THE STATE FINANCIAL GORPORATIONS
(AMENDMENT) ACT, 1956

Acr No 56 OF 1956

An Act_ further to amend the State F1nanc1a1 Corporatlons
' Act, 1951.

[16th September 1956]

of India as follows:—

Short title 1. (I) This Act may be called the State F1nanc1a1 Corporatlons
and com-  (Amendment) Act,.1956. '

mencement.
(2) It shall come into force on such date! as the Central Govern-

ment may, by notification in the Official Gazette, appoint.

Amendment - 2. In section 2 of the State Financial Corporations Act, 1951
of section 2. (hereinafter referred to as the principal Act),— '

(i) for clause (b), the followmg clause shall be substituted,
namely:— . .

“(b) ‘Financial Corpora‘uon means a Financial Corpora-
tion established under - section 3 ‘and ‘includes a Joint
Financial Corporation established under section 3A;”;

(i) to clause (c), the following Explanation shall be added,

K 3. k + + namely:— _ »
\,. T “Explanation~—The ~expression ~‘processing  of goods’
- - includes any .art or process for producing, preparing or
making an article by subjecting any material to a manual,
mechanical, chemical, electrical or any other like operation""

" (iit) after clause (f), the followmg clause shall be 1nser*ed
namely:— . :

“(ff) ‘State Government’ in relation to a Part C State,
means the Lieutenant-Governor, or as the case may be the
Chief Commissioner;”.

of section 3.

be substituted.

Insert}oq of 4. After section 3 of the principal Act, the followmg section -shal
new section

34, .. -be inserted, namely:—

Establish- . ~“3A. (1) Notwithstanding anythmg contalned in sectlon -3,
: ‘]1:)?2: ;’{nan two or more States may, after consultation with the Reserve

cial Corpo- Bank, enter into an agreement that there shall be one Finanecial

.ratmns » Corporation for the group of States participating in the agree-

ment and if the agreement is published in the Official Gazette

1 15t October, 1956, vide Notification N6.‘ S. R. O. 2212, dated the 28th- September,
1956, Gazette of India, Extraordinary, Pt, II, Sec. 3, p 2003

Be it enacted by Parliament in the Seventh Year of the Repubhc v

63 of 1958, -,

Amendment 3. In sub-section (2) of section 3 of the principal Act, for the Wordsf
“acquire and to hold”, the words “acqulre hold and dispose of” shall
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= of each ‘of those States, the Central Government may; by notifica-
- “tion in .the Official Gazette, establish a Joint Financial Corpora-

tion to serve the needs of those States under such name as may

- .. be specified in the notification.

(2) An inter-State agreement under sub-section (1) among

. the participating States may—

(a¢) provide for the fixation of the authorized capital of

the Joint Financial Corporation, the number of fully paid-

up shares into which it shall be divided, and the allocation
among the participating States of the shares to be distri-
buted under clause (a) of sub-section (3) of section 4;

‘ (b) provide for the sharlng of the 11ab111ty for ‘the
- guarantee under section 6 or section 7; :

~ (¢) provide for the number of directors to be:r‘loniinélted -

to the Board by each participating State Government;

(d) provide for the apportionment among the partmlpat-
ing States of expenditure in connection w1th the Joint
Financial Corporation;

(e) provide for the division among the participating

States of the surplus profits payable by the Joint Financial

Corporation under sub-section (3) of section 35;

 (f) determine which of the patticipating State Govern-
ments shall exercise the several functions of the State Gov-
ernment under this Act, and references in this Act to the
State Government, in relation to the Joint Financial Cor-
'_'poration shall, save as otherwise" expressly provided, be
construed accordmgly,
* {g) provide for consultatlon among the participating
States either generally or with reference to particular
. fnatters arising under this Act;
(h) make such incidental and consequential provisions,
not inconsistent with this Act, as may be deemed necessary
or expedient for g1v1ng effect to the agreement.

(3)-. The Jomt Financial Corporatlon shall be a body cor-
porate by the name notified under sub-section (1), having per-

petual succession and a common seal, with power, subject to =
" the provisions of this Act, to acquire, hold and dispose of

property and shall by the said name sue and be sued.

(4) Any reference in this Act to ‘State’ in relation to & J oint

" Financial Corporation’ established for two or more States shall

be construed as a reference to each such State.”

- State: Fmancml Corpommons (Amendment) 815 e
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gf"';:ggg:legf: " 5 In sub section (1) of section 5 of the principal . Act, after the

tutions” shall be inserted.

?fﬂggggcfgef;t 6. In section 7 of the principal Act, arter sub-section (2), the
) followmg sub- sectlon shell be inserted, namely:—

o “(3) The Financial Corporation may, for the purpose of
~ carrying out its functions under this Act, borrow money from
the Reserve Bank, repayable on demand or on the expiry of

fixed periods not exceeding ninety days from the date on which °

the money is so borrowed, against securities of the Central
Government or of any State Government.”. ’
Amendment A3 i —
e 1. Inrsectlon 10 of the prnempal Act,
(i) to clause {a), the following proviso shall. be added.
namely:—

“Provided that in the case of a Joint.Financial Corpora-
tion, the number of directors shall be such as the State
Governments of the participating States may, by agreement
among themselves, think fit to nominate, each participating
State Government nominating not more than two directors.”;
(1) in clause (d) the words “from among themselves” shall

be omitted. :

Amendment 8. In section 14 of the prmclpal Act, after sub-section (1), the
of SeCtion 4. ro1lowing sub-section shall be inserted, namely —_

“(1A) If the managing director is. by infirmity or otherwise

rendered incapable of carrying out his, duties or is absent on
leave or otherwise in eircumstances not involving the vacation
of his appointment, the State Government may, after consulta-
tion with the Board, appoint another person to act in his place
during his absence.”

' Afmenﬁimeﬁt 9. Section 17 of the principal Act shall be re-numbered as sub-
OFSECHIOn 17 section (1) thereof and after sub-seciion (1) as so re-numbered, the
_following sub-section shall be inserted, namely:— .

“(2) The State Government may, after consultlng the Board,
remove the managmg director from office: -

Provided that no managing director shall be so removed
unless he has been given an opportunity of showmg cause
against his removal.”.

Amendment 10. In section 18 of the principal Act, in sub section (1),—

of section 18,
(a) for the word “three”, the words “the follovmng” shall be
. substituted;

words “ﬁnanmal institution”, the words “or class of financial insti-.
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(b) W clause (a), the  following - proviso- shall be - added
namely —

«“Provided that in.the case of a Joint Financial Corpora-
tion, in addition to the one director elected from among the
directors nominated by the Reserve Bank and the Indusirial
Finance Corporation of India, as many directors as there are
participating States shall be elected by the nominated direc-
tors, one each from among the directors nominated by each
of the participating State Governments.”.

11. In section 19 of the principal Act, after sub-section (3), the Amendment
following sub-section shall be inserted, namely:— of section 19,

“(34) If, for any reason, a director nominated under clause
(a) or clause (b) or clause (¢) of section 10 is unable to attend
any meeting of the Board, the State Government, the Central
Board of the Reserve Bank or the Board of Directors of the
Industrial Finance Corporation of India, as the case may be, may
depute any other person to attend the said meeting and such
person shall, for-all purposes of the said meeting, be deemed to
be a director nominated under clause (a) or clause (b) or clouse
(c), as the case may be, of the said section.”.
12. In section 25 of the principal Act,—

Amendment

) . ] of section 28,
(@) in sub-gsection (1), — O

(i) the word “and” at the end of clause (e) shall be
omitted; . :

(ii) after clause (e), the followmg clause ‘shall be
inserted, namely:—

«“ (ee) acting as an agent for the Central " Govern-
ment or the State Government or the Industrial Finance
Corporation of India established under the - Industriai -
Finance Corporation Act, 1948, in the transaction of any
business with an industrial concern in respect of loans

or advances granied, or debentures subscribed,” by any
one of them; and”;

(b) in sub-section (2), after the words “prescrlbed by regt.—
lations”, the words “or unless it is guaranteed as to the repay~
ment of principal and the payment of interest by tke State
Government, a scheduled bank ¢r a State co-operative bank”
shall be inserted.

5 of 1948.

13. In section 27 of the principal Act, in sub-section (2), for the Amendment
words, figures and brackets “Indian Companies Act, 1913 (VII of of section

27.
of 1956. 1913)”, the words and figures “Companies Act, 1956” shall be sub-
stituted.

1512 M. of Law—103
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Amendment 14, In ‘section 29 of the pr1nc1pa1 “Act— 3 ! o -
- of section

29,

(a) in sub-section (1), for the words “right to sell”, the
words “right to transfer by way of lease or sale”’ shall be sub-
stltuted ' - :

(b) in sub-sectlon (2)—-

(1) the words “of sale and reahsatlon” shall be omitted;

_ i (ii) for the words “as 1f the sale”, the words “as if the
transfer” shall be substituted;

(¢) for sub-section (4), the followmg sub- sectlon shall be
substituted, namely:—

(4) Where the management of an industrial concern is
taken over by the Financial Corporation or any property
is transferred and realised by it under the provisions of
sub-section (I), all costs, charges and expenses properly
-incurred by it as incidental to such manggement, or transfer
and realisation shall be recoverable from the industrial
concerin and the money which is received by it from such

management or transfer and realisation shall, in the
absence of any eontract to the contrary, be held by it in

trust to be applied firstly, in payment of such costs, charges
i and expenses and, secondly, in discharge of the debt due
- to the Financial Corporation, and the residue of the money
% o so received shall be paid to the person entitled thereto.”.

Amendment 13- In section 31 of the principal Act, in sub-section (I),—
;ﬁ,sewom - (i) after the words “fails to make such . repayment”, the

] words and figures “then, without prejudice to the provisions of
L i section 29 of this Act and of section 69 of the Transfer of

Property Act, 1882” shall be inserted; 4 of 1882,

Lo (1) in clause (a), ‘for the word “Corporatlon , the words o |
“Pinancial Corporatlon” shall be- su’bs}ltuted '

16. In section 32 -of the prmmpal Act, after sub sectlon (8), the - |
Amendment .
- of section 32. followmg sub sectlon shall be 1nserted namely: — ‘ q

“(SA) An order under th1s section transferrlng the manage-~
, ment of an industrial concern to the Financial Corporation shall
e ‘ . be ‘carried into effect, as far as may be practicable, in the man-
o , - -ner provided in the Code of Civil Procedure, 1908, for the 5 of 1908.
c ' possession of immovable property or the delivery of movable
1 property in execution of a decree, as if the Financial Corpora-
tion were the decree holder.”.
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. of 15)56.

1. After section 32 of the principal Act, the fellowing new sec-
hons shall be 1nserted namely :—

v 1956] - State Fmanczal Co1po7‘a1nons (Amendment) . 819

Insertion of
new sections

'32A, 32B,

32C, 32D, .
32E -and
32F,

“32A. (1) When the management of en industrial concern is power of
taken over by the Financial Corporation, the Financial Corpora- Financial

tion may, by order notified in the Official Gazette, appomt as
many persons as it thinks fit,— -

(a) in emy case in which the industrial cot}cern is a
company .as defined in the Companies Act, 1956, to be
directors of that industrial concern; or .

(b) iIn any .other case, to be admmlstrators of that
industrial concern.

(2) The power to appoint directors or administrators under
this section includes the power to appoint any individual, firm
or company to be the managing agent or manager of the indus-
trial concern on such terms and conditions as the Financial

~ Corporation may think fit.

32B. On the issue of a notified order under section 32A,—

(a) in any case in which the'industrial concern is a
company as defined in the Companies Act, 1956, all persons
holding office as directors of the industrial concern and in
any other case, all persons holding any office having the

- powers of superintendence, direction- and control of the

industrial concern, immediately before the issue of the

~ notified order, shall be deemed to have vacated their ofﬁces
" as such;

(b) any contract of management between the indus-
-trial conceérn and any managing agent or any director or
manager thereof holding office as such immediately before
the issue of the notified order shall be deemed to have
terminated; ' '

(¢) in the case of zr industrial concern which is a com-

pany as defined in the Companies Act, 1956, the managing
agent, if any, appointed under section 32A shall be deemed

borporatmn
to appoint
directors or
administra-
tors of an
industrial
concern
when
management
is taken °
over. -

Effect of
notified
order under
section 324,

to have been duly appointed in pursuance of the said Act

- and the memorandum and articles of association .of the
industrial concern and the provisions of the said Act and

" ‘the memorandum and articles shall, subject to the other .

provisions contained in this Act, apply accordingly, but
no such managing agent shall be removed from office except
“with the previous consent of the Financial Corporation;

(d) the directors or the administrators appointed under
section 32A shall take such steps as may be necessary to
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take into their custody or under their cont_rol all the pro-
perty, effects and actionable claims to which the industrial
concern is, or appears to be, entitled, and all the property
and effects of -the industrial concern shall be deemed to be
in the custody of the directors or adrinistrators, as the case
may be, as from the date of the notified order;

(e) the directors appointed under section 32A shall, for
‘all purposes, be the directors of the industrial concern duly
constituted under the Companies Act, 1956, and such direc-
tors, or as the case may be, the administrators appointed
under section 324, shall alone be entitled to exercise all the
powers of the directors or as the case may be, of the persons
exercising powers of superintendence, direction and control,
of the industrial concern, whether such powers are derived
from the said Act or from the memorandum or articles of
association of the industrial concern or from any other
source whatsoever.

1 of xg56

ggg:;so‘;_“d ~ 32C. (1) Subject to the control of the Financial Corpora-
directors tion, the directors, or as the case may be, the administrators
?r?icri]i:?r—atdrs appointed under section 32A, shall take such steps as may be

necessary for the purpose of efficiently managing the business
of the industrial concern and shall exercise such powers and
have such duties as may be prescribed. B

(2) Without prejudice to the generality of the powers vested
in them under sub-section (I), the directors or as the case may
be, the administrators appointed under section 32A, may, with
the previous approval of the Financial Corporation, make an
application to a Court for the purpose of cancelling or varying

" any contract or agreement entered into at any time before the
issue of the notified order under section 32A, between the indus-
trial concern and any other person and the Court may, if satis-

" fied after due inquiry that such contract or agreement had been
entered into in bad faith and is detrimental to the interests of
the industrial concern, make an order cancelling or varying
{either unconditionally or subject to such conditions as it may
think fit to impose) that contract or agreement and the contract
or agreement shall have effect accordmgly

No right to 32D. (1) Notwithstandin anythm to the contrary con-
SVl g g
t"fzg;‘}ﬁr a- tained in any contract or in any law for the time being in force,
termma-f -~ no managing agent, managing director or any other
ontract of -director or a manager or any person incharge of
b managing management of an industrial concern shall be entitled to any
: e oning compensation for the loss of office or for the premature termi-
gééector, nation under this Act of any contract of management entered

into by him with such concern,
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v (2) Nothmg _ contamed in - sub-sectlon (1) . “shall
affect the right' of any:- su¢h managing agent or

' managing director, or any other director or manager or ‘any’
such person incharge of management ‘to recover from the
.industrial concern, moneys recoverab'e otherwise than hy way
of such compensation. ' '

32E.~(1) Where the management of an industrial concern,

: of 1956. being a company as defined in the Companiés Act, 1956, is taken

over by the Financial Corporation, then notwithstanding any-
thing contained in the said Act.or in the memorandum or arti-
" cles of association of such concern,—

-(a) it shall not be lawful for the shareholders of such

concern or any other person to nominate or appoint any

.person“to be a director of the concern;

(b) no resolution passed at any meeting of the share-
holders of such concern shall be given effect to unless
‘approved by the Finanectal Corporation; _

(c) no proceeding for the winding up of such concern
or for the appointment of receiver in respect thereof
shall lie in any court, except with the consent of the
Financial Corporation.

(2) Subject to the provisions contained in sub-s_ectidh 1)

and to the other provisions contained in this Act and subject to

such other exceptions, restrictions and limitations, if any, as the
Central Government in consultation with the State Government
may, by notification in the Official Gazette, specify in this behalf,

1 of 19565, the Companies Act, 1956, shall continue to apply to such concern

Application
of Act 1 of
1956.

in the same manner as it applied thereto before the issue of the _

notified order under section 32A.

32F. (1) Where the management of an industrial concern
not being a company as defined in the Companies Act, 1956, is
taken over by the Financial Corporatien, no suit or proceedings
~for dissolution or for partition shall, in so far as it relates to that
industrial concern, lie in any court or before any tribunal or
other authority except w1th the consent of the Financial Cor-
poratlon

(2) No proceeding forvthe appointment of any official

- assignee or receiver in relation to any industrial concern the

management. of which has been taken over by the Financial

Corporation -shall lie in any court except with consent of the
Financial Corporation.”,

Restriction
on filing of
suits for
dissolution,
etc., of an
industrial
concern not
being - a
company
when its
manage-
ment is .
taken over.

[ - "
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Ameidment .18, In section 33 of. the prmmpal Act in sub- sectlon (2), for the

of section

33. Words ‘or in a scheduled 'bank in consultation with the Reserve -

Bank”, the words “or, in consultation with the Reserve Bank, in a
scheduled bank or a State co-operative bank” shall be substituted.

- Amendment 19. In sub-section (1) of section 36 of the principal Act, for the

‘;fs. section  words “two months”, the words “three months” shall be substituted.
" _ Amendment 20. In section 37 of the principal Act,—
of-section - . ]
37 (@) in sub-section (I1),—

_ ‘(i) for the words, figures and brackets “section 144 of
tne Indian Companies Act, 1913 (VII of 1913)”, the words
and figures “section 226 of the Companies Act,- 1956” shall y of 19s6.-
be substituted;

’ _(i’l)-for the words “the other”, the words “the other
auditor or auditors” shall be substltuted
(b) after sub-section (1), the {following proviso shafl :
be inserted, namely:— -
“Provided. that where such other auditor or auditors
are to be elected for the first time after the establishment "

. of the Financial Corporation, the Board may appoint such

" auditor or auditors who shall hold office until the election
is held”.

Insertion of 21, After sectxon 37 of the prmc1pal Act the following section
;’;X section  ghall bhe 1nserted namely:-—
InSpéctitm- o “37A. (1) The Reserve Bank af ahy time may, with . the
B ~ approval of the Central Government,; and on being directed so to..
. . do by that Government shall, cause an inspection to be made by

one or more of its officers of the working of any Financial

Corporation and its books and accounts; and the Reserve Bank .

shall send the report of such inspection to the Central Govern-
ment and to the State Government and shall supply a copy
thereof to the Financial Corporation.

(2) - It shall be the duty of every director or every officer

of the Financial Corporation to produce to any officer makmg h

an inspection under sub-section (1) all such books, accounts and

other documents in his custody or power and to furnish him

with any statement and information relating to the affairs of

the Financial Corporation as the said officer may require of h1m
' Lo within such time as the said officer may spec]fy

v B
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, s (3) Notw1thstand1ng anythmg contamed in the Indian
Lof 1872, Evidence Act, 1872, or in any other:law for thie time being in
. force, no court, tribunal or other authority shall have power to
require the Reserve Bank or any of its officers to produce befor-
such court, tribunal or other authorlty the report.of. the inspee- .
" “tion made by it under sub-sectlon (1) or any copy thereof.

(4) The State Government may, after cons1der1nt, any

report sent to it under sub-section (1), give such instructions

. to the Board as it considers necessary and it shall be the duty
of the Board to comply with such instructions.”.

22, In sub-section (3) of section 38 of the principal Act, foc the Amendmeat
‘words “three months”, the words “four months” shall be substituted. ‘;g section

. 23. In section 39 of the principal Act,— : " Amendment

of section”
(a) in sub-section (1), after the words “the State Govern- 3o

ment”, the words “in consultation with the Reserve Bank” shall
“be inserted;

(b) in sub-section (3), after the words “1ald down by the \
' State Government”, the words, brackets, figures and letter C '

“under sub-section (1) of this section or the instructions given

to the Board under sub- sectxon (4) of- sectlon 37A” shall be.
inserted. ’ '

24, After section 46 of the principal Act, the following sectlons Insertion of

shall be inserted, namely — new sections

C46A.. and.
: , - 46B. 0 .
“46A. (1) Where a Financial Corporation has been estab- Bxtension of
lished for any State and any other State desires that the Finan- L‘;‘“‘g‘:‘“’“
cial Corporation should serve its needs, and the States, after Financial _
consultation with the Reserve Bank, enter intc an agreement g"g‘:ﬁﬁ“on‘
which is published in the Official Gazettes of each of those States, States by'
then the Financial Corporation shall, on’the issue of -a notifica- 28reement. -
tion in the Official Gazette by the Central Government serve the
needs of those States in terms of the agreement

(2) An inter-State agreement among the partlmpatm g States

‘may, as far as may. be, make all such provisions as are referred
to 1n sub-section (2) of section 3A.

46B. The provisions of this Act and of any rules or orders Eﬁ‘ect -
o - . made thereunder shall have -effect notwithstanding - anything g{néstva?s”.'
. ‘inconsistent therewith contained-in any other law for the time
being in force or in the memorandum or. articles of association
of an industrial concern or in any other instrument having effect
- by virtue of any law other than this Act, but save as aforesaid,

PR
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© . Amendment
of section 48.

Shott title
and com~
mencement.

Améndment
of long title.
and pream-’
ble.

Amendment

~ “Insertion of
‘new fection
1A,

_ Securities to

Act “applies.

'ﬁeﬁﬁ‘ym’“ 33/ of 106D,

of section 1.

 which “his’
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“the provisions .of thls Act shall ‘be in: addltlon to, and not in

derogatlon of, any other 1aw for- the tlme belng appllcable to an -

* qndustrlal concern.’

25. In sub-section (2) of section 48, in clause (m), after the woxds
“this Act?, the words “fees for attendmg meetings thereof and the
conduct of business thereat” shall be inserted.

' THE PUBLIC DEBT (AMENDMENT) ACT, 1956
Acr No. 57 OF 1956 _
An Act further to amend the Public Debt Act, 1944.

[16th September, 1956]

WHEREAS in pursuance of clause (1).of article 252 of tke Consti-
tution, resolutions have been passed by the Legislatures of all Part B
States other than the State of Jammu and Kashmir to the effect that
certain matters relating to the public debt.of those States, that is
to say, the matters for which provision is made in the Public Debt

- Act, 1944, should be regulated in those Stateq by Parliament by
 law; - o i

AND WHEREAS in consequence thereof it'is necessary - further to
amend the Public Debt Act, 1944, for the purposes hereinafier
appearing, '

BE it enacted by Parhament in the Seventh Year of the Republic
of -India as- follows: —

1 (D This Act may be called the Pubhc Debt (Amendment)
-Aet, 1956.

(2) It shall come into.force on such date?! as the Central Govern-
ment may, by notification in the Official Gazette, appoint.

-2. In the Public Debt Act, 1944 (hereinafter referred to .as the
‘principal Act), in the long title and the preamble, for the Words

‘and letter “the Union and the Part A States”, the words, “the Gov—
ernment” shall be substituted:

3. In section 1 of the principal Act, sub-section (2) shalt be

omitted.

4. After seclion 1 of the principal Act, t’he following sectlon shall
be inserted, namely:—- .

“1A. This Act applies to Government securities created snd:
issued whether before or after-the commencement of this Act

by the Central Government or a State Govemment other than -.

the Government of Jammu and Kashmir.”

11 5th October, 1956, vide Not1ﬁcat1on No. 8.R.0. 7283, dated the 3rd October, 1956,

Gazette of India, Pt, II, Sec, 3, p. 1712

18 of 1944.

18 of 1944,

18 of 1944.




