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Title: Discussion on the motion for consideration of the State Bank of India (Amendment) Bill, 2010 (Bill Passed).
MR. CHAIRMAN : Now, we shall take up item no. 17 — State Bank of India (Amendment) Bill, 2010.

Shri Pranab Mukherjee.

THE MINISTER OF FINANCE (SHRI PRANAB MUKHERJEE): Mr. Chairman, Sir, with your permission, I beg to move:
"That the Bill further to amend the State Bank of India Act, 1955, be taken into consideration."

Sir, while moving this Bill, I would not like to take much of the time of the House at this stage for consideration and
passing of this Bill.

16.18 hrs.
(Dr. M. Thambidurai in the Chair)

The State Bank of India (Amendment) Bill, 2006 (Bill No. 99 of 2006) was introduced in the Lok Sabha on the 18th
December, 2006. The said Bill was referred to the Standing Committee of Parliament on Finance. The Committee had
recommended certain modifications in the Bill. After incorporating the recommendations of the Standing Committee, it was
decided to move the official amendments to the Bill. Further, consequent upon the transfer of ownership of the State Bank
of India (SBI) from the Reserve Bank of India to the Central Government in 2007, it was also proposed to modify certain
provisions in the State Bank of India Act, 1955 (the SBI Act) dealing with approval of or consultation with the Reserve Bank
of India in the management and functions of the SBI. However, the official amendments and the Bill could not be taken up
for consideration and passing and on the dissolution of 14th Lok Sabha, the Bill has lapsed.

The SBI Act was last amended in 1993 to enable the State Bank of India to access capital market. While State Bank
of India can access capital market by issuing equity shares or bonds, or by both equity share and bonds, there is no express
provision under the SBI Act to enable the SBI to issue preference shares and bonus shares.

The State Bank of India (Amendment) Bill, 2010 seeks to provide for enhancement of the issued capital of the SBI by issue
of preference shares, to enable it to raise resources from the market by public issue or rights issue or preferential allotment
or private placement. The Bill also seeks to enable the SBI to issue bonus shares. In order to enable the SBI to further
strengthen its capital raising capacity to meet with the regulatory requirements of the capital, the Bill proposes to enable
reduction of Government shareholding requirement of 55 per cent to 51 per cent.

With this amendment, the public sector character of the SBI wound not be diluted; rather, the public would be allowed to
increase the participation in capital raising efforts of the SBI.

The Bill also aims to provide for flexibility in the management

of the SBI.

This Bill also proposes various amendments to bring the SBI

Act in line with the provisions of the Companies Act, 1956.

I commend that the Bill may be considered and passed by this

august House.

MR. CHAIRMAN: Motion moved:
"That the Bill further to amend the State Bank of India Act, 1955, be taken into consideration. "
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"The Committee is also retaining key elements of the 1988 Capital Adequacy Framework including the general
requirements for banks to hold total capital equivalent to at least eight per cent of their risk-weighted assets,
the basic structure of the 1996 Market Risk Amendment regarding the treatment of market risks and the
definition of eligible capital.”
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"Each supervisor will develop a set of review procedures for ensuring that banks' systems and controls are
adequate to serve as the basis for the capital calculations. Supervisor will need to exercise sound judgments
when determining a bank's state of readiness particularly during the implementation process."
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"The first part has the scope of application, details how the capital requirements are to be applied within a
banking group. Calculation of the minimum capital requirements for credit risk and operational risk, as well as
certain trading book issues are provided in part two."
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"The provisions seeking to enable the State Bank to raise capital by means of private placement of equity
issue of preference shares etc., are in line with the amendments proposed/effected in banking status
governing the private sector banks, public sector banks as well as the subsidiary banks of SBI. These were
examined and reported upon by the committee in related reports."”
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Sir, many amendments are brought in this Bill like the amendments to Sections 2, 4, 5, 10, 11, 13 and 16 and many
more. Many more amendments have been proposed for approval by this House. The State Bank of India Act was last
amended in 1993 to anvil the SBI to access capital market by issuing equity shares or bonds or by issuing both equity
shares and bonds.

The Indian banks including the SBI adopted the BASEL Capital Accord on the current international framework on capital
adequacy in 1992. The RBI introduced a set of norms to put the financial accounting and prudential standard of Indian
banks on a sound footing in line with current international practice. The BASEL Committee, again, on banking in 2004
released the new capital adequacy framework known as BASEL-II.

According to this framework, the banks, including the State Bank of India, are required to increase their capital base
to meet the minimum requirement to achieve capital adequacy norms, to improve basic financial health of the banking
system and, lastly, to improve its international credibility. Banks in many countries are trying to follow these standards.



The State Bank of India (Amendment) Bill, 2006 was introduced in Lok Sabha on 18.12.2006, but it could not be passed
because of the dissolution of the Lok Sabha. This Amendment Bill has, therefore, been presented now with the similar
character and with the recommendation of the Standing Committee on Finance. This Bill seeks to increase the authorised
capital of State Bank of India to Rs. 5,000 crore divided into shares of Rs. 10 each with the approval of the Reserve Bank of
India and to enable the Central Government to increase or reduce the authorised capital in consultation with the RBI. This
Bill also provides for enhancement of the issued capital of the SBI by issue of preference shares,

by public issue or rights issue or preferential allotment or private

placement, with prior consultation with the RBI and Central Government according to the guideline. The Bill also seeks to
enable the SBI to issue bonus

shares to the existing equity shareholders on the direction of the Central Government, and reduction of shareholding of the
Central Government from 55 per cent to 51 per cent.

Sir, this is the time when Government of India, especially the Finance Minister, has tried to design the State Bank of India
to cater to the needs of the people, to develop the strength of the bank, to develop the infrastructure and administrative
structure of the State Bank of India to facilitate more and more farmers to get loans.

If one analyses this Bill properly, he will find that this is a historic Bill and it is going to strengthen the financial system of
the country at a time when the whole world is facing the financial crisis. My friend was asking how we are going to meet
the challenges in the situation of a global meltdown. Sir, this is the difference that at a time when the developed countries
are unable to sustain their growth, in India, because of the UPA Government's able Prime Minister and able Finance
Minister, we are, in spite of adversity, able to sustain our growth. We are sure that the design in this Bill would facilitate
financial system and strengthen the financial system of our nation.
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SHRI A. SAMPATH (ATTINGAL): Mr. Chairman, Sir, I rise to oppose the Bill.
The sole intention behind bringing the Bill lies in Clause 5 which reads as follows:

"In section 10 of the principal Act, in sub-section (2), for the words "fifty-five per cent of the issued capital”,
the words "fifty-one per cent of the issued capital consisting of equity shares,", shall be substituted."

So, the sole purpose of the Bill is to reduce the Government holding from 55 per cent to 51 per cent. That means a
dilution of Government share which ultimately leads to privatization.

State Bank of India is the pride of the nation. Even the common man in the country is now able to avail of the banking
facility because of nationalization of the banks and because of the banking culture that has evolved in the past. But now I
fear that the Government is going after the golden goose. The Government of India wants to retain only 51 per cent of the
shares. That means the rest 49 per cent shares will go into the hands of private individuals, the nouveau riche. The shares
are not anyway going to be owned by the working class, the common folk, or the employee class of the nation.

When the whole world is going in for nationalization or increased control over banking and insurance sectors, our nation
turns the other way and moves in the other direction. Economic sovereignty of several countries in the world has been
threatened in the past due to global economic melt down. We were lucky just not to have got into that situation because of
our public sector undertakings and the nationalized banks.

I would like to invite your attention to an incident of some two, three years back. The country was very much in favour of
the new generation banks.

They give round the clock service, and other services in the form of deposits, etc. What happened? In this nation, it was the
SBI which was asked to save a particular new generation bank from peril. I do not want to name that bank in this august
House but only because SBI was there, the banking sector could be saved.

In this regard, I would invite your attention to page numbers 15 and 22. In page No.22 in 31(1) of the principal Act - the
meetings of the Central Board - it has been specifically stated. If we are going by the amendment, what happens is that the
Board of Directors can meet and if for any reason, neither the Chairman nor the Vice-Chairman is able to be present at the
meeting of the Central Board, any Director authorised by the Chairman in writing and in the absence of such authorisation,
any Director elected by the Directors present from amongst themselves, shall preside at the meeting and in the event of
equality of votes, shall have a second or casting vote. So, the private interests are coming up. If my fear is wrong, I would
be most happy. This is the beginning of the end of bank nationalisation. It is a cruel thing that we are doing to the people of
this country.

Here, what will happen is this. The Chairman will be a person of the private interests and he will not be a person who is to
protect the interests of this nation and the people. I am going to conclude.



It is a very important Bill because all the MPs might have attended the District level Bankers Committee meeting.
Everybody, all of us, all the Members of Parliament experienced a particular situation in that Committee. When we review
the performance of the bank, it is always the nationalised banks which have performed well. At the same time, the private
banks and their social obligations have not been met.

I would like to invite your attention that even after repeated requests regarding recruitments, it is still lagging behind;
outsourcing is being done; contract labour is being taken; and vacancies are still there for clerical jobs. But at the same
time, educational loans are not looked upon by the private sector banks, and even some of our nationalised banks are not
catering to the needs of the educational sector, to the agricultural sector and to the needs of the small and medium
industries. So, in this matter, I would like to invite your attention and through you, I would like to request the hon. Finance
Minister that this Bill needs a thorough revamping and this should be again sent back to the Standing Committee on
Finance, and all the players, their voices and all their interests should be heard. Only after that, a Bill should be
reintroduced in this august House.

SHRI B. MAHTAB (CUTTACK): I stand here to deliberate on the very important and significant amendment which is being
put forth today for discussion. Thus, the State Bank of India (Amendment) Bill, 2010, as the Finance Minister has very
categorically stated, was introduced in this House, and was referred to the Standing Committee on Finance. The Committee
has also given its recommendations, through this House, to the Government. In this new Bill, certain suggestions have
been included. That is the best part of it.

The SBI (Amendment) Bill is a legislative measure by the Government to further push forward reform in the banking,
especially in the public sector, by giving State-owned banks flexibility to raise funds from market for enhancing their capital
base. The Bill seeks to reduce share holding of the Central Government from 55 per cent to 51 per cent. With the
amendment, the SBI would comply with the Basel Capital Accord, the current international framework on capital adequacy
adopted in 1988 and Basel Committee on Banking.

The UPA-I, as it is often called, had first brought the Bill in Lok Sabha in December 2006 and it was referred to a
Parliamentary Standing Committee but the Bill lapsed due to the dissolution of the House. The Finance Minister did not tell
as to why it lapsed. What prevented the Government to bring the Bill to the House? The Standing Committee on Finance
had submitted its report much before the dissolution of the House. Why could the Minister not bring it to the House? Who
puts spokes in it? One can explain while deliberating on this issue.

The Government holds 59.41 per cent stake in the bank today which it acquired from Reserve Bank of India in 2007 and
with this amendment, the State Bank of India will be at par with the other public sector banks. Once this Bill is passed the
Government will be empowered to appoint not more than four Managing Directors, abolish the Vice Chairman and enable
share-holders with at least Rs.5000 worth of shares to contest the election for Directorship of the bank. What is the
position of SBI today? The bank has a market capitalisation of Rs. 1,31,436 crore and it is the eighth largest in the Market
Cap Ranking. The State Bank of India Chairman had said some time back that the bank was planning to raise Rs.20,000
crore through right issue in the next 12 to 18 months. I am told the amount is part of Rs.40,000 crore capital raising plan
the lender is planning over the next five years. The SBI may acquire Rs.40,000 crore to Rs.50,000 crore. But does the bank
need immediately this much of capital? My information is, Shri Sampat can help me out, SBI is fairly capitalised with capital
adequacy ratio of 14 per cent. If this is the position today, what is the urgency?

Urgency, of course, is not to raise capital. One can understand urgency is to bring in flexibility. You never know how
the market behaves. Tell us that. You are not saying that. The basic issue before us today is that after this Bill is passed
the SBI would refer to raise capital through a rights issue of equity shares rather than dilution of Government holding. But I
would insist that the Government should continue to be the major stake-holder in SBI. Flexibility is being provided today to
SBI but it should not become so flexible that the bank will lose its character.

The long delay between the time the Bill was first introduced in this House and now tells the story about the kind of time
lags that plague key decisions on public sector undertakings.SBI will be given more autonomy but what about competition?
Where do we figure in the world arena? It was asked by Shri Nishikant Babu. The autonomy should also extend to PSB
boards rather than Finance Ministry officials taking decisions on whether to merge or acquire other public sector banks.
That should also help improve efficiency in the largest segment of Indian banking industry. Private and foreign banks are
still minor players today.



There is a need to have more branches of banks and RBI should give more licences. The total institutional lending
that is being done in our country today is much below 50 per cent and that is why, there is a need to open more branches
of different banks. That is probably the best way to spur SBI and other large PSBs to improve their efficiency and
performance.

There is another possibility. It is not an apprehension but this could be that this Bill could be a trial balloon to test how
greater reductions in its ownership of banks are likely to be received. I would conclude by reminding this House when SBI
hired the Brabourne Cricket Stadium in Mumbai to show case its technology prowess -- I think many of us have seen that or
you must have read about it -- the bank came of age. That evening whoever had witnessed that event which the SBI had
organised must have seen that. The bank had bought all its 13,000 branches under what is known as core banking solutions
making it one of the largest banks in Asia to have a single CBS platform. One can say that the elephant has learnt to dance.
But I would also add here that it will dance to a tune only when the middle class, high net-worth customer and the poor of
this country believe in its functioning and have faith in it.

I think the Bill that is being passed today invariably has the support of cross-section of the House. This is a forward
looking Bill and our Party also supports this Bill. You are testing a balloon and I would request that make it more efficient.

SHRI ANANDRAO ADSUL (AMRAVATI): Mr. Chairman, Sir, on behalf of my Party, Shiv Sena, I support the State Bank of

India (Amendment) Bill, 2010. So many practical amendments have been suggested. One of the important objectives is to
achieve the capital adequacy norms for the sake of improving the basic financial health of the banking system and thus
improve its international credibility as our State Bank is spread in more than 50 countries. Like this, there are so many
amendments which I welcome. The SBI can issue equity shares or bonds. There is no express provision in the principal Act
which allow SBI to issue preference shares and also the bonus shares. The Bill seeks to provide for enhancement of the
capital SBI by issuing the preference shares to enable it to raise resources from the market by public issue, by preference
allotment or private placement. There is a need to raise capital adequacy norms as the growth of overall business of the
SBI would require an increase in the capital base. The Bill proposes to reduce the shareholding of the Central Government
from 55 per cent to 51 per cent. The reason for this is best known to the Government. But there are doubts in our minds as
to the reason for which this is being done.

Secondly, there is a suggestion that the capital of the SBI should be to the tune of Rs. 5,000 crore divided in the shares of
Rs. 10. It is a welcome amendment. Also, the SBI will now be allowed to issue bonus shares to the existing equity
shareholders as per the directions of the Reserve Bank of India and the approval of the Central Government. The Bill also
seeks to provide for nomination facilities in respect of shareholding by individuals or joint shareholders. There is also a
provision for appointment of four Managing Directors but I do not know the reason as to why it has been proposed to
abolish the post of the Vice Chairman.

There is another suggestion for restricting the tenure of the workmen and employees to 3 years. Previously, the provision
was that they would be allowed to continue till a substitute was found. I would like to thank the hon. Finance Minister for
having taken into consideration the change in the names of the metro cities, namely, Mumbai, Kolkata and Chennai. I would
also like to appreciate the fact that this Bill seeks to set qualification standards for all the Directors which was very much
essential and the Bill also suggests that they should be from the any one of the fields of Agriculture and Rural economy,
Banking, Co-operation, Finance, Law or Small Scale Industries. I welcome this step.

SHRI S. SEMMALAI (SALEM): Mr. Chairman, Sir, thank you very much for giving me this opportunity to speak on this Bill.
The State Bank of India (Amendment) Bill introduced by our hon. Finance Minister aims at increasing its capital base. The
State Bank of India controls one-fifth of the country's banking system in terms of assets. The bank to meet its requirements
requires Rs. 35,000 crore over the next five years to maintain the capital adequacy ratio of 12 per cent. I think, this is the
reason as to why this amendment to the Act has been brought forward.

The Government is the largest shareholder with 59.41 per cent stake. But the proposed amendment will reduce the
ownership by around 8 per cent. The amendment will allow the State Bank of India to raise capital from the market. We
believe that this move will not pay the way to privatisation of the public sector banks.

Sir, I would like to say a few words on the amendments that have been proposed to the State Bank of India Act, 1955.
Section 19(b) sub-section (1) of the proposed amendment empowers the Reserve Bank of India to appoint one or more
persons as Additional Directors of the State Bank. I feel that this Section may be made clear. Such Additional Driectors so



appointed, in case of need should be from one of the various disciplines mentioned in Section 19(A).

This should be looked into. The Government of India is vested with powers to supersede the Central Board in case the
action of the Board is detrimental to the State Bank's interest. In this place, the Central Government may appoint an
administrator to run the affairs of the Bank. What I want to say at this juncture is that the Central Board may get
superseded for a period of twelve months. I feel that this time frame of 12 months is extremely long. I wish that Section
24A of the proposed amendment be recast that the period of supersession does not exceed more than six months. It is
because the Bank should not function without the Central Board for not more than six months.

There is yet another issue on which I wish to say a few words. Section 38A(1) of the amendment provides for depositing
unclaimed dividend and dividend which has not been paid to a shareholder to the 'unpaid dividend amount'.

I would like to know why the dividend due to a shareholder remains not paid. What necessitates the dividend due to the
shareholder not be paid? This point has to be clarified.

With these words, Sir, I conclude by comments.

SHRI PRABODH PANDA (MIDNAPORE): Sir, while speaking on this important legislation, I register my serious objections
and observations on this sort of a Bill.

In the course of initiation of this Bill, the hon. Finance Minister rightly said that UPA-I had first brought the Bill in the Lok
Sabha in December, 2006 and it was referred to the Parliamentary Standing Committee. But it was not that all the
Members of the Standing Committee agreed on all the points in the Bill. Some Members of the Standing Committee have
given their notes of dissent.

Sir, my objection is mainly based on two points. Firstly, it is already mentioned by several Members, particularly the
Members of the Opposition, that it is going to reduce the share of the Government from 55 per cent to 51 per cent.
Secondly, if the Bill is passed, the Central Government will be empowered to appoint not more than four Managing
Directors, abolish the post of Vice-Chairman and enable the shareholders with at least Rs. 5000 worth of shares to contest
the election for the Directorship of the Bank. These two steps are a clear indication of privatization.

Sir, we are proud of our banking system. We are proud of the State Bank of India. Indian banks are not like the banks
in Europe and USA. In the global melting scenario, our bank system can perform well not following the lines of privatization
and globalization. The SBI would comply with the Basel Capital Accord, the current international framework on capital
adequacy adopted in 1988, and Basel Committee on Banking Supervisions, the new framework called Basel-II. So, what is
the explanation given? It is mentioned by several hon. Members that nationalized banks should be augmented.

More branches should be there at the village level. It should not be under the pressure of private owners and private
stakeholders. This sort of legislation would pave the way for privatisation and globalisation. It will harm us. If we move in
such a way, the reason which led to global melt-down, will happen in our country also. So, it is unwanted. Hence, my
appeal to the hon. Finance Minister is to have a relook, and revisit the issue. It should be recast. I know what would be the
fate of this Bill. Not only the Government or the Treasury Benches but also the principal Opposition Party is supporting the
Bill. In spite of bitter criticism, they are lending their support. In the Standing Committee some notes of dissent have been
given by some hon. Members from the Left.

SHRI PRANAB MUKHERJEE: Only by the Members belonging to the Left.

SHRI PRABODH PANDA : I do know the fate of this Bill. But even then we have the right to register our objections and
reservations.

With these words, I conclude.
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SHRI S.S. RAMASUBBU (TIRUNELVELI): Mr. Chairman, Sir, I thank you for giving me this opportunity to speak on the State
Bank of India (Amendment) Bill, 2010.

Sir, I rise to speak on the State Bank of India (Amendment) Bill, 2010. At the very outset, I would like to say that the State
Bank of India (Amendment) Bill is very timely and it is a positive step taken by our Government. The Bill aims at reduction
of shareholding of the Central Government from fifty-five per cent to fifty-one per cent consisting of the equity shares of the
issued capital. This is a positive feature to provide the SBI with the option to raise capital in case of requirements by
accessing the capital market and by going for public issue.

I thank our able Finance Minister for his brilliant initiative of bringing this Bill here. The positive feature of this Bill is that it
aims at providing flexibility in the management of banks. It aims to increase the authorised capital of the State Bank of
India to Rs. 5,000 crore and also to enable the Central Government to increase or reduce the authorised capital. For the
benefit of the shareholders, the bank can also issue bonus shares.

When we see the global financial system, when a problem arises in the world financial system, our financial system is not
affected because it is very firm and strong. We have to thank Indiraji because she has nationalised all the 14 commercial
banks. After the nationalisation of banks, our economy has developed very much. At the same time, monetary policy is very
important and our able Finance Minister is managing the economy very efficiently. Our apex bank, the Reserve Bank of
India, is controlling all the nationalised banks and one of the very important nationalised banks is the State Bank of India.

State Bank of India plays a very vital role in the monetary sector of our country. It is lending various advances to the people
especially in priority sectors like agriculture and small scale industries. The corporate sector is also getting more advances
from the State Bank of India. But the State Bank of India has to be strengthened. That is very important. This is the aim of
this Bill. The main aim of this Bill is to make the State Bank of India a very strong one because we have to compete with
various foreign banks now.

Then, there is inflationary pressure on the economy now. We have to reduce inflation and at the same time, we have to
develop the financial system and also improve lending. For that purpose, strengthening of the State Bank of India is very
important. So, timely action is taken through this Bill.

Sir, once upon a time, the bank job was lucrative and the employees of the banking sector were used to be called 'white-
collar' employees. Now they are called 'blue-collar' employees because most of the employees of the Government and other
sectors are getting more salary than bank staff. Now, our Finance Minister has raised the salary of banking sector
employees by 17 per cent. This is very much worth appreciating. Pension also is raised in Banking Sector. But they are
requesting that it has to be given with retrospective effect, that is, from the date of the agreement. I would request our
hon. Finance Minister to help these employees.

We have to protect our banking sector and this Bill is a very timely Bill to achieve this objective. So, I, once again,
appreciate our hon. Finance Minister and the Government for bringing this Bill. Our Communist Party Member Shri Sampath
said that this would lead to privatisation. How can he say that it would lead to privatisation? Through this Bill, it is aimed to
reduce the Government shareholding from 55 per cent to 51 per cent. Even then, it is not a measure of privatisation. It is
done for strengthening of the banking system and that is very important.

The banking system is very important for the development of our country. We have to improve our lending system by giving
more and more loans to the needy people. We have to insist the banks to give more loans for education. In rural areas,
people are expecting nationalised banks to give more and more education loans.

It is a very important investment for the human resource development. The hon. Finance Minister should take care to give
more importance to education loans. We have also to give loans for agricultural purposes, for the village people. The State
Bank of India will have to open more branches in villages and have to give more loans for agricultural purposes because we
have to produce more food products and have to reduce the prices of the commaodities. So, the banking sector will have to
help them.

With these words, I welcome this Bill.

*SHRI PRASANTA KUMAR MAJUMDAR (BALURGHAT) : Hon. Chairman Sir,
banks are an inseparable part of the Indian society and economy. In the



villages, rural areas, cities and towns, banks are found every where. They
are with the farmers, agriculturists, small entrepreneurs, people of SC / ST
communities, backward communities, minority muslims helping in
education, agriculture, industry and various other sectors. Thus the network
of banks should be extended more and more to the remote, far-flung, rural
areas. More branches should be opened in every place. Hon. Finance minister
must be aware that in many villages, only State Bank of India is found. But
branches of other banks are nowhere to be seen. In those areas, SBI does
not take the responsibility of implementing NREGA schemes. So the people
have to travel to far-off places to deposit money in post office and thus are
deprived of jobs under the Government schemes.

Besides, the local people of the villages should be given opportunities to work in the State Banks; they should be recruited
as employees in their local branches and encouraged to perform their jobs sincerely. This would be my humble request to
Hon. Finance Minister. However I am unable to support this State Bank of India (Amendment) Bill 2010 for one reason.
Previously the NDA Government and now the UPA Government have accepted the tenets of privatization, liberalization and

disinvestment. Today the Government share in SBI has come down to 51% from the existing 55%. The moment it touches
49% the bank will become a private bank.

If any big bank or organization starts purchasing more and more shares and securities and begins to control 25% or 30% of
the market, then it will have an adverse effect on the State Bank of India which in turn will be controlled by the

* English translation of the speech originally delivered in Bengali.

master organization. Thus indirectly there will be privatization in another form. The interests of the wealthy and rich people
will be taken care of while the poor common people of the country will continue to suffer. So here is a word of caution from
my side on the floor of this august House. Be careful in treading the path. For this reason, I am not in favour of passing this
Bill..

Another issue is of removing the Vice-President of SBI. What is the use of doing so? When you have already decided
to appoint four new managing directors, what is the need of doing away with the post of Vice-President? It will serve no
purpose.

Once again I would request Hon. Minister to make SBI responsible for implementing NREGA programmes which would help
the poor people of our country.

Due to paucity of time, I don't want to make a lengthy speech and thus with these words, conclude.



SHRI PRANAB MUKHERJEE : Mr. Chairman, Sir, first of all, I would like to express my deep appreciation to all the hon.
Members who have made their contribution and given suggestions by participating in the discussion on the amendment to
the SBI Act.

In my introductory observations, I have stated the background. There is no doubt that it has been delayed from 2006 to
date, that is, 2010. It has been scrutinized by the Standing Committee. Certain amendments and recommendations were
made by the Standing Committee and those amendments are approved by the Cabinet.

When it was about to be placed before the House, the Fourteenth Lok Sabha completed its term.

Thereafter, the exercises had to start de novo. There is no doubt as all the Members have expressed satisfaction
over the performance of Indian public sector banks particularly in the context of the global meltdown. When most of the
powerful banks in different parts of the world, particularly in Europe and in North America have collapsed or have been
substantially and adversely impacted by the financial meltdown and international crisis, Indian banking system remained
substantially unaffected. One of the reasons was that our regulatory system was solid and another, of course was that our
exposure to this type of volatile situation was minimum and that too speaks of our professional approach. Somebody may
consider it a bit conservative but I appreciate it. It is correct. That is the reason why our banking system withstood the
adverse impact which has substantially affected the banking industry all over the world.

Before I go to some of the important issues, I would just like to give a broad parameter under which the State Bank of

India is functioning. The State Bank of India's deposit is Rs. 8,04,116 crore; these figures relate to 31t March, 2010. Its
advances are Rs. 6,41,480 crore; priority sector advances are Rs. 1,89,420 crore; agricultural advances are Rs. 78,250
crore; advances to weaker sections are Rs. 56,805 crore; and its net profit is Rs. 9166 crore. Its Capital to Risk weighted
Assets Ratio is 13.39 per cent, of which, Tier I capital is 9.4 per cent. Its number of branches is 12,496: branches under the
core banking solution. The State Bank of India is one of the banks which has achieved hundred per cent core banking
solution. Its number of ATMs is 16,369; its number of employees is more than two lakh; and business per employee is Rs.
636 lakh. These are the broad figures in respect of the State Bank of India's performance.

Basel Committee's recommendation has been referred to. I am glad to inform that Tier-I capital of S.B.I. is 9.4 per cent and
Tier-II capital is 4 per cent. Our public sector banks have minimum 12 per centof total CRAR; so it is well above the Basel-
IT Committee's recommendations.

Nishikant j/referred to about the two committees: Tarapore Committee and Damodaran Committee. Tarapore
Committees I and II have laid out a road map of the capital account convertibility. Damodaran Committee is to examine,
among other things, as to how the complaints are being dealt with by the banks. As and when their examination will be
completed, it will be executed.

Questions have been raised that why the banks are not permitting, particularly the SBI, in NREGA. I do not know of
any particular branch whether they have done it or not but the macro figure which I have, as of late, banks are making
NREGA payments to over five crore beneficiaries. These include the State Bank of India also. The State Bank of India has
been meeting the target of 18 per cent agricultural advances.

18.00 hrs.
MR. CHAIRMAN : Hon. Finance Minister, please wait for a minute.

Hon. Members, now it is six 0' clock. The time of the House may ebe extended till the passing of this Bill. I think, the
House will agree with me.

SEVERAL HON. MEMBERS: Yes.
MR. CHAIRMAN: Okay, the time of the House is extended till the passing of this Bill.

Hon. Minister, please continue.



SHRI PRANAB MUKHERJEE: Sir, I will not take much time of the House. I will just complete my speech by sharing some
information.

Sir, I deeply appreciate the way the Members are cooperating to complete two important legislative business in one
afternoon session. This speaks of one thing that if we want to do something, we can set an example how quickly and how
effectively we can do that.

The State Bank has been meeting its target of 18 per cent agricultural advances each year in the last three years. Some
hon. Members including Shri Nishikant ji and a couple of others have asked whether the State Bank is going to have an
overambitious target or not. It is true that SBI has already covered — I am telling this in the context of their performance —

one lakh villages under the financial inclusions by 31t March, 2010. In the next two years, they want to cover another one

lakh village, 50,000 villages each every year, by 315t March, 2012. This will include the target of 12,000 villages which are
having 2000 population given by the Government. Here, I would just like to explain a little. If we expect that these villages
will be covered by brick and mortar branch, it will not be possible.

In 1969 when we nationalized 14 scheduled commercial banks, the total number of the bank branches all over India, on the
day of nationalization, was a little more than 6,800. Today, we are having more than 87,000 bank branches of the public
sector banks. If we compare where we started 41 years ago and where we are today, the figure may be substantially
impressive. But we shall have to keep in mind that there are 600,000 villages. Therefore, keeping that in mind, it would not
be possible to provide a brick and mortar branch to a large number of villages within the stipulated period. But we shall
have to provide the banking services. How to do that? There comes the questions of taking new technology; the questions
of business correspondent; the questions of innovative schemes including the mobile banks. A large number of banks are
doing this.

So, when we are talking of providing the banking facilities, it includes all. Of course, the branch expansion is there. The
Reserve Bank has liberalized the bank branch expansion. For the rural branches, the Reserve Bank has decided that there
would be no need of permit. Therefore, branch expansions can take place, and each bank is having a branch expansion
programme.

During the reply to the debate on the General Budget, I mentioned that I would undertake an exercise of going to the
States' Headquarters and have an interaction with the Chief Ministers and the Finance Ministers in the presence of the
Chief Executive of the banks to identify the problems of the States and to expose the Chief Executive of the bankers
operating in those States to respond and to give their suggestions, and an action plan as to how they are going to address
the issues raised by the State Chief Ministers and the Finance Ministers. I am happy to inform that I had started this
exercise from the middle of June and I had been able to complete it. I had met the Chief Ministers and the Finance
Ministers of the Eastern Zone at Patna; I had met the Chief Ministers and the Finance Ministers of the Northern Zone —
North and North-Western — at Chandigarh; I had met the Chief Ministers and the Finance Ministers of the Western and the
Central Zones in Maharashtra, Mumbai and of the Southern Zone at Hyderabad. I had completed this exercise and I myself
had been benefited.

The Chief Executives of the banks have also been able to provide the necessary clarifications and also have taken
note that where action plan is required. After sometime, we would again evaluate it and decide what steps we can take.

Banks have also been advised to develop the human resource development. Somebody had mentioned about it. We have a
system of the Bipartite Wage Negotiations covering all the public sector banks. Most of the private sector banks have also
joined that. Indian Banks' Association (IBA) represent the Banks recognised employees' union, which are about five to six
in numbers. They sit in the bipartite arrangements, and after they settle, that Wage Negotiation goes on. In the banking
sector, recently it has been concluded to the satisfaction of the employees and also to the satisfaction of the all concerned.

Now, questions have been raised that why have we proposed to abolish the post of the Vice-Chairman and bring four
Managing Directors. In fact, the post of the Vice-Chairman in the State Bank of India has not been filled in for quite
sometime. Experiences show that the absence of a Vice-Chairman has not affected the functioning of the bank. Dr.
Raghuvansh Prasadiji is a great mathematician; naturally, he would like to dwell on this from his mathematical point of view
that it can be zero, it can be one, and it can be up to four. But that is the legal language. Even when we pass an Act
prescribing the punishment, we use the words, 'imprisonment not less than, say one year, not less than six months.' 'Not
less thana€}' means from zero to the maximum point. But that is the legal terminology, which is being used in the Acts. We
have just done the same thing. So far as the four Managing Directors are concerned, it would be done in consultation with
the Reserve Bank of India.



In this case, a question has been raised as to why we are giving that the RBI would be in a position to appoint the
Additional Directors. Here, please remember that the State Bank of India Act was passed in 1955; the Banking Companies
(Acquisition and Transfer of undertakings) Act was passed in two phases — first, in 1970 to cover 14 nationalised banks;
and second, in 1980 to cover another six banks. But about the nationalisation of the State Bank of India, it was enacted
long ago. Now, we are having these provisions in those two Nationalisation Acts. We are wanting to bring it at par as far as
possible. Though we are not changing the Act, we are not saying that the SBI Act would be scrapped and it would be
covered by the Acts on Nationalisation of the Banks No. The SBI will continue to stay as a separate independent statute but
at the same time, efforts are being made to see, as far as possible, that it comes nearer to that.

The SBI has grown substantially. For the last three years, the growth of advances of SBI has been like this. In March, 2008,
it was Rs. 4,23,071 crore; in March, 2009, it was Rs. 5, 48,540 crore; in March, 2010, it was Rs. 6,41,480 crore; and in
March, 2011, we are expecting it to be Rs. 7,82,650 crore.

Somebody had asked about the Education Loans. I have got some figures in this regard. In March, 2008, the number of
education loan accounts was 12,46,870 and the amount was Rs. 19,816 crore.

As on March, 2009, the number of accounts was 16,03,385 and the amount was Rs.27,645 crore. As on March 2010, the
number of education loan accounts was 18.51 lakh and the amount was Rs.34,192 crore. You will notice that within three
years, it has almost been doubled from Rs.19,000 crore to Rs.34,000 crore. In terms of number of accounts, there has been
almost 50 per cent increase from 12 lakhs to 18 lakhs. The share of the State Bank, in terms of number of accounts is 4.34
lakhs and the amount is about Rs.8700 crore.

In this connection, certain other aspects have also been raised and because the names of some banks have been
mentioned, I would like to clarify that the health of those banks is not bad because banks depend on credibility. If a
Member of Parliament says on the floor of the House that this bank is going to be weak or this bank is going to do poor
performance, that will have adverse impact in the minds of the people and it will be pernicious for the performance of the
bank's profit. Therefore, I would like to clarify the position. The names of four banks, namely, Allahabad Bank, UCO Bank,
United Bank and Central Bank have been mentioned.

Now, the gross advances they have made in the last three years are as follows. As on March, 2008, the Allahabad
Bank's advance was Rs.50,312 crore and their net profit ending on March, 2008 was Rs.975 crore. The UCO Bank's
advances were Rs.55,627 crore. The net profit was Rs.412 crore. The United Bank's advances were Rs.28,152 crore and
the profit was Rs.319 crore. The Central Bank's advances were Rs.74,287 crore and the profit was Rs.550 crore. This was
the position three years ago.

Coming to the latest figure, Allahabad bank's profit is Rs.1,206 crore. It has gone from Rs.975 crore to Rs.1,206
crore. The UCO Bank's profit has gone from Rs.412 crore to Rs.1,012 crore. The United Bank has come down a little less
but nonetheless there is a profit. It has gone from Rs.319 crore to Rs.322 crore. The Central Bank has increased to almost
double the profit from Rs.550 crore to Rs.1,058 crore. I quoted these figures only to say that they are not
weak....(Interruptions) 1 am not going to give you all these details because these papers are made available for Parliament.
As these names were mentioned, I gave the background that if the position is not clarified, people will feel that these
banks are going to be weak. That is why, these positions were required to be clarified.

Another issue has also been raised about the dividend payments. Most of the public sector banks have been regularly
paying dividends to the shareholders. The aggregate amount of dividend has also been increased substantially. Now,
guestion has been raised sometimes that whether in order to have better health, we permitted some of the banks to pay
less dividend. It is not because of that. As I mentioned, our banks were least affected because of the impact of the adverse
financial melt-down. But some of the banks have found it otherwise. So, I told them that if anybody wants to give reduced
quantum of dividend, they will be permitted to do so. But they are using the balance of their profits to enhance the capital.

The hon. Members have identified and have supported the real reason of bringing this Bill to expand the capital base of the
State Bank of India. The figures, which I have quoted, may sound that it is very substantial like Rs.4 lakh crore advances,
etc., but compared to the other giants in rest of the world, our bank's position should improve. As Mr. Nishikant Dubey said

that it was 57th position and now, it has come to 64th position. We do not want to have that.

We would like that our position should improve. That is why we are adopting two ways of our functioning. We are
urging and encouraging them to merge the subsidiary banks so that the same brand name can be used and they can be
consolidated to have larger access to the assets, larger access to the infrastructural facilities already available in the main
bank and in the subsidiaries. The process of consolidation will strengthen the bank. That is one aspect.



The second aspect is, of course, the capital base. Now an apprehension has been expressed that when I am going to have
51 per cent capital, reducing from 55 per cent, whether it is an indication that a day may come when 51 per cent would be
49 per cent. My clear assurance to this House — it is not just an assurance, it has been enacted in this Act, it has been
enacted in the other Acts — is that under no circumstances — I repeat, under no circumstances — the Government
shareholding in these banks will be below 51 per cent.

I would not like to bother or waste the time of the House. All the 20 banks where the Government shareholding is there, it
is quite satisfactory. It varies between 75 per cent, 72 per cent and 76 per cent. In some banks, of course we have, for
raising the capital, expanding their activities, brought it down to 62-63 per cent from 100 per cent. But, no bank will be
permitted to bring it below 51 per cent. The Government shareholding should continue to be a minimum of 51 per cent, in
all banks including the SBI.

The present provisions in the SBI Act are an enabling provision. It will enable the State Bank to do it if they want.
Certain other facilities which were available to other banks and other similar organisations, including issue of bonus shares,
preference shares have been given. It is because in the 1955 Act these were not very relevant. The Indian capital market
had hardly developed in those days. Think of 1950, 1951, 1952, or 1953. What were the resources we raised from the
capital market? Even in the early 1980s, it was a very paltry sum. But there has been a sea-change. Therefore, this should
get reflected in amending the Act. Exactly that has been done.

Again, I express my gratitude for the overwhelming support which this piece of legislation has received.

MR. CHAIRMAN : The question is:

"That the Bill further to amend the State Bank of India Act, 1955, be taken into consideration."

The motion was adopted.

MR. CHAIRMAN: The House shall now take up clause by clause consideration of the Bill.
The question is:

"That clauses 2 to 33 stand part of the Bill."

The motion was adopted.
Clauses 2 to 33 were added to the Bill.

Clause 1, the Enacting Formula and the Long Title were added to the Bill.

SHRI PRANAB MUKHERJEE: I beg to move:

"That the Bill be passed."

MR. CHAIRMAN: The question is:
"That the Bill be passed."

The motion was adopted.



MR. CHAIRMAN: The House stands adjourned to meet tomorrow at 11 a.m.

18.20 hrs.

The Lok Sabha then adjourned till Eleven of the Clock

on Tuesday, August 3, 2010/ Sravana 12, 1932 (Saka).

* The report was presented to Hon. Chairman, Rajya Sabha on the 2gth June, 2010 and was forwarded to the Hon. Speaker, Lok
Sabha the same day.

* Not recorded

* English translation of the speech originally delivered in Tamil

* Not recorded

* English translation of the speech originally delivered in Bengali
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