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'THE*BANKING LAWS. (AMENDMENT): ACT, 1968

No. 58 oF 1968
1;' [28th:-December, 1968]

An Act furthier to amend : the Bankmg Reégulation Act; 1949, so
. as to provide for the extension of social control- overbanks
andfor matters: conuected therewith: orincidental thereto,
and-also further to: amend the: Réserve:Bank: of- Indla Act '
1934, and the State Bank' of- Indlas Acty 1955;

BE it enacted by Parlismeént  in the Nmeteenth Year of the
Repubhc of Ind1a as follows:— :

CHAPTER 1.
PRELIMNARY
1“) 1) 'I‘hls Ae’e may ber called the Bankmg Laws (Amendment; Short title
Aﬂt" 19'68 : I : g S and com-
) ’ mence-

(2) It shall ‘come into -force on such datetas the Central:Govern- ment.
wmient miayy bysnotification:in the Official -Gazette; appeint and differ-

~ent ddtes mdy -berappointeéd-for- différent-provisions-of -the-Act.

CHAPTER II o : -
ANIENDMENTS ‘'To THE BANKING REGULATION ‘Act, 1949

2. In;the. Banking Regulation Act, 1949 (hereinaffer in this Chap~ Amend-

ter-refgsred. to: asrthe prineipal Act), in section 5,— : ment of
section 5,

(iy-after clause (c), the follewmg clause: shall be inserted,
namely:— ; : -

Lo Y(ca):“banking policy” means any. pohcy which is spe-

i e}ﬁed from time .to. time by the Reserve Bank in the inter-

urz-),'gggt} mde S O, 181 dated the 13th ]’anuary, 1969, _Gazette of India, 1969,
1] P 29 ) ’ .
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est of the banking’ system or in the interest of monetary
stability or sound economic growth, having due regard to
the. 1nterests of the depos1tors the volume of deposits and

cation and the ef’ﬁc1ent use of these dep051ts and resources

(1) after clause (g), the following clause shall be inserted
namely:—
‘(99) “managing agent” includes,—

(i) secretaries and treasurers,

(it) where the managing agent is a company, any

“.director of such company, and any, member thereof: who

holds substantial 1nterest in such company,

" (iit) where the managrng -agent is a firm, any part-
-ner of ‘such firm;’; :

namely —_— o o e
o “Prov1ded that the managmg d1recto__, !
powers subject. to the supermtendence control «dnd
tion of the Board of direetors.”; .~ ~ - . 7r %,

_(iv) after clause (n), the follow1ng clauses shall be 1nsert-_

"ed namely —

‘(na) “small—scale industrial concern me’ans an 1ndiis- :

_ trial contern in which the investment in plant and machin~

ery is not in excess of seven and a half lakhs of rupees ot - .

m(such higher amount, not exceedlng twenty lakhs of rupees,
“as'the Central Government may, by notification in the Ofi-

.. “frends in industrial development and.other relevant faqtpg's
(nb) “subsidiary -bank” has the meaning -assigned: to-i

(nc) “substantial interest”,—

(i) in‘relation to a company, means the holdlng of
& beneﬁmal interest by an 1nd1v1dual or his spouse ot
minor child, whether singly or taken together in ' tHe
shares thereof the amount pa1d -up on- which exéeeds five
~Takhs of rupees or ten ‘per cent. of the paid- up capltal
of the company, wh1chever is less; e T

(n) in relatlon to a ﬁrm means “the heneﬁc1al in-
terest held"thérein by an, 1nd1v1dual or “his 'spéuse or
- minor child, whether smglv or taken together which.
represents more than ten per cent. of the total capltal
subscribed by all the partners of the said firm;’.

. (#1) to clause. (h) the followmg prov1so sha.lly be- added,

hall e erc1se his

cial Gazette, specify in this behalf, having regard -"i8: the*

"jn>the State Bank of India '(_Subsidiary:Banks) Act, 19593 - --38 of 1’95’*.'

LR
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3. After section 10 of the principal Act, the followmg sections .
h 1 b o Insertion
shall be inserted, namely: ~ , of new
sections
10A, 108,
10C and
10D.
“10A. (1) Notw1thstand1ng anythlng contamed in any other goard of
law for the time being in force evexy banking company,— - directors
2 to include
persons.
(a) in existence on the commencement of section 3 of }‘gstgofgi’
,; the Banking Laws (Amendment) Act, 1968, or or other
i . . expe-
| | ) rience.

(b) which comes into existence thereafter,
- shall comply with the requirefnents of this: section:
Provided that nothing contalned in this sub section shall

apply o a banking company re‘ferred to in clause (a) for a period-
of three months from such commencement

(2) Not less than ﬁfty—one per cent. of the total number of -
members of the Board of dlre;ctors of a banking company - -shall
- consist of persons who—

~ (a) shall haVe ’speciaﬁ knowledge or practical experiénce
- in'respect of one or more of the following matters, namely:—
(i) accountancy,’
(1) agriculture and rural economy,

(i) banking, |

(i) cmoperation,%
(¢) economics,
i ; .. (wi) finance, - ‘

. (vit) law, ,‘
(viii) small-scale mdustry, oL

(ix) any other matter‘ the special knowledge of and
practical experience m, which would, in the oplmon of
the Reserve Bank be useful to the bankmg company
Prowded that out of the aforesald number of directors,

, not legs than two shall beé persons ‘having special’ knowledge
' ce irl respect of agriculture and rural
ion or, ‘small- scale mdustry, and

| M of Law—58 -
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(b) shall not—

(1) have substant1al 1nterest in, or be conneeted”
with, whether as employee, manager or managing
agent,— _

{i) any company, not being a company register-
ecL unaer_section. 25:0f" the Compames Act 1956 or
(i) any firm, oo

1 of 1956.

. which carries on any trade, commerce or industry and
‘which, in. elther caqe 1s not a small—scale 1ndustr1al con-
- ¢ern, or

(@) be proprietors-of any trading, commercial or
industrial concern, net. bemg a small-scale: industrial
concern, .

{3) If, in respect of any bén-ki-ng' bompany,'_ the require-

“* mierits; as-laid down in sub-section  (3), are not fulfilled at any

time, the Board of directors of'shch' ‘bankingcompany shall re-

- eonstitute, such Board so as to ensure: that the said requn‘ements
are- fulfilled. S .

(4) -If, for the purpose of re- const1tut1ng ‘the Board ‘under

_ ., sub-section. (3), it is necessary tc retire any director or directors,

_the Board may, by lots drawn in such manner as may be pres-

- ¢ribed, decide which director or directors shall cease to hold office

and such decision shall be b1nd1ng on every director of the
: Board. :

| (5) Where the Reserve Bank is of 0p1n10n that the composi~

{ _ tion of the Board of directors of a banking company is such that

. o it does not fulfil the requirements of sub-section (2), it may,

after giving to such banking company a reasonable . opportu-

nity of being heard, by an order in writing, direct the bank-

i . ing company to so re-constitute its Beard of directors as to en-

; sure that the said requirements are fulfilled and, if within two

' months from the date of receipt of that order, the banking com-
pany does not comply with the directions: made: by the Reserve

Bank that Bank may, after determining, by lots drawn in such

. " manner as may be prescribed, the person who ought to be re-

" moved, from the membership of the. Board of directors, remove

L c such person from the office of the director of such banking com-

- bany-and with .a view to- complymg with the provisions of sub-

sec,tlon (2), appomt a su1table persan as a membper of the Board

- of dlrectors in. the, place of. the person.so removed whereupon

~ the person so appointed shall be deemed to have been- duly elect-
ed by the bankmg company as 1ts director.

#

L
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- (6) Every appointment, - nemoval 10‘r~'ﬂre—cons;titution duly )

‘made, and every election duly‘held, under this -section ‘shail be
“final and shall fot be called “irito questlon in any court.

(7) Every director elected or, as the case may be, appomted

‘under this section shall hold office until the date up “to ‘whicl: his
- predecessor would have held office, if the election had not been

held, or, as the case may be, the appointm‘e-n"t‘-had‘n‘cl‘)tibeerifméide.

“(8) No actor proceeding’ of the'Board ‘6f directors of a bank~
‘ing ‘company shall be invalid by reason: only of iany defect in the

' composition thereof or on the ground that it is subsequently dis-

covered that any of its members-did not fulfil the requ1rements

“of this sectlon

10B. (1) Notwithstanding anythmg contalned in any -law for

.the time being in.force or.in gny eontract te the. contrary, every

banking company .in existence on the commencement of section
3 of the Banking Laws (Amendment) Act, 1968, or which comes
into existence thereafter shall have a chairman of 'its Board of
directors who shall be entrusted with the management of the
whole of the affairs of the bankmg compdany:

Provided that the chairman shall exercise h1s powers sub-

.iGCt to the supemntendence control and dlrerhon of the Board

of directors:

Provided further that nothng in this sub-section shéll apply
to a banking company in ekistence gn the commiencement of the

* ssaid section- for ‘a perlod ‘of thnee months frem such commence-
- mernt. & : C :

- (2) Every chafrman of the Board of d1rect0rs of a bankmg
company shall be ia the Whole~t1me employment '6f such - .com-
pany and shall hold effice for :such period, not exceeding five

. years, as the Board :of/ d1rectors may fix, but ghall,-subject to the
- provisions of this: eectmn be. ellglble for re- eleLtlon or re- appomt~

"~ment' : i }

Prov1ded that nothmg in ‘bhls sub section shall be coné’crued

' as prohibiting a cha1rman ‘fromt being a director of & subsidiary

' of the banking company or aidirector of a cempany Tegrstered

under section 25 of 'the Com’__pa hies Act 1956

(3) Every person .holding’ofﬁce on the commenccment of

" section 3 of the Banking. Laws: (Amendment) Act, 1968 as mana-
*gln.c; director of a-banking eompany shall—— .

(a)~if there-is a Chan'man of its Boa1d of dmectors,
acate office -on such _C@r@mencement Qr - .

Banking
company
to be
managed
by whole-
time )
chairman.
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(b) if there is no chairman of its Board of directors,

vacate office on the date on which the,chairman of its Board

. of directors is elected or appointed in accordance with the
provisions of this section.

" (4) Every chairman of the Board of directors of a banking
company shall be a person who has special knowledge and prac-
tical experience of— -

(a) the working of a banking company, or of the State

Bank of India or any sub51d1ary bank or a financial institu-

tion, or

(b) financial, economic or bu<in'ess'administrati-on:_

Provided that a person shall be disqualified for being a

‘chairman, if he—

(a) is a director of any company other than a'company

referred to in the proviso to sub-section (2), or

() is a partner of any firm which carrles on.any trade,
- business or industry, or -

(¢) has substantial" interest -in any other company or
firm, or

- (d) is-a dlrector manager managing agent partner or

proprletor of any trading, commercial or industrial concern,
or. : : :

(e) is engaged in any other business or vocation.
(5) A chairman of the Board of directors of a banking com-
pany may, by writing under his hand addressed to the company,

© ‘resigh ‘his office but shall contlnue in ofﬁce until his successor
-assuines office. : S

: (6) Wlthout pre]udlce to the prov131ons of "ectlon 36AA
where the Reserve Bank is of opinion that any person who is, or

. has been elected to be, the chairman of the Board of direators of:

a banking company is not a fit and proper person to hold such

- office, it may, after giving to such person and to the banking com-
‘pany a reasonable opportunity of being heard, by order in writ-

- “ing, require the banking company to.elect or appoint any other
person as the chairman of its Board'of directors and if. within
... a period of two months from the date of recelpt of such order, the
- banking company fails to elect or appoint-a suitable* person as the
chairman of its Board .of directors, the Reserve Bank may, by
~order, remove the first-mentioned person from the office of the

" chairman of the Board of directors of the banking comvany and
appoint a suitable person in his placg whereupon the-person so
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appointed shall be deemed to have been duly elected or appoint-
ed, as the case may be, as the chalrman of the Board of directors
of such banking company and any person elected or appomted
as chairman under this sub-section shall hold office for the resi-
- due of the period of’ office of thé person in whose place he has
! been so elected or appointed.

(7) The banking company and any person against whom an
order of removal is made under sub-section (6) may, within
thirty days from the date of communication to it or to him of the
-order, prefer an appeal to the Central Government and the deci-
sion of the Central Government thereon, and subject thereto, the
order made by the Reserve Bank under sub-section (6), shall be
final and shall not be called into questlon in any court.

€3] Notwlthstandlng anythl.ng- —eontalned in this section, the
Reserve Bank may, if in its opinion: it is necessary in" the public
_interest so “to - do, permit the chairman to undertake such part-
time honorary work as is not hkely‘ to interfere w1th his dutles
as °~uch chalrman !

(9) Notwithstanding anythmg contamed in this section,

~ where a Pperson. appomted as chalrm n dies or resigns or is by

"'_1nﬁrm1ty or otherwise rendered mcapable of carrying out his

" duties or is absent on leave or otherw1se in circumstances not

-involving: thé vacation of his- office,. 1§;he banking company may, .

with the approval of the.Reserve Bank; make suitable arrange-

~.ments.for carrying out the duties of chalrman for a total period
“not exceedlng four rnonths - az T |

“10C. Any director or - chalrman gppomted by the Reserve Chairman
Bank under section 10A or section 10B, as-the case may be, shall lo)ﬁrect
not be reqmred to hold quahﬁcatlon shares 1n the banking com- app&u?tgd
: S ) o R - ~ hy the
pany ' ; , . . E - : eserve
‘Bank not
to be
I L required
to hold
qualifica-
N tion -
h ) shares.

. i - .

- 10D. Any -appointment or removak of a dlrector or chalrman Provisions

in pufsuance of-section 10A or section} 10B shall' have effect and ‘1’5 ie(:;%ns
any such person shall not be entitled: to claim ény compensation 10B to

- for: the loss, or: termmation of office, ;notwitlistanding- anything oY°T; ride

.all other
" -contained-in any:-law or in any contrhct memm andum or arti- lav\;s. ; '
) . contracts,

s rélés of: assomatmn B J o ete.
5 \
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4 In sectlon 186 of the prmmpal TAct, after sub sectmn (2), the

fo]lowmg sub=section shall be mserted, namely -

V :“\,.(«3,) Nothing in v.sub-,-seet*idr;i 1) .shall nappf]fsy 40, or in rela-
tion to, any director appointed? by -the Reserve.Baik.”.

8. For section 20 of the prmclpal Act, the fellowmg seetion shall

be substxtuted namely —

20. (1) Notwithstanding-anything-to ﬁ:he -contrary contained
shall,—

n seetlon 77 -of the . Compames Aot 1856, no-- bankmg ‘company

- o) grant arny - loans m; advances 163: § fthe s“ecunty of its
..OWnA shares, AQr ; -

’ (b) enter into any. comm1tment for grantlng any ~loan
~or advance to or on behalf of—

(). any(of its .dmectors

(u) ‘any firm in thch any. ot its dlrectors is inter-
' ested as partner, manager empldyee or guarantor or

«(#it) any ‘compan: .

n@t being a- SlIbSldlary of the
' panking ‘company <ot i@ e

mpany registered -under sec-

1-of 1958,

tion “25 .af ‘the Compames Adt,~1956, -or a“Government 1 of 1556

company) of which any -of tthediredtors of *the banking
company is a’ dlrector ‘managing agent, manager, em-_

. ‘ployee “or guaranﬁer er in- whxch ‘he hdlﬂs substannal
interest ‘or 5 :

(w) any 1nd1v1dual in respect of whom any- ;@f 1ts~

directors is a partner .or guarantor.

(2) Where any loan or advance granted by a banking com-
pany is such that a commitment for granting it could not have
been made if clause (b) of sub-section (1) had been in force
on the date on which the loan or advance was made, or is

- -granted ‘by “a ‘banking rcompairy after the ccommencement of
- gecfion 5 of the Banking Laws {Amentnrent) sct, 1968, but in
' :pursuance-of a-committient :entered -infio ‘before such commence-

‘arrent; steps shall be takeh to recover the amounts-due ‘to the
bamkmg leomparny . on -account zof- the lodn ror advance 'together
with interest, if any, due thereon within.’ thetpzema*d»stxpulaaized at

g_r

58 of 19¢
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; ‘ o the;time ob¥he grant of the Ioan or. @vance, or. where no such * .
penod has been stlpulated before thp. expiry of one. year, fmm o
“'the commencement of the said sectlon 5
Provided that.'the Reserve. Ban];: may, in. any, case, om an
, apphcatlon in wntlng made to“it by the bankmg company,
~* tHi§ behalf; extend the. period for 1e récovery, of thie loan. ar
. advarice until such daté, not being a date beyond the period of
" thiree years from the commencement of the said section 5, and

subject to such terms and’ conch‘uonss as the Reserve ‘Bank may
deem fit: { .

- Provided further- that this sub?s'ectfcm shiall not'- apply it
and when the director concerned vacates:the- office” of* the- direc-
- tox: of: the: banking: company,. whetﬁw bys death;\ vetirement, ye- .
mgna,tmn ori atherwises S

(3 No Ioan or. advance, referned ta. in. sub-sectlon (2), or

. any part thereof shall be remitted ithout. the previous approv-
“ al*of' te Reserve Bank; and’ any rem1ss1on Wlthout such -approv-
al shall be void and of no effect.

(4 Where any- loan or advan¢e referred to in sub section

(2‘), payabIe by any person, has not been repaid to the banking

cempany within "the period spécified’ in that sub-section, then,

suck person shall, 1f‘ He is a director of such lrankihg company

on the date of the expiry of the sald‘period, be deemed to have
vacaﬁe&th;sp office: ag: sueh on the: saz:lf datg.

Emplanatwn-——ln this sectmn— “ ,_3 -
~ (@) “loans or -advaned’ sh!al 3. n@t mclud@ any transac-
- '-tftm. whichs the: Reserve: Bantk:thay, hawings regard . to the .
"’ nature- of the: transaction; the: period! within .. which, and
- the manner- and: emrcumstaneesaém which; any ammount due.
on-accound ofthei tramsaction: 15 Hikely torbe realised, the
" interest of the depositors:andf dtlier: relevant cousiderations,
-speeifyr by general: or: speeials ofder: as nok: bemg: a’loan or
advance for the purpose of th1§ section: .

(b “director” includes. a mberLoitany Board or com- -
: mittee ire. Endia. constituted: by kb hanking campany: for = the
- purpese: of* managihg; or for the purpose:of adwising it in

regard to the management of,

(5) If any guestion-arises. whether any tramsaction.is a-loan
Cari advanee:for: the purposes: of. thisisection, it. shall hew referred.
to the Reserve Bank whsse dﬁe:l.sw thereon shall, he ﬁnak’

RTINS -To% |
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Ametnd-f ’ "_ 6. In sectlon 21" of the pnncl yal” Act in sub-sectlon (1),’ after
et the words “in the- interests of deposators “the words “or banking
21. policy” shall be inserted. ‘ T
, AmetndE o In section 24 of the prmc1pa1 Act, in sub sect1on (ZA), in sub-
- g’ggaog clause (iit) of clause (b), for the words “any balances mamtamed
24, by a scheduled bank w1th the State Bank of India”, the words “‘any
balances- incurrent account maintained in Ind1a by a scheduled '
bank with the State Bank of Indxa” shall be substltuted
- Amend- 8. In section 30 of the principal Act—
’;‘ei’ifo,‘if - .. (a) for sub-section (1), the followmg sub-sectlon shall be
80. _ substituted, namely: — S .
' “(1) The balance-sheet and, proﬁt and loss account pre-
pared in accordance with section 29 ‘shall be audited by a
_ . person duly qualified under any law for the t1me ‘being in
! : force to be an audltor of companres :
- (b) after sub- sectlon (1), the followmg sub—sectlons shall
be mserted namely — R -
“(14) Not\mthstandmg anythlng contamed in any law
S for the time bemg in force or in any contract to the contrary,
L 'V .every bankmg company - shall before appomtmg, re-appoint-
: . imgor removing any audltor or audltors obtaln the prevmus
o : L approval of the Reserve Bank b : o
(1B) Without pre]ud1ee to anythmg contalned in' the
Companies Act, 1956, or any other law for the time being 1 of 1956.
} ; ' o ~ in force, where the Reserve Bark is 6f opinion ‘that it s S
[ o -+ ..~ necessary in the public interest or in the interests of the
' - banking company orts. dep051tors so to do, it may direct the
-auditor of the banking-company to audit the accounts of the -
; “banking :company in relation to any transaction or class of
“tramsactions specified in the erder, and. the auditor shall-
-0 - comply with such. directions and make a report.of such audit
' , sooracitethe Reserve Bank and forwardxa copy thereof to the com-
! N T pany e L T e Do :
s - <o 1o (1C) The. expenses of,ﬁor incidental to; the aud1t of the
transactlon or class of tran%actitbns spec1ﬁed 'in the order
“made by the ‘Reserve Banl; shall be borne by the bankmg
. ,company % . - :.;5 .
, Amend- 9 In sectlon 34A of the pr1nc1§a1 ‘Act,in sub-section ' (3), the
me?it of words brackets and ﬁgures “as definéd in the State Bank of India
saeﬁ&‘on (Subsid1ary Banks) Act; 1959” shéﬂ be omiitted. s~ I U 0 88 of 1989,

et e A e s




or 1968)

10. In section 35A of the prlnc1pa1 Act, in sub-section (1), after
clause (a), the following clause shall be inserted, namely: —

“(aa) in the interest of banking pelicy; or”.

11. In section 35B of the principal Act,—
(a). in sub-section (1),—

(1) in clause (a), for .the words “appointment or re-
appointment or remuneration of a”, the words “appointment
or re-appointment or termination of appointment or remu-
neration of a chairman, a” 'shall be substituted'

(i1) for clause (b), the- follow1ng clause shall be substi-
tuted, namely:— :

“(b) no appomtmeht 'or> re-appo1ntment or termi-
nation of appointment of a chairman, a managing or
whole-time director, manager or chief executive officer
by whatever name called; shall have effect unless such

Banking Laws (Amendment) 453

Amend- -
ment of
section. .

Amend-
ment of
section
358.

appointment, re-appomtment or terminatiom of appomt-.

ment 1s made with the! ‘previous approval of the Reserve
Bank. .

. ‘g-,- .

(i%) in the Eocpla’natton,?for the words “of the mana-
ger”, the words “of the cha\1rman or the manager” shall be
'-subst'i'tuted' : ﬂ g ]
(b) in sub-sect1on (3) for . the Words “as.a managing or
whole-time director”, the words “as chairman or a managing or
whole-time director” shall be s bstituted and for the. word
“appointment”, wherever it occurs, the words ¢ appomtment or
re- appomtrnent” shall’ be substltuted S

12. In section 36. of - the pr1nc1pa1 Act in ',,sub-sectien‘.;(’l); in
clause (d),—

(i) for the HWOI'dS and figures {f‘during .the. - course, or. after
the completion, of any inspection of a banking company under
section 35, the words “at any time, if it is satisfied that in the
public interest or in the interest of banking policy or. for prevent-
ing the affairs of the banking company being conducted in a
manner detrimental to the 1nterests of the banking company or
its depositors it is necessary so t0 do,” ‘shall be substituted;

(1) in sub- clause (v), the Words*“m consequence of the state
of affairs dlsclosed dur1ng or by the 1nspect10n” shall be omitted.
1 M of Law—>59

Antendﬁ :
ment of

-section 36.

Bt
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13. In section 36AA Of the \principal Act,— o )

(a) in sub-section (I), for the words “any director,”, the
words “any Cha'irman, dire-’cgtor,n shall be Substituted;

(b) in sub-section (2),—

(i) for the words “unless the director”, the words “un—
less the chairman, director” shall be subs tlfuted

(i) in the. prov1so—.:

() for the worﬂs “the director or, as-the. 'case may
be, chief executive officer”, the words ‘“the -chairman or,

as the case may be, director or chief executive officer”
shall be: subst1tuted

-
T e .

(b) in clause (a) for the words act ag such- dlrec-

tor”, the words “act as such chairman or director” shall
be substituted;

, -(c) in sub-section . (4), =

(4). for ‘the words’ “ax director”, where they occur for the
first time, the words “a’ chalrman d1rector” shall be substi-
1 stuted; 4
(ii) for the words * ‘a director or, as the case may be,”, -

-the words *“a chalrman or, as the case may be a director”
shall be substituted; - . ' :

vt

(d) in sub-section (6) fof the words “the dl'reétor”, the words.
_ “the chairman or director” shall be substituted;

_ (e) in “sub-section 7y, er the words “director  or chief
_ executwe officer”, wherever they occur, the words “chairman,
. d1rector or chief executive ofﬁcer” shall be substituted.

14 In section 36AB of 'the pr;nc1pal Act, in sub-section (1), for | .
the words “opinion that”, the wox‘ds ‘opinion that in the interest of

‘batiking policy or in the pubhc mterest or” shall be substituted.

15. After Part ITA of the pnncﬁpal Act the followmg Parts shall

'be inserted, namely —

PARZI.‘ IIB
PROHIBITION OF CERTAIN ACTIVITIES IN.RELATION TO.
L . BANKING. glOMPANIES
: -'~36AD (1) No person shall-»—
' (@) obstruct any person from lawfully entering or leav-

ingrany office or place of business of a bankmg company or .
from carrying on any busmess there, or
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(b) hold, within the officé or place of business of any

- banking company, any demonstration which is viélent or

which prevents, or is calculated to prevent, the transactlon
of normal business by the bank1ng company, or

(¢) act in any manner caleulated. to undermine the cor-
fidence of the depositors in the banking company.

(2) Whoever contravenes any provisien -of sub-seetion (I)
W1thou;/any reasonable excuse shall be pumshable with impri-
sonment for a term which may extend to six months, or with
fine which may extend to one thousand Tupees, or w1th both.

(3) For the purposes of this sectlon “bankmg company”
- includes the Reserve Bank, the Industrlal Development.Bank of
. India, the State Bank of India, and, any subs:daary bank

PART IIC

ACQUISITION oF THE UNDERTAKINGS . oE* BANKING COMPANIES IN
CERTAIN CASES ; e

36AE. (1) If, upon receipt of alreport from . the Reserve Power of

Bank, the Central Government is satisfied’ that & bankmg com- Geniral
pany— ? o ment to

- B ! , - R aequire
7 (@) has, on more than one ofigcasion failed to comply ltl:lg:?;s of
W1th the directions given to it in }ertmg under - section 21 banking
companies
- or section 35A, in so far as such directions relate to bankmg in cortain
pohcy, or | . _cases,
(b) is bemg managed in a manner detr1menta1 to the
interests of its depositors,—

‘a and that—-

(i) in the interests of the deposltors of such banking
company, or - T : g S

i

(n) in the interest of bankmg pohcy, or

(ti) for the- better prowsmn of :credit: generally er of
‘credit to any particular section of the community or in any
partleular area, - :

it is necessary to acquire the undertakmg of such bankmg com-

pany, the Central Government may, after such “consultation

with the Reserve Bank as it thinks fit; by, notified order, acquire

the -undertaking of such company .(her: hafter referred to. as

the acquired bank) with effect from. suc ate ‘ag may De-speci-

fied in this .behalf by the Central GOvernment (helemafter .
referred to as the appointed day): . ‘

S S T
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Provided that no undertaklng of any banking-company shall
“be so -acquired unless such bankmg company has been given a

reasonable opportunity of showmg cause agamst the proposed
action, !

Explanation.—In this Part _

(a) “notified order” means an order pubhshed in the

Ofﬁc1a1 Gazette;

(b) “undertaking”, in relation to a banking company
1ncorporated outside India, means the undertakmg of the
company in India,

(2) Subject to the other provisions contained in this Part,
on the appointed day, the undertaking of the acquired bank and
all the assets and liabilities of the = acquired bank shall stand
transferred to, and vest in, the Central Government.

(3) The undertakmg of the acquired bank and its assets and

liabilities shall be deemed to include all rights, powers, authori-

- ties and privileges and all property, whether movable or immov-

able, including, in particular, cash balances, reserve funds, in-

vestments, deposits and all other interests and rights in, or

arising out of, such property as may be in the possession of, or

- held by, the acquired bank immediately before the appointed

day ‘and all books, accounts and documents relating thereto, and

. shall also be deemed to include all debts, liabilities and obliga-
N tions, of whatever kind, then existing of the acquired bank.

(4) Notw1thstand1ng anything contained in sub-section (2),~

the Central Government may, if it4s satisfied that the undertak-
ing of the acquired bank and its assets and liabilities should,
instead of vesting in the Central Government, or continuing to
so vest, vest in a company established under any scheme made

~ under this Part or in any corporation (hereinafter in this Part
and in the Fifth Schedule referred to as the transferee bank)
that Government may, by order, direct that the said undertak-
“ing, including the assets and liabilities thereof, shall vest in the
transferee bank either on fhe publication’ of the notified order
or on such other date as may be SpeCIﬁed in this behalf by the
Central Government.

(5). Wh‘ere the undertéking of the acquired bank and the
. assets and liabilities thereof vest in.the transferee bank under
~ sub- section (4), the transferee bank shall, on and from the date

~ of such vesting, be deemed to have become the transferee of the
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acquired bank and all the rights and liabilities in relation to the
. acquired bank shall, on and {from the date of such vesting, be

deemed to have been the rights and liabilities of the transferee
bank.

{ -
“(6) Unless otherwise expressly provided .by or under this

Part, all contracts, deeds, bonds, agreements, powers of attorney, .
grants of legal representation and other instruments of whatever
nature subsisting or having effect immediately before the ap-
pointed day and to which the acquired bank is a party-or which
are in favour of the acquired bank shall be of as full force and
effect against or in favour of the Central Government, or as the
case-may be, of the transferee bank, and may be enforced or -°

. acted upon as fully and effectuglly as if in the place of the ac-
" quired bank the Central Government or the transferee bank

_ had been a party thereto or as if they had been issued in favour .

- -of the .Central Government. or the transferee bank, as the case -

--may be, : -

/;.

(7) If, on the appointed day,§ any sult appeal or other pro-

: ceedmg of whatever nature is perrding by or against the acquired

bank, the same shall not abate, be discontinued or be, in any

way, prejudicially atfected by réason of the transfer of the

undertaking of the acquired bank or of anything contained in

this Part, but the suit, appeal or other proceeding may be con-

N tmued prosecuted and enforced by or against the Central Gov-
- ernment or the transferee bank aé the case may be.

3-

-:36AF. (1) The Central Government may, after consultation

Po f
with the Reserve Bank, make a scheme for carrying out the pur- thew%'ex?- )
.- poses of this Part in relation-to ang acquired bank. gl;ilm%g}c"

2) In part1cu1ar and without? preJudme to the generality szhg;?l}éf’
- of "the foregoing power, the said sch&eme may provide for all or
~any of the following matters, name},y —

. © - (a) the corporation, or the ! {company incorporated for
the purpose, to which the undertakmg including the pro-
‘perty, assets and liabilities of the acquired bank may be
transferred, and the capital, con§t1tut10n name and office
thereof; -

(b) the constitution of the first Board of management
(by whatever name called) of the: transferee bank, and all
guch matters in connection therew1th or incidental thereto
as the Central Government may cbn51der to be ' necessary .
or expedient; :

. - z . E——
t . :
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(c) the continuance of the services of all the employees

of the aecquired bank (excepting such of them as, not being

workmen within the meaning of the Industrial - Disputes
. Act, 1947, are specifically mentioned in the scheme) - in ‘the 14 of 1947.

Central Government or in the transferee bank, as the case

may be, on the same terms and conditions so far as may be,

as are specified in clauses (%) ’and (3) of sub-section (5) of
’sectlon 45; ;

(d) the continuance of the rlght of any person who on
the appointed day, is entitled- 1;0 or is in receipt of, a pension
_ or other superannuation or 00mpassmnate allowance or
. ,’ - benefit, from the acquired bank or any provident, pension or
P .-other fund or any authority admlmstering such fund; to be
- paid by, and to receive from, the Central Government or the
) -~ transferee bank, as the case may be, or any provident, pen-
sion or other fund or any’ ahthorlty .administering  such
fund, the same pension, allowance or benefit so long ‘as he
observes the conditions on whlch the pension, allowance or
~ benefit was granted, and if ainy question -arises whéther he
~ has so observed such cond1t1qns the question.shall be deter-
. mined by the Central Government and -the decision of the

Central Government thereon shall be final;

(e) the manner of payment of the compensation payable

o in accordance with the provisions of this Part to the share-
“holders of the acquired bank, or where the acquired bank is

a banking company incorporated outside India, to the ac-

-quired bank-in full satlsfact on of their, or ag thecase may

- be; its, cla1ms, : 4

(f) the pr0v1s1on if an? for completlng the eﬂectual

. transfer to the Central Government or the transferee bank
‘of any asset or any liability] which forms part of the under-
taking of the acquired bank in any country outside India;

(g) such incidental, cpnsequential and supplemental
‘matters’ as may be necessay to secure that the transfer of
the business, property, assefs and liabilities of the acquired

" bank to the Central Goverriment or transferee bank, as the
case may be, is effectual ahd complete.

(3) The Central Government may, after con‘sultatlon with
~ the. Reserve Bank by not1ﬁca11on in- the Official Gazette add-
. to, amend or vary any scheme ade under this section.

(4) Every scheme made

. ander this:\section»f sha=11 be pub-
lished in the Official Gazette. : e

e ———

¥




- oF 1968]

(5) Copies of every scheme made under this section shall

be laid before each House of Parhament as soon as may be after
1t is made,

(6) The provisions of this Part,and of any scheme made
“thereunder shall have effect notw1thstand1ng anything to the
contrary contained in any other provisions of this Act or in any

other law or any agreement, award or other 1nstrument for the
time belng in force. :

(7) Every scheme made underithis section shall be binding
on the Central Government or, as the case may be, on the trans-
feree bank and also on all members, creditors, depositors and
~employees of the acquired bank and of the transferee bank and
on any other person having any ri’ght liability, power or func-

tion in relation to, or in connection with, the acquired bank or
the transferee bank, as the case may be.

36AG. (I) Every person who, ’ immediately before the ap-
pointed day, is registered as a holder of shares in the acquired
~bank or, where the acquired bank:is a banking company incor-
ported outside India, the acqulred hank; shall be given by the
Central Government, or the transferee bank, as the case may be,
~ such compensation in respect of the transfer of the undertaking
- of the acquired bank as is determined in accordance w1th the

principles contalned in the Fifth Schedule

* (2) Nothing contained “in sub-*s(pctlon (1) shall. affect the
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~“ompen-
sation to
be given
to share-

Holders
of the

acquired

bank.

- rights inter se between the holder of any share in the acquired

bank and any other person who may have any interest in such
shares and such other person shall pe entitled to enforce his in-
terest against the compensation- awarded to the holder of such

share, but not against the Central Government or the transferee
bank.

(3) The amount of compensatmn te be given in accordance
with the principles contained in the Fifth Schedule shall be
determined in the first instance by the Central Government, or
the transferee bank, as the case may be, in consultation with
the Reserve Bank, and shall be offered by it to all those to

" whom compensation is payable under sub sectlon (H in full

-satisfaction thereof. : o

(4) If the amount of compensation offered in terms of sub--

section (3) is not acceptable to any ;person to whom the compen-
- sation is payable, such person may,;before such date as may he
notified by the Central Government in the Official Gazette,
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request the Central Governmént in writing, to have the matter
referred to the Tribunal const1tuted under section 36AH.

(9) If, before the date notified under sub-section (4), the

. Central Government receives requests, in terms of that sub-

section, from not less than one-fourth in number of the share-
holders holding not less than one-fourth in value of the paid-up
share capital of the acquired bank, or, where the acquired bank
is a banking company incorporated outside India, from the ac-
quired bank, the Central Government shall have the matter
referred to the Tribunal for decision.

(6) If, before the date notified under sub-section (4), the

section (3), and where a reference has been made to the Tri-
bunal, the amount determined by it, shall be the compensation

payable under sub-section (I) and shall be final and binding
- on all parties concerned. oo

36AH. (I) The Central Government may, for the purpose of

_this Part, constitute a Tribunal.which shall consist of a Chair-
.man and two other members.

" (2) The. Chairman shall be -a'person who is, or has been, a
Judge of a High Court or of the ‘Supreme:-Court, and, of the two

~other members, one shall be a person who, in the opinion of the

Central Government has had experlence of commercial banking
and the other shall be a person who is a chartered accountant

within the meaning of the Chartered Accountants’ Act, 1949.

(3) If, for any reason, a vacancy occurs'in the office of the
Chairman or any other member of the Tr1buna1 the Central
Government may fill the vacancy by appointing another person

~ thereto in accordance with the provisions of sub-section (2), and
- any proceeding may be continued before the Tribunal, so con-
stituted, from the stage at which the vacancy occurred.

(4) The Tribunal may, for the purpose of determining any

- . compensation payable under thig Part, choose one or more per-

song having special knowledge ‘or experience of any relevant
matter to assist it in the detern;rination of such compensation.

36AI. (I) The Tribunal shall have - the powers of a civil

_court, while trying a suit, under the Code of Civil Procedure,

1908, in respect of the followmg matters, namely: —

Central Government doés not receive requests as provided in
“that sub-section, the amount of compensation offered under sub-

38 of 1949.

5 of 1908.

(a) summoning and enforcmg the attendance of any

person and examining h1mx on oath;
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(b) :reduiriﬁ/g ‘the discovery -and. production -of -docu-
~ments; ‘ !

(¢) receiving evidence on aﬁ‘ldéiVits;'

(d) issuing compissions for the examination of wit-
. nesses or documents. :

(2) Notwithstanding anything conté\ined in sub-sectio'n (D),
or in any other law for the time being in force, the Tribunal
shall not compel the Central Governme it or the Re_serye Bank,—

(2) to produce any books of account or other documents
which the Central Government, or the Reserve Bank, claims
‘to be“of a confidential nature; . SRR

' (b) to make ‘any such books or doguments_‘part of the
-~ record of the proceedings before the Tribunal; or

A (¢) to give inspection of any -sﬁ}ch books or documents
to any party before it or to any otheir person,

‘36AJ. (I) The Tribunal shall have i)ower to regulate its
-own procedure. : : ;

i

(2) The Tribual may hold the whol
quiry in-camera. AR i

(3) -Ar_;y clerical or arithmetical errd‘%‘r in' any order of the
. Tribunal or any error arising therein frdm-any accidental slip
or omission may, at any time, be cori*e%ted by the Tribunal

- either of its own motion or on the appli_n_cat_iqn of .any of the
o opartfes” ' v :

16, Section 39 of the principal Act shall be%-_re-numbe’red as.: sub-
section (1) thereof, and after sub-section (1) as so re-numbered, the

following sub-section shall be, and shall be deemed always to have
‘been, insérted, namely:— ' - S

“(2) Subject to such directions as may be made by the ‘High

- Court, the remuneration of the official liguidator - appointed

~.. under this section, the cost and expenses of his establishment

and the cost and expenses of the winding upishall be mét out of

the -assets of the banking company which ig being wound up,

- and notwithstanding anything to the contrary’ contained in any

otherlaw .for the time being in force, . no fe%s shall be payable

to the Central Government, out of the asséts of the banking
company.”, Lo

1 M of Law—60 -
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" Insertion . 17 After section 47 of the

. of new _shall be inserted, namely:= -

REPE
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3

issrinc_ipal Ac‘ﬁ, the following section

“47A. (1) Notwithstanding anything contained in section 46,
if a contravention or default of the nature referred to in sub-

- . section (3) or sub-section (4) of 'section 46, as the case may be,

is made by a banking company, then, the Reserve Bank may
impose on such banking company—

(a) where the contravention is of the nature referred to

in sub-section (3) of éection 46, a penalty not exceeding

" twice the amount of the deposits in respect of which such
. contravention was made; - o

(b) where the conif;rav_ention or default is.of the nature
referred to in sub-section (4) of section 46, a penalty not
exceeding two thousah}i rupees; and where such contraven-
tion or default is a coptinuing one, a further penalty which

. may extend to one hundred rupees for every day, after the
first, during which the contravention or default continues.

1 S
(2) For the purpose of adjudging the penalty under sub-
section (I), the Reserve Bapk shall hold an inquiry in the pres-

cribed manner after giviné the banking company a reasonable
opportunity of being heard. = : -

(3) While holding an ir_i{_quiry under this section, the Reserve
Bank shall have power to summon and enforce the attendance

- ‘of any person to give evidence or to produce any document or
. any -other thing which, in tHe opinion of the Reserve Bank, may
- be useful for, or relevant to, the subject matter of the inquiry.

S

" (4) No complaint shall ibe filed against any banking- ~com-

" pany in any court of law 1q respect of any contravention or

)

..-'default in respect of which any penalty has been ir_hpdéeii_ by the
‘Reserve Bank under this sedtion. L

(5) Any penalty imposed by the Reserve Bank under this

section shall be payable within a period of fourteen days from

- “the date on which hotice issied by the Reserve Bank demanding
~.--payment of the sum is served on.the banking company and in

the event of failure of the panking company to pay _the sum

*- - within sach period, may bei levied on>a direction made by the
-+ principal civil court'hai{ingg jurisdiction in the area where the

régistered office of the ’bam%i_ng company is situated; or, in the

7. “ - case of a banking company! incorporated outside India,- _Where
- * “itg prificipal place of business in India is situated:
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Provided that no such direction shall be made except on
an application made to the court by the Reserve Bank or any
. officer authorised by that Bank in this behalf.
i
(6) The court which makes ta direction under qub-sectlon
(5) shall issue a certificate specifying the sum -payable .by the
- banking company and every such [certificate shall be enforceable

in the same manner as if 1t were h decree made by the court in
a civil suit. %

(7 ) Where any complalnt has {})een filed against any banking
company in any court in respect o,f the contravention or default -

- of the nature referred to in sub-séction (3) or, as the case may

'~ be, sub-section (4) of  section 46,ithen, no proceedmgs for the

imposition of any penalty on the ankmg company sha11 be
\tak‘e‘n 'und'er'this Section.”_.

T

b

Amend-
ment of

' (¢) in clause (c) of the prov1so§ after the Words and ﬁgure section 51.
“in section 46”, the words ﬁsfures axéd _letter for in sectmn 47A”
ghall be 1nserted S ’

Z
' 1
18 In sect1on 51 of the pr1nc1pa1 Acﬁ

VR e -

. . Lo T . E
- (b) the'Eo‘cplanation shall be',orri;itted;

19. In section 52 of the principal Act, §; the proviso to sub-section Amend-
(3). after the words “this-section”, the brackets, words, figures and g‘;%?;‘o‘z’fm_
letters “ (1nc1ud1ng the rules made for the rﬁrst time on matters speci-
ﬁed 1n sectlons 10A and 47A)” shall be ni%’serted

-.i

2.0 After section 55 of the prinecipal Aét the followmg sectlon Insertion

e i of new
shall be iriserted, namely: q section
after sec-
tion 55,

, “55A, If any d1ﬁ”1cu1ty ar1ses in gwmg effect to the provi- Power to
sions of this Act, the Central Goverpment may, by order, as gfgi’gl‘l’f_

- occasion requires, do anything (not incénsistent with' the provi- ties.
sions of this Act) which appears to it ‘Eo be necessary for the

purpose of remov1ng the d1ﬂ”1cu1ty

. 5
t ®

Provided that no such bower sha11 be exerclsed after the

- expiry of a period of three years from 'the commencement of
‘section 20 of the Bankmg Laws (Amendment) Act, 1968.”,
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A ! .
mr::f ‘éf 21. In Part V, in the provisigns of the prlnc1pa1 Act, as applied to

Part V., or-in relation to co-operative skgmetles-—

(a) in section 5A, as su{bstltuted by clause (d) of section 56"
of the principal Act,— .

(i) in sub-section (1) for the words “this, Part”, the
- words “this Act” shall Be substituted;

S (i) in sub-section (2), for the words “this. Part”; the
words “this Act” shall b-e substituted; :

~ (b) in-section 7, as substltuted by clause (f) of the_said sec-
~tion 56, in sub-section” (2), ,after clause (b); the followsi-'ﬁ- clause
- shall be inserted, namely:— - _ b

;

“(c) any co-operatnfe society, not belng a primary- ¢re-

- dit society, formed by the employees of a banking company

- or the State Bank of India or any other banking institution

notified by the Central Government under section 51 or the

employees of a subs1d1a1?y of such bankmg company or the

State Bank of India or,! as the case' may be, such banking
institution.”; |

(c) in clause (g) of thq} said section 56, for the word -and
- figures “section 10”, the words figures and letters “sections' 10,
10A, 10B, 10C and 10D” shall be substituted;

(d) in section 18 of thefpr1nc1pa1 Act, as substituted by
_ clause (j) of the said section 56, in the Explanation, for clause
(c) the followmg clause sha 1 be substituted, namely:—

“(c) in-the case of ag State or central co-operative bank
also any deposit of money with it representing the reserve -
fund or any part thereqf required to be maintained with
it by any other co-operative society within its area of opera-

", tion, and in the case of g central co-operative bank, also an
advance taken by it from the State co-operatxve bank of".
the State concerned;”; '

» (e) for-clause (I) of the said section 56, the . following
, ,,'clause shall be substituted, ngmely — C

; \ - - %(l)y for section 20 o§ the principal Act, the following

: ~section shall be substltuteé namely —

' Restric- “ -

- tionsngn 20. (1) No co opeﬁatlve bank shall—_

é‘;:g‘sé &« - : (a) make any; loans or- advances on the secunty
vances, o of its own shares, or :

\
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_(b) grant unsecured loans or advances—

‘(i)_n"to any of its directofs; or
~° © (i) to firms or private companies in which
any of its directors is interested as partner or
managing agent or guarantor or to individuals

in cases where any of its’ d1rectors is a guaran--
tor; or

(m) to any company 'in which the chairman
of the Board of dn'ector’s of the co-operative
bank (where the appoinfment of a chairman
is for a fixed term) is interested as its manag-
ing agent, or:where theﬁe is no managing agent,
as its cha1rman or managmg director:

'Prov1ded that: nothing 1h clause (b) shall apply
to the grant- of unsecured 1<§)ans or advances—

(a) made by a co- cperatlve ‘bank—

(z) agamst billsi for supplies or services
made or rendered to Government or bills
of exchange ansmg ‘out of bona fide com-

“mercial or trade transactions, or

(#) in respect jwhereof trust-receipts
- are fum1shed to the o-operatlve bank;

(b) made by a prx?mary co-operative bank

to any of its directors

“within such limits and

ditions as may be appro

or to a,nyk other person
jon such terms and con-
red by the Reserve Bank

in this behalf.

(2) Every co-operative bank shall, before the close
of the month succeeding that {to which the return
relates, submit to the Reserve Bank a return in the
prescribed form and manner showing all unsecured loans

.- and advances granted by-it to companies in cases [other
than those in which the co-operative bank is prohibited
~ under sub-section (1) to make Linsecured loans and
advances] in which any of itsi directors is interested

" “ag director or managing agent dr guarantor. :

(3) If, on examination of lany return submitted

" under sub-section (2), it appeafs to the Reserve Bank
that any loans or advances referred to in that sub-
~ section are - being granted to the detriment of the
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interests of the ~depositérs of the co-operative bank, the
Reserve Bank may, by order in writing, prohibit the
co-operative bank from lgranting any such further loans
or advances ‘or -impose such restrictions on the grant
thereof as it thinks fit, and may by like order direct the

- co- operatlve bank to secure the re—payment of such loan
or advance within such tlme as may be specified in the
order.”; -

(f) in sub-section (2) of sectlon 22, as substituted by clause
. (0).of the said section 56, for the proviso, the following proviso
qhall be substituted, namely: —,'. :

“Provided that nothing in _claus'e' (b) of sub-section (1)
shall be deemed to prohibit—

(i) a co-operative society carrying on business as
a co-operatlve bank at ‘the commencement of the Bank-
-ing Laws (Apphcatlon to Co-operat;we Societies) Act, .
- 1965, or . 23 of 196!

- (#) a co-operative bank which has come into exist-

. ence as a result of the division of any other co-operative

- .society, or the amalgamatlon of other co-operative

" ‘societies.carrying . on business in either case as a co-
operative bank or banks at such commencement, or

~-(it1) -a primary - credit. society which becomes a
primary co-operative bank after such commencement,
~_from carrying on ‘banking.. busmess until it is granted a
Jlicence in pursuance of thls section-or is, by a notice in
.. writing, notified. by the Reserve Bank -that the licence can-
not be granted to it.”; Gl e e e

(g) -in sub=section: (1) of section 23, as substituted by clause

“(p) of the said section 56, in"clause (b) of the proviso, for the

- words “opening “of “branches”, the words ¢ opening—-or changing
. the locatlon of branches” shall be subst1tuted

(h) in sub-sectmn (2A) of sectlon 24, as riubstltuted by
. clause (q), of the said section 56, for cIause (b) thn following
o clause shal] be subatltuted namely —

- - kS

“(b) in -computing the amount for- the ~purposé“ of
clause (a),—

(1) any cash or: balances mamtamed in India by a
co-operative bank, other than a scheduled-State co-ope-
- rative bank with itse}’f or in'.current-account with the

~
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. Reserve Bank or the. Stéte Bank -of . India .or with
any other bank which may be notified in this .behalf
. by the Central Governm§rll,t and also any balances main-

tained with the State cg-operative bank of the State

concerned, and, in the base of a primary co-operative

bank, also any balances; maintained with the central

co-operative bank of the district concerned or with the
' State co-operative bankjof the State concerned in ex-
- cess of the aggregate ofi the cash or balances or both
- required to be maintainéd under section 18; and

(i) any balance ma;ntamed by a scheduled State

~ co-operative -bank with the Reserve Bank in excess

of the balance required t’p be maintained by ‘it under

20£1934, section 42 of the Reserve Bank of India Act, 1934, and
- any balances in current icount maintained in India by

a scheduled State co-operaihve bank with the State Bank

of India or with any otheg? bank which may be notified-

: by the Central Governme t,

~ shall be deemed t_o be cash maJ(ntained in India.

1 -
.

= - . Explanation.—For the purp%ses of fhis _sub-sec'tion,é -

(a) approved securities, ‘or a portion thereof, repre-
senting investment of Agricultural Credit Stab1hzat10n
Fund of a co-operative bankashall not be deemed to
be unencumbered approved sécurltles

(b) balance with the Staté co-operative hank of the
State concerned or with the central co-operative bank
~of the district concerned, or g portion thereof, repre-

- . senting investment of Agricul ural Credit Stabilization
~ .Fund of a co-operative bank shall not be deemed to be
cash mamtamed in India; :
R g . .

“(¢) in case a co-operative Eaank has taken an ad-
‘vance agdinst any balance mairtained with-the. - State
Bank of India or with any other bank: which may be
- notified in this behalf by the. C?ntral ‘Government or
with the State co-operative bank of the State concern-
ed or with the central co-operatl‘ve bank of the district
‘concerned, such balance to the éx’cent to which it has -
been drawn against or availed of shall not be deemed
to be cash maintained in India.’;
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() in the proviso t& sub—sectmn 1) of sectlon 35, as insert-
ed by clause (w) of the said sectlon 56, the following shall be
. added at the end, namely —

*and may, if it cons1ders 1t necessary and’ expedient so
to do, supply a copy’ o_f the said report to the State co-ope-
rative bank or the Registrar of co-operative societies of the
State in which the inspected bank is registered”;

(9) in clause (zb) of the said section 56, after the word,
ﬁgures and letter “Part IIA,”, the word, figures and letter “Part
IIc,” shall be inserted.

Insertion 22 After the Fourth Schedule to the prmcxpal Act, the follow-
ofnew - ing Schedule shall be inserted, namely —_

Schedule.
' ‘THE FIFTH SCHEDULE "
(See section 36AG)
R © * PRINCIPLES OF COMPENSATION
1. The compensation to be given under section 36AG shall be an

amount equal to the value'of the assets of the acquired bank as on
the day immediately before the appointed day, computed in accor-
dance: with the provisions jof Part I-of this Schedule less-the total
amount of liabilities thereof computed in accordance with the pro-
visions of Part II of this Schedule

4

Part I ——-Assets

For the purposes of thls Part “a_ssets” means the total of the
followmg — '

4 (a) ‘the amount of .cash in hand and with the Reserve Bank
, and the State Bank of India '(including foreign currency notes
"Wthh ‘shall be converted at the market rate of exchange),

(b) the amount of balances with any bank whether on
. deposit or current account, and money at call .and short notice,
~balances held outside Indla bemg converted at the market rate
~.of-exchange: :

N Provided.. that any| balances ‘which are not realisable in
a”-.full shall be deemed to xbe debts and valued accordmgly,

(c) _the' market value, as. on the day 1mmed1ately before the
"*appomted d4y, of any secumtles, shares, debentures, bonds and
other investments, held by the bank concerned. -

PR
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Explanatiqn.—For the purposes of;'S this clause,~

(9) secuirities of the Central‘and State Governments

[other than the securities specified in sub-clauses (ii) and

“(iit) of this. Explanation] maturing for redemption within

~ five years from the appointed day: shall be valued at the face
_value or the market value, whichever is higher;

(i) "securities .of the' Central Government, such as Post

'’ Office Certificates and’ Treasury Savmgs Dep051t Certificates

and any other securities or certlﬁcates issued or to be issued
under the Small Saving Scheme of the Central Govern-
-~ ment, shall-be valued. at their face value or the encashable
- ;. value of the market value, as on the day immediately before
the appointed day, whichever is hlgher

- (#it) where the market Value of any Government secu-

“rity such as the zamindari- aboht;on bonds or other similar
-~ security in respect- of: which the pr1nc1pa1 is payable in
instalments, is-notascertainable pr . is, for any reason, not
congidered as reflecting the fair value thereof or as other-

wise appropriate, the security shall be valued at such an-

~amount as is -considered reasonable having regard to the

. instalments of principal and intergst remaining to be paid,

" "the period, during which' stich instalments are payable the

yield of any security; issued by t}ie Government to which

; ‘the secunty pertalns and having the same or approximately
" the same maturlty, and" other relevant factors;

(w) Where the market value oﬁ any security, share,
debentuie, bond “or other  ipvestme t is not. considered
reasonable by reason of its having been affected by abnormal
factors, the. investment may be valued on the basis of its

- average market value over any reasoéoable period;

(v) where the market value of anv security, share
debenture, bond or other investment®is not ascertainable,

" only such value, if ‘any, shall be taken into account as is
considered  reasonable having regard to the financial posi-
tion of the issuing concern, the 61v1de1§d paid by it during

, "the precedmg ﬁve years and -other. releyant factors; ‘
(d) the amount of advances (1nclu<jhngak loans, cash credits,

' overdrafts, bills' purchased and diseounted); and other debts.
“‘whether seécured or unsecured, to. the. ex‘centa to wh1ch they are

: reasonably considered recoverable;: havmg regard to the value

1M ot Law-—-ﬂl
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of the secur1ty, 1f any, the- operatmns on the- account‘ the report-
iwepdraworthyand smespectability.. of sthe, Jborrower,; the prospects of
s realisation: .and,; other... relegant, cgns1d91;at1qns,

" (e)- the valuesof-any-land- o‘r~ bmldlngs,

(f) the total ,amel,mt ofrthe, pLeAmm pald 1n¥respect of all
leasehold properties, reduced in the case of each such premium
-~ by -an.amount vwhichy hears-to’ such.premium:the same propor-
- tion -as:the expired; term-of'ithe lease.in; respectrofy which such
- premiurms shall( have nbeen;rpald, ;bears ot the,,i,gtal term of the
~lease; :

)N the written down value ‘as per- boeks,:or i:he reahsable
value as may be. conmdered reasoﬁable of“a}P furmfure fixtures
and fittings; — : '

- (h)* the-market-or- réalisable:valuejdas may be appropnate,
~of ‘other assets appearmg iontthe:books rof rthe: bank, no value
* being allowed for+ capitalised éxpenses,: suchtramshare selling

commission; orgamsatmna}nexpenseSvandnbmkeragezrlosses incur-
. red-and s1m11ar other 1tems '

£ Part‘ it ,—,-Embdfbtzes

For the purposes’of thig-Part:’ lrablhtles,p‘means,,the“total amount

: of all -outside: liabilities-existing: dn:the.appointed day. and all con-

tmgent Qiabilities which- the. Central.Government or. the transferee

bank may:reasonably-be: expeetedntowhe,neqmredh to_meet out of -

its own ‘resources on or after the appointed ‘day and where the

_' acqulred bank is a- banking eompaﬁwmcenpo’r,ated outside India, in-
_..cludes the liabilities’ of - the officés: and thranchegiin. India of the

,acquired bank to its offices: and ‘branches: oﬁﬁsxdeal;ndaa ,
2. Ifsthe acquired bank, is.rot ;ncorporated in Iridlafthe assets or,

' as the case may be, the liabilities of the bank'shall" be: for the pur-
.y poses of Part I and Rart I, .and. sub]ectvto the. other provisions there-

“in; the-assets and. Jlablhtles of 'Ehe ofﬁces of the bank situated in
Indla . AL
. COMPENSATION PAYABLE TO SHAREHOLDERS
3. Every shareholdef iof ithe acquiredibankto-whaom the compen-
. sation is payable, shall be given such amount as compensation as
¢ bears fo the total comper}sation,‘%aleulatadwrlm agcordance with the
_ provisions of . paragra 8 proportion asithe.amount of
... paid-up . capital of the® shaveés- the wthe Sharﬁhﬁldsmbgars to the
total paid- up cap1ta1 ofi the: aeq\med -bank .
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appointed day, for wh1ch in the ordmarym course proﬁts would have
been transferred: ot le_l,dQnd.dezcl,aI'.ed after thesappointed day-.

_ CHAPTER 111

TS0 THEL,RESERVE( BANLK} OF: Im‘qm Acr; 1934

93 In the Reserve Bank of Tndia Act
Chaptex referred to as the princi ‘

2 of 1934.

1934 (hereinafter in this
), in sect1on 20—

(a) ~to:clause: (cit), the follawmg Pproviso:. shall be added,
namely —

“Provided that. this; sub clauSe\Shall mot, apply:;to  the

- adrission of a co-operative bapk as a ‘member by reason of

“such- co-operative ‘pattk- Subseribing to-the- share capital of

such co-operatiye society out of funds prov1ded ‘by-“the State
Govemmen‘gnforﬂ,‘the purpose.’; %

Amend-

ment of -

section

" (b) to clause (cm), the foHowing prOV1so shall be’ added

" namely:—

- “Provided : that-this- sub-icla%ise/ shalL ‘not. /a'pply to the
,admrssaohlmf d-co‘openative- banlé as:a-member by reason of
“ suieh Gosbperative (bank: subsﬁ-nb}ng to:the .share capital of
such co-operative society out of

- _Gm?ex;gmex;MQx‘Jhe RUrpese;. -

wids @rewxded by the State__:_ R

(cy “to! clauses: éew) 'che follow'mg proviso shall be added .

namely _-—

| “Pm\gdad. that*xhls sub-clause
- admission,.of. a . go-pperative. bank. ag; 8
such co-operative bank,subscribin, to, the\ share capital of

Ehall 1ndt apply to the

- such co-operative society out of fuxids provided by the State

Government for the.pyrpose.”’;

o

'24.' In' seeﬁmn 17 of the prinéipal A'ct‘——

s . M in the proviso to clause (3A)—z

(a) for suh-clause (b) of claus ir('), the, followmg sub-

‘clause shall be substituted, namelgs—
“(bY, maturing "~ not-Fx

Amend-
ment of
section
17,

thgn one h\mdred and

f‘ . elghty days from; he d"&t@ Coff the loah or advance, and .
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it will, so léng as any palit of such loans and advances
. remains unpald continue tp hold such bills of exchange

- of a value not -less than the amount of such loans or,

advances outstandmg for the t1me bemg, or”

(b) for clause (ii), the followmg clauge shall be substi-
tuted, namely: — N .

“(it) it has granted a pre:shipment loan or advance

- to an exporter or any:other person-in India:in:order. to
‘enable him to export goods from India, the amount of
the loan or advance drawn and outstandmg at any time

being not less than the outstandmg amount of the loan '

or advance. obtained by the borrowmg ‘bank from the
Bank.”;

(2) for clause (11A), SubStltL .-

ment ~—

“(11A) the actmg as age;nt for the Central Govern-

(a) in guaranteemg‘ 'th‘e “dde ﬁerfo‘r‘inance ‘by any
small-scale industrial concern, approved by . the Central
Government, o6f ifs obl1gat1ons to any bank or other
financial institution in respect of loans and advances

- -made; or other credit facilities provided, to it by such
Jbank or other financial :institution ‘and the making as
. such agent of paymen’qs in -conneetion with = such
- . . - - guarantee, and" Ce ‘

(b) in admlnisterln§ any scheme for” subsidising

the rate of interest or- other charges in relation to any

loans or advances made, or other credit facilities provid=
ed, by banks or other ﬁnanmal institutions for the pur-
_pose of ﬁnanc1ng or facﬂ1tat1ng any export from India

. and the making as such’ as,gent of payments on behalf of
;‘the Central Government’t S

(3) in clause. (12}, for tne w{ords “gold coin and bullion?,

the words “gold or silver coins . and gold ang silver bulhon
shall be substituted; *

~(# after clause (15A) the followmg clause shall be insert-

ed, namely:— - -

S« (15B) the proV1d1ng of gac1l1t1es f.or tra1n1ng in ‘bank-
1ng and for the promotlon of. research Where, in the opi-
fion of the Bank, such provlslon may fac111tate the exer-

~
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cise by the Bank of its powers and funct1ons “or” the dis-
charge of its duties.”. : '

- 25, For section 24 of the pr1n01pal Act, the followmg sectlon shall
be substltuted namely:— ;

“24 (1) Subject to the"provisions of sub-section (2), bank
notes shall be of the denon}matlonal values -of two rupees; five
rupees, ten rupees, twenty! rupees, ﬁfty rupees, one hundred
rupees, five hundred rupees, one thousand rupees, five thousand

- .- rupees and ten thousand rup_ees or of such other denominational
- values, not exceeding ten thousand rupees, as the Central Gov-

© ernment may, on the recommendatlon of the Central Board,
spe01fy in this behalf.

473

Amend-
ment
of sec-

tion 24.

Denomi-

nationg

of notes.

(2) The Central Government may, on the recommendation

¢ of the Central Board, direct the non-issue or the discontinuance

.. of issue-of bank notes of such denominational values as it may
specify in this behalf.”. g ©

26, Tn section 33 of the prin%gipal Act, in sub-sectlon. (4), for the
figures and word “2-88 grains”,; the figures and word “0-118489
grammes”, and for the words “?t the market rate”, the words “at
rates not ~xceeding the marketirates” shall be substituted.

1

27. In section 451 of the pfiiicipal Act, to clause (c), the follow-

ing Explanation shall be added, %amely:'—'-

& of 1938,

“Explanation .—For the gremoval of doubts, it is hereby dec-

Amend-
ment of
section
33.

Amend-

"ment of

section
451,

" lared that a company reglstered under section 3 of the Insurance -

Act, 1938, for any class of msurance busmess and a -company,
--.not being a banking compang, a corporation or a firm, carrying
on, as its principal business, the management conduct. or super-
vision, as the foreman or agent; of any transaction or:arrange-
ment by which it enters into an agreement with a number of
subscribers that every one of them shall’ subscribe a certain sum
by instalments for a definite permd and ‘that each subscriber in
his turn, as determined by lot or by auction or by tender or
~in such other manner as prov1ded for in the agreement, shall be

- entitled to a prize amount shal\l be deyemed to be a ﬁnanc1a1
1nst1tut1on as defined in this clause
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Inser- 28. After section 54A .of the prlnmpal Act, the followmg section
tion of
new sec- Shall be 1nserted namely: —
tion 54AA. : )
Power of ‘54AA. (1) The Bank may, notwithstanding anything con-
dB:;ﬁetrgts__{ tained in any law for the time being in force or in any contract,
employees: depute ahy member of its staff for such period as it may think .
%gsfi?:l??? " fit to any institution which is either wholly or’substantially
tions, ~ owned by the Bank, and thereupon the person so deputed shall, -
' during the’ period of- his deputation, render such- servrce to the
institutiorn - ‘as- that institution- may require,
_ (2) Where a. percon has been deputed 1o an 1nst1tutlon .under
: sub-seotmn (Z), he:shall.. not be entitled. to claim, any. salary,
. emoluments. and other terms and condltlons of service .which he
;‘would not-have .been ent1t1ed to cla1m if he had not.been so
deputed. o o g
B Nothmg contained in ‘this section shall empower the
Bankito:deputeiany menuber:of. its staff to any institution on any
salaryemoluments ior- other - terms-and .conditiensuwhicly is: or
are lessfavourable.to him.than’that or.those.to. awhnchuhe is en~
titled immediately before such deputatwn; ) .

. (4) For the purposes of this section, an institution shall be
deemed to-be substantially.ownied iby the Bank if in:theicapital
ot theumsmtwtron the: JBank)has .not::lesszthan. torty per g cenm
sharew .

_ Explanatzon ——The ‘word “capltal” means in relat1on to the
Unlt Trust the initial cap1tal of that Trust.’.
- B o CHAPRTER, IV o
a AMENDMENTS TO THE  State Bank or Inpia Acr, 1955 T
Amend- . 29 In thet State Bank of Indla Act, 1955 (herelnafter An: th1s 5 .of 1054
?éi%%gf Chapter. referred to. _aso.the principal -Act), in section 33— . 39 9
33. ’

" (@) in sub-clause-(f) " of- -clause (i), for the: words:tgoods
which are ‘hypothecated?s ‘the words- “goods or-other-assets:which- T
are- hypothecated or. aqsrgned” ‘shall be substituteds:

(b) in clause . (xvm) for.the ‘words “six months” the words
“twelve months” shall be substltuted

) \c) m clause (acwcb), :

(z) for thenword:s‘,x “the advanemg OF- lendmg of, Money
t0”, the words “the: advancmgf or lending of money:to, or

s
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discounting or purchase of any negotiable instrument on
behalf of,” shall be substituted;

(i) for the words “in excess of six months but not ex-
ceeding ten years”, the words “in excess of twelve months
but not exceeding fifteen years” shall be substituted;

(d) in clause (xixc), for the wérds “six months”, the Werds
“twelve months” shall be substituted
30. In section 34 of the prmc1pa1 Act——

~(a) "in clause’ (a) of - sub‘-sechpn *(1) “fof* thie “words  “six
" months”, the words-“welve- fnonths” shall be substituted;

(b) in sub-section “(3) ,—~ = -

7 (@)for sub-clause (i) of é;ause (b)  (excluding the
prov1so) the followmg su}oﬂ-cvlé;;qser, shall ,__“b;e substituted,
namely — ' g_ Co

“ (u) save as. otherw1se .pronded
twelve months from' the date afors

his  Act,
~instru-
ment or securlty 1s drawn"or’ 1ssued‘ for a ny ‘btﬁer pur-

" Amend-

ment of
section
34.

(2) in the proviso, for the Words “six months the_“ E

words “twelve months K shalI b %gﬁitwt’ed




