—--————- shall not assign, transfer, sublet or encumber his / her office and his
/ her rights and obligations as MD/WTD of the Barnk to any third party provided that
nothing herein contained shali be construed to prohibit delegation of any authority, power,

function or delegation by the Board or any committee thereof subject to applicable laws
and regulations including bye laws of the Bank.

6. The failure on the part of either party hereto to perform, discharge, observe or comply
with any obligation or duty shall not be deemed to be a waiver thereof nor shall it operate

as a bar to the performance, observance, discharge or compliance thereof at any time or
times thereafter.

7. Any and all amendments and / or supplements and / or alterations to this Deed of
Covenants shall be valid and effectual only if in writing and signed by Mr/Ms.-—-——m-----
and the duly authorized representaﬁvé of the Bank. |

13
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8. This Deed of Covenants has been executed in duplicate and both the copies shall be

deemed to be originals.

IN WITNESS WHEREOF THE PARTIES HAVE DULY EXECUTED THIS AGREEMENT

ON THE DAY, MONTH AND YEAR MENTIONED ABOVE.

For the Bank MDMWTD
Name: Name:
Title:

In the presence of:

1... 2.

14
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Annex lI
Self-declaration on personal integrity

(Refer circular DOR.GOV.REC.25/12.10.000/2021-22 dated June 25, 2021)

I understand that trust is the foundation of my profession. |, therefore, pledge:

To act with utmost integrity and pursue my work in an honest and ethical
manner;

To lead by example exhibiting integrity in personal behaviour;

To obey the letter and spirit of the law and to pursue my ends with ethical
restraint;

To neither take nor offer bribe;

To perform alf tasks in an honest and transparent manner and to always act
in public interest;

To report any incident of corruption to the appropriate agency and to speak
out against wrongdoing and support others who do the same:

To take responsibility for ﬁiy actions and consider the effects on others.

Signaluré of MDAWTD

Date:

Place and address:

15



Name of UCB:

Annex i

‘Declaration and Undertaking’ by a proposed MD/WTD’

{with appropriate enclosures)

(Refer circular DOR.GOV.REC.25/12.10.000/2021-22 dated June 25, 2021) .

Sr.No.

Particulars

Information Disclosed

|. Personal details

1.

Name in full

Middie
Name

First Name Last

Name

Father's name

Gender (M/Ffothers)

Present ad_dress

okl M B B

E-mail address & alternate e-mail
address:

Telephone Number with STD code:
Mobile Number;

Nationality

Date of Birth (dd/mm/yyyy) and Age

--f--1----Age: - - years - - months

Educational qualifications

o of ~| @

Aadhaar Number

(a) Permanent Account Number (PAN)

(b) Place where the MD/WTD is assessed
fo tax (Income Tax jurisdiction)name
and address of Income Tax
Circle/Ward '

(c) Details of filing of retum(s) and

payment of taxes for past 3 years

Date of filing | Amount of tax paid (INR)

16




11.

Permanent address

12.

Present occupation (designation, name of

the organisation and brief write-up on |-

experience)

13.

Previous occupation covering minimum of
past ten years, with complete address of
the organisation(s) worked in, daie of
joining, date of relieving (including
reasons), designation, etc.

14,

Details regarding work experience in
banking sector/ RBI regulated entity
{(name of the bank/ entity, number of years
at different designations, functional areas,
etc.) '

15.

in case a Chartered Accountant, indicate

the following:

(@) Membership Number of Institute of
Chartered Accountants of India
(ICAl):

(b} Date of registration with the ICAI:

(c) Name and Address of the registered
firm/s:

(d) Details of the Audit(s) presently
undertaken by the firm(s} or by you:

16.

Name of the banker(s) with Branch and
Account Numbers (savings/current/toan
accounts) where you are a primary
account holder:

Bank
Name

Branch

Type of
Alc

Alc
Number

17
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17. | Details of shareholding, if held in any
entity, either in physical or dematerialized
form, by you, sbouse, and your minor
child.

(attach demat/shareholding certificate)

18. | Any other information relevant for
appointment as MD/WTD of the bank:

Il. Relevant Relationships of proposed MD/WTD

18. | List of relatives, if any, who are connected
with the bank:

20. | List of entities in which:

v | {a) interested
(b} beneficial ownership
(c) Trustee

21. | List of entities, existing and proposed, in || Name of the company / firm

which holding substantial interest within | [ Country of incorporation

the meaning of Section 5(ne)! of the || Number of shares

Banking Regulation Act, 1949 (as || Face Value of each share

applicabie to UCBs) Total face value of share holding

Shareholding as % of total Paid
up Capital

Beneficial interest

{in value as welf as % terms}

1 substantial interest” (i) in relotion to a company, means the holding of a beneficiol interest by an individual or his spouse or
minar child, whether singly or taken together, in the shares thereof, the amount paid up on which exceeds five lakhs of rupees or
ten percent of the paid-up capital of the company, whichever is less; (ii) in relation to a firm, meons the beneficial interest held
therein by an individual or his spouse or minor child, whether singly or taken together, which represents more than ten per cent
of the totael copital subscribed by all the portners of the said firm.

18
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Whether the entity is a Section 8
Company under Companies Act, |
2013

22.

Details of holdings in entities incorporated
abroad and having a place of business in
India.

23.

Name of Bénk!NBFC!any other company
in which currently or in the past a member
of the Board/ Advisor etc. (giving details of
period during which such office is
being/was held).

24.

If connected with any entity undertaking
hire purchase, financing, investment,
leasing and other para banking activifies
(nature of association to be mentioned),
detail§ thereof.

25.

if a stock broker or connected with any
entity engaged in share broking activities,
details thereof.

26.

Details of fund and non-fund-based
facilities, if any, presently a\rai[ed in
person and/or by entities listed in (20) to
(25) above.

27.

Cases, if any, where as an individual or
the entities listed al (20} to (25) above
have - defaulted or declared as willful
defaulter in the past in respect of credit
facilities obtained from a bank/NBFC/any
other lending institution.
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. Records of professional achievements

28. | Professional achievements relevant for
the post of MD/WTD.

IV. Proceedings, if any, against the proposed MD/WTD

29. |(a)As a member of a professional
association/body, details of disciplinary
action, if any, pending or commenced
or resulting in oonvictioﬁ in the past or
whether been banned from entry at any
profession/ occupation at any time,
details thereof.

_1({b) if subject of any written complaint or
accusation  regarding individual
professional conduct or activities,
details thereof. ‘

30. | Details of prosecution, if any, pénding or
commenced or resulting in conviction of
self or the entities listed at (20) to (25)
above for violation of economic laws and
regulations.

31. | Details of crimina! prosecution, if any,
pending or commenced or resulting in
conviction.

32. | Whether he/she has indulged in or
penalised for any breach of AML/CFT
guidelines, if so, details thereof,

33. | If adjudicated insoivent or has suspended

payment or has compounded with
creditors, details thereof.




34.

 found to be of unsoun_d mind and stands

so declared by a competent Court, details
thereof.

35.

(@) If convicted by a Criminal Court of an
offence which involves moral turpitude
or otherwise, details thereof.

(b} If convicted by any Court of law,
details thereof?

36.

if as an individual or any of the entities at

(20) to (25) above ha;ve been subject to '

any investigation/ vigilance/matters of
enquity from any of the previous

employers or government departments or
agency, details thereof.

37.

If found guity of violation of
rules/regulations/legislative requirements
by customs/ excise/ income tax/ foreign
exchange/ other revenue authorities,
details thereof.

38.

if reprimanded, censured, restricted,
suspended, barred, enjoined, or
otherwise sanctioned by any other
regulator such as SEBI, IRDAL, PFRDA
etc., professional organisation,
government agency, or court because of
professional conduct or activities, details
thereof.

(Though it shalf not be necessary for a
candidate to mention in the column about
orders and findings which have been later
on reversed/ set aside in toto, it would be
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necessary to make a mention of the same,
in case the reversal/ setting aside is on
technical reasons like limitation or lack of
| jurisdiction, and not on merit. If the order
is temporarily stayed and the appeliate/
court proceedings are pending, the same
also shouid be mentioned).

V. General information

39.

If a professional like Chartered
Accountant, Advocate etc. and presently
undertaking/undertaken any professional
work in any bank or RB! regulated entity,
provide details thereof includiﬁg the name
and period of association.

40.

If a sitting MP/MLA/MLC or holding
political position in Municipal Corporation
or Municipality or other local bodies,
provide details thereof.

VL.

In the interest of disclosure and

transparency, should there be any other
information relevant for assessing ‘fit and
proper’ status, provide details thereof.

Undertakin

| confirm that the above information is to the best of my knowiedge and belief, true and
complete. | undertake to keep the bank fully informed, as soon as possibile, of all events which
take place after my appointment which are relevant to the information provided above.
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I also undertake to execute a ‘Deed of Covenant' as required to be executed with the bank.

Signature of proposed MD / WTD

Remarks of Nomination and
Remuneration Committee (NRC) of
having satisfied itself that the above

information is true and complete.

Signature of the Chair of the NRC

23




’ O 2— | Annex IV

List of Documents
(Refer circular DOR.GOV.REC.25/12.10.000/2021-22 dated June 25, 2021)

1. Covering Letter by UCB submitting the application for approval for appointment / re-
appointment of MD/WTD duly signed by the authorised signatory with bank’s seal.

2. Declaration and Undertaking by MD/WTD in the format as prescribed in Annex Iil.

3. Board Resolution recommending the appointment/ re-appointment.of MD/WTD subject
to approval from RBI

4. ldentity document (any one} — PAN Card / Election Card / Driving License / Passport/
Aadhaar ' '

5. Educationa! Qualification - HSC Passing Certificate, Graduation and Post-Graduation

Certificate, any other document evidencing the educational qualification/Professional
qualification of the MD/WTD designate

6. Experience Certificate/s from previous employer/s
7. Credit information Report (Score + complete report) (not older than 6 months)

8. Banker's Report for ali accounts (both deposit and loan accounts) where the candidate
is a primary account holder _ '

9. Form A

10. Demat / Shareholding certificate shovﬁng the shareholding of MD/WTD held in any
entity

11. Details regarding remuneration to be paid to MDANTD
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Application for approval of Reserve Bank of india for appointment / re-
appointment of Managing Director/ Whole-Time Directors (MD /WTD)

Form - A

(Refer circular DOR.GOV.REC.25/12.10.000/2021-22 dated June 25, 2021)

Name of UCB:
Address:

Date:

Address of concerned office of Reserve Bank

Madam/Dear Sir,

Sect_ion 35B(1)(b} read with Section 56 of the Banking Requlation Act, 1949
We hereby apply for the approval of the Reserve Bank in terms of Section 35B(1)(b) read
with Section 56 of the Banking Regulation Act, 1949 to the following appointment / re-
a;ﬁpointment* and give below the relevant particulars. We shall be.glad to furnish any

further information that you may deem necessary in this connection.

Yours faithfully,

(Signature)

(Designation) |

*Strike out the word that is not applicable.
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Particulars to be attached with Form - A

SrNo

Panrticulars

Information Disclosed

M

A cerlified copy of the resolution (also
mentioning the date thereof) of the Board of
Directors, authorising the appointment / re-
appointment should be furnished along with the
application. If the resolution is in vernacular, a
certified copy thereof as translated into English
may preferably be supplied.

{2)

Full name of the person to be appointed / re-
appointed:

(3)

His present designation:

(4)

His-

(a) Age:

(b) Academic qualifications:

(c) Banking andlor other professional
experience stating the namefs of the
institution/s, the position/s held therein and the

approximate period of such experience:

)

Terms of appointment/ re-appointment:

(a) Whether the appointment/ re-appointment
will be under a contract or agreement: (If so, a
copy of the draft contract or agreement should
be furnished, togethér with a copy of existing
contract or agreement, if any) |
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(b) Period of appointment/ re-appoiniment
fixed:

(c} Details of remuneration:

(6)

(a) State whether the UCB complies with the
provisions of Section 10(1)(b)(i) and (ii) and
Section 10{1)(c) of the Banking Regulation Act,
1949 (as applicable to UCBs) in respect of the
person proposed to be appointed! re-
appointed:

(b) State whether the person to be appointed
as the Managing Director/ Whole-Time Director
(MD/WTD) is subject to any of the
disqualifications mentioned in Section 10B(4)
{as applicable to UCBs) read with Section

5(ne) of the Banking Regulation Act, 1949 (as {

applicable to UCBs):

7

Any additional facts, which the UCB may like to
state in support of the application or otherwise:

For

{Name of the UCB)

(Signature)

(Designation)
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"IN THE HIGH COURT OF JUDICATURE AT BOMBAY,
“+." ORDINARY ORIGINAL CIVIL JURISDICTION

OF 2022

. - WRIT PETITION NO.

PETITIONERS

RESPONDENTS
AFFIDAVIT

1. " 1, Sayali Bhoir, Chief Executive & Secretary, The
.- -~ Maharashtra Urban Cooperative, Banks Federation Ltd.,
.. Having Head Office at: Bharati Krida Mandir, 4™ Floor,
e i?%:ldala, Mumbai 400031, being the Power of Attomey

" holder of Petitioner, do hereby solemnly state as under:-

~ 2. -1 say that I am the Petitioner above I am fully conversant
with the facts of the case. I repeat, reiterate and confirm
-each and every statement, averment and contention made
in the Petition. I say that this affidavit is a part and parcel
. of the above Writ Petition.

3. - I say that I have filed the aforesaid Writ Petition inter alia
. praying that the necessary direction in the nature of
" mandamus may be issue under Article 226 of the
. Constitution of India 1950:

U[A] That this Honourable Court be pleased to issue a

writ Certiorari or writ in the nature of Certiorari or any

£



the by declaring that the

- ‘/g;ompetence be declared unconst;tuhonal and _t\hg'samg

to be quash and set aside.

E a7
T e

[B] That this Honourable Court be pleased to isstie Writ
mandamus or writ in the nature of mandamus or any
other writ order direction in thé' nature of mandamius
thereby permanently restraining the Respondéhi from
implementing executing enforcing and giving efféct to

the Banking Regulation (Amendment) Act,2020." ~ i

[C] That this Honourable Court be pleased to issue writ
certiorari or writ in the nature of certiorari or any other
writ order direction thereby quashing and settingaside
the circular dated 31% December 2019 1ssued by the
Respondent No.2 (Exhibit-C hereto as also impugned
circular dated 27™ April 2021 issued by the ‘Respondént :
No.2 (Exhibit-D_hereto) and 25® June 2021 issued by
the Respondent No.2 (Exhibit- E hereto) as the same

being ultravires and unconstitutional and the same

deserves to be quash and set aside.

[D] That pending final disposal of this Writ Petition
the Respondent be restrain by suitable order injunction

or direction from implementing executing enforcing or

»
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giving into effect to the Bﬁij}ﬁng Regulation
(Amendment) Act, 2020. |

.. [EJThat pendingathe.hicaring and ﬁnal dlsposal of the
present Petition the Respondent be restrain the
suitable order injunction or | d1rect10n from
implementing, execuﬁng, enforcin:g or giving effect
to the impugned circular the circular dated 31%
December 2019 issued by the Respondent No.2
jExhlblt-C hereto_as also 1mpugned circular dated
2’7‘h April 2021 issued by the Respondent No.2
(. -xhlblt- D hereto) and 25" June 2021 issued by
the Respondent No.2 (Exlibit-E ,hle'_reto)_

[F1Ad interim relief in tefms of prayer Clause (D), (E)
above be granted in favour ot}ﬁeiPetl tioner.

'
~ '

-\J'[G]ﬂ"hatzthe) costs of this Writ petltmn be awarded in
e

“favour ‘oE<Petitioner, against «Respcl;ndent by this-

Honourable Court. o

| -
. o - L] I . .,
[H] For such other orders as justice rand convenience

may demand from time to time be passed in favour

of the Petitioner by this Honourable Court.

I say -that the zeliefs a prayed for.by the Petltloner is not
granted irreparable harm, injury and loss caused to the
Petitioner the balance of convenience is in favour of the

Petitioner. I therefore pray that the reliéfs as prayed for be

‘Q-‘Q-

"
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granted to the Petitioner and the Petition be made absolute
with costs,

Solemnly afﬁrm'?i:t Mumbai Foe 'ﬂr Makarashtra Urben Co-op, Qanks’ Federation Ltd,

N\ on thi€ _\—(ﬁia}% ebruary 2022.] ~
D C£ & Sy
" 'h'ff-’.\“ ) . 7> w N / : ’
e, ,':-‘:‘-"1 . 4 .
G ' The Dapoli Urban Co-Operative Bank Ltd.
L Through Sayali Bhoir
P
ADVOCATE
BEFORE ME ~
L’L‘:\.NESI: o T p_ AA.LE
~ ISc LM,
ADV"}CI;:‘T? & 0TI S0VT. OF INDIA)
AP 2% TR AN
94 Naglndas Mas?t;rr]t:g:a, Z

Fort Mumbai - 40p 001,

E

- EROTARIAN : B 2

NOTED & REGISFERED
Page *:Wlﬁzﬁéﬁlé‘}

Date.....c.p @B FEB - 2022wy _

o
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IN THE HIGH COURT OF JUDICATURE AT BOMBAY,
ORDINARY ORIGINAL CIVIL JURISDICTION

WRIT PETITION NO. OF 2022
| Dapoli Urban Co-Operative Bank Ltd.
. ‘and.another PETITIONERS
VERSUS

" " The Union of India

and another
RESPONDENTS

.. To,

" The Prothovnotai'y & Senior Master,
- 0.0.C.J,, High Court
- - Bombay.

ADVOCATE’S CERTIFICATE

< . 1, -Amol Gatne, Advocate for the Petitioner do hereby Certify and state

that the issues involved in the present Writ Petition is required to be
entertained by the Hon’ble Division Bench mainly because in the
aforesaid Writ Petition the Petitioners are seeking to issue certain
. _direétions under Article 226 of the Constitution of India, 1950, on
several grounds and more particularly described in the Writ Petition
- ;md as 'such‘, 't‘:ori_telrflplated under the amended Rule 636(I)}B) of the

" Bombay High Court Original Side Rules, the aforesaid Writ Petition is
,_‘ reqﬁired to be placed before the Division Bench as the issues involved
* in this Writ Petition can be adjudicated by the Division Bench.

=

-

ADVOCATE FOR THE PETITIONERS
PLACE: BOMBAY
DATE:33/p-f2022., -

96/12137



IN THE HIGH COURT OF JUDICATURE

OF BOMBAY,
ORIDINARY ORIGINAL CIVIL
JURISDICTION
. WRIT PETITION NO. OF 2022

Dapoli Urban Co-Operatlve Bank Ltd.
and another
PETITIONERS
VERSUS
The Union of India
and another
RESPONDENTS

WRIT PETITION

 Filed on 28™iy of the February 2022

.. Amol Gatne
Advocate, High Court,

93, Engineering Premises Co-0p., Soc.,
Ground Floor, Mumbai Samachar Marg,
Nea:r Bombay-Stock Exchange, =
Fort, Mumbai:- -400 023
Tele-[022]- 32626433
© Fax-[022]-22630644 -
_ Email: gatnea@gmail.com .. ...
Advocate Code 12926 o
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IN THE HIGH COURT OF JUDICATURE

OF BOMBAY,
ORIDINARY ORIGINAL CIVIL
JURISDICTION
. WRIT PETITION NO. OF 2022

Dapoli Urban Co-Operative Bank Ltd.
and another
PETITIONERS
VERSUS
The Union of India
and another
RESPONDENTS

WRIT PETITION

Piled on 28™ay of the February 2022

=

Amol Gatne
- Advocate, High Court,

93, Engineering Premises Co-op., Soc.,
Ground Floor, Mumbai Samachar Marg,
" . .Near Bombay Stock Exchange, =
.~ Fort;Mumbai:-400 023
Tele-[022]-22626433 .
" Fax-[022]-22630644  ~ "7
Email: gatnea@gmail.com
Advocate Code: 12926
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Notification dated 29" September
2020.
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2020.
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IN THE HIGH COURT OF JUDICATURE AT BOMBAY,
ORDINARY ORIGINAL CIVIL JURISDICTION

WRIT PETITION NO. , OF 2022

Dapoli Urban Co-Operative Bank Ltd.
and another
PETITIONERS
VERSUS

"~ The Union of India

and another
RESPONDENTS

[I] CHALLENGE IN BRIEF :-

Petitioner vide the present Petition, the Petitioner seeks to
challenge the constitutional validity of the Banking
regulation (Amendment) Act 2020 as well as a Circulars
issued by Respondent No. 2 dated 27™ April, 2021 and 25"
June 2021, on the ground the Parliament lack the
competence to pass the same as the issue pertaining to Co-
operative Societies falls within the State List of Art.246 of
the Constitution of India, 1950.

[IT] LIST OF DATES :-

Sr. Date Events and Particulars

1. 129/9/2020 | The impugned Act ie the Banking regulation
(Amendment) Act 2020 was published in the official
gazette on 29™ September, 2020 and was brought into
force with effect from 26™ June 2020 except Section 4

which was brought into force from 1% April, 2021 vide




a separate notification pubﬁshed in the official Gazette

on 23™ December 2020.

27/472021

The Respondent No. 2-RBI issued the Circulars dated
27" April, 2021 and 25™ June 2021, thereby issuing
Guidelines for Appointments of Statutory Central
Auditors of Commercial Banks, Urban Co-operative
banks, as well as Guidelines for Appointments of
Managing Director/whole Time Director in Primary

Urban Co-operative Banks.

The Petitioner states that vide the present Petition, the
Petitioner seeks to challenge the constitutional validity
of the Banking regulation (Amendment) Act 2020 as
well as a Circulars issued by Respondent No. 2 dated

27" April, 2021 and 25" June 2021.

Petitioners submit that with regards to the controversy
at hand, since the Banking 'Regulation Amendment
Act, 2020 (for short “said Act”,) has been enacted by
the Parliament thereby empowering the Respondent
No. 2 to issue circular in respect of subjects which are
other than the “Banking” as a business. Therefore,
these issues became relevant and in the humble
submissions of the Petitioner are ultra vires to the
provisions of the Constitution of India, 1950. The
Petitioner however, makes it clear that with regards to
the present case we are not concerned with the

concurrent list at all. The Petitioners submit that the




c

re’zil“dispﬁte is between the provisions of entry 45 of

the union list as opposed to entry 32 of the State List.

5. . | The Petitioner states, that, Respondent Union of
India, by legislating the said Act, has essentially
encroached upon the domain which is within the
exchusive spear of State List, thereby affecting the day
to day management of the Cooperative Societies. The
certain aspects of the managing and running of the
Cooperative societies, such as the contribution of
Share capital, Elections to the Board of Directoré and
their eligibility criteria, Tenure which are not
pertaining to the aspect of “Banking as Business” are
also being affected as a result of the Amending Act. It
is stated, that, by virtue of the Amending Act, the
Resp.No.2 has been empowered to regulate or evén
the power to amend the Byelaws of the Society to
name the few, having been subject to its prior
approval. It is stated that, Resp.No.2, has issued the
Circulars dt:-27/4/2021 and dt:-25/6/2021, issuing
certain guidelines, thereby severally affecting the
management of the Co-operative Societies across the

state.

6. Hence, this Writ Petition.

[ 11 | POINTS TO BE URGED :-

1. That Constitution U/Art.246 has clearly laid down the

separation of powers between the Parliament and the State
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Legislature, thereby marking the subjects on which the
respective " Legislative bodies would have exclusive
jurisdiction, which is not to be encroached upon by the
other . In the submission of the Petitioner, as per the list 11
viz. the State List includes incorporation, regulation and
winding up of Co-operative societies as a sui)ject under the
State List under Entry 32 and therefore, the day to day
management of the Societies would be subject to the

Regulations as framed by the State Legislature alone. |

2. That vide the impugned Act, the Respondent No.l has
encroached upon the functioning of Co-operative Bank
which has given rise to several problems. In the
submission of the Petitioner under the Cover of Entry 45
of Union List, which essentially deals with “Banking”, the
Resp.No.l passed the impugned Act, thereby regulating
the appointment to Board of Directors of the Societies,
which amounts to the colorable exercise of ithe Power and

on that ground alone is liable to be quashed énd set aside.

(IV] RELEVANT STATUTORY PROVISION

1. Article 226 of the Constitution of India 1950.
2. Banking Regulation Act.

3. Maharashtra Co-operative(SWAct, 1960
[V] CASE LAW /

ADVOCATE FOR THE PETITIONERS

BOMBAY
DATED
9612137
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