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15 of 1948,

THE INDUSTRIAL FINANCE CORPORATION
(AMENDMENT) ACT, 1972 '

No. 74 oF 1972

[24th December, 1972]

An Act further to amend the Industrial Finance Corporation Act, 1§48

Be it enacted by Parliament in
of India as follows:—

the Twenty-third Year of the Republic

1. This Act may be called the Industrial Finance Corporation (Amend-

ment) Act, 1972.

2. In section 2 of the Industrial Finance Corporation Act, 1948 (here-

inafter referred to as the principa

],! Act) —

(a) after clause (b), the | following clause shall be inserted,

namely: —

‘(ba) “Court” means
High Court and the powe

the High Court (or where there is no
ns of the High Court are exercised by

the Court of Judicial Comrnissioner, such Court) within the local
limits of whose jurisdiction the defendant or respondent carries
on the whole or a substantial part of his business, and where the

Central Government has,

oy notification in the Official Gazette

~and subject to such restri¢tions, limitations and conditions as it
thinks fit, empowered any Court of civil jurisdiction subordinate
to the High Court to exercise all or any of the powers conferred

by this Act, such Court;’;

(b) in clause (c), for the |words “any public limited company®,

the words “any limited comparly” shall be substituted;

- §61

Short
title.

Amend-
ment ot
section 2.



\ {724‘ {)@w‘ﬁ)}
562 Industrial Finance Corporacion (Amendment) [AcT 74

(c) after clause (f), the follo\?ing clause shall be inserted,
namely;: - I

‘(ff) “State co-operative bank” has the same meaning as in

the Rese\rve Bank of India Act,gs 1934;. 2 of 1034,
Amend- - 3. In section 4 of the principal Act,i- .
ment of

section 4, (a) after sub-section (1), the following sub-section shall be
: inserted, namely: — .

“(1A) On and from the dommencement of the Industrial
Finance Corporation (Amendmlent) Act, 1972, "the authorised
capital of the Corporation shalli stand increased to twenty crores
of rupees, divided intg forty thousand shares of five thousand
rupees each, and the shares representing the capital so increased
may be issued, with the sanction of the Central Government,
as and when the Corporation n‘;xay deem fit.”;

(b) in sub-section (7), after t le words “the Development Bank”,
the words “the Reserve Bank” shall be inserted.

Amend- - 4. In section 10A of the principal Act, in, sub-section (4), the words

»mzfc‘,t of “Central Committee” wherever they ocgur shall, subject to such grammati-
b iﬁ Ajon cal variations and omission of cognate|{expressions as may be necessary,
; be omitted. ' :
. Amend- 5. In section 11 of the principal Act} in sub-section (4), for the words

?iefc{t Ofn “the Central Committee or any other Committee”, the words “any Com-

SeCHon I mittee” shall be substituted.
. Omission 6. Section 14 of the principal Act shall be omitted.

- of ) h ’ ’

section 14, |

Amend- 7. In section 17 of the principal Ackt—

ment of o ’

sention 17, (a) in sub-section (1), the words “and of the Central Committee”

shall be omitted; , %

(b) in sub-section (2), - §

i . )
(i) the brackets and letteri\“ (a)” shall be omitted;
(i1) sub-clause (b) shall be omitted;

!

(¢) in sub-section (3), for the |words “or of the Central Com-
mittee, each Director or member of the Committee, as the case may
be,” the words “each Director” shalﬂi be substituted;

(d) for sub-section (§), the folldwing sub-section shall be substi-
tuted, namely: — » I

“(5) If for any reason the G‘lhairman is unable to be present
at a meeting of the Board, a 'director authorised by the Chair-
man in writing in this behalf, ghall preside at that meeting and
in default of such authorisation, the Board may elect a Director

- to preside at that meeting.”.
Amend- 8. In section 20 of the principal Act| the words “and the Corporation

ment, of may also subsecribe to, or purchase, the [shares of any financial institution
“retion 20. which the Central Government ‘may, in consultation with the Develop-
ment Bank, notify in this behalf” shal] be added at the end.
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4. In section 21 of the principal Act, , . Amend-
, ment of
(a) in the proviso to sub-sectipn (1), for the words “shall not section 21.
at any time exceed ten times the gmount of the paid-up share capi-
! ' ‘tal and the reserve fund of the Corporation”, the words, figures,
| letters and brackets “shall not at any time exceed ten times of such
amount as is the aggregate of the jpaid-up share capital, the reserve
fund established under sub-sectionl (1) of section 32, the special re-
serve fund established under sectﬁon 32A, the benevolent reserve
fund established under section 3213 and any other reserves of the
Corporation (not being reserves for bad and doubtful debts or for
depreciation of assets or a reserve jereated or maintained to meet any
specific contingency)” shall be substituted;

(b) to sub-section (2), the following proviso shall be added,
namely: — | o

“Provided that no such Luaranteé by the Central Govern-
ment shall be required in regpect of such bonds and debentures
- of the Corporation as are issped to the Development Bank.”;

1
!
|
!
i
|
|
i
!

(¢) in the proviso to sub-sedtion (4), for the words “shall not
at any time in the aggregate exceed ten times the amount of the paid-
up share capital and the reserve fund of the Corporation”, the words
“shall not at any time exceed, in|the aggregate, the limit specified in
the proviso to sub-section (1}” ghall be substituted.

10. After section 21 of the pnnmpal Act, the followmp‘ sactlons shall Iiisex:‘tion
be inserted, namely:-— of new

sectiong
21A and
21B,

“21A. Notwithstanding anything contained in any other law for Bonds and
the time being in force, the bonfls and debentures issued or sold by debentures

£ 1882 the Corporation shall be, and shall be deemed always to have been, tao bfov d
£ 1938, approved securities for the purpose of the Indian Trusts Act, 1882, szfuritiees ‘

I 1949, the Insurance Act, 1938, and the Banking Regulation Act, 1949,

21B. The rights and interests of the Corporation (including any P

. . \ . ’ower to
other rights incidental thereto) |[in relation to any loan or advance ipancfer
granted, or any amount recovergble, by it may be transferred by the rights.
Corporation, either in whole or in part, by the execution or issue of
any instrument, or by the transfer of any instrument by endorsement
or in any other manner in which the rights and interests in relation
to such loan or advance may b?lawfully transferred, and the Cor-

poration may, notwithstanding such transfer, act as.the trustee for
the transferee.”. ‘

11, In section 23 of the principal Act~

1 - Amend-

« ! ment of

o (a) in sub-section (1),— section 23,
(1) in clause (b), the proviso shall be omitted; -

(it) in clause (d), the \szords “and retaining as part of its
assels, any stocks, shares, bands or debentures which it may
have to take up in fulﬁlmenTof its obhgatlons thereto” shall be
mserted at the end; ST O

B N 0
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B (1)) after clause (d){, the following clause shall be inserted,
namely; — '

“(da) transferring for consideration any instrument re-

lating to loans and ai‘dvances granted by it to industrial con-
cerns;”;

(iv) clause (h) shaltl be omitted;

() in clause ) ,—

(¢) in the provigo, for the words “which may at the
option of the Corporation be convertible”, the words “the
amounts outstanding {thereon may be convertible at the
option of the Corporétion” shall be substituted;

(b) after the pI’OVISO, the followmg Explanation shall be
inserted, namely:— !
H

“Explanations—In this clause, the expression “the
amounts outstanding therdon”, used in relation to any
loan or advance,§ shall mean the principal, interest and
other charges payable on such loan or advance as at the

time when the amounts are sought to be converted into
stocks or shares;j’;

?

(vi) in clause (it), the word “and” occurring at the end
_shall be omitted;

(vii) after clause (ii) as so amended, the following clause
shall be inserted, namely:—

“(iti) doing any kind of business which the Central
‘Government may, on the recommendation of the Develop-
ment Bank, authorige; and”;

(b)- in sub-section (2) ,——’-

(i) for the words, brackets, letters and figure “No accom-
modation shall be given| under clauses (a), (b), (¢) and (i) of
sub-section (1), unless ﬁt is secured by a sufficient”, the words,
brackets, letters and figure “In granting accommodation under
clause (a), clause (b), ciausc (c) or clause (i) of sub-section (1),

the Corporation may ha e it secured by” shall be substituted;

(#1) for the words oi{ unless it is guaranteed”, the words “or
may have it guaranteed{ shall 'be substituted,

: . o
Amend- 12. In section 24 of the principal Act, for the words “with a single
ment of industrial concern for an amount exceeding two crores of rupees in the
section 24.

aggregate”, the words “with any single industrial concern for an amount
which. together witl. the amount|outstanding in respect of any arrange-
ment already entered into by the Corporation with that concern, exceeds
two crores of rupees in the aggregate” shall be substituted.
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4 t"'\"’.\13. In section 25 of the principal Act, Eor sub-section (2), the follow- Ametnd-f
ing sub-sections shall be substituted, nam,bly — . Eirtlmr? 05,

“(2) Where any arrangement exﬁtered into by the Corporation
with an indusfrial concern provides ﬁor the appointment by the Cor-
poration of one or more Directors’ @f such industrial concern, such
provision and any appointment of D12‘cectors made in pursuance there-
of shall be valid and effective notwithstanding anything to the con-
5. trary contained in the Companies Alct, 1956, or in any other law for
: the time being in force or in the me%norandum, articles of association
or any other instrument relating to; the. industrial concern, and any
provision regarding share qualification, age limit, number of direc-
torships, removal from office of Djrectors and such like conditions
contained in any such law or instrument aforesaid, shall not apply to .
’\' any Director appointed by the Corporatmn in pursuance of the

arrangement as aforesaid.

l (3) Any Director appointed xﬁ pursuance of sub-section (2)
| shall— ,f :

(a) hold office during thegpleasure of the Corporation and
may be removed or substltuted by any person by order in writ-
ing by the Corporation; :

(b) not incur any obligat:ionf or liability by reason only of
his being a Director or for any’thing done or omitted to be done
in good faith in the discharge of his duties as a Director or any-
thing in relation thereto; ;

(¢) not be liable to ret1rexi‘nem by rotation and shall not be

taken into.account for computﬁng the number of Directors liable
to such- retirement.”,

14. Section 26 of the principal Act shall be re-numbered as sub- Amend-
section (I) of that section and after sub-section (I) as so re-numbered, mefcl_t szs_
the following sub-sections shall be inserted, namely:— sectlon 20,

“(2) The Corporatioh shall noit enter into any kind of business
with any industrial concern of which any of the Directors of the Cor-
poration is a Director, manager, agent, employee or guarantor or in

which one or more Directors of the Corporation together hold sub-
stantial inferest:

Provided ‘that this sub-section:shall not apply to any industrial
concern if any Director of the Corporation—

(i) is nominated as a Director on the Board of such concern
by Government, or a Governnent company as defined in sec-
tion 617 of the Companies Act 1956, or by a Corporation estab- .
lished by any other law, or

(#) is elected on the Boand of such concern by virtue of

shares held in the concern by| Government, or a Government

i company as defined in section|617 of the Companies Act, 1958,
| or by a Corporation established by any other law,

by reason only of such nomination| or election, as the case may be,
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Exvplanation.—“‘Substantial interest”) in relation to an industrial
concern, means the bemeficial inferest held by one or more of the
Directors of the Corporation or by any relative [as defined in clause
(41) of section 2 of the {Companies Act, 1856] of such Director, whe-
ther singly or tuken togéther, in the shares of the industrial concern,
the aggregate amount pdid-up on which either exceeds five lakhs of
‘rupees or five per cent. df the paid-up.share capital of the industrial
concern, whichever is legs.

i

{3) The provisions oii'a\ sub-section (2)—

(i) shall not applj% to any transaction relating to the business
entered into prior to tljxe commencement of the Industrial Finance
Corporation (Amendment) Act, 1972, and all such business and
any transaction in relhtion thereto may be implemented or con-
tinued as if that Act lad not come into force;

(i) shall apply onzly so long as the conditions precedent to
such disability as set qut in the said sub-section continue.’.

i

15. In section 27 of the principal Act, for sub-section (3) and sub-
section (4), the following sub-gections shall be substituted, namely:—

“(3) All loans and advances granted to industrial concerns by the
Corporation out of foreignicurrency borrowed under sub-section (1)
shall be expressed in ferms of foreign currency as equivalenf of.

- Indjan currency, calculated! in accordance with the rate of exchange
prevailing at the time of grant thereof, and the amount due there-
under shall be repayable in equivalent Indian currency, calculated
in accordance with the rat&s of exchange prevailing at the time of
repayment of such loan or pdvance.

. - .

(4) Any loss or profit in| connection with any borrowing of foreign
currency under sub-section| (1) for the purpose of granting loans
and advances under this Adt or with its repayment to the concerned
foreign lending agency, on z{:ccount of any fluctuations in the rate of
exchange accrumg—— 3

(a) during the per'fod within which the loan or advance is
repayable by the 1ndustr1a1 concern or the period of actual
repayment thereof by the concern, whichever is longer, shall be
reimbursed by, or paid ko, as the case may be, the recipients of

such loans and advances;

. | ’
(b) after the expiry’\ of the period specified in clause (a),—

(i) shall be borile by the Corporation in respect of

~ normal market ﬂuctlixations in foreign exchange;

(#) shall be reimbursed by, or paid to, as the case may
be, the Central Govgrnment in respect of fluctuations other
_than the normal ma; ket fluctuations in foreign exchange



e METAGER

Pepesld

br 19’/2]  Indusirial Finance Coporation (Amendmeir) 567

Explunation—If any que%ion.arises as to'whether any fiuctuatiox
- as:aforesaid is a normal-market fluctuation or not, the 'same shall be
decided by the Central Govérnment ‘whose decision thereon shall be
final.”. | :
!

~16. In section 28 of the princ_fipal Act,—
(@) in sub-section (1),5

(z) after the words, “of any loan or advance or any instalment
_thereof”, the words * or in meeting its obligations in relation to
any guarantee given by the Corporation” shall be inserted;

(i1). for the wordsi“right to take over the management of
o ~the concern’”, the words “right to take over the management, or
» possessmn or both oﬁ the concern” shall be substltuted

(b) 1n sub sectlon (3A)

(i) -for the wordsl “Where the management of an 1ndustr1al
concern is taken over by the Corporation or any property is

~ transferred. and reahsed by it”, the words “Where any action has
‘been taken agamst an industrial concern”‘ shall be substltuted

(1), for the word§ “ag incidental to such management or
-+ transfer ‘and reahsathn” the words “‘as 1nc1denta1 thereto” shall
'be substltuted '

(m) affer the Wt)rds"‘whlch is received by it”, the words
“from such management or transfer and reallsatlon” shall be
omitted;: oy S :

(¢) in sub-section (4):, after the words “over the management”,
. the words “or possession” shall be inserted.

17. In section 30 of the principal Act—
! (@) in sub-section (1{),,

(i) after the words ‘any default in repayment of any loan

or advance: or any instalment thereof”, the words “or in meeting

_its obligations in rela‘dmn to the guarantee given by the Corpora-
" tion” ‘shall be mserted

. (i) for the words “the District Judge Wlthm the local 11m1ts
of whose jurisdiction ‘the industrial coneern carries on the whole
or a substantial part qf its busmess” the words “the Court” shall
be substituted;

(b) i sub-sections (3) to (9) for the words “the District Judge”
~wherever they occur, the WOI‘dS “the Court’.shall be substituted.

(¢) in sub-section (9) as so amended, in the second proviso, for

~.the words: “unless the High Court otherwise directs”, - the:words

“unless the Court empowered to hear appeals from the decisiong .of
the sa1d Court otherW1se 1rectq” shall be substltuted

- (d) in sub section (11) for the- words “appeal to the High Court,
and upon such appeal the| High Court may , the words “appeal to

25 Law—"73 :

S
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the Court empowered to. hear appeals from the decisions of the Court
-which passed the order and the appellate Court. may” shall be: substx-
tuted § : t e

(e) sub-section (13) 5shall be omitted;

(f) after sub-section (13) as so omitted, the following sub-se¢tions
shall be inserted, namely —

“(14) For the re:rgnoval of doubts, it is hereby declared that’
any Court competentito grant an ad interim 1n]unct10n under’
this section shall a150§haVe the power to appoint a receiver and
to ‘exercise all other xpowers incidental thereto. ‘

(15) Al proceed1 gs (whether by way of suits or appeals
or other proceedinigs) under this Act perding before a’ District
Judge or an Add1t1ona1 District Judge or a High Court at the
commencement of thef Industria]l Finance Corporation (Amend-
ment) Act, 1972, shall, on such commencement, be proceeded with
and disposed of asif thls section had not been amended by the

" said Act. { S

(16) Every suit ors other proceedings whxch are dlsposed of

in accordance with the| provisiohs contained in sub-section (I5)

“or-in: respect- of thh} time for appeal has.net expired at the

- eofnmiencement - of the &Industrzal .Finance :-Corporation: . .(Amend-

ment) Act, 1972, may, ;on such commencement,: be:: appealed

~against as if this sectlon had not been amended by the said
Act.”,

18. In section 32 of the prmq:lpal Act, in sub- sectlon ), the second
prowso shall be omltted : 'k,

19. After section 32A of the ;Srincipal .Aet, the follo.w,ing'section shall

“39B. (1) The Corporation shall establish a special fund; to be
called the benevolent reserve Fund

(2) To the benevolent réserve fund shall be credlted-—-.-

(a) any part of the annual proﬁt ‘which may, from tzme to
~time, be allocated to the fund

(b) a11 amounts recewed for the purposes of the fund by

way of loans, g1fts grants; donatlons or benefactlons from Gov-
ernment or any other source;

(¢). income or profits from investments made from the fund

(d) income accruing or arising to the- fund by way of in-
terest or otherwise. ' . :
(3) The -benevolent reservie fund shall be used by the Cor-

poration— i : . - o .

(@) for m’ee’ting the cost of feasibility studies, project re-

“ports, market and techno-economic surveys and such- other

purposes which, in the opihion of the (‘orporatmn may- promote
the development of industyies; '
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(b) in the field of development bankmg and in financial and
industrial management— 5

(i) for undertaking and promoting research;

(it) for training in India or abroad of personnel of
financial institutions; and :

(i) for creating chairs in universities, academic  in-
stitutions and research foundatlons

(¢) for assisting projects promoted by technologists and new
entrepreneurs— :

(i) by subsidising the ?normal lending rate of interest
of the Corporation in respéct of loans or advances sanction-
ed to them; ,

(i) by providing techfncal and managerial assistance to
projects promoted by them especially in  less industrially
. developed . regions; . i '
v .
(d) for rendering any“asgistante 'that'may be ancillary or
1ncldental to the aforemention d purposes.”

20. In section 39 of the pr1n01pal At:t after the words “Every Dir- ~Amend-

ector,”, the words “member of any Adv}xsory or other Committee,” shall ment of
! section 39.
be inserted. _ [ '

|

- 21, In section 43 of the principal Ac‘{,—~

(e) in sub-section (1), for thé words “after eonsultation with Amend-
" the Development Bank and with the previous sanction of the: Cen- ment of
tral Government”, the words “with the previous sanction of - the section 43.
- Development ‘Bank” shall be subdtituted;

(b) in sub-section (2), in claise (e), for the words “Board and
“of the Central Committee,” the wiord “Board,” shall be substituted;

_(¢) subsection (3) shdll be jomitted,




