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Title: Further discussion on the motion for consideration of the State Bank of India (Subsidiary Banks Laws) Amendment
Bill, 2009, moved by Shri Narain Meena on 05.08.2011 (Discussion concluded and Bill passed).

MR. DEPUTY-SPEAKER: Now, we will take up Item No. 17.

Shri Nishikant Dubey.
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loans, its business operations may be majorly and adversely affected. afe; st wrcaz wa 2 Seen A sma w=o o%1? The bank
has a large portfolio of the Government securities. ez @1 55 gferera didwifern 3; ..and that may limit its ability to deploy
funds into higher yielding investment. smu Serer forder o1& @2 ur 33 &, U6 3MU®! AP Wl 3, dfp WoRt Rl &, s3up @? a
SIepT =M Aerart 37 The base rate system is a new method for pricing loans; and its impact on the future result of the bank is
unclear. @@ smuol @E JAar 3 f5 21 3¢ or I a2 o= seiz den? A substantial portion of the bank's income is derived from its
Government operations, a slowdown in which could adversely affect the bank's business. smft aersfier sitoft Sft dler 28 & 6 gt
gforn 3 Felisi3al ol Sid BAElENS & HUR AoT 3i2 MU SADI AR D2 IS &, $ADI Boldle dg SAGT 3, $A di¥ I MUl a=n Arar 3? If the
bank is not able to control, to reduce the level of NPA in its portfolio, whether its business will be adversely affected or not.
Further deterioration of the banks NPA portfolio and inability to improve its provisioning coverage as a percentage of gross
NPA could adversely affect the price of the bank. =fé; v Sister @1 worfle aga et 8 SIEsT AY 33 &2 3 3muol a=m 2Arar 32 There
was a recent requirement of the Reserve Bank of India that all Indian banks increase their provisioning coverage as a
percentage of gross NPAs. Would it adversely affect the bank's business or not?
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DR. K.S. RAO (ELURU): Madam, as far as the Bill is concerned, I do not find many clauses where we need to discuss for a
long time because it is a very simple Bill — just transferring the ownership. At one time the ownership rested with the
Reserve Bank of India; now it is being changed to the Government of India. Naturally, in the clauses wherever earlier the
Reserve Bank was empowered as the owner, now we are empowering the Government of India, particularly in regard to
increasing the authorized capital, fixation of issued capital to subsidiaries, preferential capital, bonus, authority in
appointing the Chairman and Managing Director, similarly in cases of misdeed, supersession of the Board, removal of
Directors wherever found necessary, and above all, making of rules and regulations. I do not think much needs to be said
about clauses and the Bill which everyone of us will automatically support. This could have been done even earlier.

In this context, I wish to express some of my opinions in regard to improving the banking and economy of this country. At
the time of independence when there was no corporate sector in India, and when we were depending on outside investors,
it had become a necessity for the Banks to finance the public sector undertakings more particularly and also the corporate
sector which came forward. Much of the money used to go only to those corporate sector and the rich people who were
investing in industry and trade. But, today the situation is changed. A situation has come where our corporate sector is in a
position not only to invest in this country, but also to go to other countries, including America and Europe and invest there.
So, my humble suggestion to the hon. Finance Minister is to please think in terms of reducing the lending to high corporate
sector where they have got crores and crores of rupees with them. So, we should not utilize the public money of about
Rs.43 lakh crore lying in the shape of deposits in Banks for the purpose of lending to the rich man, lending once again to
multi millionaires. The same money can be given to the poorer sections of society which they can utilize well not only for
improving their livelihood, but also to add to the wealth of the nation. Please think on the point whether we can put an end
to financing from banks to the major industrial sector which is very successful, particularly the profit making corporate
sector. We can divert a lot of funds to the fresh investors and professionals, people who have got some research and
development done, and who have got innovate ideas. They can be helped if they have no money, but if they have got bright
ideas with substantial evidence of success for the projects which they think of.

We have also seen and the statistics reveal that much of the exports are being done by small and medium
enterprises; so we can encourage that. Similarly, in regard to financing the priority sector, we were allocating only about 40
per cent of the total lendable deposits. This is done decades back at a time when the corporate sector was not developed.
But, today, with 70 per cent of people living in villages and 58 per cent of the people living on agriculture, it is time for us to
increase this ratio of allocating 40 per cent to the priority sector to at least 60 per cent, so that money would be available
to the small scale sector as well as the agricultural sector and professionals among poorer sections of society.

We find -- whenever we go in the Committee Meetings of the Parliament -- that a lot of banks are not even fulfilling that 40
per cent or 18 per cent agricultural financing. So, I wish that the Government must take a serious note to think about
increasing the priority sector lending from 40 per cent to 60 per cent, so that we will take care of the real need of the
poorer sections and we will replan the economy of this country, which is mostly agro-economy today.

As regards micro-finance, we hear a lot of things, particularly, in Andhra Pradesh that some of these micro-finance
companies have been charging about 50-60 per cent from the poorer sections of the society. Where did they get that
money? It is not their own money. Some of the banks, which find that the transaction cost is more for them, are giving
crores and crores of rupees to the micro-finance companies. This should have been given under priority sector by the main
banks at a lower rate of interest of 9 per cent or sometimes 10 per cent to the users. They are transferring it to the micro-
finance companies as if they are going to do priority sector lending. I can understand if those people were to come with
non-profit motive, but even those micro-finance private companies are profit-motivated. Hence, they are squeezing interest
from the poorer sections of the society. So, I wish the Government to take note of the fact that no major banks should lend
priority sector funds to the micro-finance companies. It must be done by them only or it should be given to an institution,
which is non-profit making.



We have got lot of charitable institutions in this country who think of doing service to the poorer sections of the society,
and if they do not find major charitable institutions in this country -- who lend to the poorer sections of the society -- in the
rural areas, then we have got new avenues now, particularly, the women Self-Help Groups (SHGs) in this country, who are
utilising these funds excellently well. We can see the glow on the faces of women in the villages where they earn Rs. 3,000
in @ month as it is big money for them, which they were not able to get earlier. So, these SHGs can be encouraged in a big
way, and the same money can be transferred to the SHGs where the transaction cost also will be very minimal. So, I wish
that the Government seriously thinks about it, and there should not be a loss of time in this regard, namely, in curbing the
micro-finance corporations to be given money from the banks. It is public money, and the same thing can be passed on
directly to the SHGs who will pass it on to the colleagues who are poor.

Similarly, majority of the private sector banks, by virtue of their opening the branch only in urban areas where the
transactions are very substantial that is, running into millions and crores, they do not have the commitment to lend to the
poorer sections of the society in the villages. So, they do not open branches in the rural areas. It means that there is no
level-playing field between the public sector banks and the private sector banks. There must be level-playing field, and the
same guidelines must be applied and strictly enforced. The private sector banks are mainly avoiding this stipulation of
priority sector lending by transferring this money to the micro-finance institutions, which is doing tremendous amount of
harm to the poorer sections of the society.

Right from 1985, I am telling in this House that the role of the banks is excellent. If we were to provide Rs. 10 lakh crore in
the Budget, then the banks can do more good to the society and to the economy of this country than the budgetary
provisions. It is because we will make the budgetary provisions only once, but the banks can lend to a borrower and recycle
it 10 times. It means that if they were to identify the right borrower and that too a small borrower for the Rs. 43 lakh crore
that is lying with the banks, then all that they need is a vegetable vendor. If he gets Rs. 2,000 loan, then in two days he
will recycle it; pay it back; and then take it.

In that Rs. 2,000, he will make his livelihood; he can at least earn between Rs. 200 to Rs. 300 minimum, if not more. So,
who is going to give them better dividend? Who is going to create more wealth in this country? It is the poor man or it is
the common man who is going to do that. Unless they do some mischief, no major company can afford to make that much
return. I wish that these banks must identify the right borrowers, more particularly in the rural areas, so that their wealth,
their living standards will go up, while at the same time increasing the wealth of the nation, the GDP of the nation.

In that regard, if the Government were to give the target that this priority sector lending must be done amounting to so
many crores, then they will immediately catch the voters' list and prepare the names of the borrowers. That should not be
the case. When priority lending is done, all those borrowers must be identified, must be trained in a profession where they
are interested, and then only the lending must be linked to them. In such a manner, all that money that is given to them
can be put to extensive use and the returns will be more. By merely saying that we have given so many thousands of crores
of rupees to the poorer sections of the society who are not connected will be of no use.

In this context, I suppose I told this earlier also, I will give an example to my colleague. I am running a Charitable Trust
since 1985 providing skills in various professions totally free. In my constituency, when my people approached some Muslim
families requesting them to send their women for training or for learning some skills, they refused to send their women.
They said that it was a matter of 'Izzat or Izzat ki baat' and, therefore, they would not send their women and that they
were ready to starve but would not send their women outside for learning the skills. When my people convinced them, they
ultimately agreed to send their women provided they were trained separately in a different room. We agreed for it, and
some of them learnt making phenyl. At the end, when they were fully trained, I called the Collector of the District to give
the certificates to the trainees.

Then, the Collector, who happens to be a woman, in a random and not specific manner, asked a Muslim woman in what
profession she was trained. The Muslim woman replied by saying that she was trained in making phenyl. The Collector
asked her whether she was confident of making this phenyl on her own without support from anybody, to which she replied
'ves'. When she was asked whether she could earn money out of it, she replied by saying 'yes'. When she was further
asked as to why she was not doing it in her own house, she replied by saying that she did not have money and she had no
investment. When it was enquired from her as to how much money was required by her — had it been party workers or
regular followers of any political party, they would have said that they would require a minimum of one lakh rupees for
making phenyl — shockingly, this Muslim woman who learnt making phenyl said that she would require Rs. 150. When the
Collector asked her how much money she would make out of it, she replied that she would easily make Rs. 100 every day.
That was the condition prevailing in those areas.

In these cases, we need to take the lead and see what kind of policies are to be formulated by the Government in power.



We must decide that here. This is the highest policy making body; every law, every Act, every programme and every policy
we make must be able to motivate the people and must give them the ability and resources to make wealth for this nation.
By simply giving a lecture, by creating the right policy, programme or Act, it is not going to happen. I wish the hon. Minister
and the Government in particular will take note of this situation prevailing in the villages and then see that more and more
money is given to the poorer sections of the society than to the richer sections.

Madam, in this respect, I just wanted to say a few more things.

We should encourage competition even in private banks. I am not against private banks. But they should not be given
separate privileges. Private banks are starting their branches only in Delhi, Hyderabad or Bombay. It is not the right thing.
Today when 70 per cent of the people are living in other areas, we must also go. That means, banks should not only think
that it is only for profit-making. There must be a social responsibility also in it. While earning money, they must think that
they are the trustees of the property. Let them enjoy the benefit. We are not coming on their way. But it should not be
solely the profit making one. How does it gain to them except satisfying their ego that they make a lakh of crore of rupees
or they make ten lakh crore of money? What do they do after that? I wish that the policy also should be changed in this
regard.

While doing so, the people who come prepared to start a bank, should not depend on our deposit. They must have their
own money and substantial shares. The limits also can be increased. Earlier, if I remember aright, for opening a bank, a
capital of Rs.100 crore or Rs.200 crore was required initially. But it can be made Rs.500 crore or Rs.1,000 crore. Then there
will be safety for the banks also.

Above all, I am also fighting right from the beginning that the rate of interest being charged in this country is killing the
economy of this country and more particularly the human values are coming down. The sweat of the human beings is not
valued properly. If I have, say, a crore of rupees, even if I sit in my house and lend this money, I get Rs.50 lakhs every

year. So, why should I strain myself? Why should I work hard? But if it were to be on the hard work turned out by a citizen
and not by the interest rate and suppose I do not get 15 per cent rate of interest but two per cent rate of interest, that will
not be sufficient for me. Then I will have to work hard. I will work hard, sweat and then create wealth in this nation. So
money should not create wealth but sweat should create the wealth. It is possible only when you reduce the rate of
interest in this country. I do not know how the policy makers are thinking that by increasing the rate of interest they can
control the circulation of money in this country and by which they can reduce the prices. That is not the only solution for the
country. I request the Brain Trust of this country, particularly engaged in financial matters to please rethink and understand

the situation in this country. Why is America charging only two per cent interest? Why is the inflation there only three per
cent? Why is the same thing continuing in Europe? What is the principle of the financial system in Muslim community? They
do not charge any interest. If somebody gets profit, let the banks share. In this regard, I also request the hon. Minister to
make note that all those companies which are taking finance from the banks, which are making windfall of profits, they
must also share some of the profits, if not full, with the banks. If a major company makes profit of an investment of say
Rs.100 crore, with Rs.50 crore taken from the bank, which is a public money and if he makes a profit of Rs.50 crore every
year, why should he be allowed full profit? I do agree that they are paying interest to the banks. But it is only eight per cent
or ten per cent while they are getting hundred per cent margin on their own investment. I do not say that this must be
applied to every company. But at least those companies which are getting a windfall of profit, that must be shared. We
must bring a legislation in this House to that extent.

In this regard I also say that no lending must be made to speculative business. I understand that in Delhi, Prithviraj Road
or Jor Bagh, the land cost today is Rs.10 to Rs.12 lakhs per yard. It is horrible. How can anybody imagine that he can have
even ten square yards for his housing?

SHRI BHARTRUHARI MAHTAB (CUTTACK): How much is the cost at Banjara Hills?

DR. K.S. RAO : It is throughout the country. My point is that public money should not be given to any speculative business
like real estate or even future trading or any markets or none of these things.

If they want to make money, let them make money. In that case, the prices of these things will not go beyond the
reach of the persons, more particularly, the poor men. Can any poor person think of having even 10 yards, not necessarily in
Prithviraj Road, but in the outskirts of this city? He cannot, unless the Govt. does it. That is why, I have been fighting —
keeping all these things in mind — for the minimum requirement of the citizens in this country, the poor men — be it keeping
the food grains at an affordable price, or shelter. They should be given by the Government. Similarly, good education or
health care, etc. must be taken care of by the Government.



Over and above that, if a poor man wants to come up, he must work hard and compete with others, and then, make
money. Unless he has that basic requirement, he will not have an opportunity to come up, not now, but even for hundreds
and thousands of years to come.

I just wanted to say in this regard — criticism will always be there — if a particular company were to be successful for a
period of 2-3-4 decades, and by any chance, if it were to lose in a particular year, the banks must be able to go to the
rescue and see that it is revived because the money belongs to the people. If the banks do not go to the rescue, the
company which is 40-50 years old, would get killed; it is nothing but killing of a human being. So, I wish that there must be
a rationality, a vision and a thinking on the part of the banking system to go to the rescue and save such companies which
are established — be it individual also.

Intentionally and with a fraud-making-mind, it should not be done. But if it were to be genuine, it must be done. In that
regard, there must be an assurance from the Government and from the higher authorities that if a genuine mistake is
committed, there is no harm and that there would be no punishment. But if an intentional mistake were to be committed,
he must be immediately punished. But the system in this country is such that — be it judiciary or inquiry system like
vigilance — the decision on the cases take years. If some officer were to make an intentional fraud and if a Departmental
investigation were to be conducted, it will not be decided for 10 years; even if he goes to the court, it will not be decided.
That means, his courage to commit fraud is increasing. That is why, I want my colleague-Ministers to bring such
legislations in this country which would create a fear in the minds of the people who are committing offences. The law
should be very stringent that a person who commits fraud, he would not be spared for his fraud.

Today, everyone thinks that he could commit a murder and hoodwink the law; everyone thinks that he could make Rs.1000
crore overnight and hoodwink the law. If this were to be the way, we cannot check it in the name of democracy; we can
give freedom, but democracy does not mean that anybody can do any fraud or offence and get away. In the name of
democracy, we should not spoil the growth of this country. I wish that we must think in these lines — what kind of
legislation that should be brought forward and how stringent it should be.

It is known to everyone of us that red-tapism is one which is costing the economy very badly. If a decision that could be
taken in a day is delayed by a month, the loss is substantial. A product that can be produced in Rs.100 could cost Rs.200 in
that case. Who is responsible for that? In this context, I wish to say once again to the Government — I heard that if an
American or an European were to go for an investment in China, they would not allow them to come back for a second
time. They will decide the matter across the table and he is forced to invest there. The same is not the case in India. If a
multinational wants to come and invest in India, it takes months and years for him to come to a conclusion.

So, I wish that there must be a system. I am happy that there is a committee to decide on the FDI issue, but that also
should not take too much time. Let them judge properly. If they want, let them have experts in that committee, who can
decide the matter — he could take the history of the investor and see whether he is a genuine investor or whether he is
capable or not. They can be taken care of in that way.

14.00 hrs.

In this context, whenever the Government or the Reserve Bank thinks in terms of increasing or decreasing the interest rate,
I wish that at least the farming community, poorer sections of the society and self-help groups must be given loan at less
than 3 per cent of interest. As far as I am concerned, I wish that some time they may be given loan without interest also.
Otherwise, the interest amount will cripple them. For generations they have already suffered because of high interest rates.
Nehru Ji must have brought the public sector undertakings with a view that the profits made by them may be shared by not
just one family but by more number of people. But he could not have imagined that a day will come when the public sector
undertakings instead of distributing profit will distribute losses to the public. I wish no public sector undertaking should
incur loss. As I was telling the other day, be it Air India or some other organisation, if it is incurring losses regularly we
should put an end to it. Just like the private sector undertakings, we can have all the guidelines and regulate the public
sector undertakings strictly. So, we can control it. How long can we go on providing budgetary support to all these loss-
making public sector undertakings in a perennial manner? We cannot. So, let us also think in terms of brining legislation in
this regard.

I am of the opinion that no budgetary allocation should be made to some of the revenue generating Ministries, for example,
Civil Aviation. We have already given at least Rs.50,000 crore to Rs.60,000 crore to them. Should they not earn profit?
Should we provide for their loss making every year? Similar is the case with Railway and Petroleum Ministries. I wish that
any revenue that is collected in this country should be utilised for the welfare schemes like education, health care and rural
development.



So, I would request all the hon. members of this House to give a thought to these matters. The Government also should
take note of these things and accordingly change its thinking and follow a new system where the strength of a large
number of people living in rural areas, the poorer sections of the society, goes up and they start generating wealth for the
country.
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SHRI A. SAMPATH (ATTINGAL): Mr. Chairman, Sir, I would like to thank you for giving me this opportunity to speak on this
Bill. I oppose this Bill in toto.

MR. CHAIRMAN: Do you oppose it?
SHRI A. SAMPATH : Yes, Sir. During our school days, we have learnt a poem:

"Pussy Cat, Pussy Cat, where have you been?
I have been up to London to look at the Queen"

Just one hour back, I heard a poem here in this House — hon. Ministers, hon. Ministers where have you been? When we
were discussing such an important Bill initiated by the Government in this august House, many of the Ministers were
missing. This is just for your information because you have entered the House after that, and that has already gone.
...(Interruptions) Anyway, that they may reply. This is just for information because it is the primary duty of the Treasury
Benches to see that there is quorum in the House and the Bill is smoothly passed in the House. But unfortunately what we
had experienced this situation. Sir, with your permission, I would like to request you to convey my regards to them.

This Bill is continuation of a process and that process is to privatise the Indian banking system. Within two decades, our
banking sector is going to be one of the largest banking sectors in the world, next to China. Now, we are almost having the
rank of third largest banking network in the work. The number of branches we have is increased only because they are the
public sector banks. Now, my humble question to the Government of India is this. I want to know whether the Government
of India want to kill the golden goose. Whatever they say, if they are saying about profitability, my humble request, through
you, is — "people before profits." This is the largest democracy in the world; second largest populated country in the world.
Our people need more banks, more banking facilities, more efficient services. But what happens here? Now, the
Government of India intends to take away the powers which the Reserve Bank of India is having. Only then, the
Government can sell the equities. The RBI cannot sell on its own. So, they are taking the powers under the pretext of
increasing the efficiency, increasing the banking activity, spreading of banking activities, deepening of credit, etc. Whatever
may be the music they may be singing, the true intention is to kill the public sector banks.

What is the experience of those nations which have denationalised or privatised those banks? We have come through an
era of global economic meltdown, which has started due to the sub-prime crisis that took place in the United States. It was
a manipulated crisis; it was a man-made crisis; it was an inevitable crisis. At that time, many of our friends said, no, it will
not hurt Middle Eastern countries; no, it will not hurt India, "no, it will not spread to European countries." We all know that
there was a change of Government in Iceland; there were revolts in Iceland; there were rebellions and revolts throughout
Europe; people attacked ATM machines; they attacked banks; looting and arson happened. I am not saying that just now
what is happening in the UK is because of this. But all the private banks in Iceland were nationalised again. At that time,
our rulers said, even — with your permission and I may be permitted to quote our hon. Finance Minister, Shri Pranab

Mukherjee, who in this august House while answering to the Starred Question No.82, on 5t of August — the hon. Minister
stated that we have a different system. Just because we have a different system, our banks saved our financial sector; our
banks will not collapse. That is his reply - our banks will not collapse, we have a different system. so, do not worry about
economic global meltdown and the financial crisis that had happened there. But what does the Government of India want
to do? What are they going to do? They want to follow the path taken by those banks. There may be some people who may
say that, big is beautiful just like some others say, small is beautiful.

I am not concerned whether big is beautiful or small is beautiful. My nation is beautiful, my nation should be beautiful, and
our people's concerns should be addressed.

Sir, I am coming from a State where the people are asking me as to what is the fate of the State Bank of Travancore. Not
even a single paisa was spent by the Government of India for the establishment of the State Bank of Travancore. That bank
was established by the erstwhile Maharaja of Travancore. All the deposits are from the people who are working abroad or
who are working inside India and even within my State also. It is the people's money. Now the Government of India wants
to — I may be excused for using such a term — slaughter it. It is waiting for its turn in the butcher's house. What has



happened to the State Bank of Indore? Then they have showed the way for the State Bank of Saurashtra.
MR. CHAIRMAN : Sampathji, what you are speaking, is it not against the ideology of your party?

SHRI A. SAMPATH : No, Sir. I am speaking fully in line with the ideology of my party. I represent the ideology of my party
as well as the concerns of the people. So I am airing the voice of the people. They have killed the State Bank of Saurashtra,
they have killed the State Bank of Indore, and now they are going to kill the State Bank of Travancore which cannot be
tolerated by the people.

Sir, the State Bank of India is the nation's bank. I am proud of its activities. There is a news item in today's newspaper
which is the largest circulated Malayalam newspaper. Even our Congress colleagues will be happy when I quote from that
newspaper here. It has reported a news item saying that yesterday the hon. High Court of Kerala has severely deplored the
intention and attitude shown by some of the banks, including the public sector banks. They are very much hesitant to give
education loans. We all have children. This is the case of children who do not have the voting rights. A child applied for a
loan. He gave property, including the house and agricultural property, of his mother worth Rs. 80 lakh as security. The
amount of loan applied for was only Rs. 20 lakh. The bank manager said, 'no, this cannot be given'. This is what is
happening now. At the same time, there are agents. I would say that a new mafia is emerging in the banking sector with
the connivance of self-financing educational institutions. They are saying, "you go and join there, we will give you the loan.
You go to that bank, we will admit you here". It is a case of 'you scratch my head; I will scratch your shoulder'. This is
happening in the financial sector. What our Finance Minister has declared in his Budget Speech and what the Indian Banks
Association has said should be ensured and our children should get the benefits of educational loans.

Sir, while opposing this Bill, I would like to point out one thing. How many posts are remaining vacant in these banks? Why
do they not fill them up? They are indulging in outsourcing. In the name of outsourcing, what is happening in the banking
sector? We are compromising with the basic provisions of the Constitution of India which was drafted by Dr. B.R.
Ambedkar. Where is social justice? How many people belonging to the Scheduled Castes, Scheduled Tribes, Other
Backward Classes and Muslims are working in banks? Their number is coming down. How many of them are working in the
officer cadre? Their number is coming down. They are poaching the skilled labour under the name of outsourcing.So, where
is social justice? Mere rhetoric about social justice and reservation will not do. Whenever a financial institution is privatized,
it is the killing time for the principles of social justice and reservation.

MR. CHAIRMAN : Please conclude now.
SHRI A. SAMPATH : Sir, I am an obedient Member. Definitely I am going to conclude.

Sir, we are having thousands and thousands of ATMs in our country. To use the ATMs, one needs eyes. But there are
persons who are visually impaired and there are persons who do not have the ability to hear. Some provision should be
made in the ATMs so that the visually impaired also can use them.

I have also personally experienced that many of the disabled persons cannot use the ATMs because of their position that
they have kept and because of the language which they use in the ATMs. If you want English, press 1, if you want Hindi,
press 2, if you want the local language Malayalam, press 3. When I press 3, then it is down, it finishes and automatically it
goes to Hindi or English language. If I do not know either English or Hindi, how can I operate that ATM? A large proportion
of our population use the vernacular languages. But these ATM machines are manufactured by well qualified, highly skilled,
well educated people, they have put only these languages. This is the people's money and they want to use it, so let them
have the benefit of vernacular languages.

MR. CHAIRMAN : Thank you, Mr. Sampath.

SHRI A. SAMPATH : Sir, I plead for your mercy. Please allow me some more time. This is a very important thing because
this concerns about the money also.

Now, it is the time when 25 paise, 50 paise are all being banned. No child can go to a shop and ask, 'uncle give me one
toffee for 50 paise'. He cannot buy it because it is banned. It is a contraband. This is happening in India. How many nations
have banned the usage of small denominations? The United States of America, the UK have not banned. Even China has
not banned. We are banning the usage of 1 paisa, two paise, 5 paise, 10 paise, 25 paise, etc. All these coins are
disappearing. You have to use only one rupee coin. You are inviting a punishment, a penalty. This is going to be banned. I
am strongly opposing this.

Sir, there are private banks, there are foreign banks and there are public banks also. But do we need to kill the regional



flavour of the nationalised banks? The regional flavour of the nationalised banks is a must, is a necessity. This is a country
of diversities. That diversity is our unity and the strength for our unity.

MR. CHAIRMAN: Mr. Sampath, there is a time constraint, so please conclude now.

SHRI A. SAMPATH : Sir, I am concluding. Our banks should not forget their social responsibility, I mean, the constitutional
obligations. I would like to invite the attention of the hon. Minister and the Government of India that this is the people's
money, this is nation's wealth, this should not be thrown to the mercy or the whims and fancies of the foreign banks. We
have come to an age, we have reached this stage not because of any foreign intervention or help.

Before concluding, I would like to quote from the report of one international consultancy firm, even though some of us may
disagree with them in many matters and even I also disagree, they have made it clear. This firm is US based firm, known
as Price Waterhouse Cooper. They have said, "The E-7 — we also are categorised in E-7, the developing nations -- does not
need the G-7 -- the richest of the world -- for capital, for decision making, or consumers."

So, this is not for the benefit of we people but for the benefit of those people that this Bill is introduced as part and parcel
of other Bills which have been introduced and unfortunately, getting passed and more and more will come that will lead to
a deplorable condition, if not, an anarchy in the Indian financial sector.

With these words, I would like to conclude my speech.

SHRI BHARTRUHARI MAHTAB (CUTTACK): Thank you, Mr. Chairman, Sir for allowing me to participate in this discussion
on the Bill, The State Bank of India (Subsidiary Banks Laws) Amendment Bill 2009.

Such attempts were made during the National Democratic Alliance's tenure and very rightly when the Finance Minister, the
Leader of this House, stood up last Friday and said that "we will be only pursuing the agenda that had been fixed by the
NDA, I need your support." In that respect, I would say that this is an attempt to further the agenda that has been going
on for the last two decades.

I have certain concerns while supporting this Bill. Those concerns are not relating to the functioning of the banking sector
as such but relating to the specific Bill that is before us today.

There have been many signals in the Government's opinion that India needs more banks. That is why following the
Finance Minister's announcement, that was made during last year when the Budget was presented, RBI had put out a
Discussion Paper in August, 2010 inviting views on whether banking licences should be issued to industrial houses and also
whether non-banking finance companies should be allowed to convert themselves into banks or to promote banks. I think
that report must have been before the Government of India today which RBI had circulated.

There have also been calls in the Government circles for more banks in the rural sector. Tomorrow, we have a question
listed as the second question relating to the rural banking system. Already four decades have passed since 1969-70. Still
we hear today in this House eulogising nationalisation of banks. But, what have we achieved? I think, it is high time that we
discuss this issue. After nationalisation of banks, a lot of things have happened. But, has the expectation been met? Have
we achieved the expectations of 1969-70 relating to nationalisation? Or, are there certain flaws yet which need to be
addressed? I think, only 51 per cent of the population is accessing the facility of the banking sector.

What is the position of banks in our country today? Some information has been provided by Mr. Mandal here. Currently,
India has 89 scheduled commercial banks out of which there are 27 public sector banks, 31 private banks, and 31 foreign
banks operating. Together they account for about 53,000 branches and 17,000 ATMs. The Minister can correct me if I am
wrong. In addition, there are the regional rural cooperatives, regional rural banks, local area banks, urban cooperative
banks, and district central cooperative banks. So, what do you mean by the need for more banks? Do you mean more
branches or more banks as distinct legal entities? What do we need more? Do we need more number of banks or we need
more branches of respective banks that are existing today? My opinion is that we need a bit of both. This is because, it is
only when we have more banks, we may have more branches. When we have more banks, we will have more competition.
It is only when we have more compeition, we have greater range of products and services and a better quality of both. It is
only under these conditions of healthy competition that the customer may more likely get a fair deal at the hands of the
banking sector. Imagine the plight of a customer service if most of the branches were controlled by a small number of
banks.

It is in this context, I would like this House to remember what happened last Friday. Most of the nationalised banks were



on strike.

But still it did not affect the running of the finances of this country. I would appreciate if we have more number of
banks. It is in this context, the State Bank of India's earlier merger of the subsidiary State Bank of Indore, State Bank of
Patiala and State Bank of Hyderabad were opposed. At a time, when the Government's stated intent is to increase the
number of banks and for its own largest bank to move forward, becoming a monolith by merging all its subsidiaries seems
to make a little sense. I would like to say that the Government is on in record saying that initiative for consolidation has to
come from the management of the banks themselves with the Government playing a supportive role as the common
shareholder. How can the Government confine itself to only a supportive role? This is unacceptable. This is indicative of
ambivalence in Government's approach on the merger. We have to come out very clearly on this aspect.

The present Bill before us, however, is to transfer the ownership of SBI from Reserve Bank of India (RBI) to the Union
Government pursuant to the SBI Amendment Act of 2007.

The Narasimham Committee's Report in 1998 had observed that 'the Reserve Bank as a regulator of the monetary system
should not be also the owner of the bank in view of the potential for conflict of interest'. On the policy stands of the
Government, on the merger, the subsidiary with the SBI, it was stated that consolidation would bring in economies of scale,
reduce administrative overheads, redeploy and channelise trained manpower to business development. And in the process,
also reduce avoidable competition from different arms of the same group, engaged in the same activity, in the same
segment and geography. Such amalgamation will free a large number of employees from administrative function; to be
deployed in business development, lending and to all-round growth in business and profitability. I would like to understand
as to what has happened after four years. You are still engaged with business representatives. Some of us have the letter
written by the Managing Director, State Bank of India, which clearly says as to how the business representatives are
looting certain customers of SBI and to refrain from appointing those business representatives to which my comrade friend
has used the word ‘mafia’.

MR. CHAIRMAN : Please conclude.

SHRI BHARTRUHARI MAHTAB : Sir, I will take another two minutes.
MR. CHAIRMAN: Take exactly two minutes more.

SHRI BHARTRUHARI MAHTAB: It is a fact that the employees, of course, this issue has been raised by the initiator of this
debate, after the merger, are enjoying better status but the problem lies with the persons who have already retired. The Bill
is silent on issues like pension. Are you going to carry out amendments in the State Bank of India Pension Fund Rules to take
care of payment of pension to the retired employees of the merged subsidiary banks? This needs to be looked into.

I am of the opinion that Government stance and approach in bringing legislative changes in the Act, regulating SBI and
its subsidiary in particular, are ad hoc in nature. You did one in 2007 and another in 2009. Now, in 2011, you have brought
another Bill for amendment.

15.00 hrs.
Please do away with this ad hocism. Bring in a comprehensive Bill so that, I think, this House will support you in full.

Last Friday morning, I had drawn the attention of the Government about the huge NPAs of the SBI group of banks. What
answer do you have after RBI has come down so heavily on the SBI management? I did not get the answer that day but I
would expect you to give your answer to that in your free time. Should I believe that SBI is unable to manage a large size
bank? I would expect the Government to spell out the policy.

I would like to draw the attention to the amendment made in the Subsidiary Bank law vide SBI Subsidiary Bank Law
(Amendment) Act, 2007, which enabled the Chairman, SBI to nominate the Chairman of Board of a subsidiary bank from
the franchises of the subsidiary as well and entrusted the regulation making power with the Board of Directors of the
subsidiary bank. It is yet to be given effect to. I would like to understand why?

Amendments remain to be made in the SBI Funds Rules. Why? Is this not detrimental to the retirees of the merged
subsidiary banks?

With these words, I conclude.

MR. CHAIRMAN : Now, Shri Prabodh Panda. Please note that there is a time-limit.



SHRI PRABODH PANDA (MIDNAPORE): Mr. Chairman, Sir, I am aware of the time constraint but even then I would request
you to allow me to touch upon the points. I am not going to make a very long speech.

Sir, I rise to oppose this Bill.

My previous speakers narrated the state of affairs and the health of the State Bank of India. The speaker from the Congress
Party, hon. Dr. K.S. Rao, has already said about the responsibility of the State Bank of India, the largest bank of our country
and also its social responsibility. I am not going to touch all these points.

Sir; it is revealed that the State Bank of India, which is the largest bank of our country, has now become a very big white
elephant. What is the health of this elephant? It is already by my previous speaker that the NPAs are increasing like
anything. A couple of years back, one data had been released by the Reserve Bank of India — it was published by the All
India Bank Employees' Association — that the NPAs were about one lakh crore rupees covering all the nationalized banks
and the largest share was from the State Bank of India. Defaulters worth more than Rs.1 crore are the billionaires, and
they are the main defaulters. So, this is the situation. On the other hand, the profit of the State Bank of India is decreasing
day by day.

What is the vacancy situation? A number of vacancies remain vacant. What is needed today? More branches should be
opened in the villages. A large part of the rural areas of our country is out of this coverage. In such a situation, this sort of
legislation is detrimental and it will not serve the purpose. Rather it will give more authoritarianism to the State Bank of
India and the Union Government.

Sir, this Bill amends the State Bank of Hyderabad Act, 1956 and the State Bank of India (Subsidiary Banks) Act, 1959.
These two Acts regulate all the subsidiary banks of the State Bank of India.

So, the State Bank of India was the regulator of the subsidiary banks. Now, this new law is going to control all the
banks, not as a regulator, but as authoritarian and is giving more powers to the Central Government in this relation.

The Bill also requires approvals from the Central Government for increasing its issued capital by issuing equity shares, by
public issues, by preferential allotment or by private placement issuing bonus shares. So, it will open the door for more
privatisation. This is the essence of this Bill.

Other decisions that require approval from the Central Government in consultation with the RBI, include the composition of
the Board of Directors of the subsidiary bank, nominations or appointments of Directors to the subsidiary banks, appointing
a Managing Director and removal of Directors. So, all sorts of democratic process would be curtailed. This sort of legislation
has been brought before us!

In certain cases, the RBI, on the recommendation of the SBI, may supersede the Board of Directors of the subsidiary bank
and issue directions.

Sir, this Bill is going to open doors for more privatisation; this Bill is going to curtail the rights of the subsidiary
banks; this Bill is going to damage the very potentiality of the State Bank of India; and this Bill is detrimental to the health
of our banking system. That is why I have risen here to oppose this Bill. But I hope, the Government would think over it.

Sir, the other day, in this very august House, the hon. Finance Minister proudly said: "We are not much affected by
this international economic meltdown; and it is because of the strong health of our banking system." But you, the
Government, are now, step-by-step going to weaken the banking system of our country. This legislation is one of such
steps. That is why I am opposing it.

I hope the Union Government would ponder over it and would not go ahead with it. If we want to strengthen the very
economic strength of our country, the very economic situation of our country, the Government should not liquidate the
rights of all the subsidiary banks. Do not go for further merger. Strengthen the banking system and not weaken it.

These are my main points. With these words I conclude and I oppose this Bill.
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SHRI S. SEMMALAI (SALEM): Mr. Chairman, thank you for giving me the opportunity to take part in the discussion. Many
Members have expressed their views on the prevailing banking system in our country. I restrict my speech only in respect
of the proposed amendments because it is an amending Bill.

The proposed Bill is aimed at conferring power on the Central Government, instead of the Reserve Bank of India and
putting the Central Government in the place of RBI. What I understood on studying the proposed Bill is that the ownership
of the State Bank passes on to the Central Government from RBI and the control of the State of India is being shifted from
RBI to the Central Government. This Bill proposes to amend the provisions that earlier dealt with approvals and
consultations with RBI on a number of administrative and technical issues. Now, through this proposed Bill the words
"approval and consultation with the Central Government' are incorporated. Technically it may be good and correct.

This august House should consider the status of RBI. RBI is an autonomous body and a very responsible body of the Central
Government. It is also an expert body on all banking matters, and there is no doubt that the Reserve Bank of India is the
foundation of the Indian economy. The Ministry may or may not have an expert head; but RBI must necessarily have an
expert head.

In the present system there is efficiency in the RBI. The Finance Minister also knows this full well. The Government has full
faith in the expert management of the RBI. Apparently, even now it is not out of the control of the Central Government
also. Then what is the need of amending the provision? My apprehension is that if the Central Government, through the
Ministry of Finance, is inducted to exercise day-to-day control in the working of the State Bank, it would certainly bring an
element of political interference in the running of the State Bank and its subsidiaries.

Of course, whatever reasons are stated in the Statement of Object and Reasons, but political interference will definitely
weaken the system and shake the basic structure of the institution. It will also certainly reduce the efficiency as we cannot
expect the same efficiency if it is done. I also apprehend that the management of the State Bank of India will fail in the
future.

I would like to make a suggestion here. If the Government is very particular in passing the amendment, then a provision



should also be made to make the consultancy or recommendations of the RBI binding in all matters when the Central
Government has to accord its final approval. If my suggestion is incorporated or taken into consideration, then normalcy of
the RBI will continue and the basic structure will not be affected. I sincerely believe that the hon. Finance Minister will
consider this suggestion of mine.

*SHRI PRASANTA KUMAR MAJUMDAR (BALURGHAT) : Respected Chairman Sir, I take the floor to oppose the State Bank
of India (Subsidiary Banks Laws) Amendment Bill, 2009. From our very childhood, we have been knowing that the Reserve
Bank of India and the Central Government are one and the same thing. Though RBI has some kind of identity and
autonomy, this Bill proposes, "confer power on the Central Government instead of the Reserve Bank, but after consultation
with the Reserve Bank " — it means that the Government wants to usurp all powers of the RBI. The reason is that in this
age of globalization the Government thinks it to be its bounden duty to pave the way for foreign commercial banks. We
have nationalized banks, private banks, foreign banks and several other smaller banks in our country. The subsidiary banks
function on regional basis and they really contribute a lot towards the economic development of their respective regions.
These banks have been merged earlier also and even now the policy of merger is underway. Be it the Bank of Indore or the
Bank of Surat, not much has been done for the prosperity of these institutions. The promises which were made for the
benefit of the employees have not been fulfilled. Now the Government is trying to control the functioning of all these small

entities. This is the reason why I am opposing this Bill and this was why the strike of bank employee was held on 5th
August. It was a very successful strike which opposed the Government policy of hitting the banking sector hard. We all
know that for economic prosperity of the nation, rural economy must be developed. Thus banks must be opened in the far-
flung rural areas. There are 6 lacs villages in India. It was declared in the Budget speech that 73,000 branches of banks will
be opened in the villages where the farming population is two thousand or more. But the ground reality is something
different State Bank has

* English translation of the speech originally delivered in Bengali.

huge premises to operate from but the poor farmers do not get loans from SBI. When they go to SBI for education loan,
health loan or home loan, they have to run from pillar to post to get these sanctioned or are outright denied the facility.
Only the well to do people are able to get credit from big public sector banks. Thus I want to say that this Bill is not for the
benefit of the ordinary citizens of the country.

However the banking sector must be strengthened for steady progress of the country's economy. For that we need village
based banks which are rarely to be found. The banks in the villages do not have adequate number of employees. There is
acute staff crunch which forces one or two employee to run the organisation with great difficulty. In this age of progress,
this kind of situation cannot be allowed to continue.

Moreover, due to this legislation, there will be some legal complications. It means that if the powers of RBI are entrusted
with the Central Government in consultation with the RBI then there will be dual authority which will lead to problems while
fixing accountability. Therefore my suggestion is that in the rural areas, the local people should be involved more and more
in the day to day functioning of the banks. In this way the banks will also learn to act responsibly and in the interest of its
customers.

It is not that there rural banks are not doing anything at all. They are contributing to the well-being to the poor, common
people no doubt, but the scope of their work must be expanded more so that people get the benefit of the banking system
of the country. It is evident that the Government of India is highly in favour of foreign retail investments which may actually
choke the small, indigenous, local traders to death. Be it Walmart, or Reliance or any other foreign companies — they are
being invited to spread their network in India which will harm the interests of our business communities. The role of the
banks is also dubious in this regard.

So my point is that the Bill which is being discussed here is not beneficial to the people of our country. The regional banks
must also be given the right to thrive and prosper and with these words I thank you for allowing me to speak on this
subject and conclude my speech.



SHRI NARAHARI MAHATO (PURULIA): Hon. Chairman, Sir, I thank you for giving me the chance to participate in the
discussion relating to this legislation on the State Bank of India (Subsidiary Banking Laws) Bill.

Many hon. Members have discussed about various aspects of the legislation. I rise to oppose the Bill.

There are some points which I would like mention here. The State Bank of India is a large institution, but the infrastructure
of this institution in most of the rural areas in our country is not up to the expected level. Therefore, the State Bank of India
has to develop its infrastructure in the rural areas keeping the welfare of the poor and common people in mind.

In the districts, there are only a few branches of the State Bank of India. There are no branches in most of the rural areas.
In my district, Purulia, most of the blocks do not have the branches of the State Bank of India. Wherever the branches of
the State Bank of India are there, they do not fulfill the demands of the people. There is not sufficient staff to take care of
the welfare of the poor people.

We have seen a number of vacancies being created and the same being advertised. However, the Scheduled Castes and
the Scheduled Tribes are not being appointed for a long time in the vacant posts.

While developing the infrastructure of the State Bank of India, in the rural areas where the welfare of the people should be
given priority, it is not going on properly. In the last Budget, our Finance Minister had assured that more branches of the
State Bank of India will be opened, but till today not a single branch of the State Bank of India has been opened in my
district.

A few days back, on the 5t of August, the employees of the State Bank of India and all other banks have gone on strike
against misappropriation and deficiencies of the Government, and it has been completely successful. Whatever the
Government has assured, they must do it.

I am of the opinion that the Government is declining educational loans to the youth.

There are many norms. People go to the bank for educational loans. A very few of them go regularly but the loans are not
sanctioned. They are returned by mentioning some decision of the bank. Banks must endorse the social responsibility
towards the common people of our country. The State Bank of India is not fulfilling the hundred per cent social
responsibility of the country. That is my humble submission to you. This legislation will not ultimately render proper welfare
of the common people of the rural areas. That is why, I again say that I oppose this Bill.

SHRI S.S. RAMASUBBU (TIRUNELVELI): Sir, it is an opportunity given to me to speak on the State Bank of India (Subsidiary
Banks Laws) Amendment Bill, 2009. It is an important Bill. I support the Government regarding this Amendment Bill.

A sound financial management is essential for the development of a nation. 'Money is the pivot around which the economic
science clusters.' This a Marshallian quotation. Our banking system is a very fine system and it is a world class system. It is
because of that our Madam Shrimati Indiraji during 1969 nationalised 14 commercial banks. Our Communist Member, Shri
Sampath has said that he has some apprehension as to whether it is going to be privatized. There is no need for this. Let
him not be afraid of this. Let him not send this type of message among the people. Madam Indira Gandhi nationalized all
the banks and we had a tremendous growth in the banking sector in our country. It is not only that. There are about ten
lakh workers who are working there. The Communist people are not at all talking about the employees. They have
forgotten it completely. We have given all the opportunity including the salary and other things.

We are having a financial crisis, the world over. Even in this crisis situation, our bank is standing high. We have faced the
crisis. How? It is because of our banking system or the RBI system. We are having an apex bank the RBI. It is controlling
all the nationalized banks. It is controlling it systematically. We are having an able Finance Minister in our country. We are
having an apex bank, that is, the Reserve Bank. It is a controlling weapon. Monetary weapons are there to control not only
all the commercial banks but the private banks, the foreign banks etc. All these are controlled by our banking system. It is
properly being done. That is why, we are facing the crisis nowadays.

I want to say one more thing. ...(Interruptions)
MR. CHAIRMAN : Since he is not yielding, please sit down.

...(Interruptions)



SHRI S.S. RAMASUBBU : I am not yielding. I am telling the fact. ...(Interruptions)
MR. CHAIRMAN: Please sit down.
...(Interruptions)
MR. CHAIRMAN: Only the speech of Shri Ramasubbu would go on record and nothing else.
(Interruptions) G€;'»

SHRI S.S. RAMASUBBU : Sir, nowadays we have to face the competition of foreign banks. We need a fast, commercial bank
with sound capital. In this regard, we should merge all the subsidiary banks of the State Bank with the State Bank of India.
...(Interruptions)

MR. CHAIRMAN: Nothing will go on record except what Shri Ramasubbu says.
(Interruptions) G€;*

SHRI S.S. RAMASUBBU: The rate of interest is very low and it is fixed by the RBI. Some provision should be there to have
the differential interest rates. I would like to say that our Finance Minister should be cautious because he is fixing the
interest rates. We are fixing the rate of interest; the RBI is controlling the rate of interest of the subsidiary banks. These
interest rates should not be different for different banks. We have to be cautious. Some banks may fix higher rate of
interest, and some may do it with a profit motive and fix such a rate. But we have to unanimously fix the interest rate; this
is my suggestion here.

I want to say one more thing. All the Members were talking about NPA. Our Finance Minister says that the NPA is at the
minimum level and there is no more NPA. But the credit should not be affected.

I want to tell one thing regarding NPA to our Finance Minister. It is a very important point. In the small scale industries, the
banks are giving loans. The bank officers are doing assessments. The loans are given partially for the small scale industries
— they give loans only for the machineries or for the buildings, but not for the vehicles. Some vehicles and trucks are
necessary for the business. So, loans should be given in full; partial loans should not be given — loans for all the
infrastructural facilities should be given; then only, it will be successful. This is the cause for the NPA. This is essential. The
RBI should insist that all the banks have to properly follow this.

Then, I come to the education loan. It is very important because human resource development is essential for the
development of the nation. Our Congress led-UPA Government is giving this loan facility to the students; it is a very
important loan; most of the lower income people are getting this loan and are studying. Nowadays, easy education loan is
given. The RBI should insist and say that this loan should be given to the lower income people easily.

Regarding recruitment of staff members, Khandelwal Committee has recommended this — 'outsourcing of bank
employees is not acceptable'. It says that outsourcing of bank employees should not be there. It is because we are sound;
our banks are profitable; our staff members are doing devoted service; all the staff members of the bank are working very
well. So, we have to recruit the staff members, even on compassionate ground. There are so many people who are waiting
to get appointed. We have to give appointments on compassionate grounds also. We have to give opportunities to rural
people to work in the banks. We have to give advance to the agricultural people also.

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE (SHRI NAMO NARAIN MEENA): Sir, totally 13 hon. Members
participated in the debate; and I am thankful to them for taking keen interest in the functioning of SBI and its subsidiary
banks. I am grateful to them for their observations and valuable suggestions. I have taken note of the inputs which will be
useful in improving the operational efficiency of the SBI group.

Before I respond to the main issues raised by the hon. Members, I would like to state that the consequential amendments
under consideration today will confer powers on the Central Government after consultation with the Reserve Bank of India
to approve increase or reduce of the authorised capital of the subsidiary bank, fixation of the issued capital of subsidiary
banks by SBI, raising of issued capital by preferential allotment or private placements or public issue by the subsidiary
banks, issuing the bonus shares to the existing equity shareholders, permitting the Chairman of the SBI to nominate the
Chairman of the Board of subsidiary bank, appointments of the Managing Directors, etc.

All the above measures will improve the functioning and increase the efficiency of the subsidiaries of the State Bank of



India.

Now, I would like to respond to some of the main issues raised by the hon. Members. Several Members, including S/Shri
Nishikant Dubey, Mahtab, Mazumdar, Sampath and Mandal, have raised the issue about the Government's policy on bank
mergers and consolidation. Here I would like to tell the hon. Members and the House that the current policy of the
Government on consolidation leaves the initiative for consolidation to come from the management of the banks themselves
with the Government playing a supportive role as the common shareholder. No directive on consolidation is being issued by
the Government and the Reserve Bank of India. Thereafter, the Government takes a decision in consultation with the RBI.

Sir, consolidation and merger is an on-going process. Here I would like to inform the House that there were 35 bank
mergers since nationalisation of banks in 1969. Out of these, there were 25 bank mergers where the public sector banks
have acquired the private sector banks. In two cases the public sector banks have acquired public sector banks and in eight
instances private sector banks have acquired private sector banks.

Members, S/Shri Dubey, Mandal, Sampath and Mahtab, have also raised the issue about the experience of merger of
Saurashtra Bank and Indore Bank. Sir, the experience of the bank has been satisfactory in both the cases. A large number
of employees working in the administrative offices of the subsidiary banks have been redeployed in business development
areas. Employees of these two merged banks have benefited from the improved superannuation benefits.

Shri Nishikant Dubey has raised a vital point about the autonomy of the subsidiary banks. Sir, I would like to inform him that
all the associated banks have full autonomy in their day-to-day operations to conduct the business of banking in areas such
as to sanction and disburse loans and advances subject to prudential limits set by the RBI in this regard and in the matters
of investment, opening of branches, launching of new products suitable to their areas of operation and recruitment of staff.

A large number of Members have highlighted the asset quality or the Non Performing Assets of SBI and its subsidiaries. Sir,
there has been an increase in the NPAs over the last two years. However, the Members will agree with me that there were
some pressing reasons for this.

Due to the impact of the global economic crises and the indifferent monsoon, increasing levels of strain have been felt by
the different segments of the Indian economy since September/October, 2008. During the global financial crises, public
sector banks did a commendable job in meeting the credit requirements of the economy at a time when the private sector
banks and foreign banks had practically stopped extending credit. During 2008-09, the advances of public sector banks
increased to over 25 per cent as against 10 per cent by private sector banks and around four per cent by foreign banks.

During the financial year, 2010-11, major causes of increase in NPAs of SBI were slippages in agriculture and
corporate sector. Further, there were slippages in the restructured accounts also. But the NPAs are being closely
monitored. Immediately upon an account turning NPA, the prospects of rehabilitation and restructuring the dues is looked
at. In cases where rehabilitation is not possible, actions are initiated, such as, action under SARFAESI Act; action under
DRT or civil suits in civil courts; close follow up for recovery of dues including recovery under one time settlement or
compromise; and follow up with the BIFR/DRT etc. for expeditious disposals.

Sir, Mr. Nishikant Dubey has raised an issue about non-implementation of some provisions of the State Bank of India
Act, amendment of 2007. The amendments were made in the State Bank of India (Subsidiary Banks) Act, 1959 in the year
2007. Pursuant to the said amendments in the Act, the regulations were required to be amended. The amended regulations
were forwarded to the RBI for its prior approval. However, the RBI has advised that consequential amendments which are
being taken up today are under consideration of the Parliament and therefore it would be proper to wait for the
amendments to be passed before the regulations can be framed.

Several Members have referred to the performance of the SBI. I would like to tell some of the performance
parameters of the bank. It has a total number of 13698 branches with all of them under the CBS platform, all are 100 per

cent computerised. The total rural branches as on 315t March, 2011 are 4973. An important statistics is that of the total
21646 rural branches of public sector banks and private sector banks, almost 23 per cent are SBI branches. You will find
that every fourth bank in the rural areas is a State Bank of India branch. It means that roughly every fourth rural branch is
an SBI branch in the rural areas. Members will agree with me that the commercial viability in rural areas is less as
compared to cities.

The priority sector advances of the State Bank of India have been 42 per cent against the target of 40 per cent which
has been given to banks.

Sir, few Members have raised the question about the vacancy position and recruitment of people belonging to the



Scheduled Castes and Scheduled Tribe communities. The good news for them is that -- I would like to tell Shri Mahato and
Shri Sampat, since they have asked this question specifically — the backlog for SC, ST and OBC and persons with disabilities
identified up to 31.12.2009 is nil in State Bank of India. Regarding the vacancies I would like to submit, yes, there are
vacancies. In the clerical cadre the vacancies are 5500 and in officers cadre the vacancy position is 2007. The recruitment
is already underway and I would like to assure them that the reservation policy of Government of India for recruitment of
SC, ST and OBC will be complied with and all banks will do the required formalities.

Sir, regarding the profitability of the bank, the net profit of State Bank of India has been Rs. 8265 crore in the year 2010-11.
Shri Dubey and Shri Mahtab had asked about pension. Amendment to the SBI Pension Rules has been framed and the
concurrence of the RBI has been taken. The rules are now under consideration and examination of the Government. After
concurrence, the Government rules will be notified by the SBI.

Shri Rao has raised the question as to why the banks do not lend directly to the priority sector borrowers at a regulated
rate of interest rather than through micro finance institutions. As per the new RBI guideline only specified and regulated
lending to MFI would be allowed as priority sector lending. The conditions include amount of loan and the rate of interest.
The SBI lending direct to Self-help Groups was Rs. 13,496 crore whereas to MFIs was Rs. 1,878 crore. He again raised the
point that the banks should be well capitalised so that the loans are given to poor. To ensure that the public sector banks
are adequately capitalised, the Government has recently provided capital infusion to some of our banks.

Shri Mahtab raised a question whether the retired employees of the State Bank of India, State Bank of Saurashtra and the
State Bank of Indore are covered under the new pension rules. Retired employees of State Bank of Saurashtra and the
State Bank of Indore will also be covered by the pension rules. The Government has already approved the amendments to
the SBI pension rules. This will be notified by the State Bank of India.

Shri Panda raised the point that this Bill will open way for privatisation. This Bill is not concerned with privatisation. The
provisions of the Bill are merely consequential amendments due to change in ownership of SBI from RBI to the Central
Government. I would like to clarify that the Government does not intend to privatise our Public Sector Banks.
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SHRI NAMO NARAIN MEENA : Instructions have been given to all the banks. If there is any complaint, kindly bring it to my
notice and we will again give instructions to all the banks.
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With these words, I commend the Bill for consideration of the House.

...(Interruptions)

MADAM CHAIRMAN : No questions are allowed.
...(Interruptions)

SHRI PRABODH PANDA (MIDNAPORE): Madam Chairman, we are not satisfied with the reply of the hon. Minister. We are
against this Bill. So, in protest, we are walking out of the House....(Interruptions)

16.04 hrs
At this stage, Shri Prabodh Panda, Dr.Raghuvansh Prasad Singh and
some other hon. Members left the House
MADAM CHAIRMAN: The question is:

"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 motion was adopted.

MADAM CHAIRMAN: The House will now take up clause by clause consideration of the Bill.
The question is:
"That clause 2 stand part of the Bill."

The motion was adopted.

Clause 2 was added to the Bill.

Clause 3 Amendment of Section 10
Amendment made:
Page 2, forlines 11 to 13, substitute —
'(b) in sub-section (3), --

(i) for the words "with the approval of the State Bank and the Reserve Bank", the words "with the approval of the
State Bank and the Central Government in consultation with the Reserve Bank" shall be substituted;

(i)  for the words "public issue", the words "public issue or rights issue" shall be substituted;'. (3)

(Shri Namo Narain Meena)



MADAM CHAIRMAN : The question is:

"That clause 3, as amended, stand part of the Bill".
The motion was adopted.
Clause 3, as amended, was added to the Bill.

Clause 4 was added to the Bill.

Clause 5 Amendment of Section 7
Amendment made:
Page 2, forlines 31 to 33, substitute —
'(b) in sub-section (4), --

(i)  for the words "with the approval of the State Bank and the Reserve Bank", the words "with the approval of the
State Bank and the Central Government in consultation with the Reserve Bank" shall be substituted;

(i)  for the words "public issue", the words "public issue or rights issue" shall be substituted;'. (4)
(Shri Namo Narain Meena)
MADAM CHAIRMAN: The question is :
"That clause 5, as amended, stand part of the Bill".
The motion was adopted.

Clause 5, as amended, was added to the Bill.

Clauses 6 to 9 were added to the Bill.

Clause 10 Amendment of Section 63
-Power of subsidiary banks

to make regulation

Amendment made:

Page 3, forlines 42 to 49, substitute --

'10. For section 63 of the principal Act, the following
section shall be substituted, namely:--
"63.(1) The Board of Directors of a subsidiary bank section 63. Regulations may, after consultation with the State Bank and the

Reserve Bank and with the previous approval of the Central Government, By Notification in the official Gazette, make regulations
not inconsistent with this Act and the rules made thereunder, to provide for all matters for which provision is necessary or



expedient for the purpose of giving effect to the provisions of this Act or any other law for the time being in force.

(2) In particular, and without prejudice to the generality

of the foregoing power, such regulations may provide for —

(a) the powers and duties of the managing director of the

subsidiary Bank;

(b) the fees and allowances which may be paid to directors

or others for attending any meetings of the board of Directors or
of its committees (including the executive committee) or other
committees or for attending to any other work of the subsidiary

bank;

(¢) the time and place at which, and the manner in which
the business of the Board of Directors of the subsidiary bank shall
be transacted and the procedure to be followed at the meetings

thereof;

(d) the constitution of the executive committee of the
subsidiary bank and the conditions and limitations subject to
which the executive committee may exercise its powers and

the procedure to be followed at the meetings thereof;

(e) the formation of any other committees, whether of
the Board of Directors of the subsidiary bank or otherwise, and
The delegation of powers and functions of the Board to such

Committees and the conduct of business in such committees;

(f) the nature of shares of the subsidiary bank, the manner

in which, and the conditions subject to which, shares may be held

and transferred and generally all matters relating to the rights and

duties of shareholders;

(g) the procedure for issuing the certificates of shares;

(h) the procedure with respect to increase, whether by public



issue or rights issue or by preferential allotment or private
placement, the issued capital by issue of equity or preference

shares;

(i) the manner of acceptance of share money in instalments,
the manner of making calls and the manner of forfeiture of

unpaid shares and their re-issue;

(j) the maintenance of share registers, and the particulars to
be entered in such registers in addition to those specified in
sub-section (1) of section 21, the safeguards to be observed in
the maintenance of the register of shareholders on computer
floppies or diskettes or any other electronic form, the inspection
and closure of the registers and all other matters connected

therewith;

(k) the manner in which every individual registered shareholder
nominate, and individual to whom all his rights in the shares
shall vest in the event of this death under sub-section (1) of

section 18A;

(1) the manner in which, the joint holders may nominate an
individual to whom all their rights in the shares shall vest in
the death of all the joint holders under sub-section (2) of

section 18A;

(m) the manner in which nomination is varied or cancelled

under sub-section (3) of the section 18A;

(n) the manner in which every individual registered as the
holder of the shares to make nomination where nominee is
a minor to appoint, any person to become entitled to the
shares in the event of his death during the minority of

the nominee under sub-section (4) of section 18A;

(0) the holding and conduct of elections under this Act and

the final determination of doubts or disputes regarding the



qualifications of candidates for election or regarding the

validity of elections;

(p) the manner in which general meeting shall be convened,
the procedure to be followed threat and the manner in

which voting rights may be exercised;

(q) the manner in which notices may be served on behalf

of the subsidiary bank upon shareholders or other persons;

(r) the payment of dividends including interim dividends;

(s) the delegation of powers and functions of the Board
of Directors of the subsidiary bank to the managing
director or directors or officers or other employees of

that bank;

(t) the conditions and limitations subject to which the
subsidiary bank may appoint officers, advisers and other
employees and fix their remuneration and other terms and

conditions of service;

(u) the duties and conduct of officers, advisers and other

employees of the subsidiary bank;

(v) the establishment and maintenance of superannuation,
pension, provident or other funds for the benefit of the
officers or employees of the subsidiary bank or of the
dependants of such officers or employees or for the
purposes of the subsidiary bank, and the granting of
superannuation allowances, annuities and pensions

payable out of any such fund;

(w) the conduct and defence of legal proceedings by or
against the subsidiary bank and the manner of signing

pleadings;



(x) the provision of a seal for the subsidiary bank and

the manner and effect of its use;

(y) the form and manner in which contracts binding on

the subsidiary bank may be executed;

(2) the conditions and requirements subject to which
loans or advances may be made or bills may be

discounted or purchased by the subsidiary bank;

(za) the conditions subject to which loans or advances
may be made by the subsidiary bank to its directors or
officers or the relatives of such directors of officers or
to companies, firms or individuals with which or with
whom such directors or officers or relatives are
connected as partners, directors, managers, servants,

shareholders or otherwise;

(zb) the persons or authorities who shall administer any
pension, provident or other fund constituted for the
benefit of the officers or employees of the subsidiary

bank or their dependants or for the purpose of that bank;

(zc) the circumstances in which the specific approval of
the State Bank shall be required to the grant of loans
and advances or investment of funds by the subsidiary
bank or to any contract, arrangement or proposal
entered into or proposed to be entered into by the

subsidiary bank;

(zd) the preparation and submission to the State Bank
and the Reserve Bank of statements of programmes of
activities and financial statements of the subsidiary

bank and the periods for which, and the time within
which such statements and estimates are to be prepared
and submitted;

(ze) the person or persons in the State Bank by whom



any powers, duties or functions conferred, imposed or
entrusted on or to the State Bank under this Act may be

exercised or performed;

(zf) generally, for the efficient conduct of the affairs of

the subsidiary bank.

(3) All regulations made under this section shall have effect
From such earlier or later date as may be specified in the

Regulations.

(4) Every regulation shall, as soon as may be after it is made
Under this section by the Board of Directors of a subsidiary
Bank, be forwarded to the Central Government and that
Government shall cause a copy of the same to be laid before
each House of Parliament, while it is in session, for a total
period of thirty days, which may be comprised in one session
or in two or more successive sessions, and if, before the expiry
of the session immediately following the session or the
successive sessions aforesaid, both Houses agree in making
any modification in the regulation or both Houses agree that
the regulation should not be made, the regulation shall
thereafter have effect only in such modified form or be of no
effect, as the case may be; so however, that any such
modification or annulment shall be without prejudice to the

validity of anything previously done under that regulation.".".

(5)

MADAM SPEAKER: The question is:

"That Clause 10, as amended, stand part of the Bill".

The motion was adopted.

Clause 10, as amended, was added to the Bill.

Clause 1 Short Title and Commencement

(Shri Namo Narain Meena)



Amendment made:
Page 1, line 5, --
for"2009"

substitute "2011". (2)

(Shri Namo Narain Meena)

MADAM CHAIRMAN: The question is:
"That Clause 1, as amended, stand part of the Bill".
The motion was adopted.

Clause 1, as amended, was added to the Bill.

Enacting Formula
Amendment made:
Page 1, line 1, --
for "Sixtieth"
substitute "Sixty-second". (1)

(Shri Namo Narain Meena)

MADAM CHAIRMAN: The question is:
"That Enacting Formula, as amended, stand part of the Bill".
The motion was adopted.

Enacting Formula, as amended, was added to the Bill.

The Long Title was added to the Bill.

MADAM CHAIRMAN : The Minister may now that the Bill, as amended, be passed.
SHRI NAMO NARAIN MEENA: Madam, I beg to move:

"That the Bill, as amended, be passed."

MADAM CHAIRMAN: Motion moved:

"That the Bill, as amended, be passed."
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SHRI NAMO NARAIN MEENA: The policy is same for all the banks. A separate order cannot be given only for the State Bank
of India. As I have said earlier, the Minister of Finance has also directed the CMDs of all the banks and the RBI has also
given some instructions to all the banks to reduce their NPAs. They are making all-out efforts to reduce their NPAs. I told
you also in my reply as to what were the reasons of increase of NPAs. I also told in an earlier question in this very House
that the gross NPA is less than three per cent which is acceptable. ...(Interruptions)
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MADAM CHAIRMAN: The question is:

"That the Bill, as amended, be passed."”

The motion was adopted.



