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UNSTARRED QUESTION NO. 3947
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Merger of Banks
3947.SHRIRAM CHARITRANISHAD:

Willthe Ministerof FINANCEDbe pleased to state:

(@ whetherthe Governmenthas sought inputs from the Reserve Bank of India (RBI) on certair
regulatoryaspects of the proposed amalgamationof State run Bank of Baroda, VijayaBank and Dena
Bank andif so, the detailsthereof;and

(b) whetherDenaBankis underthe RBI’s promptcorrectiveactionframeworkand is also barredfrom
lendinguntilit fixes its finances and if so, the detailsthereof?

ANSWER

Minister of State in the Ministryof Finance
(SHRI SHIVPRATAPSHUKLA)

(2) and (b): No inputs have been sought from RBI on regulatoryaspects of amalgamationof Bank of
Baroda, VijayaBank andDena Bank.

The BankingCompanies(Acquisitionand Transferof Undertakings)Acts of 1970 and 1980 providethat
the CentralGovernment,in consultationwiththe Reserve Bank of India (RBI), may makea scheme, 7nzer
alia, for the amalgamationof any nationalisedbank withany othernationalisedbank or any other banking
institution.Various committees,includingNarasimhanCommittee(1998) constitutedby RBI, Leeladhas
Committee(2008) chaired by RBI Deputy Governor,and NayakCommittee(2014) constitutedby RBI,
have recommended consolidationof Public Sector Banks (PSBs) given underlyingbenefits/synergid@d@
Taking note of this and potential benefits of consolidation, Government, with a view to facilitatc
consolidationamong public sector banks to create strong and competitive banks, that may serve as
catalysts for growth with improved risk profile of the bank, approved an approval framework for
proposalsto amalgamatePSBs throughan AlternativeMechanism(AM).

After consultingRBI, AM, in its meetingheld on 17.9.2018,approvedthat Bank of Baroda (BoB), Vijay:
Bank and Dena Bank may consider amalgamationof the three banks. As per informationreceived from
banks in this regard, after considerationof the amalgamation,the Boards of BoB and VijayaBank gave
their in-principle approval and the Board of Dena Bank recommended for amalgamation. After
consideringbanks’and RBI’s inputs,AM, in its meetingheld on 20.12.2018,gave in-principleapprovalfor
the amalgamationof BoB, VijayaBank and Dena Bank. After obtainingRBI inputs, Governmenthas
notifiedthe scheme of amalgamationfor amalgamatingBank of Baroda, VijayaBank andDena Bank.

ReserveBank of India (RBI) has issued a PromptCorrectiveAction(PCA)frameworkfor sound financia
health of banks and with a view to facilitate banks in taking corrective measures in a timely manner
encouraging banks to eschew certain riskier activities, improve operational efficiency and focus on
conserving capital to strengthenthem. It envisages prescriptionof certain mandatoryand discretionar
actions,as part of which,subsequentto placementof Dena Bank underthe PCA frameworkin May 2017,
lendingrestrictionson assuming fresh exposure were imposed by RBI in May 2018. It may be noted that
Dena Bank has a numberof strengthsthat may benefit the amalgamatedbank. These include, inter alia, a
high CurrentAccountand Savings Account (CASA)ratio of 41.03% and improvedProvision Coveragt
Ratio of 65.27% as of 30.9.2018. Further, operating profit and net interest income have increased in
September2018 over September2017.



