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INTRODUcnON 

I, the Chairperson of the Standin, q,mmittee on F&DaDCe (1995-96), 
baviDa becn authoriacd by thc Committee to IUbmit the Report OD their 
behalf, present tbis Twentietb Report on the State Bank of India· 
(Subsidiary Banks) Amendment Bill, 1995. 

2. The Bill was introduced in Lok Sabba on 16 Aupat. 1995. AI the 
present Bill related to Ministry of Finance, the Hon'ble Spoaker referred it 
to the Standing Committee on Finance for examination and report on 
17 Aupst, 1995 under Rule 331E of the Rules of Procedure and Conduct 
of BuaincSl in Lok Sabha. 

3. At their first Sitting held on 12 October, 1995, the Committee held 
preliminary discussion on the provisions of thc amendmcnts propoecd in 
the Bill in the light of Statement of Objects and Rc:aaons and the 
Background Note received from the Ministry of FinaJM:e (Deptt. of 
Economic Affairs-Banking Division). The Committee took oral evidcDCC 
of the representatives of the Ministry of Finance (Deptt. of Economic 
Affairs-Banking Division)/RBVSBI on the subject at thei~ Sittinp held 
on 17 November, 13 December, 1995 and 9 January, 1996. Clauae-by­
clause consideration of the Bill took place at the sittin, of the Committee 
held on 24 January, 1996. 

4. The Committee considered and adopted the draft Rerort at tbeir 
sitting held on 13 February, 1996. 

5. The Committee wish to express their thanks to the Officers of 
Ministry of Finance (Departm,?nt of Economic Affairs-Bankinl Divilion), 
Reserve Baak of India and State Bank of India for placin, before them the 
detailed written notes on the subject and for furnishing the information the 
Committee desired in connection with thc examination of thc Bill. 

6. Fo-: facility of reference, recommcndationalob8ervations of tho 
Committee have been printed in thick type. 

Nf;WDEUflj 

27 FeblUQry. 1996 

8 Phalguna" 1917 (Saka) 

MARAGATHAM CHANDRASEICHAR, 
CluUrperson. 

Sttulding Committee on Finllnce. 

(v) 



REPORT 

The State Bank of India (Subsidiary Banks) Act. 1959 was enacted to 
provide for the formation of certain Government or Government 
associated Banks as subsidiaries of the State Bank of India and for the 
constitution. management and control of the subsidiary banks so formed. 
and for matters connected therewith or incidental thereto. 

2. Under the provision of State Bank of India (Subsidiary Banks) Act. 
1959. the following banks arc the subsidiaries of the State Bank of 
India:-

State Bank of Bikuner & Jaipur 
State Bank of Hydcrabad 
State Bank of Indore 
State Bank of Mysorc 
State Bank of Patiala 
State Bank of Saurashtra 
State Bank of Travancorc 

3. The authorised share capital of cach of these Banks is Rs. 50 crores. 

4. The prescnt percentage of shareholding of SBI in each of the 
subsidiary banks is as under:-

State Bank of Bikaner & Jaipur 
State Bank of Hyderabad 
State Bank of Indore 
State Bank of Mysorc 
State Bank of Patiala 
State Bank of Saurashtra 
State Bank of Travaneore 

99.25% 
100.00% 
97.45% 
88.20% 

100.00% 
100.00% 
97.20% 

5. Under the provisions of the State Bank of India (Subsidiary Banks) 
Act. 1950. the State Bank of Hyderabad Act. 1956 and the State Bank of 
Saurashtra Act, 1950, the power to increase the authorised capital of the 
subsidiary banks with the approval of the Reserve Bank of India is vested 
with the State Bank of India. There is a restriction on individual holdings 
of shares upto 200. In order to meet certain norms for capital adequacy 
in relation to risk weighted assets prescribed by the Reserve Bank of 
India according to the Government it is necessary to expand the capital 
base of the subsidiary banks by increasing their authorised as well as 
issued capital. 

6. The State Bank of India (Susbsidiary Banks) Amendment Bill, 1995 
has been brought forward to amend the State Bank of India (Subsidiary 
Banks) Act, 1959. the State Bank of Hyderabad Act, 1956 and the State 
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a.u of Saurubtra Act, 1950 to provide, ill,., .. , for the foUowing 
lWDely:-

(i) To iDc:rouc the authorilcd capital of every lublidiary buk to 
RI. 100 crores. 

(U) To remove the ceiling on individual share. holdiDp of 200 Ibares 
and to iocreue the ceiliDg on votiq riahts to teD per cent of the 
iIIued capital with power to the CeDtraI GovernmeDt to rela. 

(iii) To specify the face value of a shuc at RI. 10. 

(iv) Provision for making calls and forfeiture of ahara, iIIue of bonus 
Iharcs, ctc. 

(v) A provision for maintaining repter of abarea on computer Ooppiea 
or diskettes subject to such safeguards IS may be prescribed by 
replatioDl. 

(vi) To provide for appointment of Chairman of every subsidiary bank, 
wbo IhaD be the Chairman of the Board of Directon. 

/IUk/NruI.", StGlIU to SulnitJUlry Btlnks 

7. The Committee deaired to know wbether Government bad any 
objeclioa to ameDdment beiDg recommcDdedlintroduccd to make 
Subsidiary Banb independeDt of the State Bank of IDdia. ID reply, the 
Ministry have Itated inter-Giu. al follows:-

'"1'be seven Auoc:iate Banks were brought into the public aedor 
fold through an Act of Parliament whereby State Bank of India 
became tbe majority sharebolders iD these banks. State Bank of 
(ndia has .upportcd theac banks both in fmancial and manaaerial 
area for the put over 35 years. The Associate Banb bave 
benefited to a considerable extent through tbis arrangemeDt and 
bave now grown into medium .~ banb, Itertia, from amall 
regioDal bank •. It may be added that all the 7 associate banks bave 
been continuously earbina profiu". 

8. The Ministry aIJo enumerated the foUowin, advantaaes of tbe 
fvnctionift. of these banks within the State Bank Group:-

(i) Availability of large branch network of the Group (about 13,000 
branches taken together). 

(ii) Confidence of public who perceive these banks as strong due to 
the ownership/majority ownership of State Bank of India. 

(iii) ne Group bandle$ a large market share of domcstiClintemationai 
banking business. 

(iv) AU tbe banks within the Group are able to sbare aood quality 
bYline. offered by high value clientele thro. eoGIOrtia 
arrangements. 
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(v) Availability of funds within tbe Group whicb not only helps in 
quicker funda .ttlement but aIJo lower coa thereof. 

(vi) By sharing the foreip cxcbangcfmtemationaJ banking business 
within the Group, the income leneration ia helped. 

(vii) The benefit of product development is shared by aU Group 
members thereby savini costs in these areu. 

(viii) The vast experience of State Bank of India in the field of 
computerisation II available to aU Asaociate Banks without costs. 

(ill) Human resourcel developmeDt through vut training facilities at 
Staff Colleees, Specialist training facilities in A&riculture, 
ComputerisatioD at specialised branches and Departments and also 
at foreign branche •. 

(x) DevelopmeDt of Systems and Procedure. aDd improvin, the quality 
of advaDces through Board level control by State Bank of India. 

9. Ia dais caaMdiDa, the Committee note the lubmlulon made by the 
MIaIItry of Ji1Dance ltatlq "'leT .. as foUows: 

Pnlead" S.te Bank of india bolds maJorIt, sbara and exercise 
....... ' coatrol over the fuoctlonlne of the Subsidiary Banks, tbrouab 
.......... IntenentloDl. If the Subsidiary Banks are tQ be Independent of 
Slate Bank of billa, elther SBlmail bave to off load Its sbareboldJn& In the 
....net or to UIIGO!. If RBI or GOI acquire the sbares from SBI, only 
the 0WMI'IbIp patteI'D wDl YU')'. Majority shareholder. eYen If it .. RBI or 
the GOY ........ nt or india, mall exerdJe lucb board level c:oatrols. WhIle 
aerdIIa& rIabb as a ....uorlty lbanbolder. The auoclatlon between State 
.... of india aDd 1M Su ......... ,. Banka ......... ollmmeaae beDeftt to the 
Sablldlary BankI • 

.. YIew 01 the poeItloa explaided above, the COIIUDIttee feel that there .. 
ao Deed to cbaqe the ""116 9"0 of Subsidiary Banks. 

10. The observations of the Committee in regard to changes 
recommended in the Bill are detailed in succeeding paragraphs: 

CltJwes 4, .5 & 6 - Issued Capital 0/ Subsidiary Banks 
11. Sub-section (5) in Section 7 of the State Bank of India (Subsidiary 

Banks) Act, 1959 provides that State Bank bolds issued capital not less 
than fifty-five per cent of the issued c,-pital of a Subsidiary Bank. Clause 4 
of the Bill seeks omission of this Sub-Section. Since augmentation of the 
autborisied capital is expected through wider and better participation of 
the FDerai public, the Government intend that SBI may dilute its 
Iharebolding in the Subsidiary Banks upto 49% as against 45% at present 
iD favour of tbe aeneral public keeping the majority shareholding with SBI. 
ID lub-aection (2) of new Section 7A, the Bill proposes to provide for a 
minimum of fifty one per cent shareholding of State Bank of India in all its 
Subsidiary Banks. 
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12. As regards dilution of shareholding in subsidiaries, it is proposed to 
provide for minimum 51 per cent sharehOlding of State Bank of India 
(reduced from 55 per cent) through the proposed amendment. However, 
pending the amendment proposed herein, no dilution of State Bank of 
India's shareholding in the seven Subsidiary Banks is contemplated. After 
the amendment, it is proposed to raise further share capital of Subsidiary 
Banks through a public issue at the appropriate time. The actual 
shareholding of State Bank of India after the public issue will depend upon 
the size of the issue, whether the public issue is accompanied by a rights 
issue to State Bank of India and other existing shareholders of the 
Subsidiary Banks. etc. 

13. The Committee are oot In favour of aoy dUutloo of the present 
statutory provislon of shareholdlng of the State Bank of india of My-On 
per cent of the Issued capital In any of Its Subsidiary Banks even thou&h 
authorised capital Is proposed to be raised from Rs. SO crores to Rs. 100 
crora of these subsidiaries and augmentation of their capital resour~-es Is 
expected to be achieved throulh wider and better participation of the 
public. 

14. In order to retain the present shareboldlna of the SBI "f My-Dve per 
cent of the Issue capital In all Subsidiary Banks, the Committee recommend 
the followln& modltlcation: 

(I) In sub-Section (2) of new section 7 A proposed to be inserted by 
Clause 5 of the Bill for the word "fifty-oue", tbe word "fifty-five" 
may be substituted. 

(II) Consequently, the Sub-clause (h) In clause 6 of the BIU which reads 
as under may be omitted: 
'(b) In sub-section (2), for the word "fifty-five". the word "fifty­

one" shaan be substituted.' 

Clause 6 
Limitation for Foreign Inve.stment 

15. At prescnt provision for foreign invcstment as far as nationalised 
banks are concerned is governed by RBI guidelines. In case of State Bank 
of India and its Subsidiaries. in the absence of provision in the Act, foreign 
investment is regulated by general guidelines of the Government of India 
which may be amended from time to time. 

16. For nationalised banks. the percentage has to be prescribed by the 
Government which can not exceed 20% of the paid up capital of the bank. 

17. As regards limitation foreign investment in SBI and its subsidiaries, 
the guidelines arc the same as applicable to other Indian Companies under 
the policy guidelines framed by Government of India from time to time in 
accordance with its Industrial Policy. 



18. Investments by FIls in primary and secondary markets are subject to 
a ceiling of 24% of the total paid up equity capital of any company. 
Reservation in favour of NRlslOCBslFIIs can So upto 40% both in case 
of public issue or by way of private arrangement as per the present policy 
cleared by the Government. However. SEBI has restricted reservation in a 
public issue upto 24% in favour of NRIslOCBs and FIls. 

19. Explaining the position during evidence. the Secretary (Banking) of 
the Ministry of Finance stated as under: 

"In respect of nationalised banks. there is a specific provision and, 
therefore. they are governed by the specific provision, which says 
'twenty per cent collectively'. In regard to State Bank of India and 
its subsidiaries. there is no provision at all in regard to the 
limitation of foreign investment. In the absence of any specific 
provision in the law. it is governed by the general guidelines of the 
Government of India, which may be amended from time to time. 
So, either a conscious decision can be taken with regard to all 
public sector banks or we can say that it can be left to the general 
guidelines. This is the explanation for the variation". 

20. While Industrial Policy is universally applicable to investment in all 
scctors. different provisions for specific sectors, within the policy. can be 
made and have been made. While there can be common provisions 
regarding foreign investments in both the nationalised banks and the 5BI 
Group separate legislation only for governing foreign investment. and that 
too only for public sector banks, will make it impossible to frame a 
cohesive policy on foreign investment in the country. 

21. If specific provisions are inbuilt in individual Acts, changes in 
cconomic policies and consequential changes in the approach to foreign 
investments would call for amendments to individual Acts. Alternately, 
when the guiding factor is the general guidelines issued by Government of 
India tnrough official Gazette such amendments are not called for in 
several individual Acts. Hence, it is considered that it is prudent not to 
build in limitations for foreign investment in the individual acts. 

n. Clause 6 or the Bill seeks to amend Section 18 or the Subsidiary Banks 
Act to provide for free transferability of shares or the Subsidiary Banks. 
Tbe C1)mmittee note that there are already cellinls on forelp .bareboldlnls 
prescribed under tbe General PoUcy GuldeUnes framed by Government or 
India from time to time in accordance with its Industrial Policy for SBI and 
Subsidiary Banks are the same lIS applicable to other Indian Companies. In 
respect or nationalised banks. there Is speclOc provision ror the percentaae 
to be prescribed for forelan investment by the Government under RBI 
I'IldeUnes which can not exceed 10% of the paid up capital or the bank. 
Whereas In case or SBI and Its Subsldlarit's who In the absence of speclOc 
provision. are loverned by Government luidelines. the limit for foreilD 
shareholdinp Is 14% at present. The Committee. however, reel that It Is 



desirable to ban a Ipedftc proYIdoD III tile 8m ....., III nprd to ........... 
for fore1p IDvesbDeDt III Subsidiary Bub abo .... thai tbere Ibotdd be • 
lIIliform Omit for lonip IaftlbDeJat for aU .. bile Sector Bub. TIle 
ColDIDittee, tbenlon, recommeDd dial a·'P"'C'fIc pI'O"IIIoa bJ ........ a ... 
1Ub-1edI0II (4) III SidJaIt 7A III Cia ... 5, .. , be .. de III tile Bm IbeII tbat 
the free tnmIIenbUlty or the ....... sbaII be .. bJect to IIICb nstrldloal _ 
may be pracrlbed rr- time to time ............ foreIp lavatmeat wllldl 
should DOt exceed .'" 01 tile total ..... capltal~ 
Clm.u~ 7-Voting Rig'" 

~1. aause 7 of th~ Bill seeking substitution of new section for Section 19 
of the principal Act for raising ceiling of exercisin, individual vorin, ripta 
of shareholden of Subsidiary Banks except State Bank of India to ten per 
cent as also to make enabling provision for the Central Government in 
consultation with Reaerve Bank of India, to specify higher percent .. for 
such exercising voting rights, provides as follows: 

"19. No shareholder, other than the State Bank shan be entitled to 
exercise voting rights in respect of any shares held by such penon 
in excess of ten per cent of the issued capital of the subsidiary 
bank concerned. 

Provided that such shareholder shall be entitled to exercise 
voting rights at such higher percentage as the Central Government 
may, after consultation with the Reserve Bank, specify." 

24. Explaining the position for imposition of ceiling on the individual 
voting rights of shareholders and raising of ceiling on voting rights to ten 
per cent, the Ministry of Finance in a note have stated as follows: 

"The reason for imposition of ceiling on the individual voting 
rights of shareholders in a bank have to be seen in the content of 
similar restriction in respect of banking companies as defined in 
the Banking Regulation Act, 1949. The restriction on voting rights 
,is contained in Section 12(2) of that Act. When that Act was 
enacted in 1949, the voting rights were restricted to 5% of the total 
voting rights of all shareholders. In 1963, Section 12(2) was 
amended to further restrict voting rights from 5% to 1 %. By the 
A '"endment Act No. 20 of 1994, the ceiling on voting rights has 
now been raised to 10%. 

In the case of State Bank also, Section 11(2) provide. for 
restriction on voting rit!1ts upto 10% of the issued capital of tbe 
bank." 

25. As regards imposing ceiling of 10% on individual rights in tbe 
subsidiary banks when individual can have shareholding upto 49% and 
'yhether it is legally sustainable, the' Ministry have stated as follows: 

"The object in placing a restriction on the voting rights iJ to 
disperse influence on decision making so that the interests of the 
public who are the depositors is not ignored. It may be stated that 
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• tbcrc II DO rcatric:tioa on the- actual amount of sharcs that a 
pellOD may bold in bankina company, control of votina rights is 
CDDIidered necessary as one of the features of the mechaniam to 
achieve regulation of the banking company. On tbeIe 
coDlideratioDl, it would be possiJ?le to sustain the lepl validity of 
JUch a time tested restriction. Formal legal opinion in this reprd is 
being sought from the Ministry of Law &: Justice." 

26. Explaining the rationale and certain circumstances which miabt lUke 
it aeccssary for the Government to enhance the voting rights in rapec:il of 
the subsidiary Banks, the Ministry have stated as under: 

"While State Bank of India is bound to bold a minimum of ~l % 
(reduced from 55 per cent through the proposed amendment ia the 
8W) of the iIIuod capital of the subsidiuy banks, other fiaaacial 
iDstitutions or the qencies of tbe Government such as respective 
State Governments may take up substantial portion of the iIIued 
capital in the sublidiary banks. The~ investors may not like to 
restrict their votia& riahts to only 10%. They may demand on the 
Central Government to raise the voting rights on par with their 
sbareholdinp. 

Looon& to the needs of the market and in order to attract 
potential invcston, incentives like increase in the voting rights may 
become neceuary in future." 

rr. According to the Miaistry, while there are no such enabling 
provisions in the nationaliled banks Act, where the votina right is 
restricted to 1 % of the total voting rights, provisions similar to those 
recommended for the subsidiary banks are the same as in the SBI Act. 

21. The COIIIIDIttee do DOt approve the nisi .. of ce1Uoa OD votllli rtpts 
ellDdlvldlial IbareIIoIden from OIIe per cent to ten per cent II eavlupd In 
abe ............. t In cIa_ 7 el the BID, II abo the proYlio _bIdt wW 
empower abe Central Govel'1UDellt In consultation with the Resene .... fIl 
Ia.. to lpedf) ...... r percentqe for exerclsi... votJDa ...... ts for 
sbarebolden other IbaD the State Bank of India. The CoauaIttee, 
accordlDlly, ncomaaeDd that there Is no need to cu... abe emtlna 
provisloas of the prindPai Act and that clause 7 or the Bill may be ... ted. 

Clause II-Appointment of Chairman of Subsidiary Bank... 

29. Proviso to clause 11 which seeks to substitute Section 25(1) (a) of 
State Bank of India (Subsidiary Banks) Act, 1959 slales as follows: 

"Provided that until such appointment is made or in the absence of 
any such Chairman appointed, the Chairman of the State Bank 
shall exercise the powers and discharge the duties of the 
Chairman". 
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30. The Committee are or the view that in the past, there have been cases 
or inordiaate delays on the part or the Government In appointinl Chairmen! 
Manaalnl Directors ror some or the public sector banks. They, therefore, 
recGDUPend that the words "However In no case the delay should be more 
than .three months" may be added at the end or the above proviso. 

31. As per Section 25(1) (c) of the State Bank of India (Subsl~ary Banks) 
Ad, 1959, State Bank can nominate Dve Directors on the Board of Directors 
or the Subsidiary Bank or whom not more than three Directors are the 
oft'icers or State Bank. In this connection, the Committee recommend that: 

(i) Not more thllD two Directors to be nominated on the Board of 
Directors or tbe Subsidiary Banks are State Bank Omcers; and 

(0) As regards nomination or the three Directors to be made by the 
State Bank in consultation with the Central Government, two 
Directors should be from amontlst the Agricultural Scientist, 
preferably rrom ICAR, Technocrat and Economist and the third 
one should be a nominee or the State Government where 
Subsidiary Bank has a predominant presence in the State. 

32. Section 25(d) of the State Bank of India (Subsidiary Banks) Act. 1959 
ls proposed to be amended by clause 11(B) or the Bill for election of 
Directors to the Board of Directors of a Subsidiary Bank by Shareholders 
other than tbe State Bank where the paid up capital is held by such 
shareholders should also be mentioned as a provision at item (vii) in para 3 
of the 'Statement or Objects and Reasons' or the Bill. 

NEW DELli'; MARAGATHAM CIIANDRASEKHAR. 
27 February, 1996 Chairperson. 

Standin!: COmmilll'f' on Finance. 
8 Phalguna, 1917 (Saka) 



M~OFTIffiSITTINGOFnm 
STANDING COMMITTEE ON FINANCE 

The Committee sat OD Thursday, 12 October, 1995 fro ... 1500 hn. to 
1600 bn. 

PRESENT 

Smt. Maraptbam Cbandrasekbar - Chllirperso1l 

MEMBERS 

Lok SllbM 

2. Prof. K.V. Thomas 
3. Dr. K.V.R. Chowdary 
4. Shri Cbhitubbai Gamit 
S. Sbri P.C. Chacko 
6. Shri Prakuh V. Patil 
7. Sbri B. Akber Puba 
8. Sbri SatyapaJ SiDab Yadav 
9. Shri Jeewan Sharma 

10. Shri Chetan P.S. Chauhan 
11. Shri Dileepbbai Sanallani 
12. Sbri Manabendra Shah 
13. Shri Sartaj Sinall Chhatwal 
14. Sbri Harin Pathak 
1S. Shri Nirmal Kanti Chatterjee 
16. Shri Srikanta Jena 
17. Shri Bhoaencira lba 
18. Shri George Fernandes 
19. Sbri Abdul Ghafoor 
20. Shri Kadambur M.R. Janardhanan 

RlljYll Sabha 

21. Shri Satish Agarwal 
22. Sbri Triloki Natb Chaturvcdi 
23. Dr. Biplab Dasaupt:a 
24. Shri Gurudu Du Gupta 
lS. Sbri K.R. Jayadevappa 
26. Shri Cbimanbbai Mehta 
n. Sbri Rajubbai A. Parmar 
28. Sbri SuriDder Kumar Singla 
29. Shri V.P. Duraisamy 
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SECRETARIAT 

1. Sh. It.L. Haranl - Dep"" SecntGry 
2. Sh. C.S. Jooa - Under Seent"" 
2. At the outlet, the Cbairpcnon welcomed the Memben of the 

Committee. The Committee then coDlidered the revised Tour ProJl'RllUllCl 
of Study Grou .. I and n .of the. Standin. Committee on Finance coverin. 
North Eutem repon commenc:in. from 30 October, 1995. 1be Committee 
_ unanimously appro~ the revised tour prosrammes of the both Study 
Group.. ' 

3. The Clairpcnoa, therelfter, requested the Members to send tbeir 
opIiona II early • ~blc for joining of anyone Study Group II pel 

reviled tour propammcs 10 that Ministry concerned might be requested 
for makiq neceaary arrangements for tours. 

4. The Committee then considered the Slale Bank of India (Subsidiary 
Banb) Amendmoat BiD, 1995 in the light of background material and 
other relevant papen circulated to them. The Committee felt that as the 
provisioDl contained in the proposed Bill required clarifications the 
Committee decided to take evidence of repreaentativel of the Miniltry of 
Fmance (Depanment of Economic Affain-Banking Division). The 
Committee accordinaJy decided to hold their next sitting on 17, 11.95 for 
lakin. oral evidence of the representatives of the Ministry of Finance 
(Depanment of Economic Affain-Banking Division) for seeking 
clarifications 0'1 the proposed Bill. 

The Commiuee then adjourned. 



MINUTES OF THE FOURTEENTH SmlNG OF THE 
STANDING COMMITTEE ON FINANCE 

(1995-96) 

The Committee sat on Friday, 17 November, 1925 from 11.30 hn. to 
13.15 hrs. 

PRESENT 

Smt. Maragatham Chandrasekhar - Chairperson 
MEMBERS 

Lok SabluJ 
2. Prof. K. V. Thomas 
3. Dr. K.V.R. Chowdary 
4. Shri Prithviraj D. Chavan 
5. Shri Akber Pasha 
6. Shri Satyapal Singh Yadav 
7. Shri Jeewan Sharma 
8. Shri Manabendra Shah 
9. Shri Sartaj Sinah Chhatwa) 

10. Shri Nirmal Kanti Chatterje'e 
11. Prof. Susanta Chakraborty 
12. Shri Bhagendra Jha 
13. Shri Kadambur M.R. Janardhanan 

Rajya SabluJ 

14. Shri Satish Agarwal 
15. Shri Triloki Nath Chaturvedi 
16. Shri Sanjay Dalmia 
17. Dr. BipJab Dasgupta 
18. Shri Gurudas Das Gupta 
19. Dr. Shrikant Ramchandra lichkar 
20. Shri Chimanbhai Mehta 
21. Shri Rajubhai A. Parmar 
22. Shri Narendra Pradhan 
23. Shri V.P. Duraisamy 

SECRETARIAT 

1. Smt. Roli Srivastava 
2. Shri K.L. Narang 
3. Shri C.S. Joon 

11 

Jow Secrttary 
Deputy &cretary 
UNh,. Secrelary 
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WmrEIIEI 

MINISTRY OF FINANCE (DEPARTMENT OF ECONOMIC 
AFFAIRS-BANKING DMSION) 

1. Dr. Y. V. Reddy - S«ntllry (Btlllkblg) 
2. Sbri Sudhir Bharpva - Dinctor (BtIII/Cillt) 

STATE BANK OF INDIA 
3. Sbri P. O. Kakodkar - Actlnr CIuIimuuI 
4. Sbri R. Viahwanathan - Deputy 1I...,;"r Dinctor 

RESERVE BANK OF INDIA 
S. Sbri R.J. Prabbu - CItJq GCMNl M",..,,,. 
2. At tbe outlet, the Chairpenon welcomed the Memben of the 

Standing Committee On Finance and the Secretary. Ministry of Finance 
(Department of Economic Affairs-Bankin, Divisiun) and his colleques 
to the sitting of tbe Committee and invited their attention to the provisiona 
contained in direction S8 of the Directions by the Speaker. 

3. The Committee then took oral evidence of the repl'ClCntativcs of 
Ministry of Finance (Deptt. of Economic Affairs-Banking Division) on 
'The State Bank of India (Subsidiary Banks) Amendment Bill, 1995'. 

4. 1be Committee deaired the represeatativcs of Ministry of Finance 
(Deptt. of Economic Affain-Banking Division) to furnish notes on lOme 
points raised during the sitting. 

S. The evidence wu not concluded. 

6. A verbatim record of the evidence wu kept. 

7. The Committee decided to take further evidence of the 
representatives of Ministry of Finance (Deptt. of Economic 
Affairs-Banking Division) on 'The State Bank of India (Subsidiary 
Banks) Amendment Bill, 1995' at their subsequent sitting on receipt of 
written information on points raiacd during the discussion. 

(The witneuea then withdrew) 

The Committee IMn adjourned. 



MINUTES OF THE SIXTEENTH SIlTING OF TIlE 
STANDING COMMITTEE 'ON FINANCE 

(1995-96) 

The Committee sat on Wednesday, 13 Deccm~r, 1995 &om 15.00 hn. 
to 18.00 bra. 

PRESENT 

8mt. Maragatham Chandraaekhar - C,",upenon 

MEMBERS 

Lok SGb,", 

2. Dr. K. V. Cbowdbary 
3. Shri Prithviraj D. Chavan 
4. Sbri P.c. Chacko 
S. Shri Salyapal SiDp Yadav 
6. Sbri Sushil Chandra Yuma 
7. Sbri Joewan Sharma 
8. Shri Chetan P.S. Chauhan 
9. Shri Dileepbhai Sanghani 

10. Shri Nirmal Kanti Chatterjee 
11. Shri Bhogendra Jha 

12. Prof. K.V. ThomaS 

Rajya Sabha 
13. Shri Salish Agarwal 
14. Shri Triloki Nath Chaturvedi 
IS. Shri Sanjay Dalmia 

16. Shri K.R. Jayadevappa 
17. Dr. Shrikant Ramchandra Jichkar 

18. Shri T. Venkatram Reddy 
19. Shri Surinder Kumar Singla 

20. Shri V.P. Duraisamy 

SECRETARIAT 

1. Shri S.N. Mishra - Additional Secretary 
2. Smt. Roli Srivastava - Joint Secretary 
3. Shri K.L. Narang - Deputy Secretary 

13 
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WITNESSES 

1. Dr. Y.V. Reddy - Secretary (Banking), Ministry of FifUlnce. 
2. Shri P.G. Kakodlar - Acting ChairmlJn, State Bank of India. 
3. Sbri V. Ranlarajan - Chief General MafUlger, DBOD, Reserve 

Bank of India, ClO; Bombay. 
4. Sbri M.N. Prasad - loint SecretGry. 
S. Sbri R. Visbwanathan - Deputy Managing Director, Slate Bank 0/ 

IndUJ. 
6. Shri Sudhir Bharlava - Director, BGnking Division, Ministry of 

FlfUlllCe. 
7. Sbri S.R. Kolbathkar - JI. Legal Advisor, Legal Depll. Reserve 

&Ink of India. 
2. The Committee heard further evidence of the representatives of the 

Ministry of Finance (Department of Economic Affairs-Bankin, Division) 
on the State Bank of India (Subsidiary Banks) Amendment Bill, 1995. 

3. The Committee desired the representatives of the Ministry of Finapee 
to furnish written replies on certain points raiscd during discussion. The 
Committee felt that in the light of the written replies then would decided 
further evidence of the representatives of the Ministry of Finance. 

4. A verbatim record of the proceedings was kept. 

• • • • • • 



MINUTES OF THE EIGHTEENTH SITrING OF mE 
STANDING COMMrITEE ON FINANCE 

(1995-96) 

The Committee sat on Tuesday, 9 January, 1996 from lUI) lin b0 
12.45 hrs. 

PRESENT 

Smt. Mara&atham Cbandrasekbar - CItIU1'penOll 
MEMBERS 

Lok SGbIuJ 
2. Prof. K.V. Thomas 
3. Dr. K.V.R. Chowdary 
4. Shri Chhitubhai Gamit 
5. Shri Prithviraj D. Chavan 
6. Shri P. C. Chacko 
7. Shri Satyapal Singh Yadav 
S. Shri Dileepbhai Sanghani 
9. Shri Sartaj Singh Chhatwal 

to. Shri Harin Pathak 
11. Shri Nirmal Kanti Chatterjee 
12. Shri Srikanta Jena 
13. Shri George Fernandes 
14. Shri Abdul Ghafoor' 
15. Shri Kadambur M.R. lanardhanan 

Rujyu Sabha 
16. Shri Triloki Nath Chaturvedi 
17. Shri Salish Agarwal 
IS. Shri Sanjay Dalmia 
19. Dr. Biplab Dasgupta 
20. Shri K.R. Jayadevappa 
21. Shri Chimanbhai t4chta 
22. Shri T. Venkatram Reddy 
23. Shri Narendra Pradhan 
24. Shri Surindcr Kumar Singla 
25. Shri Mohan Babu 
26, Shri V.p. Duraisamy 

SECRETARIAT 

1. Shri K.L. Narang 
2. Shri C.S. Joon 

Deputy Secretary 
Under Secretary 

15 
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MINISTRY OF FINANCE (DEPARTMENT OF ECONOMIC 
AFFAIRS-BANKING DIVISION) 

1. Dr. Y.V. Reddy Secretary (Banking) 
2. Sbri M.N. Prued Jo;nt Secretary (80) 

STATE BANK OF INDIA 

1. Sbri P. G. Kakodkar ChaimuJn 
2. Sbri R. Viahwanathan Deputy Mantllinl Director 
3. Sbri R.B. Srivastava Deputy Genual MaMgu 
4. Sbri S.N. Sahai Deputy Genulll Manaler 
S. Sbri T.S. Kriahnuwamy ClUef Mantller 

RESERVE BANK OF INDIA 

1. Sbri V. Rangarajan 
2. Shri S.R. Kolhatkar 

Chief Genual Manager 
General Manaler 

2. The Committee resumed further oral evidence of the representativca 
of Ministry of Finance (Deptt. of Economic Affaira-Banking Division) on 
'The State Bank of India (Subsidiary Banks) Amendment Bill, 1995'.· 

3. After conclusion of the evidence, the Committee desired the 
repreaentatives of Ministry of Finance (Deptt. of Economic 
Affatr.-Banking Division) to furnish notes on some points raised during 
the sitting. 

4. A verbatim record of thc evidence was kept. 

The witness then withdrew. 

S. The Committee then decided to meet again on 24 January, 1996 to 
have deliberations on the provisions of the SBI (Subsidiary Banb) 
Amendment Bill. 1995 and to finalise their conclusions and 
recommendations on the matter. 

The Committee 'hen adjourned. 



MINUTES OF nm SITI'ING OF THE STANDING COWMnTEE ON 
FINANCE 

The Committee lat on Wednesday, ~ Jaauary, 1996 from 11.00 lui" to 
12.30 hrl. 

PRESENT 

Smt. Maraaatbam Cbandruckhar - CluliTperson 

2. Prof. K. V. Thoma 
3. Dr. 'K.V.R. Cbowdary 
4. Shri Prakash V. Patil 
S. Shri Jeewan Sharma 

MEMDW 
Lok Stllllr" 

6. Shri Sartaj Sinsh Cbhatwal 
7. Sbri Nlrmal Kantl Chatterjee 
8. Sbri Srikanra Jena 
9. Shri Gcorae Fernandes 

10. Shri Abdul Ohafoor 
11. Shri Kadambur M.R. Janardhanan 

12. Shri Sati.h A,arwal 
13 Shri Sanjay Dalrnia 
14. Shri K.R. Jayadeyappa 
IS. Shri Chimaabbai Mehta 
16. Shri Rajubhai A. Parmar 
17. Shri NarciKlra Pradhan 
18. Shri Mohan Babu 

Rajya Sablra 

SECRETARIAT 

l. Salt. Roli Srivastava - Jo;nt SeaelfUY 
2. Sbri Ie.L. Narana - Deputy StcnlfU, 
3. Shri C.S. Jooo - Under S~/"" 

The Committee took up clause.by·clauae coaaidoratioa of I~_" 
propoICId ia the State Buk of India (aubaidiary B_kl) Aaw.d ..... BiI. 
1",. After deliberations, the Committee approved cbaa~ 
in the amendments as follows:-

CltuUts 4, 5, cI 6-/uued Capital of Sublldillry B",,1cs 
aauac .. o! the B~IIIOU"'1 omission of tbe Sub-lCCtioa (5) in Scc:tIoa 7 

of the State Bank of India (Subsidiary Banb) Act, 19S9 wbicII provided 
that the State Bank held not less than fifty-five per cont of the ill. 
capital of. Subsidiary Buk. SulHectioa (2) of DCW Secdoa 7A, proposod 
to be _rted by a. ... 5 of tIao Bill. IOUIht to provide for I ____ 01 
tIftJ-oae per coat .... roboldlaa of State Buk of WI Ia .. hi SubIkUarJ 
Bub. 

17 
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Tbe Committee were not in favour of any dilution of tbe present 
statutory proviaioo of sbarehokling of the State B8Q.k of India of fifty-five 
per ceDt of the iuued capital in any of its Subsidiary Banks even though 
authorised capital was proposed to be raised from Rs. SO crores to Rs. 100 
croftll of thcae subsidiaries and augmcntation of their capital resources was 
expected to be achieved through wider and better participation of tbe 
&encn! public. 

In order to retain the present shareholdinl of the State Bank of India of 
fifty-five per cent of tbe issued capital in all lubsidiary Banb. the 
Committee recommended tbe following modifw:ation: 

(i) 10 sub-Section (2) of new section 7A proposed to be inserted by 
Clause 5 of tbe Bill (or the word "fifty-one". the word "fifty-five" 
may be suMtituted. 

(ii) Consequently. the Sub-clause (b) in clause 6 of the Bill which 
reads as under may be Omitted: 

'(b) io lub-section (2). for the word "Fifty-five", the word 
"fifty-one" shall be substituted.' 

Clillur ~LimiJtJlion lor Foreign Invtslment 
Clluae 6 of the Bill IOUght to amend Section 18 of the Subsidiary Banks 

Act to provide for free transferability of shares of the subsidiary Banks. 
Tbe Committee noted that there were already ceilinp dn foreign 
sbarcholdings prescribed under the General policy Guidelines framed by 
Government of India from time to time in accordance with its Industrial 
Policy for SBI and subsidiary Banks were the same as applicable to other 
Indian Companies. In respect of nationalised banks, there was specifiC 
provision for the percentaae to be prescribed for fore ian investment by the 
Government under RBI auidelines which can not exc:eod 20% of the paid 
up capital of the bank. Whereas in case of SBI and its Subsidiaries who in 
the absence of specific provision. were governed by Government 
guidelines. the limit for foreign sharehoJdinp was 24% at present. The 
oommittee, however. felt that it was desirable to have a specific provision 
in the Bill itself in regard to limitation for foreian investment in Subsidiary 
Banb also and that lhere should be a uniform limit for forcip investment 
for all Public Sector Banks. The Committee, therefore, recommended that 
a specific provision by adding a new sub-section (4) in proposed Section 
7 A in Clause 5. may be made in the Bill itself 10 that the free 
transferability of the shares shall be subject to sueb restrictions as may be 
prescribed from time to time regarding fore ian investment which should 
DOt exceed 20% of the total issued capital. 
CWue 7-Voting Right 

Clause 7 of tbe Bill seekinl substitution of new section for Section 19 of 
the principal Act for raisina c:eilina of exen:isin. individual \IOtina ripta of 
shareholders of Subsidiary Banb except Slate Bank of India to ten per 
ceDt u also to make an enabliDI provision for the Central GovcrDlDCDt in 
consultation with Reserve Bank of India. to lpecify bigher percentaae for 
such exercising voting rights. provided u follow.: 
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"19. No shareholder, otber thaa the State Buk ...... be entitled to 
cxercilc votinJ ripts in reapcct of any shares bold by I1ICb penon In 
excess of ten per cent of the issued capital of tbe Sublidiary Buk 
concerned: 

Provided tbat lucb Ibareholder Ihall be entitled to eurc:ile votiaa 
ri&btl at IUch bilher percent. u the Cenual OOVCl'DlllCnt .ay, after 
consultation with the Reserve Bank. specify." 

The Committee did not approve the raisinl of ceHina on votina ripu of 
individuallharcholdcrs from one percent to tcn percent u cnviaapd in the 
amendment in clause 7 of the Bill. al allO proviso which would empower 
tbe Central Government in consultation with the Reserve Bank of India to 
apccify hiaher percentale for exercising votina riahlS for 1h8rcholden other 
than tbe State Bank of India. The Committee. ac:cordia"y, recomDlcoded 
that there was no need to change the cxistina provisions of the prioc:ipal 
Act and that clause 7 of the Bill might be deleted. 

CIa.. II - AppoiallDeat or Chalrmaa of Su........., a.u 
. Proviso to clause 11 which seeks to substitute Section 25(1) (a) of State 

Bank of India (Subaidiary Banb) Act. 1959 Itated u follows: 

"Provided that until such appointment is made or ia the abecncc of 
any sueh Chairman appointed. the Cbairman of tbe State Buk sbiD 
exercise the POWCl'5 Rnd discharae the duties of the· Cbairmu. " 

The Committee were of the view that in the put, there have been cues 
of inordinate delays on the part of tbe Governmeat in appoiatia. 
ChairmciWManagin, Dircc:ton for some of the public sector bllDka. They, 
therefore, recommended that the words "However in no cue the delay 
should be more than three months" ma) be added at tbe end of the above 
proviso. 

As per Scction2S(I)(c) of the State Bank of Inma (Subsidiary Banb) 
Act, 1959, State Bank could nominate five Directors on the Board of 
Directors of the S&ibsidial')' Bank of whom not more than three Directors 
were the officials of State Bank. As regards the appointmeat of two ·oon­
official Directors to be made by the State Bank in COQIUltation with the 
Central Government. the Committee recommended ·that one Director 
should be either an Alricultural Scientist preferably from ICAR or a 
Tcc:hnocrat or an Economist and the other one should be a nominee of the 
State Government where subsidiary bank had a pre-dominant prcacnce in 
the State. 

3. The Committee approved the remaininl ClaulOS of the Bill u 
contained therein. 

4. The Committee then decided to meet again on 13 February, 1996 to 
consider and adopt the draft Report on the Bill. 

The CommlllH 'hen tUljolU'fted. 



MINUTES OF THE SmlNG OF THE STANDING COMMITIEE 
ON FINANCE 

The Committee sat un Tuesday, 1'3 Februuy, 1996 from lSOO brs. to 
1600 bra. 

PRESENT 

Smt . Maraptham Chandruckhar-;-Clulirpe,.son 

MEMBERS 

r .ole SIIbha 
2. Dr. K .. V.R. Chowdary 
3. Shri Chhitubhai Gamit 
4. Shri Saty.pal Sia", Yadav 
S. Shri Sushll Chandra Varma 
6. Shri Jcewan Sharma 
7. Shri Manabendra Shah 
8. Sbri Hario Patbak 
9. Shri Nirmal Kanti Chatterjee 

10. Sbri Bholcndra Jh. 
11. Sbri George Fernandes 
12. Shri Abdul Ghafoor 

RtljYIl SaM. 
13. Sbri Salish Aprwal 
14. Dr. Biplab Des Gupta 
IS. Dr. Shrikent Ramchandr. Jichkar 
16. Shri Cbimanbbai Mehta 
17. Shri Surinder Kumar Sift ... 
18. Shri V.P. Our_my 

SECRETARIAT 

1. Sma. Roli Srivastava - Jllint StrrrlaT)' 
2. Shri K.L. Naran. - .CH.pwy Seenlll,., 
3. Shri C.S. loon - Under S«nlury 
2. The Committee aben took up for comidcration their draft 

Report OR dae State Bank of India (Subsidiary Banb) Amcndnaent 
BiD, 1995. The Committee after deliberation adopted the Repon 
with the foIIowiq modification51amcndmcnts:-

(i) PaN 9, lair sentence. 

For "there is ncedlo maintain the prcICnt .sltllusquo .. 
SlIbslllUlt "there II no nccd It' chanF the MIlIU! quo". 

lei 
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(ii) Para 31 

For "31. AI per Section 25(1) (e) of the State Bank of India (Subsidiary 
Banks) Act, 1959, State Bank can nominate five Directors on the boud of 
Directors of the Subsidiary Bank of whom not more than three Directors 
are the officiala of State Bank. As regards the appointmeDt of two DOD­
official Directors to be made by the State Bank in consultation with the 
Central Government, the Committee recommend that one Director should 
be either an Agricultural scientist preferably from ICAR or a Technocrat 
or an Economist and the other one should be a nominee of the State 
Government where Subsidiary Bank have a predominant presence in the 
State." 

Sub&tilllle "31. As per Section 2S (1) (c) of the State Bank of India 
(Subsidiary Banks) Act, 1959, State Bank can Dominate five 
Directors on the Board of Directors of the Subsidiary Bank of 
whom not more than three Directors are the officers of the State 
Bank. In this connection, the Committee recommend that: 

(a) Not more than two Directors to be nominated on the Board 
of Directors of the Subsidiary Banks are State Bank Officers; 
and 

(b) As regards nomination of the three Directors to be made by 
the State Bank in consultation with the Central Government, 
two Directors should be from amongst Apicultural Scientists, 
(Preferably from ICAR) Technocrats and Economists and tile 
third one should be a nominee of the State Governmeat 
where Subsidiary Bank has a predominant presence in the 
State." 

(IU) New Para 32 
Afttr para 31, add 

"32. Section 2.5(d) of the State Bank of India (Subsidiary Banks) 
Act. 1959 was proposed to be amended by clause 11(B) of the Bill 
for election of Directors to the Board of Directors by shareholders 
other than the State Bank where the paid up capital is held by 
sue;h shareholders, should also be mentioned as a provision at item 
(vii) in para 3 of the 'Statement of Objects and reasons' of the 
Bill" . 

3. The Committee authorised the Chairperson to finalise the Report in 
the light of the aforesaid amendments as also to make verbal chanlea in 
narration in paras 5 and 8 of the Report and present the same to 
Parliament. 

4. The Committee then considered a request received from the French 
Embassay for a meeting of some Members of the Committee on Finance 
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with a delegation of ten members of the French Senate led by Mr. Jean 
Francois Poncet, Chairman of the Senate Committee for Economic Affairs 
and Planning for an informal exchange of views on a wide ranse of 
subjects and in particular the Indian economic reforms and the prospects of 
the economic situation in India. The Committee authorised the 
Chairperson to fix the meeting preferably on 21 February, 1996 in 
consultation with the French Embassy. 

S. The Committee also decided to hold their next sitting on 
22 February, 1996 to consider and adopt draft Action Taken Report(s). 

The Committee then adjourned. 
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ANNEXURE JI 
As INTRODUCED IN LoK SABUA 

BlII No. 57 or 1995 

THE STATE BANK OF INDIA 
(SUBSIDIARY BANKS) AMENDMENT 

BILL. 1995 

A 
BILL 

further to amend the State Bank of IndiQ 
(Subsidiary Banks) Act, 1959, the State 
Bank of Hyderabad Act, /956 and the 
Slate Bank of Saurashtra Act, 1950, 
BE it enacted by Parliament in the 

Forty-sixth Year of the Republic of India 
as follows:-

CHAPTER I 

PRELIMINARY 

5 1. This Act may be called the State 
Bank of India (Subsidiary Banks) 
Amendment Act, 1995, 

CHAPTER II 
AMENDMENTS TO n IE STATE BAN,K Of 

10 INDIA (SUBSIDIARY BANKS) ACT, 1959 

2. In Chapter II of the State Bank of 
India (Subsidiary Banks) Act. 1959 
(hcreafter in this Chapter referred to as 
the Subsidiary Banks Act). for the heading 

15 "Constitution of NEW BANKS and 
CHANGE of name of any Subsidiary 
Bank". the following heading shall be 
substituted, namc1y:-

"CONSTITUTION OF NEW DANKS. CIIANGE OF 
20 NAME AND SIlAR~ CAPITAL Of SUDSIDIARY 

BANKS", 

3. For section 6 of the Subsidiary Banks 
Act, the following section shall be 
substituted, namely:-
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Short title. 

Substitution 
of new 
headins for 
headins of 
Chapter II. 

Sullstitution 
of new 
section for 
section 6. 



Aulboriaed 
Cllpilll of 
IUbIidiuy 
bMb. 

Ameoclmeat 
of IeCtioD 7. 

lalenioa of 
IICW eec:tioD 
7A. 

Iacreuc or 
reductioa of 
iIIued apilll 
of aublidiary 
buk •. 

"6, (1) Subject to the prOVJIIODl 

of this Act, the authorised capital of 
every lubsidiary bank shall be rupees 
one hundred crores, 

(2) The authorised capital of every S 
subsidiary bank shall be divided into 
Ihares of ten rupees each. 

(3) Nothwitbstandin& anything 
contained in this lCdioD, the State 
Bank may, with the approval of the 10 
Reserve Bank, authorise a subsidiary 
bank to increase or reduce its 
authorilcd capital: 

Provided that where the authorised 
capital is 10 increased the shares 15 
iuuect shall be of the denomination 
specified in sub-section (2).", 

4. In section 7 of the Subsidiary Banks 
Act, sub-sections (4) and (5) shall be 
omitted. 20 

5. After section , of the Subsidiary 
Banks Act, the following section shall be 
inserted, namely:-

"'A. (1) without prejudice to the 2S 
provisions contained in sub-section 
(3) of section , relating to new 
banks, a subsidiary bank may, with 
the approval of the State Bank and 
the Reserve Bank, increase from 30 
time to time including by way of 
issuing bonus shares to existing 
shareholders, its issued capital and 
the capital so increased shall consist 
of paid-up shares to be issued in such 35 
manner as the State Bank may, with 
the approval of the Reserve Bank, 
direct. 

(2) No increase or reduction in the 
issued capital of a subsidiary bank 40 
shall be made in such a manner that 
the State Bank holds at any time less 
than fifty-one per cent of the issued 
capital of that bank. 
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(3) A lublidiary bank may accept 
the money in respect of shares issued 
towards increase in issued capital in 
instalmcnts, fodeit unpaid shares and 

S rciuue them u may be prescribed.". 

,. In lCdioD 18 of the Subsidiary 
BIIIb Act,-

(II) for IUb-lectioa (1), tbe 
foIlowina IUb-aection llian be 

10 .ubltituted, namely:-

"(1) Save II otherwise provided 
in IUb-lectioa (2) and lubject to 
tbe provisions of the Securities 
Excbanle Board of India Act, 

15 1992 IS applicable to securities IS 

dcfined in section 2 of the 
Securities Contracts (Replation) 
Act, 1956 and any other law for 
the time beiDI in foroe, the Shares 

20 of I subsidiary bank shall be freely 
transferable. 

(IA) Every .hareholder of a 
subsidiary bank holdina shares in 
the denomination of one hundred 

2S rupees immediately before the 
commencement of the State Bank 
of India (Subsidiary Banks) 
Amendment Act, 1995 shall be 
entitled to have the certificates of 

30 shares of equivalent yuiue in the 
denomination of ten rupees in 
accordance with the procedure 
specified by the subsidiary bank in 
this behalf."; 

35 (b) in sub-section (2), for the word 
"fifty-five". the word "fifty-one" shall be 
substituted. 

7. For section 19 of the Subsidiary 
Banks Act, the following section shall be 

40 substituted, namely:-

"19. No 5hareholdcr. other than the 
State Bank. shall be entitled to exercisc 
voting rightlin respect of any shares held 
by sueh person in excess oT ten per cent of 

4S the issued capital of the subsidiary bank 
concerned: 

Amendmalt 
of aectioa 18. 

Subslitulion 
of new 
section for 
section 19. 

Reslric:tions 
on YOlin, 
ri&hlS. 
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Provided that such share holder shall be 
entitled to exercise voting rights at such 
higher percentage a~ the Central 
Government may after consultation with 
the Reserve Bank specify.". S 

•• In section 20 of the Subsidiary Banks 
Act, for the words and figures "Banking 
Companies Act, 1949", the words and 
figures "Banking Regulation Act, 1949" 
shall be substituted. 10 

9. Section 21 of the Subsidiary Banks 
Act shall be re-numbered as sub-section 
(I) thereof, and-

(a) in sub-section (1) as so renumbered 
or the words "as its head office". the 15 
words "at any place within the city or 
town where its head office is situated" 
shall be substituted; 

(b) after sub-section (J) as so re­
numbered, the following sub-section!' shall 20 
be inserted, namely:-

"(2) Notwilh!;tanding anything contained 
in sub-section (l), it shall be lawful for Ii 

subsidiary bank to keep the register in 
computer floppies or diskettes subject to 25 
such safeguards as may be prescribed. 

(3) Notwithstanding anything contained 
in the Indian Evidence Act. 1872, a copy 1 of 1872 
of or extract from, the register of 
shareholders. certified to be a true copy 30 
under the hand of an officer of the 
subsidiary bank authorised in this behalf. 
shall. in all legal proceedings. be 
admissible in evidence .... 

10. In section 22 of the Subsidiary 35 
Banks Act, the words and figures 
"Notwithstanding anything contained in 
section 19," shall be omitted. 

11. In section 25 of the Subsidiary 
Banks Act,- 40 

(a) in sub-section (1).-
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(A) for clause (a), the following clause 
shall be substituted, namely:-

"(a) the chairman to be appointcd by 
the State Bank with the approval of the 

5 Reserve Bank: 

Provided that until such appointment is 
made or in the absence of any such 
chairman appointed, the chairman of the 
State Bank shall exercise thc powers and 

10 discharge the duties of the chairman;"; 

(8) for clause (d), the following clause 
shall be substituted, namely:-

"(d) directors to be elected in the 
prescribed manner by the shareholders_ 

15 other than the State Bank. where the paid­
up capital held by such shareholders is-

(i) not more than ten per cent 
of the total paid-up capita\. not 
more than two directors. 

20 (ii) not marc than twenty-five 
per cent of the total paid-up 
capital. not more than thrce 
directors. 

(iii) more than twenty-five per 
25 cent of the total paid-up capital. 

not more than four directors: 

Provided that if the total amount 
of the holdings of all such 
shareholders registered in the books 

30 of the subsidiary bank three months 
before the date fixed for election is 
below five per cent of -the total paid­
up capital, or if therc arc no 
shareholders other. than the State 

35 Bank registered on the books of the 
subsidillry bank. the dircctors to be 
elected by thc -sharcholders shall be 
nominated by thc Statc Bank . and 
such directors shall, for the purposcs 

40 of this Act, ~ . decmcdto be 
directors elected under this clause;"; 

(b) after sub-section (I) thc 
following sub-section shall be 
inserted, namely:-
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"(1A) The terms and conditions of 
appointment of, and the 
Remuneration payable to, the 
chairman of every subsidiary bank 
shall be such as may be determined 5 
by the State Bank with the approval 
of the Reserve Bank:". 

U. In section 27 of the Subsidiary 
Banks Act, in sub-section (5), in clause 
(II), for the words and figurea "Banking 10 
Companies Act, 1949", the words and 
fiaures "Banking Regulation Act, 1949" 
shaD be substituted. 

13. In section 34 of the Subsidiary 
Banks Act, in sub-section (2), for the 15 
words "The chairman of the State Bank", 
the words "The chairman of the Board of 
Directon" shall be substituted. 

14. In section 38 of the Subsidiary 
Banks Act, in sub-section (10), in clause 20 
(II), for th: words and figurea "Banking 
Companies Act, 1949", the words and 
figurea "Banking Regulation Act, 1949" 
shall be sumtituted. 

15. In section 48 of the Subsidiary 25 
Banks Act, in sub-section (2), for the 
words and figures "Indian Income-tax Act, 
1922" the words and figures "Income-tax 
Act, 1961" shall be substituted. 

16. In section 55 of the Subsidiary 30 
Banks Act, for the words and figures 
"Banking Companies Act, 1949", the 
words and figures "Banking Regulation 
Act, 1949" shall be substituted. 

17. In section 63 of the Subsidiary J5 
Banks Act, in lub-section (2),-

(I) after clause (f), the following 
clause shall be inserted namely: 

"Uti) the conditions of payment 
of share-money in instalments and 40 
the manner of forfeiture of unpaid 
.hares and their reiaaue;"; 

11 of 1922 
43 of 
1961. 
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(ii) in clause (g). after the word and 
figures "section 21" the words "the 
safeguards to be observed in the 
maintenance of the register on computer 

5 floppies or diskettes". shall be inserted. 

CHAPTER III 

AMENDMENTS TO TilE STATE BANK or 

HVDERAUAD Aer. 1956 
18. In the State Bank of Hydera,bad 

10 Act. 1956 (thereafter in this chapter 
referred to as the Hyderabad Bank Act). 
section 9 shall be omitted. 

19. In section 10 of the Hyderabad Bank 
Act. sub-section (3) shall be omitted. 

15 CHAPTER IV 

AMENDMENT TO TIlE STATE BANK or 

Sl\la~ASIITH.A ACT. 1950 

20. In the State Bank of Saurashtra Act. 
1950 (hereafter in this Chapter referred to 

20 as the Saurashtra Bank Act). seclion 5 
shall be omitted. 

21. In section 6 of the Saurashtra Bank 
Act. su h-scct ion (3) shall be omitted. 

Omission of 
section 9. 

Amendment 
of section 10. 

Omission of 
seclilln j. 

Amendment 
of section fl. 



STATEMENT OF OBJECI'S AND REASONS 

UDder the provilioal of the State Buk of IDdia (Sublidiuy Bub) 
Ad, 19S9, tile Slate Buk of Hyderabad Act, 19S6 and the State But of 
Sauralhtn Act. 1950, die power to iDcreue the autboriled capital of the 
IUbiidiary baab with the approval of the Rcaerve Buk of IDeIia is YClted 
witll tile State But of India. There is a restriction on individual boJdiDaa 
01 ...... up to 200. In order to meet certain DOrms for iacome recopitioa 
IDCI prowiIioaiaa aDd ..., lor capital adequacy in relation to risk weipted 
aDell. prelCribed by the Reserve Bank of India. it is neceuary to expand 
tile capital bale of die IUbIidiary banb by increuin, their authoriled 
capital u weD u illued capital. 

2. Au .... entation of capital resources of the subsidiary bub is 
CJlpec:tcd to be acbieYCd tbrouab wider and bener participation of tbe 
.. raJ public. teepiq a majority boldina of fifty-one per cent of shares 
by the State Bank of India. In accordance with the wide market 
acceptability. the face value of sbare hu to be fixed at rupees ten each 
from rupees bundred 'each u at present. In accordance with the auidelines 
lor illue of IbareI by companies _ed by the Securities and Exebanae 
Board of India (SEBI). there II a necessity to provide for subKriptiolil for 
Ihara to be called ill instalments and consequently make provision for 
forfeiture of unpUd sbares. It is aIIo neceuary to subjed the transfer of 
mares IIDCnable to SEBl's restrictions. u the existing provisions provide 
for free traDlferability of the shares except for maintaining the majority 
boIdiaa of the State Bank. With the increase in capital and wider 
puticipatioo in equity by the investing public larger volume of transactions 
ia the shares of subsidiary banles throup various stock exchanges in the 
country is expected. In order to facilitate the transactions in shares and to. 
Itteamline and smoothen the share regi~try function with the help of 
current technoiopcal advancement, computeriaation of the repter of share 
holden it abo desirable. While the Chairman of State Bank is the eJ: 
ol/klo Chairman of the subsidiary banks. a provision is also proposed to 
be made for appoiDtmen! of Chairman of any subsidiary bank, who shan 
be the Chairman of the Board of Directon. 

3. The BiU. ;"ter lilia, provides for the followins, namely:-

(i) To increue the authorised capital of every subsidiary bank to 
RI. 100 crores. 

(ii) To remove the ceilin, on individual share holdinp of 200 
shares and to increase the cellin, on voting rights to ten per cent of 
the issued capital with power to the Centnl Government to relax. 

(iii) To specify tbe face value of a share at Rs. 10. 

30 



(Iv) Provision for makin, caDI and forfeiture of ahara, iuuc of boa .. 
shares, etc. 

(v) A provisioa for maiataiDia, reaister of shares OD computer floppies 
or diskettes IUbject to such IIfepards as may be prescribed by replatiou. 

(vi) To provide for appointment of Chairman of every subsidiary bank, 
who shaD be the Chairman of the Board of Directors . 

.t. The Bill leeks to achieve the above objec:ta. 

NEwDElMlj M. V. CHANDRASHEKARA MURTHY. 

The 31st July, 1995. 



MEMORANDUM REGARDING DELEGATED LEGISLATION 

Clause S of tbe Bill seeks to insert a new section 7 A in the Statc 
Bank of India (Subsidiary Banks) Act, 1959 empowering the State 
Bank to make regulations regulating the payment of share money in 
instalments and the manner of forefciture of unpaid shares and their 
reissue. Clause 9 of the Bill seeks tn amend section 21 of the Act 
empowering the subsidiary banks to keep the register of shares in 
computer floppies or diskettes subject to such safeguards as may be 
prescribed by regulations. Clause 11 of the Bill seeks to amend 
section 2S of the Act empowering the State Bank to make regulations 
regarding the manner of election of directors. 

2. Clause 17 of the Bill seeks to amend section 63 of the Act which 
empowers the State Bank, with the approval of the Reserve Bank. to 
make regulations. The amendments to section 63 arc consequential to 
the amendments mentioned abovc. 

3. The matters in respect of which regulations may be made under 
the aforesaid provisions are matters of procedure and administrative 
details. The delegation of legislative power is, therefore. of a normal 
character. 



ANNEXURE 

EXTRACTS FIWM TilE STATE BANK OF INDIA (SUDSIDIARY BANKS) Aer. 
1959 

Authorised 
Capital "f 
new hank~. 

(38 OF 1959) 

* • • 

CHAPTER II 

CONSTITl:TION OF NEW UANKS AND CIIANGE OF 

NAME 01' ANY Sl:USIDIAI(Y DANK 

* 

6. (J) Subject to the provisions of this Act. 
the authorised capital of the State Bank of 
Mysore and the State Bank of Travancore shall 
be rupees two crores each. and the authorised 
capital of every other new bank shall be rupees 
one crorc. 

(2) The authorised capital of every new bank 
shall be divided into shares of one hundred 
rupees each. 

(3) Notwithstanding anything contained in 
this section. the State Bank may. with the 
approval of the Reserve Bank. authorise a new 
bank to increase or reduce its authorised 
capital: 

Provided that where the authorised capital is 
so increased. the shares issued shall be of the 
denomination specified in sub-section (2). 

33 
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1. (1) • • • • 

(4) Without prejudice to the proYlllOni 
contaiDed in sub-section (3), a new bank may, 
witb the approval of tbe State Bank and the 
Reserve °Bank, inc:reue from time to time, ita 
_ed capital and the capital 10 increased shall 
consist of fuDy paid-up shares to be issued in 
sucb manner u tbe State Bank may, with the 
approval elf the Rcserve Bank, direct. 

(5) No increase or deduction in the issued 
capital of a new bank sban be made in such a 
manner that the State Bank holds at any time 
leu than fifty-five per cent of the issued capital 
of that bank . 

• • • • 

CHAPTER IV 

SHARES OF THE SUBSIDIAR'r BANKS 

II. (l) Save u otherwise provided in .ub­
section (2), the shares of a subsidiary bank 
shaD be freely transferable. 

(2) Nothin, contained in .ub-aec:tion (1) 
shall entitle the State Bank to transfer 
any shares held by it in any subsidiary 
bank such traufer will result in rcctucin, 
the shares held by it to leu than fifty-five 
per cent of the issued capital of that 
subsidiary bank. 

19. (1) No penon shall be reptercct u a 
. shareholder in rcapcct of any shares in a 

subsidiary bank held by him, whether in his 
own name or jointly with any other 
penon, in exCCII of two hundred shares, 
or be entitled to payment of any dividend 
on the CXCCIA .hares held by him. or to 
exercise any of the riJlIlS of a 
shareholder in respect of such CXCCSl 

shares otherwise than for the purpose of 
sclHn, them: 

Tfllnlfer· 
lbility of 
shires. 

Ralrictioll 
011 indivi· 
dual IaoId­
inp. 
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Provided that if the total amount of tbe 
holdiq of all such sharcholdcll rcpstcrcd in 
the boob of the IUbsidiary bank three 
montha before tbe date fixed for election II 
below five per cent. of tbe total iuucd 
capital, or if tbore are DO lharebolden other 
than tbe Stlte BlDk rcprercd on the boob 
of the subsidiary bank, the directoll to be 
elected by the shareholden shaD be 
nominated by tbe State Bank and sucb 
directoll shall, for the purpolCll of this Act, 
be deemed to be directOR oIocted under thia 
clause . 

• • • • • 

27. (1) • • • • • 

(5) In tbis section.-

(II) "bankin, company" hu tbe same meanina 
10 of 1~9. as in the Banking Companies Act. 1949; 

Meellnp 
of the 
Board of 
Directon. 

• • • • • 

34. (I) • • • • • 

(2) The chairman of the State Bank shall 
preside at every meeting of the Board of 
Directors of a subsidiary bank and. in his 
absence such one of the directon u may 
generally or in relation to any particular 
meeting be authorised by the chairman in this 
behalf shall preside; and in the abtence of the 
chairman and also failing such authorisation, the 
directors of tbe subsidiary bank present at tbe 
meeting sball elect one from among themlClvCl 
to preside at the meeting. 

Exp/IUIQ/ion.-For the purpolCS of this 1Ub­
section, "absence from a meeting" meana non­
Ittendance for any reason whatsoever It the 
meetin. or any' part of the meetina durina 
wbich any business is transacted. 

• • • • • 
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38. . (I) • • • • 
(10) Simultaneously with the appointment of 

a suitable person under sub-section (9) or 
immediately thereafter. the Central 
Government shall issue directions to be 
followed by that person in the management of 
that banking institution for the purposes 
aforesaid and thereupon-

(a) the provisions the Companies Act. 1956, 
or the Banking Companies Act. 1949. or any 
other law for the time being in force or any 
instrument having effect by virtue of any such 
Act or law. in so far as they are inconsistent 
with such directions. shall cease to apply to. or 
in relation to. that banking institution; 

• • • 
48. (1) • • • 
(2) For the purposes of the Indian Income-tax 

Act. 1922. any subsidy received by a subsidiary 
bank under sub-section (I) shall not be treated 
as income. profits or gains of the subsidiary 
bank . 

• • • • 
55. Subject to the provisions of this Act and 

unless the Central Government. by notification 
in the Official Gazette. otherwise directs. on 
and from the appointed day. the provisions of 
the Companies Act. 1956. and the Banking 
Companies Act. 1949. shall not apply to an 
existing bank. in so far as the said provisions 
impose any obligation on. or require anything 
to be done by, any !luch bank. 

... • ... • 

Acquisition 
of business 
of other 
banks. 

Cost of 
development 
programme. 

Companies 
Act, 11J56, 
and Banking 
Companies 
Act, t949. 
nOI 10 apply 
10 ccrtain 
existing 
banks. 
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O. (1) ~ . . . . 
(2) 1ft particular, and without prejudic:e to the 

leneraHty of the fore.oiDa power, IUCb 
replatioDl may provide for-

• • • • • 

(g) the maintenance of .hue repten, and 
the panicullU1l to be entered in such reglsten 
in addition to those specified in section 21, 
the inspection and closure of the repaten 
and all other matten connected therewith; 

• • • • • 

EXTRACI'S PROM 1HE STATE BANK OF 
HYDERABAD Aer, 1956 

(79 OF 1956) 

• • • • • 

CHAPTER 111 

CArrrAL OF 1HE HYDERABAD BANK 
t. (1) The autborised capital of tbe 

Hyderabad Bank shall be one ClOre of rupees, 
divided into shares of one hundred rupees each. 

(2) Notwitbstandin, anythiD, contained in . 
this section, tbe State Bank may, with the 
approval of the R~rve Bank, authorise tbe 
Hyderabad Bank to increase or reduce ita 
authorised capital: 

Provided that where the authorised capital is 
so increased. the shares issued shall be of tbe 
denomination specified in sub-section (1). 
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10. (1) . .. . . . 
• 

(3) Without prejudice to the proviaioDi 
contained in sub-scc:tioD (4), the 
Hyderabac;l Bank may, with the approval 
of the St~tc Bank and the Rcacrve Bank, 
increase, from time to time, its issued 
capital and the capital 10 increucd shall 
consist of fully paid up shares to be issued 
in such manner as the State Buk .ay, 
with the approval of the Reserve Bank, 
direct: 

Provided that the issued capital shall be 
so incre8$Cd that at no time shall the State 
Bank ,.old less than fifty-five per ccnt. of 
the isSued capital of the Hyderabad Bank . 

• • • • • 

EXTRACTS FROM THE STATE BANK OF 

SAURASHTRI\ ACT, 1950 

• • • • • 
5. (1) The authorised capital of tbe 

Saurashtra Bank shall be two crores of 
rupees divided into shares of one hundred 
rupees each. 

(2) Notwithstanding anything contained 
in this section, the State Bank may, with 
the approval of the Reserve Bank, 
authorise the Saurashtra Bank to increase 
or reduce its authorised capital: 

Provided that where the authorised 
capital is so increased, the shares issued 
shall be of the denomination specified in 
lub-section (1). 

Authoriled 
capital. 
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6. (1) ••••• 

(3) Without prejudice to the proviaioDl 
contained in sub-section (4). the Saurasbtra 
Bank may. with the approval of the State Bank 
and the RelCrve Bank. increae. from time to 
time. ita issued capital and the capital 10 
increued shall consist of fuDy paid-up shares to 
be iuued in IUeb maaaer u tbe State Bank 
may. with tbe approval of the Reserve Bank. 
direct: 

Provided that the issued capital shall be 10 
increMCCi that at no time shaD the State Bank 
hold less than fatty-five per ccnt. of the issued 
capital of the Saurashtra Bank. 

• • • • • 



LOK SABHA 

A 

BILL 

funber to amend the State Bank of India (Subsidiuy Banks) Act, 19S9, 
the State Bank of Hyderabad Act, 1956 and tbe State Bank of 
Sauruhtra Act, 1950. 

(Shri M. V. ChtJlldrashekluJra Murthy; 
Minister of State in the Ministry of 
Finance) 
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LOK SABRA 

CORRIGENDA 

to 

TIlE STATE BANK OF INDIA (SUBSIDIARY BANKS) 
AMENDMENT BILL, 1995 

(To btl As tntroduced in Lok Sab/aQ) 

1. Page 2, line 28,-

for "reissue" read "re-issue" 

2. Page 2, line 43,-

for "behar' read "behalr' 

3. Page 5,-

against line 3 in the marginal citation;­

omit "79 of 1956" 

4. Page 5, against clause 17 in the marginal heading,-

for "itsecon" read "section" 

s. Page 5, line 4,-

for "reissue" read "re-issue" 

6. Paae 5,-

a,-inat clause 18 in the marginal citation,-

wert "79 of 19S6" 

7. Pile S, tine 16,-

for "Amendment" ,.,tIII "Amendments· 

Nn DEUil; 
A.".., 4. 1995 

SIwNM IJ. 1911 (SIIb) 
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