Changes to BAFI Bill provisions draw flak

Finance Committee Chairperson Prakash Jwala says alterations can still be made
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The amendments made 1o the
draft of te Banks and Financial
Imstitutions (BAFL) Bill by ithe Par-
Ilamunur} Commiiies on Finanog
can be molled back if the Homss
sonds the begal framewark back o
the comminee, Chairman of Fi-
nance Committes, Prakash fwala,
sald by

His remark comes at a time
when tha Finance Committes has
been [acing criticisms for altering
soimie off thie provisions of the drdt
BAFI BIIL which, many expeerts say,
coulcd heighten comilicts ol nlensst
amid weaken governance st banks
and Anancial institrions (BE18).

The draft BAF Bill initially con-
talned a provision that barred BEFI
chairpersons mm serving the or-
panisation for more than two
Lerins of four years each. The hill
also proposad a lock-in period of
10 years o convert all promoter
shan= into ondinary shanes

I'hese provisions were later re-
vied by o sub-commitiee formed
under the Finance Committee,
This sub-commites comprised a
|k, wha also wesars e hai
ol i bank chinirmian,

Presenting its report, e suls-
gommitiee recommended thit the
provision on fwo-1errm enune of
AFI chairperams be serapged, The
supgestion was lald 1o pave the
way for BFI chairpersons o re-
matin in that post throughout their
lifie. Also, each term of chalrper-
sons of BFls was prolonged o
live years from four years. The
subconumities alio ecommended
that the lock-in period lor
conversion of promoter shines (o
ondinary shares b reduced o
SOVET) Years.

Employees fret over amendments

Himalayan News Service
Kepbfoerandu, fune 15

Employees of fnancial institu-
tigkns have said that the Banks
und Fingncial Instliutions
(TRATFT Bl endorsed I'ry the Fi-
nance Commitiee of the Legisla-
ture-Parliament has overdooked
the Enmmnntc issues, which
will hure the decent working en-
vimmrment in BFls,

The bill, which was recently
approved by the parliamentary
punel, has removed a provision
of the draft bl that barred a per-
son from hokding the post ol a
chalrman ol a BEl for mame than
WO s,

The hill, which was drafied by
the Minksiry of Finance and Me-
|'_|.1| Rastra Bank, had allowed a
person o hold the position of &
chairman ol a BEL for only two
terms. However, the pardiamen-
tary panel made some amend-
e dor the hill — including thi
tenure of chairperson — hoefone
piving ivs stamp of apgroval.

These recommencations mcle
by the subcommintes were later
approved by the Finasce Commir-
e,

“We expedited the process of
amending the drali kill becauss
we were under pressure from the
government o endorse i1 as soeon
as possibde,” lwala told an inferc-
ton orgunised jointly by South
Axia Waleh on Trade, Peormormics
and Environment (SAWTEE] and

According to the employees,
|||n3v|.'r tenure of the same
persen in the topmaost post
may result in an autocraric
sysiem or deviation in govern-
ance of the nstitution, which
conald deteriorate the working
ETVITOTITSL

Ermiployees af BFls associated
under Financial Institution Em-
plovee Unlon of Nepal (FIELN)
r|1|:I.1:,-' nrganised an interaction
programmie on the BAFL Bill that
was forwarded o the full howse
foor fimal app rovval

During the interaction, ex-
perts amad bankers and formier

rernor of Mepal Hastra Bank

il emphasis an the fact that
[Nepal cannot remain isolated
from the global values and prac-
tices, s has been ignonsd in the
amended bill,

Former NAB governor Tilak
Hawal spoke about widely
shired view of conflict of [nter-
et i the lnweemaking process
because some of the lawmakers,
whao are holding the positon

Mepal Beonomic Association 1o

day. “We have now stamed to feel
whiether we failed v conduect thor-
ouph discussions with dillerent
stakehabders before approving the
dralft hill.”

Iwala, however, said, changes
can siill be made i the full House
seends the drft bill hack o the Fi-
nance Commites, speciiying |s-
sues thid necd o be heap her dis-
cussed

of chalmmien of some BFs, wene
invelved i ame nv||i|'|1.|I i hat
draft hill.

Sirmilarly, NRBS former depe-
ty governor Maha Prasad
Adhikeri suld that the bill has
Mt el |'_|r|.1|'._::|'||Ii|'_|n'.'||'_|,I TSI
while transferring promoter
shiares 1o the public. The hill has
amended the lock-in period of
promoier shares (o convert as
orcliniry shanes from 1 years o
seven years. “Thus, withouot
mowving ahead without any pre-
cautionary measures like
pre-approval from NRB ar ad-
wance notifeciion o the centrl
bBank could result in issues of
cagital gain tax embezelement
during transfer of promoter
shires — llke in the case of
'Ibt::,.'nll[dx !I|:||rJ:i:||.|;u L, fsrener
promoter of Neell.”

Mepal Bankers' Association
President Upendra Paudel said
that the mew act should glve se-
prremacy o the MAR lor the lnng-
er benafit of the financial sector,
ratlver thisn curlbing s authority,

“Wie'll be very Mexible om this is-
sisiy,” b further zaid.

Former Mepal Rasira Bank
(WREB} governor Bijaya Nath Bhat-
taral sald: “Everyone should be
careful while dealing with issues
related to BFls because banking
an't like any ather business . BFLs
are custodians of people's r_Il,'prls;-
15, 5o canthon mast be taken.”

In this regind, the Finanee Com
mittee should have carefully

thaught before allowing a law-
rmiker cum biank chalmman o ke
parrt im drakt hill amenchment pro
cess, Bhattaral informed, adding,
‘participation of such a person wis
ludicrous and embarmssing’,

President of Nepal Bankers” As-
soctation Upendra Poudyal said:
“Investors wanit io safeguand their
investment but banking is an en-
tirely different business which
deals with people’s money.”

Cuormently, aroencd 10 million &c.
countholders have parked around
A= 1,947 billion in various BFls,
whereas number of people who
eam 32 or more per day stamds at
.5 milliom, This roughly means
lots ol people who are poor have
alan deposited money in BFLs.

“These peopbe will get hit if oon-
Mices of Interest or weak govern-
ance deterorate perfommance of
BFls” SAWTEE Executive Chair-
mian Posh Haj Pandey sakd, adding,
“Removal of |'|n:|-.-'i~.ir|11 on term of
BFI chalrpersans will hit govern-
ance of AFis"

Nabil Bank CEO Sashin Joshi
satid two-term lenwme of fve years
cach was adequate for bank chair-
persans because ‘change |s neces-
sAry (0 oM e i e

Bhattarai said investors” de-
rmand for rermoval ol cag an chiair-

ersans’ werm and redwction in
ock-in perlod from 10 vears to
sy yers wias conirsdicion

“IF promaers wish o get out of
banking business within seven
years, why do they wani chairper-
sons to remaln in office forever?”
Rhattan queestinned

He. however, added, proposal
made by NRE (o limit lock-in
period af 1 yeors wos reasonabbe,
‘stherwise people will just
start opening AF]s o make guick
profits.



