
THE STATE BANI< OF INDIA (AMENDMENT) 
ACT, I959 

No. 26 OF 1959 
128th August, 19591 

An Act further to amend the State Bmk:of India Act, 1955. 
I BE it enacted by Parliament in the Ten& Year of the Republic of 

I 

India as follows:- 

1 
J%*tktitls. l.'This Act may be called the State Bank of India (Amendment) 

Act, 1959. 
4r 

Amendment 2. In section 22 of the State Bank of India Act, 1955 (hereinafter 23 of 1955. 
of section a2.r referred ta  as the principal Act),- 

(a))- ip clause ( d l  ofi sub-seetion (47, $or the words "or 
managing director", the words "managing director, or legal or 

1 
technical adviser" shall be substituted; 

(b) after sub-section (3), the following sub-section shall be 
inserted, namely : - 

'(4) .In this section,- 

(a) "banking companyn h,as the same meaning as 10 of 1949. 

in the Banking Companies Act, 1949; 

(b) "manager" means the chief executive officer, 
by what\ever name called, of a banking company; , 

(c) "private company" has the same meaning as in 1 of 1956. 

the Companies Act, 1956.'. 

Amendment ! 3 . , . I n ~ ~ e ~ t i o n  23 of the principal Act, the proviso shall be omitted. 
of section 
23. 

Amendment 4,r:In seetion 33 of ,the principal Act,- 
of section 33. 

(a) in sub-clause (d) of clause (i), for the w-ords "under 
any law fox the time being in force in India", the words "by or 
under any law for the time being in force in  India other than 
companies with limited liability" shall be substituted; 



(b) for clause (xii), the tfollowing clauses sball7)be substi- - 1 '  
tuted, namely: - 

" (xii) the transactieg of. pecuniary ,agency business on 
commission; 

(ziia) the entering in to  cantracts sf indemnity, surety- 
ship or guarantee with specific security or otherwise;"; 

(c) after clause (xx) ,, the following clause, shall ,be-insert- + 

ed namely : - 

" (xxa) . ndtyithstanding anything .-.to the-  -clontrary con- 
tained in, any oth.er law for .the .time .-being in. f,orce,-dhe 
establishnlent .and mai.ntenan.ce of ; supeaan~nu~atlon*fpensim, 
pro~ident or.. other funds. for, tk e. .benefit - of, -the.:-ernp:l:l.ngees 

. of the State Bank. or dependents. .of.. ,such ,.employeesi !,or.:for I 

tXe .purposes s f  the: State .Bank, and rthe granting of,:mpemn- 
' nuation allowances, -annuities and pension: .,payable n-out: of 

any such fund;". 

5. In section 34 of the principal Act, for sub-sections (3) and ( 4 ) ,  t~z,"g;t 
the following sub-section, shall. be substituted, -namely :- 34 

"(3) The State Bank shall not discount or pui~c-hase ; or 
advance or lend or open cash credits on the security,.of,- 

(a) any negotiable instrument of ;. any indixidual or 
firm payable at the place where i t .  is. p~esented. which.does 
not carry on it the several respon~ibilities.~ of _at ... least ,.rtwo . 
persons or firins unconnected with ?each other in !general 
partnership; 

. . 

@),any negotiable instrument or security (not being 
an instrument ,or security in. which a. .trustee .,.may invest 

' 

trust money under. section 20 of. theIndian Trusts..Act; .1882, 
o r .  the corresponding provision of the, law for,,the :.time 
being in force. in any country mhere the.. State Ban thas  8 

branch) which does not mature. within- 

(li) fifteenamonths from' the date of.-such~':disc30unt, 
purchase, loan,, advance or opening of cash1 crdtlits, if 
the - instrument or securilty is. drawn -or- issued. forl,the 
purpose.jel #of financirngx seasonal agric.ultu$al operabifons; 
and 

. . . .(.i5,)- six. months. .from.:..,the_ date..,af aresaid if-ithe in- 
,. , . .. strument. . .o~_:s~cuT~~~Y-  Ji~.l.~drawn,..or..,iqwed.,for,qn~~.,-!other 

pwpoae.". ~ , .. . . . ,. 
' " 
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Amendment &In section 35 of the principal Act, for sub-sections (2) ,  (3) 
o ' ' ' ~ " ~  35' and ( 4 ) ,  the following sub-sectiois shall be substituted, namely : - 

'(2) The terms and conditions relating to such acquisition, 
if agreed upon by the Central Board of the State Bank and the 
directorate p r  management of the banking institution concerned 
and approved by the Reserve Bank, shall be submitted to the 
Central Government for its sanction and that Government may 
-by order in writing (hereafter in this section referred to as the 
order of sanction) accord .its sanction thereto. 
" (3) Notwithstanding anything contained in this Act or any 
other law for the time being in force or any instrument regulat- 
ing the constitution of the banking institution concerned, the 
terms and conditions as sanctioned by the Central Government 
shall come into effect on the date specified by the Central GovL ' 
upon the State Bank and the banking institution concerned as 

I 
ernment in this behalf in the order of sanction and be binding 

well as upon the sharehlders (or, as the case may be, pro- 
prietors) and creditors of that banking institution. 

(4) If for any reason the terms and condition3 cannot come 
into effect on the date specified in the order of sanction, the 
Central Go4vernment may fix anotEer suitable date for that 
purpose. 

(5) On the date on which the terms and conditions as afore- 
said come into effect the business and the assets and liabilities of 
the banking institution concerned as covered by the acquisition 
shall, by virtue, and in accordance with the provisions, of the 
order of sanction stand transferred to, and become respeciively 
the business and the assets and liabilities of, the State Bank. 

(6) The consideration for the acquisition of the business 
and the assets and liabilities of any banking institution under 
this section may, if so agreed upon, be paid either in cash or by 
allotment of shares in the capital of the State Bank or partly 
in cash and partly by allotment of shares, and tEe State Bank 
may, for the purpose of any such allotment, increase, subject 
to the other provisions contained in this Act relating to the 
increase of capital, the capital of the State Bank by the issue 
of such dumber of shares as may ble determined by the State 
Bink. 

(7) Any business acquired under tl-is section shall there- 
after- be' carried on by the s ta te  Bank in accordance with the 

provbions of t h h  Act, subject to  such emanpti&s or modifiaa- 
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tions as the Central Government may, by notification in the 
Official Gazette, make in this behalf in consultation with the 
R,eserve Bank: 

Provided that no such exemption or modification shall be 
made so as to kave effect for a period of more than se,ven years 
from the date of acquisition. 

(8)) Notwithstanding anything contained in the Industrial 
24 of 1947. Disputes Act, 1947, or in any other law or in any agreement for 

the time being in force, on the acquisition of the business and 
the assets and liabilities of any banking i,nstitution under this 
section, no officer or other empl~yee of that banking institution 
shall be entitled to any compensation to which he may be en- 
titled under that Act or that other law or th(at agreement and 
no claim in respect of such compensatim shall be entertained 
by any court, tribunal os other authority, if on his having 
accepted in writing an offer of employment by the State Bank 
on the terms and conditions proposed by it he has been employ- 
ed in accordance with such, terms and conditions. 

(9) The Central Government may, if it considers n~ecessary 
or expedient in the case of any banking institution in relation 
to which an order of sanction has been made under this section, 
ap~oint .  whether before or after the coming into effect of the 
terms and conditions relating to the acquisition of the business 
and the assets and liabilities of th~at banking institution, a suit- 
able persgn to take over the management of that banking insti- 
tution for the purposes of winding up its affairs and distribut- 
ing its assets, and the expenditure incurred in connection with 
such management (including the remuneration for the person 
so a~pointed and his staff, if any) sha.11 be paid out of the assets 
of t t e  bank;ng institution or by the State Bank as the Central 
Government may direct. 

(10) Simultaneously with the appointment of a suitable 
person to take over the management of any banking institution 
under sub-section (9) or immed;ately thereafter, the Central 
Government shall issue directions to be followed by that person 

' /  in the manawment of that banking institution 69 the purposes .lh fy*, 
aforesaid and thereupon- 

I / 
t 
i 

I 
(a) the provisions of tFe Companies Act, 1956, or the f 

I of 1956. 
10 of 1949. Banking Companies Act. 1949, or any other law for the 

time being in force or any instrument having effect by 
351 M of Law.--23. ?.a 
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I virtue of any such Act or law, in so far as they are incon- 
sistent with such directions, shall cease to apply to or in 
relation to that banking institution; 

(b) all persons in charge of the management, including 
any person holding office as manager or director of the 
banking institution immediately before tke issue of such 
directions, shall be deemed to have vacated their offices as 
such; and 

\ 

. ~ .. ' .  (c) the person appointed .to take over the management 
of the banking institution shall in accordance with those 

r , ... directions take all such steps as may be necessa~"' to faci- 
!: . litate the winding up of its affairs and distributim of its 

'assets. 
-, 4 

. .. (11) The Central Government, when. satiSfied that nothing 
further remains to be done in order to wind up the affairs of 
.i .' 

i any such banking institution, may by another order in writing 
\ 

.. direct that as from such date as may be specified therein the 
. . .  

\ banking institution shall stand dissolved and thereupon any 
, .: such directilon s'hal.1; have effect notwithstandingi anyth~ing to 
I 

the contrary contained in any other law. 

(12) No action under this section shall be questioned on the 
ground merely of any defect in the constitution of any banking 
institution in relation to which such action has been taken or in 
the constitution of its Board of Directors or in the appointment 
of any person entrusted witE the management of its affairs. 

(13) In this section "banking institution" includes any in- 
dividual or any association of individuals (whether incorporat- 
ed or not, or whether a department of Government or a separate 
~nstitution), carrying on the business of banking.'. 

AmenGment 7. In section 36 of the principal Act, after sub-section (3), the 
of section 36. following sub-section shall be inserted, namely : - 

"(4) No amount applied for any of the purposes specified in 
sub-section (2) shall, for' the purposes of the Indian Income-tax 
Act, 1922, be treated as income, profits or gains of the State I1 Ig2*- 

Bank.". 

Amendnent 8. In section 41 of the principal Act.- 
of section 41. 

(a) in sub-section (I), for the words, brackets and figures 
"sub-section (I) of section 144 of the Indian Companies ~ c t ,  
1913", the words and figures "section 226 of the Companies 7 Ig13. 

Act, 1956" shajl be substituted; I of 1956. 

, 
4%. 
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(b) in sub-section (5), [or the word "first", the word 
'annual" shall be substituted; 

( c )  in clause (d) of sub-section (7), for the wards "profit 
and loss" occurring for the second time, the words "profit or 
loss" shall be substituted. 

9. In section 42 of the principal Act, in sub-section ( I ) ,  for the Amelldmellt 
i 

of t~ectioa 
word "hereinafter", the words "in this Act" shall be substituted. 4,. ! 

PO. In section 50 of the principal Act, in sub:section ( 0 )  of subj Amentlment. 
""b ," .' * 

section (2), the following clause shall be substituted, namely : - of section 
50- 

I 

" (0) the establishment and maintenance of superannuation 
pension, provident or other funds for the benefit of the em- ( 

I 
ployees of the State Bank or of the dependents oQ such em- 
ployees or for the purposes of the State Bank, and the grant- 
ing of superannuation allowa~lces~ annuities and pensions 
payable out of any such fund;". a 

I 

---. 


