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not possible to create a sufficient national consensus over a proposal which
came from one State of the country for the nation, as a whole, to accept it in
this House and, please don't forget that the Bill is dated, 1999. So, there was
an entire five-year period during which such a consensus could have been
created if it were possible. Then, since the arrival of our Government, it is
close to two and a half years have passed, we have, still, not been able to
evolve a consensus. It does not appear appropriate for us to amend the
Constitution in this manner and hence, a Bill which has not secured the
consensus of the nation over a period of seven years is sought to be
withdrawn. | seek the leave of the House to do so.

The question was put and the motion was adopted.
SHRI MANI SHANKAR AIYAR: Sir, | withdraw the Bill.

The Banking Companies (Acquisition and Transfer of Undertakings) and
Financial Institutions Laws (Amendment) Bill, 2006

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Now, we will take
up The Banking Companies (Acquisition and Transfer of Undertakings) and
Financial Institutions Laws (Amendment) Bill, 2006.

THE MINISTER OF FINANCE (SHRI P. CHIDAMBARAM):  Sir, |
beg to move:

"That the Bill further to amend the Banking Companies (Acquisition
and Transfer of Undertakings) Act, 1970, the Banking Companies
(Acquisition and Transfer of Undertakings) Act, 1980, the State Bank
of India Act, 1955, the State Bank of India (Subsidiary Banks) Act,
1959, the Deposit Insurance and Credit Guarantee Corporation Act,
1961, the Export-Import Bank of India Act, 1981 and the National
Housing Act, 1987, as passed by Lok Sabha , be taken into
consideration."

Sir, the purpose of this Bill is to improve corporate governance in our
banking system especially in the public sector banks. The main features of the
Bill are: (1) to increase the number of whole time directors from the existing
two to four; (2) to provide for nomination of a director on the recommendation
of the RBI by the Government of India; (3) to delete section 9 (iii) (d) provided
for nomination of not more than two directors from SEBI
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and other financial institutions. (4) to amend section 9(iii)(i) to provide for a
maximum of three elected shareholders, directors on the Board. (5) to enable
the shareholders to discuss, adopt and approve the annual accounts and the
balance sheet of the banks at the AGM. (6) to prescribe annexing of the
details of a subsidiary or subsidiaries such as balance sheet, profit and loss
account and report of auditors along with the annual report of the bank. (7) to
enable the banks to transfer the unclaimed dividends for over seven years to
the Investor, Education and Protection Fund established under the
Companies Act. (8) to enable supersession of the Board of Directors of weak,
potentially weak banks for a period of six months and to appoint an
administrator, to amend relevant statutes relating to banks and financial
institutions prescribing the term of non-official elected directors other than
workmen, officer employed directors as three years subject to further re-
appointment election with total continuous period, not exceeding six years.
The Standing Committee presented its report on the 24" April, 2006. The
Committee broadly agreed with the amendments. In the course of the
Committee's deliberations, however, certain issues which mainly relate to the
statutory framework pertaining to the capital structure and supersession of
boards of weak or potentially weak public sector banks vis-a-vis tne provisions
envisaged for the private sector banks came to light. As a consequence,
thereof, Government in consultation with RBI proposed the following further
changes in the Bill: (1) issues relating to issue of preference shares by the
nationalised banks as per the guidelines framed by RBI. (2) fit and proper
criteria for elected directors;

(3) Super-session "of the Board and appointment of an
Administrator.

The Committee accepted the Ministry's aforesaid suggestions. The
Committee also recommended the following modifications to the Bill:

1. Elected directors will be rendered excess with the coming into
force of the proposed amendment should be allowed to
complete their term of office;

2. To incorporate appropriate provisions in the scheme to
provide for mandatory initiation of prior action for filling up the
vacancies in the Boards three months in advance to their
likely occurrence;

3. To have a re-look at the general regulations relating to
convening and conduct of AGMs of banks so as to assess
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the requirements of changes needed therein in the light of the
proposal to enable for approval and adoption of the balance-
sheet, accounts, in addition to discussing them;

4. Necessary changes to be carried out to the proposed Section
10(c) so as to make them in conformity with the Companies
Act;

5. Changes to be made in the amendment proposed to provide

for legitimate space to bona fide claimants of dividend
amounts even after the seven-year time stipulation;

6. Appropriate changes to be carried out in the
provisions/regulations to specify the qualifications of the
administrator;

7. Replacement of Section 18(a) to 18(f) defining the office of
Financial Restructuring Authority in view of the changes
made by replacing that Authority by the Administrator;

The recommendations of the Standing Committee were examined
and analysed by the Government. And, it was proposed to make amendments
to the Bill as per the recommendations made by the Standing Committee and
on the basis of a consensus reached in our discussions with certain hon.
Members of the House.

As per the provisions of the Companies Act, as amended in 1999,
once the unclaimed dividend is transferred to the Investor, Education and
Protection Fund, the claimant will lose all rights to the money representing
unpaid/unclaimed dividend under the Companies Act. In other words, after
seven years, claims are debarred. Therefore, this will require an amendment
to the Companies Act. Thus, necessary amendments to the Banking
Companies (Acquisition And Transfer Of Undertakings) Act can be made in
this respect when the Companies Act is amended. After obtaining the
approval of the Cabinet, we have introduced amendments to the Bill. The
amendments have been passed by the Lok Sabha. This Bill, when it becomes
law, will substantially improve corporate governance in our banking systenv
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| request the hon. House to consider and pass this Bill.
The question was proposed

3t IS STEATARTSRYT): UG S, A4 a0 #5) S 71 The

Banking Companies (Acquisition And Transfer Of Undertakings) and Financial
Institutions Laws (Amendment) Bill, 2006 W&d & WM faaref @ ® |

SUqUTEey Si, ¥ weneH fa A Sev 9 fag w30 S 9 ¥ ) @n 8 8k Sud o
T W19 2, 39T a1 &R &1 BIS HROTTE1 8 11970 § GO Tbi BT SIS, 1980
H Tae IHRIT 7T 3R S e e a1 R 7, %S Bt | fedad B & 916, uwi
IR ORI o a8 | H U geeran g 6 g8 o [ qar fear wan on,98 Mfdew
e P gRT TIR fhaT o7 3R SHd 91 Wf$T HAt & U faarmed g T, a8f ™
fsadeE g1 & 918,98 IR I8 f[d wRga foban T & | H Q1 s g 6 I8 S e
o7 fqerRTel =rel T, g8l R S 8l & d1e, 38l iR I8 e uqd fhar mar g 1 H
SAfY 9 91d $T NBA < I8 &, R A 21 S 9 ®el U a1 bel 8 AR
BRI & oY H Top A1 8 &1 § b ol TR, M3 Taidie Te Terdsss
JRT P IR BIfesT 33 TR BT AT oY | SBIH 339 fora 8 foh 70 Swa! WiaoR
TE PR & | 31 WHR BN AT T&| IR, I8 TP 97 &, 17 Wy qgd AR
TSdlde § 3R fa 5301 € | 319 39 91 1 S & o 33 URNiE IR Bifes T ¥E+ & 918
1,8 I 3 UG8 BT § % 7 J1 BT ARPRIBRO,ITS BT R T2l el |
ST ST IR 7 U8 91 & off o THRT SE2T $71hT WIZATTSS! HR- BT T8 T |
BHRT eI §701 IR BIfeST BH HRAT AT | T8 SHP BRIT 8,5 1T SHH &1 SIre T |
A SUFHTEAE HBIGd, B Sl W a1 ST 6,501 & Gee 4 W< w9 4 I§
BT BT STt & o 31T & TAATSoIe & T8H WX,V o< WX &9 99 39 91d Bl
TATNRIT B fF T AR ATTelIgos ST T 31T & AR adraxeT § S Uithfrdeer
B B I T 2 3N 3776 SR Sl ST B-fHAm1 Bl 0T <H1,88RAT a9 <4181 -
BIC ATIRAT BT A S1L,TS SIS Bl A ST1-F TR B i & 2,81 8  I-T
PR UIIT © 2 90 BN AN & IR 3 A0 S 92 AT, 3FST G A1 A4 BN H7347 S
T ¥ 1Y STU axhed H UET B AT B, 919 SR W A fa 730 S & e det fh
P &7 ¥ T g9 §bl b §RT AT 1T 8,98 Ao 8l 8 | SHHT IR Al
A fasT H2Y Sft,STe 9 Sen, a9 <9 | A 7 91d 98t 8 fh 9%l &1 ol B §
IR BT SN SR 8,317 SHD! THI-THY TR THIETT 39T PR BHI-8Y TRDPR Bl
2-31R 39 GHIET ¥ § o a1t 3fIR Sire 1 =T g, a1 319 a2l §& Wt I8f $19 H-ad
3R ToTTelt & e § og puRfeael B VT ahed < fb 59 i1 &3 # 1 R aral
1 & Grael 7,391 Uil § AR IIEIFA 96,859 R 8 19 2,9 9% fha
3N ITH T FFIIT Bk Ahel B I8 & ? 39 91 DI SIBRI 84 o1 A112Y | d1fh
B9 T HS 9 [ TR ISIHd T a1 W@, S9! &Y MY iR 1far faas
P AT B IB © 3R T 397 BrRIGH § fhdr 997 &) Sard ’d § B R IB ¥ |
IUHTEIE
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HEIGY, ST Al &9 §ebl B =€l PR &, WD WY A FE 1 A YT o am saR
RIS IG d6 @RI & 7 91 S] Sl AR A1 a1ieq, g8 Fel gan g 2 &1 37
JT & ST TIRAT & AT HIUASIST 2 AT 91 3 SRINGCH © , 9 U Sl erfehat fifed
8,511 STABR STh! AT &, AETBRI P gRT &1 bl BT el Tel YR A BR T8
g 7 I8 U BAR AT M1 § | HHI-HH U FAER ST I el 8,89 I8 1 1
2 3R T wE 0 ? f5 o9 Tl sravacd @t frgfoat el 2,39 999 SRaed @t
GHAT, AN 3R S&Td1-39%1 [TaR T8l 8ia1 dfed S9! Fgfhal & 997 I8 e
I © 6 I b aned 8,15 udl &1 et € A1 fhdd gRT Repds fpam man
A 8 | TR dp1 H STINGed B FYfhal 99 99T 39 THR 9 §s © | clfch 3+l 1
Fhed eIl fad #3Y St 7 gl 2,399 991 & & o1d Sl SRaed & fFgfthar
BRI, TaTIR]CT SRINGCH &1 A1 BRIBRI Faerdi &, 36! Frgfh of Rerd 9@ s8Rl |
TR BH $XIP] WEI WU ¥ T BN I I8 36T J&l & | 99 A1 g4N I8f WR,$9 e 4
A e ST |18q 93 2,50 Retd 9@ & 1R 32 8,9 iR 8,9 frse srgwal
3R 9w & IR H WIS 37T B =41 H g FHe@ayul ARG < bl | oifdp § oy w0
St & I8 ST AT § o S AR crawenai & ara(e, S 89 |ied 8,39 3fd 7 8
T uraT i ot ST Rieed &1, 35T qormel @1 AR 'R <9 F S #F 40
YT A T L 2 |

3MTST BT PR AR &7 § T HRAT 8,99 H 39HT IR A1 € 1 I8
IR WY W AMaID & fh $HBT ANTE 9¢ | 319 3179 fhd=T 97 Ahd 7,390 75
T T% o WY,80 URHT Td of IR I H fHa T, gHa THeR) g
0, A H weerar g 5 gk < & garae § gARY 3w goredt w1 it AW 2,98
3l TS U URRIC, 18 URNIC ¥ SATeT 8l § | g9t ot U g s S goredt @
3Rt 31 effective B & foTT 2ues U SRAW HUIATY € 3R <79 31aeh a1l
IR WYY 8,a1 39 337 Sfh 1 worel) B 3% uhR W 5919, R fh I8 v yurdt
ST HoTTel T SfR U8 US Hied IBR AR < H U 81 9P | IS Ty raeaadn
2 o5 1y v Ragrgas o <2 €21 91 ¥ | 31gwa | dR-efR S guR gar 8, 9R-R
B U IMAYTF & 6 3ot IR It Y Rt e gWR M4t § 2,989 B € |
T8t 3o 9ul & 918 W, TS 36 AT TRAAGSS 91 DI Bl T, SHD dao(g 3ol Bl
ARG WY FcITsSs SHi B MG Tia-7Tid § 3+ 7o) 2, e snawad § 1 |/ 'd
9 IHR Bl ARI FIRATY B & qa9(E 91 Bl ARIRIT B R Ffeaa w9 3§ 3=
TG ? TS &9 STd W =l G 8, [A8re uR, ST Jonell uR A1 3 faRi faee &
9y H,99 THY I8 91 Bal S §,assurance a1 ST ® 6 St & B a1 faeR
BT | e, arear &, fad w3 Sft &n & o & e < o g e ant F fa 9
P AT MY Xl TRATST | Whell &, T BRI 61 &1 a7 987 IR 8 a7l B
QNN PI,d8T R I8 dTel AegHIT ol ! fhdeT S9aT o e =T 8,590
SR &4 et gy, arfs g9 a8 w9 9 &
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BAR TP dpi Bl FATT AR 8H <1 9164 ©,39 AMBR b JdTdd d (91
P AN 98T IB & 3R T8 HATTSID 8, T 8D A1 ATRT | AfhT o9 dh 39 IR |
SR fad 5301 71 2,79 a6 3 HaTd 89R G WS 89 3R S96T SR 84 S99 Ul
AT ATMRY |

SUMHTEIE HEIGY, Directors & appointments & IR ¥,374} S fasy #=f <t =
1,4 =T8T ¢ f& Directors % appointmrnts #,3T4T IR Director appoint H3 &1 a1 &
% 8,59 o ReTd § & o I 1 M, ifd § A9 =78 g b 91! Sl Directors
@ppoint B R W di #3701 Fgfhal & forg it oo ureeft waven wnfia
W,W transparency ?ﬂTﬁHW | SFH BH 37U FwiiaTl &l ﬂ’\’%ﬁﬁwﬁéﬁﬁ
BT BIIST T85! 811, fhed @fth &1 BrIaT 81 Gl 8, 89 ASiiaMl $I Sid A= B
<A &, 99 AT H Bl 7 Bl Bls BICIY] o ST 8,511 T8 SR 4P Pl oA
AT B IR HT 2,30 § =18l § & Directors F appointments & I #
TR fad W= weiey 318 Wt eraven o R feeft g | gerdrd a1 R fah
UHR A ASIIGMI P U B BT HibT 7 el T8 3R 39 Uh U9 2, R e an # S5
farR AT ARy |

AEGg s #A Sft 3 va oge 9gd oredt ford) ¥ ueen aredn §
lappreciat,fh IBM ST agd TR A forar ¥ | g7 St e e fa B 39at i
R 3 3R Felfot % 15,999 MU+ forar 8 @fR 2Ie U Directors & IR | ¥ in sub-

section 2, the words “Shall be entitled to discuss, approve and adopt”. This is really very

good. 3R et 91€ # P fth 987 & 3R 98 hdcl [$0H BN, Al BIs Al T8l
2,98 379 Sl < < | 707 B_eT T SR fHl AR & Ui | 3ATST 3R 3119 I8
PR T T & [ 98 9T N Hm,Vsie W H,UYa W STl I§ 98 376!
I 2,37<ST FEI0 | SHA TAR Sl ¥ < ThR 4 fETH 81,30 ThR 4 ol
o # Ferar frertt, afees weied, ¥ g7 a1d fR Rdie @ argem 6 a8 dwerar a
forerit, STafep A, e iR g8 Director S PRI fhg SITdT |

=T g8t IR Hl S $3-53 IR &9 Tt I8t 989 & & IR 39 989 BT
3 &1 BT, 39 €1 Il & 3igr Wt U DI AT 7 99 ST, S8t R Hadf 9 | 9849
BIdHR Al WH 8l O | ITaRIhdT 39 a1 &1 § fh JB1 &b total mechanismd! & TT
HoIgd g1 o TRy <eres! a1 sgaet & Se! fIa1 RIS 81 6eb, 31 INTET
B UTG &, A1 §b1 & IR H 89 I8 B8 b (6 g fagen § Sax 98 o8 ab,faa
#=it 7y, 31y fag=l # 9 €, You go to foreign countries. You can say that in

the world market, our banks are really working for the nation, and for the
upliftment of all the people of this country, Td T& & HAIY T&l H D | TS MY

fohd= 1 Directors 99T SIRNTY,ATE 3T ST B fha=T 81 branches Wiel <IRTT, 3”3
a1 & Al @1 FYRHaT PRSP, a9-IS ASRT 91 TY,8H q9 TP AT 3MID!
RETaT Teqd
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& DR A, o1d AP & U8 7 BE Ab [ §IRT Rold §, 87T state Bank of India 3R
BN 3 IIGa 46 (fead w9 4 98 ded & I § § 5 I model bank
B, model banking STaART TTHR T P 3G B B T & 31X 3R d 39 OvE 9 <
o BT R, AT STTBT BT G2 & Ot #4301 f 98 Wi 32871 & 9 <91 &1 onfde o
B9 99 ANl B Al F2T 32071 © | J9I fa%ars & 1 9 3901 &l Y1 81 qabdll © | 37Tq Jol
59 fde IR S1er T TR {31,530 fory § 31aeh! MR § | 97dTs |

SHRI SANTOSH BAGRODIA (Rajasthan): Thank you, Mr. Vice-
Chairman, Sir. | rise to speak on this Bill, ie., the Banking Companies
(Acquisition and Transfer of Undertakings) and Financial Institutions Laws
(Amendment) Bill, 2006. | support the Bill. But there are a lot of comments
which | would like to make before | go into further details. My good friend, Shri
Ramdas Agarwal, has said that the hon. Minister has mentioned somewhere
that the NDA Government had the intention to bring the shareholding of these
Public Sector Undertakings to 33 per cent; even then, that will not be
privatisation. | cannot understand under which law a minority shareholder can
control the management of an organisation.

#ft IME™ InETe:: AT H IR H single shareholder Y, minority
shareholder & 3ER TR control BRP TId © |

SHRI SANTOSH BAGRODIA: Sir, how do they manage it? Shri
Ramdas Agarwal is an industrialist himself. He knows that they may have 33
per cent holding. They may have even five per cent or ten per cent holding.
But they know how to look after the interests of other shareholders, and they
also know how to manage with their friends and relations. That is how they
manage it. Only on paper, it might look ten per cent or five per cent. It is even
three per cent in some cases, | am told. But let me tell you that a clear
management is only when you have more than 51 per cent shareholding. De-
facto or de-jure, it will be privatisation if it is less than 51 per cent. That was the
intention of the NDA Government. We should not deny that. You should be
courageous enough to say; that was our intention. It is not that we say
something and our intention is something else. Sir, | will go into the details a
bit later.

Shri Ramdas Agarwal has mentioned about appointment of non-
official Directors. | have my own reservations about it. There is no doubt
about it. But may | know whom the NDA Government has appointed? What
kind of Directors have they appointed during their regime? Do you
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want me to open up the list and say what kind of expertise those Directors
have? Who has recommended whom? You know it very well. Probably, you
were not a Member. Even then, you must have tried to put some people on
the Board of Directors. There is nothing wrong in it. Even if you tried or failed
or gained, there is nothing wrong in it. But the point is, our hon. Minister has;
now brought out guidelines even for those appointments. There were no
guidelines in your time. So, it is easier to ...(Interruptions)... Sir, | don't think he
should interrupt me in every sentence. | could have interrupted him when he
was speaking.

it bt fRerewe=: o179 91 § 91t SRTY |
2t A srTeifeET: sreoT, Remrg S e A e 2 |
Y NI SFrETet: H4 9P Aol B a1 IS F gt <1 ot |

SHRI SANTOSH BAGRODIA: Sir, the then Congress Government
nationalised the banks - this was done way back in 1970, and then in 1980 -
because the need for nationalisation of banks was felt mainly because private
commercial banks were not fulfilling the social and developmental goals of
banking which are so essential for any industrialising country. Sir, | would like
to tell you about my personal experience. Way back in 1962, | needed only
one lakh rupees from Punjab National Bank.

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Only one lakh!

SHRI  SANTOSH BAGRODIA:  Yes, Sir, only one
lakh...(Interruptions)... That was my first application to the bank. | will give the
name of the bank, that is, Punjab National Bank in Calcutta. Sir, believe me,
for that one lakh rupees | had to get two sureties. As a small industrialist, it
was impossible. But, after nationalisation the same bank gave me Rs.35
lakhs, without any security. So, the smaller people, thB small industrialists
gained heavily. That was the whole purpose. The ordinary citizen of the
country...(Interruptions)...

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): That is not part of
the Non-Performing Assets now.

SHRI SANTOSH BAGRODIA: Sir, if you want to go into my history,
then, you will have to talk to me separately in the golf course
...(Interruptions)... At the moment, | am just trying to explain how this
nationalisation was so beneficial for the nation, for the benefit of the ordinary
citizen of the country; otherwise, the banking industry was also in the hands
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of a few large industrial houses, and whatever advantage was being taken for
the deposits made in those banks was going only to these industrial houses.
Sir, presently, there are 19 nationalised banks. The shareholding pattern of
the 15 nationalised banks, which had gone in for public issues, varies from 51
per cent to 77 per cent. Sir, the lowest, 51.19 per cent, is in Dena Bank. | will
correct myself, 51.10 per cent is the lowest that is in the Oriental Bank of
Commerce, the second one is in Dena Bank, and the highest still is with the
Bank of Maharashtra which is 76.77 per cent. That is the percentage within
which these 15 banks are operating. | strongly request the hon. Finance
Minister-because | have the experience -- let us not follow in the footsteps of
NDA; let us no.t think of 33 per cent; let us not agree to what Mr. Aggarwalji is
saying, or, whatever his intentions are. If you bring it down, that is, beyond 51
per cent, we will accept that you also intend to privatise. Let us not try to fool
the country under any circumstances.

SHRI P. CHIDAMBARAM : That clause has been dropped.

SHRI SANTOSH BAGRODIA: That is why | am saying, Sir. | don't
know what you are planning for the next Budget. So, | am only trying to
caution you for the future. | am happy that you have dropped that clause; | am
hippy that you are sticking to 51 per cent for the time being; so, | am telling
you that in future also 'please don't do it.'

Sir, regarding the whole-time Directors, the latest position is this.
Section 9(iii) of Banking Companies Act, 1980, provides that the Board of
Public Sector Banks shall consist of not more than two whole-time Directors,
one Director who is an official Central Government appointee, one director
who is an officer of RBI, not more than two Directors from SEBI i,nd NABARD,
workman Director, officers’ nominee Director, CA category Jirector, two non-
official Directors and Shareholders' nominee Directors.

Now, the shareholder nominee directors are supposed to have -for
the information of the House and, especially, for the information of my elder
brother, Agarwalji, -- special knowledge in agriculture, rural economics,
banking, cooperation, economics, finance, law, SSI or any other matter of
special knowledge which is useful to the bank or he should be a
representative of depositors, farmers, workers or artisans. That was the basis
earlier. | don't know how much your Government followed that, but | am sure,
our Government is following these norms very clearly,
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Now, Sir, by the said amendment, which the hon. Minister has
brought out before the House through this Bill, the Government envisages to
appoint more Government-nominees in PSEBs. It also intends to dilute the
present requirement that 'the PSE Board is to have RBI nominee mandatorily.'
Thus, the Government say, "in all policy making, including changes in rates of
interest, ...will increase substantially." | agree with this partially but not wholly
because, on the one hand, the hon. Minister has mentioned in his speech that
it is done for better governance, but, on the other hand, if we have so much
control on the appointment of the directors that all directors directly or
indirectly will be appointed by the Government only, even if you have only
fifty-one per cent shareholding, then, Sir, | don't know what will be the
freedom of thought of these Government directors. That has to be looked into,
and the fact that whether that will really bring good governance has to be
seen.

The Government also intends to increase the number of whole-time
directors from existing two to four in view of the expansion plan of the
nationalised banks. | fully support this point, because the business has
increased so much that one CMD and one Executive Director are definitely
not enough. For varied kinds of services, namely, exports, small-scale
industries, agriculture, large industries, infrastructure, etc., you need experts;
and, unless you have experts at the Executive Director's level, it 7
will be very difficult. The Chairman cannot do everything; the
business has expanded so much. On this, as a trial basis, | would like to
suggest whether we can have one Chairman, one Managing Director and two
Executive Directors. This is just a suggestion. But | don't want to go into the
details of that. The hon. Minister can decide or the banks can themselves
decide on this.

Besides this, Sir, the Government also appoints nominee directors
under sections 9(3g) and 9(3h). It is said, "The Banks' Boards will have
majority Government Directors being the majority shareholder of a bank'. |
have no problem on this. However, regarding the RBI nominee, it is true that if
we have a Regulator there, he will have an overshadowing power. He will
influence the decision; and, sometimes, it may be even against the interests
of the bank. So, the problem of conflicting interest was there. Moreover, a
recent Supreme Court reference is also there. It said that whenever there is a
conflicting interest, the same director cannot do justice. Sir, there is the Naina
Lai Kidwai case where she was asked to vacate the directorship of the Nestle,
being the Chairman of HSBC. So, whenever there is a conflicting interest, |
mean, it is in all fairness, the Bank Director
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has to remain in the bank only, or, otherwise, he or she has to resign from the bank.
However, when more functional directors are appointed, there should be a clear
division of responsibilites among them. Let there be no overlapping of
responsibilities. It should not be that there are, say, three Executive Directors and
overlapping responsibilities. That will dilute the whole purpose of having that kind
of set-up.

Sir, the SEBI has stipulated that there should be fifty per cent Independent
Directors. Now, that will be a clash of banking and other companies because,
according to the Companies Act, there should be fifty per cent Independent Directors.
But, in the case of banks, on the one hand, we are saying 'autonomy', and, on the
other hand, we are saying 'they will have only fifty-one per cent shareholding', and
then we want to control all the shareholders. So, that angle should also be looked
into as to whether we can have fifty per cent Independent Directors in the
banks also.

Sir, coming to shareholders' rights at the Annual General Meeting, | am fully
convinced that what you have decided is commendable, and that they should take
up the responsibility. They should not be there only as spectators. They must adopt
and approve such accounts. They have to accep. this responsibility; they cannot
say, 'we could not vote and so, we know nothing about it'. Similarly, the
consolidation of accounts of subsidiaries is an example of good governance.
Subsidiaries' details should be known, particularly, when we have only 51 per cent
share; forty-nine per cent remains in the hands of lakhs and thousands of
shareholders in the country. They should know what the subsidiaries are doing, |
would like to compliment you on that too.

Sir, according to Section 9(3)b of the Banking Companies (Acquisition
and Transfer of Undertakings) Act, 1970 and the Banking ".jmpanies (Acquisition
and Transfer of Undertakings) Act, 1980, RBI has been vested with the powers to
remove any Director of the corresponding new bank, elected under Section 9(3)(j) of
the Act. However, there is no provision regarding supersession of the Board of
Directors. | fully agree that if the bank, like any other PSU, is not
performing...{Interruptions)... The ownership of the bank lies with the Government,
and so, the Government should have the supersession power. But that should be
for a limited purpose and a limited period of time; it must be for six months or a year
at the most. And it should be done very transparently. There must not be any
supersession just because the hon. Finance Minister doesn't like tre face of
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a particular Chairman, or some of the bureaucrats don't like them, and they
recommend to the Finance Minister; if the Finance Minister has good relations
with a person, he is superseded| There should be specific guidelines also on
whether profits have been made or not; how much loss has been incurred.
Proper enquiry should be made as to whether the losses are because of
mismanagement, or due to some fraud in the banks on which banks have no
control. Even at the time when you are superseding a person, kindly appoint a
new officer only from among the bureaucrats ..(Time-bell)..

Sir, | know that | have got 36 minutes. If you don't mind and if you
allow me -- | shall not take up all that time -- but, at least, give me some more
time.

Kindly don't appoint Government officers. If you really want to
improve upon it, bring in banking experts; there is no objection to that. You
could bring in experts from the RBI, or from any other source, or even an
officer who is a banking expert.

SHRI P. CHIDAMBARAM : It says, 'administrator not being an officer
of the Central Government'.

SHRI SANTOSH BAGRODIA: It should also mention "not retired'.

SHRI P. CHIDAMBARAM: Why are you changing your
...{interruptions)...

SHRI SANTOSH BAGRODIA: It must also say, 'not retired'. It is
happening, and it has been happening blatantly in every organization, not
only in the Finance Department.

SHRI P. CHIDAMBARAM: It clearly mentions about serving officers.

SHRI SANTOSH BAGRODIA: That is all right. | am not an expert; |
might have overlooked.

SHRI P. CHIDAMBARAM: | am not criticising; | am only pointing it
out.

SHRI SANTOSH BAGRODIA: | appreciate that. But | have said,
'retired1; please add it, if possible.

Sir, the next point is about the tenure of non-official Directors. It has
been mentioned here that his appointment is '...subject thereto for a period
not exceeding three years or such further periods not exceeding
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4.00 P.M.

three years at a time as the Reserve Bank may specify'. | shall strongly
recommend, with my experience with non-official directors of PSUs, that it
should be for three years, there is no objection with that, but, under no
circumstances, must he be reappointed. We want new people. Why should
you have the same Director appointed again? We have a population of one
billion in the country. We have plenty of experts in the country. Why should the
same person continue year after year? And, nothing much happensl So, these
non-official Directors must be appointed only for one year. In the second term,
at least, he should not be appointed in the same bank, or the same PSU as
per the law. The new Director must also be appointed. There is a provision
that says if he is not appointed, the same person could continue for six years.
Now, why should he not be appointed? What | am trying to say is that he
should not be reappointed. If you so wish, you must appoint a new Director
three months before, so that it is known that once he goes, the new Director
would be coming.

Today, | will give you a list of PSUs. At least, in 200 PSUs, the non-
official Directors have not been appointed for years and years. Sir, after these
amendments, the Bill will help them retain public sector character. Whatever
amendments you make, | will strongly recommend that the public sector
character should not be disturbed. As | have said about non-official Directors,
please ensure that the same person does not come again and again. | would
like to quote what the hon. Prime Minister has said in the inaugural address to
mark the bi-centennial celebration of the State Bank of India. He said,
"Deployment of credit must keep pace with changes in the structure of
economy. Banking industry needs to keep itself to be able to assess and meet
the credit needs of the economy." Then, Sir, | again quote him. He said,
"Credit for agriculture and allied activities is not a single market. Provision of
credit for hi-tech agriculture is no different from credit to industry." That
mindset of bank officers has to be changed. They have to understand that we
need to have hi-tech agriculture and that is possible only when credit is
properly given for agriculture. What kind of NPA is there in agriculture? It is
much lesser than any other sector. He also says, "Innovation and customer
services are going to be key drivers of success in the future and the growth
cannot be achieved without a strong, stable and an efficient financial system."
You are trying to make an efficient financial system, which | appreciate. But
agriculture has to be given proper importance. Mr. C. Rangarajan, the
Chairman of Economic Advisory Council
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to Prime Minister, has called upon the banks to evolve appropriate strategies
to enable Indian firms to access funds at competitive rates and meet the
challenges from foreign banks besides fulfilling the credit requirements of
marginal and sub-marginal farmers. How do you equip them to take the
challenge from foreign banks? This is very important. Sir, the next point that |
want to mention very quickly is ...(Interruptions)...

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Did you say the
last point?

SHRI SANTOSH BAGRODIA: There are five or six points. But they
are very small points. | am not going to elaborate them because the hon.
Finance Minister is very smart; he knows more than what | said and
...(Interruptions)...

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): He also knows
what you are going to say.

SHRI SANTOSH BAGRODIA: | will be very quick because Ramdasy/
has already mentioned it and | support him. In 1997, Sir, there were 32,939
rural branches which fell to 32,227 in 2004. It means, in seven years it has
come down; the rural branches have not gone up. How do you help the small
industries? How do you help the rural industries? How do you help the
agriculture? | don't know what norms you can fix so that rural branches can
grow in number instead of closing down. In metro regions, they have risen
from 8390 branches to 9750 branches. Similarly, Sir, commercial banks
appear to be leaving out rural areas and backward States. They concentrate
only on rich States. That also has to be seen. In a federal country like ours,
we cannot have branches only in the rich States. It is good news when Indian
banks score above Asian peers in securing high returns including those in
Japan, Singapore and Australia. Recent Moody Investors Services study
points out the higher 20.4 per cent return on equity in Indian banks which
reflects the improvement in asset quality, as indicated by the dwindling share
of non-performing loans. Sir, similarly, the operative expenses of Indian banks
have to go down. They are very high in comparison to other banks.

| would just like to draw the attention of the hon. Minister, through
you, Sir, that bank credit to private sector as a ratio of GDP, in Argentina, it
was 19 in 1970; 2001 and 2003, it was 156. Brazil - 47.8. It came to 34.6.
China - 51.7. It came to 136.6. But, India, from 18.8, it came to 35.5. ltisa
steady growth, but not a jumping growth. Unless you have a jumping
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growth for the private sector, the economy will not come to 12 per cent or 10 per
cent as you want.

One or two points which | want to make quickly which is a dear subject for
me is 'withdrawal tax'. Hon. Minister imposed withdrawal tax. | do not know
whether he could reach the goals that he wanted. Bankers are in great difficulty.
It is very big problem for them to handle this tax, without any benefit to the
Government. Sir, | hope in the next Budget, hon. Minister will withdraw it and let us
know that how many people in the entire country, in lakhs and crores of accounts,
have been traced because of the withdrawal tax. Could the hon. Minister handle
even one or two or three such cases? At least, let us know the details of such
cases and particularly with RTI, | am sure hon. Minister will have no objection
sharing that information.

Sir, we have to have a level-playing field for our public sector banks
along with private banks. For example, whatever laws you are making, | believe,
or whatever directions RBI is giving, they are giving only for public sector banks.
They are not including the private banks. If it is not true, | will give an example.
Regarding SSI Sector and SME sector, hon. Minister has announced, | believe, last
year or some time this year, 20 per cent growth compulsorily for public sector banks
but not for the private sector. Why not private sector? Private sector is growing
very fast in banking and they are ...(Interruptions)... | will take only two minutes.
This is my pet subject. So, let the hon. Minister know. So, there should be a level-
playing field. Let me tell you private sector banks are willing to do it. With the kind of
interaction | have had with those bankers, they are willing to do it. But, why not
involve them in the process of law. Let them do it voluntarily, but let them also know it
is compulsory for them. In case of SSI credit, you know in 1998, the number of SSI
accounts was 29.64 lakhs. By 2003, it came to 16.95 lakhs. It came down by nearly 50
per cent. But, | congratulate the hon. Minister that with his good intentions and |
cannot give full credit to him; a little credit to the House, a little credit to our
Committees, little credit to the public that with theirroutcry, but major credit to him
that he made a policy by which now in 2005, we have 17.71 accounts. And, in
20086, already the accounts have increased to 18.86 lakhs, but the growth is only
16 per cent and 21.6 per cent, whereas the general growth of NBC is 28.61 and
34.5 per cent. | request him to make it compulsory for 40 per cent growth. Then only,
we can come back to 1998 level when we had a percentage of 20.82. Otherwise,
even with this growth,
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the total percentage will go down. | request the hon. Minister to kindly look
into it.

And, the last point, Sir, is that Standing Committee has suggested
that it has been proposed to address issues relating to 'fit and proper' status of
shareholder Directors. Now, please define what is 'fit and proper'. That has
not been defined anywhere.

| will request you to please define. With these words, | support the
Bill wholeheartedly. My only request to you is to consider some of the
suggestions which | have made, if you think they are in order. Thank you very
much.

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Mr. Bagrodia, you
have one more minute left in case you want to speak. ...(Interruptions)...
Thank you. Now, Shri Tapan Kumar Sen.

SHRI TAPAN KUMAR SEN (West Bengal): Sir, | rise to support.
..(Interruptions)...

it ST ATl SUHTETET ST1,Ud e & fog § Syt e snafia
DR ATEAE |

Igqureae (A feme rdel): 3719 8 &1 oY, 6 IR A9 dIfAY ...(FEH)...

S} IFET STvETe: T R, H U & e S, STt Wy T o | A
HA ST ..(GET). .

SHRI SANTOSH BAGRODIA: Sir, are you allowing him to speak?

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): No, no. | am not
allowing him to speak.

#ff IS STAT: olfhT MU S 3 YB3 § IHST Sad a1 gl
...(FH)... 3P 1 37d & 8] SN ...(AGEH)...

Syrega (sl faer ad): slifon &5 ®81 2 1% o ae 4 aifay
..(TTET)...

SHRI TAPAN KUMAR SEN: Sir, | will request my colleague to allow
me to speak. ...(Interruptions)...

it YMENT 3nrETer: el IR, H d1 U hifferic § I8 o {6 o fad 5l &
g9 3 R fad #3501 it die 99 gV 2,78 a1d o1 g3 A7ed 8 T8l off ..(Faem)... R ifd
AR AN IE Y ...(TTHM). .
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SHRI TAPAN KUMAR SEN: Sir, | am thankful to the hon. Minister
and the UPA Government for not bringing forward the Bill in its original form as
it was envisaged, formulated and introduced in 2000, making a provision for
bringing down the Government's stake in banks to 33 per cent, to minority
status and ensure privatisation. That would have been a great disservice to
the economy and country's interests, and, it would have been difficult for us to
support the Bill. Sir, | am thankful that such a retrograde provision has been
dropped.

Secondly, Sir, notwithstanding the basic framework of the public
sector status, the Bill aims at increasing the number of shareholders directors
in the bank so as to provide for a more equitable representation on the Board
of Directors. While welcoming this move, let me express some of my
apprehensions -- | may be wrong -- which are although not entirely related to
this Bill alone but have some bearing on the changing provision on non-
Government shareholders directors in the banks' boards. Present position
allows for representation of non-Government shareholder director on the basis
of the shareholding pattern -- as | understand from the Bill — and, in this
process, a director from the corporate sector may well, even in individual
capacity, find a place in the board of a bank. My question is: If in this process,
one such non-Government director, who is at the same time a defaulting
borrower or an NPA generator, finds a place in the same bank's board just by
virtue of his shareholding, will it not be a case of conflict of interests, and, how
do you propose to address it?

Now, there may be some provisions that banks do not lend to the
directors but in our given system, there are a number of cases of many
flagship group of companies, where one unit of that flagship company
generates NPA and the other unit goes on enjoying the credit from the same
bank, and, such kind of cases are plenty. So, | think, these issues require to be
appropriately addressed while framing rules etc. | may kindly be enlightened
as to how these will be addressed.

Thirdly, Sir, | think, Government also must take a serious view about
this kind of possibility and stop further divestment in Government shares in the
banks, and, frame appropriate rules to prevent such situations of conflict of
interests. Sir, our banking system supports around 50 per cent of our GDP,
which is way behind not only the developed countries, but also many of the
developing countries. This kind of situation warrants wide expansion of the
banking system and banking network to a vast left out section of our
population who are mostly the victims of unscrupulous
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money-lending system. This requires that the banking system and
network must invade the remotest rural segment to replace those
unscrupulous money-lending system. This needs a reorientation of the policy
relating to the interest rates and its lending policy. And, inter-alia, there is
definitely a case of considering a differential interest rate regime applicable to
different segments of the economy, different stakeholders in the economy --
large-scale sectors, small-scale and tiny sectors, agriculture and other rural
occupations.

| don't know exactly, | am not very confident, how does it sound
technically viable, particularly, when stalwarts like Dr. Jalan is sitting before
me. But, | am just expressing myself. | don't know what are the technical
difficulties in it, for this kind of a differential interest rate regime. But, as |
understand, treating different segments of people, having different economic
status, having different strength, in a different manner, is the best way of
ensuring equity. And, | think, that is also the role of the Government when they
talk about aam aadmi oriented growth. So, how these two things will frt in
together to have equity in these areas and also regarding the access of all to
the financial sources, | think, should be seriously considered. In case of large-
scale manufacturing and service sector, the interest burden can be passed on
to the product. But, in small-scale and tiny sector, as well as, the agricultural
occupation, they don't have that much elbowroom between their cost and the
ruling market price in an extremely competitive scenario. In this House itself,
just before this debate began, the hon. Agriculture Minister has also admitted
that even in the rural economy, the peasants take loan also for funding their
capital expenditure, putting up pumps and other irrigations, etc., given the very
low public investment in rural infrastructure. That is their situation. That
creates a very deep indebtedness. So, | think, this warrants a very serious
consideration on these aspects. | will request the hon. Finance Minister, if this
is the background, if this is the need, simply market solutions cannot work.
Also, only Basel 2 norm cannot deliver the goods. Something more is required
to be done. How should we do it in this framework, | want to know. | request
the hon. Finance Minister to throw some light on these areas as well. In this
context, | would also request the Minister to review the proposal for omitting
the provisions relating to the mandatory nomination of Directors by the RBI in
the bank Boards. This is crucial in the sense that the RBI plays a crucial role in
monitoring, supervising the functioning of the banks and re-tuning the same
with the priorities, from time to time, in the country.  So, this has assumed
more importance, particularly, in the
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background of the observations made in the RBI Bulletin itself, regarding the
banking sector missing the target on their priority sector lending, particularly,
pertaining to the small-scale sector, tiny sector and agricultural sector. One
year ago the Reserve Bank Bulletin made such concrete observation. So, in
this respect, | request the Finance Minister to reconsider this.

Lastly, | will try to raise, let me say, a kind of selfish agenda, and
selfish, in the sense, about the issues of workers and employees in the
banking sector, the constituency which | personally represent. (Time-bell)
Yesterday and day before yesterday | was closely watching the debate on this
subject in Lok Sabha. | am glad that the hon. Finance Minister, while replying
to the debate, just commented that we are proud of the management, unions
and the employees of the banking sector for such an improved functioning.
He, particularly, recognised their role. | don't know what feedback he is having
from down below. At this moment, | understand, in our rationalised bank
network, there is serious shortage of employees at different parts in different
desks, particularly, in the front desks, where they are facing the customers. No
doubt, technological improvement has reduced the requirement of such kind of
manpower to some extent. But, because of aggressive VRS pursued in the
banks, during the last more than five years or so, there is a real shortage,
even after neutralising the impact of the technological development in the
banking sector, in the banking activity.

So, | feel there is a serious need to have a re-look into that. More
recruitment is required. | think, yesterday, while replying in the Lok Sabha, he
also hinted to the extent that we need more people to strengthen our banking
system. My only submission is that we need more people at all levels. Don't
focus on a particular level. | think, from top to bottom, we need more people to
operate our banks, to make our customers happy, to really make the public
sector banks compete in a changing scenario, and, in this respect, | would
request him to reconsider this.

There is serious resentment in the bank employees regarding the
stoppage of compassionate employment. A new scheme has come up. But,
prior to this scheme, there were backlogs. | request the hon. Finance Minister
to give some kind consideration in that area also. | think this much so called
selfish agenda | have a right to place before you. With this, | support the Bill.
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it dRvs wifean(STR wcen): Suawey Si,H AHTSard! urdt @ 3R | 39
THHR HUM (SUHH BT Ao AR fRon) IR o 7 dven Ay (Heme)
48,2006 BT FHT BT b o W1 gl § | $94 Sl IR WM 8,371 1 A
AT BRAT B g, § 8 91 fat #2A1 St & A= § A1 =1edl g | Reases
JRT P HFCIY H 319 WTSIC Haex & S 31T Ve 8 | USde Jaex & T PeHR & %
R Al ¢ @ € | AR B ol fiahd AeHcses S 9 B $R-1 IS Tl §,39%
TR A § BT A1g, o 6 57 e Sff 7 @e b 9 gihRiiT |fdw < %8 § | 3R
I IR FoF A IfhT 3TN & AR 37T SARALLTT I A1 TR gof W §eved B o, Sad
78T eraTses TR § R ¢ &9 991 ®I 9T §,UE AR & 78, THM HITHY Bl
We IR TIRE 991 9 U8l 78] ol | 981 IR 7IRE 991 9 B IR 81 ¥ | 981 IR o
15 e T8l BN 3R 15 fe 91 T TeivL3FR IR 9 BT WHY 8 3R 317 Ardx
JMRE BT TS 8,a1 T A o7 MUBT §6 P SRdTo! §& el | 3{TST 39 W BhE
@ & b A Aeretiss d,usde Ader b JrT SuH 3 W 91 IR & iR 9
UfthRide 9fdw 2 v &, & for w3l S 9 3 T o a8 s iR N e < |

IR JoRT ¥ TRICITSST BH 51 X qd b1 3 HEl b relrgS 9 &,q1
TS &1 W] 9¢18 S A1f2y | 98 Wel € f5 519 & 961 &1 whlu yaace gan
2,39 AR THAIES S AT el 9818 T8 & | dfdd Heea” Bl UibRiie afqw
1T 3R faRiuer HfARfead Jr1 SUd TR W STer #edl b fhwe uifve
AR, TP TR TR ST Bl fh A T, SHS BR W SR bl b 89 H
BRTCEIST H D! AT W M < 8 | 30 FHY AT ST ST A HIeHY BT HIg HIT
BIETE | 9T 3R ¥ o 39 3R Y syt ey sem anfe |

A 1,5 I8 BT ATl o1 fb 1970 3§ Ja BT AT oIer A T 3R
ST SR BT IIER-IBRYT fbaT AT, ST b 14} 89N qd a<hl 1 Bl b I8 safery fa
T {6 T HIeTel IR AT AT T BT U R B g, T gH! Bl ff 9% 9
A et 5eh 31R da | Ffaemg et e, SAfo Mg IR foha T | 31Ts 84 |eien
BT TR o6 a1 S A Bl &A1 UTed fpar § 7

3 AT ST < BET foh ST 32 <G BT A 3l 7T | | I8 A &, 37T 32
G BT T81,395] TA ARI BT A W1 e Fhal & [BHR I8f R Fa H 93 gY Sl
e 8,9 3R I | Tl ST T S9Th! TR oG BT e AT et SIrgem, & SIrem o
1 Y 25 ARG BT e SIQT |

N T . S AT AR S ) : T8 [T |

oY IR~ wifear: AfpT SN Qe Mot &) 919 B! T, downtrodden dfsid
B g1 Hel T, TS b &l B e B 979 B R R 98 30T B I8T 82 FT 37T
TRIG SMEHT BT A M A et FhdT © Rilfe TG EHT & U HIs Yiae] a1 & |
3Tt 31t TET UR BT TAT-FhaT & IR § feae BT 2T o |
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N U0 e aTordT: HIfedn Sfl,us e |
SuxraTegel(sft famrer Bradh): 3R 9 Hies #) < € A1 31T 91l Fhal & |

N TH.g.SEaTeran: § wifedr St B SIMeRI & oy a1 A8 §,d &8
%% © b IHET SaTel Sil gl SITY AT S9! Ta Jg A Aol ST,y <ol ST af
SIPI 25 ARG A e ST | § 77 AT H MR $77ch AT 3 G b AR H31 Sl &
| ¥ I8 I1d o1 918 § b R a1gde § 2 3R Ria BT 9@ &, 390! ST
SR & 1o el UIfIfe Ry & M WR 71 1 ST WIal, T $hiSe Prs al AR A
1 <1 HaTel €1 UaT 781 BIe | $hIST BIS BT IR T o7 SIY [ GR-JR AP 3MMYH g2l
FAARAE ...(FTAYH)...

it R~ Wfean: I SR © ...(FIIM)... I Usarde W 8,04 ha
2| .(caum)...

i} .. SR WIS SR ¢ fh iR ..(aem)...

it SRz wifear: & 93 fowg wR s e o | ...(=aum ).

ft U107 e anfora: {6 TR 3MUd 92d & hise Hrs e g1, fh<d 5
P1,3NR SAD! T <7 STV b I8 AMYPT g2a] -3 ol &1 Aol § FTelIhTs B 8,3MMq
Al T A T 3R T ff E-7 SHBT hiST Brs RIS BT ST | TS T SHR] YOl &

I This is the state of a politician. ...AInterruptions)...

SHRI C. RAMACHANDRAIAH (Andhra Pradesh) : Sir, let us all
improve the image of the politicians.

7t SR FHE(STR U<eN): |-, QHIGA QI §a, PIefdTdl Ml 4 #4 U IR R
A & T TS AT, 3T 9 &1 A1t gl | Soi w3 WX Y8 WR B8] (& 1Y TSI &
ST 3MTYD! R A 8] (el Aha1 & | H 211 T, 0. A gaTi T it 1 a1 A FeHa g
| STPH ST BT AR VS B, HT 8| Mo, Tq A SeRT $eil [ 39 FRIs wudl
S1Ld BRIS WOAT &l | AT fat #3i1 ST A H S1gR1E BT I18d1 § b HH | B Sl
U JHTRITET a1 & b ST 8I1-HeR i1 qifeamie & fofg #sieh # $8 od & &
Aee Mfderss &,89 AR ARE AMIderss € | ..(Faem)...

3 dR=5 Wifea: 319 &4 9 o <IRTY | 89 1 981 91d diel ] S /% © |
..(TALT)...3TE AT AT 7 WX FIeT B ¥ gad 1T | I AsgaTierar Ared -
I8 919 IOT & 8,4 W ...(FGEH)...H T 39 91 DI A1l arer AT | ...(FIeH)...

SHRI RAVI SHANKAR PRASAD (Bihar) : Sir, the Finance Minister
must clarify: It is a very serious matter. ...{Interruptions).... Why lawyers and
politicians are being victimised by the foreign banks. ...(Interruptions)....
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SHRI AMAR SINGH: We are not untouchables. ...interruptions)....
it IR wifean: H 59 919 &I e a1 AT ...(FIHM)...

SHRI RAVI SHANKAR PRASAD: Honourable the Finance Minister,
we are making a request to you. | also know that these foreign banks have
made it a hidden policy that no credit card to politicians, no credit card to
lawyers -- a lawyer of your former stature may be an exception. But, it is a
serious matter. Please enquire into it as to why should the foreign banks have
this kind of prejudice in India. It is very unfair. ...(Interruptions)....

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Mr. Bhatia, please
continue. ...(Interruptions).... Please continue.

1T TR AEN(STR U¥): SUGHEIe 9eied,H I8 ST aredt § fh
IfE A I |9 2,50 gt 918 71 8 8 A R BRA Bl B g H HH PR B
ERIESERGIECH

it o Rig: S FR S ARy |

LY TR S R U 6,51 F-l b Ao, aasidl AR gfed
BT & IR H 39 TSR BT TCHIT IW,d TAR S H FTASA S I & 2 T U Sl
P EGRITT H B PR DI SoIod &l S =M1 |

st a1 Rfe: Rieger =1 <1 oI =12y |

STl HAIER SEN: 3R I8 99 & (P 31 91l Bl afe | |qiaei 4 He1 8
b AT 39 UR 319 TehTel ST1d Y, BRIATE! B MR VA §bi BT WRd H BIH HRAT 98 B
T ..(HIF)..3FR AR AT el 8,991 hadl § b 99 Il ®l R Al
(...

it Fa IrTeIfeAT: 39 € & Uil B NI | ... (FaHH)...
THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Mr. Bhatia, please

continue. ...(Interruptions)...
ST.IRE! AAIEY SATEh: 319 BR 9] & FHITH A © ? ...(FTIH)...

2 Y5 AS(SSIA): UIST BT HaATA 81 © | ..(SHGEH)... R I PRI & |
().

SLYRCl FARR St Ul I8 SHeR! I We wewi 4 & §
.(TA)...
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THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): | think, the hon.
Minister must have taken note of it, and if he deems fit, he will clarify it during his
reply.

it IR wifear: § 59 wige &Y AMRaR F o I1e AT | Y Y BE IR E,98
AT advocate & I 3TIHA § | ICICI §& o I Privileged customer &1 Ydb AfEfhere
HSTT o5 31T EAR privileged customer & | U1 T8l ITebI HIGH T AT &1 1% # advocate §
| 519§ R A9 & 19 apply fhar ik ST @1fth omam,ar 39 319+ advocate General
& AR H AT, BR IR & gl H IFH el {5 g3 dR F forg A =12y |
SN O AT dFR Q@A SUq ®El fb ey a1 advocate® IR EAR TET
advocate,politicians and police officers- 31 SIH1 B @I a1 fAeIdT & | T8 =T A 7
eI off | R §9 S91% ... (TaEM)....

19Tl AAIER SAEN: 980 TRAM Gl 8 I8 | 4R B Yol A  HH PR I8
2R & AR BT $hfee ST o T2 &, MR 7 U+ WRg §1 ¥ 8 MR HR & Fw 1
JieT B, Tdcll BT 3R gferT IHaRT BT 39 UHR | gon o) efie | 7@ 7 &A1 a8
H U IS 91 © | 9 § 8 91T |

it IR=s wifeam: H I7F ATt AR B B frar F7 Fa1 5 59 sy
fravs feuifire @y omal e gert fhavs feuifere foram 8iR privileged customer
TN 3R ATS A &b T AT G P& W& & & H advocate g | AT S8 G351 GITd
W,WWW 1,38 M HeT f& 3T advocate General of the state &,3%feTy #
YT A < G | AT 3T TRPR H 8, 3T 19! @l et ST | # et fob g3
319 MU §ob I FUAT GG BT 8 3R M o T8 o1 7 | I8 R oet 9ga A
JRI AT

UBRITH ge | THRT a1d O R § 1 W81 I1,5RT I8 He1 o1 {6 &1 o forg
Ao fhar TaTag AR el YA g3 ? HAT MU H awdT © fr e
BT BT TS A el HepdT ® 2 31T TRIF 3R foha frafe i ofar 8 2 Rid ar
A SIIET TP B P fo1¢ ol 8,d! 89 SR IS § B8 & -FgM™Io-A% &
18, 31R ISRAT H FIT $B 3R HEd &, 91 T 3MTeId BT 2 b 3R MM T E9R
& © b a8 Y 97d) 8ol Y&dT & 31X gufore IR disil & fore Mg ameHt oI ofar
T | Aftp o9 &1 SfhT crarene) 919 R 8,1 SfhT @rave 7 /1 3 39 |- & forg
W &g 3T & 2 B9 U8T R 919 B I © 9B Haex 61,89 9B Aaex Bl
YR & fory ared 2, af va da MRt & AR Siear o, et vt &9 ST
319 ambit # &1 1Y & 3R RIS IR | B B 999 B BRI T8 @t 8,98 & S
?ﬁgﬁﬂw 2,98 31Tl banker of the most downtrodden people & 1511 T4 &, HHSIR
o
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2 ,3fd 2,301 I8 A ol 8, 31fdh I TG DI A$dh! Bl ATl PR 2, R SHD]
ASDH DI UM 8, RiTch ISP [T MR AT B g Bl TT5 8 3R BT FGIHIS a1 8 |

SuauTeel(sh fe=rer B3radl): wist conclude.
it dR=s wifean: SR 3ma +R w1 Sareh 7d BT | § 98 ... (aum)...

Syureme(sh fomer ) & o Wy Sarecdt ) < § | SR st
WY 37S AT BT AT 3R ... (FGEH)...

ft dRwg wifeam: €1 fime ok < AT 1 H 1 .. (eagm)...

Syaregesh fer Bad)): Regaar famer omu ok o «ifdigwR
conclude @I |

#} dR=5 wifear: § A1 vy 9§ e G &1 T1 81 A8l g, offh il a1 H
PE BT §,39 W IR &= &1 3Mawaadal 2 & in sector ST private bankers 511
.31 GE1 BT 981 Xl § IR g1 I Jo a1 11 {3 To1eer 4 yer 2,4 721 Sian
g YMe St aE € f 78 ge Tt Wt goreft @ {6 R sa RSl & sfeR qot o el
feram,al Q1 &1 R®1 IRAR [ a7 f&ar S 2 SR g8 Shaui= a1 Rl 8 | B
39 3Rt 29 & e © 2 ) 39 3R Y e o © 6 9 Aig Rt 9 5 e
g &9 frertl 2 fod gR & fiert 2

31TST 519 &9 Bank I Regulations @1 a7 <<l &,dT Banking sector #, legal
terminology ¥ 31T S®! Bankers ¥ @, cl{db SIS § 9 dreil & fog,gferal &
o0, ST 9 Bankers 1S 81 21 3191 AAIHAT 39 910 BI & & 89 ST forg +f
BT TG, STH] BRIATE! B W1 BT BT IR H ¢ iR Sferml, 1Riai R 1 2
T E,37Teh IR # a1 e |

IUQHTEE He IS, H 3fd § T8 del A o I8 ART AR © fH et 39
98 IR Sl 94 &, 8N AR A2y, 519 d ISR & w3 a9,d1 S8 99 THR
I 3 introduce fHaT 2 3R &/ =1fRT foh SH®T 8H T follow &, <11 fem-fder ik
ARTER =M &4 & 8, S9a! &9 follow X | #R TR IR i oI 8, olfd1 § wsran
2 o <for w9 & €31 319 H S7u 91 WA BT § 3iR MU J dlei Pl TR
e, g3 forg amuep! er=geTe < g |

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Shri C.

Ramachandraiah. You have just three minutes. But you can take five minutes.
You have to conclude within five minutes.
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SHRI C. RAMACHANDRAIAH : Sir, | won't make a speech. | will just
seek some clarifications.

Thank you very much for giving this opportunity to support this
Banking Companies (Acquisition and Transfer of Undertakings) and Financial
Institutions Laws (Amendment) Bill, 2006. Most of the Members were
mentioning it as 2005, but the Bill which has been received from the Lok
Sabha, after passing it, is 2006. | appreciate the Minister for bringing forward
this Bill. It should have been brought a long time ago, but it has been delayed
because of the dissolution of the Thirteenth Lok Sabha. Most of the
amendments proposed in this Amendment Bill are largely administrative in
nature. They are expected to improve the efficiency of the functioning of
Banks, mainly, public sector banks. The Finance Minister was very cautious in
maintaining the Government control by keeping 51 per cent equity. Everybody
has got his own interpretation. It was originally planned at 33 per cent and
subsequently it was put at 51 per cent. Some people might be thinking that it
was done to satisfy somebody. But, as per the recommendations of the
Narasimham Committee--! think the Government has accepted those
recommendations—it should have been 33 per cent. However, it does not
make much difference as long as it is under the control of the Government.

Sir, | want to make a few points with regard to the nomination of the
RBI Director. If | remember correctly, most of the committees, especially, the
Narasimham Committee and the Joint Parliamentary Committee, have
recommended the deletion of the right of the RBI to nominate a Director
because there is a conflict of interest between decisionmaking and regulation.
| remember that in the Global Trust Bank case, when it was proposed to
merge with the Bank with the Unit Trust of India, the decision had been taken
by the Board of the UTI where a nominee of the RBI was present. | had the
privilege to be a Member of the Joint Parliamentary Committee which inquired
into it. When we asked the nominee of the RBI whether he was present when
the decision was taken, he said, "I am present". Then we asked, "What was
your reaction?". He said, "There was no reaction". Subsequently, it--I still
remember because the hon. Member was the Governor of RBI then--went to
the same gentleman for disposal. This particular decision, on merger with the
Global Trust Bank had been taken by the UTI. It had gone to the RBI Deputy
Governor who was the nominee of the RBI in the UTI which had taken the
decision. Ultimately, we felt that there was a conflict of interest between
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regulation and decision-making. So, my question is: When the RBl is to
regulate, why should the RBI be privy to the decisions of these institutions?
That is my first point. Originally, it was planned to delete it. The Finance
Minister, left to him, will take very good decisions; | am quite confident of that.
But, it is a coalition Government subject to so many pressures.

Secondly, with regard to the increase of full-time Directors from two
to four, | welcome this measure. Since nationalisation, the public sector banks
have grown in size and volume of business, and they have got multifarious
activities. So, now, their volume has gone up, and the turnover of some banks
is more than two lakh crores. They have to look after various aspects of credit
like sickness of borrowers, credit ratings of customers, human development,
etc. So, umpteen numbers' of functions have to be discharged by them. In
addition to that, they are opening subsidiaries. So, | fully welcome this
measure of increasing the full-time Directors from two to four. Sir, my point
pertains Nominee Directors. | was privileged to ask for the attendance of
Nominee Directors in banks. What is their percentage of attendance? What is
their contribution? Honestly, | should admit that not even 10 per cent of the
Nominee Directors are attending the Board meetings, and they have become
a liability on the banks' management. No constructive suggestions are coming
forth from these people. That is one angle. What | am trying to emphasise is
that the Nominee Directors make no contribution, worth its name, for the
improvement of the functioning of the banks. Secondly, | had been enquiring
as to how many representatives from the farming community are there on the
Boards of the banks. It is very minimal. Today | should thank you for
increasing your level of lending to the farming community. You have made a
commitment to the nation that you are going to increase, rather double, this
lending in the next two years. Already one year has gone by. Sir, earlier, |
used to see that most of the recruitments to these banks were given to
Agricultural Graduates. But that is not the case now. | request the hon.
Minister to take note of this...

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): You will have to
conclude.

SHRI C. RAMACHANDRAIAH: | am not giving a lecture. | am
pointing out certain deficiencies.
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THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): But your time is
over.

SHRI C. RAMACHANDRAIAH: Three to four minutes do not make
any difference.

As for the strength of the Directors, it has been stipulated that if the
percentage of shareholding is not more than 16 per cent, then, there will be
one Director, and if it is between 16 and 32 per cent, then, it will be two. My
point of clarification is this. Now, the number of Directors has to be regulated
as per the provisions of this Amendment. Supposing, immediately after the
passage of this Bill, when it will become an Act, the existing strength is more
than the stipulation, what is the mode of retirement?

SHRI P. CHIDAMBARAM : He will continue until retirement. | will
explain that.

SHRI C. RAMACHANDRAIAH: My next point is regarding
supersession. We claim that banks are functioning very well. There is,
absolutely, no doubt about it. We are proud of the way our banks are
functioning. And, we have been keeping the RBI nominees on the Board.
There are Nominee Directors, that is, from the Ministry of Finance. There are
sound banking practices. But, in spite of that, Mr. Minister, do you think that
this particular provision of supersession, this particular clause, should be
inserted here?

SHRI P. CHIDAMBARAM: It is an exceptional power.

SHRI C. RAMACHANDRAIAH: It is like article 356 in the
Constitution. Sir, | read it in the Constituent Assembly speeches that if it is
going to be invoked, then, it will be the black day for democracy. So, | have
read it in the Constituent Assembly speeches. So, is there any necessity of it?
Sir, supersession of a particular bank is not an ordinary thing. And, being so
many directors of the Government and from the RBI in the Board, why should
the bank's functioning be leading to such a horrible situation? So, it is true that
if the functioning of a bank is detrimental to the interests of the depositors or
the public, then this decision has to be invoked. But, it is very extreme
decision. Sir, | request the hon. Minister to introduce some safeguards so that
this provision should not be invoked unjudiciously.

Sir, this is pertaining to the approval and adoption of performance of
shareholders. It is a very sound principle, which is in consonance with the
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Companies Act. They have introduced it here. But, in banks, Sir, | have got
my own slight doubts. | request the hon. Minister to reply. In companies, it is a
different thing. The accounts will be approved by the Companies Board of
Directors. It will be presented to the shareholders' meeting in the AGM, and
the AGM will approve and ratify it. But, the case in a bank is different. | think,
the practical experience in future will tell whether the AGMs in which the
banks' accounts are going to be ratified or approved, whether any
acrimonious debates are there because it is not an ordinary thing. Most of the
banks will be lending to so many industrial companies. So, so many NPAs will
be there. So many provisions will be made to write off the NPAs. So, these
are all the decisions which, | feel, in the AGM meetings they may not pass
without any acrimony and other things. But, however, it is a sound corporate
practice that has been introduced. Sir, | will complete in two minutes.

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Just please
conclude now. Now, this is your concluding sentence.

SHRI C. RAMACHANDRAIAH: Sir, this is pertaining to opening of
new branches. Sir, we came to know that a number of banks' applications for
opening of banks branches and ATMs are pending with the RBI. | don't know
the reasons for it because they don't assign the reasons for delaying it. There
might be some errors of commission or omission on the part of the banks. Sir,
the banks will have some thousands of branches, and they will be manned by
so many personnel. Sir, one or two persons may indulge in some
irregularities. That does not give a valid reason to the RBI to withhold the
permission for giving permission for opening the new branches. Because in
2009 foreign banks are coming, and they are entering into the banking sector.
Unless our banks consolidate and strengthen themselves, it is very difficult to
have a competitive edge with them. | also request the hon. Minister to take
into consideration this aspect.

Sir, there is one more issue which is pertaining to sick units. Sir,
practically what is happening is this. The BIFR will give you a package. That
package includes redemption of the loans to the financial institutions.
Suppose, a particular industry borrows from, say, 20 institutions. If 18
institutions accept the package, and two institutions are not accepting it, he
has to approach the court of law. And, it is taking inordinate delay by the
courts to deliver the judgements. So, just because two institutions have not
accepted this package, the revival of the unit which is employing more than
1000 employees is being delayed for some years. So, Sir, some safeguard
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has to be introduced here. After all, the amount that is liable to be paid to
these two particular institutions is very, very small amount when compared to
the overall package amount. Sir, two instances have come to my knowledge.
They behave very arrogantly. They say, 'when 18 banks have accepted it, it is
not mandatory on my part to accept that package.' So, the borrowers worry is,
if | accept the conditions of these two institutions, | will have to make
applicable the same conditions to the 18 banks, which he cannot afford to pay
it, and the entire spirit of the package is being nullified. This aspect has to be
taken into consideration. My final request is with regard to the shortage of
staff, especially in the State Bank of India. | think, the hon. Minister should be
aware of it. | request the Minister to initiate appropriate measures for recruiting
the personnel in the banks so that the customers do not suffer.

Sir, with all these suggestions, | fully support this Bill. Thank you.

DR. BIMAL JALAN (Nominated): Thank you, Mr. Vice-Chairman. Sir,
i was listening to the debate, and some very important points have been
mentioned. You will be glad to know that | am not going to touch on any of the
specific points.

With your permission, Mr. Vice-Chairman, Sir, can | just make three
or four general points which are important in considering where do we stand in
the banking sector? Sir, the first point--I think, this is something we have to
recognise that banks have no money of their own to lend and that includes the
Public Sector Banks, but they have the capital. But that capital is meant to
ensure the protection of the depositor, it is not lent out. So, the critical point is,
the intermediation by the banks or the financial institutions is to transfer one
set of people's money to another set of people. This is a very critical point.
And, that is why, the risk assessment of those who borrow is just as important
as taking care of the safety of the depositor, because this is a very critical
difference between the banking and the financial sector and any other
productive economic sector that we deal with. They do not have any money of
their own. The so-called capital, that includes the Public Sector Banks is
meant to provide capital adequacy, to protect the risks that if there is default, if
there is a loss, then that capital is supposed to meet it; but, then, there is a
subsidiary criterion that that capital has to be made up by the owner and that
he cannot go below that capital adequacy. This is an international standard.
So, this is an extremely important point which also brings me to the whole
question of developing countries' and developed countries' regulation of the
banks, functioning of
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the banks. The intermediary function of the banks is extremely much more
difficult in a developing country like ours. This is not the case in the
industrialised country or the developed country because in our country there
are conflicting interests. The conflicting interests have to be resolved or
compromised on which views can be different.

For example, we had a very interesting debate on floods and on the
farmers. Nobody can deny that banks have an important role to play. That
kind of a situation does not arise abroad in the industrialised country or in
another country where the decision the banks make is whom to give credit
based on credit assessment and so on and so forth.

The issue of interest rate is equally important for us in the sense that
what was said here is absolutely right that you have to have differential interest
rates and the Government has already announced so. It has been a long-
standing policy that for lower amount of loan the interest rate is lower than the
large amount. And that has been announced.

The Public Sector Banks in the Indian context have a very special
role to play and nobody can deny that and | do not want to go into the
specifics also. But the reason we have come to wherever we are now-
economic sector, financial sector, etc.,-- is partly because of the leading role
played by them. The leadership is still with the Public Sector Banks. But, Sir, it
may come as a surprise to a number of people that for the Public Sector
Banks the standards of capital adequacy, the standards of risk assessment,
the risk management are the same as for any other serving banks. | am happy
to inform you--and again | do it because | just happened to have this
experience-that among the developing world, and that includes China, the
Indian banking system is considered to be internationally one of the best, one
of the most secure, one of the most development-oriented and one of the most
fair and transparent one meeting all the international checks set by
international institutions or anybody in terms of risk assessment. Why do | say
so0? It is important because if you issue a cheque from India anywhere in the
world, it will be honoured; this is not true for 98 other countries.

You will be surprised to know because that is countersigned by
another bank somewhere else. So you can take that it is not an easy job, it is
not easy to do this sort of thing, but | think what we have been doing in the
past few years that we have reached a point where our banks have reached
the kind of standards which we all want.
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Now, there are faults, there are problems, some of the issues were
mentioned just now. Some banks have discriminatory policies which we must
prevent, which we must resist. Some of the banks may not be doing the right
thing for small farmers or small borrowers and they have to be corrected. But
by and large, broadly speaking, the standards are the same and the standards
for public sector, private sector, foreign banks, the standards and regulations,
should be in conformity. And just with your permission, just two small points,
one is corporate governance about which the Finance Minister said something
and | think the reason you know. The public sector banks, you will be
surprised to know, have now reduced their NPAs to almost half to what they
used to be and that our NPAs that is, non-performing assets now conform to
the desired standard. So, something must have happened in terms of
corporate governance. | will make this point to the Finance Minister that the
idea of corporate governance is that we must -- that there has to be a
separation of powers between management and the board of governors or the
owners. The management decisions have to be taken by the management,
practical decisions have to be taken by the management. Boards can set the
policy, a broad policy, but the day-to-day policy determination in the banks is
not the function of the Board or the Government which is the owner.

Finally, Sir, about this relationship between the Reserve Bank and
the Government of India and here | speak not because | happened to work in
the Reserve Bank. | also worked in the Government in many of the similar
positions, including Banking Secretary and Finance Secretary, so, | think | can
be unbiased in this whole issue of the Government and RBI relationship. Sir,
the interesting thing about this particular relationship and this also
distinguishes us from many of the developed countries is that what we do not
require between the Government and the Reserve Bank is the so-called
autonomy because you can't. In our country growth is first as important as
price stability. A number of other countries have legislated, that the central
bank has the only jurisdiction on prices and, therefore, it can set and also fix
targets and so on of inflation because they are not as interested in growth. So,
the difficult decisions are taken by the central bank and the Government talks
about something else, which is now employment, growth and something like
that. In our country the problem is that you have a trade off and you can have
profit and these have to be reconciled, both at the fiscal area and the
monetary area. It is good to have separation of power that the monetary
policies are decided by the Reserve Bank of India and the fiscal policy is
decided by the Government. But unless there' is
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harmony, we would find that we cannot resolve the trade-off problems
between growth, price stability, external challenges, external difficulties,
foreign borrowings, exchange rate management as efficiently as we have
been able to do. This | think is a tribute to the kind of relationship that we have
built over the last 10, 15 or 20 years irrespective of which Governments have
changed. There has been a process of movement towards the system, where
harmonious relationship with distinct responsibility from two segments, that is,
RBI which has jurisdiction over monetary policy issues. Fiscal policy and the
broad growth-oriented employment policy are decided by the Government.
The pattern has been set and | can tell you, Sir, that in India today, the central
bank and the Government, is among the best relationship in the developing
world. It is regarded as an achievement. We can at least be proud of that
irrespective of all the other problems that we have. Thank you very much.

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Thank you, Dr.
Jalan. Now it is almost five. We have one more speaker and hon. Minister's
reply. So, | want to take the sense of the House. Half-an-Hour discussion is
also listed. Should we finish this? | feel we can finish it because there is only
one speaker left. ...interruptions)...

SHRI SANTOSH BAGRODIA: You do not promote this thing.
...{Interruptions)...

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): | am just telling
that | have to take the sense of the House. ...(Interruptions)...

SHRI SANTOSH BAGRODIA: If you advise and if the Minister
requests, we will agree. ...interruptions)... If he tries to be difficult, we will not
agree.

SHRI P. CHIDAMBARAM: Sir, | request. ...{Interruptions)...

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Is it the sense of
the House that we finish this first?

SOME HON. MEMBERS: Yes, Sir.

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Good. Thank you
very much.

SHRI SANTOSH BAGRODIA: After that we will take it up.
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5:00 P.M.
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1 @fh J Ol IS | 3FR AU 96 &) gifest ger 8,98 &M ff 91 30w
SRINGCH el B Adhd ©,34d o1 Wl I A1 sl F Y& Tgil 59 99 fIewaaif
9 1o & g oM R 9IS B ffeHHl < 3R 39RT a1 /1 © 36 o9 o1 39 33%
B, TG SN B ThI, 50D A1 & H e 1 qHdT FRATATRAE |

SHRI P. CHIDAMBARAM : Mr. Vice-Chairman, Sir, | am grateful to
all the sections of the House, especially the hon. Members who participated in
this discussion and, without exception, broadly extended their support to this
Bill. I can do no better than endorse a thought expressed by Dr. Jalan. Among
the developing countries, and even taking into account some developed
countries, India's banking system is the best and one of the best regulated
systems in the world. The reasons are not far to seek. The first major step
taken, which has paid the best dividend, was the nationalisation in 1970 and
1980. Through that step, the character of Indian banking has changed; the
goals and purposes of Indian banking have changed. The banks became a
powerful instrument to reach financial services to the masses of this country.
Of course, a number of reforms have been undertaken by the successive
Governments. And, it is to the credit of the successive Governments that the
role of the Government and the role of the Reserve Bank have been
complementary to each other and, together, both have worked to make the
Indian banking system strong and better-equipped to serve the goals for which
banks should function. | think, experience has taught us that we have to move
to the next stage, that is, better corporate governance.

This Bill, as | said in the opening remarks, is aimed at improving
corporate governance. We have changed the composition of the Board of
Directors. And, each change has a purpose. Of course, Members have
correctly pointed out that it is no longer possible to manage such large
businesses with one full-time Chairman and one Executive Director. After the
State Bank of India, which has a Chairman and up to two Managing Directors,
there are a couple of banks which are already touching a business of Rs.
2,00,000 crore. Rupees two lakh crore is a lot of money. It is a lot of
responsibility. There are a lot of functions to be performed. So, | think, we are
taking a right decision and enabling us to appoint four full-time Directors -- one
of them will be the Chairman, the other three will be Executive Directors.
Executive Directors, as everyone knows, are selected through a very
transparent process by an Appointments Committee, headed by the Governor,
Reserve Bank, in which the Deputy Governor of the
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Reserve. Bank has an important role to play. Therefore, except in a case where they
wili make a gross mistake, my experience is that most of th<vir choices have turned out
to be correct choices. Naturally, we need to have Directors, who reflect the
shareholding pattern. Since private shareholding will not exceed 49 per cent and the
number of Directors, to be appointed under clause (h) and clause (i), cannot exceed
six, the number of Private-shareholder Directors cannot exceed three, which is why
the private shareholders will be providing one or two or three Private Directors
representing non-Government shareholders, and the Govermment will have a right to
appoint the remaining Directors. As far as Private Directors are concerned, a new
clause is being introduced to say that they have to always satisfy the 'fit and
proper' condition. Mr. Bagrodia asked me, "What is 'fit and proper'?" Of course, 'fit
and proper' is not defined. But many words of art, law and business are not
defined. 'Good faith' is not defined, but 'good faith' has a meaning. Every lawyer,
every Judge knows what 'good faith' is.

Similarly, while fit and proper' is not defined in the Act, there are well-
established criteria in the banking industry for who is it and proper'. Every Director
has not only to satisfy the fit and proper condition, throughout his tenure he
shall continue to satisfy the fit and proper condition. If he is not satisfying the fit
and proper condition, then, there is a power to ask him to resign or he will be
removed from office. And, the power is being given to the Reserve Bank of India.
The Reserve Bank should find him to be a fit and proper person based upon his
track record, integrity, and such other criteria as the Reserve Bank may notify from
time to time. As far as Government Directors are concerned, since Government is
the majority shareholder, and | reiterate, the policy of ttte UPA Government is
that in public sector banks we shall always have a shareholding of 51 per cent
only. It is not our intention to dilute below Bi per cent. | know, Mr. Ramdas
Agarwal pointed out that the previous Government had intended to bring it down
to 33 per cent. Now, at that time, | commented, "How can you bring down the
shareholding of Government to 33 per cent and, yet, retain the public sector
character of a bank.' We can retain control of a bank, but, we cannot retain the
public sector character of a bank, if you wish to retain the public sector character of
a bank, which is the policy of the UPA, -- and | have no apologies for that policy, |
support that policy fully, -- then, | think, the Government shareholding cannot go
below 51 per cent. As long as Government shareholding is 51 per cent or more,
then, Government would have the right
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to appoint Directors. And this is not an unguided power because the section says
who these Directors shall be and what interest they should represent. After this
Government took office, we have framed guidelines. There is a rather complex process
of identifying people who fit those guidelines, and the ultimate decision is taken by
the Appointments Committee of the Cabinet, which is the highest Cabinet body. | think,
most Directors that we have appointed have turned out to be diligent Directors who
attend Board meetings. And when, | travel around and | meet some of them they come
and tell me what they have leamt and what they have contributed. It is possible that
one or two Directors are not so diligent, but | shall, certainly, try to address these
Directors and tell them they should be more diligent; they should attend ail the meetings;
they should learn and * they should contribute to the functioning of the bank.

Sir, a question was raised about banks which are close to 51 per cent,
what will they do? But there are only three ways of raising capital. One is to add to
the reserves by transferring your profits to reserves or to infuse fresh capital. Now, of
course, we have got another way, namely, to raise the preference capital. The
Reserve Bank has recently made new guidelines, allowed banks to raise Tier-Il
capital. Norms have been laid down for that. Then, there is Tier-lll capital for which
norms have been laid down. Some part of Tier-ll capital and some part of Tier-lll
capital, we will count for capital adequacy. There are very detailed norms laid down by
the Reserve Bank. Now, the preference capital can be raised. And, this is one way of
augmenting the capital of the bank without diluting the equity of the Government below
51 per cent. Detailed provisions have been made in the amendment Bill. | do not think it
is necessary for me to read the detailed provisions, and someone like Mr.
Ramachandriah will understand that the provisions are quite detailed, and we have
consulted the RBI and the IBA. These provisions have been drafted very carefully. So,
now, ! think, even a bank which is close to 51 per cent like Dena and OBC, which w'l!
have the capacity to raise preference capital and augment the capital, in order to
keep abreast and to meet capital adequacy norms. ...(Interruptions)...

SHRI SANTOSH BAGRODIA: | am sorry to interrupt. If | am
permitted, | would like to say that you can raise 51 per cent capital, but you also
have to ...(Interruptions)... So, at least, you will be able raise 50 per cent.
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SHRI P. CHIDAMBARAM: | have said that; | said that | would have to
infuse capital. ...(Interruptions)...

SHRI SANTOSHBAGRODIA: No, you said, preference..
.(Interruptions)...

SHRI P. CHIDAMBARAM: | said that there are two methods* One is to
add to the reserves and the other is to infuse capital. | said

that...(Interruptions)... Sir, now, we believe that a bank Director's tenure should not
exceed six years, private Directors as well as nominee Directors. One term is of three
years, plus, in cases where we think it is appropriate, extended by another three
years. | entirely agree with the hon. Members, nobody should become a permanent
Director of Bank. | think there should be fresh blood. Fresh talent must enter. | am
sure there are enough people in this country even among all categories of people.
There are enough people, young people, educated people who can contribute to
the Bank. That provision is being made now. Some question about branches were
raised. | have the figures for all banks' branches. In 2003-04, the total number of
branches were 66,970. In 2005-06, that has risen to 68,681. It might appear at first
blush that the number of rural branches has come down. Prima facie, you are right,
but you have to examine that statement more carefully. The number of rural
branches was 32,080 in 2003-04. It appears to have come down to 30,572. Why?
By definition, a rural branch is a branch where the population does not exceed
10,000 people. Now, if the population of that place exceeds 10,000 people, it is,
automatically, upgraded as a semi-urban branch. Therefore, it is a rural branch, the
bank is there, the branch is there, but its category moves from rural to semi-
urban. This is number one. Number two, urbanisation is taking place in this
country. You cannot deny that; you can't stop it. In fact, in many States, 45 per
cent is already urbanised. In about 10 years from today, according to the studies
that | have seen, roughly 45 per cent of India would be urbanised. Therefore, more
banks and more branches would have to be opened in urban areas because that is
where the density of the population is. Sir, it is not as though rural branches are
being closed down. In fact, no rural branch can be closed down unless it establishes
it is unviable, it is loss-making and obtains the prior permission of the RBI; it cannot
be closed down otherwise. Sir, Mr. Tapan Sen asked me, "Why are you dropping
the RBI nominee." We are not dropping the RBI hominee. We intended to drop the
RBI nominee, But after consultation, we agreed. This answers your question also.
We intended to drop the RBI nominee
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because the RBI said, "l am the regulator; | should not have my nominee on
the Board." And | thought that was a persuasive argument. But, then, other
friends were even more persuasive. They said, "No, you cannot drop the RBI
nominee; we will agree, let the nominee not be a serving officer of the RBI. Let
him be an RBI nominee." So, we struck a compromise. The compromise is
that he is an RBI nominee, but not a serving officer of the RBI. The RBI will
recommend a set of names to be appointed as nominee frorn among th*
people of experience in banking, and one of them will be appointed as
nominee. So, | think, we have satisfied both to the extent possible.

SHRI C. RAMACHANDRAIAH: What is the advantage?

SHRI P. CHIDAMBARAM; The advantage is this. | thought | was
persuaded by the RBl's case that its nominee should be dropped. But, there
are other shades of opinion where they say, "All right, we will accept. Let the
RBI officer not be appointed, but let the RBI nominee be also there." As | said,
it is a compromise we are making in order to see that there is a consensus so
that the Bill can be passed. Let us allow this for some time, and let us see
after that.

There was one question about recruitment. | think these are matters
which should be left to the banks. The per capita business of a bank is one
indicator of a bank's productivity and efficiency. If you look at it that way, the
per capita business in public sector banks is lower than in private sector banks
and the foreign banks. Nobody is suggesting retrenchment.

But we must allow the productivity and efficiency of public sector
banks to catch up with private sector banks and foreign banks, if they have to
remain competitive. It is not that the recruitment has been banned or stopped.
There are hundreds of people who are being recruited today, and | will tell you
which categories they are. For example, any number of B.Sc. agricultural
graduates are being recruited today. The banks are recruiting nearly two
hundred, three hundred -- each bank is recruiting -- agricultural graduates.
Banks are recruiting today people specialising in computers, software,
computerisation and systems. Banks are recruiting people in human resource
development. The old notion of a bank employee, namely, an assistant or a
clerk, maybe, there, there is a slow down of recruitment there. But specialised
categories are being recruited, and after this Government came into office, we
have allowed banks full autonomy to
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recruit specialised category and to fix their scales of pay accordingly. The
recruitment is taking place. | can give you any number of examples of
specialised candidates being recruited by banks. Sir, Mr. Bhatia has said that
public sector banks don't work for a moment beyond four o'clock. It is
completely wrong, Mr. Bhatia. Any number of public sector banks have
announced 8.00 a.m. to 8.00 pm. banking. Let us not run down our banks.
Many, many banks have announced 8.00 a.m. to 8.00 p.m. banking. There
are twenty-four hours banking. ...(Interruptions)...

SHRI VIRENDRA BHATIA: You are mistaken. | said that 'those who
have announced that they will work till 4.00 p.m. close at 3.30 p.m.
...{Interruptions)... They are closing their doors, at least, half-an-hour earlier.

SHRI P. CHIDAMBARAM: | am not saying that some branch of
some bank closes half-an-hour earlier. ...(Interruptions)... But there are
other branches which keep open half-an-hour later also. ...(Interruptions)...
How can you say that? ...(Interruptions)...

SHRI VIRENDRA BHATIA: You don't have practical experience in
this regard. | have a practical experience as a customer. You might have
been given a preferential treatment. But | know it from my experience and
other's experience.

SHRI P. CHIDAMBARAM: | am persuading the banks to become
flexible in their working hours. | know banks which have adopted 8.00 a.m. to
8.00 p.m. working hours schedule, namely, Dena Bank, Bank of Baroda, have
got many 8.00 a.m. to 8.00 p.m. branches. | know banks which open early in
the morning and close late in the evening. | know banks which remain open
for twenty-four hours. There are branches of one bank, which remain open for
twenty-four hours. Bank of Baroda has got branches which remain open for
twenty-four hours. ...(Interruptions)...

SHRI VIRENDRA BHATIA: There are certain branches of certain
banks which remain open even on Sundays. ...(Interruptions)...

SHRI P. CHIDAMBARAM: Therefore, the point you should make is,
...(Interruptions)... Just a minute, Mr. Bhatia. You have made your point. The
point, you should mai<e is, -- please don't say all public sector banks don't
work -- if there is any branch which is not adhering to the announced banking
hours, please take action to ensure that they should adhere to it. That |
accept. ...(Interruptions)... That | accept. ...(Interruptions)...
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Sir, | can't really comment on foreign banks not giving credit card, as
Ravi Shankarji has said. | have a credit card of a bank ...I/nterruptions)...
which has just given me one. ...lInterruptions)... | am answering that. He says,
'he is being denied." Now, | can't say, why he was denied, or, under what
circumstances, he was denied. But all | can say is, there are two things. | am
willing to ask the Reserve Bank of India because now there is a new code of
banking practices - that has been put in place - all banks have been asked to
subscribe to the code of banking practices. This code of banking practice,
which is on the Website, contains a large number of guidelines which protect
consumer rights. Every bank is required to adhere to this code of banking
practices. | will certainly ask the Reserve Bank of India. That has been put on
the Website and implemented only about two or two-and-a-half months ago.
...l/nterruptions)...

SHRI C. RAMACHANDRAIAH: It came widely in the newspapers.

SHRI P. CHIDAMBARAM: It came in newspapers. | shall certainly
ask the Reserve Bank of India. Allow-this code to settle down for six months
and then find out how many banks are adhering to this code and how many
are not adhering to this code. That is one way. The other way is, something
which | think all hon. Members should know and the people should know, we
have now got banking Ombudsmen in place, a completely new revamped
Ombudsman scheme, with powers to decide the matter and enforce a
decision, has come into being from the 1% of January, 2006. | would urge, you
send me complaints. If you send a complaint to me, | will ensure it goes to the
Ombudsman today. You can send a complaint to the Ombudsman directly.
So, please take these cases to the Ombudsman. If you send it to me, | will
send it to the Ombudsman. Let the Ombudsman rap on the knuckles of a few
foreign banks and everybody would then behave. There are two ways of
ensuring this to happen, and | will see that these aberrations don't take place.

SHRI AMAR SINGH: Mr. Finance Minister, you may surely find out
for yourself that | am not a defaulter! The RBI works under your Ministry, and
I' pay very hefty income tax. This is not my experience alone; it is the
experience of many hon. Members, cutting across party lines - there is an
undeclared theory of foreign banks, in particular -- not the ICICI Bank, | have
got wonderful experience with that bank - that if you are an MP or an
advocate...{Interruptions),. You are both. You are a specially privileged person
and that is why you have got one. But all of us have been denied one.
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SHRI P. CHIDAMBARAM: All right, | shall look into that. | have said |
shall look into that. You have given me the name of the bank, | would reply.

SHRI RAVI SHANKAR PRASAD: It is your onerous duty, as a senior
Member, as a Member of Parliament, to protect the dignity of the...
interruptions)...

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): | think the hon.
Minister has said that he is going to look into it. | don't think you can have
anything more than that.

SHRI P. CHIDAMBARAM: | know the name of the bank you have
mentioned about. Therefore, | shall find out.

SHRI AMAR SINGH: Sir, | am also a registered lawyer and a
member of the Bar...{Interruptions)... | am not as successful as you are, but
please, protect the dignity; you are both a lawyer and a politician.

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): He has assured to
do that.

SHRI P. CHIDAMBARAM: | said, | shall look into this to see..
(interruptions)...

SHRI V. NARAYANASAMY (Pondicherry) : Mr. Minister, | wish to
seek only one clarification. If a politician or a lawyer, after availing the facility
of loan, does not repay regularly, how could the bank give it.. .{Interruptions)...

SHRI S.S. AHLUWALIA: That is not right. If a politician takes loan,
he would certainly pay it back because he understands what would happen
otherwise.. .{Interruptions)...

SHRI P. CHIDAMBARAM: Now, a question was asked as to why are
we taking this exceptional power to supersede the bank board. | think this
power is necessary; it is not that | am afraid that it will have to be invoked.

"Today, as the Acts were drafted, there is no power to even remove a
Chairman or Managing Director. You can only quietly and gently
nudge him to vacate. There is no such power; he may be appointed
for a term, you may take disciplinary action, but there is no power as
such. Bank cannot be treated like any other
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employment. Although Government makes the appointment, you
cannot treat it like that, because in any other case you can take
disciplinary action, issue show cause notice and hold an inquiry. For
banks, you can't do that. If the Reserve Bank comes to the
conclusion that there has been grave delinquency, we have to take
action that night, there is nothing else you can do. Sir, there will be a
run on the bank the next morning, if | issue a show cause notice to
the Chairman of one of the banks. Therefore, this power has been
taken. Please, look at the nature of the power; it is a very limited
power. It reads, 'Where the Central Government, on the
recommendation of the Reserve Bank' - not suo motu -- 'is satisfied
that in the public interest, or for preventing the affairs of any
corresponding new bank' -- that is, nationalised bank-- 'being
conducted in a manner detrimental to the interest of the depositors or
the corresponding new bank or for securing the proper management
of any corresponding new bank, it is necessary so to do, the Central
Government may, for reasons to be recorded in writing, by order,
supersede the Board of Directors of such corresponding new bank
for a period not exceeding six months as may be specified in the
order.'

Therefore, this is an exceptional power; | think it is necessary to have
this power. We can't anticipate what would happen; if the entire board or a
section of the board, in the absence of a few board members, meet and take
an extraordinary decision, it would have a deleterious impact on the system; |
might have to take action that very night! Therefore, this power is necessary;
this power is given to the Reserve Bank of India to recommend. | cannot take
suo motu action. When the Reserve Bank recommends and | am satisfied,
and then we pass an order in writing, it will, of course, become a public order
and you would raise it in Parliament. | think this power is necessary, but | am
confident that it would not be necessary to invoke it under the current
circumstances or even in the future.

Sir, there was some reference to settlements in BIFR. That is a
provision of the SICA, the Sick Industries Companies Act, where consent is
required before one should make a sacrifice. But, ! think if you go through the
CDR mechanism, many cases are settled through this mechanism. If it
becomes sick and goes to the BIFR, then, of course, consent has to be taken
from every bank.
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Finally, Sir, | just wish to say a word about what Dr. Jalan said about
the relationship between Government and RBI. | think Dr. Jalan described the
relationship very adequately; that is how it has been over the last twenty years
or so, to my knowledge. We have never had any confrontation between the
Government and the RBI.

In India, we have to balance growth and price stability. The price
stability is the first charge of the Reserve Bank of India and growth is the first
responsibility of the Government. Therefore, these two goals have to be
balanced. Recently, for example, and | just want to conclude with this
comment, there was a spate of articles or editorials saying that Government
interfered with interest rates. | thought, there can be nothing more ridiculous
than such charges. In fact, after talking to the Chairmen, Government sent that
letter pointing out a number of aspects and said that this must be placed
before the Board of Directors, not that we will tell you what the interest rate
should be. There was an article by the professor of IIM Ahmedabad, and RBI
Governor Mr. Reddy called me that morning and said, "It is a very balanced
article. Have you read it?" That article fully supported Government's letter to
the banks. What did that letter say? That letter said, "Place matters before
your Board of Directors."” Why do | say that? | think, corporate governance
requires that Board of Directors must play an active role. What function is
more important, when other functions are equally important, in a bank than set
the interest rate? If that function is not to be done, not to be discharged by the
Board of Directors, then what is the Board of Directors for? We only asked the
Board to decide The Government nominee on the Board merely placed the
facts and aspects which have to be considered, and the Board decided in
every case; we did not interfere in any case. In the papers, they wrote about
Government and Governor are in confrontation. It is the Governor who called,
me that morning and commended the article, which fully supported the letter
which we wrote to the banks. So, | think, this relationship between the
Government and RBI will continue in future also, and between the two, they
will ensure the banking system will become strong, and on which supports
economic growth. ...(Interruptions)...

2} fIeT AR [UTOH: TR,3ATT I8 8 I8 © (P dls 36 SRRGTH AUAT X
3T $TRIC TF B © | I1- 911,31 GTS 3MTH SRNIEH T PR © ...(HALTH)...

Syt (sl famer Zrdeh): oy fah dweT gy | T A1 Ul axhed
RECACRIES
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SHRI P. CHIDAMBARAM: | think the hon. Member is completely
misconceived. Nobody seeks the approval of the North Block for deciding what
the dividend shall be or what the interest rate shall be. All this is done by the
Board of the Bank. That has been so for many years; it will 1
continue so in the future also. Nobody asks the officials or the Finance Ministry
for taking these decisions. ...(Interruptions)...

SHRI RAMDAS AGARWAL: Sir, just now hon. Finance Minister has
said that whatever decided in the Boards -- interest rate or anything -- is not
supposed to go to North Block. Can North Block issue instructions to increase
the rate of interest without consulting the banks?

SHRI P. CHIDAMBARAM: We do not and we have not issued such
an instruction. ...interruptions)...

SHRI RAMDAS AGARWAL: A circular issued by your Minister.
...I/nterruptions)... | thought, | took five minutes. All that we said was place the
matter before the Board of Directors...ilnterruptions)...

SHRI C. RAMACHANDRAIAH: Sir, | want to bring to the notice a
practical problem. Suppose, a unit becomes sick and it has to pay Rs.60 cores
to all financial institutions - assume 20 financial institutions, which financed its
project. Out of Rs.60 crore, Rs.57 crore have been redeemed and only two
institutions have not been paid. ...I/nterruptions)... These two institutions, to
whom Rs.3 crore are being owed, are stipulating a different condition which
the management of the sick unit cannot accept because the same condition
has to be made applicable to other institutions also. It has been pending since
so many months.

SHRI P. CHIDAMBARAM: Sir, that is what | have tried to explain. If
you go through the CDR mechanism, not through the BIFR route, if you are
not a sick company, if you go through the CDR mechanism, the lead bank in
that group of CDR banks will decide and everybody will accept it. But, if you
have become sick in the sense that your net worth has" been
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wiped out and you are a sick company, declared as a sick company by the
BIFR, and your case is before the BIFR, that Act requires that every person
who is required to make a financial sacrifice, must give his consent. If
anything has to be addressed, it must be addressed by amending that Act. If
you go through the CDR (Corporate Debt Restructuring) mechanism if you
are not a sick company, then you can get a consensus because the lead bank
takes the responsibility for persuading all other banks. But, if you become
sick. ...I/nterruptions)...

SHRI C. RAMACHANDRAIAH: Sir, it became sick some nine years
back.

SHRI P. CHIDAMBARAM: | cannot help it if your company has
become sick.

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Okay, | think, that
has been cleared now. Now, the question is that ...//nterruptions)... | think you
have had it.

SHRI P. CHIDAMBARAM: Ramachandraiahji, please, see the
section in the SICA. The section in SICA says, "No creditor can be asked to
make a financial sacrifice without his consent." If the BIFR has given an
award, it must have secured the consent of everyone to give an award. |
would show you the section.

SHRI C. RAMACHANDRAIAH: Even to get it executed, they have to
approach the ..[nterruptions)... this is very important. Twenty-eight
employees have committed suicide. It has become sick nine years back.

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Now, the question

"That the Bill further to amend the Banking Companies (Acquisition
and Transfer of Undertakings) Act, 1970, the Banking Companies
(Acquisition and Transfer of Undertakings) Act, 1980, the State Bank
of India Act, 1955, the State Bank of India (Subsidiary Banks) Act,
1959, the Deposit Insurance and Credit Guarantee Corporation Act,
1961, the Export-Import Bank of India Act, 1981, and the National
Housing Bank Act, 1987, as passed by Lok Sabha, be taken into
consideration."

The motion was adopted.
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THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Now, we shall take
up clause-by-clause consideration of the Bill.

Clauses 2-19 were added to the Bill.
Clause 1, the Enacting Formula and the Title were added to the Bill.
SHRI P. CHIDAMBARAM: Sir, | beg to move:
That the Bill be passed.
The question was put and the motion was adopted.

SHRI °ANTOSH BAGRODIA: Sir, | have a Half-an-Hour discussion,
but | know there is a Bill. So, | will request you to take up the Bill first, and
then, we will take up the discussion.

THE SALARY, ALLOWANCES AND PENSION OF MEMBERS OF
PARLIAMENT (AMENDMENT) BILL, 2006

THE MINISTER OF PARLIAMENTARY AFFAIRS AND THE
MINISTER OF INFORMATION AND BROADCASTING (SHRI PRIYARANJAN
DASMUNSI): Sir, | beg to move:

"That the Bill further to amend the Salary, Allowances and Pension
of Members of Parliament Act, 1954, as passed by Lok Sabha, be taken into
consideration."

Sir, this Bill is due to the compulsion of five-year term extension of
the Salary, Allowances and Pension of Members of Parliament Bill, which we
passed earlier in 2001. Sir, as you know, the Salary, Allowances and Pension
of Members of Parliament Bill is governed by article 106 of the Constitution.
And, article 106 left this power to pe Parliament. The Parliament, accordingly,
composed Joint Committee of Members of both the House to examine the
whole aspect and to recommend to the House and the Cabinet as to what
should be the allowances and salaries of the MPs, from time to time. Sir, in the
recent times, there was lot of debate in the media and many other areas as to
whether MPs are taking more advantage and rest of the nation does not like it.
That kind of a perception has been built. When MPs' issue regarding salaries,
allowances, etc., comes, it appears to become the most juicy and choosy item
for the media, especially the electronic media. But, the reality is altogether
different. | first thank the Joint Committee, which worked so hard calculating all
the details of world Parliaments, and | can say, Sir, indian MPs represent the
highest number of

304



