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ACT:

State Bank of India (Subsidiary Banks) Act, 1959/ State Bank
of Indore (OFficers) Service Regul ations, 1979:

Sections 11(1) and 63/ Regul ation 19-Transfer of services of
enpl oyees of existing banks-Age of retirement-Fi xi ng
retirement of officers after conpletion of 30 years service
- Whet her ar bi trary-Whet her an _exercise of excessi ve
del egation-Di fferentiati on between nationalised banks and
subsi diary banks-Wether discrim natory-Wether regulation
applicabl e to existing enpl oyees.

Constitution of India, 1950:

Articles 14 and 16-Age of retirement-Differentiation between
of ficers of subsidiary banks and nationalised banks-Wether
di scri m nat ory- Regul ati on 19 of State Bank of I ndor e
Oficers Service Regulations, 1979 providing for retirenent
on conpl etion of 30 years service<-Wether valid.

Words and Phrases-"Tenure"- Meani ng of .

HEADNOTE:

The appel | ants, enpl oyees of the first respondent-Bank, who
were initially in the enploynent of a Limted Bank, which
ceased to exist wth effect from1l. 1.1960 and becane a
subsidiary bank in the wake of State Bank of I ndi a
(Subsidiary Bank) Act, 1959, were nade to retire before
attaining the age of 58 years on different dates, but . upon
conpl eting 30 years of actual service, in exercise of powers
under Regul ation 19(1) of the State Bank of I ndor e
(O ficers) Service Regulations, 1979. .The Wit “Petitions
flied by the appellants challenging their retirenment on the
basi s of the Regul ations were dism ssed by the H gh Court.
In the appeals before this Court on behalf of the
appel lants, it was contended that their retirenent age of 58
years was statutorily protected under Section 11(1) of the
Act as a 'tenure’ and since there existed no provision in
the Act for retiring an officer on conpletion of 30 years of
209

service, the Regulation providing so, was an exercise of
excessi ve del egation of legislative powers, and was
violative of Article 14 of the Constitution, that the
Regul ati ons which were the progeny of Section 63(1) of the
Act, could in no event, be inconsistent with the Act and the
Rul es made thereunder, that since the date of superannuation
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was fixed at 58 years for enployees/officers who could claim
protection of Section 11, Regulation 19 providing another
alternative for effecting retirement upon the conpletion of
30 years of service, even though 58 years had not been
attained, subject to its occurring first, was an onsl aught
on that statutory protection, that on the plain | anguage of
Section 11 of the Act, the security of "tenure’ protected in
the first part of the provision was not |iable to change as
the word ’'tenure’ was significantly missing in the |ater
part wher eunder change is postulated, and t her ef or e,
"tenure’ of service could in no event be altered by any
change, revision or alteration by the corresponding new
bank, that Regulation 19 could not apply in the case of the
appel l ants as existing officers, and that when retirenent
age at 58 was the consistent policy for public enploynent,
its curtailnent by the alternative of 30 years service, if
happening wearlier, was discrimnatory and violative of
Articles 14 and 16 of the Constitution
Di sm ssing the appeals, this Court,

HELD ' :-1.1. What is protected under Section 11 (1) of
the State Bank of India (Subsidiary Banks) Act, 1959 is the
ri ght of the enployee of the correspondi ng new bank to hold
office or service therein on the sane tenure, at the same
remunerati on and upon the sane terns and conditions and with
the sanme rights and privileges as to bonus, gratuity and
other matters, as 'he would have held the same on the
appoi nted day, if the undertaking of the existing bank had
not been transferred to and vested, In the correspondi ng new
bank. That state of affairs is to last unless and until the
services of the enployee In that bank are terminated or
until his renoval, or other terns and conditions of service
are revised or altered by the correspondi ng new bank. under,
or in ’'pursuance of any law, or in accordance wth any
provision which, for the tine being, governs his service.
[ 215C- D]

1.2. The legislature in enacting Section 11(1) of the
Act cannot be attributed the fault of tautol ogy to have used
the word "tenure’ as explanatory of the expression ’'terns
and conditions of service, or Inclusive
210
of it. Even if it is assumed that there was tota
protection of fixed tenure offices or services, unalterable
under the second part of the provision, fixation of age of
superannuation cannot be said to fix a tenure of office or
service. [215G H, 216A]

1.3. In the instant case, the appellants have  nowhere
ever set up a case that they hold tenure posts or their
services were tenurial, or have pleaded that they had any
fixity of tenure of a specified duration on laid down In
their contract of service. Rather, throughout they have
claimed to have joined service in the |lower rungs- of the
banki ng service and to have risen to the posts of officers
by the time they were asked to retire. Therefore, providing
for the date of retirement is not to fix a ’'tenure  as
retirement, as ordinary incidence of service. [215F]
1A. In service jurisprudence the word 'tenure’ has acquired
a legal sense or connotation which may nean a fixed term
during which an office is held. [215E]

1.5. The purpose of the Act, as spelt out fromthe Preanble
of the Act, is to provide for formation of subsi di ary
banks for the State Bank of India and for t he
Constitution, managenent and control of subsidiary banks so
formed and for matters connected therewith or incidenta
thereto. Section 63 enmpowers the State Bank of India to
frane Regulations for the purpose of giving effect to the
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provisions of the Act. One such purpose is to lay down
conditions and limtations subject to which the subsidiary
banks may appoint officers, advisers and other enpl oyees and
fix their remuneration and other terms and conditions of
service. Co-relating the enabling provisions under Section
63 and Regulation 19 framed thereunder, the ternms and
conditions so laid thereunder would definitely go to alter
or revise the conditions of service of the existing officers
as contenplated in the second part of Section 11. The
manner in which such power is exercised is nowhere arbitrary
because the State Bank of India is hedged on the one side to
seek approval of the Reserve Bank of India and the Act and
the Rul es made thereunder on the other, when naking Regula-
tions in respect of the subsidiary banks. The policy of
providing a retirenent rule such as one in Regulation 19, is

reflective of a policy and I't is uniformfor all enployees
existing and joining in future, for all subsidiary banks
uni formy. Conditions of service under Section 11 were
protected till revised or altered in accordance wth |aw
It cannot', therefore, be held

211

that Regulation 19 cannot apply in the case of appellants,
as existing officers. [216CF, B]

1.6. It I's not correct to say that the Regul ations are
ultra vires the Act, being exercise of excessive del egation
The power to frane Regul ations State Bank of India, which
has to work out the policy of retirenent uniformally to sub-
serve the interests of the subsidiary banks. 'The so called
protection In Section 11 is not absolute but conditional to
change by the sanme  intendnment of the | egi sl ature. The
provision In the Regul ation in question for naintaining the
age of retirenent of 58 years as before but~ in the sane
breath permitting retirement on the conpletion of 30 years
of service, whichever occurs earlier, Isin keeping with the
policy of reckoning a stated nunber of years of office
attaining the crest, whereafter inevitably is the descent,
justifying retirenent |In this context 30 years period of
active service is not a snall period for gainful enmploynent,
or an arbitrary exercise to withhold the right to hold an
of fice beyond 30 years, having not attained 58 years of age.
[216G 217(C]

K. Nagaraj and Ors. etc. etc. v. Chief Secretary of Andhra
Pradesh A.1.R 1985 S.C. 551, relied on.

2. The bank nationalisation and creation of subsidiary
banks of the nationalised banks have a history of their own.
The enployees of the two are rationally differentiated on
the basis of policy. The enployees of the subsidiary banks
cannot claimequation with the enpl oyees of the nationalised
banks to be retiring at the age of 58 years, on . the  basis
that the enployees of the nationalised banks are not
retirable on conpletion of 30 years of service. [218B]

B.S. Yadav & Anr. v. The Chief Manager, Central Bank of
India & Os., AIl.L 1987 S.C. 1706, distinguished.

JUDGMVENT:
ClVIL APPELLATE JURI SDICTION : Civil Appeal No. 127 of 1993.
From the Judgment and Order dated 17.1.89 of the WMadhya
Pradesh High Court in MP. No. 1187 of 1985.
W TH
212
Cvil Appeal No. 128 of 1993.
W TH
Cvil Appeal No. 129 of 1993.
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M C. Bhandar e, S.K Jain and Ms. Pratibha Jain for the
Appel | ant s.

A. K. Sanghi A. V. Rangam and A. Ranganadhan for the Respon-
dents.

The Judgrment of the Court was delivered by

PUNCHHI, J. Special leave granted in these three connected
petitions.

Each appellant in these appeals was an enployee of the
State bank of Indore (a subsidiary bank of the State Bank of
India), the first respondent in these appeals. They were
initially in the enmployment of the Bank of |Indore Linted
whi ch ceased to exist with effect from1.1.1960 and becane a

subsidiary bank known as the State Bank of Indore, in the
wake of the State Bank of India (Subsidiary Banks) Act, 1959
(hereafter referred to as the "Act"). The exi sting

enpl oyees of the kind of the appellants clainmed to have
certain service rights protected under section 11 of the
aforesaid Act inclusive of the right to continue till the
age of 58 years. They were however nade to retire before
attaining the age of 58 years on different dates, but upon
conpl eting 30 years of actual service. The subsidiary bank
claims to have exercised powers under Regulation 19(1) of
the State Bank of |Indore (officers) Service Regulations,
1979 (hereafter referred to as the 'Regulations"), in taking
such steps.

The respective appellants noved the H gh Court of Madhya
Pradesh under Article 226 of the Constitution clainmng inter
alia that Regulation 19 could not be invoked in their cases
and, if it all it could, then that was ultra vires and in
exerci se of excessive del egation-of |egislative powers made
over to the State Bank of India under section 63 of the Act.
The Hi gh Court by a conmmon judgnent dated 17-1-1989
dismssed the wit petitions of the appellants bei ng
M scel | aneous Petition No. 1187 of 1985, M scellaneous
Petition No. 3532 of 1988 and M scellaneous Petition No.
3197 of 1986, respectively. Wiile these were put to
challenge, it was felt by this Court on 26.2.1992 that the
State Bank of India, though originally not a respondent
213
before the H gh Court, should be added as a party since the
i mpugned Regul ati on 19 had been franmed by the Central Board
of Directors of the State Bank of India under the powers

conferred on it by Section 63 of the Act. Not i ce
accordingly was given to the State Bank of India -and
apparently its stance is supportive of the i mpugned

Regul ati on.
When the Act came into force on 1.1.1960 and the ~subsidiary
bank, the State Bank of Indore, canme into existence, the age
of superannuation of its enployees was clearly 58 years.
The Regul ations cane into force on Cctober 1, 1979,  al nost
19 vyears later. The field pre-existing was governed by
office circulars and departnental practices besides 'section
11(1) of the Act, which provided as foll ows:
TRANSFER OF SERVI CES OF EMPLOYEES OF EXI STI.NG
BANKS:
"Save as otherwi se provided in this Act, every
enpl oyee of an existing Bank in the enpl oynent
of that bank i medi ately before the appointed

day, shall, on and fromthat day, becone an
enpl oyee of the correspondi ng new bank and
shall hold his office or service therein by

the sanme tenure at the same renuneration and
upon the sane terns and conditions and with
the same rights and privileges as to pension

gratuity and other matters as he would have
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held the sane on the appointed day, if the
undert aki ng of the existing bank had not been
transferred to and vested in the correspondi ng
new bank and shall continue to do so unless
and until his enploynent in that bank is ter-
mnated or until his rermuneration or other
terms and conditions of service are revised or
altered by the correspondi ng new bank under,
or in pursuance of any law, or in accordance
Kith any provision which, for the time being
governs, his service."

(enphasi s ours).
And then 'Regulation 19(1), in so far s
rel evant, provides as follows:
"AGE OF RETI REMENT - 19(1):
An officer shall retire fromthe service of
the ~Bank of attaining the age of fifty-eight
years of upon the conpletion of thirty
214
years service, whi chever occurs first:
Provi ded further that the conpetent authority
may, at its discretion, extend the period of
service of an officer who has attained the age
of fifty-eight years or has completed thirty
years service as the case may be, should such
ext ensijon be deemed desirable in the interest
of the Bank.’

The thrust of the claimof the appellants was and is
that their retirenent age of 58 years was statutorily
protected under section 11(1) as-a 'tenure" and since there
existed no provision in the Act for retiring an officer on
conpl etion of 30 years of services, the Regulation providing
so, 1is an exercise of excessive delegation of |legislative
power s. To put it differently, it is suggested that the
nmeasure is a violent transgression on the security of tenure
statutorily protected and was violative of Article 14 of the
Constitution.

The Regul ations are the progeny of Section 63(1) of the
Act which enpowers the State Bank of India to make
Regul ations in respect of subsidiary banks with the approva
of the Reserve Bank of India. Those Regulations can in no
event be inconsistent wth the Act and the Rules -made
thereunder, and may provide for all matters for~ which
provision is necessary and expedient for the purpose  of
giving effect to the provision of the Act. - Clause (m of
sub-section (2) of Section 63 provides that in particular
and wi thout prejudice to the generalities of the power under
subsection (1), such Regulations nmay provide for the
conditions and limtations subject to which the  subsidiary
bank nay appoint officers, advisers and other enpl oyees and
fix their remuneration and other terms and conditions of
servi ce. As is plain fromthe reading of Section 11(1) of
the Act, while protection of existing terns and conditions
of service is guaranteed under Section 11, that protection
| asts so long as those terns and conditions are not revised
or altered wunder, or in pursuance of any law, or in
accordance w th any provision, which governed the service.
Since the age of superannuation was fixed at 58 years for
enpl oyees/ of fi cers who could claimprotection of section 11
Regul ation 19 providing another alternative for effecting
retirement upon the conpletion of 30 years of service, even
though 58 vyears had not been attained, subject to its
occurring first, was said to be an onslaught on that
statutory protection, if the Regulation was taken to apply
to the service conditions of the existing
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of ficers. But in case it was neant to apply prospectively
and not to the existing officers, the appellants have no
gri evance. Secondly it was asserted that on the plain
| anguage of Section 11 of the Act, the security of ’'tenure"
protected in the first part of the provision was not |iable
to change as the word "tenure" was significantly mssing in
the later part whereunder change is postul ated. On  that

basis it was suggested that "tenure" of service could in no
event be altered by any change, revision or alteration by
the correspondi ng new bank.

Now |et wus examne the second argument first. VWhat is
protected wunder section  11(1) on the enployee of the
corresponding new bank 'is his right to hold office or
service therein on the sane tenure at the same renuneration
and upon the sane terns and conditions and with the sane
rights and privileges as to bonus, gratuity and other
matters, ~as he would have held the sane on the appointed
day, if /the undertaking of the exiting bank had not been
transferred to -and vested in the corresponding new bank.

That state of affairs is to last ~unless and wuntil the
services of the enployee inthat bank are terminated or
unti | his renmoval or other terns and conditions of service

are revised or altered by the corresponding new bank under,
or in pursuance /of any law, or in accordance wth any
provision which, for the tine being, governs his service.
If holding of office or service by the sane "tenure' is
unal terabl e as excludingly urged on behal f of the appellants
by M. Mirli Bhandare, Sr. Advocate, then on testing we
find no basis for the sanme. No-where have the appellants in
their respective special leave petitions or wit petitions
annexed thereto ever asserted that they hold "tenure’ posts
or their services were tenurial. In service jurisprudence
the word "tenure’ has acquired a | egal sense or connotation
whi ch may nmean a fixed term during which an office is 'held.
The appellants have nowhere ever set up such a case before
the Hi gh Court or to have pleaded that they had any fixity
of tenure of a specified duration, laid down “in /'their
contract of service. Rather the appellants throughout have
claimed to have joined service in the |ower rungs of the
banki ng service and to have risen to the posts of  officers
by the time they were asked to retire. There is thus no
room for the argunent that providing for the date of
retirement was to fix a "tenure’ as retirement as - ordinary
i ncidence of service. The legislature in enacting Section
11(1) of the Act cannot be attributed the fault of tautol ogy
to have wused the word 'tenure’ as explanatory of the
expression "terns and conditions of service or inclusive of
it; this far we may go with the appellants. Even if we go
that long to say that there was total protection of /fixed
tenure offices or services, unalterable

216

under the second part of the provision, the appellants  gain
not hi ng, for they have not laid the necessary foundation for
that claimever. Therefore we are of the view that there is
no substance in the argunent that fixation of age of
superannuation is to fix a tenure of office or service. The
argunent thus fails.

The other argument of the appellants that Regulation 19
cannot apply to the case of the appellants as existing
officers is also of no nerit because, as is pl ai n
conditions of service under section 11 were protected till
revised or altered in accordance with law. The purpose of
the Act, as spelled out fromthe preanble of the Act, is to
provide for formation of subsidiary banks for the State Bank
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of India and for the constitution, managenent and control of
subsidiary banks so formed and for matters connect ed
therewith or incidental thereto. Section 63, as has been
noticed earlier, enmpowers the State Bank of India to frame
Regul ations for the purpose of giving effect to t he
provisions of the Act. One such purpose is to lay down
conditions and limtations subject to which the subsidiary
banks may appoi nt officers, advisers and other enpl oyees and
fix their remuneration and other terms and conditions of
service. Co-relating the enabling provisions under section
63 and Regulation 19 framed thereunder, the ternms and
conditions so laid thereunder would definitely go to alter
or revise the conditions of service of the existing officers
as contenplated in the second part of Section 11. The
manner in which such power is exercised is nowhere arbitrary
because the State Bank of India is hedged on the one side to
seek approval of the Reserve Bank of India and the Act and
the Rules nmade thereunder on the other, when maki ng
Regul ations in respect of the subsidiary banks. The policy
of providing a retirenent rule such as one in Regulation 19,
is reflective of a policy and it is wuniform for al
enpl oyees existing and joining in future, for all subsidiary
banks uniformy

The third subm ssion about the Regulations being ultra
vires the Act, being exercise of excessive delegation too is
of no substance when viewed in the schene of things. As
observed earlier, the power to frane Regulations is vested
not in the executive government but in a nationalised bank
the State Bank of India, which has to work out the policy of
retirement uniformally to sub-serve the interests of the
subsi diary banks. The so called protection in Section 11 is
not absolute but <conditional to change by the samne
i ntendnment of the | egislature.
In K Nagaraj and others etc. etc.”v. Chief Secretary of
Andhra Pradesh,
217
AIR 1985 SC 551 this Court repelled a challenge’ to the
reduction of retirement age from58 to 55 on the ‘basis of
the policy of the Government, which was found not ‘'to be
irrational or violating recognised norms of enploynment plan
It was also noticed that not to provide for an age of
retirement at all would be contrary to public interest
because the State cannot afford the luxury of allowing its
enpl oyee to continue in service after they have passed the
poi nt of peak and that rules of retirement do not take away
the right of a nenmber to his livelihood, the only lint is
to the right to hold office till the stated nunber of years.
The provision in the Regulation in hand for maintaining the
age of retirenent at 58 years as before but in the / sane
breath permitting retirement on the conpletion of 30 /years
of service, whichever occurs earlier, is in keeping with the
policy of reckoning a stated nunber of years of  office
attaining the crest, whereafter inevitably is the descent,
justifying retirenent. |In this context 30 years period  of
active service is not a snall period for gainful enploynent,
or an arbitrary exercise to withhold the right to hold an
of fice beyond thirty years, having not attained 58 years of
age.

Much reliance was placed by |earned counsel for the

parties on B.S. Yadav & another v. The Chief Mnager

Central Bank of India & others, AIR 1987 SC 1706 in support
of their respective contentions. It was contended on behal f
of the respondent bank that Section 12(2) of the Banking
Conpani es (Acquisition and Transfer of Undertakings) Act,
1970 was pari materia the sane as section 11(1) of the




http://JUDIS.NIC IN SUPREME COURT OF | NDI A

Page 8 of 8

present Act and Regulation 19 franmed under the forner Act
was akin to Regulation 19 of the present Regul ati on
providing for different ages of retirement of two categories
of enpl oyees. As is evident fromthe Report those two
cl asses were those falling under Rules 1 and 2 of "Rules of
Age of retirement” for whomthe age of retirenent was 60
years and those falling under Rule 3 for whomthe age of
retirenent was 58 years, depending on the dat e of
recruitnment of pronotion being prior to or after the
appointed day i.e. 19th July, 1969. This Court ruled that
the classification so nade was valid as it satisfied the
tests laid down under Articles 14 and 16 of the Constitution
because this Court could not say, in the circunstances, that
the attitude of the nationalised bank was unreasonabl e,
particularly when the age of retirenent of 58 years of the
post 19th July, 1969 entrants was consistent wth the
conditions prevailing in alnost all the sectors of public
enpl oyment . But on the other hand it was contended by the
appel l ants that when retirenent age at 58 was the consi stant
policy for public enploynent, as

218

laid down in B.S. Yadav's case, its curtailnment by the
alternative of 30 years service, if happening wearlier, is
discrimnatory and violative of Articles 14 and 16 of the
Constitution. We are not inpressed by this argunent. The
bank nationalisation and creation of subsidiary banks of the
nationali sed banks have a history  of their own. The

enpl oyees of the two are rationally differentiated on the
basis of policy. The enployees of the subsidiary banks
cannot claimequation with the enpl oyees of the nationalised
banks to be retiring at the age of fifty eight years, on the
basis that the enpl oyees of the nationalised banks are not
retirable on conpletion of 30 years of service.

No ot her point of substance renmins to be di scussed even
though the parties by their witten subm ssions subnitted
much after the close of the case made an effort to expand
the controversy.

For the fore-going reasons, we find no substance in these
appeal s which are dism ssed w thout any order as to costs.

N. P. V. Appeal s di sni ssed
219




