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T-@a ISA:NKIMG LAWS (AM-ENQMENT) ACT, I 383 

N.9. 1 QP 1984 - .  

..- 
! ;A t ClZJh January, 1984.1 

. . A$ &$'fyK$heT.:&9. amend'*e Bankers' @@pk; E.vid,e?ence 'ct r 89 I ,  the : . . 

. . . . . . . .  &serve,. g3.nk .?f r$di:a A,c~,: ,7$34, Q e  ~anlii* ~eguiation ~ c t ,  .i 

the State $a:nk ~f India A@,. .! 955,,$1e Stat&.gank of India .194-9F,v:.;;:. , .. T j , .  
- 

(Stibsld~ary Banks) :&t I 95g,&e Pg~?si t ,  I ~ y r a g c e  and Credit 
f Cd<,:.orati& ,  act .. ..;....... . . . . . .  _ _  .. _.  , ,.  .$qg 1 , the Banking companies 
[Ac%isit,fp?:aq$ Tr9nsfjt of  : , 6 :  erta&ipgs);Act, 19.90, the Regio- . . 

I . . tg?i, uratknks. Tfg-.ife?T: Act; of uhakri;iiiidgaj r976<aptl tfie BBnki*. jAci +; 986 Comp'gnies : (Acquisi- 
. . 

. . 
9 .  . ,  

* 
. . .  

BE it enacted by Parliament in the Thjrty:fourth Year of the , Republic . 
af +W&B .as fa~bws-: - 

1: (1) 'TWS Act -,-. may . % be ca1.i.e.d the. BanNng ) I  I Laws (Amengment) Act, short", ., 
396%. I title and* 

comm-qn.: 

(2)"It shhll come into force on such date1% the Central Fdoxement  cemen$ , 

may, by notification in the Official Gazette, appoint, and different dates 
m$y be appoiqedxf~r G ? ~ r e n $  provisjpps of this &t, and an3 reference 

9-CCF-C -- 
in a@$ pr0vis?on !o $he conIm,eQcepep$ of this A c t  shall be conshued as 
a refgre+;ende --*- to , tlie . v z .  ... co%$ into tgyce sf %at pfiqvi~jqn. -. 

h 

AMEND- TO THE BANKERS' ~ O K S  EVIDEN~CE Am, 1891 
I 

I 
: 2. In thtiLBankers' Books Evidence Act, 1891,- 

. . . . : 
. . 
! . -  

. . .  ('.&).j i* y&bti*h. , 2;.; : :. ' '. 
~ .. . . . .  
, < .  . . . :.. . . . . .  

. . .  .~ . . . . merit .bf f . ,, 

i )  $or orclawit -0, ~&ewi~og:cla.w~~~h& b e  sqbstifiutgd, . '?AC~ isf ie" . . . .  ,-..- ;:?A,.: ' +: , 8 . I  
. . .namely: - . . 

. . 
' .  of 1891. . , 

. . 

' (4). "legal proceedingyy . . . .  . . . . . . . . . .  means,- . . . . . . 
~ . .  . . . . .  . . , . . 

. . . . . . .  , . . .  .:mg pr~e$gd:i~?g or;.:inqkiry. in whiali evieiice (3s;. . . . . . .  : 

. . 
. . . . . . . . .  . 6r may be gi+en; .. '. 

. . 

(is an sybitratiui- and 
. . . . . . .  . .<  . . . . . . . . -  .'. ! ,;., . . . . . . . . . . . . . .  . . . . .  . : . .  . . .  -,. . . 

. , 

5 
. . 

I , .  . 

. . .  



6 Banking Laws (Amendment) [ACT 1 

(iii) any investigation or inquiry under the Code of 
Criminal Procedure, 1973, or under any other law for 2 d 1974. 
the time being in force for the collection of evidence, 
conducted by a police officer or by any other person 
(not being a magistrate) authorised in this behalf by a 
magistrate or by any law for the time being in force;'; 

(ii) in clause ( 8 ) ,  for the words "such certificate being 
dated and subscribed by the principal accountant or manager of 
,the bank with his name and official title", the following shall 
be substituted, namely:- 

.- "and where the copy was obtained by a mechanical or 
other process which in itself ensured the accuracy of 
the copy, a further certificate to that' effect, but where 
the book from which such copy was prepared has been 
destroyed in the usual course' of the bank's business after 
the date on which the copy had been so prepared-, a 
further certificate to that effect, each such certificite . 
being dated and subscribed by the principal accountant 

, or manager of the bank with his name and officjal 
title"; " 

(b) after section 7, the following section ahall be inserted,, 
namely : - 

Order of '8. In the application of sections 5, 6 and 7 to any investi- 
court gatlon or inquiry referred to in sub-clause (iii) of clause (4 )  of 
to be section 2, the order of a court or a Jud-ge referred, to in the said 
constru- 
ed to be sections shall be construed as referring to 4 ordGr. made by F. 
ordm officer of a rank not lower than the rank of a Superintendent of 
made by . Police as may be specified in this behalf by the appropriate 
specified Government. 
officei. 

Eq2anation.-In this section, "appropriate ~overnment" . : means the Government by which the police officer or any othir * '  

wrson conducting the investigation or inquiry is employed?, 
j 

I CHAPTER ~n 
1 

I . . AMENDMENTS M THE RESERVE BANX OF INDIA ACT, 1934 

Amend- ' . 3. In section 17 04 the Reserve Bank of India, Act, 1934 (hereafter 1 mrnt of in this Chapter referred to as the Reserve Bank Act), in clause (4B)) in 2 of 1934. 

"ction, . . the proviso, for the words "three crores of rupees", t h ~  wordti ''fiftwn 
17. crores of rupees" shall be substituted. 

I  mind- 4. In sfction 33 of the Reserve Bank Act, in subclause (a) of clause 
meat of (i) bf sub-section ( 6 ) ,  for the word "notified", the word "approved" shall 
Section , be substituted. 
3 3 .  

Amend- 5.1n section 40 of the Reserve Bank Act, in the Eqlanation, for the, 

i ment of words and figures "Foreign Exchange Regulatrion Act, 1947"; the word?- 7 of 1947. 
section and figures "Foreign Exchange Regulation Act, 1973" shall be)substitute&,, 460f 1w3, 40. 
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6. In section 42 of the Reserve Bank Act,- Amend- , 
ment of 

I . \ 

(a) in the Explanation to sub-section ( I ) , -  roctior 
42. 

I (i) in clause (a), for the words "of a week", the words "of a 
fortnight" shall be substituted; 

(ii) for c l a w  ( b ) ,  the following clause shall b'e substituted, 
' 

namely: - I 

. &(b)  '(fdrtnTght" shall mean the period from Saturday to 
the se~6h&~f allowing' Friday, both days inclusive;'; 

(iii) .in elause (c) ,- . I 

( A )  in sub-clause (iii), after the words "State Govern- 
rnmt", tfie word& and figures "or from the National Co- 

- operative x ~ e v e l o ~ m e n t  Corporation established under the 
26 of 1962. Natiohsl. Co-operative Development Corporation Act, 1962" 

- 
= -shall be inserted; 

(B) after sub-clause (iv) , 'the following sub-clause shall 
d o be iqser$d, namely:- . . . . . . .  . . . . .  . . . . : . .  . . < > .  , . .  . > ,F:, 5 7 . .  . ::,:,<\T;(<t.!,!>y; E.., . . . . .  

. . , , i z  ' . . ? .  . ,?(u)'in' the,e&e of aRegiona1 R y d .  Bank, also any ' . . . . . .  .. 
< ,  . ...... . . , , ,  .,?. , ;, ,, : ' '. . . 

. . . . 
, . 1&an takeri. by '.such bank from its Sponsor Bank;"; . . 

. . .  

(iv) in, clause ,(d) , after sub-clause (iQ) , the following sub- 
dame shall be inserted,. namely: - 

"(iiia) a borr6spomling new bank constituted by section 
3 of 'the Banking edmpanies (Acquisition , .  and Transfer of 

40of 1980 , Undertakings) Act, 1980;"; 
. : F .  / . . . .  . . .  . ..: ;.{.;;!; :: . . . .  . . . . .  . . .  . . .  : . . . . . . . . . . . . . . . . .  . . .  .'>, .: ,: . . . . . . . . . . . . .  . . .  ". . . . . . .  i\ . ? ,  !2;.>~~~-qi;...;~ : 

. . . . .  ( U )  . .  in clause (e) , sub-dause (iii) ,. ,th~,,~following~ .sub- . . .  
. . 

. . .  clause, shall be inserted, .namely:- .. 
. . . . .  . /- : , .- . .  . . .  . . .  

: , A  ..::<,, \ C r :  Q:: ;.:,,.. " '  . , 
.,. ' 5 . '  . '  ..; ( . *. 

, * .  . : 
> .. : .. c~(~~ia),:'~:,cor~esP.~~~ing n&.bank constituted by -section 3 . 

' .. . . ' 7  . . .  . +  . . 

. . ,: oft'&& ~ a n k ' i f i ~  '~<mp'iniei ' ( ~ c ~ u i s i t i o ~ , . .  3a$ .%ansfer of , . . .  . . . . . . . .  
. . . : , , ~ ~ ~ ~ & e * a ~ K g s l  &-$ , ig8q;" . . 400f 1980;. . . . . . . . .  . . .  i 

. .  . ...................... . . . . .  ..,, ; ; -  i i i  <:.. . . . . .  . . .  . . .  . .) :.. ! . . . . 

. . . . . .  . . .  . ,@-)  to &bis&tion '(lh) ,: the ' fbllo.c;lring' spali 'be added,, 
. . . . . . .  . . . . .- ,, : ' i "  . . . . .:: 

. . . . .  .. : : . : . y  < . ,  . , . . . . .  . .,.;n'mely:'- ,; < r.:: :'; :'; . . . 
> ,:, :, ~ : .' . . . j .  I ; . ' . .  

-, . . . . .  . . . . . . .  . .  . . ',. ?. 
. . .  : 

. . . . . .  > ' - . :  . , . ?  . . 
. . 

. . 
. . . . . . . .  i , - "piovide.d.ithat, the  Bank 'may, by a separati-cinotification i n  

the ~&:e t i te  . . of India, specifydifferent . dates . . .  in' aspect of a: bank . . , '. . . 

i 

r . . - .  . &b&p6ntlj, ~ & , ~ ~ d e ; l ~  the. ' ~ ~ h & ~ ] ~ .  ~ 9 ;  
. ' , . % I ? ,  . . 

. . . . i . . .  
. . . . . . .  ...... . . . .  . . 

. . .  : .  
. . 

j ' .  . . .  . : .  ..<? , ' :  . . . . . . . . 
. . :. 

1: (e) afte~",mb,-section (lE!), the. followi'ig . . . . . . .  . sub-s6cti6n shall. . b e  . . ' 

/'I.. . . . . . . . "  ; ...i,nserted,:.nq~l,~i.+; . . . . . .  j . . . . .  ; : . . . .  . . . .. , . . . . -  % .,. , . , .  :;, , 1 . : :  : : . . . .  Jp.. ' , ../:s.. *.: .... . . .  . . . , 
,:.: . . .  . . .  

, . . . 

" (1C) ' The ~ a n k  may, for .the - purposes . df this section, . . . . .  . . .  , 

, ..$.ppedfy -from time to time with reference to any..t.r,ansaction or , . . 

. . ;\,c$ase', .of. traqsqct\ons,, that. ,svch. transgctidn '.or 5 tfansactions - shall . . . . . . . . .  . . .  , . ,-., . . . . . . . . . . .  . . . . .  . . 
. . . . . .  . . .  

, ..:,be,, Eppard(d&liebili$y, in. 1ndia: of a scheduled:bank, .and:if any ' . 
. 

. . .  . . . . .  . ~ .  . - ' , , . :; ,. . .  -!;, q~&tion _ . . .  arises: q , tp whether any. jtrafisaction . .a3 ': cla&' of .'&ari<:: . . . 
, ?:- r  :?..;, .s~~t;iops ,shall ..he. regarded,. for. the,.purpo~es:.to'f - this sedtion, :KS:; . , - , 

' , , .: li>ability:-;i!fi. India of ,cheduled- bank, the. .desi8ion:.: of 'the. 'Bank: ' c.2j.:> ? . , I , . .  

. . .  . . . . . .  :.,. . .  . . . .  
. . .  thereon shall be final."; : .  2 .! 1:; ,.... : ; . . .  ;.., 1.. ,.,! . " , 

. . . . .  

. . 

. . . . . . .  . . 



8 B W & ~ ~ ~  t;aws (Ampntjqpnt) P M ~  a 
(d) in sub-section (2) ,- I 

(i) for thk w,ords "at the close of bps&e$s on each Friday, 
and every such return shall be sent not later than five days 
after the date to which it relates", the words "at the close of 
business on each alternate Friday, and every'such return shall . 

, : sent not later than seven d2ys after $ha date tq which i t  
relates" shall be substituted; 

(i$) ip $he seoond g r o v i ~ ~ ,  a$@r the words "Provided 
h t h e g  that where", the words !'ss~h alternate?! shall ,be inserted; 

(iii) for the third proviso, the .foll,oMg pravi~o shall be 
substituted, namely: - I 

"Rrovidefl also figt y h g g  the <Ba& & &isfied that 
the c&rpishing of a fo@ni&t.lg ,re$u-ur;ll uda r ,  t@*s sub-section 
is impracticable in the caw of any schedaqd bank by reason 
of the geographical position of th,e bank aqil its branches; the 
Bank may allow such bank- 

(i) to furnish a provisional rehrnpfor -the fortnight 
within the period aforesaid to be followed by a find 
return-not later Wan twenty days d te r  the date to which 
it relates, or 

(ii) to furnish in lieu of a fortnight& return. a month- 
ly return to be sent not later than twenty days after the 
eqd of the month to yrhich it =elates giving the'details 
specified in this sub-secjion in retspIeat of .such bank at the 

I 
, 

ilolz of business for the rnopth."; . - 
c e p J  , t  . 

(e) after sub-section ( Z ) ,  the following sub-section shall be 
i\nse~ted, namely:%- 

I 

"(2A)  Where the last Friday of a month is not an alternate 
Friday Zor the purpose of sub-section (2), every-scheduled bank 

- , shallsend to the Bank, a special return @vi,ng,the aebils specifled L (2 

in sub-section (2) as at the close of business on such last Mday  
or where such last Friday is a pybljc $pl$$,ay ,=der $he   ego- 
tiable Instruments Act, 1881 as at the close of busineqs on ,the 26 o f  1881. 
preceding working dap and such' return shall be sent not later 
than q@v.e,n 4 . a ~ ~  after the date to which it relates?%; 

(f) in sub-sectioqs (3) and (3P), for the vo~d "ye*!' wherever 
it  occurs, the word "fdrtnightw   hall be substituted. 

Amend- 7. In section 43 of the Reserve Bank Act, for the word ""week", the 
*,,t word "fortnight" shall be substituted. 
section , 

43. 

Amend- 8. ,In section 145H ,d the Resewe ?-Bank Act, for the words and figuxes 
ment of ' '~nb~lllx~gjipstitutbn notified under section 51 of that Act", the words, 
sectian b~aqketg~ 1ette~s rafnd. figures "a .correspondhg new bank as defiied in 
45H. cl%vsf , -( la) of section 5 of that Act or a subsidiAry bmk as defined in , 

the State %lank of India (Subsidiary Banks) Act, 1959" s h , a  be 38 of 1959. 

i 
substituted. 



9 6  Zn.sQoQSqn~481 of khb Reserve Bank Act,- 
Amend- 

i ment of 
I (i) for clause (bb), the following clause shall be substituted, seeion 

nzim6ly: - i I 451. 

I > - 
- '(bb) "deposit" includes and shall be deemed always to have . 

i included any receipt of money by way of deposlt or or in 
I any other foim, but does not include,- 
I 
1 (i) amounts raised by. way of share capital; 

(ii) amounts contributed as capital by partners of a .+ 

firm; 

(+ii.) amounts received from a scheduled bank or a co- 
operative bank or any other banking company as defined in 

10 of 1949. claiise ( c )  6f s ~ t i d n  5 of -the Banking Regulation Act, 1949; 
< .  > 

(iv) any amount received from,-- 

la) the Deyeloprhent Bank, 

(7)) a State Financial Corporation, 

(c) .any 'financial institution specified in 'or under 

18 of 1964, 
section 6A of the pIndustrial Development Bank of India 
Act, 1964, or 

(a) any oth'er institution that may be specified by 
the ,Ban% in this behalf; 

.. (u)  amaunts fedeive'd in the ordMary 'course of business, 
' 

by 'w'ajr of- ! 

(bE) ~ecurity deposit, 

(b) dealership deposit, 

.- (c) ,earnest money, or 

('cl) advance against orders TOT goods, properties or 
s ~ ~ c e s ;  

I(&) any Weeived from an individual or a Arm 
or an association of individuals not being a body corporate, 
registered under any enactment relating to money lending 

1 which is for the time being in force in any state; and 
i 
I 

I (vii) any amouht received by way of suk&~riptions in 
i respect of a chit. 

j 400i 1882 Explanation 1.-"Chit" has the meaning assigned to it in 

I clause '(b) of section 2 [of the Chit Ftinds Adt, 1982. 

i Explanar/ion TI.--LAny credit given by a seller to a 

I buyer on the sale of any property (whether Jm~vable or 
ikmBduable) sxall hot *be deemed ,to be deposit for the pur- 
poses of thh clause;'; ! 

, 
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(ii) in clause (d), the words ", of which the capkal s~bsci-ibed 
by its partners exceeds one lakh of rupees" shall be omitted; 

c .  

(iii) in clause (e), for the words ", co-operative society or  Brm", 
the words "or co-operative society" shall be substituted. 

I *  I 

Insertion 10, ~ £ t e r  Chapter IJIB of the ~eser 've Bank Act, the following 
of new Chapter shall be inserted, namely: - 
Chapter 
after , 
Chapter 
IIIB. 

- ,  

"CHAPTER IIIC 

PROHIBITION OF ACCmTANCE OF DEPOSITS B Y " ' W N N C 0 R P R  BODIES 
I 

Interpre- 45R. The words and expressions used in this Chapter and defined , , , tation. in Chapter IIIB shall have the meanings respectively assigned to 
them therein. I 1 

Deposits ' 45s. (1) No person, being an individual or a firm or an unincorpo- 
not j- -i 
to be rated association of individuals shall, at any time, have'depmits from 
accepted ' w-ore than the number sf de~ositors specified against , each, in the 
in ccrtaia table below: - 

cases. 
TABLE;. , 

(i) 1nhividua.l Not more than twenty-five deposito& 
% 1 j  excluding depositors who are relatives 

of the individual. 

(ii) Firm Not more than ,twenty-five depositors 
per parber  and not more than two 

% hundred and fifty depositors in all, 
excluding, - in eijher case, depositors 
who are relatives of any of the part- 
ners. , , , ]  I d  $ 

(iii) Unincorporated Not more than twenty-five depositors 
association of per individual and not more than two 

, . individuals hundred and fifty deposit0.r~ in all, 
excluding, in eitper case, depositors 

L) who are relativ&'of Any of the indivi. - 
.. . duals constituting the association. 

(2) Where at the commencement of section 1-0 of the Banking 
Laws (Amendment) Act, 1983, the deposits held by any such person 
are not in accordance with sub-section ( I ) ,  he shall, before the expiry 
of a period of two years from the date of such commencement, repay 
such of the deposits as are necessary for bringing the number of 
depositors within the relative limits specified in that sub-section. 

Eqlanath.-For the purposes of this seqtion,- . +.I_ _ 

(a) a person shall be deemed to be a relative of another if, 
and only if,- I 

(i) they are members 03 a Hindwandivided family; og 



'\ 

I 

r0$4984] Banking Laws (Amendment) 11: 
I 

(ii) they .are husband and d f e ;  or 
I 

. (iii) the one is 'related to the other in the manner indi- 
cated in the List of relatives below:- 

, , . 
' I 

List of Relatives ' 

, . 

1. Father. 2. Mother (including step-mother), 3. Son: 
(including step-son) . 4. Son's wife. 5. Daughter 
(including step-daughter). 6. Father's father. 7. Fathef's 

I 
c ,  

mother.. 8. Mother's mother. 9. Mother's father. 10. Son's 
son. 11. Son's son's wife. .12. son's daughter. 13. Son's 
daughter's husband. 14. Daughter's husband. 15. Daughter's 
son. 16. Daughter's son's wife. 17. Daughter's daughter. 

I 18. Daughter's daughter's husband. 19. Brother (inclu- 

ding ~tep~brother) .  20. Brother's wife. 21. Sister (inclu- . 
ding step-sister) . 22. Sister's husband; 

1 (b) a person in whose favour a credit balance is outstand- 
I , .  ing for a period not exceeding six months 'in any account relating 
\ to mutual dealings in the ordinary course of trade or business 

s h g l  not, .on ac~ount  of such balance alone, be deemed to be 
- a depositor. 

2 '%W, '(1) 'Any court having jurisdiction to issue a search warrant Power 
2 of 1974. - under the Code of Criminal Procedure, 1973 may, on an application toissue 

t b_y an officer of the ~ a n k  or of the State Government; authorised in Search 

this behalf stating his belief that certain documents relating to warrants. 
i L i ,  

acceptance of deposits i n  contravention of the provisions of section 
i , ,45S are sec~eted in any place mithin the local limits of the jurisdic- 

tion of such court, issue a warrant to search for such documents. 

'(2) A warrant issued under sub-seetion ,(I) shall be executed ' 

"'in 'the .sa'me manner and shall have thg same .effect as a search 
' 2 of 1974. - Warrant issued under the Code of Criminal Prooedure, 1973.". 

1 31. fn section 58B of the 'Reserve .Bank Act, after sub-~ecti'on ( 9 ,  the &end, 
I , following sub-sections shall be inserted, namely: - \ ment of 
I* section 
I 58B. 
I 

t c  @A) 'lf any pason  contravelles any provision of section 45S, 
he shall be punishable with imprisonment for a term which may 

i extend to two years, or with fine which may extend to twice the 
I .  amoant -of aeposit received by such person in contravention of that 
I ~ e t ' t im ,  lor $wi tkio;usand ppeks, whichever is more, or with both: 

I Provided that in the absence of special and adequate reasons 
'to f ie  contrary to be mentioned in the judgment of the court, the 

I 
I imprisonment ihall not be less than one year and the fine shall not 
I be  less than one thousand rupees. . * ? .  

1 .  ( 5 ~ )  Notwithstanding anything contained in section of Ulc 

i 2 of 1974. Code of Criminal Procedure, 1973, it shall be lawful for a Metro- 
+pol$kan -:M,agistmb or :a Judicial Magistrate of tke first class to impose 

I / a sem$enoe of %ne in excess of the limi't specified in that section' on 

I my persos convicted w d e s  sub-sectlop (5A) .". 
I 1, 
1- 
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Amend.. 112. In section 58E of the Reserve .Bank Act, to sub-section (I), the 
merit of following proviso shall be added, namely: - - 
section 
58E. 

"Provided that in respect of ally offence punishable under sub- 
section (5A) of section 58B, a complaint in writing may also be made 
by an officer of the State Government, generally or specially authoris- 
ed in writing in this behalf by that Government.". 

- CHAPTER W 

AMENDMENTS TO THE BANKING REGULATION ACT, 1949 

Amend- 13. In section 5 of the Banking Regulation Act,'1949 (hereafter in this lo  of 1949. 
merit Of chapter referred to as the Banking Regulation Act) ;- 

section 5. 

(a) for claws0 (a ) ,  the following clause shall be substituted, 
namely:- 

' (a) "approved securities" means- - v 

(4) securities in which a trustee may invest money 
. . under . clause (a), clause (b), clause (bb), cIause (c) or 

clause (d) of section 20 of the Indian Trusts Act, 1882; 2 of 1882. 
'7 * t < ;  :- 

(i4) such of the securities authorised" by the Central , 

Government unde? clause- :(f) of section 20 of, the Xndian 
Trusts Act, 1882, as may be prescribed;'; 2 of 1882. 

(b) after clause (d), the following dause' ahdl'- be irlserted, 
namely: - 

' (da) "corresponding new bank9' means a coPresponding new 
bank constituted under section 3 of the Banking Companies , 

(Acquisition and Transfer of Undertakings) k t ,  1910, or under I 0f':g;o. - 
section 3 of the Banking Companies (Acquisition and Transfer 
of Undertakihgs) Act, 1980;'; ' 40 of ,1980. 

(c) after clause ($), the following clauses shall be inserted, 
namely: - 

' (flu) "DeveIopment Bank" means the Industrial D,evelop- 
ment Bank of 1ndia.established under section 3 of the Industrial 
Development Bank of India Act, 1964; , 18 of 1964. 

s 
(fb) "Exim Bank" means the Export-Import' ~ a n k '  of h d i a  

established-under section 3 of the Export-Import Bank of India 
,& 

Act, 1981;"; 28 of 1981. 

(a) for clause ( l ) ,  the following clause shall be substituted, 
namely: - I I 

2 * 1 

' (1 )  "Reserve Bank" means the Reserve Bank 06 India 
constituted under section 3 of the Reserve Bank of India Act, 
$934;'; 1 2of 1934, 

. . 
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% 1 .  
b(,e) clause (nb) and clause (nc) shall be re-lettered as Clause 

(nd) and clause (ne), respectiyely, and before clause (nd) as so re- 
lettered, the f;ollowing clauses shall be inserted, namely:- 

'(nb) "Sponsor Hank" has the meaning assigned @ it k 
21 af 1976. Regional Rual Bauks Act, 1976; 

(nc) "State Bank of India" means the State Bank of Ldia con- 
23 of 1955. stituted under section 3 of the Staie 'Bank of India Act, 1955';'. 

y. In section 7 of. the Banking ~ e ~ u l a t i o n  Aot, in sub-section (4, biter Amend- 
the words "shall use as part & its'name7', 'the words ''or in connection with its ~ ~ e n t  of 

I business7' shall be ininserted. section 
7. 

35. In seotion 8 of the Banking Regulation Act, for the proviso, Ihe foWoWiag Amend- 

proviso shall be substituted, namely:- ment of 
I section 

"Provided that this section shall not apply to any such business '. ' 

as is specified in pursuance of clause (0) of sub-section (1) of section 
6.". . , , 3 . - %  , &..s#->al&k 

1'6. la section 10A of the Banbing Regulation Act, after sub-section (2); the, &en!- 
following sub-secti'on shall be inserted, namely:-- mept & 

section 
10A. 

" (2A) ~otwit.hstanding. anything to the contrary contained in the 
I of 1956. Companies Act, 1956, or in any other law lor the time being in foxce,--+ 

I )  (i) no director of a banking company, other,than its chairman or 
whole-time director, by whatever name called, shall hold office conti- 
nuously for period 'exceeding eight years; 

ri # 

(ii) a chairman or other whole-time director of a banking corn- 

, , 
pany who has been removed from office as such chairman, or whole- 
tidb'director, as the case may be, unda the provisions of this Act shall 
also cease to be a director of the baaking company and s h d  also not 
be eligible to be appointed as a director of such banking eompany, 
whethw by election or co-option or otherwise, for a period of four 
years from the date of his ceasing to be the &airman or whole-time 
direator, as the case may be.". I 

, 
17. In gecti6n''16~ of the Bamng Regulation A%- Amend- 

I ,  ment of 
section ' ( a )  in $&-section (I), for,tha 'words "shall have a c$aiirman of it$ 

Board of directors", the words "shd have one of its directors as chairman 
of its Board. of directors" shall be substituted; 

(b) in sub-secition (5), the words "but shall continue in offie until 
his successor assumes office" shall be omitted; 

I 
I , .  

I Cc) after sub-section (S), the following sub-section shall. be inskrted, 
i nam4y:- 
i 
I - 

*, "(5A) A chairman of the Board d directors whose term of office 

I .  z - has come to an end, either by reason of his resignation or by reason 
I of expiry of the period of his office, shall, subject to the approval of. 

I '  tho Reserve Bank, continue in office ualil his successor assumes office.". , 

1 > 

\ I 
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Inser- , 18. After seeion- 10B c$ the Banking-ReguBation. h t ,  the-fsllbwing section 
tion of shall, be inserted, namely:- I ?  

new .sec- 
tion 
IOBB. 

- 3  

Power "1OBB. ( 1 )  Where the office of the chaiirinan of a banking company 
of is vacant, the Reserve Bank may, if it is of opinion tliat the continuation of 
keserve . such vacancy 'is likely to adversely affect the interests of the banking 

' 

,Bank to 
appoint company, apnoint a person, eligible under subrseetion. (4) of section 
chairman 10B to be so appoiqted, to be the chairman af t h e - b e i n g .  c~mpany, 
of a '  and where the person so appointed is not a,diKat~r:of:sueh banking, 
banking company, he shall, so long as he holds the office of the chairman, be 
company. deemed to be a director of the banking company. 

(2) The chairman so appointed by the! Reserve Bank -shall be in the 
whole-time employment of- the banking company and shall Ifold office for 
such period not exceeding: three years, as the Reserve Banlt may, specify, . . 
but shall, subject to other provisions oit: this Act, be eligible for reappoint- 
ment. . . 

(3) The chaiman so appointed .by the Reserve Bank shall draw 
from the banking cQmpanp such gay, and, allowances as the: & ~ b ~ e  Bank 
may determine and may be removed from office 0.d~ by the, Resewe, Bank. 

(4) Save as otherwise provided in this section, the provisions o f  
section 10B shall, as far as may be, agply to ~e eh&rman,appointeaiby the , 

- Reserve Bank under sub-sootition (1)  as they apply (to a,:chai,rman-appointed 
by the banking company.". .. . 

. dubsti- 19. For section 10C *of the Banking Regulation k t ,  the- folloWg section 
shall be substituted, namely:- , 

new see- 
tion for 
section 
1 OC. 

Chair- "10C. A chairman of a banking company (by wh~msoever appainted) . 
man and a director of a banking compahy (appointed ' by the Reserve 
and Bank under section 10A) shall not be required t~ hold qualification 
certain shares in the banking company.". 
directors 
not to 
be r e  
quired to 
hold 
qualifica- 

tion 
shares. 

I 

Amend- 20. In secfim 10D, of the Banking IPegwlatisa Act, afterr. the words, figures 
ment of and letters "in pursuance of seetion 10A or section 1013'" the-words;. figures and 
smtim letters "or seetion 10BB" be inseaed. 
1 OD. 
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I Xi Eort,section 18 of the Banking Regulation Act, the following section shall! subti- 
he sub~titituted, namely:.- . tution of 

I .. < IICW see 
tion for 

a 4 0 1 1  
is. 

'18. (1) Every banking company, not being a scheduled bank, shall caslr m- 
maintain in India by way of cash reserve with its@ or by way cXE balance serve. 
in a current account with the Reserve Bank, or by way of net balance .in 

,iu ..oggpnt accounts or in one. or more of the aforesaid ways, a sum .equivalend 
tn at least three per cent. of the total of its demand and time liabilities ia 
India a s  on the last Friday of the second preceding fortnight! andshall 
submit to the Reserve Bank before the twentieth day of every month a 

. : tzeturn showing the amount so held on alternate Fridays during a moat4 
- M t h  particulars of its demand and time liabilities in India on such 

Fridays or if any such Friday is a public holiday under the Negotiable 
26 of 1881, Instruments Act, 1881, ,at the clos'e of business on the preceding worlt- 

." ihg day. 
.- t 

Explanation.-In this section, and in section 24,- . z 

1 
4, 

-, -?. * 
(a) "liabilities i'n 1ndia"phaU pot include- ! 

(i) the paid-up capital or the reserves or any credit balance 
in the profit and loss account of the banking company; 

/ ., 
. ! 

(ii) any advance taken from the Reserve Bank or from the . 

Development Bank or from the Exim Bank or from. the National 
Bank by the banking company; 

(iii) in the case of a Regional Rural Bank, also any loan 
i 

taken by such bank from its Sponsor Bank; 

(b) "fortnight" shall mean the period from Saturday to the 
I second following Friday, both days inclusive; 
I \ > %  * 
I 

( c )  "net balance in current accounts" shall, in relation to a bank- 
ing company, mean tlie excess, if any, of the aggregate of sthe credit 

: balances in current account maintained by that. banking company with 
the State Bank of India or a subsidiary bank or a corresponding 

I new bank over the aggregate of the credit balances in current ac- 

i count held by the said banks with such banking company; 

i (d) for the purposes of computation of liabilities, the aggregate 

i , of the liabilities of a banking company to the State Ban,k of India, a 
subsidiary bank, a correspo,nding new bank, a regiond rurd bank, 
another banking company, a co-operative bank or any other kanc id  

I institution notified by the Central Government in this behalf, shall tre 

I reduced by the aggregate of the liabilities of all such bmks and institu- 
tions to the banking company; 

1 (e) the expression "co-operalive bank" shaU have the xqeanie 1: assigned to it isn clause (cci) of section 56. . , 
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(2) The Reserire Bank may, for the purposes otthis section and sec- , . 
tion 24, specify from t h e  to time, with reference to any transaction or . , 

. ,  4,. class of transactions, that such transaction or transactions shall be regarded ' 
's,~: B I f  as liability in India of a banking company and, if any qties.tion arises as 9 

whether any transaction or class of transwtims shall be regarded for the 
purposes of this section and section 24 as liability in India of a bqnking 
company, the decisiod of the Reserve Bank thereon shall he b a l . ' .  

Amend- ' 22. I n  section 19 of the Banking Regulation Act, for sub-section (I), 
merit the following sub-section shall be substituted, namely:- 
section 
19. " (1) A banking company shall not form any subsidiary company, 

except a subsidiary company formed for one or more of the following 
purposes, namely: - I 

( a )  the undertaking of any business which, under clauses (u ]  to 
(0) of sub-section (1) (of section 6, is permissible for a banking 
company $0 undatake, or 

, ' (b) with the previous permission in .writing of the Reserve Bank, 
the carrying on of the business of banking exclusively outside 
India, or  

( c )  the undertaking of such other business, which the Reserve 
Bank may, with the prior 'approval of the Central Government, con- 

sider to b e  conducive to the spread of banking in  India or to be  
otht~wise useful or necessary in theapublic interest. J 

Explanatiorz.-For the purposes of section 8,  a banking company 'shall 
not be depmed, by reason of its forming or having a subsidiary company, to 
be' engaged indirectly in the business carried on by such mbkidiary com- 
pany.". 

Amend- 23.- In section 20 :of the Banking Regulation Act, in sub-sectidn; ( I ) ,  b 
merit clause (b), in sub-clause (iii), after the words "of which", the words ", or the 

' section 
20. sybsidiary or th i  holding company oi which" shaU be inserted. 

Inser- 24. After secthn 21 of the Banking Regulation Act, the following section 
tion Of &a11 be inserted, namely:- 
new 

. section 
21A. 

Rates "21A. Notwithstanding anything contained in, the Usurious Loans 
of 
interest Act, 1918, or any other law relating to indebtedness in force in any State, 10 of 1918. 

charged - a transaction b e t v e ~ a  a banking company and its debtor shall not be re- 
by 'opened. by any Court on the ground that the rate of interest c h u g 4  by 
banking &e banking company in respect of ~ u c h  transaction is ,exce'ssive.". 
com- 
panies, 
not to 
be sub 
b t  to 
scrutiny 

+ 
. 

Courts, 
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25. In s'ection 22 of the Banking Regulation Act,-- - ~ i g 3 f t .  . 
m&p &f$%i" 

~ ~ E I $ @ B  - 22. -; 
(i) in sub-section (3) ,- 

(a) in the opening portion; the words "all or any of" shall 
omitted; . . > 

. , 
( b )  for clause (c), the following clauses shall be' substituted, 

namely:- . . .  

"(c) that the general character of the proposed manage- 
L 

ment of the company will not be prejudicial to the public , 

interest or the interest of its depositors; 

' ( d )  that the company has adequate capital structure and 
earning prospects; 

, - r ' .  (e) that the public interest will be served by '&the grant 
of a licence to a e  company to carry on banking business in, 

, . I , ,' 
~ u -  . India; 

I .  

, ' ( f )  that having regard to the banking facilities available 
1 r in the proposed principal aTea of operations of the com- 

. pany, the potential scope for . expansion 'of banks ,already in 
existence in the area and other relevant factors the grant 
of the licence would not be prejudicial to the operation and 

, - consolidation of the banking system consistent yith mone- 
tary stability and economic growth; 

' (g). my otlier condition, the Mfllment of which would, 
a in the opinion of the Reserve Bank, be necessary to. ensure that 

the carrying on of banking business in India by the sompany 
will. not be prejudicial to tbe public interest or the interests 
of the depositors."; 

I . . (ii) after sub-section (3), the following sub-section shall be inser- 
ted, namely:- 

'. , "(3A) Before granting any licence under this section to a 
company incorporated outside India, the Reserve Bank . may red , 

quire to be satisfied by an inspection of the books of the company 
I or.. otherwise .that the conditions specified in sub-seetion (3) are 

. fulfiUed and that the carrying on of bariking business by sych 
I 
I 

company in India will be in the public interest and that the Gov- 
ernment or law of the country in which it is incorporated does 
not discriminate in any way against banking companies register& 
in India and that the company complies with all the provisions of 

- this Act applicable to bankihg companies incorporated outside 

I 
, .  India."; 

i (ifi) in sub-section (41, clause (iii), after the word, braclcets 
! and fi@re "sub-secti~n (3)", the words, brackets, figure 2nd letter 
! "and sub-section (3A)" shall be inserted: 
i 
i 
I 
! 
I 
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Wegd- 26. In section 24 of the Banking Regulation Act,- I , 

WQt d 
*n 34. 

(a) in sub-section (19, for the words "time and demand UabiE- 
ties", the words "demand and. time liabilities" shall be substituted; 

( b )  +I sub-section (2A) ,-- 

(i) in clause (a), for the words and figures "shall maintain 
in India in caih, gold or unencumbered approved securities, valued 
at a price, not exceeding the current market price, an amount which 
shall not at the close of business on any day be less than 25 per cent. 
of the total of its demand and ,titme liabilities in India", the following 
shall be substituted, namely:- 

"shall maintain in India,- 

, 
I (A) in cash, or 

, > 

(B) in gold valued at a price 'not exceeding. the cur* , 
rent market price or in unencumbered approved securi- 
ties valued at a price determined in accordance with such , 

one or more of, or combination of, the following methods 
of <valuation, namely, valuation with reference to cost price, 

, market price, book value or face value, as inay be spsified 
by the Reserve Bank from time to t h e ,  - 

an amount which shall not, at the close of '  business on any 
day, be less than twenty-five per cent. 'or such other per: 
centage not exceeding f.orty per cent.' as the Reserve Bad$ 
may, from time to time, by notification in the Official Gazette, 
specify, of the total df its demand and time liab$ties in India, 
as on the last Friday of the second preceding fortnight"; 

(ii) for clause (b), the following clause shall be substituted(, 
nme1y:- 

"(b) in computing the amount for the purposes of clause 
- >  L 

(4 9- 

. (i) the deposit required under sub-section (2) of 
section 11 to be made with the Reserve Bank by a 
banking company incorporated outside India; 

(ii) any cash or balanca maintained in India by a 
banking coampany other than a scheduled ' bank with 
itself or with the Reserve Bank or by way of net balance 
in current account in excess of the aggregate of' the cash 
or balance or net balance required to be maintained 
under section 18; 

( i i i )  any balances maintained by a scheiluled bank 
with the Reserve Bank in excess of thc bdancc required 
to be maintained by it under section 42 of the Regerve 

.Y - Bank o;E hdia  Act, 1934; 2 of 1934, 
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(iv) the net balance in current accounts maintained 
in India by a scheduled bank; 

(v) any balances maintained by ,a Regional Rural 
Bank in call or fixed deposit with its Sponsor Bank, 

shall be deemed to be cash maintained in India."; 

(iii) the lollowing Explanation shall be inserted a t  the  end, 
namely : - P a 

I 

"Explanation.-For the purpose of clause (a) of this sub- 
section, the market price ol an approved security shall be the 
price as on the date of the issue of the notification or as on any 
earlier or later date 2s may be notitied from time to time by the 
Reserve Bank in respect of any class or classes of securities."; - 

(c) in sub-section (2B), the words and figures "established under 
21 of 1976. section 3 of the Regional Rural Banks Act, 1976" shall be omitted; 

( d )  for sub-section (3j, the following sub-sections shall be subs- 
. tituted, namely:- 

J 

' (3) For the purpose of ensuring compliance with the provisions 
of this section, every banking company shall, not later than twenty 
days after fie end of the month to which it relates, furnish to the 
Reserve Bank in the   re scribed form and manner a monthly return 
showhg particulars of its assets maintained in accordance with this 
section, and its demand and time liabilities in India at the close of 
business on each alternate Friday during the month, or if any such 
Friday is a public holiday, at the close of business on the preceding 
working day: 

Provided that eveq Regional Rural Bank shall also furnish a 
copy of the said return to the National Bank. 

(4) ( u )  If on my alternate Friday or, if such Friday is a pubgc 
holiday, on the preceding working day, the amount maintained by a 
banking company at the close of business on that day falls below the 
minimum prescribed by or under clause . ( a )  of sub-section @A), 

1 
such banking company shall be liable to pay to the Reserve Bank in 

I 
respect of that day's default, penal interest for that day at the rate 

I 

I 
I 

of three per cent. per annum above the bank rate on the amount by 
I which the amount actually maintained falls short d the prescribed 

1 minimum on that day; and 

I 
! 

(b) if the default occurs again on the next succeehg alternate 
i Friday, or, if such Friday is a public holiday, on the preceding worlring 

I day, and continues on succeeding alternate Fridays or preceding work- 
ing days, as the case may be, the rate of penal interest shall be increased, 

I to a ra.te of 5ve per Ceht. per annum above the bank rate on each 
s u c l ~  slxortfall in respect of that alternate Friday and each suc- 

i ceeding alternate Friday or preceding working day, if such Friday 

1 is a public holiday, on which the default continues. 
I 
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(5) (a) Without prejudice to the provisions of sub-section (3), . 

the Reserve Bank may require a banking company to furnish to it a 
return in the form and manner specified by it showing particulars of 
its assets maintailid in accordance with this section and its demand 
and time liabilities in India, as at the close of business on each day of 

I n month; and , 

( b )  without prejudice to the provisions of sub-section (4), oq 
the failure of a banking company to maintain as on any day, the amount 
so required to be maintained by or under clause of sub-section 
(2A)  .Sle Reserve Bank may, in respect of such , require the 

banking coEpany to pay penal interest for that day as provided in 
clause (a) of sub-section (4 )  and if the default continues on the next 
succeeding working day, the penal interest may be increased as pro- 
vided in clause (b )  of sub-section ( 4 )  for the concerned days. 

(6) (a) The penalty payable under sub-section (4) and sub- 
section (5) shall be paid w i t h  a period of fourteen days from the 
date on which a notice issued by the Reserve Bank demanding 
payment of the same is served on the banking company and in the 
event of failure oi the banking company to pay the satne within such 
period; the penalty may be levied by a direction of the principal civil 
court having jurisdiction in the area where an office of the defaulting 
banking company is situated, such direction to be made only upon an 
arjplication made by the Reserve Bank in this behalf to the court; 
and 

( b )  when the court makes a direction under clpuse (a ) ,  it shall 
issue a ce~tificate specifying the sum payable by the banking company 
and every such certificate shall be enforceable in the same manner as 
if it were a decree made by the court in a suit. 

( 7 )  When under the provisions of clause (b)  of sub-section 
(4) p e ~ ~ a i  inkrest at the increase rate of five per cent. abov,~ 
the bank rate has become payable by a banking cowany, if 
thereafter tile amount required to be maintained on the next 
succeeding alternate Friday, or if such Friday is a public holiday, 
the next preceding working day, is still below the prescribed 
minimum, every director, manager or sxretary of the banking 
company, who is knowingly and wilfully a party to the default, 
shall be punishable with fine which may extend to five hundred 
rupees and with a further fine which may extend to five hundred 
rupees for each subsequent alternate Friday or the preceding 
worlcing day, as the case may be, on which the default continues. 

48) Notwithstanding anything contained in  this section, if 
the Reserve Sanlr is satisfied, on an application i n  writing by the 
defaulting banking company, that the banking company had 
sufficient cause for its failure to comply with the provisions of 
clause (a) of sub,-section (ZA), the Reserve Bank may not 
r2emaid the payment of the penal interest. 

Exp2ano.lion.--In this section, the  expression "public holiday" 
means a day which is a public holiday under the Negotiable 

i Instruments Act, 1881.'. 
26 of 1881. 
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27. In section 29 of the Banking Regulation Act, after sub-section Amend- 
# (3), the following sub-section shall be inserted. rst.,rnelgi:-7- ment of 

section 
29. 

"(3A) Notwithstanding anything to the contrary contained in 
1 of 1956. , sub-section (3) of section 210 of the Companies Act, 1956, the period 

to which the profit and loss account relates shall, in the' case of a 
banking company, be the period ending with the last warking day 
of the year immediately preceding the year in which the annual 
general meeting is held.". 

28. In section 34A of the Banking Regulation Act, for sub-section (3, Amend- 

the following sub-section shall be substituted, namely:- ment of 
section 
34A. 

'(3) For the purposes of this section "banking company') in- 
cludes the Reserve Bank, the Development Bank, the Exim Bank, 
the National Bank, the State Bank of India, a corresponding. new 
bank, a regional rural bank and a subsidiary bank.'. 

29. In section 35 of the Banking Regulation Act,- Amend- , 

ment of 
section 

(i) after sub-section (I) ,  the following sub-section shall be 35. 
inserted and shall be deemed to have always been so inserted, 
namely: - 1 

" (1 A) (a) Notwithstanding anything to the contrary con- 
tained in any law for the time being in force and without pre- 
judice to the provisions of sub-section (I), the Reserve Bank, 
at any time, may also cause a scrutiny to be made by any one 
or more of its officers, of the affairs of any banking company and 
its books and accounts; and 

(b) a copy of the report of the scrutiny shall be furnished 
to the banking company if the banking company makes a r e  
quest for the same or if any adverse action is contemplated 
against the banking company on the basis of the scrutiny."; 

(ii) in sub-section (2), after the words, brackets and figure "any 
ofiicer making an inspection under sub-section (I)", the word&> 
brackets, figure and letter "or a scrutiny under sub-section (IA)D 
shall be inserted; 

1 a (iii) in sub-section (3)) after the words, brackets and figure 
i 
I "inspection under sub-section (I)", the words, brackets, figure and 
1 letter "or a scrutiny under sub-section (1A)" shall be inserted; 
I 

(2m) in sub-section (4 ) )  after the words "on -any inspection", 
i the words "or scrutiny" shall be inserted. 
i 

30. In section 35B of the Banking Regulation Act,- [ , Amend, 
ment of 

ti section 
i (i) in sub-section (I), in clause (a), after the words "any pro- 3513. 
I vision relating to", the words "the maximum permissible number of "- 
1 

&rectors orv shall be inserted; 
2 i 
Y 
P 
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(ii) in sub-section (2 ) ,  for the words and figures "provisions of 
sections 310", the words and figures '.provisions of sections 269, 310" 
shall ,be su.bstitutcd; 

(iii) after sub-section (2), the following sub-seckion shall be 
inserted, namely: - , 

" (ZA) Nothing contained in section 198 of the Companies 
Act, 1956 shall apply to a banking company and the provisions of 1 of 1956. 
sub-section (1) of section 309 and of section 387 of that Act 
shall, insofar as they sre applicable to a ba~king company, have . 
effect as if no reference had been made in the said provisions to 
section 398 of that Act.". 

Amend- 31. In section 36AB of the Banking Regulation Act, in sub-section 
Inent of ( I ) ,  the proviso shall be omitted. . 
section 
36AB. 

Amend- 32. In section 36AD of the Banking Regulation Act, for sub-section 
*entof (3) ,  the following sub-section shall be substituted, n a m e l y : ~  
section 
36AD. 

Arnend- 
ment of 
section 
42. 

' (3) For the purposes of this section "banking company" includes 
the Reserve Bank, the Development Bank, the Exim Bank, the 
National Bank, the State Bank of India, a corresponding new bank, 
a regional rural bank and a subsidiary bank.'. 

33. In section 42 of t b  Banking Regulation Act,- 

(i) for the words and figures "sections 460, 464 and 465", the 
word and figures "section 460" shall be substituted; and 

(ii) the words "or with the appointment of a committee of 
inspection" shall .be omitted. 

Amend- 34. In section 45 of the Banking Regulation Act,- 
ment of 
section 
45. (a) in sub-section (5), in clause (i),- 

(i) in the f i s t  proviso, for the words "as are applicable", in 
the two places where they occur, the words "as are, at the time 
of such payment or grant, applicable" shall be substituted; 

0 
(ii) in the second proviso, for the words "the doubt or 

difference shall be referred", the words "the doubt or diikrence 
shall be referred, before the expiry of a period of three years 
from the date of the payment or grant mentioned in that clanuse," 
shall be substituted; 

(b) in sub-section (a), the following shall be inserted at the 
end, namely: - 

"including the trustees or other persons managing, or connect- 
ed in any other manner with, any provident fund or other fund 
rnai~tained by any of tho$? companies or the transferee bank"; 
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(cj in sub-sectioll (92, for t!ic words "On and from such date 
as may be specified b ~ r  the Cle->tr?l Gov~rnnient in this behalf", the 
words "On and from ths: date of tL? coming into operation of, or as 
the case may he, ti12 date speibified izl this behalf in, the scheme'' 
shall be substituisd; 

(d) in sub-sec-lion (i5), for the words and figures "any othaw 
banking institution noiifiezd Sy ihe Central Government under see- 
tion 51", the words "a subsidiary bank or a corresponding nesv 
bank" shall be substituted; 

9 

( e )  the l'ol2owing ExpZa.izcct.io.n shall be inserted at the end, 
namely : - 

"Exp1anwtio.n.-References in this section to the terms and 
conditions of service as app!ica.ble to an employee shall not be 
construed as extending to the rank and status of such 
employee." 

35. In sections 45A and 455 of the Banking Regulation Act, for the Amend- 
5 of 1898. ' words and figures "Code of Criminal ~rocedu+re,' l898", wherever they mentof 

sectione 2 of 1973. occur, the words and figures "Code of Criminal Procedure, 1973" shall be 45A 
substituted and in sub-section (5) of t h  said section 455, the words 455, 
"and all such trials shall be without the aid of a jury" shall be omitted. 

36. In section 45.15 of the Banki'ng Regulation Act, for the words "Chief Amend- 
P ~ e s i d e n c ~  Magistrate or the District Magistrate", wherever they occur, ment 
the Words '(Chief Metropolitan Magistrate or the Chief Judicial Magis- section 

trate" shall be substituted. 455. 

37. After section 45X of the Ranking Beplation Act, the following Insertion 
Fa.rt shall be iriserted, namely:- of new 

$ Part 
"PART IFIB IIIB. 

45Y. The Central Government may, after consultation with the Power or 
Reserve Bank and by notification in the Official Gazette, make rules 

Govern- 
specifying the periods for which- ment to 

I 

I ( a )  a banking company shall preserve its books, accounts make 
I and othpr docume~~ts; and rules 

for the 
(b) a banking company shall Freserve and keep with itself preser- 

different instruments paid by it, vation 
of 

432. (1) Where a banking aompany is required by its customer 
to return to him :I paid instrument before the expiry of the period 
specified by rules made under section 45Y, the banking company 
shall not return the instrument except after making and keeping in 
its possession a true copy of all relevant parts of such instrument, 
such copy being made by a mechanical or other process which in 
itself ensgres the accuracy of the copy. 

records; 
Return 
of Paid 
instru- 
ments to 
custo- 
mers. 

I .  
(2) The baiiking company shall be entitled to recover from the 1, customer the cost of making such copies of the instrument. 

I Exp1a~zal;ion.-In this ' section, "cv.stomer" includes a Govern- 
I' ment department and a corporation incorporated by or under any 

law, 
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Nomina- 45ZA. (1)  Where a deposit is held by a banking company to the ' 
tion for credit of one or more persons, the depositor or, as the case may be, 
payment 
of depo- all the depositors together, may nominate, in the prescribed manner, 
sitors' one person to whom in the event of the death of the sole depositor 
money. ' or the death of all the depositors, the amount of deposit may be 

returned by the banking company. 

(2) Notwithstanding anything contained in any other law for the 
time being Sn force or in any disposition, whether testamentary or 
otherwise, in respect of such deposit, where a nomination made in 
the prescribed manner purports to confer on any person the right' . 
to receive the amount of deposit from the banking company, the 
,nominee shall, on the death of the sole depositor or, as the case may 
be, on the death of all the depositors, become lentitled to all the 
rights of the sole depositor or, as the case may be, of the depositors, 
in relation to such deposit to the exclusion of all other persons, 
ulzless the nomination is varied or cancelled in the prescribed 
manner. 

(3) Where the nominee is a minor, it shall be lawful for the 
depositor making the nomination to appoint in the prescribed 
manner any person to receive the amount of deposit in the event 
of his death during the minority of the nominee. 

(4) Payment by a banking company in accordance with the 
provisions of this section shall constitute a full discharge to the 
banking company of its liability in respect of the deposit: 

Provided that n o t k g  cont.ai.114 in this sub-sedion shall affect 
the right or claim which any person may have against the person 
to whom any payment is made under this section. 

Notice 45ZB. No notice of the claim of any person, other than the 
of person or persons in whose name a deposit is held by a bzanking 
claims of 
other company, shall be receivable by the banking company, nor shall the 
persons banking company be bound by any such notice even though express- 
regarding ly given ta it: 
deposits 
not Provided that where any decree, order, certificate or other , 

receiv- authority from a court of competent jurisdiction relating to such 
able. deposit is produced before a banking company, the banking company 

shall take due note of such decree, order, certificate or other 
authority. 

Nomha- 45ZC. (1) Where any person leaves any article in safe custody 
tion for with a banking company, such person may nominate, in the pres- 
return 
of arti- 

cribed manner, one person to whom, in the event of the death of 
the person leaving the article in safe custody, such article may be cles kept 

in safe returned bv the banking company. 
custody 
with (2). Where the nominee is a minor, it shall be lawful for the 
banking person making the nomination to appoint in the prescribed manner 
cornpanty. any person to receive the article deposited in the event of his death 

, during the minority of the nominee. . 

(3) The banking company shall, before returning any articles 
under this section to the nominee ar the person appointed qnder 
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sub-section jl?), prepare, in such manner as may be directed by the 
Reserve Bank from time to time, an inventory of the said article3 
which shall be signed by such nominee or person and shall deliver 
a copy of the inventory so prepared to such nominee or person. 

(4) Notwithstanding anything contained in any other law for 
the time being in force or in any disposition, whether testamen- 
tary or otherwise, in respect of such article, where a nomination 
made in the prescribed manner purports to confer on any persbn 
the right to receive the article from the banking company, the 
nominee shall, on the death of tkie person leaving the article in safe 
custody, become entitled to the return of the article to the exclusion 
of d l  other persona, unless the nomination is vasied s r  cancelled 
in the prescribed manner:( 

Provided that nothing contained in this section shall affect the 
right or claim which ahy person may have against the person to 
whom the article is returned in pursuanm of th%s sub-section. 

J. 45ZD. No notice of the claim of any person, other than the Noticeof 

person or persons in whose name any article is held by a banking 'lairns 
of other company in safe custody, shall bk receivable by the banking com- persons 

pany, nor shall the banking company be bound by any such notice regard- 
even though expressly 'given to it: ing arti- 

cles not 

Provided that where any decree, arder, certificate or other 23- 
authority from a court of competent jurisdiction relating to such 
anticle is produced before a banking company, the banking oompany 
shall take due note of such decree, order, certificate or other 
authority. 

P b 

451ZE. ( I )  Where an individual is .the sole hirer of a lockw Release of 
from a banking company, whether such locker is located in the safe contents 

deposit vault of such banking company or elsewhere, such indivi- Of safety 

dual may nominate one person to whom, in the event of the deatIi 
lookers. 

of sbch individual, the banking company may give aecesp to the 
locker and liberty to remove the contents of the locker. 

I 

(2) m e r e  any such locker is hired from a banking company 
by two or more individual9 jointly, and, under the contract of hire, 

I the locker js to be operated under the joint signatures of two or 

I 
more of such hirers, such hirers mag nominate one or more persons 
to whom, in the event of the death of such joint hirer or hirers, the 

I banking cornpaiiy may give, jointly with the surviving joint hirer ! 
i or joint hirers, as the case may be, access to the locker and liberty 
I to remove the contents of such locker. 
I 

[ (3) Every nomination under sub-section (1)  or sub-section (2) 
shall be made in the prescribed manner. 

6 
(4) The banking company shall, before permitting the removal 

of the contents of any locker by any! nominee or jointly by any 
1 nominee and surv,ivors as aforesaid, prepare, in  such manner as 

may be directed by the Reserve Bank from ttme to time, an invend 

1 tory of the conients of the locker which shall be signed by such , 

nominee or jointly by smh) nominee and surviv0l.s and shall deliver 
s 
B [ 



Notice of 
claims of 
other 
persons 

regard- 
ing 
sdety 
lockers 
not re- 
ceivable. 
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a copy of the inventory so prepwed LO such nominee or nominee 
and survivors. 

(5) On the removal of the contents of any locker by any 
nominee or jointly by any nominee and survivors as aforesaid, the 
liability of the bdlnking company in reIat~on io tke contents of the 
locker shall stand discharged. 

(6) No suit, prosecution OY other legal p~oceeding shall lie 
against a baaking conipam?,y lor any damage caused or likely to be 
caused-, for allowing access to any locker, and liberty to remove 
the contents of su.& l~cheI', ins pursuance of the provisions of sub- 
section (1) or sub-section (2), as the case may be. 

45.253'. No notice of the c!aim of any person, other Clan hirer or 
hirers of a loclcer, shall be ir-eivable tsg a banking company nor 
shall the banking compaay be bound by any such notice even though 
expressly given to it: 

Provided that where any decree, order, certificate or other 
authority from a court of competent jurisdiction relating to the 
locker or its contents is produced hefox the banking company, the 
banking company shall take due note of such decree, order, certi- 
ficate or other authority.". 

Amend- 
ment of 

38. 1~ section 46 of the Banking Begu-lation Act,- 

section (i) in sub-sectioi~ (23, the words "an officer making an in- 
46. spection under that section", the words "an officer making an in- 

spection or scrutiny under that section" shall be substituted; 

(ii) for sub-sied'3~ ( 4 ) ,  t1~2 followr'ng sub-section shall be 
substituted, namely: - 

" ( 4 )  If any other provision of this Act is contravened or 
if any default is made in-- 

( t )  complyi~g mi-th any requirement of this Act or of 
any order, rule 01- direct:on made or condition imposed 
thereunder, or 

(ii) carryirg aul: the terms of, s r  the obligations under, 
a scheme sanctioned under sw.b-section (7) of section 45, 

by any person, such person shall be punishable with fine which 
niay extend to two thousand rupees, and w h e p  a contravention 
or default is a con'i:ii~:ing one, wiYn a further fine which may 
extend to one hundred rupees for every day, during which 
the contravention cz default continues.'.'. 

Amend. 39. In section 4'7 of tile Banking Regulation Act, for the words '"0 
merit cou,rt inferior to that o l  a Presidency Magisirate or a Magistrate of the 
section 
4'7. first class", the words "n.:) court other Ynan that of a Metropolitan 

Magistrate or a Judicial Magistrate of ,the first class or any c o w  
superior thereto" shall be suhstitutcd, 



48. ,,.. -. ~ecti??, #..: .-:x,,2 :51 qf th? r.;.+ : . Bnpking , .:.: , . , , . : ,.. Regulation Act . . . . . . .  be 'ra.9umbered . . .  ' ~ rnQdues i  
.;d $bb'$$Eflijn: (qy'd* that sebtion, of .w&s 

... . Si. 

+- ( i )  far the figures, words, brackets and l i & k f ~ ' " l ~ ' f o  21, 23 
. . tot 2'8; Zg [exoltidiiig iub-&cti& (311, 31, ~d 35, 35K, jB [exclud. 

. . 
cl;aus&', (dj of: kb-+kiiij:n ], d;$ tc; 4839, thk f i ~ + ,  Wma, 

, ..; s ~ ~ G ~ ~  and 6i;a.6keti' "19 to ~ I A ,  23 t~ 28, ' 29 ' [ex&lding sub- 
section (3) ], 31, 34, 35, 35A, 36 [excluding ~fiuse '@) '' of sub .. 

section (I)], 45.Y to 45ZF, 46 to 48" shall be-substi:tutf?d~; 

(ii) for the words, figures and brackets "or anjr ~033%~-  

onding . . I . . . . . . . . . . . . .  new bank consMtuted ,under .yAiop,'.3 of. ,the Batlking 
Po&&nieii ( ~ c ~ u i s i t i o n  and ~ i a n i f e r  of Und&tal&&?> ,. . - A ~ > ,  :.: . :Act, . 
1970, or a Regional Rural Bank established . under section 
8 03 .$he Regional Rural. Bankg Act, 1976 or Sny e6rmsponding 
new bank constituted under section' 3 of the Etanking C6mpamie.s 
(-&cquisitbn and. Transser of undertakings) Act, 1980, 'or a'ny 
ot&x banking insti,tution noti.fied by the Cenbal Government 
i'n this behalf?', the words "or any corresponding n-e.w bank or 
a Re&.onal- Rural Bank o? any subsidiary . . bank'? sh&D be sub- 
$titLlted;. . . . ., . . 

(iii) in the proviso,- 

,- - 
(A) in clause (a),, for the wordis "general manager", 

tb;g words "managing director" shall be substituted;. 
.r;: . . . . .  . . . . .  

. , 
. . 

...... ' (B) '  fo$ dauses (b) and (c)', . tke . ,. . cl&?.?s - ....... . . shall 
be substituted, namely:- 

" (blj nothing contained in sib-clause (iib) of clkuse 
( b )  of sub-section of qection 20 shall apply. to any 
bank referred to in sub-section (I;):, in~.ofar as the said 
hb-clause (iii) of; clause (b) '  precludes that bank 
from enteiing into say cdmG<ment i6r .&anting any 
loan Qr advance .to or on bekialf of a company (not 
being a Government company) in which sot l$gq than 
forty i7 . .', per cent. of the paid-u:p capital' is - b ~ l d  (whether 
singly or takgn together) by $he' central-Governmenf: ;i rc.$U"..iL 

or the Reserve Bank or a corpo~ation owned by that 
. . 

bank; and 
B 

(c), nothing contained in section M or in qtim I 
I 

fSIIA shall apply ;to,- 
\ . . 
i ..... . . : . . . (i) an office? o j  the: .C&iral wv&mment or 

1 . . 
the Reserrve Bahk, nomPliated. or ~p$ointed as 
dirstor  of the State Bank of 1fid.U of any comes- ] 

. . -. . pbnding , new ba,& or 8 .R&ot?al Rwal Barik 6r 
.I:  . . 

. . any subsidiary bank or a binking company; oi - < 
. . . . $ .  

. . . . . . . . .  . . . .  . , : .  (it) a@ officer o f  t h ~  SJqt* :. : .$qqk ot India or a.' 

. . .  _ .... corresep@@ &y Pqnk Q& :a B@?pl Rural Bank 

. 

or'-a &bs"idi'&y b a n k " b i n a ~  or app&fgd 
, . . - - *  . 

. . &&& of mS; bf .@j6 sd&b&&s tn& ;hiag ae 
. .  . ., .. 

,b* .p$fEh &&. 11) &.,:. > ~ ,  ..?.V .. 

1 . . . . : .  02 05 a ~EQI&@ f@mpxr". - ' . . . . . .  * .  t w , T,r, I. ; : .. .: . . , , .  .... ... .... 4 . + 3 Law-6 ,: : . . . . .  . . 
$ !. 
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. > 
( b )  after sub-section ( I )  as so re-numked, the follo'V$in$ pub- 

section shall be inserted, namely:- 

" (2) References to. a ibank!ing company in any rule or di.ee- 
tion relating to any provision of this Act referred to in sub- 
section (1) shall, except where such rule or direction provide9 
otherwise, be construed as referring also to the State Bank of 
India', a corresponding new bank, a Regional Rural Bank and 
a subsidiary bank.*. 

Amend- 41. In section 52 of the Banking Regulation Ad,- 
menC of 
section (a) sub-section (3) shall be omitted; 
5%. 

-(b') after sub+ecfion ( 4 ) ,  the following &b-section shall be 
jnserted, namely: - 

"(5) Every rule made by the Central Government under 
this Act shall be laid, as soon as may be after it is made, 
before each House of Parliament, while it is in session, for a 
total period of thirty days which may be comprised in one 
session or in two or more successive sessions, and if, before the 
expiry of the session immediately following the session or the 
successive sessiAns aforesaid, both Houses agree in making any 
modification in the rule ol? both Housies agree that the rule 
should not be msde, the rule shall thereafter have effect only in 
such modified form or be of no effect, as' the case may be; so, 
however, that any such modification or annulment shall be with- 
out prejudice to the validity of anything previously done under 
that rule.". ' - - - I  - T I '  

Amand- 42. In section 56 of the Banking Regulation Act,- 
ment of 
section -(i) for sub-clause (ii) of clause (c), the following sub-clause 
59. 2 shall be substituted, namely: - , \ 

"(ii) clauses (f), (h) and (nb) shall be omitted;"; 
/ 

'(3) for clause (f). the following clause shall . - b'e substituted, 
- - 1 - r - -  .I*S n-, 

' r;.amdy:- 
'(f) for section 7, the following section shall be substituted, 

namely: - I T  

'7. (I) No co-operative society other than a co-opera- 
tive bank shall use as part of its name or in connection! 
with its business any of the wdrds '%ankV, "banker" or 
'%anking". and no co-operative society shall carry on the 
business of banking in India unless it uses a s  part of ib 
name at least one of such words. 

- 
(2) Nothing in this section shall apply to- 

(a) a primary credit society, or - I I T  

'(b) a co-operat$ve society formed For thh prutec- 
tion of th'e mutual interest of co-operative b'ad'e or 
co-operative land mortgage banks, or 

(c)' any co-operative society, not . being a primary 
credit society, formed by the employbes of- 

"---, , - - 
( I )  a banking company ox the State bnX of 

-71 --- -I 

'Xnia or a co,rr~pniUng mew Badi OF a mbsbdiarrg 



bank of such banking company, State Bank of India 
or a corrmponding new bank; or 

. - - . . L(ii)- a ca-operative bank or a p r m ,  credit 
society or a co-operative land mortgage bank, 

insofar as the word "bank, "banker" or "banking" 
appears as part of the name of the employer bank, or 
as the ease 'may be, of the bank, whose s u b s i d i a ~ ~  the 
employer bank is." '; J 

(&), dter clause (f),  the following clauses shall be in&iww 
nam,eky: - 

'(ft)> in section 8, for the proviso, the following proviso 
s M  be substituted, namely: - - ., 

"Provided that this section shall not apply-- 

(a) to any such business as aforesaid which w* in 
the course of being transacted on the commencement of 
clause (iii) of sectlon 42 of the Banking Laws (Arnend- 
menb) Act, 1983, so, however, that the said business 
shall be completed before the expiry of one year from 
such commencement; or 

(b) to any business as &s specified in pursuance of 
elause (9 of sub-section (1) of section 6;"; 

(jii)> in section 9, for the second pxoviso, the following pro- 
oliws shall be substituted, namely:- 

"Pmvided further that in the case of a primary credit 
sociek which becomes a prunary co-operative bank &er the 
commencement of'clause (zii) of sectlon 42 of the Banking - 
Laws (Amendment) Act, 1983, the period of seven yeas  
sdhall commence from the day it so becomes a primary eo- 
operative bank: 

Provided also that the Reserve Bank may, in any garti- 
cular case, extend the aforesaid period of seven years by 

i 
I such period as it may consider necessary where it is satisfied 

that such extension would be in the interests of the deposi- 
tors of the co-operative bank." '; 

(iv) in clause (g), for the figures and letters "lOB, lW', the 
1 figures and letters "105, lOBB, 10C" shall be substituted; 
I 

(v)  for clause (j), the following clause shall be substituted, 
namely: - 

'(j) for section 18, the following section shall be substituted, 

i smely:  - 
"18. (1) Every ~o~operative bank, not being a Stab co- Cash 

operative bank for the time being included in the Second resave b 
3 efl 1934. Schedule to the Reserve Bank of lndia Act, 1934 (herein- 

after referred to as a "scheduled State Co-operative Bad"), 
f 
6 

&tall maintain in India by way of a h  reserve ~ i t h  i~ 
f w by way of Mmm in a eaxnent a m w t  with the Rwww 
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> I .  ir the State ?a-operative ba-pk of the State concerned 
or by way of net balance in current accounts, or, in the case 
6f 'hpfiin'a'ry co-operative bknk, with the central co-operative 
')3u of the district concerned, or in one or more of the afore- 
saJd w,ays, a sum equiyalent t~ a$ least three per cent. of the 
tptg of its demand and time liabilities in India, as on the last 
ryriqay of the second preced%g foytniiht and shall submit to 
the Reserve Bank before the Bteenth day of every month a 
return showing the amount so held on alternate Fridays 
duriag a month with particulars of its deniihd and time 
liabilities in India on such Fridays or if an'y such Friday 
is a public holiday under the Nggotial&! Instruments Act, 
1881, at the close of busiiess on the preceding working day. 26 of 1181. 

B s .  Explanation.-In this section and in section 2P- 
I 

FS, (a) "liabilities in India" shall not include-- 
(i) tkie paid-up capital or the reserves or any 

credit balance in 'the profit and loss account of the 
co-operative bank; 

(ii) any a~vance take9 from a State Govern- 
ment, the Reserve Bank, the Development 
Bank, ;the Exim Bank, the National Bank or from 
the National Co-aperatjve Development Corporation 
established under section 3 of the National Co- 
operatiire ~evel.o~nYent Cofporaii'on Act, 1962 by the 26 of 1962. 
co-operative bank; 

E P .  .. ('iii) in the case of a:State or central co-operative 

, , ' bink, also any aePdsit of rnohdy'*ith it representing 
, tke reserve fund 'or  %ny '$Art ihereof maintained 

. st .. * 
with it by 'any other cozd$&ratffe society within its 

, ' 2  

L 6, 
area of ogbration, and'in the'dase of a central co- 

k ,  

operative bank, abo an advahee taken by it from 

4 the State co-operative bank of the State concerned; 
' 
' ^ .- (iva in the case of a pi.imay co-operative bank, 

also any advance taken by it horn the State co- 
operative bank of the State concerhed or the central 

r a-operative bank of the district concerned; 
,., 
r , #  (v) in the case of any coyoperative bank, which 
. , I * has granted adva~ce .agajmt p y  balance main- 

tained with it, such balance to the extent of the * 
' 

h I 

, amount outstanding in respect bf such advance; and 
1 

5 

(vi) in the case of any co-operative bank, the 

, 1. amount of any advance or other credit arrangement 
J ", .> 

drawn and availed of against approved securities; 

'4.' 
I--. ,., 

( b )  ':fortnight" shall megn t$e period from Saturday 
, . p' "to the iecorid $oflowing ~r ida~ ,"bo th  days inclusive; 

(c)  "net balance in current accounts" shall, in 

&, , relation to a co-operativ'e bank, mean ,tk excess, ff any, 
of the aggregate ,of the credit balances in current 

p,. . mmt m.tintalned by that c~pgxat ive  bank with the 
i ' 5  

Stxite Bank of Inda or a subsidiary bank or a con@- 
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... . .P99~&g n.ew bank, over the .aggregate sf '  the credit 
k&,q~es  in ,current p.cooynts held by the said banks 
@th quch co9perativ.e bank; 

(d)  for the purpose of  computation tif +iabilities, the 
aggega$p, gf the liabilities of ,a co-operative bank to the 
2 I 

State Bank of India, a s u b s i e r y  bank, a correspondtng 
new bank, a ~ e ~ i o n a l  Rural Bank, a banking compFv. 

. - or ;Ciiiy . ~ t h &  fina.nei31 .ifi&t:tituti~il hotified by the Central . '&j+i,+&&nt in itHiS .b&,:&lf shall b;@ teduced by ff,e 

:'a.ggk<$ge i+jf the fiabi.Eties of 3U.ph banks and insti- 
tutions to the co-operative bank; J 

:.(el - h y  cash with ,:a ;c6ioper8tive bank or any ba- 
Imce held:lby. a c02o~e.rati.e ,.bank with another bank, 

. . -:ishall not, to .the extent .such cash -6r ,;such balance re- 
* .  , . presents $he balance i!q, or investment of, Agricultural 

. . e :Gr&it Stabilisation -Fund of suoh co-bperative bank, be 
. . deems ;to @e cash maid,t.tabed in iIndia. . . 

, : 

- '(2) Tlik m$eiire 'Bank fii'ay, "for. the 'purposes of this 
:=tion and seckion 24, specify from :time to t h e ,  with 
M z , ~ f e ~ P e ~ c e  -to any transaction  or ;class of fnansactions, that 
sqch omaction or transactions shall be regarded as liability 
a Id& . b f  G .eijL63aGk>a~iie..Eghk, ..an'd, if $Ay -dG;estion arises 

: .  . 

:i&$ to ',%hetHgr .-ady 4 trsi,n,ia.ctidn dr . of , ,  tra*~sactions 
- .  

iE.. ..=eg~d&:d '..fddr :the .Piirpd5-es '-if &.$ - s6etii.h ..@Ld section '& 
. . as liability in India of a co-operattile 'tjadk,-"tlie decision of 

. . .&b- R.elner.ye - B&k thereon 1sha1.l ,-be ,.final.!' !; 

(pi) for clause (m) , the following 'clatie sh'& 'be *&bstituted, 
namely: - 

. . . .  , , : l i  (4) .:f H~ -;*dtd3 ;,And d'<'~dFre:ls "NdwtMfaii'mB anythhg to 
, ,  , 

the contrary contained in section 293 if 'We'Cdfnpanies Acti 
s&U be p i t t e d ;  .... 

(ii) in clause (a)  , -Jar ~e ;viror% '!any :.@ .its : dj&'=$om'*, . ... ! ... .:...: ' ' 

. .. . . .  . . : . ... '..<'. : 

.,:. 
:$e JNO:& "any ;of :its past . . 0.r .present .directorsw shall be 

' ~ubstituted;'; . . 

is;..... 
(~i)  a tn .. .cl~quse (0 )  relating t~ the m@ifica.ti~n of section 25-1, 

i,;. I ,. ,(A) in sib+lauSe (i) , for sub-~.gqti~n (2) .of section 22 afore ' 
&d 9 .pbstityted .by that +b-claqe,the fq l ly jpg sub-section 

: ,*aU be :substituted, ,gamely: - I 

" (2 ) ; <$i&&r;y &Laperatiire . &di&ty- camrig 6n business as 
a co-o~erat~ve bank at the cornriiencement df the Banking 
Lays ~(Applic~tion- :to - C!o.~operativeSocieties) Act, 1965, shall, 
:before the expiry of three months from such commencemept, 
every co-operative bank 'which . comes into .existence as a 
rpul;t !of the d,ivision ,o$ any other . . co-opexdtiye . . . . . . sociew, 
cii;EyiIig on busin'ess as a co-operative. bank,, cr ihe:;amalga. . . . .. . +. 

mation of two or more co-operative societies cairying on' 
banking business shall, before the ., .ex@iy o f  . three months 

.i.iS''Sb COw&g :into '&&Cer&e.evei.y p r i M y  credit society: 
,'f,&i& I,b&~o&&;~ ,a  .:'ljii!*a't.y , <o-(jp&=*&e .':b&hk. ' after, su& 
commencement shall .before the expiry ..Gf . ;%&se mattad 
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from the d a b  on which it so becomes a primary co-operative, 
bank and every co-operative society other than a primary, 
credit society shall before commencing banking business in 
?,ndia, apply in writing to the Reserve Bank for a licence 
under this section: _ 

Provided that nothing in clause jb,) of sub-section ( I )  
shall be deemed to prohibit- 

(i) a co-operative society, carrying on business as a 
eo-operative bank at tho commencement of the Banlnng 
Laws (Application to Co-operative Societies) Act, 1965; 23 df 1965. 

or 

(ii) a co-operative bank which has come into exist- 
ence as a result of the division of any other co-operative 
society carrying on business as a co-operative bank, or 
the amalgamation of two or more co-operative societies 

5 carrying on banking business at the commencement of 
the Banking Laws (Application to Co-operative 
Societies) Act, 19\65 or at any time thereafter; or 23 of 1965. 

(iii) a primary credit society which becomes a pri- 
mary co-operative bank after such commencement, 

from carrying on banking business until it is granted a 
licence in pursuance of this section or is ,  .by a notice in writ- 
ing, notified by the Reserve Bank that the licence cannot be 

_ I  granted to it."; 
(B) for sub-clause (ii), the following sub-clawe~ shall 

wbstituted, namely: - 
" (ii) sub-section (3A) shall be omitted; 

(48) in sub-section (4), in clause (iii), tho worda, 
brackets, figure and letter "and sub-section (3A)" shall be 
omitted;"; 

(viii) in clause @); for sub-clause -(ii), tho following sub-clam , 

shall . be substituted, namely: -- 
' (i4) after sub-section ( 4 ) ,  the following sub-'s&tion shall be 

inserted, namely: - 
"(4A) Any co-operative bank other than a primary co- 

operative bank requiring the permission of the Reslerve Bank 
under this section shall forward its application to the 
Reserve Bank through the National Bank which shall give 
its comments on the merits of the application and sent it t c~  
the Reserve Bank: 

Provided that the eo-operative bank shall also send slrr 

advance copy of the application directly to the Reserve 
Bank." '; 

(kc) for clause (q), the following clause &dl be subatitut;ad, 
lwmJy: - 

'L(q) in section 24,- 
(i) in subsection (1 ) , the worda "After the w i r y  of 

two yeam from the eomencement ob tihie Ad," shall" be 

LA-' . a 
e m i M ;  -. 

a 
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(iii) for sub-sections (2) and (2A),  the following sub 
sections shall be substituted, namely:- 

"(2) In computing the amount for the purposes of 
sub-section (1 9 ,- 

(a) any balances maintained in India by a oo-. 
operative bank in current: account with the Reserve 
Bank or by way of net balance in current accounts, 
and in the case of a scheduled State co-operative 
bank, also the balalze required under sektion 42 of 

16 1934. the Reserve Bank of India Act, 1934, to be so main- 
tained; 

( b )  any balances maintained by a central co- 
operative bank with the State co-operative barilr sf 
the State concerned, and 

(c) any balances maintained by a primary co- 
operative bank with central co-operative bank of the 
district concerned or with the State oo-operative 
bank of the State concerned, 

shall. be teemed to be cash maintained in India. 

(2A) (a) Notwithstanding anything contained in 
sub-section (I) or in sub-section ( 2 ) ,  after the expiry of 
two years from the commencement of the Banking Laws 
(Application to Co-operative Societies) Act, 1965, or of 
such further period not exceeding one year as the 
Reserve Bank, having regard to the interests of the co- 
operative bank concerned, may think fit in any parti- 
cular case to allow,- 

(i) a scheduled State co-operative bank, in sddi- 
tion to the average daily balance which it is, or may 
be, required to maintain under section 42 of the 
Reserve Bank of Tndia Act, 1934, and 

[ 

(ii) every other co-operative bank, in addition 
to the cash reserve which it is required to maintain 
under section 18, 

shall maintain in India, in cmh, or in gold vslued at a 
price exceeding the current market price or in un- 
encumbered approved securities valued at a price detcr- 
mined in accordance with such one or more of, or combi- 
nation of, the following methods of valuation, namely, 
valuation with reference to cost price, market price, 
book value or face value, as may be specified by the Re- 
serve Bank from time to time, an amount which shall not, 
at the close of business on any day, be less than twenty- 
five per cent. OI! such other percentage not exceeding forty 
per cent. as the Resenre Bank may, from time to time, by 
notification in the Official Gazette, specify, of the total 
of its demand and time liabilities in Tndia, as on the 
last Friday of the second preceding fortnight. 
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( b )  In computing the amount for the pwp- ef 
clause (a), the following shall be deemed to be m& 
maintained in India, namely: - 

(i) any balance maintained by a scheduled State 
co-operative bank with the Reserve Bank in excem of 
the balance required to be maintained by it under 
section $2 of the Reserve Bank of India Act, 1934,; 2 0% 1964, 

(ii) any cash or balances maintained in India by 
a co-,operative bank, other thap a schedu?ed State 
cmperative bank, with itself or with the State ca- 
operative bank of the State concerned, or in current 
account with the Reserve Bank or by way of net 
balance in cuqeht accourlts and, in the case of a. 

primary co-operative bank, also any balances runaim- 
tained with the central co-operative bank of the 

4 

distlrict concexned, in excess of the aggregate of the 
cash or balances required to be maintained unde~ 
seotion 18; 

(d%) any net balance in current accounb. i' 

6- , 
Ezp1amBon.-For the purposes of this sub-section- 

(a) approved s$curities, or a portion "thereqf, 
representing investment of monies of A$rimlhral 
Credit Stabilisation Fund of a co-operative bank shall 
not be deemed to be uvnc~mbered approved 
securities; 

(b) in case a co-operative bank has taken an 
advance against any balance maintained with the 
State co-op.erative bank of the State concerned or 
with the central co-operative bank of the district 
concerned, such balance to the extent to which if 
has hen drewn against or availed of shall not be 
deemed to be cash maintained in India; 

(c) for the p m o s e  of clause ( a ) ,  the mwlcet 
price of an approved securitv shall be the price 
as on the date of the issue of the notification or as 
on any earlier or later date. as may be notified from 

time to time by the Rese-rve Bank in respect of any 
class or cl'a~ses of securities;"; ' 

(iii) in s~bsection (3), for the proviso, the fbllowilag 
I 

proviso shall be substituted, namely:-- 

"Frovided that every ca-operative Bank. o t h e  than a 
. prizhary co:ope~ative b,qnk, +all also furnish within the 

said p e ~ o d ,  a copy of the spid return to the National 
Bank."; 

I 

(b] in sub'-section (6 ) ,  in clau%e ('a$; for the woras 
I f!fourteen 3ays". the words "thirty day$'$ ahdl be sub;stiht- 
1 ed;'; 
I 

I 
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( x )  after clause (q), the following clause shall be inserted, 
namely: - 

' 1  

' (qq) after section 24, the following section shall be inserted, 
namely: - . ., ..,~~,li2riak& 

"24A.. Without prejudice to the provisions of section 53, power to 
the Reserve Bank may, by notification in the Official Gazette, exempt. 

declare that, lor such period and subject to such conditions 
as may be specified in such notification the whole or any 
part of the provisions of section 18 or section 24, as may be 
specified therein, shall not apply to any co-operative bank or 
class of co-operative banks, with reference to all or any of 
the offces of such co-operative bank or banks, or with refer- 
ence to the whole or any part of the assets and liabilities of 
such co-operative bank lor banks." '; 

(xi) in clause (WI) relating to the modification of section 35,- 

(a) in sub-clause (i), for item (b) , the following item shall 
be substituted, namely: - 

'(b) the following proviso shall be inserted a t  the end, 
namely : - 

"Provided that the Reserve Bank may, if it consi- 
ders it necessary or expedient so to do, cause an inspec. 
tion to be rnade of a primary co-operative bank under 
this sub-section by one or more officers of a State co- 
operative bank in the State in which such primary co- 
operative bank is registered." '; 

( b )  sub-clauses (iii) and (iv) shall be re-numbered as sub- 
clauses (iv) and (v) respectively and before sub-clause (iv) a5 
so re-numbered, the following sub-clause shall be inserted, 
namely : - 

' (iii) after sub-section (4 ) ,  the following sub-section 
shall be inserted, namely: - 

I "(4A) Without prejudice to the provisions, of sub- 

section (4), the Reserve Bank may, if it considers it 
necessary or expedient so to do supply a copy of the 
report on any inspection or scrutiny to the State co- 

I operative bank and the Registrar of co-operative societies 
d the State in which the bank which has been inspected 
or w h ~ s e  affairs have been scrutinised is registered." '; 

(xii) fior clause (z), the following clause shall be substituted, 
namely: - I ' (2) in scction 36, in sub-section (I),-- 

\ ( a )  clause (b) shall be omitted; 

. . (b) for clause (a), the following clause shall be substi- 
tuted, namely: - 

" (61)  at any time, if it is satisfied that for the re- 
. organisation ar expansion of clo-operative credit on sound 
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lines it is necessary so to do, by an order in writing and 
on such terms and conditions as may be specified 

(i) depute one or more of its officers to watch 
the proceedings at any meeting of the Board of 
directors of the co-operative bank or of any other 
body constituted by it and require the co-operative 
bank to give an opportunity to the officer so deputed 
to be heard at such meetings and to offer such 
advice on such matters as the officer may consider 
necessary or proper for the reorganisation and 
expansion of co-operative credit on sound lines, and 
also require such officer to send a report of such 
proceedings to the Reserve Bank; 

(ii) appoint one or more of its officers to observe 
the manner in which the affairs of the oo-operative 
bank or its offices or branches are being conducted 
and make a report thereon;" '; 

(xiii) in clause (za) relating to the modification of section 36A, 
in sub-clause (ii), in sub-section (3) as inserted by that sub-clause, 
for the words, brackets, letters and figure "in clause (ccc) of section 
5", the words, brackets, letters and figure "in clause (ccv) of 
section 5" shall be substituted; 

(xiv) after clause (za), the following clause shall be inserted, 
namely: - 

" (zaa) in section 36AD, sub-section (3) shall be omitted;"; 

(xv)  for clause ( z c ) ,  the following clause shall be substituted, 
namely: - 

' (zc) in section 46,- 

(i) in sub-section (4 ) ,  the word "or" occurring at the 
end of clause (i) and clause (ii) shall be omitted; 

(ii) in clause (a) of the Explanation, after the words 
"includes a", the words "co-operative society" shall be insert- 
ed;'. 

CHAPTER V 

Insertion 43. In Chapter VI, after section 35 of the State Bank of India Act, 1955 23 of 1955. 
of new (hereafter in this Chapter referred to as the State Bank Act), the 
section following section shall be inserted, namely: - 
35A. 

Arrange- 
ment 
with the 
State 
Bank on 
appoint- 
ment of . 
direc- 

to rs  to 
prevail 

"35A. (1) Where any arrangement entered into by the State 
Bank with a company provides for the appointment by the State 
Bank lof one or more d~rectors of such company, such provisions and 
any appointment of directors made in pursuance thereof shall be 
valid and effective notwithstanding anything to the contrary contain- 
ed in the Companies Act, 1956, or in any other law for the time being 1 of 1956. 
in force or in the memorandum, articles of association or any other 
instrument relating to the company, and any provision regarding 
share qvslificatinn, age limit. number of directorships, removal from 
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office of directors and such like conditions contained in any such law 
or instrument aforesaid, shall not apply to any director appointed by 
the State Bank in pursuance of the arrangement as aforesaid. 

(2) Any director appointed as aforesaid shall- 

(a) hold office during the pleasure of the State Bank and 
may be removed or substituted by any person by order in writing 
of the State Bank; 

(b) not incur any obligation or liability by reason only of 
his being a director or Eor anything done or omitted to be done 
in good faith in the discharge of his duties as a director or any- 
thing in relation thereto; 

(c) not be liable to retirement by rotation and shall not be 
taken into account flor computing the number of directors liable 
to such retirement.". 

44. In section 40 of the State Bank Act,- Amend- 
ment of 

(i) in sub-section ( I ) ,  for the words "auditors' report on the ,,,tio, 
working of the State Bank", the words "auditors' report and a report 40. 
by the Central Board on the working and activities of the State 
Bank" shall be substituted; 

(2) after sub-section (3)) the Eollowing sub-section shall be 
inserted, namely: - 

"(4) The Central Government shall cause the auditors' 
report and the report by the Central Board on the working 
and activities of the State Bank to be laid, as soon as may be 
after they are received, before each House of Parliament while 
it is in session flor a total period of thirty days which may be 
comprised in one session or in two or more successive sessions.". 

45. In section 42 of the State Bank Act, in sub-section (2)) after the A ~ ~ ~ ~ -  
word "working", the words "and activities" shall be inserted. ment af 

section 42. 

46. 111 section 43 ,of the State Bank Act, in sub-section (2)' for the Amend- 
words "B;PS may be", the words "as may, by general or special order, be" ment of 
shall be substituted. section 43. 

47. In section 49 of the State Bank Act, after sub-section (2), the Amend- 
following sub-section shall be inserted, namely: - nlent o; 

section 49. 

"(3) Every rule made by the Central Government under this 
Act shall be laid, as soon as may be after it is made, before each 
House #of Parliament, while it is in session, for a total period of thirty 
days which may be comprised in one session or in two or more 
successive sessions, and if, before the expiry of the session imme- 
diately following the session or the successive sessi'ons aforesaid, both 
Houses agree in making any 'modification in the rule or both Houses 
agree that the rule should not be made, the rule shall thereafter 
bave effect only in such modified form or be of no effect), as the case 
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may be; so, hoT&fever, that any such modificatioll or annulment shall 
be without' prejudice to the validity of anything previously done 
under that rule.". 

Amend- 48. In section 50 of the State Bank Act, after sub-section (3), the 
merit Of following sub-section shall be inserted, namely:- 
section 50. 

" (4) Every regulation shall, as soon as may be after it is made 
under this Act by the Central Board, be for~farded to the Central 
Government and that Government shall cause a copy of the same to 
he laid before each House of Parliament, while it is in session, for a 
total period of thirty days, which may be comprised in one session or 
in tw~o or more successive sessions, and if, before the expiry of the 
session immediately following the session or the successive sessions 
aforesaid, both Houses agree in making any modification in the 
regulation or both Htouses agree that the regulation should not he 
made, the regulation shall thereafter have effect only in such modified 
forrii or be of no effect, as the case may be; so, however, that any 
such modification lor annulment shall be without prejudice to the 
validity of anything previously done under that regulation.". 

CHAPTER VI 

Insertion 49. After section 36 of .the State Bank of India (Subsidiary Banks) 380f 1959, new Act, 1959 (hereafter in this Chapter referred to as the Subsidiary Banks 
section 
3 6A. Act), l$e following section shall he inserted, namely:-, 

Subsi- "36A. (1) A subsidiary bank shall, if so required by the Reserve 
diary 
bank to Bank, act as agent of the ~ekerve  Bank at all places in India, where 
act as it has a branch, for- , 

agent of 
the Re- (d) paying, receiving, oollecting and remitting money, 
serve bullion ar?d securities on behalf of any Government in India; and 
Bank. 

(b) undertaking and transacting any other business which 
the Reserve Bank may from time to time entrust to it. 

(21 'be terms and conditions on which any such agency business 
shall be carried on by the subsidiary bank on behalf of the Reserve 
Bank shall be such as may be agreed upon. 

(3) If, no agreement can be reached on any matter referred to 
&I sub-section (2) or if a dispute arises between a subsidiary bank 
and the Reserve Bank as to the interpretation of any agreement 
between them, the matter shall be referred to the Central Govern- 
ment and the decision of the Central Government thereon shall be 
h a l .  

(4) A subsidiary bank may transact any business or perform 
I any functions entrusted to it under sub-section (I), by itself or 
I through an7 agent approved by the Reserve Bank.", 
I 
1 
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50. After section 38 of the Subsidiary Banks Act, the following Inseflion 
section shall be inserted, namely:- of new 

section 
3 8A. 

"38A. (1) Where any arrangement entered into by a subsidiary hrange 
bank with a clompany provides for the appointment by the subsidiary ment 
bank of one or more directors of such company, such provision and with 
any appointmenttof directors made in pursua.ncE thereof shall be sUbsi- 

diary 
velid and effective notwithstanding anything to the contrary contain- bankson 
ed in the Companies Act, 1956, or in any other law for the time being a p p o ~ t  
in force or in the memorandum, articles of association or any other ment of 
instrument relating to the co-mpany, and any provision regarding direc- 
share qualification, age limit, zumbei- of directorships; removal from tors 
office of directors and such like conditions contained in any such law 

prevail. 

or instrument aforesaid, sha!! not apply to any dircctm appointed 
by the subsidiary bank in of the arrangement as aforesaid. 

(2) Any director appointed as aforesaid shall- 

(a) hold office during the pleasure of the subsidiary bank 
and may be removed or substituted by any person by order in 
writing ,of the subsidiary bank; 

(b) not incur any obligation or liability by reason only of 
his being a director or for anything done or oml'tted to be done 
in good faith in the discharge of his duties as a director or any- 
thing in relation thereto; 

(c) not be liable to retirement by rotation and shall not be 
taken into account for computing the number of directors liable 
to such retirement.". 

51. In section 43 of the Subsidiary Banks Act,--- 
Amend- 
ment of 

(i) in sub-section ( I ) , -  section 
43. p 

(a) in the opening portion, for the words "and the Reserve 
Bank", the words ", the Reserve Bank and the Central Govern- 
ment" shall be substituted; 

(b) in clause (a), after the words "on the working*, the 
words "and activities" shall be inserted; . 

I .(ii) after sub-section ( 2 ) ,  the following sub-section shall be 
I inserted, namely: - 

" (3) The Central Government shall cause the auditor's 
repart and the report by the Board of directors on the warking 
and activities of the subsidiary bank to be laid, as soon as 
may be after they are r~ceived, before cach House sf Parliament, 
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while it is in session, for a total period of thirty days which may 
be comprised in one session or in two or more successive 
sessions.". 

Amend- 52. In section 44 of the Subsidiary Banks Act,-- 
ment of 
section 
44. 

I (a )  in sub-section (I),  in the proviso, for the words "the State 
Bank, or to the Reserve Bank", the words "the State Bank, the 
Reserve Bank or the Central Government" shaJ1 be substituted; 

(b) in sub-section (2), after the wlord "working", the words "and 
activities" shall be inserted. 

Amend. 
ment of 

53. In section 53 of the Subsidiary Banks Act, hfter sub-section (2 ) ,  
,,tion 53, the following sub-secticn shall be inserted, na'me1y:- 

"(3) Where the State Bank nominates any of its officers as 
director of a sub~~idiary bank, such director shall not incur any obli* 
gation or liability by reason only of his being a director or for 
anything done or omitted to be done in good faith in the discharge of 
his duties as director or anything in relation thereto.". 

Amend- 54. In section 62 of the Subsidiary Banks Act, for sub-section (3), the 
ment of 
section following subsection shall be substituted, namely:- 

" (3) Every rule made under thik section shall be laid, as soon 
as may be after it is made, before each House ,of Parliament, while 
it is in session, for a total period of thirty days, which may be com- 
prised in one session or in two or more successive sessions, and if, 
before the expiry of the session immediately following the session or 
the successive sessions aforesaid, both Houses agree in making any 
modification in the rule or both Houses agree that the rule should not 
be made, the rule shall thereafter have effect only in such modified 
form or be .of no effect, as the case may be; so, however, that any 
such modification or annulment shall be without prejudice to the 
validity of anything nreviously done under that rule.". 

Amend- 55. In section 63 of the Subsidiary Banks Act, after sub-section (3), the 
mmt of 

' section 
63. 

following sub-section shdl be inserted, namely:- 

"(4) Every regulation shall, as soon as may be after it is made 
under this Act by the State Bank, be forwarded to the Central Gov- 
ernment and that Government shall cause a oopy of the same to be 
laid before each House !of Parliament, while it is in session, for a 
total period of thirty days, which may be comprised in one session 
or in two or more successive sessions, and if, before the expiry of 

, the session immediately following the session or the successive 
sessions aforesaid, both I'louses asree in making any modification in 
the regulation or both Houses agree that the regulation should not 
,be made, the regulation shall thereafter have effect only in such 
modified form *or be of no effect, as the case may be; so; however, 
that any such modification or annulment shall be without prejudice 
tc the validity of anything previously done under that regulation,". 
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CHAPTER vn[ 

56. In section 2 of the Deposit Insurance and Credit Guarantee Amend- 
47Of1981. Corporation Act, 1961 (hereafter in this Chapter referred to as the ment Of 

Deposit Insurance Corporation Act) ,- section 2, 

(a) in clause (b), for the words and figures ", a subsidiary bank 
and any other banking institution notified under section 51 of the 

10 of 1949. Banking Regulation Act, 1949", the words "and a subsidiary bank" 
shall be substituted; 

(b)  for clause (ee), the following clause shall be substituted, 
namely: - 

'(ee) "corresponding new bank" means a corresponding 
new bank constituted under section 3 of the Banking Companies 

5 of 1970. (Acquisition and Transfer of Undertakings) Act, 1970 or, as 
the case may be, under section 3 of the Banking Companies 

40 of 1980. (Acquisition and Transfer of Undertakings) Act, .1880;'; 
. ., 

( c )  in clause (i) ,- 

(i) after the words "banking company", at the first place 
where they occur, the words "or a corresponding new bank" 
shall be inserted and shall be deemed to have been inserted with 
effect from the 1st day of July, 1971; 1 

(ii) for sub-clause (i), the following sub-clauses shall be 
substituted and shall be deemed to have been substituted with 
effect from the 19th day of July, 1969, namely:- 

" (i) a banking company referred to in clause (a) or 
clause (71) of sub-section (I) of section 13, or 

(ia) 'a corresponding new bank to which the provisions 
of clause ( j a )  of sub-section (I) of section 13 'apply, or"; 

(d) in clause (k),  the words and figures ", and includes any 
banking institution notified under section 51 of the said Act after 

I such commencement" shall be omitted. 

5'1. In section 4 of the Deposit Insurance Corporation Act, in sub Amend, 
section ( I ) ,  for the words "fifieen crores of rupees", the words "fifty mentof 
crores of rupees" shall be substituted. section 4. 

58. In section 6 of the Deposit Insurance Corporation Act- Amend- . . , 

ment of 
(a) for sub-section (Z), the following sub-section shall be section 6; 

I substituted, namely: - 

" (2) (i) A director nominated under clause (b) or clause (c) 
of sub-section (I) shall hold office during the pleasure of the 
authority nominating him; and 
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(ii) A director nominated under clause ( d )  or clause (e)  of 
sub-section ( I ) ,  shall hold office for such period not exceeding 
four years as may be specified by the Central Government and 
thereafter until his successor assumes office."; 

(b) in sub-section (3), in the opening portion, after the word, 
brackets and letter 'kclause (d)", the words, brackets and letter "or 
clause (e)" shall be inserted; 

(c) after sub-section ( 4 ) ,  the following sub-section shall be 
inserted, namely: - 

"(5) If a director nominated under clause (e) of sub-section 
(1) -- 

(a), becomes subject to any of the disqualifications men- 
tioned in clauses (a) to (d) of sub-section (3); or 

( b )  is absent without leave of the Board for more 
than iluse consecutive meetings thereof, 

his seat shall thereupon become vacant.". 

59. In section 11 of the Deposit Insurance Corporation Act, the words 
and figures ", or, as the case may be, after it is notified under section 51 
of the said Act'' shall be omitted. 

60. In section 13 of the Deposit Insurance Corporation Act, in sub- 
sections (2) and (3),  tlie brackets and letter "(b) ,"  shall be omitted,. 

61. In section1 i3A of i.iie Deposit Insura~lce Corporation Act, In clause 
(b) of sub-section ( 2 ) ,  after sub-clause (ii) , the following sub-clause 
shall be inser'osd, namely: - y 

" (iii) every co-operative bank which has come into existknce after 
the comnlencement of the Deposit Insurance Corporation (Amend- 
ment) Act, 1968, as a result of the division of any other co-operative 56 of 1968, 
society carrying on business as a co-operative bank, or the amalga- 
mation of two or more co-operative societies carrying on banking 
business, at  the commencement of the Banking Laws (Application to 
Co-operative Societies) Act, 1965, or at any time thereafter, within 23 of 1969. 
three monlhs of its having made an application for a licence under 
the said section: ". 

62. In section 35 of tine Deposit Insurance Corporation Act, in sub- 
section ( I ) ,  in the proviso, for the words and figures "of section 13", the 
words, brackets and figures "of sub-section (1) of section 13" shall be 
substituted and shall be deemed to have been substituted with effect 
from the 19th ciay of July, 1969. 

83. In section 32 of the Deposit Insurance Corporation Act, i~ sub- 
section (2), for the words "for not less than thirty days before each 
House of Parliament as soon as may be after each such report is receiv- 
ed by the Central Government", the words "as soon as may be after 
they are received belore each House of Parliament, while it is in session, 
for a total period of thirty days which may be comprised in one session 
or iv two or more successive sessions" shall be gnzbstituM. 
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64. In section 59 of the Deposit Insurance Corporation Act, after sub- 
section (3), the following sub-section shall be inserted, namely:- 

"(4) Every regulation shall, as soon as may be after it is made 
under this Act by the Board, be forwarded to the Central Govern- 
ment and that Government shall cause a copy of the same to be 
laid before each House of Parliament, while it is in session, for a 
total period of thirty days which may be comprised in one session 
or in two or more successive sessions, and if, before the expiry of 
the session immediately following the session or the successive 
sessions aforesaid, both Houses agree in making any modification in 
the regulation, or.both Houses agree that the regulation should not 
be made, the regulation shall thereafter have effect only in such 
modified form or be of no effect, as the case may be; so, however, 
that any such modification or annulment shall be without prejudice 
to the validity of anything previously done under that regulation.". 

CHAPTER VIII 

AMENDMENTS TO THE BANKING COMPANIES (ACQUISITION AND 

TRANSFER OF UNDERTAKINGS) ACT, 1970 

65. In section 3 of the Banking Companies (Acquisition and Transfer 
of Undertakings) Act, 1970 (hereafter in this Chapter referred to as the 
Bank Nationalisation Act) ,- 

(i) in sub-section ( 5 ) ,  for the words "one or more forms of 
business", the iYords "one or more of the other forms of business" 
shall be substituted; 

Amendd 
ment of, 
sectiron 50,, 

Amend- 
ment of 
section 3. 

(ii) after sub-section (6) ,  the following sub-section shall be 
inserted, namely: - 

" (7) (i) The corresponding new bank shall, if so required 
by the Reserve Bank, act as agent of the Reserve Bank at all 
places in India where it has a branch, for- 

(a) paying, receiving, collecting and remitting money 
bullion and securities on behalf of any Government in Tndia: 
and 

( b )  undertaking and transacting any other business 
which the Reserve Bank may from time to time entrust to 
it. 

;,. 
( i i l  Thp terms and conditions on which any such agency . - 

business shall be carried on bv the corresponding new bank on 
hehalf of the Reserve Bank shall be such as may be agreed upon. 

(iii) Tf no agreement can be reached on anv matter referred 
to in clause (ii), or if a dispute arises between the correspond in^ 
new bank and the Reserw Bank as to the interpretation of anv 
agreement between them, the matter shd l  be referred to the 
Central Government and the decision of the Central Govern- 
ment thereon shall be final. 

(iv) The correspondil~p new hank may transact anv bllsiness 
or perform any functions entrusted to it under clause (i), hv 
itself or through any agent approved bv the Reserve Rank" 

3 Law-4. 
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Amend- 66. In section 9 of the Bank Nationalisation Act,- 
ment d 
sction 9. (i) sub-section (5) s h ~ l l  be re-numbered as sub-section (6) and 

before sub-section (6) as so re-numbered, the following sub-sectfan 
and Explanation shall be inserted, namely:- 

. . 
'(5) On and from the date of coming into operation of a 

scheme made under this section with respect to  any orf the 
matters referred to in clause (c) of sub-section (2) or  my 
matters incidental, consequential and supplemental thereto,- 

. (a) the scheme shall be binding on the corresponding 
new bank or corporations or banking institutions, and also 
on the members, if any, the depositors, and other creditors 
and employees of each of them and on any other persons 
having any right or liability in relation to any of them 
including the trustees or other persons, managing or in any 
other manner connected with, any provident fund or other 
fund maintained by any of them; 

(b) the properties and assets of the corresponding new 
bank, or as the case may be, of the banking institution shall, 
by virtue of and to the extent provided in the scheme, stand 
transferred to, and vested in, and the liabilities of the corres- 
ponding new bank, or, as the case may be, of the banking in- 
stitution shall, by virtue of, and to the extent provided in 
the scheme, stand transferred to, and become the liabilities 
of, the corporation or corporations brought into existence 
by reconstitution of the banking institution or the corres- 
ponding new bank, as the case may bk. 

Explanation.-In this section, "banking institution" means 
a banking company and includes the State Bank -of ~ndita  or a 
subsidiary bank.'. 

(ii) in sub-section (6) as so re-numbered, for the words "which 
may be comprised in one session or in two successive sessions, and 
if, before the expiry of the session in which 'it is so laid or the 
session immediately following", the words "which may be comprised 
in one session or in two or more successive sessions, and if, before the 
expiry of the session immediately following the session or the succes- 
sive sessions aforesaid" shall be substituted. 

~ddnkid  67. In section 10 of the Bank Nationalisation Act,- 
bep't d 
iectim 10. (i) after sub-section (4), the following E q l a n c t t i G  shall be 

inserted, namely: - 
"Explanation I.-For the purposes of this Act- 

(a) the balance-sheet shall not be treated as not dis- 
closing a true and fair view of the affairs of the correspond- 
1ng new bank, and 

(b) the profit and loss account shall not be treated as , 

not showing a true balance of profit or loss for the period 
covered by such account, 

merelv bv reason of the fact that the halance-sheet or. as the 
case may be, the profit and loss account, does not disclose any 
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matters which are by the provisions of the Banking Regulation 
10d 1gSY. . Act, 1949, read. with the relevant provisio& of this Act or any 

other Act, not required to be disclosed. A 

Explanation 11.-For the purposes of this Act the accmnts of 
the corresponding new bank shall not be deemed as having not 
been properly drawn up on the ground mer~ ly  that they do not 
disclose certain matters if- 

(i) those matters are such as the corresponding new 
bank is, by virtue of any provision contained in the Banking 

4% of 1948. Regulation Act, 1949, read with the relevant provisions of 
this Act, or any other Act, not required to disclose; and 

(ii) the ,provisions referred to in clause (i) are specified 
in the balance-sheet and profit and loss account of the 
corresponding new bank or in the auditor's report."; 

(ii) after s~b~section (7), the following sub-section shall be 
inserted, namely: - 

" (7A) Every corresponding new bank shall furnish to the 
Central Government the annual balance-sheet, the profit and loss 
account, and the auditor's report and a report by its Board of 
directors on the working and activities of the bank during the ' 

period covered by the accounts."; 

(iii) in sub-sejdtion (a), for the words "for not less than thirty ' 
days before each House of Parliament as soon as may be after each 
such report is received by the Central Government", the words "as 
soon as may be after they are received before each House of Parlia- 
ment, while it  is in session, fqr a total period of thirty days which 
may be comprised in one session or in two or more successive 
sessions" shall be substituted; 

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

"(9) Without prejudice to the foregoing provisions, the 
Central Government may, at any time, appoint such'number of 
auditors as it thinks fit to examine and report on the accounts 
of a corresponding new bank and the auditors so appointed shall 
have aJl the rights, privileges and authority in relation to the 
audit of the accounts of the corresponding new bank which an 
auditor appointed by the corresponding new bank has under this 
section.". 

68. After section 16 of the Bank Nationalisation Act, the following 
section shall be inserted, namely:- 

"16A. ( I )  Where any arrangement entered into by a correspond- 
ing new bank with a company provides for the appointment by the 
corresponding new bank of one or more directors of such company, 
such provision and any appointment of directors made in pursuance 
thereof shall be valid and effective notwithstanding anything to the 
contrary contained in the Companies Act, 1956, or in kiiy other law 
for the time being in force or in the memorandum, articles of 
association or any other instrument relating to the Company, and 

Insertion 
of new 
W o n  
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any provision regarding share qualification, age limit, number of 
directorships, removal from office of directors and such kke conditions 
contained in any such law or instrument aforesaid, shall not apply 
to any director appointed by the corresponding new bank in pursu- 
ance of the arrangement as aforesaid. 

(2) Any director appointed as aforesaid shall- 
(a) hold office during the pleasure of the corresponding 

new bank and may be removed or substituted by any person 
by order in writing of the corresponding new bank; 

(b) not incur any obligation or liability by reason only of 
his being a directolr or for anything done or omitted to be done 
in good faith in the discharge of his duties as a director or 
anything in relation thereto; . 

(c) not be liable to retirement by rotation mu shall not b e  
taken into account for computing the number of directors liabre 
to such retirement.". 

Amend- 69. In section 19 of the Bank Nationalisation Act, after sub-section 
(3), the following sub-section shall be inserted, namely:- 

section 19. 
" (4) Every regulation shall, as soon as may be after it is made 

under this Act by the Board of directors of a corresponding new 
bank, be forwarded to the Central Government and that Government 
shall cause a copy of the same to be laid before each House of 
Parliament, while it is in session, for a total of thirty days 
which may be comprised in one session or in two or more successive 
sessions, and if, before the expiry of the session immediately follow- 
ing the session or the successive sessions aforesaid, both Houses 
agree m making any modification in the regulation or both Houses 
agree that the regulation should not be made, the regulation shall 
thereafter have effect only in such modified form or be of no effect, 
as the case may be; so, however, that any such modification or 
annulment shall be without prejudice to .the validity of anything 
previously done under that regulation.". 

CHAPTER DE 
AMENDMENTS TO THE REGIONAL RURAL BANKS ACT, 1976 

Amend- 70. Section 30 of the Regional Rural Banks Act, 1976 shall be re- 21 & 1976 
of numbered as sub-section (1) thereof, and after sub-section (1) as so re- .--. 

section 30 riunbered, the following sub-section shall be inserted, namely:- 

" ( 2 )  Every regulation shall, as soon as may be after i t  is made 
under this Act by the Board of directors, forwarded to the Central 
Government and that Government shall cause a copy of the same to 
be laid before each House of. Parliament, while it is in session, for a total 
pzriod of thirty days which may be comprised in one session or in 
two or more successive sessions, and if, before the expiry of the 
session immediately following the session or the successive sessions 
aforesaid, both Houses agree in making any modification in the 
regulation or both Houses agree that the regulation should not be 
made, the regulation shall thereafter have effect only in such modi- 
fied form or be of no effect, as the case may be; so, however, that 
any such modification or annulment shall be without prejudice to 
the validity of anything previously done under that regulation.". 
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CHAPTER X 

AMENDMENTS TO THE BANKING COMPANIES (ACQUISITION AND 

TRANSFER OF UNDERTAKINGS) ACT, 1980 

71. In section 3 of the Banking Companies (Acquisition and Transfer 
of Undertakings) Act, 1980 [hereafter in this Chapter referred to as the ment of 
Bank (Second) Nationalisation Act],- section 3. 

(i) in sub-section (5), for the words "one or more forms of 
business", the words ''one or more of the other forms of business" 
shall be substituted; 

(ii) after sub-section (6) ,  the following sub-section shall be 
inserted, namely: - 

" (7) (i) The corresponding new bank shall, if  so required 
by the Reserve Bank, act as agent of the Reserve Bank at all 
places in India where it has a branch, for- 

(a) paying, receiving, collecting and remitting money, 
bullion and securities on behalf of any Government in 
India; and 

(b) undertaking and transacting any other business 
which the Reserve Bank may from time to time entrust 
to it. 
(ii) The telms and conditions on which any such agency 

business shall be carried on by the corresponding new bank on 
behalf (of the Reserve Bank shall be such as may be agreed upon 

(iii) If no agreement can be reached on any matter referred 
to in clause (zi), or if a dispute arises between the corresponding 
new bank and the Reserve Bank as to the interpretation of any 
agreement between them, the matter shall be referred to the 
Central Government and the decision of the Central Govern- 
ment thereon shall be final. 

(iv) The corresponding new bank may transact any business 
or perform any functions entrusted to it under clause (i), by 
itself or through any agent approved by the Reserve Bank.". 

72. In section 9 of the Bank (Second) Nationalisation Act, sub- A ~ ~ ~ ~ -  
section (5) shail be re-numbered as sub-section (6) and before sub- merit of 
section ( 6 )  as so re-numbered, the follomng sub-section and Eccplana- section 9. 
tion shall be inserted, namely:- . 

'(5) On and from the date of coming into operation of a scheme 
made under this section with respect to any of the matters referred 
to in clause (c) of sub-section (2) or any matters incidental, conse- 
quential and supplemental theretq- 

(a) the scheme shall be binding on the corresponding new 
bank or corporations or banklng institutions, and also 
on the members, if any, the depositors, and other creditors 
and employees of each of them and on any other persons having 
any right or liability in relation to any of them including the 
trustees or other persons, managing or in any other manner 
connected with, any provident fund or other fund maintained 
by any of them; 

(b) the properties and assets of the corresponding new 
bank or, as the case may be, of the banking institution shall, by 
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{ virtue of and to the extent provided !in the scheme, stand trans- 
ferred to, and vested in, and the liabilities of the corresponding 
new bank or, as the case may be, of the banking institution shall, 
by virtue of, and to the extent provided in the scheme, stand 
transferred to, and become the liabilities of, the corporation or 
corporations brought into existence by reconstitution of the 
banking institution or the corresponding new bank, as the case 
may be. 
Explanation.-In this section, "banking institution" means a 

banking company and includes the State Bank of India or a sub- 
sidiary bank.'. 

Amend- 73. In  section 10 of the Bank (Second) Nationalisation Act,- 
ment of . (i) after sub-section (4), the following Explanations shall be 
@ction 
10. inserted, namely: - 

"Explanation I.-For the purposes of this Act,- 

(a) the balance-sheet shall not be treated as not dis- 
clos~ng a true and fair view of the affairs of the corresponhng 
new bank, and 

( b )  the profit and loss account shall not be treated as 
not showing a true balance of profit or doss for the period 
covered by such account, 

merely by reason of the fact that the balance-sheet or, as the 
case may be, the profit and loss aceount, does not disclose any 
matters which are by the prov~sions of the Banking Regulation 
Act, 1949, read with the relevant provisions of t b s  Act or any 106flg4g 
other Act, not requred to be disclosed. 

Explanation 11.-For the purposes of this Act, the accounts 
of the corresponding new bank shall not be deemed as having 
not been properly drawn up on the ground merely that they do 
not disclose certain matters if- 

(i) those matters are such as the corresponding new 
bank is, by virtue of any provision contained in the Banking 
Regulation Act, 1949, read with the relevant provisions of 10 of 1940. 
this Act, or any other Act, not required to disclose; and 

. (ii) the provisions referred to in clause (2) are specified 
in the balance-sheet and profit and loss account of the 
corresponding new bank or in the auditor's report."; 

(ii) after sub-section (7), the following sub-section s h i l  be 
inserted, namely: - 

" (7A) Every corresponding new bank shdl furnish to the 
Central Government, the annual balance-sheet, the profit and 
loss account, and the auditor's report and a report by its Board 
of directors on the working and activities of thehank during the 
period covered by the accounts."; 

(1%) in s'ub-section ( 8 ) ,  for the words "for not less than thirty days 
before each House of Parliament as soon as may be after each such 
report is received by the Central Government", the words "as soon as 

may be after they are received before each House of Parliament, while 
it is in session, for a total period of thiiy days which may be comprised 
in one session or in two or more successive sessions" shall be substi: 
tut$b; ; 



(iv) after ,qub-section (8) ,  the following sub-section shall be inssftecf, 
namely:- 

"(9) Without prejudice to the foregoing provisions, &e Central 
Government may, at  any time, appoint such number of auditors 
as it thinks fit to examine and report on the accounts of a corres- 
ponding new bank and the auditors so appointed shall have all the 
rights, privileges and authority in relation to the audit of the 
accounts of the corresponding new bank which an auditor ap- 
pointed by the corresponding new bank has under this section.". 

74. After section 16 of the Bank (Second) Nationalisation Act, the follow- ~nsertion 

ing.? section shall be inserted, namely:- of new 
sectism 

"16A. (1) Where any arrangement entered into by a correspond- Arrange- 
ing new bank with a company provides for the appointment by the ment 

corresponding new bank of one or more directors of such company, with 
COKMI- 

such provision and any appointment of directors made in pursuance pndiog 
thereof shall be valid and effective notwithstanding anything to the b d  

1 sf 1956. contrary contained in the Companies Act, 1956, or in any other law for on 
the time being in force or in the memorandum, articles !of association appoint- 

or anv other instrument relating to the company, and any provision ment 
regarding share qualification, age limit, number of directorships, re- directors \ 

to prevail. 
moval from office of directors and such like conditi~ons contained in 
any such law of instrument aforesaid, shall not apply to any director 
appointed by the corresponding new bank in pursuance of the arrange- 
ment as aforesaid. 

( 2 )  Any director appointed as aforesaid shall- 

Ca) hold office during the pleasure of' the oorresponding new bank 
and may be removed or suhstituted by any person by order in writing 
of the corresponding new bank; 

( b )  not incur any obligation or liability by reason only of his being 
a director or for anything done or omitted to be done in good faith in the 
discharge of his duties as a director or anything in relation thereto; 

(c )  not be liable to retirement by rotation and shall not be taken 
into account for computing the number of directors liable to such 
retirement.". 

75. In section 19 of the Bank (Second) Nationalisation Act, after sub- b e n d -  
section (3), the following sub-section shall be inserted, namely: - ment of 

" (4 )  Every regulation shall, as soon as may be after i t  is made section 19. 
under this Act by the Board of directors of a corresponding new 
bank, be forwarded to the Central Government and that Government 
shall cause a oopg of the same to be laid before each House of 
Parliament, while it is in session, for a total period of thirty days 
which may be comprised in one session or in two or more succes- 
sive sessions. and if, before the expiry of the session immediately follow- 
ing the session 'or the successive sessions aforesaid, both Houses 
agree in making any modification in the regulation or both Houses 
agree that the remlation should not be made, the regulation shall 
thereafter have effect only in such modified form or be of no effect, 
as the case mav be; so, however. that any such modification of 
annulment shall be without ,prejudice to the validity of anything 
previously done under that regulation.". 


