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Title: Discussion on the motion for consideration of the State Bank of India (Subsidiary Banks Laws) Amendment Bill, 2009
(Discussion not concluded and speech unfinished).

MR. DEPUTY-SPEAKER: Now we go to item No. 16.

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE (SHRI NAMO NARAIN MEENA): Sir, on behalf of Shri Pranab
Mukherjee, I beg to move:

"That the Bill further to amend the State Bank of Hyderabad Act, 1956 and the State Bank of India (Subsidiary
Banks) Act, 1959, be taken into consideration. "

The transfer of ownership of the State Bank of India (SBI) from the Reserve Bank of India (RBI) to the Central
Government was carried out pursuant to the coming into force of the State Bank of India (Amendment) Act, 2007 (30 of
2007). There are certain provisions in the State Bank of India (Subsidiary Banks) Act, 1959 and the State Bank of
Hyderabad Act, 1956 dealing with the approval of consultation with the RBI (in the capacity as owner of SBI) in the
management and functioning of the Subsidiary Banks of SBI. Due to change in ownership, those provisions need to be
suitably modified to reflect the change in ownership.

The Bill was introduced in the Lok Sabha on 12t December, 2009 and was referred to the Standing Committee on Finance.
The Standing Committee had suggested two legislative amendments and the Government accepted both of them.

The first amendment recommended by the Standing Committee will enhance the ability of the Subsidiary Banks of the SBI
to raise capital through rights issue. The second amendment suggested by the Standing Committee on Finance relates to
substituting original heading of Section 63 relating to 'Power of the State Bank to make Regulations', with the word 'Power
of the Subsidiary Banks to make Regulations'.

MR. DEPUTY-SPEAKER: Motion Moved:

"That the Bill further to amend the State Bank of Hyderabad Act, 1956, and the State Bank of India (Subsidiary
Banks) Act, 1959, be taken into consideration."
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"The financial sector reforms initiated during the early 1990s have borne good results for the Indian economy.
The UPA Government is committed to take this process further. Accordingly, I propose to move the following
legislations in the financial sector: 1) the Insurance laws; 2) the Life Insurance Corporation Bill; 3) Revised
Pension Fund (Regulatory and Development) Authority Bill; 4) Banking Laws (Amendment) Bill; 5) Bill on the
Factoring and Assignment of Receivables; 6) The State Bank of India (Subsidiary Banks Laws) Bill, which we
are discussing now, and 7) Bill to Amend RDBFL."
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(Dr. Girija Vyas in the Chair)
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"The Organisation for Economic Co-operation and Development has presented its Report on Indian Economic
Survey and has recommended among other things wide-ranging financial sector reforms to be implemented"
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"The Report has recommended speeding of financial sector reforms and privatisation of public sector banks by
reducing the Government capital to 33 per cent and thus increase private shareholding to 67 per cent. "
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Question No. 1- Certain amendments were made in the year 2007, as per the recommendation of the Standing
Committee on Finance, which examined the SBI Subsidiary Laws, 2006. Why have these amendments not been
implemented?

Question No. 2 — Can the State Bank of India take over the business of its own subsidiaries under Section 35 of the
SBI Act without seeking the approval of the Parliament?

Question No. 3- What are the reasons for increase in NPAS? st smua 36 Stard f&=n 3 &6 wordies #ft soragier &t 2ar 3 How good
is the performance of the subsidiary banks in the area of Credit Deposit Ratio, CRR, operating margins and achievements in
the financial inclusion? How autonomous are the subsidiary banks, whether it is practicable for the Chairman of the SBI to
attend the Board meeting of the subsidiary bank?

Question No.4- What are the effects on SBI after merger of subsidiary banks; pre and post merger on performance
parameters? What is the economic justification for the merger of banks in general and that of subsidiary bank of the SBI?
What is the Government policy on consolidation in the banking industry? How will it be managed when the SBI itself is not
managed properly?

Question No. 5- What is the experience of SBI with regard to merger of State Bank of Saurashtra and State Bank of
Indore. Why is the merger of one or two subsidiary banks with SBI was taken earlier, not this time?

Question No. 6- What shall be the difference between autonomy be given to the subsidiary banks and the autonomy of
the nationalised banks? What will be the consequences of giving autonomy to subsidiary banks to frame their own rules?

Question No. 7- Why is that the NPAs of the subsidiary banks are larger than their profits?

Question No. 8- Please provide the data on NPA and wilful defaulters. Has SBI given adequate attention to the national
priorities?

Question No. 9- What are the salient features of the long-term vision / strategy papers submitted by SBI to the
Government and whether the Government has given any response to this paper? If not, state the reason.

Question No. 10- What is the economic justification in integrating the subsidiary banks with the State Bank of India?
The increasing NPAs of SBI indicate mismanagement. When the NPAs of the subsidiary banks are also increasing, why is
the decision taken to integrate the subsidiary banks and how will the increasing NPA to be managed? Will it not complicate
the problem of management of NPAs?

Question No. 11- Merger will complicate the promotion avenues and the industrial relations. The employees of the
State Bank of Indore have been stubbornly opposing the integration. So, in spite of the Employees' opinion and
administration and problem of mismanagement of NPAs, why is the Government ignoring this and allowing merger of
subsidiary banks with the SBI?

Question No. 12- Does the Government want to disinvest a part of its share, that is being acquired from RBI for
raising revenue? Further, what is the present shareholding of the Government in SBI? What is the present shareholding of
the Government in SBI?

Question No. 13- How have the benefits of the employees being affected after the merger? Has SBI thought about
the deployment of the staff of the merged subsidiaries?

Question No. 14- I would like to know whether the Chairman of SBI also being the Chairman of subsidiary banks is



present in the board meetings of all the subsidiaries.

Question No. 15- It may be explained as to how the State Bank of Hyderabad has been making profit in spite of rise
in NPAs.

Question No. 16- It may be explained whether any assessment has been done about regulatory capital requirements
of subsidiary banks. If so, had they been found self-sufficient? If not, I would like to know whether SBI seeks to infuse
capital into these banks. The Government is requested to furnish a copy of the Assessment Report.

MADAM CHAIRMAN: Nishikantji, now it is 3.30 p.m. and we have to take up Private Members' Business. You may continue
next time.



