
.... -.: -'

Guidelines on the Roie qnd Functions of Non-officiol Directors on

the Boords of Noiionolised Banks.

L). lntroduct ron

Under the provisions of the Bonking Componies (Acguisition

qnd Tronsfer of Undertokings) Act, 1970 ond. 1980, the Cenleol

Government, ofter consultotion with the Reserve Bonk, hos mode o

scheme colled the Notionolised Bonks(Monogement ond

Miscelloneous Provisions) Scheme, 1970 & 1980. The generol

superintendence, direclion and monogement of the offoirs ond

business of the notionotised bcnk is vesicd ii a Board of Directors

which is entitled to exercise oll such powers ond do oll such octs

qhd things os fhe bonk is outhorised to exercise ond to.

Provisions regording regulolion of oll the bonk including the

notionolised bonks ore coflfoined in the Bonking Regulotion Act,

1949. Some of the more importcnt obligotions iost on the bonks

os per the provisions in the Bonking Regulotion Act ore briefly os

follows:-

.o)

b)

c)

d)

e)

Prohibition of employment of mondging ogents and

restrictions on certoin forms of employrnent.

Creation of resele fund ond transfer of omounts out
of profit fo such reserve fund.

Restriction on the noture of subsidiory componies.

Restrictions on loohs ond odvonces

Restrictions on power fo remit debts.
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f) Restriction on opening of r,ew qnd tronsfer of existinr
ploces of business.

Mointenonce of percentage of osseis, in cosh, gold
unencumbered securitieS.

Submission of o return of uncloimed deposits
Reserve Bonk of Indio.

i) Preporotion of Accounts ond Bolonce-sheets by bonks
ond submission thereof to Reserve Bonk.

II). Powers of the Reserve Bonk of Tndio to exercise supervisiqn

'fhe powee vesting ih the Reserve Bonk of Indio to exetcise

supervision olzr: bonk including notionolised bonks ond to issue

directiohs which the bonks ore bound to follow ore :-

o) Power to control odvonces by banks.

b) Power to gront licemes for opening new offices ond
tronsferring of existing ones.

c) Power to coll returns ond informotion from the bonks
ond power to moke public ony sgch informotion
obtoined.

d) Causing on inspection by gfficers. of Reserve Bonk of
ony bonk ond its books ond occounts.

e) Power +o issue directions io q bqnk, in specified
circdmstonces.

f) Power to coution or prohlbit o bonk or oll the bonks, to
erlte,. into porticulor tronsoction or closs of
tronsoctions.

g) Power to odvise o bonk generally.

h) To give ossisfonce by meons of the gront of o loon or
odvonce to o bonk.
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III.) Role ond responsibility of individuol Directors

t) A nolionolised bonk is a seporoie corporole body

creoted by the Bonk Notionolisotion lcts. Being a

seporote corporoie body, o notionolised bonk though

owned by the 6overnment, is jurisdicolly different from

tha Centrol Government. It is not on octuol person but

an ortificiol entity ond octs ihrough its 'Boord of

Directors'.

As nore thon 51% of the shore copitol of o notionolised

bonk is owned by the Government of Indio, the shone-

holders, in o sense ore comprised of ihe entire no1ion.

Centrol Government, on beholf of the shoreholders,

oppoints the directors on the boords of notionolised

bonks. Though some of the Directors.are oppointed io

represent certoin specified interests, they ore

expected nof only to toke interest in the bqnks'

octivities concerning thein own fields of octivity but

olso to deliberote on oll maters of generol policy

offecting the bonk's functioning including those

concerning their stoff. In other words, every director

is expecteci to function in o monner most conducive to

the interests of the bonk on which he serves ond to +he

welfore of fhe notion os o whole.

ii)
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iii)

iv)

A Director, oiher thon ihe Monoging director or o

whole-time Director, is noi an employee of the bonk.

Every Direcior of o notior,olised bonk sholl be deemed .

to be o public servont for the purpose of Chopter-IX of

the Indion Penol Code.

A Director other thon the A4onoging Director, os on

individual, has no power to oct on beholf of the bonk nor

can he give ony direction to ony employee of the bonk

on beholf of the monogement. Unless ony power hos

been specificolly delegated to o Director by the Boord

by woy of a resolution, he exercises power only os o

member of o collecfive body, sitting olongwith other on

the Boord of Directors. ,4n individuol Director or o

Cohmittee of the Boord moy be outhorised by.the

Boord to finolly decide o motter or moke a

A Director while dischorging duties of his office must

oct honestly ond with due diligence, Heis expecte.d to

oct with thot omount of core ond prudence which on

ordinory person is expected to loke in his own business.

Under ssction 20 of tbe Bonking Regulotion Act, no

notionolised b<rnk sholl enter into ony cottlrnithent for

gronting ony loon or odvonce to or on beholf of -

v)

vi)
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(i) Any of its directors.

(ii) Any firm in which ony of its directors is

. interested os portner, mlnagzr, employee oe

guorontor, or

(iii) Any company (not being o subsidiory of the

' nolionolised bonk or o compony registered

under section 25 of the Componies Act,1956

or o 6overnment Compony) of which ony of

the directors of the notionolised bonk is o

director, monoging ogent, monoger, employee

guorontor or in which he holds substontiol

interest, or

(iv) Any individuol in resPect of whom ony of its

directors i5 o Portner or guorontor.

viii) Agoin, under section ?OA ol tlre Bonkrng Regulotion

. Act. notwithstonding onything to the controry

contoined in section 29 of the Companies Act,7956, o

mtiomlised bonk sholl not, except with .l-he prior

opprovol of the Reserve Bonk, remif in whole or in port

ony debt due io it bY -

(o) Any of i1s directors, or



ix)

(b) Any firm or comPony in which ony of its directors

is interested os director, portner, monoging ogent

,or.guarontor or

(c) .Any individual if ony of

or guorontor.

ifs direcfors in his portner

Any remission mode in controvention of the provisions

of sub-section (1) sholl be void ond of no effect.

A director who is direcfly or indirectly concerned or

interested in ony contrqci, loon, orrongement or

proposol entered into or proposed lo be entered by ot

on beholf of the notionalised bonk sholl, os soon os

possible ofter the retevont circumstonces, hove cotne to

his knowledge, disclose the nature of his interesf to

the Boord when ony such controct, loon, orrongement or

proposol is discussed unless his Presence is required by

the other Directors for the purpose of eliciting

informotion ond no Director so required to be present

sholl vote on ony such controci, loan, orrongement or

proposol.

Section 13(1) of the'Bonk Notionotisotion" Acts enioins

on every notionolised bank to observe, excePt as

otherwise required by low, the Ploctices ond usoges

customo;'y omong bcnkers, ond, in porticulor, not to
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xi)

xii)

divulqe ony infor.motion relotir,q to or to the offoirs of

its constituents except in circumstonces in which it is.

in occordance with low . or Droctices ond usoqes

bank to di such infornotion.

According to section 13(2) of the 'Bonkd

Notionolisotion" Acts, every director ot o nationolised

bonk sholl, before, enteeing upon his duiies, moke o

decloration of fidelity and seceecy in the form

prescribeci f or.the purpose.

Choirmon ond Monoging directoc is the Chief Executive

Officer of the bonk and sholl exercise such powers ond

dischorge such duties os moy be delegated to him by

the Boord. He is chorged wi-fh the responsibility for

the efficient monogement of the bonk on beholf of the

Boord, It is through him thot the progromme, policies

ond decisions opproved by fhe Boord :re mode

efteclive ond ogoin it is through him the Boord gets

the responses ond reoctions of those ot vorious levels

of the orgonizoiions to its deliberotions. It is he who

interprets the policy decided upon by fhe Boord to the
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employees of the bonk ond issues instructions in



pursuonce of the Boord's policies ond snsures thqt

these lnstructions ore corried ouf.

xiii) In the dischorge of their duiies, the non-officiol

Directors are expected'to observe the following

guidelines:-

(o) Directors are expected. to disclose to the Boord

the mture of inlerest, if orry in ony proposol. They

sholl not be present ot the meeting of the Boord

. when such c p!.oposol is discussed.

(b) Directors sholl not sponsor ony individuol proposol

nor would they pressurise the concerned Bionch

Momgers to sonction loons or other focilities to

the constituents.

(c) In the motter of personnel monogement, Directors

ote requested nof to sponsor individuol coses of

employees qe gfficers regording their tronsfers,

promotions, postings ond other reloted motters.

(d) Directors should desist from sending ony

instructions to the individuol officers of the bonks

or give cfirecticns to such officers on dny motter.

Such coses, if ony, should be routed fhrough the

Choirmon & Monoging Director or the bonk.



(e) Directors ore not required to wotch the routine of

evety day's business of the bonk. It is the Chief

Execuliye olongwith officers who hos fo monoge

the affoirs of the bonk. The Boord hos fo oversee

implementotion of policies ond performonce of the

bonk ot the corporote level.

(f) Directors ore expected to work collectively os o

teom in the Boord meetings ond not involve

themselves in thti conduct of the doy-to-doy

offoirs of the bank. ff ony informotion is

required, it should be sought only for the purpose

of toking o decision on reviewing -the situoiion ot

the Boor.d level.

fV) Policies of fhe 6overnment

In the dischorge of its functions, fhe bonk sholl be guided by

such directions in the motten of policy involving public inferest os

Centrol Government mqy, in consultotion w;th the Governor of the

Reserve Bonk ond Choirmon & ft\onoging Director of the bonk, give

to it.

All directions given by fhe Centrol Government -<holl be given

through the Reserve Bonk ond if ony question whether o direction

#t
f*
*



relotes to o matter of policy involving public interest, the decisio

of the Central Government thereon sholl be finol.

V). Focilities ond perks which non-officiol directors of the Bonl

moy ovoil of

Non-officiol directors ore entitled to the following focilitier

ond p€rks:;

I. Sittino Fees

Boord ltrleetings

Committee meetihgs

&' Rs.10J0l- pet meeting

Ss. SOOz- per meeting
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In oddition to fees to which o director is entitled to be

paid, every such director trovelling in connection wilh the
work of the bonk sholl be reimbursed his trovelling & Holting

expenses if ony, on such bosis.os rnoy be fixed by Central

Government from time to time.

W). Generol

The importont policies loid down 6overnment/RBf

ond/or instructions issued by them will'normolly be ploced

belore the Boord. The directons ore expecled fo oddress
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themselves to policy formulotions ond performonce opproisol

leovirg other operofionol ospecfs to be hondled by the

Choirmon ond senior executives of bonks under power-s

delegated- to them by the Boord. Sone of the important

oreos on which the directors moy bestow porticulor ottention

ore complionce with monetory . ond. credit Policy of

RBV6overnnent, observonce of cosh reserve ond stotutory

liquidity mtio, efficient tnonogetnent of personnel, funds ond

bronch control, profitobility. overoll sectorol deployment of

funds,.loors to sick unifs, performonce budgeting cnd house

keeping. portiiulorly in regord to reconciliotion of inter-

bmnch occounts ond custoner service including vigilonce ond

ovoidance of fruuds. Emphosis should be on policy

formulotion, monogemenf informotion ond monitoring-

yfi).A stotement indicoting DO's ond DON'Ts is olso

onnexed herewith.
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5TATEMENT

DO's

,4tterd.Ihe Boord meefings regulorly ond effectively.(i)

(ii) Study the Boord popers thoroughly

offices of the Chief executive

informqtion ot the Boord tneeting.

ond

for

wos the good

eliciting ony

(iii) Ask the Choirmon & Monoging Director to furnish you with

the Board popers ond follow-up reports on definite iime

schedule.

(iv) fnvolve yourself os Directors on the Boord thoroughly in

the motter of formulotion of generol policy ond olso

ensure that performonce of the bonk is tnonitored

odequotely ot Boord level.

(r) Be fomilior with the boord objectives of the bonk ond the

policy. loid down by the 6overnment ond the Reserve Bonk.

(vi) All constructive ideos for the befter monogemenf of the

bonk ond for moking voluoble contribution would be

welcome,

(vii) You must work os o teom ond not sponsor or be preJUdiced

ogainsf individuol proposols. Monagement on its port is

supposed to furnish full focts ond complete popers in

odvonce.u;i''s\
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(viii) Try to give os much of your wisdom, guidonce ond

knowledge os possible to fhe monogehent.

,(ix) Try to onolyse the trends of economy, ossist in the
dischorge of ,ndnogement's responsibility to public ond

formulotion of meosures to improve customer service o nd

be genernlly of coirstructive ossistqnce to the bonk

monog'ement.

DON'fs

(i) Do not send ony instruction to ony individuol officer of the

bonk or give direction to individuol officer in ony motter.

(ii) Do not involve yourself in ony motter neloting to personne,l

odministrotion - whether it is oppointment/sponsoring or

tronsfer/posting/promotion/ redressol of individuol

grievsnces of ony employee".

(iii) Do not interfere in the doy-to-doy functioning of rhe

bonk.

(iv) Do nof opprooch or influence for sonction of ony kind of

focility from on individuol Branch llonoger or ony other

olliciol.

(v) Do not invo,lve yourself in the routine of every day

business ond in the monogement functions.



(vi) bo not porticipote in the Boord discussion if c proposol in

which you ore directly or indirectly interesled comes up

for discussion. Disclose your inierest well in odvonce to

the chief a*ectrtive.

(vii) Do not reveol ony informotion re.loting to ony constifue.nt

' of the bonk to onyone os you ore under'oo1h of secrecy

ond f idelity.

(viii) Directors should not send for individuol officers of the
' bonk or give directions to such officers on ony motter.

(ix) You should discouroge the individuol employee or unions

opprooching you in ony motter.

(x) You moy indicofe your directorship of the bonk on your

visiting cord or letter heods, but the logos or distinctive

design of the bonk should nct, howeier,'be disployed on

the visiting card/letter heod.

Directors should not directly coll for popers/files/note.s

recorded by vorious deportments for scrutiny e-tc. in

respect of ogendo items to be discussed in the meetings.

All inf ormqtion/clorif icotion thot they moy require for

toking o decision will be mode ovoiloble by thz executives.

Directors ore expected to ensure confidenliolity of the

Bonk's ogendo popers/ not es. Orciinorily. if is suggested

(xi)
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that by woy of obundont precoution, the Board popers moy

be returned fo the bank offer the meeting.

(xiii) Do not sponsor ony loon proposol, buildings ond sites for
bonk's premises, enlistment or emponelment of controctor,

orchitects, doctors, lowyers etc. Do not do onything which

will interfere with ondlor be subversive of mointenonce of

discipline, good conduct ond intagrify of the stoff.



F.No.'15l1/201 1-BO.l
Government of lndia
Minislry of Finance.

Departmeni of Financial Services

'Jeevan Deep Building'
Parliament Street. New Delhi

Dated, thel o+July, 2015

The Chief Executives of
all Nationalised Banks

Subject - Entitlement of sitting fees of Directors on the Board of
Nationalised Banks for attending meetings ofthe Board or of
any Committee of the Board etc. - revision thereof

Sir,

lam directed to refer to this Department's letter No.15/1/20'1'l-BO.l
dated 18.10.2011 on the above cited subiect. The sitting fees payable to the
Directors nominated under clauses (e), (0, (S), (h) and (i) of sub-section (3) of
section I of the Banking Companies (Acquisition & Transfer of Undertakings)
Act, 1970/1980 on the Board of Nationalized Banks were prescribed vide the
said letter.

2. The matter has been considered by the Govemment in consullation with
Reserve Bank of lndia and it has now been decided to further revisir the rates
of sitting fees payable to the Directors referred in para I as under:-

i) For attending the Board Meeting

ii) For attending the Committee Meeting

Rs.20,0004 per meeting

Rs.10,000/- per meeting

3. The above revised rates of sitting fees shalltake effect from the date of
issue of this communicalion

4. The receipt ofthis communication may kindly be acknowledged.

Under Secretary to the

Yours faithfully,

feu..-
(Vray Malhotra)

Government of lndia



l.l Publlc Soctor Ba[karFls/RBlrlnsur.nc! Corno.nlcs

A) Crltoria of exsericncs

The following categories of persons will be considered for appointment of Part-Time

Nonoffcial Direcror gn tha Boarda of Publiq Sactor Senks/Reserve Bank of

lndia/Finanqial lnstitutions/Public Seclor lnsuranoe Companies:

a. P6rsons of eminence with spcial acadsmic training or practical experience in

the fields of agiculture, rural economy banking, coop€ration, economics,

business menagemont, human resources, tirance, corporate law, Risk

Management, industry and lT will ordinarily b€ considered. 20 years of industry

expe.ience d a s€nior position, e3lablished experlise in respsctive arsas

(successtully led a reputed organization, brought tumaround in a failing

organization) would bc preferred.

b. Retired senior Govemment officials with total experience of 20 yoars ahd

minimum l0 y€ars ol exporience at Joint secrglary and above level. R€tired

CMDVEDS ol Public S6ctor Banks ater one year of retirement. The ex-

CMD9/EDS will not be considered tor appointmer( as NoD on the Board of the

PSB from which they have retired. Serving CMNEDS of a PSB will not be

considered lor appointment as NoD on'the Board of any olher PSB.

c. Academacians/ Direclo.s of premier Managemenu B€nking lnstitutes and

Prolessorg having more than 20 years gxperience

d. Chartered Accoudants with 20 years experionae (excluding audjt exp€rience)

would also be prefened.

B. Crii.da of Educafonal Qualitlcauon

An NoD should at least be a graduate in any stream prefeGbly with specialization in

Business Management, Risk Management, Finance, Human Resources and ,T.



c" q&{a-s!-asc

The age of ihe Director, on the date oi .ecammendation by Seaach Commitlee should

no{ be $ore than 67 ygar6.

D. Crltaria ofl,York Exrsri€nce

Prof€ssional€,/ acadernicians should odinarily iave 20 years of woft experienc€ in

their particular tield.

E. Gdt .ia of Dboualificatior!

(a) A Diredor already on a BanldFinancial lnstihrtion(Flsy RBl/lnsu6nce Company.

under any category, may not be conaidEred for nominalion as NoD in any other

BanUFI/RBl/lnsu16nce Co.npa.y.

(b) Persens connected with lrire pu.chase, financing investment, basiog and other

para-bankin0 activities, irPs MLAS, MLCE and Stock Brokers will not be

appoinled as non-otricial directors on the boards ot Banks/FlsiRBl/ln6urance

Companies. lnvestoG in a hir€ purchase, fnancinq invsstmer*, basing and other

para banking activitias would nol be dirquatified for appqintmert as NOD, if they

are not having any managerial control in such companies.

{c} No peBon may be re-nominated ss an NOo on the Board of a

Bank/FllRBulnsurance Company on !^,hich he/she has served as Oirector it the

past under any calggory for lwo tems qr sr( years whichever i8 longer.

a. Critefia ot Tenure

An NoD would not be considered ,or nominalion as a Dir€ctoa on the Board of a

BanldFl/R3l/lnsurance comiany if such Diredor has already been a

NoD/Shareholder Director on the boa.d of any other BanldFl/RBl/lnsurance company

for six years, whelhe. cod:ruously or int6lmittefltly,


