
NO. 33 OF 1959 
[5th September, 19591 

An Act further to amend the Banking Companies Act, 1949. 

BE it enacted by Parliament in the Tenth Year of the Republic 
of India as follows : - 

Short title 
1. (1) This Act may be called the Banking Companies (Amend- 

and corn ment) Act, 1959. 
mcncemcnt. 

(2) It shall come into force on such date1 as the Central Govern- 
ment may, by notification in the Official Gazette, appoint. 

2. In section 5 of the Banking Companies Act, 1949 (hereinafter 
Amendlven' referred to as the principal Act), in sub-section (1) ,- t o  of 1949. 
of scction 5 .  

(i) after clause (c), the following clause shall be inserted, 
namely: - I 

'(cc) "branch" or "bmnch office", in relation to a bank- 
ing company, means any branch or branch office, whether 
called a pay office or sub-pay office oi- by any other name, at 
which deposits are received, cheques cashed or rrloneys lent, 
and for the purposes of section 35 includes any place of 
business where any other form of business referred to in suh- 
section (1) of section 6 is transacted;'; 

(ii) for clause (d), the following clause shall be substituted, 
namely: - I 

' (d) "company" means any company as defined in section 
3 of the Companies Act, 1956; and includes a foreign corn- I of 19.3. 
p n y  within the meaning of section 591 of that Act;'; 
(iii) for clause (h) , the following clause shall be substituted, 

namely: - 
' (h) "managing director", in relation to a banking com- 

pany, means a director who, by virtue of an agreement with 
the banking comwny or of a resolution passed by the bank- 
ing company in general meeting or by its Board of directors -- 

1st October 1g:9. Vide Notfn., No. 14 (15)-BC/sg (IV). dt. 23-9-1952, 
S$s Gazette of India, Extraordinary, Pt. 11, Sec. 3(u), p-493. 
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or, by virtue of its memorandum or articles of association, is 
entrusted with the management of the whole, or substan- 

i tially the whole of the affairs of the company, and includes 
a director occupying the position of a managing director, by 
whatever name called;'; 

(iv) clauses (i), (k) and (m) shall be omitted; 

(v) after cleuse (n), the following clause shall be inserted, 
namely: - 

"(0) all other words and expressions used herein but 
I of 1956. not defined and defined in the Companies Act, 1956, shall 

have the meanings respectively assigned to them in that 
Act.". ' 

I 

3. In PART I of the principal Act, after section 5, the following i n s e r t i ~ n  of 
section shall be inserted, namely: - r!e A! sectir,n 

5.4. 

"58. Save. as otherwise expressly provided in this Act,-- A:? 7.-) c;vtr- 
ricic memo- 

(a) the provisions of this Act shall have effect notwiih- :y,:::~i; ,,,. 
standing anything to the contrary. contained in the memo- 
randum or articles of a banking company, or in any agree- 
ment executed by it, or in any resolution passed by the bank- 
ing company in general meeting or by its Board of directors, 
whether the same be registered, executed or passed, i s  the 
case may be, before or after the commencement of ,the 
Banking Companies (Amendment) Act, 1959; and 

(b)  any provision contained in the memorandum, articfea, 
agreement or resolution aforesaid shall, to the extent to 
which it is repugnant to the provisions of this Act, become or 
be void, as the case may be.". 

4. In section 6 of the principl  Act, in clause (b) of sub-section 
of section 6 .  

( I ) ,  for the words "managing agent", the words "managing agent or  
secre1:ary and treasurer" shall be substituted. 

5. In section 7 of the principal Act, for the proviso, the following AI~lcntime;i! 

proviso shall be substituted, namely: - 11 section ;. 

; "Provided that nothing in this section shall apply to- 

(a) a subsidiary of, a banking company formed lor one 
or more of the purposes mentioned in sub-section (I) of 
section 19 whose name indicates that it is a subsidiary of 
that banking company; 



. (b) any association of banks formed for the protection 
of their mutual' interests and registered under section 25 of ,,. 

the Companies Act, 1956.". (.-,< '1;)ef 1956 

I r 

Amendment 6. In section 10 of the principal Act,- C i i  
of section 10. 1 

(a) in sub-section (I) ,-- 

(i) in clause (b) ,  for the proviso to sub-clause (ii), the 
following proviso shall be substituted, namely:- 

"Provided that nothing contained in this sub-clause 
shall apply to the payment by a banking company of- 

(a) any bonus in pursuance of a settlement os 
nward arrived at or made under any law relating to 
industrial disputes or in accordance with any scheme 
framed by such banking company or in accordance 
with the usual practice prevailing in banking 
business; 

(b) any commission to any broker (including 
guaranlee broker), cashier-contractor, clearing and 
forwarding agent, auctioneer or any other person, 
employed by the banking company under a contract 
otherwise than as a regular member of the staff of 
the company; or"; 

(ii) in clause (c), for sub-clause (i), the following sub- 
;;lause shall be substituted, namely:- 

"(i) who is a director of any other company not 
being- 

(a) a subsidiary of the banking company, or 

(b)  a company regictered under section 25 of the 
Companies Act, 1956: I of 1956. 

Provided thnt the prohibition in this cub-clause shall 
not apply in respect of any such director for a temporary 
period not exceeding three months or ~ u c h  further period 
nnt exceeding nine months as the Reserve Bank may 
a1 ow; or"; f 
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( b )  for sub-section (3), the following sub-sections shall be 
substituted, namely:- 

"(3) Where a person holding the oIrice of a chairman 
or director or manager or chief executive officer (by what- 
ever name called) of a banking company is, or has been 
found by any tribunal or other authority (other than a crimi- 
nal court) to have contravened the provision of any law 
and the Reserve Bank is satisfied that the contravention is 
of such a nature that the association of such person with- the 
banking company is or will be detrimental to the interests 
of the banking company or its depositors or otherwise 
undesirable, the Reserve Bank may make an order that that 
person shall cease to hold the office with effect from such 
date as may be specified therein and thereupon, that office 
shall, with effect froln the said date, become vacant. 

(4) Any order made under sub-section (3) in respect of 
any person may also provide that he shall not, without the 
previous permission of the Reserve Bank in writing, in any 
way, directly or indirectly, be concerned with, or take part 
in the management of, the banking company or any other 
banking company for such period not exceeding five years as 
nlay be specified in the order. 

(5) No order under sub-section (3) s h ~ l l  be made in 
respect of any person unless he has been given an opportu- 
nity of making a representation to the Reserve Bank against 
the proposed order: 

Provided that it shall not be necessary to give any such 
opportunity if, in the opinion of the Reserve Bank, any delay 
would be detrimental to the interests of the banking company 

9 / p its depositors. I 

/ 
I 

i (6) Any decision or order of the Reserve Bank made 
~lnder  this section shall be final for all purposes.". 

7, In section 11 of the principal Act,- 

(i) in subsection ( I ) ,  for the words "unless it has paid-up 
capital and reserves of such aggregate value as is hereinafter 
required by this section", the words "unless it complies with such 
nf the of this section as are applicable to it" shall 

substituted; 
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(ii) for sub-section ( Z ) ,  the following sub-section shall be 
substituted, namely: - 

"(2) In the case of a banking company incorporated 
outside Indila- 1 

(a) the aggregate value of its paid-up capital and 
reserves shall not be less than fifteen lakhs of rupees 

- and if it has a place or places of business in the city of 
Bombay or Calcutta or both, twenty lakhs of rupees; and 

(b) the banking company shall deposit and keep 
deposited with the Reserve Bank either in cash or in the 
form of unencumbered approved securities or partly in 
cash and partly in the form of such securities an amount 
which shall not be less than the minimum required by 
clause (a) : 

Provided that any su'ch banking company may a t  any 
time replace- 

(i) any securities so deposited by cash or by any 
other unencumbered approved securities or partly by 
cash and partly by other such securities, so however, 
that the total amount deposited is not affected; 

(ii) any cash so deposited by unencumbered approv- 
ed securities of an equal value."; 

(iii) in sub-section ( 4 ) )  the words "the proviso to" shall be 
omitted; 

(iv) for sub-section (5) ,  the following sub-section shall be 
substituted, namely:- I 

' (5) For the purposes of this section,- 

(a) "place of business" means any office, sub-office, 
sub-pay office and any place of bysiness at which 
deposits are received, cheques cashed. or moneys lent; 

(b) "value" means the real or exchangeable value, 
and not the nominal value which may be shown in the 
books of the banking compny concerned.'. 

Amend~nent 8. 111 section 12 of the principal Act, in sub-section (2), after the 
of section 12. words "exercise voting rights", the words "on poll" shall be inserted. 

Ii~sertiol~ of 9. After section 14 of the principal Act, the following section shall 
new scctioil 
I ,ti\. he inserted, namely: - 

Prohibition "14A. (1) Notwithstanding anything contained in section 6, 
of Ros!ing 
chargc on 110 banking company shall create a floating charge on the imder- 
assets. taking or any property of the company or any part thereof, unleea 





tances relating to such appropriation: 
,( .: , ' , ,  

, . .  .. 
F i i d k d  that the Reserve Bank may,.in ,anyiparticular case, 

e54'ehd :the said ,period of twenty-one dzys b y  such period as  i t  
"'thkks .fit, or condone 'any delay in the making:of such report. 

, . 

18. Every banking company, not being a scheduled bank, 
in in India, by ,way of cash reserve with itself or in 
unt opened with the Reserve Bank or the State Bank 
ny other bank:notified by the ~ & < t r a l  ~overnment  

alf or pa~ t ly  ,in cash with itself and partly in such 
&counts, a sum, equivalent to, at least,. two per cent. 

e liabilities in India .and fiveper cent. of ., its demand 
liabilities in India, and shall submit to the Reserve Bank before 

riday of each week of the preceding ' month: w i t h  , . 

pa$ticulais of its time and demand liabilities' in:India.' on  each ,,,:., tych:Friday, or, if. any such Friday is a public holiday under the 
: ,,,,2,1$&qotiable Instruments Act, 1881, at the close of business on the a6 of 18Br. 

. . , .  . . 

,pre&ding working day. 

Explanation.-In this section and in section 24, "!liabilities in 
&mdia" shall not include- 

B, :: . , . , ,  . . (a) 'the, paid-up capital or the reserves or any credit 
.b$lahce in the profit and loss account of; the- 'banking 
c a h p d y ;  

(b) any advance taken from the Reserve Bank or from 
the State Bank of India or from the Refinance Corporation 
for Industry (Private) Limited, or from any bank notified by 
the Central Government under clause (c) of the Erplana- 

r > ; > , (  ; \ ,  
tion to sub-section (1) of section 42 of the Reserve Bank of 

1 , ) I  India Act, 1934.'. B of 1934. 
5:s' h ,rt.i37tA 

12. In section 19 of the principal Act, in sub-section (I) ,  after the 
of~kksb 3 : wofds "Reserve Bank,", the words "the carrying on of the business of 

'bBdkihg exclusively outside. India, or" shall be inserted. 
. 

endment 13. In ?section B2 of the principal Act,- 
wtian 22. : ! P 

a (i) for sub-section (I), €he following sub-section shall be 
kbitituted, I namgly: - 

1 "(J) Save as breinafter provided, no company shaU 
I carry on banking business in India unless it *holds a licence 
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f$s@ledilikl'thdt behalf b i  the Reserve Ban-Irr and any sucb 
licence may be issued subject to such conditibns as the 1 
Reserve Bank Inay think fit to im'pose.";, 

. , . , . , % . ' a .  , 
,., . > . ., . .. . 

(ii) ' ifi ' ;$-section (2) , in the first pro@so, $or .$be, 
brackets and figure "sub-section (2) ", the words "this section" 

, , .  , . ,  
::;: I. s~al~:.~e:..8~bst.jtuCgd*; , . . % 

(iii) in sub-section (3),  for clauses (a)' and (b) , the f o ~ o ~ a '  
. ;. ,ing: clauses shall :be ..substituted, namely:.- , . . . , 

',, .i . ' " '+ha.f the.. c6mpany is 'or will be in a p&f.tibn to p y  . . 
. : .  ' . ' :.i& 'pres&iitit:..o~ future depositors in full'as thelr'claims agcruej 

(b) that the affairs of the company are not being, or are 
no-t likely to be conducted in a manner d'etrirndntal to the 

' interests of its present or future depositors;"; 

(.iv). for sub-sections (4) and (5), the following sub-sections 
shall be substituted,, namely: - 

" (4) The Reserve Bank may cancel a licence grqnted to 
' a banking company under this section- 

,(i) if the company ceases to carry on banking busi- 
ness in India; or , I 

(ii) if the company at any time fails to complx with 
any of the conditions imposed upon it under sub-s~dion 
(1); or 

(iii) if at any time, any of the conditions referred to 
in sub-section (3) is not fulfilled: 

'Provided that before cancelling a licence under clause 
(ii) or clause (iii) of this sub-section on the ground that the 
banking company has failed to comply with or has failed to 
fulril any of the conditions referred to therein, the Rese~ve 
Bank, unless it is of opinion that the delay will be prejudi- 
cial to the interests of the ~ompany's'de~ositors or the pub.. 
lic, shall grant to the company on such terms as it may 
specify, an opportunity of taking the necessary steps for 
complying with or fulfilling such condition. 

I (5) Any banking company aggrieved by the decision of. 
the Reserve Bank cancelling a licence under this section 
may, within thirty days from the date on which such deei'sion 
;fs communicated to it, appeal to the Central Government. 

i i 

,,.,($I, .Thg decision. of the Centqgl Gwemgnent, W ~ ~ W A ;  : ;~ua  
bppeal has been preferred to it under sgb7se~tion (@) om of 



p$%i;yic"%$ ;, 

~i4~ri . v. For section 23 of the principal Act, the following ddtion shell 
3, b@d~b$ti$d$~d, 'ii.ah&y : - 

''6:",q:..,3<; r '. 
I' 

9 ,> 
'23. (1) Without obtaining the prior pemnbsion 05 the 

*,,-Eyeily~ BY?k--- 
pa! Q, 

a;. (a) no banking company shall' open a new place d4 busi- 
es-? ,,:. ~eps.in, qndia or ,change otherwise than within the same city, 
, : +. ,:i..ki 19x9 0s: village, the location of an existing place of business 

situaty in India; and 

n,jf : I .@) no ,banking comp,any% inporp,orated in Indja shall 
open a new place of business outside India or eha~ge, other- 
wise than within the same city, town or village in any 

lace of business situated in that eountry or @Pea: 

that. nothing ir? this sub-section shd'apply to the 
period not exceeding one month of a terhpo,rary 
ess within: a city, town or vill.ageJ or the environs 

t h e  banking company already has a place 

any permission under this section, the 



,(b):.for the. Enplanationj the! followi 

, 1 ' .  

_ . ~ .  l i  , 

2 oi 1934. the ReseWe..Bmk of India Act, 1.9 
shall be deemed to be cash mainta 

" ..,,, . > . ,  ,;*.. ' . 
' <ui) binsub-sectipn, (31, after tlik' Gords : its f ihe  '&d daamd 

. 
, cfik$iliwb&,,, th$  dB '"ih. .India" &All be, &eehMi. i::; " '  f ;: >; ,", 6: 

,' . . . . ,' l .  ;. 

.(I). and (2), the! 



: .\ 

@$ : ~&&~fNgf&am$pR1~wI:~~w,&~ttt,~tj. j.hP;& <#g 
. . . . . .  

. ,., . . , .... :<.<. :. ..:.; .I i t ;  ( ~ - ) l ~ ~ ~ e r y ~ : ~ ~ ~ ~ ~ ~ ~ ~ . ~ C ~ ~ P ~ ~ i . i p ~ ~ $ ~ ) 1 3 d ~ i ~ ~  *&p month 
. ': ,.' 3 ..: :, 2 @&X&¶@ @&ui o$iex&rq, ~q~&tqy,::g~b~~.i$o+,t~a13~,@a$CrBrt Bank 

<. . e .  
, .. 

i i i,.? :; J :.::a3 r&ug1;1:: ,in tb@kpke;scribed f d.Mrl :.;hdf'I;&&nnw of~: j~I ;~l~.ssets  
. . and liabilities referred to in sub-sytion (I-$..,ais: iat~~theilclose 

of business on the last,, Friday of tpe. previous quarter, or, 
if, that  id^^ is a pdbl$c.., h&lidg$~i,,&6~: yaii.. : i . ~ & k o ~ ~ a a b l e  

Instruments Act, 1881, at the,ct0pel.?& bu@ip@$s jg:n :t$e preced- ad PS I t6r 
ing working day."; 

. . ...:. . . . . . . . .  . . . I '  , < .  ::.: . . ,,. . : : . ., 

(ii) in sub-section (3),  claus'e; (by, ~B'all be Ye-le'ttered as 
.i .: . Ja.kpEi: (c);.:.and the. following .shqll,, be.:. insededtj as clause (b) ,  ... 

namely: - . . ,  . . .  , . , 

. . .  . . .  . . .  
: _ , . .  

....: , . . . .  . . . . . . . . . . . . .  
, : ' ( b )  "liabilities in. India" shall k ~ t '  i.nclqde the paid-up 

, . . ( .  . 
. . .  . . .  ,.. , ,  capital . . . . . . .  , or t he ,  reseries or a q  .credit balwpe, . , .  in the praflt . 

. . .  and l o s ~  account of th.; banking company;'. 
. . .  

, ,. . .. , , 

; $ 7 .  In section 27 of the principal Act, in sub-section (2), for the 
~&o~&"th~classification of advances and investm&ts of banking 
companies in respect of industry, commerck an'i sgr?cultur@", the 
. ~ , ~ ~ ~ s  '.',bhe:..inv.es.t~ents of a;,banking company and the classification 
.:;sf . St6 advance's in respect of industry, commerce: and - agriculture" 
.: sh&Ela bei.substi$uted. , ' . 

. . .  
I 

.! hmrnfimeot 14. In section 28 of the principal Act, for the words and figures 
af section "unher gection 27", the words "under this Act" shall be substituted. 
a8. 

b d m e n t  , 39. Zn section 32 of the. pri3oipad Aot, tor sub-seetion (I), the 
"of mtion - o l l o w i ~  sub-swtion shall b e  substitu~ted, namely:- 

P 3=* 

. , ....... !.?.(I), Where a baplging, company in any yeas furnishes its . . 
. .,. .. .:.. , . . .  J l i .  . . . . . . .  1 

accounts and. . . ba!ance . .. khiet in ,accordapce, .gith the pxyvisions 
i '  of section 31, it shall' at the same time send to the 'registrar I,::. ' : 
1 , .  . r,,.r;>,iq .. ri~.>.. .. + . A  ....... . . . .  three copies ' of such aacounts. and balapce sheet and of. the 
l~ ., . '  ; ..,., :::-:,,;. .\ 

. . . .  . :  , L ,  , ., a.uditor7$ report, and where such copies are so; sent, !id shail not 
~.: i, ,:!.X +.b& fi'&e&t&&*y. fa 'with the r'e,gist~ar, i . ~  ;the. c?qe of a 1. ; :. company, copies of the accounts:$nd b'dzifice sheet 2ndd of the 1 .  : 
, 8 . . .  

..; . .aydit0r7g: i.cc$or$, . and, in: the dase of :a ppkate company, copies 
.. ..! ,!::\&the bd.a,nc;e &@at. :and. bf $he . aud.iton!si. f.'kPo~t,: .as neQuired by ! , ' .  . , 

.. ..; ' $ ~ ~ & ~ @ t i ~ ~ i : 4 l . )  . of s,ection 2Bfj::of the.  Comp+fi~ies~-Act, 1956; and , of 1::; . : . ' .  

.F. - : i . '  ,?fh@.:,,c6@i@s : bent &dl be chargedble w-ith : the saim;e.f fee and .. .Z ,, 
"". I A :: ,?t-. '&al~-! f i~! :d&dlb:.witht -in - a13 raqects. as they,,vers: rned.,$n accord- 

. . .  4$$& Im*& .*%,&ti ~ & ~ , t ~ ~ ~ ; f l ; :  ' . ' . ! , i  . , i ' * . ,  ;.;,,, . . ,  
I ., I : . :  

j.:. , 



shall be added, namely: 

' E ~ p l a n a t i q n . ~ F o u  tee purposes of this $ec;ti?n, +Q, expres- 
sion "barlking com~aqx? shall includ;t-- 

, I * t  .“ 
1 i T  

(.I) in the case of a banking compwy jnaarpnafg@%lr"aut- 
side India, all its branches in India; and , 

($A) in *the ease of a banWqg eorq@@py ineo~p,oyated ik 
Imd&a- 

(p) all its subsidiaries formed fqr the ,@*om of 
~ ~ q y i n g  on the business of banking excl.w\te\$ outside 
India; and 

(b) all its branches whether situateil in. bdia  or 
outside India. 

'21. 'In section '3533 of tHe,prirmcipal Act,- Amendmcpt of aeodm 

(i) in clause (a) of sub-section ( I ) ,  for the words "manag- 33 B. 

ing or whole-time director ur of a director not liabJAe to retire by 
cotation", the ,w~r.ds "managir~g director or any other director, 
whole-hpe or otherwise" shall be substituted; 

(ii) to sub-section ( I ) ,  the following Eqla.nation shall be 
added, namely: - 

' f E x p l m a t i ~ n . ~ F o r  the purposes of this cs~fb-sechion, any 
provision aonferring afny benefit or prov8dlng apy amenity 
or pmquisite, tn w'hatever form, whethkr cdurimg;or ,af,ter the 
termination of the rterm of office of the manager ar the 
chief executive officer by whatever name called or the 
rnianaging director, or any other 'director, ~whol@-tiMi or 5 -,.*~ L 

otheru2ise, shall be deemed to be a provision rel@fi&pAo+*his " ' I $  ,.. 
,: , remuneration.": 

8+m* 
I ( , - - I  

"1 f, / (iii) in sub-seetion (2), for the words, brackets and figures . A , 

**#-- I 
( c j  

i' "apply to a banking company after the commencement of the 
301 r a 6 .  Banlqdng Companies (Amendment) Act, 1956", the following . 

shall be substituted, namely: - 
1 

"apply to any matter in respect of which the ap 'roval 
of the Reserve Bank has to be obtqineil under S*bb&tion 
(1) ". 

st1 22: Id'section 183 of *e 5pfifiDipal. A&, ih elause +bt) 03rsalhdeetion 
11). : Ybr %fie rfigilre$ "C", th f i p u ~ e ~  ,anti letter fC4%Afl ~sha8rbe~substi- of wt1.r 3 , 
kited, " 4 I" w e ,; 2 j' ' " '  '," 














