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Abstract— The Central Government has passed the
Banking Laws (Amendment) Bill 2024 on December 3,
2024 in the Lok Sabha has brought significant changes to
five vital banking legislations. Through this bill, a total of
19 amendments are being made in 7 key areas in the acts
like Reserve Bank of India Act, 1934, the Banking
Regulation Act, 1949, the State Bank of India Act 1955,
and the Banking Companies (Acquisition and Transfer of
Undertakings) Acts of 1970 and 1980. The amendments
goal is to strengthen governance, improve depositor and
investor protection, and develop administrative efficiency
in both public and cooperative banking sectors. This paper
studies the seven key areas of reform, analyzing their
inevitability, implications, and possible outcomes for the
banking ecosystem.

Index Terms- Banking Laws Amendment, Cooperative
Banks, Governance, Depositor Protection, Statutory
Reporting

l. INTRODUCTION

The Indian banking sector has undergone significant
reforms over the years to address structural
inefficiencies and meet global standards. The current
Banking Laws (Amendment) Bill 2024 on December
3, 2024 passed in the Lok Sabha is a vital stage
towards revolutionizing existing laws, confirming
better governance, and enhancing transparency in the
system. The bill has introduced 19 revisions across
seven major areas, including cooperative banks, audit
mechanisms, and deposit management. This study
assesses these amendments in terms of their
implications for bank governance, stakeholder
protection, and operational efficiency.

. NEED FOR THE STUDY
The Banking Laws (Amendment) Bill 2024 has

addressed significant issues within the Indian banking
sector, including governance, depositor protection,
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reporting mechanisms, and administration of
cooperative bank. With the developing economic
environment and increasing complications in banking
operations, it is imperious to streamline existing
regulations to meet present-day challenges. This study
aims to provide a comprehensive understanding of the
amendments' implications for the banking sector

a) Governance Challenges: Addressing
inconsistencies and inefficiencies in the tenure and
flexibility of bank directors, particularly in
cooperative banks.

b) Depositor Protection: Ensuring better asset
management, reducing disputes among heirs, and
enhancing deposit and locker nomination systems.

¢) Outdated Provisions: Revising thresholds, such as
significant interest limits, which have remained
unchanged for decades and no longer align with
economic realities.

d) Administrative Efficiency: Streamlining statutory
reporting and unclaimed asset management to
reduce operational burdens on banks.

e) Audit and Oversight Quality: Enhancing audit
mechanisms  through flexible remuneration
practices to improve financial transparency and
accountability.

I1l.  OBJECTIVES OF THE STUDY

The primary objectives of this study are:

1. To assess the streamlining of reporting
mechanisms and its implications for administrative
efficiency.

2. To study the measures taken to manage unclaimed
amounts and their role in safeguarding investor
rights.

3. To explore the flexibility granted to banks in
determining statutory auditors' remuneration and
its impact on audit quality.

INTERNATIONAL JOURNAL OF INNOVATIVE RESEARCH IN TECHNOLOGY 2528



© January 2025 | IJIRT | Volume 11 Issue 8 | ISSN: 2349-6002

4. To evaluate the effectiveness of the reforms in a) Ministry of Finance reports and press releases on
improving depositor and investor protection. the Banking Laws (Amendment) Bill 2024
5. To analyze the impact of the amendments on bank b) Reports from the Reserve Bank of India on the
governance and management. banking sector's performance.
c) Texts of the amended laws: RBI Act, Banking
IV. RESEARCH METHODOLOGY: Regulation Act, SBI Act, and Banking Companies
Acts.

Secondary data from Government published reports,
legal documents, and official announcements for an
in-depth analysis of the amendments are used such as:

V. ANALYSIS OF AMENDMENTS

Amendment No.1] Extension of Directors' Tenure in Cooperative Banks:

Prior to the amendment

The tenure of cooperative bank directors was limited to eight years as per the
Cooperative Act, despite the 97th Constitutional Amendment allowing for a ten-
year tenure (in two terms of five years each). This created a conflict between the
constitutional provision and cooperative legislation.

The new bill resolves this inconsistency by extending the maximum tenure of

After Amendment cooperative bank directors (excluding chairpersons and full-time directors) from 8
to 10 Years.

Positive Impact: Aligns with the 97th Amendment and ensures consistency in
governance.

Implications Challenges: There are concerns that a narrow interpretation by the central
government could lead to the removal of senior cooperative leaders, destabilizing
the cooperative banking system.

The amendment provides clarity and compliance with constitutional provisions.

Conclusion However, its success will depend on its implementation and the central

government’s approach to balancing governance with continuity.

Amendment No.2] Flexibility

for Directors in Cooperative Banks:

Provision Prior to the
amendment

Directors of one cooperative bank were previously not permitted to serve on the
board of another cooperative bank, except in cases where the Reserve Bank of India
(RBI) appointed directors.

The reform allows directors of Central Cooperative Banks to also serve on the board

Reforms/Amendment . .
of State Cooperative Banks of which they are members.
Improved Coordination: This amendment is expected to enhance policy alignment
imolications and governance across central and State Cooperative Banks.
P Better Decision-Making: Decisions at the state level will benefit from practical
insights at the central level, improving supervision.
. This amendment addresses administrative fragmentation and strengthens
Conclusion

governance structures in cooperative banks.

Amendment No.3] Multiple Nominations for Deposits and Lockers:

Provision Prior to the
amendment

Previously, a depositor or locker user could nominate only one individual to claim
ownership of deposits or locker contents after their death.
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Depositors and locker users can now nominate up to Four Individuals, with the

Reforms/Amendment . . . o
ability to specify ownership shares or priority order.

Reduced Disputes: Simplifies asset division among heirs, reducing family disputes
L over claims.

Implications . . . .
Legal Compliance: The amendment does not override succession laws, ensuring
nominated individuals act as trustees for other legal heirs.

. This reform modernizes deposit management, ensures equitable distribution of

Conclusion

assets, and enhances customer convenience.

Amendment No.4] Increase in Significant Interest Threshold:

Under the Banking Regulation Act, significant interest was capped at 5 lakh or

Provision Prior to the . . . .

10% of a company’s paid-up capital, whichever was lower. This threshold had
amendment . ;

remained unchanged since 1968.

The threshold for significant interest has been increased to %2 crore, covering

Reforms/Amendment . . . . . S
holdings by directors, spouses, and minor children collectively or individually.
Inflation Adjustment: Reflects economic realities and addresses the declining value

— of money over time.

Implications - . -
Transparency: Ensures greater accountability and reporting for significant
stakeholders

. The increase aligns the definition of significant interest with contemporary financial

Conclusion

conditions, supporting economic growth and transparency.

Amendment No.5] Streamlining Statutory Reporting:

Provision Prior to the | Banks were required to submit cash reserve reports to the RBI on the second and
amendment fourth Fridays of the month.

Statutory reports are now to be submitted at the end of each fortnight, month, or
Reforms/Amendment quarter. The first fortnight ends on the 15th, and the second ends on the last day of

the month.

Reduced Administrative Burden: Aligns reporting schedules with financial cycles,
Implications easing operational workloads for banks.

Modernized System: Improves accuracy and timeliness of reporting.

. This change improves reporting efficiency and aligns statutory obligations with

Conclusion g P P g y g y g

modern banking operations.

Amendment No.6] Management of Unclaimed Amounts:

Provision Prior to the | Unclaimed dividends, shares, and interest amounts older than seven years are

amendment transferred to the Investor Education and Protection Fund (IEPF).

Reforms/Amendment Eligible beneficiaries can now reclaim unclaimed amounts transferred to the IEPF.
Enhanced Protection: Safeguards investors’ rights to access unclaimed assets.

Implications Reduced Bank Burden: Allows removal of dormant funds from bank records,
improving financial efficiency.

. The amendment ensures responsible management of unclaimed assets while
Conclusion

protecting investor interests.

Amendment No.7] Remuneration of Statutory Auditors:
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Provision Prior to the . . . . -

The remuneration of statutory auditors is regulated based on predefined guidelines.
amendment

Banks are now granted flexibility to determine auditors’ remuneration based on
Reforms/Amendment . o

market conditions and specific needs.
Implications Competitive Compensation: Allows banks to attract qualified auditors.

Flexibility: Banks can tailor remuneration to reflect their operational requirements.

. This reform enhances the quality of audit practices and strengthens financial

Conclusion .

oversight.

CONCLUSION 5. Flexibility in auditor remuneration will attract

1. Overall, the Banking Laws (Amendment) Bill,
2024, introduces substantial changes aimed at
modernizing the regulatory framework of India's
banking sector, enhancing customer convenience,
strengthening governance structures, operational
efficiency, and investor protection.

2. By addressing longstanding issues such as director
tenures, deposit nominations, and reporting
mechanisms, the amendments modernize the
banking sector to meet contemporary challenges.
However, effective implementation and careful
monitoring will be essential to achieve the desired
outcomes and ensure the stability of the Indian
banking ecosystem.

3. The change updated Reporting Period for Cash
Reserves with the calendar month, making it easier
for banks to track and manage cash reserves.

4. Banks may need to update their internal systems,
software, and processes to imitate the new
amendments.

FINDINGS

1. Alignment of Co-Operative Bank director tenures
with constitutional provisions will improve
governance and continuity.

2. Multiple nominations for deposits will reduce
inheritance disputes and promote equitable
distribution.

3. Streamlined statutory reporting will reduce
compliance burdens and operational costs.

4. Increased thresholds for significant interest reflect
current  economic conditions, fostering
transparency.

1JIRT 172274

skilled  professionals, enhancing financial
transparency and accountability.

6. The success of these reforms depends on consistent
enforcement, capacity building, and minimizing
potential disruptions in cooperative banks.

7. It is very much essential for banks to invest in
advanced security technologies and robust
cybersecurity.

REFERENCES

[1] Ministry of Finance, Government of India. (2024).
Banking Laws (Amendment) Bill 2024 -
Objectives and Impacts. New Delhi: Government
of India Publications.

[2] Reserve Bank of India. (2024). Annual Report
2023-24. Mumbai: RBI Publications.

[3] Lok Sabha Secretariat. (2024). Parliamentary
Debates on the Banking Laws (Amendment) Bill
2024. New Delhi: Lok Sabha Secretariat.

[4] Kumar, A., & Sharma, R. (2023). Governance
Reforms in Cooperative Banks: Lessons and
Challenges. Journal of Banking and Finance,
45(3), 215-230.

INTERNATIONAL JOURNAL OF INNOVATIVE RESEARCH IN TECHNOLOGY 2531



