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Shri Pataskar: Whatever it is, by 
raising it from four to six, we do not 
dp anything which is in conflict with 
the provisions of the Constitution.

»Ir. Speaker: Out of 50, one-twelfth 
is four. The article reads:

“as nearly as may be, one- 
twelfth shall be elected by ^ecto- 
rates consisting of perscms 
residing in the State who have 
been for at least three years 
graduates of any university in the 
territory of India or have been for 
at least three years in possession 
of qualifications prescribed...**
Shri Pataskar: I will explain i t  In 

article 171 itself there is clause(2): 
“Until Parliament by law other­

wise provides, the composition of 
the Legislative Council of a State 
shall be as provided in elause 
(3>.**
That was the arrangement pres­

cribed in the Constitution until it 
was decided by Parliament, and now 
Parliament is going to decide what 
the constitution of the Legislative 
Council of Madras will be. When the 
article was enacted they referred to 
the existing Council, and there was a 
provision that until Parliament by 
law otherwise provides the composi­
tion will be as provided under clause
(3).

Mr. Speaker: Therefore, now Parlia­
ment is making this law.

Slirl K. K. Bmb: What I So.
worried about is that we Aould 
frame the law with full clarity and 
there should be no judicial decision 
knocking off what we have done.

Bfr. Speaker: So far as this matter 
is concerned, in some portions of the 
Constitution, for example in article 4, 
it has been provided that notwith­
standing the fact that an amendment 
may affect the Constitution, it shall 
not be considered to be an amendment 
of the Constitution for the purposes 
of article 368. Changing the number 
of Members of the Legislative 
Assembly shall hot be to be

an amendment of the Constitution. 
Therefore, in the States Reorganisa­
tion Act the schedule was added to the 
Act instead of amaiding the Consti­
tution so far as the Schedules are 
concerned. Similar provision is made 
in article 171. In the absence of clause
(2) of this article, any change in the 
proportion as set out in clause (J) 
will have to be made only by amend­
ing the Constitution. To avoid that, 
clause (2) has been inserted there 
imder which Parliament can alter the 
relative proportions. It is open to this 
House to say instead of four, we shall 
have six notwithstanding the fact that 
it militates against sub-clause (b) of 
clause (3) of article 171. It is quite 
in order.

The question jg:
“That the Bill, as amended, be

The motion was adopted.

STATE BANK OF HYDERABAD 
BILL

The HOnister of Bevenne and De­
fence Expenditure (Shri A. C. Oaha):
I beg to move:*

**That the Bill to transfer the 
share capital of the l^yderabad 
State Bank to the Reserve Bank 
of India and to provide for its 
proper management and other 
matters connected therewith or 
incidental thereto be taken into 
consideration.”
This Bill was introduced in this 

House on the 28th August during the 
last session, but in spite of our best 
endeavour, we could not find time to 
get the Bill passed by Parliament.

[ M r . D e p t j t y - S p e a k k r  in the Chair] 
14.34 hrs.
In the meantime, States* reorgani­

sation was going to take place which 
in ^ e c t  would split up the State of 
Hyderabad into three different States. 
So, there would not be any single 
authority to look after this Hyderabad 
State Bank and none also to ensure 
the continuance of its functions and

•Moved with the nram^^Bdstion of the President.
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duties without dislocation and with 
proper ^safeguards for the banking 
and treasury functions which the 
Bank had been performing as agents 
of the Reserve Bank of India in 
Hyderabad State. The State Bank of 
Hyderabad Ordinance 1956 was 
therefore promulgated to take care of 
this situation. Otherwise, there would 
have been a sort of vacuum as regards 
the authority to manage the Bank.

The Ordinance was issued on 26th 
September, 1956 with a few variations 
from the Bill as presented to Parlia- 
mefnt The Bank - has thus already 
started functioning as a wholly 
nationalised concern. The compelling 
necessity for immediate legislation by 
Ordinance has been explained in a 
statement already placed on the Table 
of this House. It is now for the House 
to consider the Bill and to pass it 
with a few amendments consequential 
to the promulgation of the Ordinance.

I shall now mention a few facts 
about the Hyderabad State Bank. It 
was established in 1942 imder the 
Hyderabad State Bank Act (No. XIX 
of 1350 Fasli). Prior to the financial 
integration of the Hyderabad State 
with the Centre, the Bank served 
more or less as the Central Bank for 
the former Hyderabad State. By an 
agreement entered into by the Bank 
with the State Government, it per­
formed the Government banking and 
treasury work, managed the public 
debt, issued new loans and administer­
ed the Osmania Sicca paper currency. 
The Bank had a paid-up capital of 
Rs. 75 lakhs expressed in Osmania 
Sicca rupees, divided into 75,000 
^ares of O.S. Rs. 100 each fully paid. 
The equivalent of the total share 
capital in Indian currency is Rs. 64*29 
lakhs. Fifty-one per cent of the share 
capital was held up by the Govern­
ment of Hyderabad and the rest by 
the private shareholders. The &mk 
had ten directors including the Presid­
ent and the Managing Director. Among 
them, the Hyderabad Government had 
powers to nominate the President, the 
Managing Director and three others, 
iThree directors w ^ e  elected by the. 
shareholders, and two co-opted by

the rest of the directors. The Grovem- 
ment of Hyderabad enjoyed various 
other powers also in regard to the 
management of the Bank.

In April, 1953, the Government of 
Hyderabad appointed the Reserve 
Bank as their sole bankers. A  separate 
tripartite agreement between the 
Reserve Bank, the Hyderabad State 
Bank and the Hyderabad Government 
was also entered into at the same 
time, according to which the Hydera­
bad State Bank was appointed as the 
sole agent of the Reserve Bank in 
Hyderabad territory and accepted a 
scheme of control by the Reserve 
Bank. Copies of these agreements 
have been placed in the library for 
reference if required by hon. Members. 
The Government of Hyderabad also 
agreed to nominate two officials 
representing the Central Government 
and the Reserve Bank respectively as 
directors on the Board of ibe Hydera­
bad State Bank against the quota of 
three directors which the State
Government was entitled to appoint.
The Hyderabad State Bank has, under 
this scheme, been managing, on 
behalf of the Reserve Bank, the 
treaury business of the State Govern­
ment at 33 centres and has been in 
charge of the currency chests and 
small coin depots at 25 of its branches. 
The provisions of the Banking Com­
panies Act, 1949, were not technically 
applicable to this Bank, but under
the tripartite agreement, as I have
stated before, the Hyderabad State' 
Bank voluntarily accepted certain 
control from the Reserve Bank. 
In this way, the Hyderabad State 
Bank was following the provisions of 
the Banking Companies Act, 1949 as if 
it was re^stered under the Indian 
Companies Act of 1913.

The Hyderabad State Bank has 
enjoyed a special position of import­
ance in the State. It is thus easy to 
see that there would have been 
c(msiderable dislocation in the per^ 
formance of the important functions 
of the Bank if the Ordinance had not 
been promulgated before the date of 
reorganisation of the States.
. The currency-chests and small coin 
depots would have been distributed
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oyer tiie 3 States and the <iuestion of 
distributing among the 3 State Gov­
ernments the special powers of control 
which the Hyderabad Government 
exercised over the Bcmk would have 
presented a difficult problem. It would 
not also have been possible for the 
successor State Goveniments to in­
demnify the Reserve Bank against 
losses that might have arisen during 
this period of transition in the 
currency chests entrusted to the 
Bank, as was possible when the 
Hyderabad Government had special 
powers of supervision and control
over the Bank. The Hyderabad 
Government undertook a certain 
responsibility also to indemnify the 
Reserve Bank in cases of certain 
losses accruing. But, as a resist of the 
reorganisation, the 3 successor States 
would not have the same legal 
responsibility. The Government of 
India came to the conclusion that the 
only appropriate solution would be 
to transfer the ownership and control 
of the Bank to the Reserve Bank of 
India so that there might be no inter­
ruption of the facilities which the 
Bank was rendering in the conduct of 
banking and treasury work over a 
large area.

I must also refer in this connec­
tion to the fact that l^ere has been 
a certain amount of critcism in 
regard to the working of the Hydera­
bad State Bank. The transfer of 
ownership and control of the Bank to 
the Reserve Bank of India will enable 
the Reserve Bank to exercise a more 
effective and close supervision over 
its affairs and ensure that it functions 
on sound lines. The Bank will, in 
other respects, fimction on the same 
lines as ^ e  State Bank of India in 
Hie aereas serv^ by it. As may be 
^3tpected, the nationalisation of the 
Bank has ^ t«B ed  ^onsid^able 
c^if^ges in the «otuetiiu(ion ahd func- 
tkmg erf the Bank. It would now woi*k 
oader th« ooia^ete control of the 
Reserve; Bank whatever m i ^  have 
been l^tory.

Claire 3 o t  the fiiill, however, pro­
vides for the cohtinuani^ of the body

corporate constituted by the H y d ^ -  
bad State Bank Act of 1350 Fasli and 
it is expressly laid down that the new 
name namely, ‘State Bank of Hydera­
bad’ will not affect the rights or 
obligations of the Hyderabad State 
Bank.

The compensation payable to the 
shareholders of the Hyderabad State 
Bank has been laid down in clause 6 
of the Bill. The rale of compensa­
tion has been fixed in consultation 
with the Reserve Bank. In fact, on 
an assessment of its aFsets and liabili­
ties the compensation has been fixed. 
The Reserve Bank :*arried out a 
special inspection cf the Bank in 
order to work out tne best possible 
estimate of the real worth of each 
share in the capital of the Bank. The 
total compensation payable will 
amount to about Rs. 70,71,000. The 
share of the Hyderabnd Government, 
who hold 38,250 out of a total of 
75,000 shares, was paid to them before 
the reorganisation of the States, that 
is, before 1st November, 1956. The 
remaining 36,750 shares are held by 
private shareholders but no private 
individual shareholder holds more 
than 200 shares. Now, compensation 
will have to be paid to these share­
holders.

Clauses 9 and 10 of the Bill deal 
with the proposal for the reconstruc­
tion of the capital structure of th® 
Hyderabad State Bank. Prior to taking 
over, the paid up capital of the Bank 
amounted to Rs. 64,29,000. The 
proposal is that the authorised 
capital should be fixed at Rs. 1 crore 
and the issued capital at Rs. 50 lakhs. 
This capital base is considered ad^  
quate for the present but provision 
for an increase of capital has been 
made in the Bill, if necKl for such 
increase should arise in the future.

The amount in excess of Rs. 50 
lakhs m the capital account of the 
Ijyderiabad State Bank will be trans- 
fejrred to the Reserve Fuiad. I would 
invite the attention of the hon. 
l ib b e r s  this connection to clauae , 

of the tiill relating to Reserve 
Fund. We intend tfeftt adjkistm^nts 
should be made in the amount stand*
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ing at the credit of the Reserve’ Fund 
hy way of transfer towards provision 
lor bad and doubtful debts, deprecia­
tion of assets and for similar purposes, 
to  the extent to which tiie Reserve 
Bank consiikT liiat adequate provi­
sion for these purposes has not been 
made in the past. It is not possible 
for me to indicate the amount that 
will remain in the Reserve Fund after 
these adjustments are made.

Clauses 11 and 12 of the Bill deal 
with the management of the Bank 
and provide for the Reserve Bank 
assuming responsibility for issuing 
directions to the Board of Directors. 
The BoaH will now consist of not 
more than six Directors, one of whom 
will be the Managing Director, two 
will be officials, one from the Central 
Government and one from the Reserve 
Bank, and the others are to be nomi­
nated by the Reserve Bank with the 
approval of the Central CJovemment. 
There will thus be scope for repre­
sentation of non-official elements on 
the Board.

Clause 16 provides that the Chair­
man of the Board will be nominated 
by the Reserve Bank from among the 
Directors other than the Managing 
Director, with the approval of the 
Central Grovemment. As present, the 
Central Grovernment’s nominee (a 
Joint Secretary of the Ministry of 
Finance) has been nominated by the 
Heserve Bank as the Chairman of the 
Board under the corresponding pro­
vision in the Ordinance promulgated 
•on the 26th September, 19S6,

Clause 24 is intended to enable the 
Hy4erabad B a ^  to function as the 
agent of the Reserve Bank, if so re­
quired, at any place where if has a 
'branch. The clause is modelled on 
section 32 of the State Bank df India 
Act, #ifh certain modlfieitions fh«t 
the terms and conditibns on whidh thie 
agency b u s in g  w in ht petformc^ 
*#ill be detesririined by the 
Bartk awd hut by m dtM  
fet^een the Reserve iSaiik df litflia 
tod  the ISarA d* ^de^ratettd m  
iias *beitfh p r o v i^  in ^  B M t
dt A< .̂ Is

considered more appropriate in the 
context of the relationship that will 
obtain between the Reserve Bank
and'the Hyderabad Bank. I hope hon. 
Members will realise that though this
Bank also will be owned by the
Reserve Bank, this Bank cannot be put 
on the same category or on the same 
level as the State Bank of India.

Te Hyderabad Bank will be able« 
under the proposed clause 25, to
undertake all forms of business which 
a banking company can transact 
under the Banking Companies Act, but 
it is proposed to reserve powers to the 
Central Government to extend or 
restrict the scope of such business, 
after previous consultation with the 
Reserve Bank of India.

Clause 28 provides for the transfer 
to the Reserve Bank of the balance 
of profits after making the usual pro­
visions, appropriations and adjust­
ments, The accounts will be closed on 
the 31st December each year as in 
the case of the State Bank of India. 
The Bank will belong to the Reserve 
Bank and so the profits will also 
accrue to the Reserve Bank. The 
provision for audit and returns are 
modelled on the corresponding section 
of the State Bank of Lidia A ct

Coming to the other important 
provisions included in the Bill, I may 
mention clause 32 which would 
enable the Reserve Bank to review 
transactions entered into by tiie 
Hyderabad State Bank witiiin tiie two 
years before the appointed di^ whidi 
do not a p p ^  to have been entered 
ittto in a bona fide manner.' It is 
provided that such review should be 
completed ?srithin a year from thfe 
ippointed

As I have stated, thsre hiis been 
some ^tioism  aSxmt 14ie o i
tiie Hyderabad State Bi^ik. 
it is aecessary for the Reserve #aak to 
retain this power Hmt the {>ast 
vitS« o t  the management majr te  
re-examined by the Reserve dank 
and, if necessary, proper action also 
may be tak^ under ihis

c it tm  3>i m n  
«  p m fA a m - m

iwrocn ca», h ncifeBBdyy, Be
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subsidised by the Reserve Bank. A  
similar provision has been put in the 
State Bank of India Act—in section
36 of the Act—and there a statutory 
Integration and Development Fimd 
^as been constituted. But a formal 
statutory Fund of this nature is not 
obviously necessary for the State Bank 
of Hyderabad, considering the 
restricted area of its operation. The 
Reserve Bank will determine the 
amount of subsidy which may be 
actually needed from time to time and 
arrange to pay it to toe State Bank of 
Hyderabad. This is meant to cover any 
losses which the Hyderabad Bank 
may incur in expanding its branches 
in rural or semi-rural areas.

The other proyisions of the Act are 
generally based on the corresponding 
provisions of the State Bank of India 
Act, but with the essential difference 
that the Reserve Bank wiU be able to 
exercise a wide measure of control 
over the Hyderabad Bank and assume 

"responsibility for close supervision 
over the conduct of its affairs. There 
is also an enabling provision, clause 
45, to facilitate the subsequent amal> 
gamation of the Bank ̂  with the State 
Bank of India, if such a step should 
be considered desirable and feasible 
at some future date.

The present Bill which is justified 
by the special ^considerations, as I 
have explained, applicable to the 
Hyderabad State Bank, will not in 
any way .prejudice or anticipate any 
decision which Government may find 
it necessary to take in regard to other 
State-associated banks. There are a 
number of practical difficulties and 
other factors to be considered in 
connection with the proposal made by 
the Rural C r^ it Survey Committee, 
and Government do not wish to be 
regarded as committed to any line of 
action in regard to the natioialisation 
6f such banks.

With these observations^ I move 
'ttiattlihe^Bill be taken into considera- 
tiOBijt' I ^ T e  tabled a certain number 

smamdments, mostiy consequential 
fit ^  Issue of the Ordinance on the

26th September, 1956/ for the nationa-^ 
lisation of the bank with effect from 
the 22nd October, 1956.

Mr. Depnty^Speaker: Motion mov<> 
ed:

‘That the Bill to transfer the 
share capital o f the Hyderabad 
State Bank to the Reserve Bank of 
India and to provide for its proper 
management and other matters 
connected therewith or incidental 
thereto be taken into considera­
tion.”
Dr. Rama Rao (Kakinada): In the 

ordinary course I would have request­
ed the Finance Minister to consider the 
State Bank of Hyderabad as a State 
Bank for the State of Hyderabad, but 
there are various complications, 
including the States’ reorganisation—  
our friends, who have gone to Bombay 
and Mysore would ask for a share,, 
and rightly they have a share in it, 
and more so for reasons which I am 
just going to point out.

' The State Bank of Hyderabad is in 
a very shabby condition. It has been 
managed as if it was somebody*® 
private property. They have made & 
mess of it. They have covered it ujy 
and the worst of it—that is my charge 
against the Finance Ministry—is that 
those very persons who were respon­
sible for the misuse of public funds 
are now put in positions of respon­
sibility.

Before going into further detail, I  
would request the hon. Minister in 
charge , to see that a thorough enquiry 
is held into the antecedents of every 
one of these people and then remove 
them from those positions of respon­
sibility. The Reserve Bank is well 
aware of these mischiefs and mistakes. 
In fact, it seems the Reserve Bank has 
pointed out to the Hyderabad State 
Bank repeatedly that the Hyderabad 
State Bank had gone against the rules  ̂
against the Hyderabad State Bank Act. 
Not only that. The Reserve Bank 
pointed out the conditions under which 
the Hyderabad State Bank ’Meâ  
appointed aŝ  an agent of the Reserve
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Bank and those conditions have been 
violated in regard to advances, in 
^regard to securities, in regard to 
Arrears^ in regard to recovery of 
amounts advanced, in regard to dis- 
xjounting bills and other things. As 
rumours go, the total amoimt now 
iound to be locked up should be 
round about Rs. 4 crores, of which 50 
per cent, even may not be recover­
able. It is a very sad state of affairs. 
O f the total bills discounted aggre­
gating to more than Rs. 80 lakhs, more 
t&an Rs. 60 lakhs are advanced to 
three parties, and repeatedly they 
iiave violated every rule of ordinary 
business and ordinary banking. One 
cannot help pitying and condemning 
the State Bank officials for being so 
^easily duped by these capitalists. 
Closer investigation will prove 
whether they were innocent dupes. 
Here comes my point. My suspicion 
is that they are not really so very 
innocent. Some of them, at least two 
x)f them, have been asked to vacate 
before any action was taken. This 
was done by the Reserve Bank, and 
;they have left. But there are others 
whom oiu* Government has placed in 
positions of responsibility, and it is 
about these people that we should see

• whether they were really dui>es.

This bungle is the outcome of the 
reckless lending policy pursued by the 
Bank in recent years. For instance, 
when some bills which were dis- 
•counted in one place, say in Hyder­
abad, were not honoured or paid up 
in Bombay, any Bank will stop further 
discounting bills from that firm or 
Irom that individual. But there are 
records to show that this practice has 
1?een continued, and the amount 
advanced here has been sometimes 
used to pay up the biUs. So many 
bogus transactions have been gone 
into. Secondly, these amoimts have 
not been advanced for genuine indus- 
irial enterprises. Most of it was for 
speculation. With their personal 
influence, they have played many 
tricks to use the money from the 
Hyderabad Bank for their own pur- 
_poses.

It is reported that one industrial 
concern had a large number of 
Razakars on its pay roll and used 
them for political purposes. It paid 
the money out of these funds and 
borrowed from the Bank, and when 
a certain State Finance Minister 
objected to the large amount of loan 
that had been outstanding, they 
inflated the assets and tried to satisfy 
him. But a further enquiry was held» 
^ d  what was the result?

When certain persons were asked to 
go into the financial position of that 
concern, they did not consider how 
much money can be lent to that indus­
trial concern, but how much would 
be necessary to replace that machi­
nery, which is absurd from a banker’s 
standpoint. Anyway, later on, it was 
foimd that it was worth much less. In 
all these cases there have been bills 
outstanding for a long time and no 
rules of banking either governing the 
conditions under which the Reserve 
Bank appointed the Hyderabad State 
Bank as an agent or governing the 
Hyderabad State Bank Act have been 
followed. I will not mention any 
names though I have got the names 
of individiials as well as firms. But 
I am trying to go into the past because 
it is very essential for our public 
morality to be maintained at the h i^  
level the Finance Ministry and baulk­
ing enjoy. As you know, this Bank 
has been grossly and knowingly mis­
managed,. and the Reserve Bank knows 
many of those details. Now that the 
Reserve Bank is taking it over, I am 
sure that a thorough enquiry will be 
made and not a mere whitewashing. 
In one case reports from the Bombay 
branch was received that a particular 
firm was not in a sound condition and 
that it was likely to go into liquida­
tion. Therefore, the party got the 
bills transacted through Hyderabad on 
Calcutta.*  ̂ These things happened with 
the knowledge of the officers of Hyder­
abad. That is my i>oint. The officers 
in Hyderabad received this informa­
tion from the Bombay Branch and 
yet connived at these bills being dis­
counted with the Calcutta branch. This 
was done by the Hyderabad offlcors



68i State Bank 21 N O V M bE R  1956 of Hyderahad Bill 68x

[Dr. Kama Rao] 
and those officers are no^ employed. 
That is the point. So, I request the 
Finance Minister to go into these 
details. Some of the senior officers at 
the head office are functioning both as • 
primary sanctioning and supervising 
authority and this has led to a lot of 
mistakes, wast^ and connivance. In 
one case credit has been raised from 
Rs. 17 lakhs to Rs. 33 lakhs and in 
this transaction director was interested 
and that director, I am sorry to state, 
is again in the good books of our 
Ministry. These things have to be 
investigated; I do not want to mention 
the name of the director, but he does 
not deserve to be there. Let the hon. 
Minister instruct the Governor of the 
Reserve Bank to a j^ in t  proper officers 
and go into the previous reports and 
records of the t^cers and then take 
drastic action. I am glad the Bill 
provides for a very important clause 
which on the face of it looks a little 
unjust. I am referring to clause 7 
which provides that all officers shall 
be presumed to have ceased to be 
officers. Therefore, they must take 
this opportunity of getting rid of some 
o f these officers about whom the 
Reserve Bank or the Inquiry Com­
mittee has got bad records to show.

15 hrs.
**Loan accounts had to be finally 

made and determined and when it was 
found that major part of the advances 
was not recoverable some namby- 
pamby security arr^gements had to 
be settle  and concluded as the 
result of negotiations in which the say 
of the d^tors prevailed,”

In this connection, there is a very 
interesting quotation from a well- 
known Manager of the Bank of 
England and he says:

‘"If you owe to your Bank 
M an i^r a himdred quid you are 

' under the grip of the Bank
Manager, but if you owe a hundred 

 ̂ thousand, the Bank Manager
* coii^s under your grip” .

This ^  exMtly what has hai^>ened 
in t ^  Hyderabad State Bank. These

creditors owed huge amounts, which, 
were beyond all reasonable trans­
actions; the Bank has gone on advanc­
ing more and more and probably the 
loss would be something like Rs. Z 
crores now.

I want to say one or two wordft 
about some of these officers. A  news­
paper cutting shows how a Secretary 
within a few years gets from Rs, 150< 
(Haly) to Rs. 1,800 (Indian money) he 
gets 12i per cent, house allowance, 14 
per cent, dearness allowance and 
Rs. 200 for entertainment allowance.
I do not know whether the ' hon. 
Finance Minister is aware of these 
matters.....

Sliri A. C. Guha: Who was this man?
Dr. Eama Rao: He is the Secretary 

of the Bank. This information is from 
a newspaper called New Outlook.

Shri Heda (Nizamabad): I think that 
there would be some misapprehenaiorn. 
if the hon. Member only says ‘S e c ­
tary*. I think, he was employed in 
another bank which was amalgamate: 
with this bank. I think he is r e f » -  
ring to that gentleman?

Dr. Rama Rao: I cannot say that 
because the position here is the Editor- 
of the New Outlook quot^ all the* 
salaries year by year, how initialljr 
he started on Rs. 150. Shri Heda 
must be knowing better. I think he- 
may be right. The fact however,, 
remains that he is in service now. 
That is my information. Th^n thiit. 
Secretary has been doing a little busi^ 
ness, as it were in motor cars. It will 
be interesting to note that these  ̂
officers are allowed a certain loan 
from the bank to buy a car; that is- 
perfectly reasonable, but you will be* 
surprised when you hear about thê  
number of transactions he had made. 
In 1950 he buys a Singer after borrow­
ing Rs. 7,200 from the bank. Then ' 
on the 23rd April, 1951 he clears the  ̂
debt and he buys a Buick^ borrowing 
Rs. 10,000 which he adjusts in July. 
In the same year, he borrows another- 
Rs. 14,400 and buys a Buick. In 1952̂ ,
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he buys a Morris Sedan for Rs. 8,675 
and in I9S3 he buys a Buick for about 
Rs. 12,000. These amounts have been 
borrowed from the bank. The Buick 
was brought from America and the 
parties that buy are under the obliga­
tion of the bank. It is for the hon. 
Minister to go into these details. These 
transactions of motor cars were very 
profitable and this Secretary has been 
giving advances to everyone of his 
relatives, mother, father, brother, 
sister, sister-in-law ^ d  every sort of 
people. The fact that he is the son 
of a Minister should not come in the 
way of the Reserve Bank of India or 
our Finance Minister taking drastic 
action against this man or other 
people.

Therefore, while supporting the Bill, 
I want to say one or two points more. 
The first is about the audit. There 
was a lot of discussion when we were 
talking of the audit of the State Bank 
of India. Still, I would request the 
hon. Minister to see that the Auditor- 
General is appointed as the auditor of 
the bank. If that is not accepted, 
when the Reserve Bank is authorised 
to appoint auditors, at least the 
auditors should not be the auditor of 
the Reserve Bank so that they would 
not be under the obligation of the 
Reserve Bank to be appointed as 
auditors in the Hyderabad Bank.

I now come to clause 32 which 
begins thus: “Where the Hyderabad 
State Bank had at any time within 
two years before the appointed dayi..” 
This period I think is not enoiigh, 
because to cover up̂  the same trans­
action, they have borrowed money 
more than what they have to pay and 
the latest transaction may be within
2 years. Some mischievous trans­
action may take place before that 
period. Iliis is a chain of transactions 
and hence I desire that the h<m. 
Minister should extend the time limit 
from 2 to 5 years.

Sub-dause 4 under Ihis clause reads 
as follows:

*"No applioi^on made by the Reserve 
Bank under this Secti<m shall be

entertained after the expiry of one 
year from the appointed day.”

I think that it is very easy for one 
year to expire. It will expire in no 
time. In the way the red tape works, 
we can understand how one year 
would lapse, and after one year the 
State Government cannot take any 
action against any of these people res­
ponsible for this mischief. Why .do 
you tie your hands before hand, when 
you are dealing with very capable, 
very efficient, vested interests who 
have done a lot of mischief? I sug­
gest that the period should be 
extended to 5 years.

While supporting the Bill, I request 
the hon. Minister to look into aU these 
matters, particularly the reports Of 
the Reserve Bank and see that a 
thorough investigation is done. It 
may be that he cannot get proper 
evidence to get obnviction against 
these clever people, but if there is any 
suspicion against &em, they must be 
removed from positions of responsi­
bility and he must see that this barft 
works on very healthy lines.

Sliri lilidiiiiddin (Hyderabad City): 
Mr. Deputy-Speaker, Sir, tiie BUI was 
introduced last August and has now 
come before this House for considera­
tion. The hon. Minister explamed in 
his introductory remarks that the BiU 
has been introduced on account of the 
disintegration of the Hyderabad State; 
he also explained its provisions. But,
I expected he would go into some more 
detail. For instance, the Committee 
of Direction of the All India Rural 
Credit Survey appointed by the 
Reserve Bank of India had submitted 
a report. An important recommenda­
tion of this Committee was that the 
Imperial Bank of India and the seven 
or eight other banks whose majority 
shares were held by the cx-indian 
States, ^ould be malgamated with 
the State Bank of India. The Hyder­
abad State Bank was one of the banks 
that should have been amalgamated 
as recommended by that Committee. * 

The ex-Finance Minister had 
accepted this recommendation withowt
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[Siiri MoUuddin] 
any reservation. When the State Bank 
of India Bill was discussed here, we 
were told that another Bill would 
shortly be introduced amalgamating 
these banks with the State Bank of 
India. No information is forthcoming 
as to how it happened that no Bill 
was introduced to this effect. We do 
not also know whether the Govern­
ment proposes to amalgamate them 
or not. The Chairman of the State 
Bank of India in his speech to the 
shareholders last year said that they 
were considering the amalgamation of 
certain small banks with the State 
Bank of India. Which were the banks 
he referred to, I am not sure. Now, 
the hon. Minister has, unfortunately, 
not explamed as to why that promise 
and the recommendation made by that 
Committee has not been given effect 
to. Thai was one point on which I 
expected him to enlighten us. I hope 
he will do so in his reply.

The hon. Minister has said that com­
pensation will bfe paid to the share­
holders of the bank. The ex-Hyder­
abad State Government was holding 
shares to the extent of 51 per cent. 
Compensation has been paid to them 
to that extent on the 1st November. 
He also said that cpmpensation to the 
other shareholders would be paid now. 
He inentioned that the Reserve Bank 
had assessed the assets and liabilities' 
of the Hyderabad State Bank and that 
it had recommended that a premium 
of Rs. 8-9-1 should be paid to the 
shareholders. The Government of 
India had also proposed that thi^ 
premium should be paid. On the one 
hand it proposes to pay a premiimi 
of nearly Rs. 10 to the shareholders; 
on the other it lays down, for instance 
in clause 32, that any transaction 
entered into by the Hyderabad State 
Bank during the last two years will 
be gone into by the Reserve Bank of 
India. If there is any irregularity in 
the transactions, all the case will be 
reopened and if necessary, a refund 
will be demanded. The High Court 
will be the authority for deciding such 
case9. If there is a large amount of 
bad debt—Dr. Rama Rao estimated

that the bad debt would be about 
Rs. 2 crores.....

Dr. Rama Rao: Ask the Besenre 
Bank.

Shri Mohioddia:
estimate.

I have your

Dr. Rama Rao: Yes. But, now ask 
the Reserve Bank.

Shri M<diiaddln: I do not know
whose estimate it is but Dr. Rama Rao 
has stated in his speech that the bad 
debt would amount to over Rs. 2 
crores, I hope the Finance Minister 
will inform us of the estimate xnade 
by the new management of the State 
Bank of Hyderabad or the newly 
appointed managing director and also 
the estimate of bad debt made by the 
Reserve Bank of India.

Pr; Rama Rao: May I point out that 
what I read was an article from a 
newspaper? I quoted it; it is there.

Mr. Deinity-Speaker: If the hon. 
Member reads from a newspaper, he 
has to take the responsibility.

Dr. Rama Rao: Of course, I do.

Mr. Deputy-Speaker: He must make 
sure that something written in the 
newspaper, which he quotes, has some 
substance.

Dr. Rama Rao: I stand by the words 
I said.

Shri Mohiuddin; I am glad, Sir, that 
you have reminded the hon. Member 
of his responsibility regarding what 
he says or quotes from newspapers in 
this House. He should personally 
•examine and make enquiries and 
satisfy himself that what he says in 
this House does carry some truth with 
it. I have read and examined the 
balance sheets. I will give an illus­
tration from the figures of the balance 
sheet as to the likely amount of bad 
debts that may arise. But, I wish the 
hon. Minister had also given us an 
indication as to the findings of the 
Reserve Bank. I may mention that
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during the last six years, since the 
integration or even before, from 1950, 
the Managing Director of this Bank 
was a person who was a highly res­
ponsible officer ih the Reserve Bank 
of India. As the hon. Minister men­
tioned, one of the officers of the 
Finance Ministry was nominated to 
the board of this Bauik. For the last 
five or six years the Reserve Bank and 
the Government of India have been 
directly connected with this Bank.

Now, the point that I wish to make 
is that, if on the one hand the Reserve 
Bank of India had found that there is 
a likelihood of a substantial amotmt 
of bad debts arising out of the trans­
actions entered into by the State Bank, 
why is it, on the other hand it is pro­
posed that there should be a premium 
on the shares? The shareholders are, 
after all, responsible for the soundness 
of the Bank. Why is it proposed that 
we should pay nearly Rs. 10 as 
premium to the shareholders? Why 
should not that large amoimt of, I 
believe, about Rs. 17 lakhs be carried 
to the reserve so that the reserve is 
^strengthened to meet the likely bad 
debts that may arise in due course?

I saiil that I would give some figures 
that I had noted down from the 
balance-sheets of the Hyderabad Bank. 
They have a bearing on the premiimi 
that we propose to give to the share­
holders. The balance-sheets from 1953 
to 1955 have been placed in the library, 
but I have got with me fi'rures from 
1952. The banks are reqtuued, under 
the concerned Act, to give details of 
the advances. The heads of the details 
o f advances are: (i) debts considered 
good in respect of which the bank is 
fully secured, (ii) debts considered 
good for which the bank holds no 
other security than the debtor’s 
personal security and (iii) debts con­
sidered good secured by personal 
liabilities of one or more pa^es in 
addition to the personal security of 
the debtor. Now, under the head 
“debts considered good secured by 
personal liabilities of one or more 
parties”, in 1952 the advance was 
Rs. 1,52,43,000. In 1953 it was

Rs. 1,91,32,000. In 1954 this figure 
jumped up to Rs. 3,53,00,000—nearly 
Rs. l i  crores more. In 1955 it amounts 
to Rs. 3,12,00,000. There .are slight 
changes in the advances made uncfer 
the first heading, that is, fully secured 
debts.

What is the reason for this suddan 
jump in the advances for which secu­
rities are taken note only from the 
debtor himself but personal security 
from others? This is a disturbing 
factor which strikes the eye of a 
person who closely examines the 
balance-sheets. This leads me to con­
clude— Î am not quoting from news­
paper reports as Dr. Rama Rao has 
quoted—that there may be some 
important development within the 
accounts of the Bank which requires a 
thorough examination and investiga­
tion, and which may also lead to the 
conclusion that there may be certain 
bad debts.

In spite of the reports which 
Rama Rao has quoted, I estmiate—and 
I want the hon. Finance Minister to 
confirm or contradict— t̂hat the bad 
debts may be about Rs. 80 lakhs. I * 
do not know. I have no chance of 
examining nor is there any source of 
information for me. But the Reserve 
Bank should be able to know better.
I want the Finance Minister to give 
us this information because clause 32 
has caused widespread consternation 
among the depositors of the Bank. Of 
course the Reserve Bank is now the 
owner of the Bank but the Reserve 
Bank does not take responsibility for 
the deposits. There is no such provi­
sion in the Bill nor do I suggest i t  
But it has caused widespread con­
sternation that the Reserve Bank wiU 
open up those transactions which were 
entered into by the Bank during the 
last two years.

I do not propose to oppose this 
clause. It may be necessary. But I 
want, at the same time, some assura­
nce, some indication that may give 
some security to the depositors that 
the Bank is in sound con<Mtion. The 
Finance Minister said that clause 32
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iShri Mohiuddin] 
is necessary and he has {jessed tiiat 
it should be passed. I agree with him. 
I have suggested the assurance that he 
should give regarding the soundness 
of the Bank.

I also want an, assurance from the 
Finance Minister that this clause 32 
will be enforced, that the Reserve 
Bank and the Finance Ministry of the 
Government of India will acttially act 
up to it, will examine the cases and 
place a report on the Table of the

, House. If the cases are opened, of 
course, we will know from the 
proceedings of the High Court what 
happens to those cases. If the Govern­
ment of India, as it usually happens, 
comes to the conclusion a ^ r  exami­
nation—and I am told that the Reserve 
Bank of India has been examining the 
books of this Bank for the last five or 
six years— t̂hat it is not necessary for 
the Bank to reopen the cases in the 
High Court, will the Finance Minister 
give ibis a^urance that in that case 
tl^y will submit a report to this 
House as to the basis for the con­
clusions that they have arrived at?

 ̂ Now, another item in the balance- 
sheets ^ ow s along with generally the 
b a il 's  assets, any non-banking assets 
acquired by the bank in satisfaction 
of fts claims against their clients. I 
have examined the balance-sheet and 
I find Ihat there is no amount giveh 
against this item. The figures for the 
premises, that is to say, immovable 
property of the bank, have gone up 
during the last three years by about 
a lakh and a half rupees, while the 
State Bank had constructed a building 
costing about Rs. 40 lakhs. Of course, 
that m i^ t have been met from the 
building reserve that the State Bank 
perhaps has been able to build up. 
But I was told that the bank, dtuing 
the last year, had acquired a house 
which is now the residential house of 
the managing director. It had been 
purchased^—1 am not quite sure about 
the figures— f̂or about Rs. 2 lakhs or 
Rs. 2i la l^ .^  The house belonged to 
a elicit failed to pay up his 
loans tp ^  bank. This house was 
fcqiured for Rs. 2| lakhs. The mw*-

k ^  value of this house may be about 
Rs. l i  lakhs. I am told that this 
house was acquired after full consi­
deration, and perhaps it will be within 
the knowledge of the Reserve Bank 
of India. In any case, the bad debt 
in that account would have been 
about Rs. 1̂  lakhs and it was thought 
desirable and necessary that this- 
building may be acquired so that a 
part of the bad debt at least may be 
written off. That has not beeil men­
tioned in the balance-sheet under the 
heading, “Non-banking property ac­
quired in lieu of the claims from the 
clients” . Of course, I do-not propose 
to go into all the details but still, I 
mention this case because it also falls 
under clause 32 of the Bill. Clause 
32 of the Bill specifically mentions 
any property acquired by the bank 
which should not have been acquired 
by it. This is also another case in 
which the House has a right to know 
what will happen within the next 
year regarding the operation of clause 
32.

These are the general remarks that 
I had to make. Unfortunately, w e 
had no time to submit our amend­
ments. I gave my amendments only 
this morning and I hope the Minister 
has received them. There was no 
time for their circulation.

Now, the paid-up capital of tl^e 
bank is being reduced. At the pre­
sent moment, the paid-up capital is- 
Rs. 64,28,000. This capital is bein|̂  
reduced to Rs. 50 lakhs. The general 
banking principle is that the paid-iq> 
capital should bear some proportion 
to the deposits. The deposits in the 
State Bank of Hyderabad are between 
Rs. 16 crores and Rs. 17 crores. They 
have been between Rs. 16 crores and 
Rs. 17 crores for the last three years. 
A  deposit of about Rs. 17 crores and 
a paid-up capital of Rs. 50 lakhs is 
/lot a sound basis for a bank. I 
therefore su|fgest that the paid-up 
capital should be raised to Rs. 1 
crore, the Reserve Fund now amoimts 
to about Rs. 65 lakhs. The share 
money has got to be paid to the share­
holders with the premium from out 
of this Reserve Fund. I hope that if
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this bank is to run on a sound basis, 
the reserve will have to be increased.
I have a l^  given an anaendmeht to 
that effect, but stiU, I do not propose 
to go into the amendments that I 
have proposed. I hope, Sir, you will 
pOTnit me to move the amendments 
at the time when we consider the 
clauses.

Br. W anrta B a g :  Lest I should be 
misunderstood as creating a scare 
from newspaper Reports, can you 
allow me to say that my infom^tion 
is not an over-estimate? My infor­
mation is that the Reserve Bank 
reported as early as 1954 that the 
advances having undesirable features 
show a rise of Rs. 3.11 crores to Rs. 
4.64 crores. That is 52 pex ccnt. of ttie 
total advances. These are the words 
used: “having undesirable features” .
Therefore, my estimate of Rs. 2 crores 
being the loss, is not an over-estimate. 
It is Rs. 4.64 crores.

Mr. Depoty-Speaker: If the hon. 
Member has got a firm basis for bis 
information, he need nOt have any 
aw i^ension . Shri Heda may now 
speak.

Shri HISda: Mr. Deputy-Speaker,
the Hyderabad State, in the old days, 
Was known for financial stability. 
One of her Prime Ministers in those 
days, the late Sir Akbar Hydari, had 
laid the financial foundations on a 
vdry solid ground, and when the State 
Bank of Hyderabad was conceived^ 
its working in the first few  years 
was very solid. But, unfortunately, 
it had to go throu^ a very sad and 
tragic history. Before the police 
action, the regjme was such that it 
used the State Bank. The result was 
that soon after the police action, a 
good number of loans had to be wiped 
out and thus the mistakes of the past 
Government were rectified. It was 
expected that after the donocratic 
regime in tiie Hyiterabad State, every­
thing would be all right with the 
State Bank of Hyderabad, but, 
aomdiaw or other, for mysterious 
xMsons, things did not izoprova

The hon. Minister was good en ou ^  
to tell us the history and the close 
association of the State Bank of Hy­
derabad with the Reserve Bank of 
India. He also told us that the Hy- 
derabaci State Bank had an option not 
to come under the control of the Re­
serve Bank, but voluntarily, it offered 
itself, and its working was, in fact, 
imder the control of the Reserve Bank 
of India. It was expected by the busi­
ness circles of Hyderabad that aftet 
the control of the Reserve Bank of: 
India, the State Bank of Hyderabad 
could again be pleased on a sound - 
footing, but that did not happen.

Dr. Rama Rao referred to cettain 
transactions. The sad story was re- 
I>eated again and again and, «s  h? 
said, the bills were discounted by the 
very same parties and from one 
branch of the_ Hyderabad State Bank 
they were s ^ t  to another brancii erf 
the Bank in the name of the very 
same parties. At that time, the very 
snmp party would again forward 
another bill in the name of an­
other branch of the Hyderabad 
State Bank. Thus, without any 
money passing in cash and with­
out there being any real transac­
tion, for speculative purposes a good 
number of parties used this Bank. It 
is very doubtful how the conduct of 
the officers in the Hyderabad State 
"fignk- would go undetected at the 

. hands of the Reserve Bank of India, 
which covered all the losses that 
accrued. The move was set in that 
the Hjrderabad State Bank might be 
taken over by the State Bank of India. 
The negotiations had gone very far 
and at one stage it was expected that 
on any ^ay it may be announced that 
the Hyderabad State Bank has be­
come a |>art and parcel of the State 
Bank, liia t did not happen. I hope 
the hon. Minister will explain in his 
reply wh;f it did not happen.

My information î  that the State 
Bank of India went into the details, 
assessed the assets and lii^lities and 

to the conclusion that they could 
not pay the price that the Hyderabad
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[Shri Heda]
Government, or for that matter, the 
Beserve Bank of India, would like 
them to pay for the shares. Accord­
ing to them— t̂hat is my information— 
the shares were not worth even half 
the value. Instead, the shares were 
rraised to almost 12̂  per cent, pre­
mium. Thus, the shareholders* inte­
rests had been protected and what­
ever losses occurred as a result of the 
.past misdeeds by the Hyderabad State 
Bank had practically been taken 
over by the Reserve Bank. I 
know there is a provision in the 
present Bill that if any losses accrue, 
it will not be the respwisibility of 
the Reserve Bank. But, the very fact 
that aU the shares are owned by the 
Reserve Bank—the total share money 
is that of the Reserve Bank—shows 
that in practice, in effect, all the losses 
■become the losses of the Reserve 
Bank. It is very difficult to say what 
would be the quantum of the losses. 
What Dr. Rama Rao read from the 
papers is not unreliable information 
and I think his estimate may not also 
be far wrong. The very fact that the 
Hyderabad State Bank had to take 
recourse to the personal propeiides of 
the clients who had discounted the 
bills shows that the loans advanced 
were for dubious transactions and 
there is every possibility of a good 
portion of it going as bad debt and 
iiltimately it may have to be wiped 
off. .

I come to another point. Why was 
it necessary for the Reserve Bank to 
purchase this bank? Was it simply

■ because that as a result of the States 
re-organisation, the territory of the 
former Hyderabad State was going 
into three different States and the 
area covered by the Hyderabad State 
would not be covered by any parti­
cular State now? In that case, they 
could have turned it into a private 
bank, or liquidated it and paid the 
shareholders the present price or, if 
the assessment was still better, the 

■better price; or, they could have 
amalgamated it—as was the original 
proposal—witti the State Bank of 
India. All this did not happen. In- 

:«tead, the Reserve Bank came for­

ward and, contrary to their policy S9 
far, they created a sort of rival to the 

. State Bank. No doubt the provision 
has be«i inserted that this Bank may 
at a future time take to giving bank­
ing facilities in the rural and semi- 
rural areas, and for that, the Reserve 
Bank may subsidise the transactions 
or the working of the future State 
Bank of Hyderabad. I think this and 
other ways have been found out to 
cover the past misdeeds and the los­
ses. I feel that the Indian exchequer 
has been deprived of a good lot of 
money. Therefore, it is very neces­
sary that a thorough enquiry, which 
will satisfy not the Finance Ministry, 
but the popular mind and popular 
sentiment, should be held. Otherwise, 
there is every possibility that 
the elements that had indulged 
in all these misdeeds for the 
last ten years or so may go 
on with the same type of acti­
vities, whether in the Bank or in 
other spheres of life. If evil is to be 
punished, here is the proper time to 
make an enquiry and punish it  In­
stead of doing this, they have been 
assured of their salaries, positions and 
all that. The feeling in the circles 
which are in the know of the past 
history of the Bank from close quar­
ters is that in this world, if one is 
clever enough, he can indulge in any 
sort of anti-soci^d activities and still 
come to the top. I am very sorry at 
this state of affairs and I h < ^  even 
at this late hour, without standing gn 
the question of prestige^ tiie Finance 
Ministry would undertake a thorough 
investigation into the whole matter.

I would like to make one or two 
suggestions before I conclude. I quite 
agree with Shri Mohiuddin that there 
is no reason for decreasing the share 
capital of the bank in the new form. 
In fact, the share capital needs to be 
increased. If that is not done today,
I am quite sure it will have to be 
done tomorrow, because even as it is 

 ̂ there is an indication that this bank 
" may go to the rural and semi-rural 

areas and its area of field activity 
would be very wide. The population 
o f the former Hyderabad State wa«
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1.86.00.000, whereas the present 
Andhra Pradesh, of which Hyderabad 
is the capital, has a i>dpulation of
3.20.00.000. It is a big area with 
great potentialities. There is lot of 
irrigated land in Telangana and 
Andhra side. Therefore, I am quite 
sure that the activities of this bank 
will have to be increased manifold. 
So, the share* cj^ital of Rs. 50 lakhs 
would be very very inadequate. At 
the first instance it should be increas­
ed to at least Rs. 1 crore, as suggested 
by a ir i Mohiuddin. I hope the time 
may come when even Rs. 1 crore 
would be found inadequate and it 
will have to be further increased.

If the idea is that after some time, 
the so-called bad debts are to be 
cleared and then the Bank would be 
handed over to the State Bank of 
India, as was the original idea, what 
they would have done was, they 
would have asked the State Bank of 
India what are the debts which thby 
deem to be bad and they would have 
formed a separate company or they 
would have kept the area of activity 
of the old Hyderabad State Bank only 
to collecting those bad debts and the 
rest of the assets and liabilities would 
have been handed over to the State 
Bank of India. Thereby, the smooth 
working would have been possible 
and the policy of the Government 
throughout the country that the small 
banks in the old Indian or princely 
States should not be there and they 
should be integrated with the State 
Bank of India would have been easily 
implemented. That was not done. 
Therefore, I think that the Finance 
Ministry should make its mind clear. 
If they aim that the activities of 
the present Bank should be in­
creased and vast sums should be given 
to it at subsidised interest, so that it 
may give credit in the rural and 
semi-rural areas in the potentially 
rich Andhra Pradesh, they should 
think at that level and make the 
present Bank work on those lines. 
In toat case, again, I would like that 
commercial banking and the rural 
credit banking should be separated. 
If only rural credit is the aim, that

would be still better and we would 
be able to understand the change oT 
the name and taking over its sepa­
rate entity, etc. If that is not the* 
aim, if the Finance Ministry thinks 
that at some stage, may be six months^ 
may be cme or two years, this will b e  
integrated with the State Bank of 
India, then, let only that portion of 
the bad debts be accumulated at one* 
place and the rest of the liabilities 
and assets be handed over to the 
State Bank of India. Let the old.' 
Hyderabad State be given the

, task of collecting what we caU 
bad debts and whatever amount-
they may get, they may distri­
bute to the shareholders later. 
In the mean time they would be* 
given the amount assessed by the- 
State Bank of India. I hope the 
Finance Minister would make his mind; 
clear about the future working of 
thig Bank and take stei» according­
ly.

Shri A. C. Guha: I am glad that the 
three Members coming from Andhraj 
Pradesh have practically supported 
this BiU. Dr. Rama Rao has tried ta« 
paint a very gloomy picture about 
the past i>erformance of this Bank. Of* 
course, I myself stated in lAy opening 
speech that there has been some criti­
cism about the working of this Bank. 
The Reserve Bank also had to con­
duct some inspection, and under clause' 
32 we have a provision that within 
the next one year, the Reserve Bank, 
may re-open the transactions which 
may appear doubtful to the Reserve 
Bank,—within two years from the 
taking over of this Bank. We know 
•that there have been some reports— 
not very healthy, not very good—  
about the working of this.Bank. At 
the same time, the picture which Dr. 
Rama Rao has given us is somewhat 
exaggerated. He has tried to put the 
figure of bad debts at near about Rs.
2 crores. J think that is not quite; 
correct. Rather Shri Mohiuddin’s 
figures may be somewhat more cor­
rect. I expect that in the ultimate^ 
analysis, the amount to be written* 
oft may be near about Rs. 80 lakhs  ̂
which Shri Mohiuddin has conceded. 
We are still not very definite about^
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ttie figure. But, I expect it may not 
Exceed Hs. 80 lakhs.

Blr. Deputy-Speaker: In one ins­
tance, Rs. 1,80,000 may be written off 
on account of the purchase oi the 
House.

Shri Heda: That is not a bad debt. 
It has been manoeuvred,

Mr. Depoty-Speaker: When its value 
is Rs. 1 lakh and some thousands, it 
has been purchased for Rs. 250,000.

Shri A. C. Gnha: There may be
.some loss in some transactions.

Dr. Eama Rao: It is fraud: not loss. 
Shri A. C. Guha: According to the 

♦estimate of the book value the total 
assets, taking into consideration all 
the losses and liabilities of this Bank 
are Rs. 129 lakhs. We are paying to 
the shareholders Rs. 71 lakhs. While 
estimating this value of the assets 

-and compensation, the Reserve Bank 
lias taken into consideration the possi­
ble bad debts and other liabilities. 
There may be some loss in some tran­
sactions, The other transactions may 
have been somewhat profitable. This 
Bank has also some reserve funds and 
hidden profits. • Calculating all these 
assets of the Bank, the Reserve Bank 
has put the compensation figure at 
Rs. 71 lakhs. .

I think, whatever might have Aeen 
^he past, we should pay more atten­
tion to the future for which provi­
sion is being made in this Bill. It is 
not of much use now raking up the 
past. But, we have also made provi­
sion in this Bill to examine the past 

-and if necessary we shall take neces­
sary action. Dr. Rama Rao has said 
that those who have been responsible 
for these misdeeds have all been kept 
in positions of authority. But that is 
not quite correct. The managing 

-director has gone. All the old direc­
tors except one and the Reserve 
Bank ^m inee have been changed. 
The present managing director is a 
new one who is not connected wii^ 

-any of the alleged irregularities. As 
ior the o f f i c e  arid other employees 

..guiHy of malpractices, a thorou^ 
investigation will be iziade and rieces> 
sary action will be taken.

S iri Heda has taken some objec­
tion to a provision in this Bill gua­
ranteeing the present pay and ameni­
ties and service conditions to Use 
employees. A similar provision has 
also been made in ttie State Bank of 
India Act. I think tiiat is quite neces­
sary. That does not give any protec­
tion to any officer who may be found 
guilty of some misdeeds in the course 
of the investigation. This is only a 
general provision to give prot^tion 
to the present staff. Anybody who 
will be foimd guilty of some misdeeds 
will be dealt with in the proper man-

Shri Mohiuddin has said that clause 
32 has created a sort of consternation 
among the depositors. I cannot imder- 
stand how it could have created a 
sort of consternation among the depo­
sitors. Clause 32 can only affect the 
officers or managers. '

Shri Heda: He said clause 36.

Shri Mohiaddin: Clause 32 simply 
means that the Bank was very very 
badly managed. That is how the 
depositors are affected.

Shri A. C. Girtia: It may not mean 
like that. It means only that the 
Reserve Bank has some suspicion and 
doubts. There have been several 
zeports received from different quar­
ters. The Reserve Bank reserves this 
right to re-open and examine the old 
cases, if there be any occasion for 
suspicion and doubt. Anyhow, that 
can only affect the officers and those 
who were in charge of management. 
Ra^er, it should give a sort of araur- 
ance to ctepositors that no guilty 
person would be allowed to escape.

16 hrs.
Shri Mohiuddin has again asked for 

an assurance afbout the soundness dt 
the Bank. As I have stated, the assfelts 
of the Bank have been estimated at 
Rs. 129 lakhs and v̂ e are paying to 
the shareholders Ils. 71 lakhs. Tfe 
ihgi extent, I think he vHU find the 

Barik is satined jibout the 
soun^ss xA the 
tageLT̂is to its future trimwicti^.
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Then he has asked that an assurance 
.may be given that m terms of clause 
^  the deposits of the depositors are 
safe. I think the simple fact that the 
Beserve Bank is taking over the Bank 
will give an assurance to the deposi­
tors that their deposits will be quite 
safe. Whatever might have been the 
faults of the past management, the 
depositors, I think, will have no occa­
sion to suffer as far as the safety of 
their present deposits with the Bank, 
is concerned.

Dr. Rama Rao has tried to say that 
the period of two years to be covered 
by clause 32 before the appointed day 
and the period of one year for the 
review to be completed after the 
appointed day, are too short, but I 
think we cannot hang a sword of 
Damocles over the officers for an 
indefinite period, I think one year 
would be quite enough for the Reserve 
bank to trace the culprit if there is 
anybody to be pimished there.

Then, something has been said 
about the authorised capital and the 
subscribed capital of the Bank. The 
lion, members will find that there is a 
provision in clause 9 stating:

“Provided that the Reserve 
Bank may, with the previous 
sanction of the Central Govern­
ment, authorise an increase ot 
reduction in the authorised capi­
tal of the Hyderabad Bank.”
Then again in clause 10(2) it has 

l>een stated:

“Tfie Reserve Bank may, ^ t h  
the previous sanction of the 
Central Grovemment, authorise an 
increase in the issued capital of 
the Hyderabad Bank, wad sudi 
mcreased capital shall be provid­
ed by the Reserve Bank.”
So, we have takftn enough care to 

to it that without amending the 
Act the R e ^ « l  B M c and the G^tral 
Bank can increase the a v i^ r is ^  as 

as the subscribed papkal. So, 
tbere should hot be any lear on the 

that siubscribed 
iKTould be too small for the purpose 
this Bank.

Shri Heda has mentioned about 
the natural resources and future pros­
perity of Andhra Pradesh and that 
this Bank will have to take i;(p all 
those responsibilities. I can give him 
this assurance that whenever this 
Bank needs further capital, the 
Reserve Bank and the Central Gov­
ernment will take appropriate action 
under the provisions of the BiU before 
the House.

Shri Mohiuddin has referred to the 
Rural Credit Survey Committee 
Report and asked what about the 
other State Banks. I think he was 
not quite corrrot When he said that 
the previous Finance Minister accept­
ed that recommendation without 
reservations. That is not at all 
correct. He may read the Govern­
ment statements on that matter made 
on different occasions. I think in 
December 1954 the first statement was 
made by the then Finance Minister, 
and later at the time of passing the 
State Bank of India Act I also made 
certain statements. Nowhere have we 
stated categorically that the other 
State Banks would be taken over by 
the Government or the Reserve Bank. 
We have only stated t ^ t  we have in 
principle accepted this recommenda­
tion and we shall examine the propo­
sal and wherever possible and when­
ever necessary we shall surely imple­
ment it.

On this point I would refer the hon. 
Member to the position of the other 
State-afiiliated Banks. There are 
mne or ten hanks out of which the 
Bank of Baroda has to be left cmt doe 
to some legal difficulty. The Sauras^- 
tra Bank and the Bank of Patiala are 
wholly under the State Governments, 
•^e entire capital has been subscrib­
ed by the two State Go^rnm^afts in 
the^ two Banks. There was previ­
ously somc^^fiiculty about the Stat^ 
Grovemment managing a Bank, some 
r Q T > g t , i 1 difficulty, whe& tinialrin|r 
was a Union subject; but that diffi­
culty has been removed. Now, the 
two State Governments will run these 
two Eianks. The BomlMiy Gkmrn> 
ment will run the Saurashtra ^tate
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[Shri A. C. Guha]
Bank and the Punjab Government 
will run the Patiala State Bank.

So, there now remain only six other 
Banks of which this one we are tak­
ing over. Of the other Banks, in the 
case of two there is not a single pie 
contributed by any State Government 
to the share capital—that is in the 
case of the Rajasthan Bank and the 
Mysore Bank. In four other Banks 
tiie share of the respective State Gov­
ernments does not exceed 34 per cent. 
In one case it is 5 per cent, in another 
it is 25, in another. 34*5, in another 
16-4. So, it can hardly be said that 
they are really State Banks. We have 
examined how far they can be help­
ful for the purpose of spreading rural 
credit, and I think it is yet prema­
ture to say that Government or the 
Reserve Bank would consider these 
banks to be the quite appropriate 
machineries to give rural credit. But 
we have not come to any definite deci­
sion. We shall decide in appropriate 
time. But, I think the programme of 
the Reserve Bank and the Central 
Government about rural credit will 
not be delayed. That has been pro­
ceeding; and the State Bank of India 
has undertaken to open branches in 
rural areas and semi-urban areas. 
That question shoxild not be tacked on 
to this Bank. We are now nationalis­
ing it primarily, if not solely—I should 
rather say solely—rbecause of States’ 
reorganisation. Hyderabad State has 
been split into three States. So, the 
nationalisation of this bank should not 
lae tacked on to the question of rural 
credit survey recommendation. It is 
just in its own merit that it has been 
decided to nationalise this Bank.

I . think I have covered almost all 
the points mentioned by the three 
hon. Members. I hope now the Bill 
may be taken up for consideration.

Shri neda: I had enquired whether 
there was a talk going on with the 
State Bank of India to take over this 
Bank, and if so, what happened to 
those negotiations? '

Shii A. C. Gnlia: There is a provi­
sion here under which, without 
amending the Act, this Bank can be 
amalgamated with the State Bank. I 
have stated that in my opening 
speech. •

Shri Heda: Did the negotiations
take place in this regard?

Shri A. C. Guha: There is no ques­
tion of negotiations. Now the Bank . 
will belong to the Reserve Bank and 
whenever the Reserve Bank feels it 
necessary, it will simply transfer it to 
the State Bank.

Mr. Deputy-Speaker: The question 
is:

“That the Bill to transfer the 
share capital of the Hyderabad 
State Bank to the Reserve Bank 
of India and to provide for its, 
proper management and other 
matters connected therewith or 
incidental thereto be taken into 
consideration.”

The motion was adopted.

Clanse 2— {Definitions)

Amendment made:
Page 2— 

for lines 2 and 3, substitute:

‘ (a) “appointed day” means the 
22nd day of October, 1956;’

— [Shri A. C. Guha] 
Mr. Deputy-Speaker: The question

is:
“That clause 2, as amended, 

stand part of the Bill” .
The motion was adopted.

Clause 2, as amended, was added to  
the Bill

Clauses 3 to 5 were added to the
■ Bill .

Clause 6— (Compensation to Share^ 
holders etc.)

Slui A. G. Golia: Sir, I have an.
amendment. There is a slight typo­
graphical error. Instead of ‘the shares 
in the capital of the Hyderabad State
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Bank of the Reserve Bank’, it should 
be *to the Reserve Bank*.

Here, the position is this. Under 
regulation 49 of the Hyderabad State 
Bank, a shareholder may claim a 
minimum dividend of 3 per cent. We 
want to overcome that difficulty. 
Here we are providing that no such 
claim shall be entertained. But any 
dividend which has been declared by 
the Hyderabad State Bank but not 
yet been paid, that liabiltty, of course 
the Reserve Bank takes over. But, 
for any period for which the Hyder­
abad State Bank has not declared a 
dividend, we do not like to enter­
tain this liability of any shareholder 
claiming a minimum dividend of 3 
per cent finder regulation 49. Of 
course, if on examination the Re­
serve Bank finds that there is suflB- 
cient money for it, sufficient profit, 
then, it can declare the dividend. I 
hope the amendment will be accepted.

Shri Mohinddia: May I know
whether 3 per cent, was guaranteed 
by the Government of Hyderabad or 
was it only in the regulation?

Shri A. C. Gaha: It was only^in the 
regulation. I do not tiiink it was in 
the Act.

Mr. Dqmty-Speaker: There is an
amendment in the name of the hon. 
Member, Shri Mohiuddin; does he 
want to move it?

Shri Mohiuddiii: No, Sir. 
Amendmeryt made:
Page 3—
for lines 11 to 22, substitute:

“ (2) Notwithstanding the 
transfer of the Glares in the 
capital of the Hyderabad State 
Bank to the Reserve Bank, any 
^areholder who, immediately 
before the appointed day, was 
entitled to payment of ^vidend 
on the shares of the Hyderabad 
State Bank held by him shall be 
entitled to receive from the 
Hyderabad Bank all dividends 
declared by ihe Hyderabad State 
Bank in respect of his shares for 
any year which ended before the 
appointed day and remaining im- 
paid.

(2A) Notwithstanding anjrfhing 
contained in the Hyderabad State 
Bank Act, 1350F« no such, share­
holder shall be entitled as of right 
to any dividend on. the shares of 
the Hyderabad State Bank held 
by him in respect of any period 
before the appointed day for 
which that Bank had not declared 
a dividend:

Provided that the Central Gov­
ernment may, in respect of any 
such period, authorise the pay­
ment of dividend at such rate as 
it may specify if it is satisfied that 
there is sufficient balance of 
profits available after such provi­
sions and contributions for 
purposes referred to in section 
28 as the Reserve Bank considers 
necessary have been made.**

— [5hri A, C. Gti/uil
Mr. D ^ iy -S peaker: The question

is:
“That clause 6, as amended, 

stand part of the BilL”
The motion was adopted.

Clause 6, as amended, was oddMI 
to tlie Bill.

Clanse 7— (Certain officers of the 
Hyderabad State Bank to vacate 

ofice,)

Shri A. C. Goha: There is a Gov­
ernment amendment. Sir. That is 
also consequential on the Ordinance. 
The Bank has already been taken over 
by the Reserve Bank.

Am^dment made:

Page 3, line 41—

after “if his employment had ceas­
ed”  insert, “on the appointed day” .

* — [Shn A. C. Guhal

Mr. Depaty-Speaker: The question
is:

*That clause 7, as amended, 
stand part of the BilL”

The motion was odcqited.
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[Mr. Deputy-Speaker]
Clause 7, as amended, was added to 

the Bill

Clause 8 was added to the Bill,
Clause 9.— (Authorised Capital).
Mr. Deputy-Speaker: There is an 

amendment to clause 9 by Shri 
Mohiuddin.

Shri Mohiuddin: Sir, I move:
Page 5, lines 3 and 4—
for “one crore” substitute “two 
crores” .
Shri A. C. Gaha: I am not pre­

pared to accept it, Sir. I have sti»tel 
that there is already provision in tb^ 
BilL

Mr. Depaty-Speaker: The question 
is:

Page 5, lines 3 and 4— 
for “one crore” substi^te “two 

crores” .
The motion was negatived 

Mr. Depaty-Speaker: The question
is:

“That clause 9 stand part of the 
BilL”

The motion was adopted.
Clause 9 was added to the Bill. 
Clause 10.— (Issued Capital).

Shri A. C. Onha: In clause 10, there 
is an amendment No. 6. It if. only for 
clarification. This is also made in the 
Ordinance.

Amendment made:

Page 5, line 11—
after “Hyderabad Bank and” insert 

“such capital” .
— [Shri A. C. Guha]

Blr. Depaty-Speaker: The question 
is:

“That clause 10, as amended, 
stand part of the Bill.”

The motion was adopted.

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

Clauses 11 to 17 were added to tht 
Bill.

Clause 18.— (Remuneration 
directors)

of

Shri A. C. Ouha: Sir, in clause 18, 
there is a Government amendment, 
Vo. 7. This is also simply for clarifica- 
,Uon. It was introduced in the Ordi­
nance also. The word ‘Government* 
will include State Government officers 
as well. There is no specific provi­
sion in the ^11 for the nomination of 
the State Government Officers on the  ̂
Board and if one of the Directors to 
be nominated by the Reserve Bank 
happens to be a State Government 
Officer, it will be for the State Gov- 
•MTiment to regulate his travelling and 
other expenses. So, we make a dis­
tinction between the State Govern­
ment and Central Government Officers.

Amendment made:

Page 8, line 13—
for “Govemm«it”  substitute “Cen­

tral Government” .
— [Shri A. C. Guha]

Mr. Deputy-Speaker: The question 
is:

*That clause 18, as amended,
stand part of the Bill.”

The motion was adopted.

Clause 18, as amended, was added 
to the Bill

Clause 19 to 23 were added to the 
Bill

Claose 24— (Hyderabad Bank to act 
as agent of the Reserve Bank)

Shri A. C. Guha: Sir, there is a 
Government amendment to clause 24. 
No. 8.

It has been provided that the terms 
shall be settled by the Reserve Bank. 
We cannot leave a vacuum till the 
terms and conditions are finally 
settled. So, it has been provided in 
this clause for the interim period. It 
provides for the ccmtinuance of the 
present arrangement; this will be till 
the new arrangement is made.
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Amendment made:

Page 10, after line 14, add:
“ <4) Until a new arrangement 

is made under this section, the 
Hyderabad Bank shall continue to 
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 State 
Bank was acting as the agent of 
the Reserve Bank immediately 
before the appointed day

— [STiri A. C. Giiha]
The motion was adopted.

Mi . Depoty-Speaker: The question 
is;

‘That clause 24, as amended, 
stand part of the B ill” .

The motion was adopted.

Clause 24, as am,ended, was added to 
the Bill

Clauses 25 and 26 were added to 
the Bin.

CUnse *7— (Reserve Fund)

Shri Mohlnddiii: I beg to move:
Page 11, after line 28, insert:

'*(aa) rupees fifty lakhs which 
will be transferred by the Reserve 
Bank of India to Hyderabad Bank 
on the day this Act comes into 
force; and**.

I have suggested that the paid-up 
capital should be raised to Rs. 1 crore 
but the hon. Minister has not accepted 
it  I suggest that the ba^  of the 
Bank— R̂s. 50 lakhs is the paid-up 
capital now—may be strengthened by 
the transfer of Rs. 50 lakhs from the 
Reserve Bank to the reserve fund of 
the State Bank so that there is more 
confidence in the public and others 
concerned. I hope the Minister will 
accept my amendment. There is no 
departure from our policy. The Gov­

' emment of India made available a 
simx of Rs. 5 crores straightaway when 
&e Reserve Bank was formed.

Shri A. C. Gnba: It wiU be rather 
easier for me to swallow his previous 
amendment than this one. I am not 
able to accept the amendment.

BIr. Depaty-Speaker: The auestion
is:

Page 11, after line 28, insert:

“ (aa) rupees fifty lakhs which 
wiU be transferred by the Reserve 
Bank of India to Hyderabad Bank 
on the day this Act comes into 
force; and” .

The motion was negatived. 
Amendment made:
Page 11, line 27—
for “sub-section (2 )” substitute 

“sub-section (1 )"
— IShn A. C. Guha]

Mr. Depaty-Speaker: The question
is:

*That clause 27, as amended, 
stand part of the BilL” .

The motion was adopted 
Clause 27 as amended, was added to 

the Bill 
Clause 28 was added to the Bill 
Clause 29— {Closing of annual 

accouTvts)
Shri Mohioddin: 1 beg to move: 
Page 12—
Omit lines 11 and 12.
I propose by my amendment to 

delete sub-clause (a).
Mr. Depaty-Speaker: That is not 

necessary; that wiU be a negative 
vote.

Shri Mohiaddin: (a) is only part of 
the clause. I shall explajui the reasons 
for it. The reasons are these. The 
Hyderabad State Bank accounts are 
now close^ on the 30th September. 
According to the Banking Act, the 
accounts of banks should close at the 
end of December every year. It is 
for this purpose that it is provided 
that the accoimts of the State Bank 
should also close on the 31st Decem­
ber. But if in any year it may not be
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[Shli
possible to close the accounts on the 
31st December, the enabling clause is 
introduced here—**close and balance 
its books on any other day of the year 
or for any period other than a 
calendar year.” That is sufficient. The 
sub-clause “not close or balance its 
accounts on the thirty-first day of 
December in any year, or” is unneces­
sary. I hope the hon. Finance Minis­
ter has thought over this. Sub-clause 
(b) is quite sufficient according to the 
Act, and two negative clauses are not 
necessary. Sub-clause (b) is suffi­
cient

Shri A. C. Gnha: No, I think it is 
‘ necessary, because the previous provi­

sion is an obligatory provisi<m for the 
bank to close its accounts on the 31st 
December. I think the first part also is 
necessary.

Mr. Depnty-Speaker: The question
is:

Page 12,—

omit lines 11 and 12.
The motion was negatived.

Mr. Depaty-Speaker: The question
is:

*That clause 29 stand part of
the BilL” .

The motion was adopted.

Clause 29 was added to the Bill.

danse 89— (Audit)
Shri A. C. Gnha: My two amend* 

ments to this clause are only seeking 
to make verbal changes, sa»d they are 
Nos. 9 and 10.

AmendmenU made:
<1) Page 13, line l i ­
fer “An” substitute “The” .
(2) Page 13, line 29—
for “profit and loss” substitute 

**profit or Iqss” .
— [Shri A. C. Guha]

Shri Mohiuddin: My amendment is 
No. 24. I beg to move:

Page 12, lines 24 and 25—

Omit *Vith the approval of the 
Central Government” .

I have suggested that the words 
“with the approved of the Central 
Government” may be omitted because 
the Reserve BanK is responsible for 
it, and the Government of India has, 
under a subsequent clause the 
authority to appoint its own auditoi. 
There is no meaning in the Govern­
ment of India approving one auditor 
who normally audits and then 
appointing another Auditor for 
special audit. There is no meaning 
in the Government of India coming 
in in both these clauses.

Sliri A. C. Gnha: I cannot accept 
the amendment suggested by the hon. 
Member.

Mr. Depnty-Speaker: The question

Page 12, lines 24 and 25-
omit “with the approval of the 

Central Government” .
The motion was negatived.

Mi, Depnty-Speaker: The question
is:

*That clause 30, as amended, 
stand part of the Bill.”

The motion was adopted.

Clause 30, as amended, was added 
to the Bill,

Clause 31 was added to the Bill.
32— (Right of Reserve Bank 

to seek relief in respect of certain 
transactions)

Shri Mohinddin: Instead of the
words “within two years before the 
appointed day” I have suggested that 
the appointed day should be brought 
in, that is, before 22nd October, 1956. 
If this Act comes into force from the 
end of December or even it may take 
some longer time and the period will 
still be reduced. I thought that a 
minimum of one year should be prq-
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vided and I wanted to calculate it 
from the 22nd October 1956, on w ^ch 
the Ordinance came into force.

Shri A. C. Gnlia: The Reserve Bank 
is already looking into this matter 
and whatever action is necessary, 
they might have started to take it.

Mr. Depaty-Speaker: The Minister 
is not prepared to accept it. Does the 
hon. Member wish to move his 
amendment in the circumstances?

Shri Mfthlnddin: I do not move it. 
Sir.

Mr. Depnty-Speaker: The question
is:

“That clause 32 stand part of 
the Bill ”

The motion was adopted.

Clause 32 was added to the Bill.

Clauses 33 to 38 were added to the 
Bill.

Clause 39—(Exercise of powers and 
functions on behalf of the Reserve 

Bank)

Shri A. C. Onha: Sir, I have an 
amendment to clause No. 39, It just 
follows the line taken in the Oitii- 
nance. Under the Reserve Bank of 
India Act, the Deputy Governor may 
perform certain functions of the Grov- 
emor during the latter’s absence. So, 
he may perform ttiose functions under 
the present Bill also. It also clarifies 
that other officers may exercise only 
c«!i;ain well-defined and restrictcid 
powers and functions as are given to 
them.

Amendment made:
Page 16, lines 33 and 34—
for “or such other person or persons 

as may be prescribe” substitute:

“or, in his absence, a Deputy 
Governor nominated under sub­
section (3) of section 7 of the 
Reserve Bank of India Act, 1934, 
ot, subject to such conditions and 
limitations and in respect of such 
matters as the Governor of the

Reserve Bank may specify, such 
officer or officers of the Reserve 
Bank as may be prescribed” .

— [Shri A. C. Guha]

Mr. Dcpnty-Speaker: The question

*That clause 39, as amended,
stand part of the Bill.

The motion was adopted.

Clause 39, as amended, was added 
to the Bill.

Clause 40 was added to the BilL

Clause 41— {Power of Central Gov- 
emment to make rules) ^

Shri A. C. Gaha: 1 have two 
amendments Nos. 12 and 13 to clause 
41. The first is just a sort of a clari­
fication to make the meaning quite 
clear and define the rule-making 
power more precisely. The other 
amendment seeks to delete the sub­
clause which has been considered 
unnec^sary, the other sub-clause 
being considered sufficient to cover 
the case of the Hyderabad Bank. 
These changes are in line with the 
Ordinance.

Amendment made: ^

<1) Page 17,'line 6—
for “the procedure for” substitute 

*the manner of, and the procedure 
for” .

(2) Page 17—
(i) line 23, omit “and” ; and
(ii) omit lines 24 and 25.

— [Shri A. C. GuhaJ

Mr. Depnty-Speaker: The question
is:

*That qjlause 41, as amended,
stand part of the Bill.”

The motion was adopted.

Clause 41, as amended, was added 
to the Bill.

Clause 42 was added to the Bill.
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Clause ^i-^(Amendment of certain 
enactments)

Shii A. C. Gaha: For clause 43, I 
have an amendment No. 14. This is 
also a sort of a clarification which 
makes clear the meaning. The amend­
ments suggested shall take effect not 
on the day on which the Ordinance 
was promulgated but on 22-10-1956. 
These provisions will take effect on 
that day.

Amendment made:
Page 19—
for clause 43, substitute:

“43. Amendment of certain 
enactments. — The enactments 
specified in the Sec(md Schedule 
shall be amended in the manner 
directed therein and such amend­
ments shall be deemed to have 
taken effect on the appointed day 
notwithstanding anything to the 
contrary contained in section 43 
of the State Bank of Hyderabad 
Ordinance, 1956.”

— [Shri A. C. Gttha]
Mr. Depnty-Speaker: The question 

is: *
“That clause 43, as amended, 

stand part of the BiU.”
The motion was adopted.

Clause-43, as amended, was added 
to the Bill.

Clauses 44 and 45 were added to the 
Bill

Shri A. C. Gaha: There is an
amendment for the insertion of a new 
clause—clause 46. It is only to repeal 
certain Acts and there are some sav­
ing clauses in respect of certain 
actions that might have been taken 
in connection with that bank.

New Clause 46
Amendment made:
Page 20— 
after line 12, add:

“46. Repeal and saving.— (1) 
The State Bank of Hyderabad 
Ordinance, 1956, is hereby 
repealed.

(2) Notwithstanding such 
repeal, anything done or any 
action taken (including any 
appointment, order, rule or regu­
lation made or direction or 
instruction given) in the exercise 
of any powers conferred by or 
under the said Ordinance shall be 
deemed to have been don^ or 
taken in the exercise of the 
powers conferred by or under this 
Act, as if this Act were in force 
on the date on which such thing 
was done or action was taken.”

— [5hri A. C. Guho]

Mr. D^aty-Speaker: The question 
is:

**That Clause 46 be added to the 
BiU.”

The motion was adopted.

Clause 46 was added to the Bill 
Schedule I was added to the BiU.

Second Schedule
Shri A. C. Gaha: 1 have an amend­

ment to the Second Schedule No. 16. 
It is simple and clarifies the position 
with regard to the Hyderabad State 
Bank vis-a-vis the Reserve Bank. In 
these amendments, wherever simply 
the word *Bank* has been mentioned, 
it will refer to the Reserve Bank.

Am^drnent mad^:

Pages 22 and 23—
for lines 23 to 34 and lines 1 to 6 

respectively, substitute:

‘3. Section 45 shall be renumbered 
as sub-section (1) thereof, and—

(i) in sub-section (1) as so renum­
bered, for the proviso, substitute the 
following, namely:

“Provided that nothing herein 
contained shall affect the provi- 
uons of any agreement subsist­
ing on the 1st day of July, 1955, 
between the Bank and any other 
banking institution for the con­
duct of Government business or 
other matters.” ; and
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(ii) after sub-section (1) as so 
renumbered insert the following sub­
sections, namely:

“ (2) Notwithstanding anytiiing 
contained in sub-section (1), the 
Bank may employ or continue to 
employ as its agents
(i) the Hyderabad Bank as defined 

in the State Bank of Hyderabad Act, 
1956, at such places where and for 
such purposes for which, the said 
bank was the agent of the Reserve 
Bank immediately before the 1st day 
of November, 1956; and

(ii) any other banking institution 
notified by the Central Government 
in this behalf for the conduct of Gov­
ernment business or other matters at 
such places in India as may be 
approved by the Central Government.

(3) Notwithstanding anything to 
the contrary contained in any agree­
ment between the Bank and the State 
Bank, it shall be lawful for the Bank 
to exclude from the operation of such 
agreement any place where any of the 
banking institutions referred to in 
sub-section (2) may have an office or 
branch,” ’

— [Shri A. C. Gtiha]
Mr. Depaty-Speaker: The question 

is:
‘That the Second Schedule, as 

amended, ^and part of the BiU.” 
The motion was adopted.

The Second Schedule, as amended, 
was added to the Bill.

ShH A. C. Gaha: There is an 
amendment to clause 1 and also in 
the Preamble we want to omit the 
word *impending* as it is not now very 
appropriate as the States* Reorganisa­
tion has taken place.

Amendment mude:
Page 1—
for lines 20 and 21, substitute:

«(2) It shall be deemed to have 
come into force on the 22nd day 
of October, 1956 ”

— [STirt A. C. Gvhal

Mr. D^nty-Speaker: The question
is:

“That clause 1, as amended, 
stand part o f ^ e  Bill.”

The motion was adopted.
Clause 1, os amended, was added to 

the Bill.
Mr. Depnty-Speaker: Now there is 

the Preamble. The hon. Minister has 
already explained the amendment 
that he wants to make.

Amendment made:
Page 1, line 1— 
omit “impending”

— [57iri A. C. GvJui] 
Mr. Depnty-I^eaker: The question 

is:
‘That the Preamble, as amend­

ed, stand part of the BilL”
The motion was adopted.

The Preamble, as amended, was 
added to the Bill.

The Eruicting Formula and the Title 
were added to the Bill.

Shri A. C. Gnha: Sir, I beg to move: 
“That the Bill, as amended, be

I the Members coming from
Andhra State will now be reassured 
that under the control and supervi­
sion of the Reserve Bank of India this 
Bank will function properly and will 
attend to the needs of the new State 
which has got immense possibilities 
for economic and industrial develop­
ment I hope the House will be 
pleased to pass the Bill as amended. 

Bfr. Depnty-Speaker: Motion moved: 
“That the BiU, as amended, be 

passed.”
Shri U. M. Trivedi (CSiittî ): Sir, it 

is an irony of fate that the Govern­
ment, having promised in the begin­
ning, when the State Bank of India 
Act was p43sed by this House, that so 
many other Banks which were func­
tioning and were carrying on the 
duties of Government in the various 
States, which then went to form the 
whole of the Indian Union may be 
taken over by the State Bank of India 
should have come forward with this 
TOT1 *
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Mr. Depnty-Speaker: The hon. Mem­
ber was not here when the hon. 
Minister explained all those things.

Shri U. M. Trivedi: I do not know. 
What I know is this. This is known 
as the State Bank of Hyderabad.

This is not known as the State Bank 
of India.

Shri H e ^ : Now its name will be 
the State Bank of Hyderabad.

Shri U. M. Trhredi: That is what I 
say. I want that it should be com* 
pletely merged with the State Bank 
of India.

Mr. Depoty-Speaker: I only refer­
red to his previous point as to why 
other associated banks had not been 
nationalised or brought into this.

Shri U. M. Trivedi: My objection at 
present is only to this State Bank of 
Hyderabad. There was a desire that 
all these banks should be amalgamat­
ed with the State Bank of India. On 
one excuse or the other the various 
banks are still allowed to function.
The Rajasthan Bank is working in 
certain parts of Rajasthan, the Jaipur 
Bank in cert£un parts of Rajasthan 
and the Indore Bank in the old 
Madhya Bharat, now Madhya Pra­
desh. We have now this State Bank 
of Hyderabad which was working as 
the State T̂ nnir for th** whole of 
Hyderabad. Now it is not being 
taken over as part and parcel of the 
State Bank of India but as a separate 
entity in itself entitled the State Bank 
of Hyd^abad.

My objection is only this. If the 
Government of India so desires, tt 
the Government is very anxious that 
tiie whole control o f Government 
business in the country should only 
be handled by one bank, then there 
was no necessity whatsoever to have 
this new Act to control the State 
Bank of Hyderabad. It o u ^ t  to have 
gone the whole hog, to the same 
length to which it went in respect at

the State Bank of India. In o th v  
words, the State Bank of Hyderabad 
ought to have been amalgamated 
with the State Bank of India so Uiat 
there would be imiform working all 
over India in regard to Government 
business. ^

That is all what I want to say. 
Although it is at a very late stage, I 
do not know whether the measure 
that, is now contemplated will serve 
tiie purpose for which it has been 
made.

Dr. Rama Rao: Sir, I want to take 
only one minute. I shall be the 
happiest person if my estimate of 
Rs. 2 crores in respect of bad debts 
will be proved wrong. I hope it will 
be wrong. Anyway there are many 
skeletons in the cupboard of the 
Hyderabad State Bank and it requires 
very thorough examination, and very 
quick and prompt examination. Sub­
clause (4) especially, of clause 32, 
puts a handicap on the Reserve Bank 
of India. I am referring again to the 
same point Now that the Minister 
has not been pleased to extend the 
time of one year the Reserve ^ n k  
may immediately go into this matter. 
Therefore, the Government of India 
must go into this matter very quiddy 
so that all these matters can be 
cleared and whatever applications 
have to be brought be<pre the High 
Court may be brought within one 
year.

Sir, I join the hon. Minister in the 
hope that this State Bank of Hyder­
abad will be a great asset to Andhra 
Pradesh in its industrial development.

Mr. Depoty-Speaker: I do not think 
the hon. Minister wants to say any­
thing.

Shri A. C. Gnha: No, Sir, except 
that I thank the hon. Members for 
welcoming this Bill.

Shri U. M. Trivedi: Sir, I want to 
point out that there is no quorum in 
the House. -
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16-46 hrs.
Mr. Depnty-Speaker: The bell is 

being rung.
There is quorum now. I shall now 

put the motion to the vote of the 
House.

The question is:
‘That the Bill, as amended, be 

passed.”
The motion was adopted.

a b d u c t e d  p e r s o n s  (RECOVERY 
a n d  RESTORATION) CONTINU­

ANCE BILL 
The ROnlster of Works, Hovsliic and 

Supply (Sardar Swaran Singh): Sir, 
I beg to move:

‘That the Bill to continue the 
Abducted Persons (Recovery and 
Restoration) Act, 1949, tor a fur­
ther period be taken into consi­
deration.**
Shri U. 9L Trivcdi (Chittor): Sir, I 

rise on a point ol order. This Bill is 
known as the Abducted Persons (Re­
covery and Restoration) Continuance 
Bill, 1956. It is a new Bill in itself 
and this provides for the continuance 
of a certain Bill of which' a copy 
not been supplied to us. That point 
I will raise later on. But the first 
question that arises is this. Any con­
tinuation of the work of recovery and 
restoration of abducted persons will 
require expenditure to be incurr^ 
from the Consolidated Fund of India. 
As such a recommendation for the 
consideration of this Bill— Î do not 
know whether there was any recom­
mendation at the introduction stage— 
from the President is required under 
article 117, clause (3). This is a very 
important provision of law which is 
wanting in this case. Therefore, I 
should say that this Bill cannot be 
considered at this stage.

Blr. Depnty-Speaker: It would not 
be beyond anything that we are in­
curring already. Does the hon. Mem­
ber mean to say that because the pre­
vious Bill would expire and this one 
seeks to continue the work, therefore 
a certain expenditure shall have to be 
incurred? ^

(Recovery and 720 
Restoration)

Continuance Bill 
Slirl U. M. Trivedi; Certain expen­

diture will have to be met over and 
above that for which the Bill provid­
ed and for which consideration 
made, when the original Bill was in­
troduced. This is a new BiU. 1 
would have accepted the proposiuon 
if the Bill’s heading was “Abducted 
Persons (Recovery and Restoration) 
Amendment Bill” , and I would not 
have raised this point at all. But now, 
this Bill has got a new name entirely. 
Hiis is a new Bill—T h e  A b d u ^  
Persons (Recovery and Restoration) 
Continuance Bill, 1956**. It is an 
entirely new Bill, a n d  is not an 

BilL So, within the spirit 
and letter of the law, I say that this 
Bill cannot be considered.

Sardar Swaran Sfaigh: So far as the
recommendation by the President is 
concerned, it is not a money Bill at 
the type which attracts tiie provisions 
of the Constitution. The expenditure 
which may be incurred for setting up 
the institutions is not of that type or 
case which comes within the purview 
of the relevant article of the Consti­
tution which has been referred to by 
the hon. Member. Hie Bill will be 
enacted and if there is not already a 
provision in the budget, a supplement­
ary demand or the like can be 
brought forward. It wiU be stretch­
ing this point too much, if one were 
to say that expenditure will be in­
curred. After all, whatever may be 
the legislative provision that is under­
taken, some expenditure may be in­
curred. For instance, a larger num­
ber of offences may be created, as 
coming imder the law, by an Act, but 
that does not mean that a larger 
number of courts are to be establish­
ed and that therefore that legislation 
becomes a money BflL

Shri U. ai. Trivedi: I never said.
“money 3BiU”.

Mr. Depnty-Speaker: He will come 
to that, when he refers to the amend­
ment.

Sardar Swaiaa Singh: ^  there is 
no such contingency as is contem­
plated by the Constitution. As f6r the




