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Report of the Joint Committee 

I, the Chairman of the Joint Committee to which the ·Bill 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 there-
to, was referred, having been authorised to submit the report on 
their behalf, present their Report with the Bill as amended by the 
Committee annexed thereto. 

2. The Bill was introduced in the Lok Sabha on the 4th March. 
1959. 

3. The motion for reference of the Bill to Joint Committee of the 
Houses was moved by Dr. B. Gopala Reddi, Minister of Revenue 
and Civil ·Expenditure, on the 29th April, 1959, and was discussed 
and! adopted on the same day (Appendix I). 

4. The Rajya Sabha discussed and concurred in the said motion 
on the 6th May, 1959 (Appendix II). 

5. The message from Rajya Sabha was read out to the Lok Sabha 
on the 9th May, 1959. . 

6. The Committee held five sittings in all. 

7. The first sitting of the Committee was held on the 9th May, 
1959, to draw up a programme of work. The Committee, at this 
sitting also decided to hear evidence from associations and indivi-
duals desirous of presenting their suggestions or views before the 
Committee. The Chairman was authorised to decide, after examin-
ing the memoranda submitted by them, as to which of the associations 
and individuals might be called to tender oral evidence before the 
Committee. 

8. Five memoranda/representations on the Bill were received 
by the Committee from different associations and individuals as 
mentioned in Appendix III. 

9. The Committee considered! the sm clause by clause at their 
second, third and fourth sittings held on the 1st, 2nd and 3rd July, 
1959, respectively. At the fourth sitting, the Committee also heard 
evidence tendered by the All India Bank Employees' Association, 
Delhi. 

·Publiahed iQ Part II, Section 2 of the Gazette of India Extraordinary, dated the 
4th March, I9S9. 
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(iv) 

10. The Committee have decided to lay the evidence tendered 
before them on the Table of the House. 

11. The Committee considlered and adopted the Report at their 
fifth sitting held on the 31st July, 1959. 

12. The observations of the Committee with regard to the princi-
pal changes proposed in the Bill are detailed in the succeeding para-
graphs. 

13. Clause 13.-The Committee feel that the requirement that 
shareholders holding one-third in value of the paid-up capital should 
apply before a reference is made to a tribunal is onerous and the 
limit of one-third should therefore be reduced to one-fourth. Sub-
clause (4) has been amended accordingly. 

Sub-clause (7) has been amended to enable the State Bank to 
extend in appropriate cases, the period within which applications 
for the allotment of shares in a subsidiary bank should be made. 

The other amendment made in this clause is of a clarificatory 
nature. 

14. Clause 14.-The Committee feel that the amount of compen-
sation to be offered to the Government of Punjab in respect of the 
Bank of Patiala and to the Government of Bombay in respect of the 
Saurashtra Bank ought to be determined by the State Bank in con-
sultation with the Reserve Bank. 

The clause has been amended accordingly. 

15. Clause 19.-The Committee feel that the restriction on the 
registration of, or the payment of dividend on, shares in a subsidiary 
bank need not be enforced in respect of the initial allotment of 
shares in terms of clause 13 (9) . Clause 19 has been modified ac-
cordingly. 

16. Clause 23.-The amendments made in this clause are intended 
to provide for the vacation of office by members of adJvisory com-
mittees or by advisers of existing banks. 

17. Clause 25.-The Committee feel that the Central Governmen~ 
should be empowered to nominate a director in consultation with 
the State Bank, if it considers it necessary or desirable to do so in 
the case of any particular bank. 

The Committee further feel that the directors appointed by the 
State Bank on the first constitution of Board of Directors under sub-
clause (2) ought to retire at the expiry of one year instead of two 
years. 

The clause has been amended accordingly. 
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18. Clause 26.-The amendments made in this clause are of R 
consequential nature. 

19. Clause 27.-(1) The Committee feel that item (c) of sub-
clause (1) which disqualifies persons removed or dismissed from 
Government service for being appointed as directors of the subsi-
diary banks ought to be amplified, to include persons removed or 
dismissed from the service of a local authority or a corporation or 
a company in which not less than fifty-one percent of the paid-up 
share-capital is held by Government. The clause has been amended 
accordi~gly. , 

(2) The Committee feel that the Central Government and not 
the State Bank should decide whether or not an offence for which a 
person has been convicted involves moral turpitude. Item (g) of 
sub-clause (1) has been amended accordingly. 

(3) The other amendments made in this clause are of drafting 
or consequential nature. 

20. Clause 28.-The amendment made in this clause is of a con-
sequential nature. 

21. Clause 29.-The Committee feel that before the general 
manager (other than the first general manager) of a subsidJiary 
bank is appointed, the Board of Directors of that bank should be 
consulted. 

Suitable provision has been made in the clause accordingly. 
22. Clauses 31 and 33.-The amendments made in these clauses 

are of a consequential nature. 
23. Clause 34.-The Committee feel that the Chairman ()f the 

State Bank who is the Chairman of the Board of Directors of a sub-
sidiary bank ought to be empowered to authorise any of the direc-
tors of the Board, and not only the directors who have been nomi· 
nated by the State Bank, to preside, in his absence, over the meet-
ings of the Board. 

The clause has been amended accordingly. 
24. Clause 38.-A clarificatory amendment has been made in sub-

clause (12). 
25. The Joint Committee recommend that the Bill as amended 

be passed. 

NEW DELHI, 

The 2nd August, 1959. 

J. M. MOHAMMED IMAM, 
Chab'man, 

Joint Committee. 



Minutes of Dissent 

I 

. The Committee of Direction on All India Rural Credit Survey 
recommended for amalgamation of the Imperial Bank of India and 
other major and certain small State associated Banks and for the 
establishment of a State Bank of India. The State Bank of India 
has been established and it was naturally expected that the recom· 
mendation for amalgamation of other Banks will be given effect to 
in due course. But the present Bill under consideration seems to be 
a departure from that. 

It will be clear from the provisions in the Bill that the Subsidiary 
Banks will be practically under full control of the State Bank and 
yet for legal and technical purposes they will be regarded as having 
separate entities. We wonder, if this scheme may not paralyse the 
activities of the existing Banks. The willing cooperation or consent 
of the existing Banks seem to be meaningless when one realises about 
the extent and nature of control by the State Bank over the Sub· 
sidiary Banks. A straight amalgamation of the existing Banks would: 
have been more desirable. 

There is a strong case for amalgamation of the Bank of Patiala 
at least, which is a fully government Bank, and to constitute it as a 
Subsidiary Bank seems to us a step retrograde. 

The argument that by constituting subsidiary Banks lot of excess 
expenditure can be saved as the pay bills etc. will not be at a higher 
rate is not convincing, because in the State Bank of India (Amend. 
ment) Bill, 1959 itself there is provision for offer of different terms 
and conditions of employment in case of acquisition of business of 
other Banks and at the same time by amalgamation, lot of expendi-
ture will be obviated by abolition of so many separate establishments. 

Now coming to provisions of the Bill, the recommendation of the 
J oint Committee to amplify clause 27 so as to include persons remov-
ed or dismissed from service of a local authority is objectionable. 
Local authority includes also Village Panchayats and Municipalities 
etc. where the security and conditions of service of the employees 
are not well defined and are at times subject to political influences. 
Cases of vindictive removal and dismissal from service are numerous. 
As such it will be improper to reckon such removal or dismissal from 
service as disqualification. 

(vi) 



(vii) 

Regarding Clause 38, we would like to say that it does not simplify 
the procedure of acquisition. Delegation of authority to the Govern-
ment to expedite matters and to say that statutory provisions relat-
ing to the matter found inconsistent with governmental directions, 
will cease to apply, is hardly the way to simplify procedure. It is 
not in conformity with the principles of legislation and also offends 
the concept of rule of Law. 

'Sub-clause (8) of clause 38 also, does not seem to be reasonable. 
It should include provisions to guarantee fair ofter to the employees 
by the subsidiary Banks regarding terms and conditions of service 
and also for recognition of continuity of service. 

Clause 45 is not adequate safeguard against actions by persons 
impeding full and effective transfer of existing Banks. 

There should be some penal clause to punish persons acting in a 
prejudicial manner pending transfer. 

NEW DELHI; HARIHAR PATEL. 
Dated the 311t July, 1959. P. K. DEO. 

D 

We feel obliged to append our note of dissent to the Bill because 
we have felt that some improvements could be made within the 
framework of this bill although this bill is not in conformity with 
the recommendations of the Report of the All India Rural Credit 
Survey which recommended for a complete merger with the State 
Bank of India. 

The Bill was brought before the Parliament as a reswt of agree-
ment reached with the managements of various state-associated 
Banks and where the Directors did not agree the Bank was left out 
of the purview of the Bill as it was in the case of the Bank of 
Rajasthan. We were thus faced with a situation where none of our 
suggestions could be accepted as it was stated that it was not possible 
tor the Government to go beyond the term of agreement. 

We must point out with regret that no step has been taken to effect 
rationalisation which according 'to us is an important factor on the 

question of running subsidiary companies. The existing parapher-
nalia has been allowed to'continue in each bank while there is much 
Icope for rationalisation at the top. 

a80 (B) LS--2. 
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While diamiasing the claim of the employees that they should be 
put at par with the employees of the State Bank of India, the Hon'ble 
Minister for Economic Affairs said it is not the intention of the Gov-
ernment to put the employees under any disadvantage. The sub-
clauses (m), (n), (0) of the clause 63 (2) negates this statement. The 
employees of the Banks, which will be termed as subsidiary Banks 
after the Bill is passed and given effect are today governed by the 
provision of the Industrial Disputes Act, 1947, but the sub-clauses 
referred to above will give the State Bank of India power to regulate 
the service conditions of the employees thus depriving them of their 
existing rights and privileges. These flub-clauses should have been 
omitted. 

We strongly feel that in view of the great impetus these Banks 
will receive and the status which will be raised because of their 
association with the State Bank of India, the employees of these 
subsidiary BanD should be put at par with the employees of the 
State Bank of India. We are of the opinion that the refusal will be 
an act of injustice to the employees. 

The clause 40 deals with the disposal of proftt and we teel that 
provisions should also be made here for the declaration of Bonus to 
the staff. 

The sub-clause (2) of the clause 16 negates the very purpose of a 
judicial enquiry. In order to have a fair enquiry and to ensure the 
feeling of satisfaction amongst the contending parties for proper 
justice it is essential that the power of the tribunal should not be 
curtailed and it must have the right to call for any documents but 
those can be treated as confidential and may not be punished. 

These are in main our objections which we have tried to put 
briefty. We feel these are fundamental points and we should bring 
these to the notice of the House. Minor points there are many but 
we did not put them in our note 81 those can be taken up again when 
the Bill wUl be discuaed.. 

NEW DBLRl; PRABHAT KAR. 
Dated the 1st August, 1959. P. K. KODIYAN. 

P. NARAYANAN NAIR. 

m 
The fuDetions of the Joint Committee aacordmg w ~ under-

standing, were for consideration of almost a fGit accompli, that is for 
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ratification of the terms and conditions embodied in an Agreement 
entered into between the State Bank 01 India and the State-essociated 
Banks. Moreover, we are told that this Bill bears a family likeness 
with that of the State Bank of India Imd in fact mutatis mutandis, 
it is a verbatim, if not a weak, copy of the afore-mentioned Act. We 
were confronted with two things-firstly, the expression of inability 
on the part of the Government to change the terms and conditions 
of the Agreement, regarding the existence of which, we were occa-
siomuly reminded and, secondly, when some members tried to put 
meaning into which seemed to be apparently meaningless or to 
remove some vagueness and confusion, it was pointed out that such 
and such clause has been adopted from the State Bank of India Act. 
By this, 'J circumscribed limit was drawn through which we are to 
move. Sandwiched between the two, as legislators, my feeling was 
that we have very little to achieve. 

Another thing, which seemed to be very curious. That is where 
some confusion and vagueness or mistake was attempted to be 
removed, it was pointed out that such and such thing bad not only 
been taken from the State Bank of India Act, but it occurs also in 
some three or four other Acts and by such removal, we shall be 
throwing these Acts overboard. Fran~y speaking, this logic has got 
no appeal with me, rather I have not been able to adjust myself to it, 
practically denying oneself, the courage of conviction. 

Let us now look for whom this Bill is intended. Certainly, not 
for the benefit of the Government. Had these Banks been straight-
away made, the State Bank of India, the Government of India 
would have been spared of the paraphernalia of this BiD-the people 
at large would have been in a more secured position and the em-
ployees would have been happy but that was not done perhaps for 
the benefit of a limited class of people: The reading of the Bill leads 
one to such conclusion. Out of many, I give ODe example, . The 
General Manager should give undivided attention to the upliftment 
of the Institution, he le"es but he may be allowed to be the Director 
of lome other InstitutiOll (vide clause 29), fM which he is to direct 
some of his attention, if he is serious in both the matters. - It smacks 
cd· something, as if this Bill was prepared keeping some model in 
front. 

Now, I corne to the employees. Some clauses have been drafted 
for this purpose. But I do not understand what prevented 'GOv-
ernment to gfve them the same privilege and Pay like the employees 
of tbe State Bank of truBa, when these Banks are to ilIl intents' and 
purposes-being made -Govemment Institutions. - - On the other bl9.nd, 
sOme cumb'i-ous position hu been created. - GoveiUilJeftt is entftted 
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to do everything against them except giving any benefit more than 
what they are already entitled. 

It was raised regarding clause 15, that no provision should be 
made any further for the retired High Court and Supreme Court 
Judges as is usually done almost in every Act whenever appointment 
for any quasi-judicial post like the present one is to be made by the 
Executive, as that would be interfering with the independence of the 
judiciary, it was pointed out that that provision must remain as 
we are suft'ering for want of 'man'. Not only, interfering with judi-
ciary, is it not worst compliment that one can pay to the people at 
large or also to the eleven years' unfettered leadership, which bes 
been able to create perpetual vacuum, reminding the nation that for 
advancing its footsteps we have no other alternative but to depend 
on fatigued race horses. Provision like this should not, at all, be 
encouraged. 

Apart from any objection regarding the nomination, election, 
removal and remuneration of the director, there are some portions 
which are fundamentally wrong. In clause 25, one nominated 
director might be allowed to exercise the powers of the elected 
director, but his nomination shall be deemed as election-one fails 
to appreciate this principle. In clause 26, which has been attempted 
to be shown as innocent as anything-the director holding office 
during the pleasure of the authority nominating him means that he 
is to surrender his judgment and dance to the tune of such authority. 
In clause 27, a director might lose his post on his being elected to 
the Parliament or State Legislature but there is no bar of his con-
testing the election and when defeated, he does not stand to lose his 
post. In such a case, the chance of misusing his position is 
immentle. These are some of the infirmities out of many. 

Lastly, I have a word regarding draftsmanship, which leaves 
room for much improvement. Some clauses are inordinately long, 
so much so, that memory refuses to keep pace with the run of 
them. With a little bit of attempt, they can be made sizeable or may 
be split into several sections for better understanding. Whenever 
defects have been noticed, we have been frequently answered that 
such things have been taken from some other Acts. It is not at all 
convincing why some other Acts should always be thought as sac-
rosanct. Moreover,' such kind of answers prove lack of original 
thinking. At the time of the discussion of the amendment of the 
State Bank of India Act in the same sitting, it was felt that some 
more amendments will be necessary in the said Act. The Act which 
has been passed In 1955, is again being amended in 1959 and perhaps 
further amendment will have to be made in quick succession. We 
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should not expect and desire that this Bill should be awaiting the 
&ame fate. It does not speak well of those in charge of framing and 
drafting. 

Admitting a defect and to sUitably correct it, is no discomfiture. 
The prestige of this august body should be everybody's first concern. 
It is not that every Act is always tested in Courts, but when these 
are tested, the Courts become relentless, if the Courts find any 
latches or lacunae in them. That brunt has to be borne by the 
Parliament which the draftsmanship will do well to remember. 

Nzw DELHI; SUBIMAN GHOSE. 
Dated the lit A ugtl.8t, 1959. 

IV 

I regret that I cannot fully agree with the majority view. 

First of all, the terms of reference or the purposes of State Bank 
of India (Subsidiary Banks) Bill, 1959 are limited. While the Rural 
Credit Survey Committee recommended amalgamation of the State 
or State-associated Banks with the State Bank of India, the present 
Bill seeks to make them subsidiaries to the State Bank of India. The 
original purpose was the creation of one strong, integrated, State-
sponsored, State-partnered commercial banking institution with an 
effective machinery of branches spread over the whole country. It 
should also be noted that the branch extension of the State Bank of 
India should be co-ordinated and positively associated with the 
development of co-operative credit from the point of view, specially, 
of the prOvision of cheap remittance facilities according to the recom-
mendations of the Committee of Direction on All India Rural Credit 
Survey. I doubt very much if the reconstitution of certain Govern-
ment or Government-associated banks as subsidiaries as provided in 
the scheme of the Bill will fulfil the objectives set out in the Report 
of the Rural Credit Survey Committee. 

I also feel that in the reconstituted banks, there is too much inter-
ference and control of the Reserve Bank, the State Bank of India 
and the Central Government, and little freedom is left to private 
shareholders to manage their own affairs. So I have not been able 
to agree to the amendment recommended by the Joint Select Com-
mittee to clause 25 whereby the Central Government has been autho-
rised to nominate an additional director. Outright merger of these 
banks should have been the best remedy. Clauses 37 and 63 authorise 
the Central Government, the State Bank and the Reserve Bank to 
assume sweeping powers over these banks. 
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, ·:Tbe subsidiary banks have· to follow' the instructions of the State 

Bank,- The State Bank, before giving any instructions, has to get the 
concurrence of the Reserve Bank. In this way a highly complicated 
stt:ucture is provided in this Bill, for the supervision and management 
of.the subsidiary banks. It can be avoided if the· banks are made 
branches of the State Bank. Two elected directors of the Board of 
Directors will hardly have any voice in the managements of these 
bank~, and ju~ for psychological satisfaction a complicated machinery 
for ~upervision, direction and control should not be set up; 

The terms of Clause 63(2) (m), (n) and (0) are not cleat at all. 
Attempts have been made to isolate the employees of sUbsidiary banks 
from the rest and to impose. :upon them, the Government Service 
Rules and Code of Conduct. Clause 11 does not provide for any 
facilities and scales of pay and deamess allowances available to gov-
ernment servants. It si,mply says that the emoluments of the 
employees· of ·the subsidiary banks will remain as they are. If the 
working. conditions and emoluments· of . the State· Bank of India 
employees and those of the- employees of the subsidiary banks are 
the :same, the common staft relationship will develop and problems of 
staff relations would not arise . 

. The cred~t expansion in the rural areas has been very negligible. 
Co-operativ~ crewt has been conspicuous by its absence in a Centrally 
administere~ area ~ke Manipur. Not a single land mortgage bank 
could be ,starte9 in. that area so far. The condition is. more or less 
the s~e everywhere. The State Bank has been unable to expand in 
the interior areas, specially, in the former Parts Band· C States. The 
State or State-associated banks in these areas have not had the 
incentives and/or thefinancial.assistallce and backing. Small indus-
tx:ies are not being helped adequately. If aU the scheduled banks in 
the country could be .brought within the purview of the, State B~ 
and all these E\ubsidiary Banks are nationalised and integrated in a 
system of State Bank, monopolistic t.endency in our economy would 
come to an end and the promotion of a balanced development of our 
economy' wou~d have beetl ·'Pos~tble . 

.. . 
Now the'work or· .progress of ~e reconstituted bankI will have 

to.be judged in ·f\lture with· referen£e to :~lleir abili~y to'pI'bvide the 
basic services and facilitif;!s, which it is the function of a State Bank 
t~provjde. The provision· of strong room ·and :other safe deposit faci-
li~ ~e coUectio~ '~4 remittan~e· of fw)d$,."·the granting of loans to 
$lt~.-oo-epera~ive ~Jn~~m~t a~4 "~o ,lm,l81L sc~. industr~",um .... e 
the- "new sel'1lie811 tb,at ·'are .-t~ . be ~under.t*en. ··a~, all . the. bI'~'" 
the~~ banks.· We have towateh·.~e scheme in this light. ,~ .- ::. 
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Lastly, a word on the Third Schedule. A number of amendments 
to certain enactments such as the Reserve Bank of India Act, State 
Bank of India Act, Banking Companies Act, etc., are sought to be 
introduced. Some of them are of major consequence and of great 
significance. They should have been provided in the body of the 
Bill or separate amending bills should be introduced. Otherwise. 
they are treated in a very light.,bearted manner. 

NEW DELHI; 

Da.ted the 1st Au.gust, 1959. L. ACHAW SINGH. 



THE STATE BANK OF INDIA (SUBSIDIARY BANKS) BILL, 1_ 

ARRANGEMENT OF CLAUSES 

CHAPTER I 
PuLlMINARY 

CJ.AUSES 

1. Short titleJ, 
2. DefinitionsJ 

CHAPI'EB n 
. . . 

CONSTITt1TION or NEW BARKS 

3. Establishment of new banks. 
4. New banks to be bodies corporate. 
5. Head office and branches of new banks. 
6. Authorised capital of new banks. 
7. Issued capital of new banks. 
a. Reserve fund of the new banks.! 
9. Transfer of shares of existing banks to State Bank. 

10. Transfer of undertaking of existing banks to new bana. 
11. Tmnsfer of services of employees of existing bankl. 
12. Special provisions for transfer of foreign. assets. 

CHAPI'ERIII 

COMPENSATION 

13. \.!ompensation to shareholders of existing banks other than 
the Bank of Patiala. 

14. Compensation payable by the State Bank ill respect of the 
Bank of Petiala, the Sauruhtra Bank and the Hyderabad 
Bank. 1 

15. Constitution of the Tribunal. 
16. Tribunal to have powers of a civil court. 
17. Procedure of the Tribunal. 

59'1 LS.-l. 
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CHAPTER IV 

8HARI:s 01' THE SUBSIDIARY BANKS 

CLAUIBS 

18. 1'ransferability of shares. 
19. Restriction on individual holdings. 
20. Shares to be approved securities. 
21. Register of shareholders. 
22. Trusts not to be entered on the register. 

CHAPI'ER V 
MANAGZMEN"l' 0.. SUBSIDIARY BANKS 

23. Certain ofBcerl to vacate office.: 
24. Management.! 
25. Composition of the Board of Directors. 
26. Term of office of directors~ 
27. Disqualiftcation for directorship. 
28. Vacation of office of directors. 
29. General manager. 
30. Remuneration of directors. 
31. Removal from office of director. 
32. Appointment of another person for discharging the duties of 

general manager during his absence. 
33. Casual vacancies among directors. 
34. Meetings of the Board of Directors. 
35. Executive committee and other committees. 

CHAPI'ER VI 
BUSINESS 01' SUBSIDIARY BANKS 

36. Subsidiary bank to act as agent of the State Bank. 
37. Other business which a subsidiary bank may transact. 
38. Acquisition of business of other banks. 

CHAPI'ER VII 
ACCOUNTS AND AUDIT 

39. Closing of annual accounts. 
40. Disposal of profits. 
41. Audit. . , 



(ill) 
tuw. 

42. Temporary provision regarding existing audfton. 
43. Returns to be furnished by a subsidiary bank. 
44. General meetinp., 

CHAPTER VIn 
MISCELLANEOUS 

45. Power to issue directions for removing difficulties. 
46. Observers for existing banks and the Saurashtra Bank. 
47. Inspection,! 
48. Cost of development programme. 
49. Special provision regarding existing officers and employ .... 
50. Staff of a subsidiary bank:. 
51. Establishment of pension and superannuation funds by sub,i· 

diary banks1 
52. Obligation as to fidelity and secrecy. 
53. Indemnity of directors. 
54. Defects in appointment or constitution not to invalidate acts 

or proceedings. 
55. Companies Act, 1956, and Banking Companies Act, 1949, not 

to apply to certain existing banks. 
56. Continuance of special provisions respecting recovery of loan. 

and advances made by the Bank of Petiala and the State 
Bank of Saurashtra~ 

57. Bar to liquidation of a subsidiary bank. 
58. Dissolution of existing banks~ 
59. Reference in other laws to existing banks. 
60. Exercise of powers and functions on behalf of the Reserve 

Bank.! 
61. Protection af action taken under Act. 
62. Power of Central Government to make rules. 
63. Power of the State Bank to make regWationi. 
64. Amendment of certain enactments. 
65. Saving.! 

THE FIRST SCHEDULE. 
THE SECOND SCHEDULE. 
THE THIRD SCHEDULE. ~.. ''''? 



SUI, No. 15B or 1'5' 
THE STATE BANK OF INDIA (SUBSIDIARY BANKS) 

BILL, 1959 
(As AMENDED BY THE JOINT COMMIT'l'D) 

(Words sidelined or underlined indicate the amendments suggested 
bll the Committee; asterisks indicate omissicmI) 

A 

BILL 
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 suos1diary 
banks so formed, and for matters connected therewith, or inci-
dental thereto. 

BE it enacted by Parliament in the Tenth Year of the Republic 
of India as fol1ows:-

CHAPTER I 
PRELIMINARY 

,. 1. This Act may be cal1ed the State Bank of India (Subsidiary Short tide. 
Banks) Act, 1959. 

2. In this Act, unless the context otherwise requires,- Definitienl. 
(a) "appointed day" means,-

(i) in relation to an existing bank, the date on which the 
10 corresponding new bank is constituted under section 3; 

(ii) in relation to a new bank, the date on which that 
new bank is constituted under section 3; 

(Ui) in relation to the Hyderabad Bank, the date on 
which the amendments to the State Bank of Hyderabad Act, 

~ 79 of ItS'. IS 1956, take effect under Part VII of the Third Schedule; 



(it1) in relation to the Saurashtra Bank, the date on which 
the amendments to the Saurashtra State Banks (Amalgama-
tion) Ordinance, 1950. take effect under Part V of the Third 10 of 1950. 
Schedule; 
(b) "corresponding bank" means,- S 

(i) in relation to the State Bank of Bikaner, the Bank 
of Bikaner. Limited; 

(ii) in relation to the State Bank of Indore, the Bank of 
Indore, Limited; 

(iii) in relation to the State Bank of Jaipur, the Bank of 10 
Jaipur, Limited; 

(i1') in relation to the State Bank of Mysore, the Bank of 
Mysore, Limited; 

(v) in relation to the State Bank of Patiala, the Bank 
of Patiala; IS 

(t1i) in relation to the State Bank of Travancore, the 
Travancore Bank, Limited; 
(c) "corresponding new bank" means,-

(i) in relation to the Bank of Bikaner, Limited. the 
State Bank of Bikaner; 20 

(ii) in relation to the Bank of Indore, Limited, the State 
Bank of Indore; 

(iii) in relation to the Bank of Jaipur, Limited, the State 
Bank of Jaipur; 

(iv) in relation to the Bank of Myaore, Limited. the 2S 
State Bank of Mysore; 

(v) in relation to the Bank of Patiala, the State Bank 
at Patiala; 

(vi) in relation to the Travancore Bank, Limitei, the 
State Bank of Travancore; 30 

(d) "existing bank" means an~ of the following banb. 
Ilamely:-

(i) Bank of Bikaner, Limited; 
(ii) Bank of Indore. Limited; 
(iii) Bank of Jaipur, Limited; 3S 
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(w) Bank of Mysore, Limited; 
(v) Bank of Patiala; 
(vi) Travancore Bank, Limited; 

(e) "Hyderabad Bank" means the Hyderabad State Bank 
constituted under the Hyderabad State Bank Act, 1350F, and 
renamed the State Bank of Hyderabad under sub-section (1) 01. 
section 3 of the State Bank of Hyderabad Act, 1956; 

(f) "new bank" means any of the banks constituted under 
section 3; 

(g) "prescribed" means prescribed by regulatiollS made under 
this Act; 

, 
(h) "Reserve Bank" means the Reserve Bank of India cons-

tituted under the Reserve Bank of India Act, 1934; 

(i) "Saurashtra Bank" means the State Bank of Saurashtra 
constituted under the Saurashtra State Banks (Amalgamation) 
Ordinance, 1950; • 

(;) "State Bank" means the State Bank of India constituted 
under the State Bank of India Act, 1955; 

(k) "subsidiary bank" means any new bank and includes the 
Hyderabad Bank and the Saurashtra Bank; 

(l) "Tribunal" means the Tribunal constituted under sectJon 
11. 

CHAPTER II 

CONSTITUTION OF NEW BANKS 

as 3. With effect from such date as the Central Government, may, by B1t.bUlh-
ment notification in the Official Gazette, specify in this be~alf, there shan of new 

be constituted the following new banks, nam~ly:- blDkl. 

(a) the State Bank of Bikaner; 
(b) the State Bank of Indore; 

30 (e) the State Bank ef Jaipur; 
(d) the State Bank of Mysore; 
(e) the State Bank of Patiala; 
(1) the State Bank of Travancore; 

and di1ferent dates may be specified for dUferent new banke. 
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New b~. 4. (1) Every new bank shall be a body corporate with perpetual 
!:;:r~e~le. successien and a common seal and shall sue and be sued in its name. 

(2) The body corporate constituting each of the new banks shall 
consist of the State Bank and other shareholders, if any, for the time 
being of the new bank. 

(3) Every new bank shall carryon the business of banking and 
other business in accordance with the provisions of this Act, and 
shall have power to acquire and hold property, whether movable or 
immovable, for the purposes of its business and to dispose of the same. 

S 

Head eftice S. (1) The head office of each of the new banks shall be at such 10 
b~:nchel of place as the Central Government may, by notification in the Official 
aew blDkL Gazette. from time to time, specify. 

Authorised 
capital of 
new banks. 

blued 
capital of 
new bankl. 

(2) Every new bank shall maintain as its branches all branches 
of the corresponding bank in existence immediately before the 
appointed day, and shall not establish any new branch or discontinue IS 
any branch except in consultation with the State Bank and with the 
approval of the Reserve Bank. 

6. (1) 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 20 
new bank shall be rupees one crore. 

(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 2S 
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). 

'1. (1) On the appointed day, the issued capital of a new bank 30 
shall consist of such amount, divided into fully paid-up shares of 
hundred rupees each, as the State Bank may, with the approval of 
the Reserve Bank, fix. 

(2) All shares in the issu'ed capital of a new bank shall, on the 
appointed day, stand allotted to the State Bank. 

(3) The State Bank shall, as soon as may be, after the determina-
tion, if any, by the Tribunal, of the amount of compensation payable 
in respect of an ~xisting bank, consider whether any increase in, 
or reduction of, the issued capital of the corresponding new bank as 

3S 
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fixed under sub-section (1), by way of adjustment, or transfer 
from, or to, the reserves of such bank, or in any other manner, is 
necessary or expedient and may, thereafter with the approval of 
the Reserve Bank, direct that bank to increase or reduce its issued 

S capital. 

(4) Without prejudice to the provisions contained in sub-section 
(3), a new bank may, with the approval of the State Bank and the 
Reserve Bank, increase from time to time, its issued capital and the 
capital so increased shall consist of fully paid-up shares to be issued 

10 in such manner as the State Bank may, with the approval of the 
Reserve Bank, direct. 

(5) No increaee or reduction in the issued capital of a new bank 
shall be made in such a manner that the State Bank holds at any 
time less than fifty-five per cent. of the issued capital of that bank. 

IS 8. (1) Every new bank shall establish a reserve fund which, sub- reser:; 
ject to the provisions of sub-section (3) of section 7 and of sub- n~~ ban':s~ 
seetion (2) of this section, shall-

(a) on the appointed day, consist of such sum as the State 
Bank, with the approval of the Reserve Bank, may determine; 

·.20 and 
(b) after the appointed day, consist of the sum aforesaid 

together with such further sums as may be transferred to the 
reserve fund by the new bank out of its annual net profits before 
declaring a dividend. 

25 (2) The State Bank shall, as soon as may be after the determina-
tion, if any, of the amount of compensation by the Tribunal, in res-
pect of an existing bank, consider whether any increase in, or reduc-
tion of, the reserve fund of the corresponding new bank, by way of 
adjustment, by transfer from, or to, any account, or towards provi-

30 sion for bad and doubtful debts, depreciation of any assets or contin-
gencies, or for any other purpose, is necessary, and may, thereafter, 
with the approval of the Reserve Bank, direct that bank to so increase 
or reduce its reserve fund. 

9. On the constitution of a new bank, all shares in the capital of Transfer 01 
shares of 3S the corresponding bank, where such corresponding bank has a share existing 

capital, shall stand transferred to, and shall vest in, the State Bank, bsanks to k 
11 Ii b 'l' . d b tate Ban , free of a trusts, a I Illes an encum rances. 

10, (1) Subject to the other provisions contained in this Act. when Transfer of 
a new bank is constituted, the undertaking of the corresponding ~~t~~-of 

40 bank shall stand transferred to, and vest in, the new bank, be!~.~ing 
..... to 

new banks, 

59'7 LS-2 
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(2) The undertaking of the corresponding bank rererred to in 
sub-section (1) shall be deemed to include all rights, powers, autho-
rities and privileges and all property, movable and immovable, in-
cluding cash balances, reserve funds, investments and all other inter-
ests and rights in, or arising out of, such property and all books, 5 
accounts and documents relating thereto as may be in the possession 
of that bank immediately before the appointed day, and shall also be 
deemed to include all debts, liabilities and obligations of whatever 
kind, then existing of that bank. 

(3) Without prejudice to the other provisions contained in this 10 
Act, all contracts, deeds, bonds, agreements, powers of attorney, 
grants of legal represoentation and other instruments of whatever 
nature, subsisting or having effect immediately before the appointed 
day and to which any existing bank is a party, or which are in favour 
of that bank, shall be of full force and effect against or in favour of IS 
the cOrn!sponddng new bank, as the case may be, and may be en-
forced or acted upon as fully and effectually as if instead of . thp. 
existing bank the corresponding new bank had been a party theretCl 
or as if they had been issued in favour of the corresponding new bank. 

(4) If, on the appointed day, any suit, appeal or other legal pro- 20 
ceeding of whatever nature by or against an existing bank is pend-
ing, the same shall not abate, be discontinued or be in any way 
J)rejudicially affected by reason of transfer to the corresponding new 
bank of tile undertaking of the existing bank, or of anything contain-
ed in this Act, but the suit, appeal or other proceeding may be conti- 25 
nued, prosecuted and enforced by or against the corresponding new 
bank. . 

11. (1) Save as otherwise provided in this Act, every employee 
of an existing bank in the employment of that bank immediately 
before the appointed day, shall, on and from that day, become an 30 
employee of the corresponding new bank and shall hold his office or 
service therein by the same tenure, at the same remuneration and 
upon the same terms and conditions and with the same rights and 
privileges as to pension, gratuity and other matters as he would 
have held the sBnie on the appointed day, if the undertakini of the 35 
existing bank had not been transferred to and vested in the corres-
ponding new bank, and shall continue to do so unless and until his 
employment in that bank is terminated or until his remuneration or 
other terms and conditions of service are revised or altered by the 
corresponding new bank under, or in pursuance of, any law, or in 40 
accordance with any provision which, for the time being, governs 
his sefvtce: 



:Provided that nothing contained in this sub-section shall appiy 
to an employee of the Bank of Patiala who holds a civil post under 
the State of Punjab unless prior to the appointed day, he has inti-
mated his consent to become an employee of the State Bank of Patiala 

S by notice in writing, given to the Government of that State throuih 
the Bank of Patiala. 

(2) Any person who, on the appointed day, is entitled to, or is in 
receipt of, a pension or other superannuation or compassionate 
allowance or other benefit from an existing bank or from any provi-

10 dent, pension or other fund or from any authority administering such 
fund, shall be entitled to be paid by, and to receive from, the corres-
ponding new bank or any provident, pension or other fund or from 
any authority administering such fund, the same' pension, allowance 
or benefit, so long as he observes the conditions on which the pen-

IS sion, allowance or benefit was granted, and if any question arises 
whether he has so observed such conditions, the question shall be 
determined by the State Bank and its decision thereon shall be final. 

(3) For the persons who immediately before the appointed day 
are the trustees of, or the members of any authority administering, 

:aD any fund constituted for the benefit of the employees of an existing 
bank, there shall be substituted as trustees or members such persons 
as the State Bank may, by general or special order, specify. 

(4) Notwithstanding anything contained in the Industrial Dis-
putes Act, 1947, or any other law or in any agreement for the time 

2S being in force, the transfer from an existing bank of the services of 
any officer or employee of that bank to the corresponding new bank 
in terms of this section shall not entitle any such officer or employe~, 
to any compensation to which he would, but for this provision, have 
been entitled under any such law or agreement, and no claim in res-

30 pect of such compensation shall be entertained by any court, tribunal 
or other authority. 

12. (1) If, according to the laws .f any country outside India, Special 
the provisions of this Act by themselves are not effective to transfer El'OVi:~ 
or vest any asset or liability situated in that country which forms 00/ for~ipcr 
part of the underbaking of an existing bank to, or in, the correspond- a .. cta. 3' ing new bank, the affairs of the existing bank in relation to such 
asset or liability shall, on and from the appointed day, stand entrus-
ted to the general manager for the time being of the correspond-
ing new bank, and the geneml manager may exercise all powers 

o and do all such acts and things as are exercised or done by the exist-
4 ing bank for the purpose of effectively winding up the affairs of that 

bank. 



• 
(2) The general manager of the corresponding new bank shall, 

in exercise of the powers conferred on him by sub-section (1). take 
ell such steps as may be required by the laws of any such country 
outside India for the purpose of effecting such transfer or vesting, 
and in connection therewith the General Manager may either him- 5 
self or through any person authorised by him in this behalf, realise 
any asset and discharge any liability of the existing bank and 
transfer the net proceeds thereof to the corresponding new bank. 

(3) Notwithstanding anything contained in sub-section (1) or 
sub-section (2), on and from the appointed day, no person shall 10 
make any cleim or demand or take any proceeding in India against 
any existing bank or any person acting in its name or on its behalf 
except in so far as may be necessary for enforcing the provisions of 
this section or except in so far as it relates to any offence committed 
by such person. IS 

CHAPTER III 

COMPENSATION 

~mpensa- 13. (1) Every person who and any State Government which 
!i:~e~olden immediately before the appointed day is registered as a holder of 
of existing shares in the books of an existing bank shall be given by the State 20 
banks other . . 
than the Bank such compensatIon In respect of the transfer to the State Bank 
~af!k of of the shares in the capital of that bank as is determined in accord-

auala. ance with the principles contained in the First Schedule. 

(2) The amount of compensation to be given in accordance with 
the principles contained in the First Schedule shall be determined. 2S 
in the first instance by the State Bank, in consultation with the 
Reserve Bank, and shall be offered by it to all those to whom com-
pensation is payable under sub-section (1) in full satisfaction 
thereof. .' ~ 

(3) If the amount of compensation offered by the State Bank in 30 
terms of sub-section (2) is not acceptable to any shareholder of an 
existing bank, such shareholder may, before such date as may be 
Ilotified by the Central Government in the Official Gazette, request 
the Central Government, in writing, to have the matter referred to 
the Tribunal. 3S 

(4) If, before the date notified under sub-section (3), the Central 
Government receives requests, in terms of that sub-section, from not 
less than one-fourth in number of the shareholders, holding not less 
than one-fourth in value of the paid-up share capital of thE' existing 
bank, the Central Government shall have the matter referred to the 40' 
Tribunal for deeislon. 



• (5) 1£, before the date notified under sub-section (3), the Central 
Government does not receive requests as provided in that sub-section, 
the amount of compensation offered by the Stete Bank, and where a 
reference has been made to the Tribunal, the amount determined by 

S it, shall be the compensation payable under sub-section (1) and shall 
be final and binding on all parties concerned. 

10 

(6) Subject to the provisions of the succeeding sub-sections, the 
amount of compensation shell be paid,-

(a) if the shareholder has not applied for shares of the 
corresponding new bank in accordance with the provisions of 
sub-section (7), by a cheque drawn on the State Bank; and 

(b) if he has applied for shares of the corresponding new 
bank in accordance with the provisions of that sub-section, in 
shares of the corresponding new bank to the extent of the value 
of such shares allotted to him and the balance by a cheque drawn 
on the State Dank. 

(7) Any shareholder of an existing bank to whom compensation 
is payable under this section may, before the expiry' of three months 
from the date of the final determination of the amount of ~uch com-

20 pensation under sub-section (5), or such extended period as the State 
Bank may think fit in eny particuIarcase toallow;apply-1O the State 
Bank for the' fransfer to hIm-of shares in the capital of the corres-
ponding new bank in lieu' of such compensation or part thereof; and 
for the purposes of such transfer, the value of each share of the cor-

2S responding new bank shall be such es may be determined in this 
behalf by the State Bank with the approval of the Reserve Bank. 

(8) On receipt of an application under sub-section (7), the State 
Bank shall issue to the corresponding new bank a warrent, in the 
form specified in the rules made under this Act, directing it to 

30 transfer i.n favour of the person specified in the warrant such number 
of shares as may be allotted to the applicant in accordence with 
sub-sections (9) and (10), out of the shares in the capital of that 
hlnk standing allotted to the State Bank under the provisions of 
this Act, end the corresponding new bank shall be bound to comply 

35 with such warrant. 
(9) A shareholder of an existing bank who has applied for tlhares 

in the capital of the corresponding new bank shall be allotted-
(a) such number of shares, having such total Nce YRIue as 

would bear tc? forty-five per cent. of the issued capital of the 
,"-orresponding new bank the same proportion as the paid-up 
value of his shares in the capital of the existing bank in respect 
of which he is paid compensation bears to the total paid-up 
capital of that bank; and! 



10 
(0) ii the total, number of shares allotted under clause (a) 

to all applicants is less than forty-five per cent. of the issued 
capital of the corresponding new bank, such number of addi-
tional shares as the State Bank may deem fit having regard to 
the provisions of this Act, the circumstances of the case and s· 
the desirability of securing as wide a distribution of shares 
among as large a number of shareholders as possible. 

Explanation.-For the purpose of determining the number I 
of shares under this sub-section fractions of a share shall be dis-
l·egarded.l: lCD' 

(10) Notwithstanding anything contained in sub-section (9), an 
allotment of shares under that sub-section shall not be made in such 
e manner that the State Bank holds ~t any time less than fifty-five 
per cent. of the issued capital of the corresponding new bank. 

(11) A warrant issued by the State Bank under sub-section (8) I, 
shall not be liable to duty under the Indian Stamp Act, 1899. 3 of 1899. 

(12) Nothing contained in this section shall affect the rights 
inter se Letween the holder of any share in an existing bank, and 
any other person who may have an interest in such share 'lnd such 
other person shall be entitled to enforce his interest against the '20· 
compensation awarded to the holder of such share, but not against. 
the State Bank.! 

(13) In this section, the expression "existing bank" does not 
include the Bank of Patiala, and the expression "corresponding new 
bank" does 110t include the State Bank of Patmla. 2S 

Compensa- 14. (1) The State Government of Punjab in respect of the Bank 
lion of Patiala, the State Government of Bombay in respect of the 
~:a:::t:Y Saurashtra Bank and the Reserve Bank in respect of the Hyderabad 
Bank in Bank, shall be given, by reason of the provisions of this Act or of 
respect of 
the Bank of the amendments contained in Part V or Part VII of the Third Sche- 30 
Paliala, the dule, such compensation by the State Bank as is determined in accor-
Sauruhtra 
Bank and dance with the principles contained in the First Schedule. 
~~~ ~!~~a- (2) The amount of compensation to be given in accordance with 

the principles contained in the First Schedule shall be determined in ., 
the first instance by the State Bank, and shall be offered by it to the 3S 
State Government of Punjab, the State Government of Bombay, or 
the Reserve Bank, as the case may be, in full satisfaction of the 
compensation payable under sub-section (1): 

Provided that in determining the amount of compensation to be 
offered to the State Government of Punjab or the State Government 40' 
of Bombay, the State Bank shall consult the Reserve Bank. 

, (3) If the amount of compensation offered by the State Bank in 
terms of sub-section (2) is not acceptable to the State Government 
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of Punjab, the State Government of Bombay or the Reserve Bank, 
as the case may be, the State Government concerned or the Reserve 
Bank, may, before such date as may be notified by the Central Gov-
ernment in the Official Gazette, request the Central Government to 

. S have the matter referred to the Tribunal for decision, and where any 
such request is received, the Central Government shall refer the 
matter accordingly. 

(4) If, before the date notified under sub-section (3), the State 
Government of Punjab, the State Government of Bombay or the 

10 Reserve Bank, as the case may be, has not made any such request, 
the amount of compensation offered by the State Bank, and where a reference has been made to the Tribunal, the amount determined 
by it, shall be the compensation payable under sub-section (1) and 
..u be fiul'and binding on all parties concerned. 

IS (5) The amount of compensation shall· be paid by a cheque 
:: tlnwn on the Reserve Bank. 

!': .' ...... ~ .. ~ . 
... . ~. " 

15. (1) The Central Government may for the purposes of this Conatitu-
Ad eonstitute a Tribunal which shall consist of a chairman and two tion of the 
other members. Tribunal. 

20 (2) The Chairman shall be a person who is, or has been, a Judge 
of a High Court or has been a Judge of the Supreme Court and of 
the two other members, one shall be a person, who, in the opinion 
ef the Central Govermneat, has had experience of commercial bank. 
ing and the other shall be a person who is a chartered accountant 

~8 f 25 within the meaning of the Chartered Accountants Act, 1949. . 0 1949. 
. ..... 

" . '. ~ .; : 

5 of 1908. 

(J) U, for any reason, a vacancy occurs in the office of the 
Chairman or any other member of the Tribunal, the Central Gov-
ernment shall fill the vacancy by appointing another person thereto 
in accOl'dance with the provisions of sub-section (2), and any pro-

30 ceeding may be continued before the Tribunal so re-constituted from 

'. ,1 .; •. , 

the stage at which the vacancy occurred. ;' .' .. ,". , 
(4) The Tribunal may, for the purpose of determining any com· '.(;,: 

p~nsation payable under this Act, choose one or more persons having 
special knowledge or experience of any relevant matter to assist it in 

35 the deteriaination of 'suCh compensation. 
16. (1) The Tribunal shall have the powers of a civil court while TribUDal 

trying a suit under the Code of Civil Procedure, 1908, in respect of ~~= cof. 
the following matters, namely:- civil court. 

(a) summoning and enforcing the attendance of any person 
40 and examining him on oath; 

(b) requiring the discovery and production of documents; 
(e) receiving evidence on affidavits; and '.r: ~. '. 
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(d) issuing commissions for the examinatIon of witnesses or 

documents. 
(2) Notwithstanding anything contained in sub-section (1) or in 

any other law for the time being in force, the Tribunal shall not 
compel the Reserve Bank, the State Bank or any subsidiary bank- S 

(a) to produce any books of account or other documents 
which the Reserve Bank, the State Bank or the subsidiary bank 
claims to be of a confidential nature; 

(b) to make any such books or documents part of the record 
of the proceedings before the Tribunal; or 10 

(c) to give inspection of any such books or documents to any 
party before it or to any other person. 

n: (1) The Tribunal shall have power to regulate ita OWD 
procedure. . 

(2) The Tribunal may hold the whole or any part of its enquiry IS 
in cc:mtera. 

(3) Any clerical or arithmetical mistake in any order of the 
Tribunal or any error arising therein from any accidental slip or 
omission may at any time be corrected by the Tribunal either of ita 
own motion or on the application of any of the parties. 20 

CHAPTER IV 
SHARES OF THE SUBSIDIARY BANICS 

18. (1) Save as otherwise provided in sub section (2), the shares 
of a subsidiary bank shall be freely transferable. 

(2) Nothing contained in sub-section (1) shall entitle the State :as 
Bank to transfer any shares held by it in any subsidiary bank if such 
transfer will result in reducing the shares held by it to less than 
fifty-five per cent. of the issued capital of that subsidiary bank. 

-.mictioa 19. (1) No person shall be registered as a shareholder in respect 
OD individual of any shares in a subsidiary bank held by him, whether in his own 30 
boldi.... name or jointly with any other person, in excess of two hundred 

shares, or be entitled to payment of any dividend on the excess 
shares held by him, or to exercise any of the rights of a shareholder 
in respect of such excess shares otherwise than for the purpose of 
3elling them: 35 

Provided that nothing contained in this sub-section shall apply 
to-

(a) the State Bank; 
(b) a State Government; 

: (c) a Corporation; 
(d) an insurer as defined in the Insurance Act, 1938; 
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13 
(e) a local authority; 
(I) a co-operative society; * 
(g) a trustee of a public or private religious or charitable 

trust; 
S (h) a shareholder of an existing Bank who is allotted any 

shares under sub-section (9) of section 13. 

(2) Notwithstanding anything contained in sub-section (1), no 
person referred to in the proviso to that sub-section, other than the 
State Bank, shall be entitled to exercise voting rights in respect of 

10 any shares held by such person in excess of five per cent. of the 
issued capital of the subsidiary bank concerned. 

ZOo Notwithstanding anything contained in the Acts hereinafter Shares to 
mentioned in this section, the shares of a subsidiary bank shall be be ap'~roved 
deemed to be included among the securities enumerated in section 20 aec:un el. 

IS of the Indian Trusts Act, 1882; and also to be approved securities 
for the purposes of the Insurance Act, 1938, and the Banking Com-
panies Act, 1949. 

21. Every subsidiary bank shall keep at its head office a register, Jtegisterof 
in one or more books, of the shareholders and shall enter therein the shareholders. 

20 following particulars so far as they may be available:-
(i) the names, addresses and occupations, if any, of the 

shareholders and a statement of the shares held by each share-
holder, distinguishing each share by its denoting number; .. 

(ii) the dete on which each person is so entere4 as a share-
25 holder; , 

(iii) the date on which any person ceases to be a share-
I holder; and 

(iv) such other particulars as may be prescribed. 
22. Notwithstanding anything contained in section 19, no notice of Truat .. :not 

30 any trust, express, implied or constructive, shan be entered on the:~ 011 

register of shareholders of a subsidiary bank or be receivable by it th~ replter. 
in respect of its shares. ' 

CHAPTER V 
MANAGEMENT 01' S'OBSIDIAllY BAND 

3S 23. Every person holding office as chairman, director, member of Certain 
the Board of Management (including a member of a local or advisory tomc:entc . ° vaca committee), managing director, gener81 manager, manager (other oftic:e. 
than manager of a branch), deputy managing director, deputy general 
manager,· assistant general manager or adviser, as the case may 

40 be, in an existing bank (other than the Bank Of Patiala), the Hydera-
bad Bank and the Sau11lshtra Bank immediately before the appointed 

1197 LS--3. 



da,., shall be deemed. to have vacated that office on the appointed 
day, and notwithstanding anything contained in this Act or in any 
other lew for the time being in force or in any agreement or ..:ontract, 
such person shall not be entitled to any compensation for the loss of 
office or for the premature termination of any agreement or contract, 
relating to his employment, except such pension, compensation or 
other benefit as the corresponding new bank, the Hyderabad Bank 
or the Saurasht11l Bank, as the case may be, may with the approval of 
the State Bank, grant to him, having regard to what he would have 
received if this Act had not been passed and if his employment had 10 
ceased on the appointed day in the ordinary course: 

Provided Oat nothing in this section shall be deemed to prevent 
any person who has so vacated his office in any of the said banks 
from being re-nominated or re-appointed to any office in a subsidiary IS 
bank in accordance with the provisions of this Act. 

M. (1) The State Bank nay, from time to time, give directions 
and instructions to a subsidiary bank in regard to any of its affairs 
and business, and that bank shall be bound to comply with the direc-
tions and instructions 10 given. 

(2) Subject to any such directions end instructions, the general 20 
superintendence and conduct of the affairs and business of a subsi-
diary bank shall, 8S from the appointed day, vest in a Board of 
Directors who may, with the assistance of the gene:ml manager, exer-
cise all powers and do all such acts and things as may be exercised 
or done by that bank. 2S 

(3) The Board of Directors of a subsidiary bank shall, in discherg-
iIlg its functions under this Act, act on business principles, regard 
being had to public interest. 

25. (1) Subject to the provisions of sub-section (2), the Board of 
Directors of a subsidiary bank shall consist of the following: _ 30 

(a) the chairman for the time being of the State Bank, ez 
ofTicio; 

(b) an offtcer of the Reserve Bank, to be nominated by that 
bank: 

(c) not more than five directors to be nominated by the 35 
State Bank of whom not more than three shall be officers of that 
bank;-

(d) two directors to be elected in the prescribed manner by 
the shareholders, other than the State Bank: 

Provided that if the total amount of the holdings of all such 40 
shareholders registered. in the books of the subsidiary bank three 
months before tht" date fixed for election is below five -per cent. 
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of the total issued capital, or if there are no shareholders othei 
then the state Bank registered on the books of the subsidiary 
bank, the directors to be elected by the shareholders shall be 
nominated by the State Bank and such directors shall, for the 
purposes of this Act, be deemed to be directors elected under 
this clause~ 

(e) a director, if any, to be nominated. by the Central Gov-
ernment in consUltation with the State Bank. 

(2) Notwithstanding anything contained in clause (d) of sub-
10 section (1), on the first constitution of the Board of Directors, the 

directors referred. to in the said cla.use shall be appointed by the State 
Bank and the directors so appointed shall, for the purposes of thi8 
Act, be deemed to have been elected within the meaning of the said 
clause. 

IS (3) If, for any reason, a director. of a subsidiary bank nominated 
under clause (b) of sub-section (-2) is uneble to exercise his func-
tions or to discharge his duties as such director, the Reserve Bank 
may nominate any of its officers to exercise all the functions and to 
discharge all the duties of such director whenever he is so unable to 

20 exercise his functions or discharge his duties, and the officer so nomi-
nated shall for all purposes of this Act be deemed to be 48 director ot 
the subsidiary bank. 

(4) An officer of the Reserve Bank or the State Bank may be 
nominated as a director of a subsidiary ban.k by virtue of his office. 

25 (5) The directors nominated under sub-section (2) shall retire 
48t the expiry of one year after the appointed day. 

(6) Any nomination or appointment of a director made by the 
State Bank under this Act shall, except in so far as it relates to an 
officer of that bank, be in consultation with the Reserve Bank. 

30 26. (1) A director of a subsidiary bank, if nominated under clause Term of 
(b) of SUb-section (1) of section 25 or if an officer of the State Bank o~ce af 
and nominated under clause (e) or if an officer of the Central Gov- directon. 
ernment and nominated under clause (e) of that sub-section, Shan 
hold office during the pleasure of the authority nominating him. 

3S (2) Subject to the provisions contained in section 25, a director 
nominated under clause (e) of sub-section (1) of that section ane! 
not being an officer of the State Bank,· a director elected under 
clause (d) and a director, not being an officer of the Central Govern-
ment, nomineted under clause (e), of that sub-section, shall hold 

",,0 office for three years and thereafter until his succeuor is duly 
nominated or elected, as the case may be. 

(3) A director of a subsidiary bank vacating his o1Bce lIhall be 
elieible for re-nomination or re-election, as the· QH may be. 
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27. (1) A person shall be disqualified to be a director of a subsI-

diary bank,if--1 ' ' 
(a) he holds the office of director, provisional director, pro-

moter, agent, or mtflIlager of any banking company or a banking 
company for the formation of which a prospectus has been issued; I 
01'1 

(b) he is a salaried officer of Government; or 
(c) he has been removed or dismissed from the service of 

Government or a loaal authority or a corporation or a company in 
which Dot less than ftfty-one per cent. of the paid-up share 10 

capital is held by Government; or 
(d) he holds any office of profit under the subsidiary bankj 

ol'l 
(e) he is, or at any time has been, adjudicated an insolvent 

or has suspended payment of his debts or has compounded with IS 
his creditors; 0li 

(I) he is of unsound mind and stands so declared by a com-
petent court; or 

(9) he is, or has been, convicted of any offence which, in the 
opinion of the Central Government, involves moral turpitude; or 20 

(h) in the case of an elected director, he is not registered as 
a holder· • • of unencumbered shares in the subsi-
diary bank of a nominal value of at least one thousand rupees: 

Provided that the disqualification mentioned in clause (b) 
shall not apply to an officer of the CentraI' Government nominat: 2S 
ea as a director under clause (e) of sub-section (1) of section 25: 

Provided further that in the case of a director deemed to have 
been elected on the first constitution of the Board' of Directors, 
the disqualification mentioned in clause (h) shall not operate for 
a period of six months from his becoming such director. ~c 

(2) No two persons who are partners of the same firm or are 
directors of the same private company or one of whom is an agent of 
the other or holds a power of attorney from a firm of which the other 
Is a partne:, may be directors of a subsidiary bank at the same time. 

(3) The nomination or election, as 6 director of any person who 35 
is a member of either House of Parliament or the Legislature of a 
Statp. shall be void unless within two months of the date of nomina-
,tion or election as such director, he ceases to be a member of Par-
liament or thE' Legislature of the State, and if any director is elected 
or nOlJlinated as a member of Parliament or the Legislature of a 40 
State,", he shall cease to be a director a8 from the date of such election 
or Dominati~n, as the case may be. 



10 of 1949. 

I ef 1956. 

s 

IC 

1'1 

(4) Nothln. contained' in clause (d) of sub-section (1) ,hall be 
GHmeci to preclude any person from being a director of a subsidiary 
bank by rHBOn only of his beine a legal or technical adviaer of that 
bank. 

(5) In this section,-
(a) "banking company" has the same meanine u in the 

Ban1dn, Companies Act, 1~; 
(b) "manager" means the chief executive officer, by what-

ever n8llle called, of a banking company; 
(c) "private company" has the same meanine 

Companie. Act, 1956. 
as in the 

II. If • director of a sublidiary bank- VlIC&tion af 
office of 

(a) is, or has become, subject to any of the disqualifications directorl. 
mentioned in section 27; or .. 

IS (b) resigns his omcze by giving notice in writing under hil 
hand, in the case of a nominated director to the State Bank, and 
in the case of an elected director to the Board of Directors of 
the subsidiary bank, and his resignation is accepted; or 

(c) is absent without leave of the Board of Directors fer 
20 more than three consecutive meetings thereof; 

his aaat on the Board of Directors Ihall thereupon become vacant: 
Provided that nothing in clause (b) or clause (c) shall apply to 

a director referred to in clause (b) of sub-section (1) of section 25 
or to a director, being an officer of the State Bank, nominated under 

2S clause (c) or to a director, being an officer of the Central Govern-
ment nominated under clause (e) of that suS-section. 

29. (1) The State Bank shall, after 'consulting the Board of 
Directors of a subsidiary bank, and with the approval of the Reserve 
B8llk, appoint a general manager for that subsidiary bank: 

30 Provided that in the case of the first appointment of the general I 
manager on such consultation with the Board of Directors of the 
subsidiary bank shall be necessary. 

(2) Subject to the general control of the Board of Directors, the 
day to day administration and management of the affairs of a subsi-

35 diary bank shall vest in the general manager, and the general 
manager shall exercise such other powers and perform such other 
duties as may be delegated to him by the Board of Directon. 

(3) The general manager of a subsidiary bank-
(a) shall devote his whole time to the aftairs df,tb,at baDk: 

General 
MlDIIFr. 
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Provided that the general mana,er of the subsidiary hank 
may, with the approval of the State Bank and the Reserve Bank, 
be a director of any other institution; 

(b) shall hold office for such term not exceedine four 
years and subject to such conditions as the State Bank ma,. S 
with the approval of the Reaerve Bank, specify at the time of 
hia appointment; 

(c) shan receive such salary and allowanc .. as may be • 
termined by the State Bank with the approval of the HMerv. 
Bank. 

(4) The general manager vacating hi. office Ihall .e eligible for 
re-appointment 

(5) The State Bank may, with the approval of the Reserve Bank, 
for any sufficient reason, remove from office the general manager 
of a subsidiary bank: 

Provided that no such general manager shall be removed from 
office unless he has been given an opportunity of showing cause 
against such removal. 

10 

IS 

30. A director of a subsidiary bank shall be paid for attendinl 
the meetings of the Board of Directors or of any of its committees 20 
and for attending to any other business of the subsidiary bank such 
fees and allowances as may be prescribed: 

Provided that no fees shall be payable to the chairman of the 
State Bank or any other director who is a wholetime officer of the 
Central Government or the Reserve Bank or the State Bank. 25 

31. (1) The State Bank may, with the approval of the Reserve 
Bank, for any sufficient reason, remove from office a director nomi-
nated under clause (c) of sub-section (1) of section 25 and not 
being an officer of the State Bank. 

(2) The Central Government may, in consultation with the 30 
State Bank, for any sufficient reason, remove from office a director 
nominated under clause (e) of sub-section (1) of section 25 and not 
being an officer of the Central Government. 

(3) Any director elected under clause (d) of sub-section (1) of 
section 25, may be removed from office-- 35 

(a) by the State Bank, with the approval of the Reserve 
Bank, if at the time of the removal there are no shareholders 
other than the State Bank registered in the books of the subsi-
d.iuJ bank concerned; 
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(b) by a resolution passed by a majority of the votes of such 

Ihareholders holding in the aggregate not less than one-half of 
the share capital held by all such shareholders: 

Provided that if the total amount of the holdings of all 
• shareholders, other than the State Bank, registered in the books 

of the subsidiary bank, on the date of the resolution, is below 
five per cent., of the total issued capital, the resolution shall 
not have effect unless confirmed by the State Bank. 

(4) No director shall be removed from office under sub-section 
10 (1) or sub-section (2) unless he has been given an opportunity of 

showing cause against such removal. 
3%. If the general manager of a lubsidiary bank is rendered m- !~~~i:~. 

eapable of discharging his duties by reason of infirmity or otherwise another 
~r is absent on leave or otherwise in circumstances not involving the r::~!

IS vacation of his Ci)ffice, the State Bank may appoint another person to ChhafllDd ' ~ 
• t e uue. 

otriClate for the general manager until the date on which the general of reneral 
man.,er resumes duty. m~_ler 

durlOl bit 
_blente. 

33. (1) Where any vacancy occurs before the expiry of the term Casual. 
. hall b vacanClel of oftlce of a director of a subsidiary bank. the vacancy I e ImoIil 

20' tlled- directors. 

35 

(a) in the case of a director nominated under clause (e) Gf 
sub-eeetion (1) of section 25, not being an offtcer of the State 
Bank, by nomination by the State Bank;-

(b) in the case of a director elected under clause (d) of 
sub-section (1) of section 25, by election or where the proviso to 
that clause is applicable, by nomination by the State Bank: 

Provided that where the duration of the vacancy in the 
oftlce of an elected director is likely to be less than six months, 
the vacancy may be filled by the remaining directors by co-
opting a person from amongst the shareholders entitled to elect 
a director under clause (d) of sub-section (1) of section 25 who 
is not disqualified under section 27; 

(c) in the case of a director nominated under clause (e) of 
sub-section (1) of section 25, not being an officer 01 the Central 
Government, by nomination by that Government in consUltation 
with the State Bank. 

(2) A person nominated or elected or co-opted, al the cue may 
be, under this section shall hold oftlce for the unexpired portion of 
the term of his predecessor. 

40 M. (1) The Board of Directors of a subsidiary bank shall meet 
Meetiu .. of 
the Beard 

at such time and place and shall observe such rules of procedure re 
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in regard to the transaction of business at its meetings as may be 
prescriaed. 

(2) The chairman of the State Bsnk shall preside at every meet-
ing of the Board of Directors of a subsidiary bank and, in his absence 
such one of the directors • • • • • • as may generally or in relation , 
to any particular meeting be authorised by the chairman in thi.3 
behalf shall preside; and in the absence of the chairman and also 
failing such authorisation, the directors of the subsidiary bank 

,present at the meeting shall elect one from among themselves to 
preside at the meeting. 10 

Explanation.-For the purposes of this sub-section, "absence from 
a meeting" means non-attendance for any reason whatsoever at the 
meeting or any part of the meeting during which any business is 
transacted. 

(3) All questiona at a meeting of the Board of Directors of a IS 
subsidiary bank shall be decided by a majority of the votes of the 
directors pr~ent, and fn case of equality of votes, the person pre-
siding at the meeting sh:dl have a second or casting vote. 

(4) Where any of the directors specified in clauses (a) and (b) of 
sub-section (1) of section 25 or any of the directors, being an officer '20 
of the State Bank specified in clause (c) of that sub-section iR 
unable to attend any meeting of the Board of Directors of a subsi-
diary bank, and the State Bank or any other such director as may 
be present at the meeting considers that the State Bank would not 
be adequately or effectively represented at such meeting by reason 2S 
of the absence of any such director, the State ~ank or the director 
present may give notice in writing to that subsidiary bank-

(i) that the meeting should be adjourned to such date as 
may be indicated in the notice; or 

(ii) that any matter, action, step or proceeding proposed to 30 
be considered, taken or carried out at that meeting, should not 
be so considered, taken or carried out; or 

(iii) that no decision should be taken at that meeting on 
any such matter, action, step or proceeding; 

and that subsidiary bank and its Board of Directors shall be bound to 35 
comply with such notice and act accordingly. 

(5) A director of a subsidiary bank who is directly or indirectly 
cmcerned or interested in any contract, loan, arrangement or pro-
posal, entered into or proposed. to be entered into or made by or on 
behalf of the subsidiary bank shall, at the e~rUest possible opportu- 40 
nity, disclose the nature of his interest to the Board of Directors 
of that bank; and any such director shall not be present at any meet-
Ing of the Board of Directors when any such contract, loan, mange-

< 



merit or proposal is discussed, unless his presence is required by the 
other directors for the purpose of eliciting information and where 
any director is so required to be present, he shall not vote on 8D'1 
such contract, 10Blll, arrangement or proposal: 

5 Provided that nothing contained in this sub-section shall apply 
to such director by reason only of his being a shareholder (other 
than a director) holding not more than two per cent. of the paid-up 
capital in any public company as defined in the Companie8 Act, 

I of 1956. 1956, with which the subsidiary bank has entered into or propose. 
10 to enter into a contract or other arrangement. 

(6) A copy of the minutes of every meeting of the Board of 
Directors of a subsidiary bank, together with copies of all connected 
papers, shall be forwarded to the State BUlk and the Reserve Bank 
• lOon u pouible. 

IS 35. (1) There shall be an executive committee in respect of a Executhe 
subsidiary bank consisting of such directors as may be prescribed: ;~~~~~e 

Provided that if any such director being an officer of the State committees. 
Bank and nominated by that bank under clause (c) of sub-section 
(1) of section 25, is for any reason unable to exercise his functions 

20 or to discharge his duties in relation to the executive committee, 
the State Bank may depute any of its officers to exercise all the 
functions and to discharge all the duties of such director in relation 
to the executive committee whenever such director is so unable to 
exercise his functions or discharge his duties; and the officer so 

25 deputed shall, for all purposes of this Act, in so far as it applies to 
the executive committee, be deemed to be a director of the subsi-
diary bank. 

(2) Subject to any regulations made under this Act, the execu-
tive committee may deal with any matter within the competence of 

30 the Board of Directors. 
(3) A copy of the minutes of every meeting of the execUtive 

committee of a subsidiary bank shall be forwarded to the State Bank 
and be laid before the Board of Directors of the subsidiary bank 81 
soon as possible after the meeting. 

35 (4) Without prejudice to the powers of the executive committee, 
and subject to any regulations made under this Act, the Board of 
Directors of a subsidiary bank may constitute such and so many 
other committees, whether consisting wholly of the directors or 
wholly of other pen;ons, or partly of the directors and partly of 

40 other persons, as it deems fit, to exercise such powers and perform 
such duties as may, subject to such conditions, if any, as the Board of 
Directors may impose, be delegateci to them by thp. Board of 
Directors. 

i97 (B) L.S.--4. . .. 
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CHAPTER VI 

BUSINISS OF SUBSIDIARY BANKS 

II. (1) A lubsidiary bank shall, if so required by the State Bank, 
act as agent of the State Bank at any place in India for-

(A) paying. receiving, collecting and remitting money, 5 
bullioll and securities on behalf of any Government in India; 
and 

(b) undertaking and tl'ansacting any other business which 
the Reserve Bank may, from time to time, entrust to the State 
Bank. 10 

(2) The terms and conditions on which any such agency busi-
nell shall be carried on by the subsidiary bank on behalf of the 
State Bank shall be such as may be determined by the State Bank, 
after consultation with the subsidiary bank and with the approval of 
the Reserve Bank. IS 

(3) Until an arrangement is made by the State Bank with the 
Hyderabad Bank or the State Bank of Mysore. as the case may be, 
ynder this section, or until the expiry of a period of six months 
from the appointed day (which period may from time to time be 
extended by the Reserve Bank) whichever is earlier. the Hyderabad 20 
Bank and the State Bank of Mysore may respectively act as agent 
of the Reserve Bank, at the same places where and for the same 
purposes for which, and on the same terms and conditions on which, 
the Hyderabad Bank or the Bank of Mysore Limited, as the case may 
be, was acting as agent of the Reserve Bank immediately before the 2S 
appointed day or with the previous approval of the Central Govern-
ment at any either place or for any purpose. 

(4) Until an arrangement is made by the State Bank with the 
State Bank of Bikaner, the State Bank of Jaipur, the Saurashtra 
Bank or the State Bank of Travancore, as the case may be, under 30 
uu. section or until the expiry of a period of six months from the 
appointed day (which period may from time to time be extended 
by the Reserve Bank) whichever is earlier, the State Bank of 
Bikaner, the State Bank of Jaipur, the Saurashtra Bank or the State 
Bank of Travancore may act as agent of the State Government of 35 
Rajasthan or the State Government of Bombay or the State Govern-
ment of Kerala as the case may be, at the same places where and for 
the lame purposes for which, and on the same terms and conditions on 
which, the Bank of Bikaner, Limited, or the Bank of Jaipur, Limited, 
or the Saurashtra Bank, or the Travancore Bank, Limited, as the case 40 
may be, was acting as agent for the State Government immediately 
•• tor. the appointed. day or with the previous approval of the Central 
Government at any other place or for any purpose. 



37. (1) Subject to the other provisions contained in thia Act. a Other 
subsidiary bank may carryon and transact the business of banking :hl:~ 
as definedn clause (b) of sub-section (1) of section 5 of the Bank- lublidiarJ 

19 of 1949· ing Companies Act, 1949, and may engage in such one or more of ~~:" 
s the other forms of business, as are specified in sub-section (1) of 

10 

section 6 of that Act. 
(2) The Central Government may, after consultation with the 

Reserve Bank and the State Bank, by order in writing-
(a) authorise a subsidiary bank to do such other forms of 

business as the Central Government may consider necessary or 
expedient; 

(b) direct that any form of business as is mentioned in the 
order, shall be carried on subject to such restrictions, condi-
tions and safeguards as may be specified therein; or 

(c) prohibit a subsidiary bank from carrying on or tre .. 
acting any form of business which, but for th1s clause, it f. 1 .... -
ful for the subsidiary bank to engage in. 

(!) Save as otherwise provided in sub-section (2), a subsidiary 
bank shall not engage in. any form of business other than that 

20 referred to in sub-section (1). 

38. (1) A subsidiary bank may, with the approval of the 8tate Ac.ui~iti. 
Bank, and shall, if the Reserve Bank, in consultation with the State ~ ~':!~
Bank, so directs, enter into negotiations for acquiring the business. baDb. 
including the assets and liabilities of any other banking institution. 

25 (2) The terms and conditions relating to such acquisition, if 
agreed upon by the Board of Directors of the subsidiary bank con-
cerned and the directorate or management of the banking institu-
tion concerned and approved by the Reserve Bank, shall be submit. 
ted to the Central Government for its sanction and that Government 

30 may by order in writing (hereafter in this section referred to u the 
order of sanction) accord its sanction thereto. 

(3) Notwithstanding anything contained in this Act or any other 
law for the time being in force or any Instrument regulating tJae 
constitution of the banking institution concerned, the terms and 

35 conditions as sanctioned by the Central Government shall come into 
effect on the date specified by the Central Government in thl. behalf 
in the order of sanction and be binding upon the subsidiary bank 
and the banking institution concerned as well a. upon the share-
holders (or, as the case may be, propri&tors) and creditor- of that 

40 bankJJ}g institution, ,-, , 
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(4) If for any reason the terms and conditions cannot come into 
effect on the date specified in the order of sanction, the Central Gov-
ernment may fix another suitable date 'for that purpose. 

(5) On the date on which the terms and conditions,as aforesaid 
come into effect, the business and the assets and liabilities of the 5 
banking institution concerned as covered by the acquisition shall, 
by virtue, and in accordance with the provisions, of the order of 
sanction stand transferred to, and become respectively the business 
and the assets and liabilities of, the subsidiary bank concerned. 

<f)'I'he consideration for the acquisition of the business and the 10 
assets and liabilities of any banking institution under this section 
may, if so agreed upon, be paid either in cash or by allotment of 
shares in the capital of the subsidiary bank concerned or partly in 
cash and partly by allotment of shares, and the subsidiary bank 
may, for the purpose of any such allotment, increase, subject to IS 
the other provisions contained in this Act relating to the increase 
of capital, the capital of the subsidiary bank by the issue of such 
number of shares as may be determined by the subsidiary bank. 

(7) Any business acquired under this section shall thereafter be 
carried on by the subsidiary bank in ac~ordance with the provisions 30 
of this Act subject to such exemptions or modifications as the Central 
Government may, by notification in the Official Gazette, make in this 
behalf in consultation with the Reserve Bank: 

Provided that no such exemption or modification shall be made 
so as to have effect for a period of more than seven years from the 25 
date of acquisition. 

(8) Notwithstanding anything contained in the Industrial Dis-
putes Act, 1947, or in any other law or in any agreement for the 14 er 194.,. 
time being in force, on the acquisition of the business and the assets 
and liabilities of any banking institution under this section, no om.- 30 
cer or other employee of that banking institution shall be entitled 
to any compensation to which he may be entitled under that Act 
or that other law or that agreement, and no claim in respect of such 
compensation shall be entertained by any court, tribunal or other 
authority if on his having accepted. in writing an offer of employ- 3S 
Iru!nt by the subsidiary bank concerned on the terms and conditions 
proposed by it he has been employed in accordance with such terms 
and conditions. 

(9) The Central Government may, if it considers necessary or 
expedient in the case of any banking institution in relation to which 40 
an order of sanction has been made under this section, appoint, 
whether before or after the coming into effect of the terms and con-
diti()J1$ relating to the business and the assets and liabilities of that 
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banking institution, a suitable person to take over the management 
of that banking institution for the purposes of winding up its affairs 
and distributing its assets, and the expenditure incurred inconnec-
tion with such management (including the remuneration of the per-

S son so appointed and his staff, if any) shall be paid out of the assets 
of the banking institution or by the subsidiary bank concerned, aD 
the Central Government may direct. 

(10) Simultaneously with the appointment of a suitable person 
under sub-section (9) or immediately thereafter, the Central Govern-

10 ment shall issue directions to be followed by that person in the 
management of that banking institution for the purposes aforesaid 
and thereupon-

I of J 956. (a) the provisions of the Companies Act, 1956, or the Bank-
10 of 19049. ing Companies Act, 1949, or any other law for the time being 

I S in force or any instrument having effect by virtue of any such 
Act or law, in so far as they are inconsistent with such direc-
tions, shall cease to QPply to, or in relation to, that banking 
institution; 

(b) all persons in charge of the management, including any 
20 person holding office as manager or director, of the banking 

institution, immediately before the issue of such directions, shall 
be deemed to have vacated their offices as such; and 

(e) the person appointed to take over the management of 
the banking institution shall, in accordance with those direc-

2S tions, take all such steps as may be necessary to facilitate the 
winding up of its affairs and the distribution of its assets. 

(11) The Central Government, when satisfied that nothing 
further remains to be done in order to wind up the affairs of the 
banking institution concerned, may, by order in writing, direct that 

30 as from such date as may be specified therein, the banking institution 
shall stand dissolved and thereupon any such direction shall have 
effect notwithstanding anything to the contrary contained in any 
other law. 

(12) No action under this section shall be questioned on the 
3S ground merely of any defect in the constitution of any bankbg 

institution in relation to which such action has been taken or in the 
constitution of its Board of Directors or in the appointment of any 
person entrusted with the management of its affairs. 

(13) The provisions of this section shall apply in relation to the 
40 acquisition by one subsidiary bank of the bUSiness, including the 

assets and liabilities, of another subsidiary bank as they apply in 
relation to the acquisition by a subsidiary bank of the business, in-
cluding the assets and liabilities, of any other banking institution. 
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(14) In this section, "banking institution" includes any individual 
Dr any association of individuals (whether incorporated or not, or 
whether a department of Government or a separate institution), 
carrying on the business of banking. 

CHAPTER VII 

AcCOUNTS AND AUDIT 

3.. A subsidiary bank shall cause its books to be closed and 
balanced on the thirty-first day of December in each year. 

S 

40. (1) After making provision for bad and doubtful debts, depre-
ciation in assets, equalisation of dividends, contribution to staff and 10 
superannuation funds and for all other matters for which provision 
is necessary by or under this Act or which are usually provided for 
by banking companies, a subsidiary bank may, out of its net profit" 
declare a dividend. 

(2) The rate of dividend shall be determined by the Board 01 IS 
l>irectors of the subsidiary bank concerned. 

(3) Nothing in this section shall be deemed to preclude the pay-
ment of interim dividends in such manner and to such extent as ma, 
be prescribed. 

41. (1) Subject to the provisions of section 42, the accounts of a 20 
subsidiary bank shall be audited by an auditor duly qualified to act 
as an auditor of companies under sub-section (1) of section 226 of 
the Companies Act, 1956, who shall be appointed by the State Bank, 
with the approval of the Reserve Bank. 

(2) The auditor shall receive such remuneration as the State Bank 2S 
may fix. 

(3) No director or officer of a subsidiary bank shall be eligible 
to be its auditor during his continuance in office as such director or 
officer. 

(4) The auditor shall be supplied with a copy of the annual 30 
balance sheet and profit and loss account, and a list of all books kept 
by the subsidiary bank, and it shall be the duty of the auditor to 
examine the balance sheet and profit and loss account with the 
accounts and vouchers relating thereto, and in the performance of 
his duties, the auditor- 35 

(a) shall have, at all reasonable times, access to the books, 
accounts and other documents of that subsidiary bank; 

(b) may, at the expense of that subsidiary bank, employ. 
accountants and other persons to assist him in investigating 
such accounts; and 40 



(c) may, in relation to such accounts, examine any director 
or any officer of that subsidiary bank. 

(5) The auditor shall hold office for such term not exceeding one 
year as the State Bank may fix at the time of his appointment; and 

<i if any vacancy arises before the expiry of the term of an auditor. 
the vacancy may be filled by the State Bank. with the approval of 
the Reserve Bank. 

(6) The auditor shall on relinquishing office be eligible for re-
appointment. 

10 (7) The auditor shall make a report to the State Bank upon the 
annual balance sheet and accounts of the subsidiary bank. and, in 
every such report. he shall state-

(a) whether, in his opinion. the balance sheet is a full and 
fair balance sheet containing all the necessary particulars and 

IS is properly drawn up so as to exhibit a true and correct view 
of the affairs of that subsidiary bank. and in case he has called 
for any explanation or information. whether it has been given 
and whether it is satisfactory; 

(b) whether or not the transactions of that subsidiary bank 
20 which have come to his notice have been within the compe-

tence of the bank; 

(c) whether or not the returns received from the offices 
and branches of that subsidiary bank have been found adequate 
for the purpose of his audit; 

2S (d) whether the profit and loss account shows a true 
balance of profit or loss for the period covered by such account; 
and 

(e) any other matter which he considers should be brought 
to the notice of the State Bank. 

30 (8) The auditor shall forward a copy of the audit report to the 
subsidiary bank and to the Central Government. 

(9) Without prejudice to the foregoing provisions, the Central 
Government may, at any time, appoint such number of auditors as 
it thinks fit to examine and report on the accounts of a subsidiary 

35 bank, and the auditors so appointed shall have all the rights, privi. 
leges and authority in relation to the audit of the accounts of the 
subsidiary bank which an auditor appointed by the State Bank h. 
under this section. 
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~. If, OD the appointed day, any appointment of an auditor made 
by, or in respect of, Em existing bank, the Hyderabad Bank or the 
Saurashtra Bank, as the case may be, is subsisting, the State Bank 
may, on or after such day, either confirm the appointment in accord-
ance with the provisions of this Act, subject to such modifications S 
.f the terms and conditions of the appointment, as it may deem 
necessary, or terminate the appointment; and may, if it so terminates 
the appointment, fix such remuneration as appears to it to be reaSOD-
able having regard to the work already done, functions discharged, 
or duties performed by the auditor concerned. 10 

ReturDitobe 43. (1) A subsidiary bank shall furnish to the State Bank and the 
furaished by R B k a lubsidiary eserve an-
bulk. 

(a) within three months from the date on which its accounts 
are closed and balanced, its balance sheet, together with the profit 
and loss account and the auditor's report, and a report by the IS 
Board of Directors on the working of the subsidiary bank during 
the period covered by the accounts; and 

(b) any other information relating to the affairs and busi-
ness of the subsidiary bank which the State Bank or the Reserve 
Bank may require. 

(2) The balance sheet and the profit and loss account of a sub-
sidiary bank shall be signed by the general manager and a majority 
of the directors of the subsidiary bank. 

44. (1) A general meeting (hereinafter referred to as an annual 
general meeting) of a subsidiary bank shall be held annually before 2S 
the end of March at the place where the head office of the subsidiary 
bank is situate, and any other general meeting may be convened 
by the Board of Directors at any time. 

(2) The shareholders present at an 8llll;ual general meeting shall 
be entitled to discuss the balance sheet and profit and loss account 30 
of the bank concerned, made up to the previous 31st day of Decem-
ber, the report of the Board of Directors on the working of that bank 
for the period covered by the accounts and the auditors' report on 
the balance sheet and accounts. 

(3) Nothing contained in this section relating to an annual gene- 35 
ral meeting shall apply in relation to a subsidiary bank if, as on thE' 
previous 31st day of December, all the shares in the issued capital 
of that bank are held by the State Bank. 



29 

CHAPTER VIn 

MISCELLANEOUS 

45. For the purpose of facilitating the full and effective transfer fouwer to 
III e 

. of the undertaking of an existing bank in accordance with the pro- directions 
.5 visions of this Act, or in order to remove any difficulty which in the ~ovi 

opinion of the Central Government has arisen or is likely to arise in difliCwti:.. 
connection with such transfer, the Central Government may, in 
consulta'tion with the Reserve Bank, give such directions to any 
existing bank or the State Bank as appear to it to be necessary and 

10 the said bank or the State Bank, as the case may be, shall comply 
with such directions. 

46. (1) The State Bank may, in relation to any existing bank or pbser.ve~8 
the Saurashtra Bank, at any time betore the appointed day,- =::' 

the Sauruh-
• traS •• 

(a) depute one or more persons to watch the proceedmgs at 
1 S any meeting of the Board of Directors, any committee or other 

body of the bank; require the bank to give an opportunity to the 
person or persons so deputed to be heard at such meetings and 
also require such person or persons to send a n!port of such 
proceedings to the State Bank; 

20 (b) require the Board of Directors, any committee or other 
body of the bank to give in writing to any person specified by 
the State Bank in this behalf, at his usual address, all notices 
of, and other communications relating to, any meeting of the 
Board, committee CYr other body, as the case may be; 

2.5 (c) appoint one or more persons to observe the manner in 
which the affairs of the bank or of its offices or branches are 
being conducted and make a report thereon; and 

(d) require the bank to furnish the State Bank, within such 
time as may be specified by the State Bank, with any statement 

30 or information relating to the business or affairs of the bank, 
including copies of the proceedings of any meeting of the Board 
of Directors, any committee or other body, of the bank. 

(2) If a person deputed by the State Bank to watch the proceed-
Ings of any meeting of the Board of Directors, any committee or 

3S other body, as the case may be, gives notice in writing to the bank 
that such person considers that any action, .tep or proceeding pro-
posed to be taken or carried out by the bank will be detrimental to 

597(B) LS 
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the State Bank or to the bank itself, such action, step or proceeding 
shall not be taken or carried out by the bank unless and until the 
State Bank approves in writing of such action, step or proceeding. 

Ezplanation.-For the purposes of this section, "Board of Direc-
tors" in relation to the Saurashtra' Bank, means its Board of Manage- , 
ment. 

Inspection. 47. (1) Without prejudice to the other provisions contained in this 
Act, the State Bank may, at any time, cause an inspection to be 
made by one or more of its officers of any existing bank, a new bank, 
the Hyderabad. Bank or the Saurashtra Bank. 10 

(2) It shall be the duty of every person who is, or has, at any 
time, been a director, officer or other employee of a bank which is 
inspected under sub-section (1), to produce to any officer maldng 
the inspection, all such balances, books, accounts, securities and 
other documents in his custody or power and to furnish the said IS 
officer with any statements and information relating to the affairs 
of the bank as the said officer may require of him within such time 
as the said officer may specify. 

(3) If any person-
(a) fails, within the stipulated time, to produce any balance, 20 

book, account, security or other document or to furnish 
any statement or information which under sub-section (2) it is 
his duty to produce or furnish, or to answer any question relat-
ing to the business of the bank under inspection which js asked 
by an officer making the inspection, or 25 

(b) in 6lly document or information required or furnished 
or while answering any question put to him, wilfully makes a 
statement which is false in any material particular, knowing it 
to be false, or wilfully omits to make a material statement, 

he shall be punishable with imprisonment for a term which may 30 
extend to three years and shall also be liable to tine. 

COItofdevc- 48. (1) A subsidiary bank may accept any subsidies offered by 
IClpIUIIt the State Bank to meet-rro,ramme. 

(a) the cost of the whole or any part of any specific pro-
gramme of development undertaken by that subsidiary ban'k 3S 
With the approval of the State Bank; and 

(b). such losses or expenditure as may be approved by the 
State Bank, with the consent of the Reserve Bank. 
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II of 19:b· (2) For the purposes of the Indian Income-tax Act, 1922. Bl'1Y 
IUbsldy received by a subsidiary bank under sub-section (1) shall 
not be treated as income, profits or gains of the subsidiary bank. 

49. (1) Notwithstanding anything contained in any of the other Special 
5 provisions of this Act, or in any other law or in any contract of ~::= 

service or other document, no appointment made or promotion, eXtltina 
increment in salary, pension or allowance or any other benefit grant-~~~ 
ed to any person by an existing bank or the Saurashtra Bank after 
the 10th day of February, 1958, and before the appointed day, which 

10 would not ordinarily have been made or granted or which would 
not ordinarily have been admissible under the rules or authorisa-
tions of the said banks or of any provident, pension or other fund 
in force before the 10th day of February, 1958, shall have effect 
or be payable or claimable from the subsidiary bank concerned, or 

15 from any provident, pension or other fund, or from any authority 
administering any such fund, unless the State Bank has, with the 
approval of the Reserve Bank, by a general or special order, confirm-
ed the appointment, promotion or increment or has directed the 
grant of the pension, allowance or other benefit, as the case may be. 

2C (2) Where any officer or other employee of an existing bank or 
of the Saurashtra Bank has received any amount by reason of such 
appointment, promotion or increment or any such pension, allowance 
or other benefit as is referred to in sub-section (1), which has nett 
been confirmed or sanctioned by the State Bank under that sub-sec-

25 tion, such officer or other employee shall be bound to refund such 
amount to the subsidiary bank concerned, and that bank shall be 
entitled to take all such steps as may be necessary for recoverine 
such amount. 

(3) Where any managing director, general manager or manager, 
30 deputy managing director or deputy general manager or other 

employee of an existing bank or the Saurashtra Bank has, after the 
10th day of February, 1958, and before the appointed day, been paid 
any sum by way of compensation or gratuity, the subsidiary bank 
concerned shall be entitled to claim a refund of any sum so paid if 

3S the payment is not confirmed by the State Bank b)r a general or 
special order. 

(4) Nothing in this section shall apply to, or in relation to, any 
officer or other employee of the Bank of Patiala, who does not 
become an officer or other employee of the State Bank of Patiala 

40 under the provisions of section 11. 
SO. (1) A subsidiary bank may, subject to such limitations and Staffofa 

conditions as may be prescribed, appoint such number of oftleers. b~~.dfat)' 
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advisers and employees as it considers necessary or desirable, for 
the efftcient performance of its functions and on such terms and 
conditions as it may deem fit. 

(2) For the removal of doubts, it is hereby declared that the 
officers, advisers and employees of a subsidiary bank, in whatever 5 
capacity engaged, shall not be deemed to be officers, advisers or 
employees of the State Bank for any purpose, unless otherwise 
provided in the contract or agreement of service of any such officer, 
adviser or employee. 

EltabUsh- 51. Notwithstanding anything to the contrary contained in any 10 
ment of other law for the time being in force, a subsidiary bank may peasionand 
luperalUlUa.. establish and maintain superannuation, pension, provident or other g;n ~d' funds for the benefit of its officers or employees or the dependants 
,1dlllry of such officers or employees or for the purposes of the subsidiary 
beau. bank, and grant :luperannuation allowances, annuities and pensions IS 

payable out of any such fund. 

ObUalItion. 52. (1) A subsidiary bank shall observe, except as otherwise 
:~Jo~~:,~ required by law, the practices and usages customary among bankers, 

and in particular, it shall not divulge any information relating to, 

hsdenmity ., 
.irecton. 

or to the affairs of, its constituents except in circumstances in which 20 
it is, in accordance with the law or practice and usage customary 
among bankers, necessary or appropriate for that bank to divulge 
such information. 

(2) Every director, auditor, adviser, officer or other employee of 
a subsidiary bank shall, before entering upon his duties, make a 25 
declaration of fidelity an~ secrecy as in the form set out in the Second 
Schedule: 

Provided that any declaration made under sub-section (2) of 
section 35 of the State Bank of Hyderabad Act shall be deemed to be 
a declaration made to the Hyderabad Bank under this sub-section. 30 

53. (1) Every director of a subsidiary bank shall be indemnified 
by that bank against all losses and expenses incurred by him in, or 
in relation to, the ddscharge of his duties except such as are caused 
by his own wiHul act or default. 

(2) A director of a subsidiary bank shall not be responsible for 3S 
any loss or expense caused to the bank by the insufficiency or 
deficiency of the value of, or title to, any property or securt~y 
acquired or taken on behaH of the bank or by the insolvency or 
wrongful act of any customer or debtor or by anything done in, or . 
in. relation to, the execution of the duties of his offiee or otherwise 40 
than for his wiHul act or default. 



1 .r 1956. 
10 of 1949. 

33 .. 

54. (1) No act or proceeding of the Board of Directol's oi a iub- Defects in 
sidiary bank shall be questioned on the ground merely of the appointment 
existence of any vacancy in, or defect in the constitution of, the :t:':t 
Board. to invalidate 

act. or 
S (2) All acts done by any person acting in good faith as a director proccoduJ&!I. 

of a subsidiary bank shall, notWithstanding that he was ilisqualified 
to be a director or that there was any other defect in his appoint-
ment, be deemed to be valid. 

55. Subject to the provisions of this Act and unless the Central ComPIln!~ 
10 Government, by notification in the Official Gazette, otherwise ~'j~~' 

directs, on and from the appointed day, the provisions of the Com- CompllDi:' 
panies Act, 195~, .and the Banking Companies .Act, 194~, sh~ll not :~'t~949. 
. apply to an eXlStmg bank, in so far as the saId provisIons Impose apply to 
any obligation on, or require anything to be done by, any such bank. =!~ 

banks. 

IS 56. The State Bank of Patiala and the Saurashtra Bank shall be Continuance 
entitled to recover in the same manner as an arrear of land revenue of.~ 

. proVI810~ any moneys due m respect of loans or advances made before the respectinl 
appointed day by the Bank of Patiala or the Saurashtra Bank, as ~fI'very d 
the case may be, and the provisions of any law, relating to such advr::~an 

20 recovery as were applicable to that bank before the appoillted day ~B~ f 
shall continue to apply to the State Bank of Patiala or the Saurashtra Patiala 0 

Bank, as the case may be, in respect of such recovery after the ~~:t!taant 
appointed day. of Saurash-

tra. 
57. No provision of law relating to the winding up of companies ~ar .to . 

2S shall apply to a subsidiary bank nor shall it be placed in liquidation, ~?~::~~n 
save as provided in this Act or by order of the Central Government eidiary 
:md in such maDDer as the Central Government may direct. bank. 

58. Notwithstanding anything contained in this Act or in any Dissolution 
other law for the time being in force or in any contract or other ~~tinl 

30 instrument, an existing bank shall, on such date as the Central Gov-
ernment may, by notification in the Official Gazette, specify in this 
behalf, stand dissolved. 

58. On and from the appointed day, any reference to an existing Reference 
bank in any law, other than this Act, or in any contract or other in other 

3S instrument, shall, except as otherwise provided in any general or ~W:~ 
special order made by the Central Government, be construed as a ballk •• 
reference to the corresponding new bank. 
, 80. Ariy powers, duties or functions conferred, imposed or entrust- Exerc.i.:~ powers ...... 
ed by this Act on, or to, the Reserve Bank, shall be exercised or functions 

o'performed by the Governor of the Reserve Bank or, in his absence, ~ ta~rft of 
4, BIIIk 
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by a Deputy Governor nominated under sub-section (3) of section 7 of 
iiie Reserve Bank of India Act, 1934, or by such ofticer or omeera of • fII 1934· 
the Reserve Bank in respect of such matters and subject to such 
conditions and limitations as the Governor of the Reserve Bank may 
specify. 5 

61. (1) No suit or other legal proceeding shall lie against the 
Central Government, the Reserve Bank or the State Bank: or any 
officer of the Central Government, the Reserve Bank or the State 
Bank for any damage caused or likely to be caused by anything 
which is in good faith done or intended to be done in pursuance of 10 
this Act. 

(2) No person shall have any right, whether in contract or other-
wise, to any compensation for any loss incurred or any dauage 
caused by reason of the operation of, or anything done in pursuance 
of, the provisions contained in sections 46 and 47. IS 

62. (1) The Central Government may, by notification in the 
Official Gazette, make rules to give effect to the provisions of this 
Act. 

(2) In particular, and without prejudice to the generality of the 
foregoing power, such rules may provide for- 20 

(a) the terms and conditions of serviee of the Chainnan, 
members and st:.ff of the Tribunal; 

(b) the manner of, and the procedure for, payment of com-
pensation (including allotment of shares in lieu of compensation) 
under this Act, including the requirements subject to which the 2, 
payment shall be made; 

(c) the determination of the persons to whom compensation 
shall be payable in all cases including cases where shares 
have been held by more than one person, or where they have 
been transferred before the appointed day, but the transfer has 30 
not been registered, or whePe the shareholder is dead; 

(d) the circumstJances under which claims for payment of 
the said compensation from persons claiming through or under a 
shareholder may be entertained; 

(e) the requirements to be complied with before receipt of 35 
the said compensation by a shareholder, whose share certificate 
has been lost, destroyed, mutilated or stolen; 

(f) the requirements subject to which information regard-
tng the payment of the said compensation may be granted or 
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refused and the conditions subject to which such information may 
be given. 

(3) All rules made under this section shall be laid for not less 
than thirty days before each House of Parliament as soon as may be 

S after they are made, and shall be subject to such modiftcations as 
Parliament may make during the session in which they are so laid 
or the session immediately following. 

63. (1) The State Bank may, with the approval of the Reserve Power of 
Bank, make in respect of a subsidiary bank regulations, not inconsis- ~:Jt:e 

10 tent with this Act and the rules made thereunder, to provide for all make 
matters for which provision is necessary or expedient for the purpose R'lIl.tiouI, 
of giving effect to the provisions of this Act. 

IS 

20 

25 

30 

3S 

(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 general manager 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 othel' 
committees or for attending to any other work of the subsidiary' 
bank; 

(c) the time end 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 
whic~ the executive committee may exercise its powers and the 
procedure to be followed at the meetings thereof; 

(e) the formation of IBny 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 commit· 
tees and the conduct of business in such committees; 

<I> the nature of shares of the subsidiary bank, the manner 
in which, and the conditions subject to which, shares may be held 
IBnd transferred and generally all matters relating to the rtght.3 
and duties of shareholders; 

(g) the maintenance of share registers, and the particular. 
to be entered in such registers in addition to those specifted In 
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section 21, the inspection and closure of the registers and all 
other matters connected therewith; 

(h) the holding and conduct of elections under this Act and 
the final determination of doubts or disputes reg-arding the 
qualifications of candidates for election or regarding the validity 5 
of elections; 

(i) the manner in which general meetings shall be convened, 
the procedure to be followed thereat and the manner in which 
voting rights may be exercised; 

(j) the manner in which notices may be served on behalf of 10 
the s1Jb!lidiary bank upon shareholders or other persons; 

(k) the payment of dividends, including interim dividends; 
(1) the delegation of powers and functions of the Board of 

Directors of the subsidiary bank to the general manager or 
directors or officers or other employees of that bank; IS 

(m) the conditions and limimtions subject to which the 
subsidiary bank may appoint officers, advisers and other 
employees and fix their remuneration and other terms and condi-
tions of service; 

(n) the duties and conduct of officers, advisers and other 20 
employees of the subsidiary bank; 

(0) 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 dep~ndants of such 
officers or employees or for the purposes of the subsidiary bank, 2S 
and the granting of superannuation IIlllowances, annuities and 
pensions payable out of any such fund; 

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

(q) the provision of a seal for the subsidiary bank and the 30 
manner and effect of its use; 

(r) the form and manner in which contracts binding on the 
subsidiary bank may be executed; 

(8) the conditions and requirements subject to which loans 
or advances may be made or bills may be discounted or purchased 3S 
by the subsidiary bank; 

(t) the conditions subject to which loans or advances may be 
made by the subsidiary bank to its directors or officers or the rela-
tives of such directors or officers or to companies, firms or indivi-
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dua1a' with 'which' or with 'whom' such directors or om&!rs' or"rela" 
tives are connected' as partners, directors, managers, servants, 
shareholders or otherwise; 

S' 
(u.)tbe' petsdtls or 'cluthoritiea: who 'sba!t :admintltef:' aliy 

pdlion, ptovideD:t or other futtd'conatittltid':ta.f:tWI..binc!lff"'Ot 
the om~rs or emplOyees of'the' sub1idffty ,bani,:,' or~' tliiu 
de;eltdants' or for the'purposes of that'bank;' 

10 

(v) the circumstances in which the speciAc approval of eIle 
state Bank shall be required to the grant of loans aD4 .cIv .... 
or investment of funds by the subs.idiary bank or to &At 'coutrMt, 
arrangement or proposal entered into ~r propoled ~ be' .I"ad 
into by the subsidiary bank; 
, (w) the prep~r~ti~n and submiss~'t9 1M' Stat_~'Ud 
the Reserve Bank of statements of programmes of activities and 
financial statements of the subsidi~ry bank and the periods for 
which, and the tiht.',' within;' which, such Itatementa ad 
estimates are to be prepared and submitted; 

(x) the 'person or persons in the State Bazik by whom. ay 
powers, duties or functions conferred, imposed or entrusted on 

20, or to the State Bank under' this, Act may ,be e_rcised or 
• pe'riormed;' I'" -.'" ..' " , 

.. '\' . 

(11) gt;ner.eUy, for the efficient condlrct' of'the affairs 'bf the 
subsidiary bank, 

.... : : .~; ,. • • • : " t ~ I ~ . • . 

..... • (3) Al~ re~ations under this section, except the' first l'egulaUonal, 
2~,baU' be '~'de in ,consUltation with' the Board of DirectorS of the 

: :.~b~drary batik ~onePrnecl. 
84. The enactments specified in Parts I to VII of the Third~

Schedule shall be amended in the manner directed in the aRt column ....::.. 
t1ie~fand'such amenc:tments shill' take effect on the date,' IlNCifted 

30 in the second' column thereof: 
85. Nothing ,in this Act- shall be deemed ;to'1ift~ tbij ptovislona of ...... 

'sectictn ,35 of the S~te Bank -of IDCia' Act, '18,' 

THE FIRST SCHEDULE 

(See sections 13 and 14) 

PRINCIPLES OF COMPEN!;;"TION 35' ", 
I '1. A.. The compensation: t~ b~ given:'bY ,the Stil~Bablt-*ltall, in the 
case of the' Hyderabad Bank, the Bank . of PatlMa' 'or the -saurashtra 
Bank, be 'an 'amount ~ual to the val_ of the' al!lieti of'1hat bank 
as on ;the day immediately before the apJ)Ointed day. COl1lPuMd in 

697 L,B,-e, 
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ACcordance with the provisions of Part I of this paragraph leBB the 
total amount of liabilities thereof computed in accordance with the 
provisions of Part II of this paragraph . 
. : .. ; B. The total compensation to be given by the State Bank in res-

····pect of the tranSfer of the shares in the capi1BI of the existing banks, S 
other than the Bank of Patiala, to the persons (including any State 
Government) who, immediately before the appointed day, are 
r.egistered as holders of shares in the books of each of these banks 
shall, in each case, be an amount equal to the value of the assets of 
that bank as on the day immediately preceding the appointed day 10 
. in relation to the corresponding new bank, computed in accordance 
with the provisions of Part I of this paragraph less the total amount 
of liabilities thereof computed in eccordance with the provisions of 
Part '11 of this paragraph. 

PART I-Assets 

'. For the purposes of this paragraph, assets means the total of the 
. following: - . 

(a) the amount of cash in hand and with the Reserve Bank 
end the State Bank (including foreign currency notes which 
shall·.be converted at the market rate of exchange); 

(b) the amount of balances with any other bank, not being 
. -the Reserve Bank or the State Bank, whether on deposit or 

current account, and money at call and short notice, balances 
held outside India being converted at the market rate of ex-
change: 

Provided that any balances which are not realisable in full 
shall be deemed to be debts and valued accordingly; 

(c) the market value as on the appointed day of any securi-
ties, ahares, debentures, bonds and other investments, held by 
the bank concerned; 

Explanation.-For the purposes of this clause,-

IS 

20 

25 

30 

(i) securities of the Central and State Governments 
[other than the securities specified in sub-clauses (ii) and 
(iii) of .. ·this Explanation] maturing for redemption within 
five years from the appointed dey shall be valued at the 35 
·face value or the market value whichever is higherj 



5 

10 

I,S 

20 

30 

35 

39 

(ii) securities of the Central Government, such 81 
Post Office Certificates and Treasury Savings Deposit Certi-
ficates and any other securities or certificates issued or to 
be issued under the Small Savings Scheme of the Central 
Government, shall be valued at their face value or the eil-
cashable value as on the appointed day, whichever is high-
er; 

(iii) where the market value of any Government 
security such as the zamindari abolition bonds or other 
similar security in respect of which the principal is payable 
in instalments, is not ascertainable or is, for any reason, not 
considered as reflecting the fair value thereof or as other-
wise appropriate, the security shall be valued at such an 
amount as is considered reasonable having regard to the 
instalments of principal and interest remaining to be paid, 
the period during which such instalments are payable, the 
yield of any security, issued by the Government to which 
the security pertains and having the same or approximate-
ly the· same maturity, and other relevant factors; 

(iv) where the market value of any security, share, 
debenture, bond or other investment is not considered rea-
sonable by reason of its having been affected by abnormal 
factors, the investment may be valued on the basis of' its 
average market value over any reasonable period; 

(v) where the market value of any security, share, 
debenture, bond or other investment is not ascertainable, 
only such value, if any, shall be taken into account as is 
considered reasonable having. regard to the financial posi-
tion of the issuing concern, the dividend paid by it during 
the preceding five years and other relevant factors; 

(d) the amount of. advances (including loans, cash .credits,., 
overdrafts, bills purchased and discounted), and other delr..s, 
whether secured or unsecured, to the extent to which they 
are reasonably considered recoverable, having regard to the 
value of the security, if any, the operations on the account, the 
reported worth and respectability of the borrower, the .pro.-
pects of realisation and other relevant considerations; 

(e) the market value of any land or buildings; 
(I) the total amount of the premia paid, in respect of an 

leasehold properties, reduced in the case of each such preiriiUin~ 
by an amount which bears to such premium the same prOP6Hlotf 



,..t.u.e e_«I· 4emt of ,tbe,lease in resp~t . .ofwhjeh such pre-
'!Mlwn:~·:h.ve; _no paid .hears to the total .term of the lease; 

.(0) the·written down value as per' books, or the realisa-
-Me Y8lue, as may be eonsidered reasonable, of all furniture, 
·-8~res and :flttints; . 5 

(h) the market or realisable value, as may be appropriate, 
of other assets appearing on the books of the bank, no value 

. ~eiUa11o.wQd . lor ca~lised expenses, such· as shpe selling 
CQRimission, og~tional expenses and, brokerage, l~s incur-
·red·and similar other items. J 0 

PART ll-LiGbilities 

.. I'~r tJae{,pu.,rposes.ofthis paragraph, "liabilities" nleaDS the total 
a~t .. of all . outside liabilities existing on the ~ppointed d4y and 
all. oon~~t.lia1;U1ities.which the .GubSidiary.bankcOllC~~ may 
reMODably. be expected to -be required to meet out of. its own re- 15 
SOu.rces. (In or ;ftr.r t.he appointed day . 

C'OMPENSATrON PO\YABLE TO SHAREHOLDERS 

'2. Every sha.reholder ot an existing bank other than the 
Balak of ;'PMiala shAll be ,nven such amount as compeftl8tion as 
bean· 10 ,the ·total eompcnsation, in respect of each of the slrid· banks 20 
caleulated in accord·ance with the provisions of paragraph I, the 
same propor.tionas the amount of the paid-up capital of the shares 
held by the shareholder bears to the total paid-up capital of that 
bank. 

(lanrt\1N DMIJDmS· NOT 'l'O BE TAKEN Dn'O ACCOUNT 

S .. No &eparate compensation ~ shall be payable. for. anYJ)Jfi)fits or 
Any dividend .in respect. of . any. period immediatelypr.ec:ed.i.tt,g the 
appointed day for which, in the ordinary course, profits would have 
been .tranllferred or ·dividend ,declared. after the .appointed '·day . 

. THE SECOND SCHEDULF: 

(.&e eectiml 52) 
. DECLARATION or J'IDELITY A~D SECI.'E~Y 

I, ................................ ,' do .h~J',eby _lare tlt8t I will 
fllithfully, truly and to tllE~ best of my skill and ability execute and 

30 

peffo*n 'the-·,fttles nqulred of me as .............. (director, audl- 35 
tlori".d .... r!·~~ or employee, as the ease may be) of the S~te 



tl 
Bank of ............... ~ *and which properly· relate tct·tfte-4ee-_ 
posi~· ~ld. by 'Qle ip., or in relation to, the said ~ 

I further declare that I will not communicate, or allow to be 
comRulnicated,. tCHlByperSQn not legally. entitledther.eto . .anyinfor-

I mation relating to the affairs of the State ~s.nk of ........... , ., or to 
the affairs of any person having any dealing with:the said ... ; 
nor will I allow any such perSQn to iD~pect or have any aecessto ~y 
books or documents belonging to, or in the possession of,. tbe .State 
Bank of ............• and relating ·to the business of· tAe-JUiid :lNIDk 

10 or to the business of any person ha'Ving any· dealing with ;the.said 
bank. 

IS 

.-.'._-_._-'- ._----
·Herc enter the name of the subsid,ary bent concerned. 

el 

THE THIRD· SCHED\JJ,.E 
{See. section 64) 

AMENDMENTS TO ·.cmn'AIN BNAC1:MlNl'S 

PART I 

Amendments to the Reserve S.nk of India .Act, U~34 (~ of 1934) 
------_ .•... _-- -.-.--- _. --'" - .- --- -_._---
Amendments Date on which amendments 

shall take effact 

20 I. In section 17,-

(a) after clause (8A), insert the 
foll~jng, ~ely.:,,-

'''('B)· ,the- keeping of ·deposits 
with the State Bank. for such specific 

2spurptlses ! JlS may . be approved by 
the -CAn~~1 ,Go"ernment in .this 
behalf;"; 
(6) mnit ·dave .(I4A) 

For secti(;m 45, substitute the following, 
·· ... amdy:- -

302. 

The date.of comm~t 
of this Act. 

'45. ·(1) Unl~s .otb.e.f.Wise directc:d by 
the Central Government with reference 
to any place, the l3ank shall appoint 

pateofCOmlR~nlellt 'Of Obll •• lion 
--this Act. .. . to .ppoint 

35 

40 

·the:8tate Batlk as·GM»e agent at IU 
placies..in India where-it does not have 
an office or branch ()f the Banking 
Dopattnaont ;,pd ·tb4re ·is a br~h of 
.the -_te.Btmk or 8; br.nchQf a.subsi-
diary bank. 

State Bank 
•• apnt. 



42 

Amendments 

(2) Notwithstanding anything con- 1 
tained· in sub-section (I) or in any 
agreement between the Bank and the 
State Bank, the Bank may, until an 
arrangement under section 36 of the 
State Bank of India (Subsidiary Banks) 
Act, 1959, is made by the Stare Bank 
with the State Bank of Hyderabad or 
the State Bank of Mysore, employ 
or continue to employ as its agent, 
the State Bank of Hyderabad or, as 
the case may be, the Bank of Mysore, 
Limited or the State Bank of Mysore, 
at such places where, and for such 
purposes for which, the Hyderabad 
Bank and the Bank of Mysore, Limited 
were respectively acting as agents 
of the· Bank immediately 
before the commencement of that 
Act and, with the previous approval 
of the Central Government, at any 
other place and for any purpose. 

Explanation.-The expression "subsi-
diary bank" in thifol section shall have the 
same meaning as in section 2 of the State 
Bank ofIndia(SubsidiaryBanks)Act, 1959.'. 
3. In the Second Schedule,-

Date on which amendments 
shall take effect 

, 
10 

Date of commencement of 15 
this Act. 

20 

(a) for the words "Bank of Jaipur, Appointed day in relation 30 
Jaipur", substitute the words "State to the State Bank of 
Bank ofjaipur"; Jaipur. 

(b) for the words "Bank of Mysore, Appointed day in relation 
Bangalore", substitute the words "State to the State Bank of 
Bank of Mysore" ; Mysore. 35 

(c) for the words "Bank of Bikaner, Appointed day in relation 
Ltd., Bikaner", substitute the words to the State Bank of 
"State6 Bank of Bikaner"; Bikaner. 

(d) for the words "Travancore Appointed day in relation 
Bank, Ltd., Trivandrum Taluk", sub- to the State Bank of 40 
stitute the words "State Bank ofTravan- Travancore, 
core" ; 

(e) for the words "Bank of Indore", 
substitute the words "State Bank of 
Indore" ; 

U) for the words "The Bank of 
Fatiala, Patiala" , substitute the words 
"State Bank of Patiala.", -_.-_._._--

Appointed 
to the 
Indore. 

Appointed 
to the 
Pati8Ia. 

day in relation 
State Bank of 

day in relation 45 
State Bank of 
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.. " .. .., 
PART II 

Amendment to the Industrial Disputes Act, 1947 (14 of 1947) 
-----.-----

Amendments 

S In section 2, for clause (bb), substitute the 
following, namely :-

Date on which amendments 
shall take ctfect 

'(bb) "banking company" means The date of commencement 
a banking company as defined in section of this Act. 
S of the Banking Companies Act, 1949, 

10 having branches or other establishments 
in more than one State, and includes 
the Reserve Bank of India, the State 
Bank of India and any subsidiary bank 
as defined in the State Bank of India 

IS (Subsidiary Banks) Act, 1959;'. 

PART III 
Amendment to the Banking Companies Act, 1949 (10 0/ 1949) 

In section 51, for the proviso, substitute the 
following, namely:-

20 'Provided that-

2S 

35 

(a) nothing contained in 
clause (c) of sub-section (1) of 
section 10 shall apply to the chair-
man of the State Bank of India 
or to a general manager of any 
subsidiary bank in so far as the 
said clause precludes him from 
being a director of, or holding 
an office in, any institution ap-
proved by the Reserve Bank; 

(b) nothing contained in 
section 19 shall apply to the hold-
ing by the State Bank of India 
of shares in the capital of any such 
subsidiary bank; and 

(c) nothing contained in sec-
tion 46 shall apply to any officer 
of the Central Government or 
the Reserve Bank or the State Bank 
of India, nominated or appointed 
as director of the State Bank of 
India, or any such subsidiary 
bank or any other banking institu-
tion notified by the Central 

4S Government under this sec-
tion. 

The date of commencement 
of this Act. 



-------.----
Amendments Date on which amendments 

shall take etf'Cct 

.... ~Theapression "subsidiity . 
~ hi LtblS·lettion shall have the same 
meBfting . a8 .. in·· section '·2 of the State 
Bank of India (Subtltiiary Banklt)' 
Act, 1959,', 

PAR'r IV 
. t·" ... 

Amendmmt to the Ba..., a.". •• 11 ~f,.sgaJ:· ·p".l/ItffitftRlrrf 
Clients' AccoutWl):·· . .Adi,'d'1949' (46'/l)j .~i' .:., 

In section 2, for clause (a); . substitute the , -, ,'". ... ~)! '. 
following, namely :- .- .' . ',. 

I. 

C(a) "banking company'~ means 
any banking company as defiried in 
section 5 of the Banking Companies Act, 
1949, and includes the State 'Bank of 
India_lll'\d any subsidiary bank as defined 
in·t~i Stlfe4 Bllftlt of'Indilil.{Sub'sidiary 
Banks) Act, 1959;'. 

PART V 

The date' 'of corilmelfGemen t 
oftfris Act.-

Amendments 10 the Saurashtra State. Banks (Amalgamation) Ordi-
nance, 1950' . 

For the long title, preimble and the· 1 .. . I . 

enacting formula, substitute:~ 

"An Act to regulate the working of 
the State Bank of Saurashtra.". 

.1 

~ -: 
. . 1 •. t" 

2. Forsection I, substitute :-
, ., 

s 

10 

15 10 of 19<49. 

20 

"I. Short tide.-This Act m~y 
be called the State Bank' of .Saur,ashtra: 

~-. 

Act " I' ,1950 • • . : . ! ;; 

3 ... For Se<itiC?h·M;8ubstitute :.:.:.0:. 

'IA. Definitions.-In this Act,-

(a) "appointed ciay'!·.~uhO . 
date on which the amC!Ul1noat8'tO' 
this Act made by tM State'Baftk of· 
India (Subsidiary BabkallUt, 1959" ' 
take effect j 

(b) "Reserve Bankt.\·IIda!is.tbe· . 

30 
• _.1,4 

: . 35 

Reserve Bank of India IC0Rstittlteti ' 
under the Reserve Baak of India ' 

............. ;:::"_A;:;;ZC.~IoioI' .• =~~3:.;;.4::;._.~:;;;o_rO;:':.:::;:._I;:;;_.=,_-=_-"";.'..:..' _. """. '-"-'...;;;;;.;...;......;,;....,;.;;;;.;.:.;;,..,.~ _________ ~ a.f I93~ 



'3 of 1955. 

5 

45 

Amendments 

(c) "Saurashtra Bank" means 
the State Bank of Saurashtra; 

(d) "State Bank" means the 
State Bank of India constituted 
under the State Bank of India Act, 
1955·'· 

4. In section 2,-

10 (i) in sub-section (1),-

(a) for the words "from the 
date of publication of this Ordinance 
in the Local Official Gazette", sub-
stitute "from the 19th day ofJanu-

15 ary, 1950"; and 

20 

2S 

S. 

30 

(b) omit the words and brack-
ets "(hereinafter referred to as the 
Bank)" ;-

(ii) for sub-sections (2), (3) and (4), 
substitute :-

"(2) The head office of the 
Saurashtra Bank shall be at Bhav-
nagar or at such other place as 
the Central Government may, by 
notification in the Official Gazette, 
from time to time, specify.". 

In section 3,-

(a) in sub-section (1),-

(i) for the words "The Bank", 
substitute the words "The 
Saurashtra Bank" ; 

(ii) after the words "perpetual 
succession" add the following, 
namely :-

"and a common seal and 
shall sue and be sued in its 
name."; 

597 (B) 1.8 

Date on which amendments 
shall take effect ' 

The date on which the 
Central Government, by 
notification in the Official 
Gazette, directs that 
these amendments shall 
take effect. 



Brancbes of 
Saurashtra 
Bank. 

Autborised 
Capital. 

lamed 
Capital. 

46 

Amendments 

(b) after sub-section (1), insert the I 
following, namely :-

"(2) With effect from the ap-
pointed day, the said corporate 
body shall consist of the State Bank 
and other shareholders, if any, for 
the time being of the Saurashtra 
Bank. 

(3) The Saurashtra Bank shall 
carry on the business in accordance 
with the provisions of the State 
Bank of India (Subsidiary Banks) 
Act, 1959, and shall have power to 
acquire and hold property, whether 
movable or immovable, for the pur-
poses of its business and to dispose 
ofthe same.". 

6' For sections 4 to 8, substitute the follow-
ing, namely :-

"4. The Saurashtra Bank shall not 
discontinue any of its branches in 
existence immediately before the ap-
pointed day nor shall 'it establish any 
new branch except in consultation with 
the State Bank and with the approval of 
the Reserve Bank. 

5. (I) The authoirsed capital of the 
Saurashtra Bank shall be two crores of 
rupees divided into shares of one hund-
red rupees each. 

(2) Notwithstanding anything con-
tained 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 sub-section (1). 

6. (1) The issued capital of the 
Saurashtra Bank shall, on the appointed 

Date on which amendments 
shall take effect 

5 

10 

IS 

The d3te on which the Cen-
tral Government, by noti- :ao 
fication in the Official 
Gazette, directs that these 
amendments shall take 
effect. 

:as 

3S 

45 --- --_ ....... __ . ----_ ....... . 
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Amendments 

day, be such amount as the State Bank, 
with the approval of the Reserve Bank, 
may fix in this behalf, so however that 
the amount shall be so fixed as to con-
sist only of fully paid-up shares of one 
hundred rupees each. 

(2) All shares in the issued capital 
LO of the Saurashtra Bank shall, on the ap-

pointed day, vest in the State Bank. 

IS 

.20 

30 

35 

(3) Without prejudice to the pro-
visions contained in sub-section (4), the 
Saurashtra Bank may, with the approval 
of the State Bank and the Reserve Bank, 
increase, from time to time, its issued 
capital and the capital so increased shall 
consist of fully paid-up shares to be 
issued in such manner as the State Bank 
may, with the approval of the Reserve 
Bank, direct : 

Provided that the issued capital 
shall be so increased that at no time 
shall the State Bank hold less than 
fifty-five per cent. of the iSSUed capital 
of the Saurashtra Bank. 

(4) The State Bank shall, as soon as 
may be, after the determination, if any, 
of the amount of compensation by the 
Tribunal under the State Bank of India 
(Subsidiary Banks) Act, 1959, consider 
whether any increase or reduction of the 
issued capital of the Saurashtra Bank as 
fixed under sub-section (1) by way of 
adjustment by transfer from, or to, the 
reserves of the Saurashtra Bank or in 
any other manner, is necessary, expedi-
ent or appropriate and may, thereafter, 
with the approval of the Reserve Bank, 
direct the Saurashtra Bank to increase or 
reduce its issued capital. 

J 

Date on which amendments 
shall take effect 

The date on which the 
Central Government, by 
notification in the Official 
Gazette, directs that these 
amendments shall take 
cft'cct. 

----.....-".-,-.,-,.,.,.....--_._._--,--------



Reeervc 
Fund. 

48 
--------- --------------------_._--

I. 

Amendments 

7. (1) The reserve fund of the Sau-
rashtra Bank shall, subject to the provi-
sions of sub-section (4) of section 6 and 
sub-section (2) of this section, consist 
of-

(a) on the appointed day, such 
sum as the State Bank, with the ap-
proval of -the Reserve Bank,. may 
determine; and 

(6) after the appointed day, the 
sum aforesaid together with such 
funher sums as may be transferred 
to the reserve fund by the Saura-
shtra Bank out of its annual net 
profits before declaring a dividend. 

(2) The State Bank shall, as soon as 
may be after the determination, if any, of 
the amount of compensation by the Tri-
bunal, under the State Bank of India 
(Subsidiary Banks) Act, 1959, consider 
whether any increase or reduction of the 
reserve fund of the Saurashtra Bank is 
necessary by way of adjustment by trans-
fer from or to any account or towards 
provision for bad and doubtful debts, 
depreciation in assets, or contingencies 
or for any other purpose and may there-
after with the approval of the Reserve 
Bank, direct the Saurashtra Bank to so 
increase or reduce its reserve fund.". 

PART VI 

Date on which amendments 
shall take effect 

5 

10 

The date on which the Cen- IS 
tral Government, by 
notification in the Official 
Gazene, directs that 1hese 
amendments shall take 
effect. 20 

Amendments to the State Bank of India Act, 1955 (23 of 19S5) 35 

In section 2, after clause (g), insen the } 
following, namely:-

'(h) "subsidiary bank" means a 
subsidiary bank as defined in the 

The date of commence-
ment of this Act. 
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5 2. 

3· 
10 

15 

2.0 

30 

5· 
35 

Amendments 

State Bank of India (Subsidiary Banks) 
Act, 1959.'. 

In section 18, in sub-section (1), after 
the words "the discharge of its func-
tions", insert the words "including 
those relating to a subsidiary bank" . 

In section 32,-

(a) in sub-section (1), after the 
words "where it has a branch", insert 
the words "or where there is a branch 
of a subsidiary bank"; 

(b) in SUb-section (4), for the words 
"either by itself", substitute the words 
"by itself or through a subsidiary bank". 

In section 33,-

(a) after clause (iv), insert the fol-
lowing, namely :-

"(iva) the keeping or mainte-
nance of deposits or cash accounts 
with any banking institution;"; 

(b) in clause (xix), for the words 
"and the forming or conducting of any 
such banking institution as a subsidiary 
/!If the State Bank or in any other man-
ner", substitute the words "the forming 
or conducting of any such banking 
institution as a subsidiary of the State 
Bank or in any other manner and the 
granting of subsidies or the advancing or 
lending of moneys to any such subsi-
diary". 

In section 36, in sub-section (2), omit 
the word "and" occurring after clause 
(a) and thereafter, insert the follow-
ing, namely :-

"(aa) subsidies granted by the State J 
Bank to a subsidiary bank with the 
approval of the Reserve .. Bank; and". 

Date on which amendments 
shall take effect 

The date of commence-
ment of this Act. 
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PART VII 

Ammtdmmts to the State Bank of Hyderabad Act, 1956 (79 0/ 1956) 

Amendments 

1 
I. In section 2, after clause (e), insert:- .' I 

'(f) "State Bank" means tlie State 
Bank of India constituted under the 
State Bank of India Act, 1955 '. 

2. In section 3,-

(a) in sub-section (1), omit "and 
shall, as from that day, carry on the 
~usiness of banking and other business 
In accordance with the provisions of 
this Act and shall have power to acquire 
~d hold property, whether movable or 
Immovable for the purposes of this 
Act and to dispose of the sante". 

(b) for sub-section (2), substitute :-

Date on which antendments 
shall take effect 

The date on which the 

s 

10 

IS 

"(2) The said body corporate 
shall consist of the State Bank 
and other shareholders, if any, for 
the time being, of the Hyderabad 
Bank. 

Central Government, 20 

3· 

(zA) The Hyderabad Bank 
shall carry on the business of bank-
ing and other business in accordance 
with the provisions of the 
State Bank of India (Subsidiary 
Bank~) Act, 19S9, and shall have 
power to acquire and hold property, I 
whether movable or immovablc.-, for 
the purposes of its business and to I 
aispose of the same.". 

In section 4, in sub-section(2), for "and 
shall not discontinue any such branch 
or agency or establish any new branch or 

I 

J 

by notiff'cation in the 
Official Gazette; directs 
that these amendments 
shall take effect. . 

-------~-------------------------------------

2S 

30 

35 

23 of 19.5'. 
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20 

30 
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agency except with the previous approval 
of the Reserve Bank", substitute "and 
shall not disco:ltinue any branch or 
establish any new branch except in con-
sultation with the State Bank a'ld with 
the approval of the Reserve B uk". 

4.' For sections 9 and 10, substitute :-

"9. (1) The authorised capital of 
the Hyderabld Bank shall be one crore 
of rupees, divided into shares of one 
hundred rup~es each. 

(2) Notwithstanding anything con-
tained in this section, the State Bank 
may, with the approval of the Reserve 
Bank, authorise the Hyderabad Bank 
to increa'1e or reduce its authorised 
capital: 

Provided that where the autho-
rised capital is so increa~,:,d, the shares 
issued shall be of the denomination 
specified in sub-section (1). ~ 

10. (1) The issued capital of 
the Hyderabad Bank shall. on the 
day on which the amendments to 
this Act made by the State Bank of India 
(Subsidiary Banks) Act, 19S9. take effect, 
be of such amount as the State Bank, 
with the approval of the Reserve Bank 
may fix in this behalf, so however that 
the amount shall b~ so fixed as to consist 
only of fully paid-up shares of one 
hundred rup~ each. 

(2) All shares in the issued capital of 
the Hyderabad Bank shall, on that 
day, vest in the State Bank. 

,----------
Date on which amendments 

shall take effect 

The date on which the 
Central Government, 
by r.ot-ification in the 
Official Gazette, directs 
that these amendments 
shall take effect. 

4t) (3) Without prejudice to the provi-
sions contained in sub-section (4), the 
Hyderabad Bank may, with the approval 
of the State Bank and the Reserve Bank, 

--------_._-_._----_ .... -.... _--_ ... _._ ... 

Authorised 
capital. 

Issued 
(·.pital. 
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Amendments 

increase, from time to time, its issued 1 
capital and lhe capital so increased shall 
consist of fully paid-up shares to be 
issued in such manner as the State 
Bank may, with the approval of the 
Reserve Bank, direct : 

Provided that the issued capital shall 
be so increased that at no time shall the 
State Bank hold less than fifty-five per 
cent. of the issued capital of the Hydera-
bad Bank. 

(4) The State Bank shall, as soon as 
may be, after the determination, if any, 
of the amount of compensation by the 
Tribunal under the State Bank of India 
(Subsidiary Banks) Act, 1959, consider 
whether any increase or reduction of the 
issue capital ofthe Hyderabad Bank as 
fixed under sub-section (1) by way of 
adjustment by transfer from, or to, the 
reserves of the Hyderabad Bank or in 
any other manner, is necessary, expedient 
or appropriate and may, thereafter, with 
the approval of the Reserve Bank, direct 
the Hyderabad Bank to increase or 
reduce its issued capital.". 

5. Omit sections I I !to 26 inclusive. 

6. For section 27, substitute ;-

lWerve "27. (1) The reserve fund of 
Fund. the Hyderabad Bank shall, subject 

to the provisions of sub-section (4) 
of section 10, and sub-section (z) of this 
section, consist of-

(a) on the day on which the 
am:ndments to this Act made by 
the State Bank ofIndia (Subsidiary 
Banks) Act, 1959. take effect, such 
sum as the State Bank, with the ap-
proval of the Reserve Bank, may 
determine; and 

Date on which amendments 
shall take effect 

, 

10 

The date on which the 
Central Government, 
by notification in the 
Official Gazette, directs 25 
that these amendments 
shall take effect. 

30 

31 

.-_ .. _-------- .--------------------------.-
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(b) after that day, the sum afore-
aid tOgether with such further SUlDl 
• may be tranSferred to the reserve 
fund by the Hyderabac1 Bank out of 
jm lIDIlual net profits before declar-
ing a dividend. 

(Z) The State Bank . shall, as soon 
a. may be after the determination, if any, 
of the amount of compensation by the 
Tribunal, under the State Bank o(India 
(Subsidiary Banks) Act, 1959, consider 
whether any increase or reduction 
of the reserve fund of the Hyderabacl 
Bank is necessary by way of adjustment 
by transfer from or to any account 
or towards provision for bad and 
c:toubtful debts, depreciation in assets, 
or contingencies or for any other pur-
pose and may thereafter, with the ap-
proval of the Reserve Bank, direct the 
Hyderabad Bank to so increase or reduce 
its reserve fund.".' 

a, 7. Omit sections 28 to 40 inclusive, sections 
43, 43- 45 and 46 and the' First and 
Sl".Cond Scheaules. 

QMGIPND-LS 1-"7 eM) LS.-3~-S9-2,2IO 

Date OQ. which amendments 
ahall take effect 

The date on which the 
Central Government, 
by notification in the 
Official Gazette, directs 
that these amendment. 
shall take effect. 



4rPENDIX I 

(Vide para 3 of the Report) 

Motion in the Lok Sabha for reference of the Bill to .JolDt Committee 

"That the Bill to provide for the fonnation of certain Govern-
ment or Government-associated banks as subsidiaries of the State 
Bank ot,~ and f~r tpe .c~~~~tw.l)t ~~ment apd ~pl)p'.ol of 
the $ub.t4tB1'J banks ~o tRrmep.,. ~rw ,~or~~Wrs ~pm.wc~~h~~11~ 
or incidental thereto, be referr,ed to a Joint Commit~t=~ I'?! *~"p_ 
90ns~~ing ~f 45 ~e~bers; 30 from this ~,?use. name!y: 

1. Shri C. Bali Reddy 
2. ;Shri ¥.;R. K~ 
3. Dr. Ram Subbag Singh 
4. Shri Shree Narayan Das 
6. Dr. M. S. Aney 
6 .. ~ll!Dari ¥aniben Va1labhbhal Patel 
7. Major Raja Bahadur Birendra Bahadur Singh 
8. Shri Amar Singh Damar 
9. Shri K. G. Wodeyar 

10. Shri ·T. Ganapatby 
11. Shri M. Palaniyandy 
12. Shri Bahadur Singh 
13. Shri S. R. Damani 
14. Dr. Pashupati MandaI 
15. Shri Vishnu Sharan Dublish 
16. Shri Lachhi Ram 
J7. Shri Punna Lal 
18. Shri Kanhu Charan Jena 
19. Shri K. S. Ramaswamy 
20. Shri Ram Shanker Lal 
21. Shri B. R. Bhagat 
22. Shri Prabhat Kar 
23. Shri P. K. Kodtyan 

.. , . ~ . 
680(B) LS-3 
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24. Shri J. M. Mohammed Imam 
25. Shri Ram Chandra Majhi 
26. H.H. Maharaja Pratap Keshari Deo 
27. Shri Subiman Ghose 
~8. Shri Laisram Achaw Singh 
29. Shri Balasaheb Salunke, and 
30. Shri Mor~~ji Desai 

and 15 meDlbws from Rajya Sabha; 

"" that in order to constitute a sitting of the Joint Commltt .. ~he 
qu~rum shall be one-third of the total number of mllmbers of the 
"loint· Committee; 

that the Committee shall make a report "to this House by the 
ftrat day of the next session; 

that in other respects the Rules of PrOcedure of this House re-
lating to Parliamentary Committees will ·applYwith such vanationa 
and modifications al the Speaker may" make; and 

that this House recommends to Rajya Sabha that. Rajya Sabha 
do join the said Joint Committee and communicate. to .this ·House 
the names of members to be appointed by Rajya "SabbS to the Joint 
Committee." . 



APP};NDIX It 

(Vide para 4 of the Report) 

Motion in the Rajya Sabha 

"That this House concurs in the recommendation of the Lok 
Sabha that the Rajya Sabha do join in the Joint Committee of the 
House on the Bill to provide for the formation of certain Govern-
ment 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 there-
with, or incidental thereto, and resolves that the following mem-
bers of the Rajya Sabha be nominated to serve on the said Joint 
Committee:-

1. Shri K. P. Madhavan Nair 
2. Shri Tika Ram Paliwal 
3· Shri Jaspat Roy Kapoor 
4. Shrimati Puspalata Das 
5. Shri Jadavji Keshavji Modi 
6. Dr. Anup Singh 
7. Shri N. M. Lingam 
8. Syed Mazhar Imam 
9. Shri Jagannath Prasad Agrawal 

10. Shri Niranjan Singh 
11. Shri Perath Narayanan Nair 
12. Shri Harihar Patel 
13. Shri Mulka Govinda Reddy 
a. Dr. P. J. Thomas 
15. Dr. B. Gopa!a Reddt." 

1S7 



(Vitllpa,. 8 otthe Report) 
$,.,,,,.,,., .1tOrtIirrI ~.,., 0/ uiwllJr.-l4/.~ ,Ie. r,uiwd by thl '.t 

ComMitt" tMtl thl aenon I4Wn '_lOtI 

I Memoranda 

a 00. 

3 Do. 

" Do. 

Do. 

Action taken 

~utiala Employees Union, Circulated to members 

~~&i1~'~) Do. 

All India Bank Employees AlBo- Circulated to btemtiera 
ciation, Delhi. and ~den~f the 

Asso&dOii on 
the 3rd July. I9S9. 

Shareholders of the Bank of Myaore Circulated to members 
Ltd . and the BUlinelimen of 
Myaore State. 

The Bank of Mysbte Ltd. Do. 
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APltENDIX At 
MINUTEs OF THE SITTINGS OF TttE JOINT COMMITnE 

ON THE 
r 

First Sittint 

The Committee met from 15.00 hours to 15.30 houn on Saturday, 
the 9th May, 1959. 

PRESENT 

Shri J. M. Mohamed Imam-Chairman 

MEMBERS 

Lok Sabhia 

2. Dr. Ram Subhag Singh 
3. Shri Shree Narayan Das 
4. Kumari Maniben Vallabhbhai Patel 
5. Shri Amar Singh Damar 
6. Shri K. G. Wodeyar 
7. Shri T. Ganapathy 
8. Shri M. Palaniyandy 
9. Shri Bahadtir Singh 

10. Dr. Pashupati MandaI 
11. 8hri Vishnu Share Dublish 
12 .. Shri Panna La} 
11~ Shri Kanhu Charan lene 
14. Shri RaM Shanker La~ 
15. Shrl B. R. Bbagat 
16. Shri Prabhat Kar 
17. Shri P. K. Kodiyan 
18. ShrJ Ram Chandra Majhi 
19. Shri Subimen Ghose 
20. Shri Morarji Desai .. 



eo 
Ra;t/fI 8abhG 

21. Shr1 K. P. Madhavan Nair 
22. Shri Tika Ram Paliwal 
23. Shri Jaspat Roy Kapoor 
24. Shri N. M. Lingam 
25. Shri Jagannath Prasad Agrawal 
26. Shri Niranjan Singh 
27. Shri P. Narayanan Nair 
28. Shri Harihar Patel 
29. Shri Mulka Govinda Reddy. 
30. Dr. P. J. Thomas 
31. Dr. B. Gopala Reddy. 

DRAFTSMAN 

Shri S. P. Sen Verma, Additional DTaftsman, M'inistrll of Law. 

REPRESENTATIVES OF MINISTRIES AND 0'ftIER OFFICZRS 

Shri A. Baksi, Joint Secretary, Ministry of Finance. 
Shri R. K. Seshadri, Deputy Secretary, Ministry of Finance. 

SECRETARIAT 

Shri A. L. Rai-Under Secretary. 

2. The Committee held a discussion about their future programme 
of sittings. 

3. The Committee considered whether any evidence should be 
taken by them and whether it was necessary to issue a press commu-
nique· advising associations and individuals desirous of presenting 
their suggestions or views before the Committee in respect of the Bill 
to submit written memoranda thereon. 

4. It was decided that a press communique might be issued advis-
ing associations, public bodies and individuals who are desirous of 
presenting their suggestions or views or give evidence before. the Com-
mittee in respect of the Bill to send written m!!moranda thereon to the 
Lok Sabha Secretariat by the 10th June, 1959. 

5. The Committee authorised the Chairman to decide after exam-
ining the memoranda as to which of the AsSOciations, public bodies 
etc. might be called upon to give oral evidlence before the Commit-
tee. 

6. The Committee desired that copies of the State Bank of India 
Act, 1855, might be circulated to the Memberl of the Committee. 
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7. The Committee further decided that if any member desired any 
further literature on the subject he might write to the Lok Sabha 
Secretariat for its supply, if available. 

8. The Committee decided to hold their future sittings from 1st 
July, 195~ onwards. . 

9. The Committee then adjourned to meet again at 10· 00 hours on 
Wednesday, the 1st July, 1959.· 



u 
The Committee met from 10:00 hours to 13:06 hours on Wednes-

~y, ijle 1st luly, 1959. 
PRESENT 

Shri J. M. Mohamed Imam-Chainn.an. 

Ml:MBERS 
Lok Sabha. 

2. Shri C. Bali Reddy 
3. Dr. Ram Subhag Singh 
4. Shri Shree Narayan Das 
5. Dr. M. S. AIley 
6. Kumari Maniben Vallabhbhai Patel 
7. Major Raja Bahadur Birendra Bahadur Singh 
8. Shri Amar Singh Damar 
9. Shri K. G. Wodeyar 

10. Shri T. Ganapathy 
11. Shri Bahadur Singh 
12. Dr. Paskupati MandaI 
13. Slui Vishnu Sharan Dublish 
14. Shri Lachhi Ram 
15. Shri Panna Lal 
16. Shri Kanhu Charan J ena 
17. Shri Ram Shanker Lal 
18. Shri B. R. Bhagat 
19. Shri Ram Chandra Majhi 
20. Shri Subiman Ghose 
21. Shri Laisram Achaw Singh 
22. Shri Morarji Desai 

RC;f/c SabJ&a 
23. SMi K. P. Madhavan Nair 
24:. Shri Tika ltam Paliwal 

·Paras 6 to 10 which deal wtth the State:a1Dk at India (Amendmcmt) BID, 1'59 
bave DOt been lDcluded in this Min1l1lll. 
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25. Shri J aspat Roy ~apoor 
26. Shrimati Pushpalata Das 
27. Shri Jadavji Keshavji Modi 
28. Dr. Anup Singh 
29. Shri N. M. Lingam 
30. Syed Mazhar Imam 
31. Shri Jagannath Prasad Agrawal 
32. Shri Niranjan Singh 
33. Shri P. Narayanan Nair 
34. Shri Harihar Patel 
35. Dr. B. Gopala Reddy. 

DaArrSM.ut 

Shri S. K. Hiranandani, Joint Secretary and Draftsman, Minis-
try of Law. 

REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

Shri P. C. Bhattacharyya, Chairman, State Bank of India. 

Shri M. V. Rangachari, SpeciaZ Secretary, Ministry oj' Finance. 

Shri A. Baksi, Joint Secretary, Ministry of Finance. 

Shri R. K. Seshadri, Deputy Secretary, Minist1'y of F'inance. 

SECRETARIAT 

Shri A. L. Rai-Under Secreta1'Y. 

2. The Chairman informed the Committee that the request of the 
Bank of Patiala Employees Union, Kapurtha]a, for permission to ten-
der evidence before the Joint Committee had not been accepted by 
him as their main suggestion was for merger of the Bank of Patiale 
with the State Bank of India. which is against the principle of the 
Bill. 

3. The Chairman also informed the Committee that the A]) India 
Bank Employees Association, Delhi which had been asked to tender 
evidence today, had written to say that their representatives were ill 
and so they might be heard after the 6th July, 1959. 

The Committee decided not to wait for them till then, but in case 
they desire to tender evidence before the Committee on the 3rd July, 
1959, at 10'1 houri, they milht do 10. 
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4. The Chairman next informed the Committee that a request bad 

been received yesterday evening from certain shareholders of the 
Bank of Mysore Ltd., Bangalore for permission to tender evidence 
before the Committee. 

The Committee decided that since their request had been r~ceived 
late, they might not be asked to tender evidence. ' 

5. The Committee, then decided to take up the two Bills in the 
following order:-

(i) The State Bank of India (Amendment) Bill, 1959. 

(ii) The State Bank of India (Subsidiary Banks) Bill, 1959 . 

• • • • • • '. 
11. The Committee then took up clause by clause consideration of 

the State Bank of India (Subsidiary Banks) Bill,1959. 
12. Clauses 2-7: These clauses were adopted without any amend-

ment. 
13. Clause 8: The consideration of this clause was held over. 

14. Clauses 9-10: These clauses were adopted without any amend-
ment. 

15. Clause 11: Consideration of this clause was held over. 
16. Clause 12: The clause was adopted without any amendment. 

17. Clause 13': Sub-clauses (1) to (3) were adopted without any 
amendment. 

Discussion of Sub-clause (4) was taken up but not concluded. 

18. The Committee decided to sit from 14' 00 hours to 19' 00 hours 
on the 2nd July, 1959. 

19. The Committee then adjourned. 



m 
·Third Sittinc 

The Joint Committees met from 14:00 hours to 19'03 hours on 
Thursday, the 2nd July, 1959. 

PRESENT 

Shri J. M. Mohamed Imam-Chairman 
MEMBERS 

Lok Sabha 
2. Shrt C. Bali Reddy 
3. Shri M. R. Krishna 
4. Dr. Ram Subhag Singh 
5. Shri Shree Narayan Das 
6. Dr. M. S. Aney 
7. Kumari Maniben Vallabhbhai Patel 
8. Major Raja Bahadur Birendra Bahadur Singh 
9. Shri Amar Singh Damar 

10. Shri K. G. Wodeyar 
11. Shri T. Ganapathy 
12. Shri M. Palaniyandy 
13. Shri Bahadur Singh 
14. Dr. Pashupati MandaI 

15. Shri Vishnu Sharan Dublish 
16. Shri Lachhi Ram 
17. Shri Panna Lal 
18. Shri Kanhu Charan Jena 
19. Shri K. S. Ramaswamy 
20. Shri Ram Shanker Lal 
21. Shri B. R. Bhagat 
22. Shri P. K. Kodiyan 
23. Shri Ram Chandra Majhi 
24. H. H. Maharaja Pratap Keshari Deo . 

--- ---_ .. _----_._._-_ .. -
··-.Par~ ~-;'hich de~ the State B~ of ~ndia (Amendment) Bill. Ig~g ha. not 

been included in these minutel. 
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25. Shri Subiman Ghose 
26. Shri Laisram Achaw Singh 
27. Shri Morarji Desai 

Rajya Sabha 

28. Shri K. P. Madhavan Nair 
29. Shri Tika Ram Paliwal 
30. Shri Jaspat Roy Kapoor 
31. Shri Jadavji Keshavji Modi 
32. Dr. Anup Singh 
33. Shri N. M. Lingam 
34. Syed Mazhar Imam 
35. Shri J agannath Prasad A.-awal 
36. Shri Niranjan Singh 
37. Shri P. Narayanan Nair 
38. Shri Harihar Patel 
~. Dr. B. Gopala Reddy. 

DRAFTSMAN 

Shri S. K. Hiranandani, Joint Secretary and Draftsman, 
Ministry of Law. 

Shri V. N. Bhatia, Deputy Draftsmaft. Ministry of Law. 

REPRESENTATIVES OF MINISTRIES ANB OTHER OFFICERS 

S~ri P. C. Bhattacharyya, Chairman, State Bank of Indin. 

Shri M. V. Rangachari, Special Secretary, Ministry of Fiftance. 

Shri A. Baksi, Joint Secretary, Ministry of Finance. 

Shri R. K. Seshadri, Deputy Secretary, Ministry of Finance. 

SECRETARIAT 

Shri A. L. !'lai-Under Secretary. 

• • • • • • • 
3. The Committee then resumed clause by clause consideration of 

the State Bank of India (Subsidiary Banks) Bill, 1959. 

4. Clause 13.-The following amendments were acccpted:-

(i) Page 8, line 39, 'M "nne-third" Ru,bRtitute "one-fourth", 
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(ii) Page 9, line 20,-

after "sub-section (5)" 'insert-
"or such extended period as the State Bank may 

think fit in any particular case to allow". 
(iii) Page 10,-

after line 7, insert-

"Explanation: -For the purpose of determining the 
number of shares under this sub-section frac-
tions of a share shall be disregarded." 

The clause as amended was adopted. 

5. Clause 14.-The Committee felt that the amount of compensation 
to be given to the Bank of Patiala and the Saurashtra Bank ought to 
be determined by the State Bank in consultation with the Reserve 
Bank. . 

; The draftsman MIS directed to amend sub-clause (2) accordingly. 
Subject to the above, the clause was adopted. 

6. Clause 15.-The following amendment was accepted:-

In page 11, line 31,-

after "Knowledge" insert "or experience". 
The draftsman was directed to amend sub-clause (4) accordingly. 

7. Clauses 1S-18.-These clauses were adopted without any 
amendment. 

8. Clause 19.-(1.) The following amendment was accepted:--

In page 13, line 4,-
. omit "and" and after line 6, insert-

"(h) a share-holder of an existing bank who is allotted any 
shares under sub-section (9) of section 13." 

(2) The draftsman was directed to examine whether in sub-clause 
(2) the words "issued capital" ought to be substituted by the words 
"subscribed capital" to make the intention clear. 

Subject to above, the clause as amended was adopted. 
9. Clauses 20-2.2.-These clauses were adopted without any 

amendment. I 
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10. Clause 23.-The following amendments were accepted:-
In page 13,-

(i) line 36, after "Board of Management" insert-

"(including a member of a local or advisory committee) ". 
(ii) line 38,-

for "or assistant general manager" substitute "assistant gene-
ral manager or an adviser". 

'!he clause as, amended was adopted. 
11. Clause 24.-The clause was adopted without any amend-

ment. 

12. Clause 25.-(1) The following amendment was accepted:-
In page 15, line 29,-

for "two years" substitute "one year". 

(2) Decision on the following Government amendment was held 
over: 

"(e) an officer of the Central Government, if any, ftOminated by 
that Government, in consultation with the State Bank." 

Subject to above, the clause as amended was adopted. 

13. Clause 26.-(1) The following amendment was consider~d: 
In page 15, lines 33 and 34,-

after "under clause (b)" insert-

"or clause (e) ". 
(2) The Draftsman was directed to amend sub-clause (1) suitably 

in the light of the discussion on the proposed sub-clause (1) Ce) of 
clause 25. .... 

Subject to above, the clause as amended was adopted. 
14. Clause 27.-(1) The following amendments were considered: 

In page 16, 

(i) line 11,-

after "Government" insert "or local authority or public cor-
poration". • 

(ii) line 21,-
omit "in his own right". 
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(iii) after line 22, insert-

"Provided that the disqualification mentioned in clause (b) 
shall not apply to a director nominated under clause (e) 
of sub-clause (1) of section 25". 

(iv) line 23, 

after "Provided" insert "further". 

The amendments at (ii) and (iv). were accepted. The draftsman 
was directed to redraft the other amendments in the light of the dis-
cussion in the Committee. . 

(2) After some discussion, item (g) of sub-clause (1) was held 
over. 

Subject to above, the clause as amended was adopted. 
15. Clause 28.-The following amendment was considered: 

In page 17, line 23,-

after "referred to in clause (b)" insert "or clause (e) ". 

The draftsman was directed ~o amend the clause in the Jight of 
discussion on sub-clause 1 (e) of clause 25. 

16. Clause 29.-The clause was adopted without any amendment. 
17. Clause 30.- The following amendment was accepted:-

In page 18, line 24,-
after "whole time officer of the" insert "Central Government or 

the". 
The clause as amended was adopted. 
18. The Committee decided to hear evidence on the3rd July, 195t:' 

at 14' 00 hours instead of 10' 00 hours as decided earlier. 
19. The Committee then adjourned to meet again at 14'1)0 hours on 

Friday, the 3rd July, 1959. 



IV 
Fourth Sittin, 

The Committee met from 14'00 hours to 17'45 hours on Friday, 
the 3rd July, 1959. 

PRESENT 
Shri J. M. Mohamed Imam-Chairman. 

MEMBERS 

Lok Sabha 
2. Shri C. Bali Reddy 
3. Shri M. R. Krishna 
4. Shri Shree Narayan Das 
5. Dr. M. S. Aney 
6. Kumari Maniben Vallabhbhai Patel 
7. Major Raja Bahadur Birendra Bahadur Singh 
8. Shri K. G. Wodeyar 
9. Shri T. Ganapathy 

10. Shri M. Palaniyandy 
11. Shri Bahadur Singh 
12. Dr. Pashupati MandaI 
13. Shri Vishnu Sharan Dublish 
14. Shri Lachhi Ram 
15. Shri Panna Lal· 
16. Shri Kanhu Charan Jena 
17. Shri K. S. Ramaswamy 
18. Shri Ram Shanker Lal 
19. Shri B. R. Bhagat 
20. Shri Prabhat Kar 
21. Shri P. K. Kodiyan 
22. Shri Ram Chandra Majhi 
23. H. H. Maharaja Pratap Keshari Deo 
24. Shri Subiman Ghose 

70 
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!~. Shri Lmram Aehaw Singh 
26. Shri Balasaheb Salunke 
27. Shri Morarji Desai 

Ra;ya Sabha 

28. Shri K. P. Madhavan Nair 
29. Shri Tika Ram Paliwal 
30. Shri Jaspat Roy Kapoor 
31. Shri Jadavji Keshavji Modi 
32. Dr. Anup Singh 
33. Shri N. M. Lingam 
34. Syed Mazhar Imam 
35. Shri J agannath Prasad Agarwal 
36. Shri Niranjan Singh 
37. Shri P. Narayanan Nair 
38. Shri Harihar Patel 
39. Dr. B. Gopala Reddi. 

DRAFTSMAN 

Shri S. K. Hiranandani, Joint SecretarJl And Draftsman, 
Ministry of Law. 

REPRESENTATIVES OF MINISTRII'S AND OTHa OI'PIC1!'.RS 

Shri P. C. Bhattacharyya, Chairman. State Bank uf India. 
Shri M. V. Rangachari, Special Secretary. Minist1'l/ of Finance. 
Shri A. Baksi, Joint Secretary. Ministry of Finance. 
Shri R. K. Seshadri, Depu.tJl Secretary. Mini6t11( of Finance. 

SECRETARIAT 

Shri A. L. Rai-Under Secreta1'l/. 

WITNESSES 

1. All India Bank Employees' AslOCiation. Delhi. 

1. Shri H. L. Parvana 
2. Shri H. L. Puri 
3. Shri H. N. Singh. 

2. The Committee heard the evidence tendered by the representa. 
tives of the above Association. 
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S. A verbatim record of the evidence was taken down. 

4. The Committee then resumedJ c1ause-by-c1ause consideration or 
the Bill. 

5. Clause 3l.-The following revised draft of the clause wes 
adopted:-

"31. Removal from ofJice of director-(1) The State Bank 
may, with the approval of the Reserve Bank, for any 
sufficient reasons, remove from office a director nominated 
under clause (c) of sub-section (1) of section 25 and not 
being a~ officer of the State Bank. 

(2) The Central Government may, in consultation with the 
State Bank, for any sufficient reason, remove from offiCE: 
a director nominated under clause (e) of sub-section (1) 
of section 25 and not being an officer of the Central Gov-
ernment. 

(3) Any director elected under clause (d) of sub-section (1) 
of section 25, may be removed from office-
(a) by the State Bank with the approval of the Reserve 

Bank, if at the time of the removal there are no share-
holders other than the State Bank registered in the 
books of the subsidiary bank concernedj 

(b) by a resolution passed by a majority of the votes of 
such shareholders holding in the aggregate not less 
than one-half of the share capital held by all such 
shareholders: 

Provided that if the total amount of the holdings of all 
shareholders other than the State Bank, registered in 
the books of the subsidiary bank, on the date of the 
resolution, is below five per cent of the total issued 
capital, the resolution shall not have eft'ect unless con-
firmed by the State Bank. 

(4) No director shall be removed from office under sub-sec-
tion (1) or sub-section (2) unless he has been given an 
opportunity of showing cause against such removal." 

6. Clause 32.-The clause was adopted without any amendment· 

7. Clause 33.-The following amendments were accepted:-

(i) page 19, line 23, • 
after "nomination" add "by the State Bank". 



7) 
(ti) In page 19, 

after line 27, inaert-

"(c) in the case of a director nominated under clause (e) 
of sub-section (1) of section 25, not being an officer of 
the Central Government, by nomination by that Gov-
ernment in consultation with the State Bank." 

The draftsman was directed to provide in the proviso to sub-
clause (1) for filling the wcancy from among the shareholders other 
than the State Bank of India. 

Subject to above the clause as amended was adopted. 

8. Clause 34.-The following amendment was accepted:-

Page 19, lines 37-38, 
omit "nominated under clause (c) of sub-section (1) of 

section 25." 
The clause as amended was adopted. 

9· Clause 35.-The following amendment was accepted:-
Page 21, line 17, 

for "is unable" substitute "is for any reason unable". 

The clause as amended was adopted. 
10. Cl.a.uses 3~5.-These clauses were adopted without any 

amendment. 
11. Discussion on clauses 14, 15,25,26,27,28 and 29 was re-opened 

and amendments as follows were accepted:-
(i) Clause 14-

In page 10, 
after line 35, insert-

"Provided that in determining the amount of com-
pensation to be offered to the State Government of 
Punjab or the State Government of Bombay, the State 
Bank shall consult the Reserve Bank." 

(ii) Clau.se 15-
In pag~ 11, in lines 30 and 31, 

for "possessing special knowledge" substitute "having 
special knowled,e or experience." 



(iii) Clause 25-
In page 15, 

after line 11, insert- : 

14 

II (e) a director, if any, to be nominated by the CentraJ 
Government in consultation with the State Bank." 

(Iv) Clause 26-
In page 15, in line 35, 

after "clause (c)" insert "or if an officer of the Centrpl 
Government and nominated under clause (e)". 

In page 15, in line 40, 
after "clause (d)" insert "and a director not being an 

officer of the Central Government nominated under 
clause (e).tt 

(v) Clause 27-
In page 16, 

for lines 10 and 11, substitute-
" (c) he has been removed or dismissed from the ser-

vice of Government or a local authority or a corpora-
tion or company in which not less than fifty-one per-
cent of the paid-up share capital is held by Govern-
ment." 

In page 16, in line 19, 
for "the State Bank" substitute "the Central Govern-

ment." 
In page 16, in line 21, 

""",it "in his own right". 
In page 16, 

a.fter line 22, insert-
"Provided that the disqualification mentioned in clause 

(b) shall not apply to an officer of the Central Gov-
ernment nominated as a director under clause (f') 
of sub-section (1) of section 2l5". 

In Page 17, 
for line 17, substitute-

., (f) if he is of unsound mind and stands so declarf'd 
by a competent court." 
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(vi) Clause 28-

In page 17, in line 25, 

after "clause (c)" insert "or to a director being an ofticr.r 
of the Central Government nominated under clause 
(e)". 

(vii) Clause 29.-The Committee felt that General Managf'l' 
other than the first general manager ought to "be appointE'd 
after taking into consideration the recommendation of' the 
Board of Directors. 

The Draftsman was directed to amend sub-clause (1) accordingly. 
12. Schedules.-The first, second and third Schedules were adopted 

without any amendments. 
13. Clause 8 (Vide para 13 of Minutes of the Second Sitting, 

dated the 1st July, 1959):-
The clause was adopted without any amendment. 
14. Clause 11 (Vide para 15 of Minutes of the Second Sitting, 

dated the lst July, 1959). 
The Clause was adopted without any amendment. 
15. Clause 1.-The clause was adopted without any amendment. 
16. Enacting Formula and Long Title.-Enacting Formula and the 

Long Title were adopted without any amendment. 
17. The Committee authorised the draftsman to carry out minor 

changes of drafting nature in the Bill, if necessary. 
18. The Committee then adjourned to meet again at 11' 00 hOUri 

on Friday, the 31st July, 1959. 
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·Fifth Sitting 

The Committee met from 11.00 hours to 11.20 hours on Friday, 
the 31st July, 1959. 

PRESENT 
Shri J. M. Mohamed Imam-Chairman. 

1. Shri C. Bali Reddy 

MEMBERS 

Lok Sabha 

2. Shri Shree Narayan Das 
3. Dr. M. S. AIley 
4. Kumari Maniben Vallabhbhai Patel 
5. Major Raja Bahadur Birendra Bahadur Singh 
6. Shri K. G. Wodeyar 
7. Shri T. Ganapathy 
8. Shri Bahadur Singh 
9. Dr. Pashupati MandaI 

10. Shri Vishnu Sharan Dublish 
11. Shri Lachhi Ram 
12. Shri Panna Lal 
13. Shri Kanhu Charan J ena 
14. Shri K. S. Ramaswamy 
15. Shri Ram Shanker Lal 
16. Shri B. R. Bhagat 
17. Shri Prabhat Kar 
18. Shri P. K. Kodiy:an 
19. Shri Ram Chandra Majhi 
20. H. H. Maharaja Pratap Keshari Deo 
21. Shri Subiman Ghose 
22. Shri Laisram Achaw Singh 
23. Shri Balasaheb Salunke 
24. Shri Morarj i Desai. 

--------;P;;2to 4 which deal with the State Bank of India (Amendment) 
8ill, 1959 have not been included in this minutes. 
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an 
R.a;ya Sabha 

~&. Shri It P. Madhavan Nair 
26. Shri Tika Ram Paliwal 
27. Shri Jaspat Roy Kapoor 
28. Shri Jadavji Keshavji Modi 
29. Dr. Anup Singh 
30. Shri N. M. Lingam 
31. Syed Mazhar Imam 
32. Shri Jagannath Prasad Agarwal 
33. Shri Niranjan Singh 
34. Shri P. Narayanan Nair 
35. Shri Harihar Patel 
36. Dr. B. Gopala Reddy. 

DRAFTSMEN 

Shri S. K. Hiranandani, Joint Secretary and Draftnnan, 
Ministry of Law. 

Shri V. N. Bhatia, Deputy Draftsman, Ministry of Law. 

REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

Shri A. Baksi, Joint Secretary, Ministry of Finance. 
Shri R. K. Seshadri, Deputy Secretary, MiniBtry of Finance. 

SECRETARIAT 

Shri A. L. Rai, Under Secretary. 
... ... ... ... ... ... ... 

5. The Committee then took up consideration of the State Bank 
of India (Subsidiary Banks) Bill, 1959 as amended and adopted the 
same with the following further amendment:-

Clause 38.-
In sub-clause (12) insert at the end-

"or in the constitution of its Board of Directors or in the 
appointment of any person entrusted with the 
management of its affairs". 

6. The Committee then considered the draft Report and adopted 
the same with necessary consequential changes with regard to 
clause 38. 
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7. The Committee decided that the evidence given before them 

should be laid on the Table of the House. 
8. The Cbairman announced that the Report would be presented 

to the Lok Sabha on the 3rd August, 1959, and laid on the Table of 
the Rajya Sabha on the 10th August, 1959. 

9. The Committee authorised the Chairman and in his absence 
Shri Shree Narayan Das to present the Report on their behalf and 
to lay the evidence on the Table of the House after the presentation 
of the Reports. 

10. The Committee authorised Shri Jaspat Roy Kapoor and in 
his absence Shri'Niranjan Singh to lay the Report of the Committee 
and the evidence on the Table of the Rajya Sabha. 

11. The Committee decided that Minutes of Dissent, if any, might 
be sent to the Lok Sabha Secretariat so as to reach them by 16'00 
hours on Saturday, the 1st August, 1959. 

12. The Committee then adjourned. 

GIPND-LS 1-580(B) LS-6-8-69-1660. 
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SECRETARIAT 

Shri S. L. Shakdher-Joint SeCT"etarll. 
Shri A. L. Rai-Under Se.c1'etarll. 

WITNESSES ExAMINED 

All India Bank Employees' Association Delhi. 
Spokesmen 

1. Shri H. L. Parvana 
2. Shri H. L. Puri 
3. Shri H. N. iingh. 

(Witnesses were called in and they took their seats) 

Mr. Chairman (Shri I. M. Mobamecl 
Imam): Do you represent the em-
ployees of banks throughout India? 

Shri R. L. Parvana: Yes. 

Mr. Chairman: What is the mem-
bership of your Association? 

Shri B. L. Parvana: About 55,000. 

Mr. CbaIrmiul: Apart from the view6 
you have given in your memorandum, 
have you anything more to say? 

Shri B. L. Parvana: Of course, we 
would very much like to explain cer-
tain things in the memorandum. First 
of all, we are grateful that we have 
been allowed to appear as witnesses 
before the Committee to explain our 
views. At the same time, we regret 
the inconvenience caused to the Com-
mittee because we could not be pre-
Rnt on the 1st. 

Our whole approach is this. We 
want that steps should be taken more 
and more towards the merger and 
amalgamation of the banks. 

Mr. Chalnnan: Leave alone ~he 
question of amalgamation. 

Sbri B. L. Parvana: The spirit of 
the Bill is not such, but the amalgam-
ation is necessary for the achievement 
of the object. Firstly, in all these 
banks there are about 5,000 em-
ployees in 300 branches who are go-
ing to be affected. We have .said in 
our memorandum that sub-clause (1) 
of clause 11 should be substituted as 
under: 

"Save as otherwise provided in 
this Act, every - employee of an 
exist:ng bank in the employment 
of that immediately before the 
appointed day, shall on and from 

that day, become an employee of 
the correspondine new bank with 
continuity of service and shall be 
deemed to be an employee of the 
State Bank of India for the pur-
pose of pay scale. D.A. and other 
service conditions." 
Our submission is this. If the State' 

Bank of India is to open a new branch, 
it has to incur huge initial expenses ... 
'I1lese banks being subsidiaries of the" 
State Bank of India, there wID be" 
further opportunities for increasing: 
the business also, but the employees-
of these banks will not be receiving: 
the same emoluments as the employees 
of the State Bank of India. Our sub .. 
mission is that for all practical pur-
poses, they should be treated as the' 
employees of the State Bank of India.-
They should not be deprived of the' 
rights and privileges enjoyed by the' 
employees of the State Bank of India.' 

Sbrl Morarji Desai: How are they 
entitled to the same wales? You say, 
they shOUld not be deprived. Where' 
is the question of depriving? They 
are not servants of the State ,Bank of 
India. You can say, it is your re·· 
quest; that is a different matter. But 
you are talking as if they are'depr.ived 
of their rights. 

Mr. Cbatrman: It is only your sug~ 
gestion that the banks should be 
amalgamated and the employees 
should be placed on the same footinif 
as those of the State Bank of India. 

Sbri B. L. Parvana: They should 
be entitled to the same facilities as 
the employees of the State Bank of 
India, because if the State Bank of 
India opens new branches in those 
areas, huge expenses will have to be 
incurred. These banks being sub· 



.idiaries of the State Bank of India, 
-there will be further chances of in-
crease in the deposits, etc. 

Shrl Morarji De8al: That will be 
not because of your service, but be-
cause of the name of the State Bank 
Df India. 

8hrl R. L. Panana: Our 6uggestion 
is that they should enjoy the saml! 
-beneftts and they should be inter-
transferable. As I said in the bfogin-
ping, We will proceed towards achiev-
-ing the object only if these banks are 
merged and amalgamated. 

Shrl Morarji Desai: Do not pre-
sume the objects of the Bill which 
.are not there. 

Mr. Chairman: We have under-
,stood your point. Any other sug~s
tion? 

Shd R. L. Parvana: I have to say 
.something about clause 13 which 
,deals with the question of compens-
ation. 

Shri Morarji Desai: You have given 
your suggestion in your memoran-
:ctum. 

Shri R. L. Parvana: We want 1.0 ex-
-plain something about the question 
of compensation to be paid to the 
shareholders of ekisting banks other 
-than the Bank of Patiala. 

Mr. Chairman: I thought you will 
.confine yourself to the interests of the 
.employees of these banks. 

Shrl· Morarji Desai: You hove 
nothing to do with payment of com-
·pensation. . 

Shri R. L. !tarvana: We are con-
.cemed with the interests of em-
ployees, but that involves the interests 
IJf banks also. 

Shri Morar,li Desai: No, it has no 
relevance. Tb-e compensation will 
be paid by the State Bank of India, 
not by Patial. Bank or Jaipur Bank. 
I!'hereiore, there is no question of that. 

Shrl.B. L. Parvua: At any rate the 
money comes out of public exchequer. 

3 
Sl1ri Morarjl Desai: The members or 

the Select Committee are competent to 
look after that. 

Mr. Chairman: I would like you to 
confine yourself to those matters 
which concern the employees. That 
will be more appropriate. 

Shrl R. L. Parvana: We have. sug-
gestion to make on clause 23. So far 
as the appointment of General 
Managers is concem'ed, our suggest-
ion is that no General Manager should 
be appointed because that will be very 
expensive. Rather than that, it will 
be far better if the District Managers 
of the State Bank of India control 
these banks as the branches of the 
State Bank of India. 

Dr. B. Gopala Reddy: You are 
pleading for merger through the back 
door? 

Shrl R. L. PanaDa: I am not plead-
ing for that; but if the Bill envis-
ages ..... . 

Shrl Mora.rji Desai: It does not en-
visage. 

Shrl R. L. Parvana: So, that is one 
suggestion. 

Mr. Chairman: Your suggestion for 
merger and amalgamation of these 
banks with the State Bank of India 
is hot within the purview oftIUs 
Bill. It will be taken up as a separate 
matter. We propOse to confine only 
to the scope of this Bill. Any sug-
gestion to improve the present Bill 
will be welcome and that will be con-
sidered. 

Dr. B. Gopala Reddy: One sug-
gestion is that there should be no 
General Managers . 

S"'''I. L. Parvana: Yes; no General 
Manager should be appointed. That 
will increase the expenses of these 
subsidiaries. The Branch Managers 
should be vested with their powers 
and the Board of Directors should be 
theirs te frame the guiding policy. 

Mr. Chairman: That is one sug-
gestion. Have you any other sug-
,estion? 



81m B. ft. BJaiat: There are already 
(Jen.eral Managers. How is it then 
goIng to increase the expenses? 

Stirl R. 'L. PSrvana: So far as the 
preS'ent General Managers are <:on-
'Cen\ed, it has been suggested in the 
Bill that those General Managers will 
be allowed to continue. Our sug-
gestion is that they should not be 
allowed to continue in the same posit-
ion in the same bank. But in order 
to have an effective check and smooth 
functioning of the institutions, it is 
most essential that at least some 
General Managers should be retain-ed 
any they should be put in some other 
banks instead of rctainin,g them in 
the same banks. 

Shrl Morarji Desai: I do not think 
that it is your Association's right to 
say where they should be kept. 

Shri B. L. ParvaDa: Our interests 
are in the interests of the institution 
itself. 

Shrl Morarji Desai: I do not see 
that. 

Shri B. L. Parvana: In fact our ex-
istence is because of the existence of 
the institutoin ....... . 

Shri Morarjl Desai: I am glad you 
have said that. 

8hrl B.L. Parvana: With regard to 
clause 16(2) which says that the Tri-
bunal shall not compel the banks to 
produce any boola! of account or 
other documents, our suggestion is 
this. At present the Industrial Tri-
bunal has those powers; but the only 
restriction which is imposed under 
the Industrial Disputes Act is that the 
management can claim such' docu-
ments to be treated as confidential 
and no party to the dispute or even if 
one appears as a witness can leak out 
anything so far as that particular 
confidential information is concerned. 
This Bill seela! to snatch away the 
powers which the Industrial Disputes 
Act gives to the lndustrlal Tribunal, 
nam-ely, to call for such information. 
That should not be the case because 
if the accounts and otherdoeuments 
are not before -the Tribunal, it will be 
impossible for any impartial IlUtliOrity 

to eome to the right conclusion -anel 
detertniae the -dispute at -all. This is 
our respectful submissiOn. What 'one 
Act gives, the other Act should not. 
take away. 

In clause 11, we would very much 
like to have a proviso as we have 
stated in our memorandum ..... . 

*. -(lhall'lnall: You naednot re-
peat -that. It is clear enough in the. 
memorandum. 

Shri B. L. Parvana: This is only 
for clarity's sake. Our memorandum 
does not speak of the award. There 
is -a right _conferred upon the em--
ployees with respect to the provident_ 
fund. The employees have been 
given the right to elect their represen-
tative to be taken on the Employees 
Provident Fund Trust Board. Here,. 
this Bill takes away the right already 
conferred upon the employees which-
has been obtained by them after-
yaars of struggle. It should not be 
sought to be taken away by this Bill._ 
It should be retained as it is. 

So far as clause 25(1) (c) is con-
cern~d, it has been said that "not more-
than five directors to be nominated by 
the State Bank of whom not more' 
than three shall be officers of -that 
bank ... ". We say that it shOUld be 
more specific. The -term "not more-
than three" is somewhat vague. It 
may mean two, or it may mean one 
also. What we say is that there should 
be a minimum of three officel'S from 
the State Bank so that the Board of-
Directors should be dominated by the 
otllcers of the State Bank of India-
and that will ensure the smooth 
functioning of the institution. 

Dr. B. Gopala - Reddy: 'you do not 
want non-officials? 

Shrl B. L. Parvana: Out of five a 
minimum of three officers from the-
State Bank of Inaia should be there. 
Others will be there, but the guiding 
policy of these subsidiary banks must 
be controlled by the State Batik -or 
India. Instead of 'not more than 
,mi'e'e',it !JhollI1i be ~ M' ftl~e'_ 
It IIhotHd be lmade ~. 



Now, I come to clause 27(1)(g). It 
has been stated there: 

"he is, or has been, convicted of 
any ottence which, in the opinion 
of the State Bank, involves moral 
turpitude;". 

Once a man is found guilty by • 
court of law, the decision of the CO\U't 
should prevail and it must be taken 
as final. The opinion of the State 
Bank should not be called for. Our 
experience has shown that many offi-
cers found guilty of malpractices and 
even guilty of moral turpitude are 
let scot free. 

Shrl Morarjl Desai: They get scot 
free at whose hands? 

Shrl B. L. Parvana: At the hands 
of the management of the State 
Bank of India. 

Shrl Morarli D ... : This does not 
refer to the management; this refers 
to conviction. How can you say it is 
moral turpitude? The court does not 
say that it is moral turpitude. 

Shri B. L. Parvana: So far as par-
ticular conviction is concerned ...... . 

Shrl Morarjl Desai: The court does 
not say that it is moral turpitude. No 
judgement says that. 

Shri B. L. Parvana: I have not got 
any judgements here, the court hold-
ing one guilty of moral turpitude. 

Sml Morarjl Desai: There may be 
some cases. 

Shri B. L. Parvana: He~ the cases 
will be of glaring nature which in 
the eyes of law will be interpreted as 
moral turpitude. 

8hri MerarJ1DeaaI: The courts do 
not lay down whether it is moral 
turpitude or not. That is what I am 
trying to point out. They do DOt, as 
a rule, point out that it is a moral 
turpitude. Sometimes they may pOint 
out. 

Shrl B. L. Parv .. : There are laws 
whicn i:le8ne what are the moral tur-
pitudes. 

Shri Mo:arj; D~sal: There i3 noth-
ing which is deftned there. 

This is what the High Court rulin8 
says about moral turpitude: 

"The term 'moral turpitude' is 
rather value one and it may have 
different meaninp in difterent 
contexts. The term has generally 
been taken to mean to be a con-
duct contrary to' justice, honesty, 
modesty or good morals and con-
trary to what a man owes to a 
fellowman or to society in general. 
It has never been held that gravity 
of punishment is to be consider-
ed in determinin, whether the 
misconduct involves moral tur-
pitude or nQt." 

Th1s is the ruling given. Therefore, 
it does not deftne the moral turpitude. 

Shrl II. L. Parvana: It has to be 
further clarified. Supposing the 
General Manager of a Bank, or a high 
official of a Bank commits such an act, 
it is not that the interests 01. a parti-
cular section are involved, but here 
the interests of laIms of people are 
involved. It would have been far 
better if it i6 defined in the Bill itself 
what the moral turpitude means. 

Shrl Morarji DesaI: You can in your 
wisdom send us a definition. 

Shrl B. L. Parvaaa: I do not know 
Whether it would be out of order. 
There was a case of Shri S. P. Jain or 
the Punjab National Bank. 

Shrl Morarjl Desai: There is no 
conviction of a court in that case. 
That does not fall in this section at 
all. 

Sbri II. L. Parvana: There should 
'be some safeguards •••... 

tuIIIt B. K. Bbapt: A CaR like that 
in¥olv. moral turpitude. At least We 
will take that it is a glar~ i.Datance 
of moral turpitude. 

8brI Horadl Deal: This relates' to 
an offence of moral turpitude. There 
is no .(!ODvictioa of ·an GIIence there. 

'1!Hut II. L. Panuia: I would ..", 
bnposition til a ilne is , convietion. . 



8hr1 MorarJI DeIIal: I am very sorry, 
you say this. You must take the op-
inion of better people. You have got 
to take the legal view. You cannot 
take any other view. 

8brl H. L. ParvaDa: If this Bill im-
poses certain restrictions that if the 
management or any of the employees 
commit such an act it should be pro-
vided in the Bill itself as to how he 
will be trea~d. . 

8hr1 MorarJI Desai: That is a differ-
ent suggestion. 

8brl B. L. Parvaaa: It maybe treat-
ed as a suggestion. It is a delicate 
industry and the rights of the em-
ployees and the depositors' intereltl 
as well should be safeguarded. 

An BOD'bie Member: What is thelr 
suggestion? 

Shrl MorarJI Desai: Their suggest-
ion is that you must provide for dis-
qualifying whoever is fined alsO. 

8brl B. L. Parv .... : I can cite var-
ious cases of mal-practices on the 
part of oftlcia1s of the Bank. Ther~ 
is nothing in the law; we cannot do 
anything. 

8hr1 MorarJi Desai: Government is 
helpless against many centingencies. 

8brl B. R. Dbapt: This disqualiftc-
ation is only for Directors because 
they come and go. 

Mr. Cbalrman: Are there any other 
suggestions? 

8brl B. L. Panana: So far as section 
40 (1) is concerned, the word "bonus" 
should be added at the end of the 
sixth line after the word "dividend". 
Sir, do not forget the employees who 
have worked to build up the profits 
out of which dividend are declared. 
So, the word "bonus" should also be 
added. 

Now, I come to section 49. This 
clause has been brought in here so 
that there may not be any kind of 
favouritism or nepotisim. 1 sUliest 
that the words ''Or other employeefl" 
should be deleted in sub-clause (2) 

wherever it occurs. Also and words 
"other than a workman" after the 
word "person" in line five in clause 
49(1). 

Sbrl Morarji Desai: It is only meant 
for those people? To whom else is it 
to be given? Who are the other per-
sons? This relates only to employees 
in relation to their appointment, pro-
motion, increment in salary, pension 
or other allowances. You are propos-
ing that the employees should be 
eXc'luded! 

Shri H. L. Parvana: I refer to 
"workme.". 

8hr1 MorarJI Desai: What is the 
meaning of "workmen"? 

8brl H. L. Parv .... : It is defined in 
the Industrial Disputes Act. 

Shrl MorarJI Desai: So, you want 
to exclude the employees? 

Sbrl H. L. Parv .... : Employees up 
to the extent covered under the In-
dustrial Disputes Act, with a salary 
up to Rs. 500. 

8hri Morarjl Desai: You want to 
exclude them? This is meant for 
them. 

Shri H. L. Parv .... : Our suggestion 
is that they should be excluded. 

Clause 50 
ShriH. L. Parvana: We would 

suggest that sub-clause (2) of clause 
50 should be deleted and so far as 
sub-clause (I) of the clause is con-
cerned the word "employees" in the 
third line shou'ld be substituted by 
the word "workmen". 

Dr. B. Gopala Beddi: In factories 
they are called "workmen"; in bank-
ing institutions are . they called 
"workmen"? 

8hr1 H. L. Parvana: We would be 
happy if that tenn is used. 

Shri MorarJi Desai: Here it does 
not come in. Here it does not make 
any distinction between employees 
drawing five hundred and above and 
... drawing less. . 



Shrl B. L. Parvaua: Weare all the 
lime apprehensive of this danger. So 
.:far as appointments are concerned, 
.some weightage will still go to cer-
tain privileged sections. While fram-
Ing the rules, perhaps the vacancies 
will be . specified. The term "em-
.ployee" is too vague; it has never 
been defined satisfactorily. So, if the 
word "workmen" is there it would be 
.better. 

I now come to the last words of 
sub-clause (1) of clause 50 "and on 
such terms and conditions as it may 
deem fit." We apprehend that the 
new subsidiaries may frame new ser-
vice conditions. Now for the pre-
.sent 'employees their service condi-
tions are as embodied in the awards 
<of some tribunals. There are certain 
dauses which envisage the present 
,disputes which are pending. The 
result will be that their cases will 
not at all be considered by any im-
partial authority to be appointed. under 
;the law. 

The subsidiaries wnl frame rules 
under provisions which enable them 
to do so, taking away certain rights 
of the employees. For example there 
is clause 63, . to which we have sug-
gested a proviso to the effect that the 
right of the employees to raise an 
industrial dispute should be retained, 
90 that they may enjoy all the bene-
fits under the Industrial Disputes Act. 
We are afraid once this Act comes 
into force with all its provisions this 
right is likely to be taken away. They 
may not be able to raise an industrial 
dispute. Every tribunal will say: 
these are the rules framed under this 
Act, you cannot do anything; you can-
not go against the Act because the 
rules have been framed consistent 
with this Act. For the employees all 
the benefits of the Industrial Disputes 
Act and its provisions will be denied. 
Take for instance clause 13. 

Mr. Cbalrman: That has already 
been covered; you cannot go back. 

Shri B. L. ParvaDll: This is an im-
portant clause and we would like to 
say a few words on it 
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Clause 13 

Shri H. L. Pari: With regard to 
compensation, I have only to say this 
much that no doubt it will be paid 
by the State Bank of India, but it 
comes out of the profits or reserves 
of the State Bank of India. We only 
say that the statutory reserves which 
they are maintaining for the purpose, 
so to say, of computing the compensa-
tion of the shareholders should not 
be taken into account. That amount 
should be kept separate because it 
has been kept apart from the profits 
before determining any bonus to the 
employees and as a matter of right 
the employees are entitled to a s}\are 
in these things. This adds to the 
security and solidarity of the institu-
tion itself and the banking ems.loyees 
are very much interested in th3t. I 
would say that in the First Schedule 
Part I there should be a ohange made 
as to exclude th!se statutory rePerves 
from b':!ing taken into account for the 
purpOSe of compensation to the share-
holders. 

Part I of the First Schedule says 
! hat everything which is left over and 
above the liabilities shall be t.Jten 
into account for computing the com-
pensatinn. We say for that purpose 
this statutory reserve must be kept 
apart. 

Shri B. L. Parvau: Any' disputes 
of the employees against the manage-
ment sh6uld be treated as disputes 
pendinl.: with thP subsidiaries. 

Shrl MorarJI DeMI: We do not go 
into ,disputes. 

Sbri Sublmall Ghose: You \\ant, I 
take it, that the position of tiu: em-
ployees of these Banks shoua be 
analogouc; to the position of the em-
I,loyees of the State Bank? 

Shrl H. L.· Parvau: It should be 
similar, l)ecause they will be render-
inl the same service-rather, the 
employ"!C's of small banks would do 
more work. 

Some HOD. Memben: Oh! 



Shri Sublman Ghose: Do you think 
that by becoming subsidiary banks. 
1heir work will increase'? .. 

Shrl H. L. Parvana: Definitely. 

Slut S.ltimaa Gho&e: And natural-
ly the work load on the empioyees 
will also be increased.-that ill your 
point? 

Shri H L. Panra .. : Yes. 

Shri Snblman Ghase: And that that 
should also be taken into con,idera-
tion similar to the State Bank? 

Shri B. L. Parvana: There is the 
workload. And the other thlhg is 
that the whole approach of the sub-
sidiaries will be to earn more and 
more profits as the private capitalists 
do. 

SIlriSatJlman Gbose: And lastlY. do 
you think that if the Bill remains as 
it is, the rights of the employees will 
not be safeguarded? 

Mr. Chairman: It is not a question 
of safeguarding rights. They want to 
go further. They want greater rights. 

Shri H. L. Parvana: Apart from 
going further, as I said in the begin-
ning, even' at present there may be 
dispute with regard to adjustment of 
the salary or some dispute over pro-
motion or increment. In respect of 
any such thing, the safeguard must be 
there. It m.ust not be taken as a new 
dispute. 

Shri MorarJi Desai: It will not be 
in this Act at any rate. 

Shri B. L. Parvana: It is not a new 
dispute 'at all, nothing of that sort.. 

Shri N. M. Llncam: If I have under-
stood you aright, you said that in the 

, First Schedule. laying down the 
principles for determining the com-
pensation, statutory reserves,should 
not be included in .the assets,' since, 
according to you, they are not entire-
ly assets because they include the 
bonUs payable to employees, and that 
therefore a'llowance should be made 
for the payment of the liability in 
terms of botll. Am I right in having 
understood you this way? 
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Shrl B. L. Purl: What 1 meant was 
that the statutory reserves Which are 
created are necessary for maintaining 
the security of the inlttitution itself, 
the bank concerned; those statutorY 
reserves would be necessary. Sup-
pose these subsidiary banks were not 
to be subsidiaries but were to con-
tinue as these banks now are. Not a 
shareholder will be able to draw a 
single pie out of these statutory 
reserves. Why should this transfer 
from the position of a private bank to' 
that of a subsidiary of the State Bank 
entitle them to a share in the statu-
tory reserves?_ 

Shn N. M. LIftpm: It is not a share 
in the statutory reserves that· they 
are claiming. But do you contend 
that the statutory reserves cannot go 
to make the total assets of the insti-
tution? 

Shri B. L. Puri: It indeed is an as-
set, but it shOUld not. .' . 

Shri Morarjl Desai: The assets 
should be transferred to the State 
Bank without any compensation-that 
is what he wants. I shall be happy 
if I can do that! 

Shri R. L. Purl: I say that the 
statutory reserves should not go to 
inflate the pockets of the shareholders. 

Shrl Morarji Desai: They be'long to 
them; they don't belong to you. 

Shrl B. L. Purl: They are created. 
out of our labours alone. If you were 

. to examine what returns they get on 
the shares, you will see that they get 
much more money than what they 
invested. 

Shrl N. M. Llnram: I am asking 
you on a matter of principle. Do you 
regard them as assets ornot'? 

Shri H. L. Puri: I am also on a mat-
ter of principle. They should ,not 10 
to the shareholders. 

8bri B. L. Parvana: The share 
money is only one per oent The pr0.-
fits do not come out of one per cent. 

Shl'l Morarj. besal: No bank Is 
created without it. You don't come 
first. That is what comesftrst 



Shrl B. L. Purl: That is the system 
in the company. Everywhere there 
have to be promoters. But only the 
promoters are not the company: only 
shareholders are not the company. 
The banks are run on public money, 
and you don't say that these huge 
c!eposits worth crores of rupees . . . 

Shrl Morarji Desai: They belong to 
the shareholders. I 

Shr! H. L. Pari: I am talking of the 
deposits. 

Shrl B. L. Parvana: Take the Punjab 
National Bank. Rs. 87 'lakhs is the 
share capital. Rs. 160 crores is the 
working capital, and the profits have 
come out of Rs. 160 crores. The 
profits of Rs. 125 lakhs are nearly 
double the share capital. Where from 
have the profits come? 

Shrl N. M. Llnram: You referred 
to bonus. Have you any statutory 
l'ight to claim it? 

Shrl B. J •• Pari: Why not? We hav'J 
a right to bonus. 

Shri Morarji Desai: T!l~rC! ill no 
statutory right. 

Shrl H. L. Parvana: We take it that 
when the Supreme Court dec~rion is 
there ....• 
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Shrl Monrjl Daat: But it is not IlL 
statutory right. 

Shrl H. L. Parvana: I think it is 
s':fficient for our purpose that the 
Supreme Court has said that . . . . 

Shrl Morarjl Desai: I am soyinl it 
is not a statutory right. 

Shrl H. L. Parvana: Supreme Court 
says that employees have the right to 
('Iaim bonus out of the profits. 

Shrl N. M. LiD&"am: Not from 
statutory reserves'? 

Shrl H. L. Purl: Not out of statu-
tory reserves. 

Mr. Chairman: These gentlemen are 
hel'e as witnesses. Let them state 
their views. We need. not go on 
cross-examining them. We know 
very well what their views nre and 
they will be considered. 

That is all right, thank you. 

Shrl H. L. Parvana: We arc much 
obliged to you, Sir, for giving us this· 
opportunity to place our "iews be--
fore the Committee. 

(The witnesses then withdrew). 
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APPDlItIX 

MK!WRAliDUM 
BY 

THm AU. INDIA. BANK EMPLOYEES' ASSOCIA.TION 
We understand that the above mentioned !Sill has beeR refenred to this eo.. 

mittee to look into the details of the Bill and to consider it boM its prope. pen-
pective. As we are directly interested in the fiutUft muctU:1'e of the Bauh\8 
Companies in India representing the employees serving in all the Ban&s cOJlcerned 
and also in the welfare of all those concemed directly or iDClirectly with the let 
up of such a v.ital sector of our COWltry'S economy, we have been. prompted to 
submit this memorandum enumerating some of our critic-iama and suapations 
with regard to the Bill and we are stating them helleunder-:-

(1) The State Bank of India (Subsidiary BaD~) Bill 1959 has ite roots in 
the recommendations of the Rural Bankin, Enquiry Committee and 
as specielly in the recommendation of the Conunittee of the AU 
India Rural Credit Survey and the Goverrunent's ac:ceptence th.er~ 
in 1955. The All India Rural Credit Survey Cou;pnj.ttee recQmm,end-
~ in 1954 th,at the (then) ln1perial aan~ 0: Ind.i.a. State Bank o,f 
Saurashtra, Bank of Patiala, Bank of Jaiput Bank of Bikaner. l3.a.ok 
of Rajasthan, Bank 01 lnciOl"e, Bank of Baroda, l3a.nk of M,ysore, 
Hyderabad State Bank and the Travencore Bank should be amalga-
mated \HIder a "State Bank of -lndia" and should bandle treasury 
worll in the different places. The object with which the Committee 
recommended this amalgamation was to extend the Banking Crectit 
J'acility generally and particularly in Rural Areas for the develop-
ment of the Rural Economy. The I'lndings together with the reco.-
naendationlt of the ColltInittee were accepted by the Qovemment in 
1955, anct at the ftrst ina_ee, the Covemmeat took over the 
Imperial Bank of India under the name "State Bank of Inelia" 
holding about 51 % of the shares. At the time of d:scusakm of the 
State Banll ot India Bill as well as the State Bank of Ryder.bad 
Bill, the Finance Minister stated in the Parliament that the other 
recommendations ot the COQUnittee would be teke~ up tor imple-
mentation at a later date. It is with tllat objective, prov.isions have 
been made in the State Bank of India Act and State Bank of 
Hyderabad Act, 1956 (Section 26) 0) to take over the business 
inclJ,lding the Assets and Liabilities of any other Banking Institu-
tions under certain conditions. 

The present Bill departs from these objectives and the recommendations of the 
An India Rural Credit Survey Committee as well as the Statements made by the 
Government in the Parl:ament 80 far:-

(1) It does not cover all the State Associated Banks recommended tor the 
purpose of amalgamation wfth the State Bank ot India. 

(II) It does not amalgamate the State Ass.ociated Banlts with the State Bank 
of India-rather they maintain their separate entity as aublUdW.rY 
institutions. ' 

Prior to the independence and State Integration in 1950 all these Banks, namely. 
Bank of Bikaner, Sank of Jaipur, Bank of Rajasthan, Bank of Indore, Bank 01. 
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1-'atiaia, Travancore Bank Ltd., Bank of Mysore, Hyderabad State Bank, State-
Bank of Saurashtra (comprising Palitana Darbar Bank, Rajkot State Bank, Por-
ban dar State, Vadla State Bank) were established in different erstwhile Princely' 
States with direct participation and patronage of the States concerned to transact 
the treasury business in the States as well as to do commercial banking. In many 
of these Princely States other commercial banks could open branches and do bank-
ing business only with specific permission of the States concerned and usually 

. commercial banks were not being accorded such permission~ In the State of' 
Jodhpur, the Stete patronised bank was the Jodhpur Commercial Bank Ltd. but. 
due to certain differences of views between the State Government and some of the 
Bank's Directors, only in the name of the Bank, State patronage was withdrawn. 
These Princely State Banks had the monopoly of transacting the treasury business 
as well as commercial banking business in the States concerned. After the State' 
Integration in 1950 the position has altered only in respect of commercial bankinl 
business being conducted by other banks in these States. These Banks had more 
number of branches and pay offices, put together, than that of Imperial Bank of 
India in 1953, as these banks had branches in Taluka and District places in part 
B area, mainly rural area, while Imperial Bank of India had mainly concentrated 
in Part A and urban areas. These banks were considered part and parcel of the 
States prior to integration, so much so some of the banks capital was fully financed 
by the States while in respect of other States investment in the banks has been 
considerable. The States have their nominee Directors on the Banks Directorates. 
While Imperial Bank. of Jndia used to get some remission in compensation of 
treasury work, these banks do not get such remission or concession, though the 
nature and respons:bility is not at much variance. 

These State Associated Banks are even now popularly known as Government 
Banks in the areas, even though they do commercial banking business since State· 
Integration, have started to expand branch banking in cities outside·States concern-
ed. The standing prestige of the banks in the States and outside is mainly because 
of the States patronage and the treasury business. Hence if any such bank is left 
over from the Bill it will face a diftlcult situation with far reaching consequences· 
regarding its position in the banking industry in general and in the eyes of the 
depositors in particular. Instead of the particular bank which has so far not agreed 
to the scheme, being led to face such a situation to the risk of the economy and 
depositors' interests, these banks be included in the Bill, if necessary with 
certain amount of compulsion. 

The Imperial Bank of India had its standing by virtue of the amalgamation of 
three Presidency Banks. While introducing the Imperial Bank of India in 1921, 
the then Finance Minister stated that importance 'of the Bill was because of the 
amalgamation of the three Presidency Banks. Even during the British Regime it 
was felt, there was a necessity of one integrated bank instead of separate 
entities. The necessity is all the more now in free India for implementation of 
the FiVe Year Plans and achieve Socialist India. As the Rural Credit Survey 
Committee felt, India being mainly agricultural there was the necessity to pro-
mote agricultural credit facilities in rural areas and increase banking credit 
facilities, the prime need was to have an integrated banking system instead of 
different agencies or institutions. As a matter of fact the Reserve Bank of India 
had tried to integ.rate these banks but failed owing to certain veSted interests of 
the bank managements. It was one of the reasons why many of the banks were 
not appointed as agents of the Reserve Bank of India. 

The effect of running these banks as subsidiaries instead of amalgamation 
with the State Bank of India, as recommended by the Rural Credit Survey 
Committee, will leave some definite control in the hands of private interest, 
and will unnecessarily' multiply the expenses as for maintaining separate 
entities as subsidiaries. separate head offices with highly paid Executives will 
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,a'Vle -to be maintained, 'WirereM th'e'interests afthe :pneral emploiyees will suffer 
.• s·by rendering BUlle Berviees as that 'of the etnployees of1:he . st.te Bank of 
India, they will not rel:eive samE: emoluments. 

In this background this Association suggests that the followiftgchanges be 
introduced in the Bill with a view to provide the minimum safeguards against 
the rllPses as explained:-

Suggestions: 
(i) Instead of running the "State Associated Benks" as sub&idiaries of 

the State Bank of India, there should be a complete amalearnation of all these 
banks with the State Bank of India. 

,. 

Subject to this, the following changes should be made in the present Bill:-

Clause 2-Add Bank of RajasthBn and Jodhpur Commercial Bank after 
Travancore Bank Ltd. 

Clause 3-Add aft.er (f) "Any other bank which the Central Govt. may 
by notification in the official gazette specify," 

. Clause 7(3)-For the purpose of paying compensation the Statutory 
Reserve Fund should not be touched since the same has been built 
up at the cost of the employees and for the safety of the depositors. 

Clause ll-Substitute Sub-Clause (1) as under:-
"Save as otherwise provided in this Act, every employee of an existing 

bank in the employment of that immediately before the appoint-
ed day, shall on and from that day, become an employee of the 
corresponding new bank with continuity of service and shall be 

, deemed to be an employee of the State Bank of India for the pur-
pose of pay scale, D.A. and other service conditions." 

Clause 11 (3)-Add after "Members" in the 4th line-

"With duly constituted representatives of the workmen and other". 

Clause 13(9)-Provision should be made to al'lot at least one share to each 
shareholder as it would help diversification of the ownership in the 
private sector. 

Clause 3.6(2) (a)-The T.ribunal shall have the right to compel banks to 
produce Books of Accounts, documents, etc. which are of conftden-
tial nature. 

Clause (19) (I)-No person shall be allowed to hold in excess of 180 
shares, so that private holding may not' be cornered by few indivi-
dua'ls by (benami) holding. 

Clause 23-The General Manager of any existing Bank should not be 
allowed to continue in the same position in the same bank after it 
has become subsidiary of the State Bank except for a period consi-
dered necessary in the transitional period. 

,Clause 26(1) (c)-This should be changed to make it obJiptory that out of 
the five directors nominated by the Stete Bank three shall be otftcers 
of the State Bank as otherwise non-official nominated directors 
alongwith shareholders' directors may dominate. 

C,lause 270) (,)--:-To be amende~ as follows:~ 
He is or has been convicted 'Of anY' offence involving moral turpitude and 

is 01' has been a tax-evader at anY t~me. " 
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Clause 29(3) (a)-Provided that the General Manapt' of the subsidiary bank 
may with the· approval of the State Bank and the Reserve Bank be a director of 
any other institution which is a subsidiary to it. 

Clause 34(5) (a)-New Addition:-

No unsecured loan shall be granted to a director of the bank or to a concern 
which is not subsidiary of the bank but in which the director is interested, 

Clause 3S-Add the following clauses in the beginning:-

"State Bank of India may with the approval of the Reserve Bank and the Central 
Government may enter into negotiations with any other bank for taking ov~r 
that bank and merge the same with it", 

"State Bank of India may with the approval of the Reserve Bank and the Central 
Government merge with it any of its 'subsidiaries at any time," 

New addition.-Provided that the services of the employees without any break 
in service and adverse change in the service condition shall be transferred to the 
transferee bank. 

Clause 40(l)-Add at the end of the sixth line after "dividend" "bonus", 

New addition-Add at the end of sixth line after "dividend" "and Bonus", 
Clause 49-Add after "Person" in line five "other tl\an a workman", 

In Sub-clause (2) delete words "Or other employee" wherever it occurs. 

New Addition-In the seventh line after "made or granted" add "in terms of 
settlement or award on any industrial dispute to the workmen", 

Clause 49 Sec. (I)-Add after "made or granted" in the 7th line-lOin terms of 
a settlement or Awal'd on any Industrial Dispute to the Workmen". 

Clause 50-Delete Clause 50 (2), 

Clause 50 sec, 1-Replace "Employees" in 3rd line by "Workmen". 

Add at the end of the 5th line after "deem fit" "and in pursuance of any law or-
in accordance with any provision which, for the time being governs the service 
conditions of the existing workmen of the bank". 

Note:-The terms of Clause 63(2) (m) (n) (0) are ill motived as it attempts 
to isolate the employees of subsidiary bank from the rest and to impose upon them 
the Governments service rules and code of conducts. 

We therefore propose that this clause be deleted or a further governing clause 
be added either at the beginning or at the end of this clause as under:-

"Provided that nothing contained in this section or any other section of this Act 
will debar workmen of a subsidiary Bank from raising and/or furthering an Indus-
h-ial Dispute in the manner as has been provided in the Industrial Disputes Act 
11147." 

New Addition-In the third line substitute "employees" by "workmen", 

In the fifth line add "in pursuance of any law 011' in accordance with any 
provision which for the time being governs the service conditions of the existin,: 
workmen of the banks". 

First Schedule 

Part II-Liabilitiea-Add after outside· Liabilities in 2nd line "including &a--
tutory Reserve Fund and any Staff Welfare Fund", 
GIPND-S89\B)LS-LSI-6-8-S9 --1 000 
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