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THE STATE FINANCIAL C.ORPORATIONS (AMENDMLNT)

AGT 1985
-NO. 43 OF ig_85 ._

| [21st August, 1985.]
An'Act' further to amend the State Financial Gorpor'ati'ons Act, 1951,

BE it enacted by Parliament in the Thlrty-smth Year of the Repubho
of India as follows —_

1. Th1s Act may be. called the State F1nanc1a1 Corporatlons (Amend-
ment) Act, 1985.

2. In sectlon 2 of the State Flnanmal Corporations Act 1951 (herem-*

aftei* referred to as the. pr1nc1pa1 Act), in clause (c¢),—

(@) for sub- clause - (i1), the followmg sub-clause shall be sub-
stltuted namely: — '

“ (i) numng or development of mlnes, 5.

“(b) in sub- clause (w) after the words “or- __by air’, the words
“or by ropeway or by lift” shall be inserted;

. © (c) for sub-clause (viii), the followmg sub-clause shall be sub-
. Astltuted namely: — ) |\,t

“(viit) the setting up or development of an 1ndustr1a1 area_

‘or 1ndustr1a1 estate;”;

(d) in sub-clause (ix), the word “or” occurnng at the end shall
be om1tted :

(e) after sub- clause (x), the followmg sub-cIauses shall be
: 1nserted namely: — - _

k (xz) prov1d1ng weigh bridge facilities; -

(xii) the research and development of any process or pro-
duct in relation to any of the matters aforesaid; or

: (xiid) such other activity as may be approved by the Deve-
lopment Bank.” .

(f) the Explanatwn shall be numbered as Eacplanatzon 1 thereot

and after Explanation 1 as so numbered the following Eacplanatwn

shall be 1nserted namely:—

| “Explanation 2.—If any doubt arlses as to whether a con-
cern is an industrial concern or not, the same shall be referred

216
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© 1o the Dev aslopment Bank’ for 1ts dec1smn and: the demslon bf -

V ' _ the Development Bank thereon shall be ﬂnal 7.
. ‘3 In- sect1on 3A ‘of the pmnc1pal Act 1n sub section (2) clause (e)
o shall be omitted. : . _ _

4 In sectlon 4 of the pr1nc1pa1 Act, ——'

(@) in sub section (1), for ‘the words “but it shall in no. case be.

less than fifty lakhs of rupees or exceed ten crores of rupees.”, the :

follOng shall be substuuted namely i—

. “but it shall not be less than ﬁfty lakhs of rupees or exceed

- fifty crores of rupees:

Provided . that_._the Central Government may, on'thei‘recom;

~ .mendation of -the Development Bank, by notification in the Offi- R

Amend. -’

+ - ment of

section

3A,

Amend- -
ment of :

" section
A4. B

. ..cial Gazette, 1ncrease the author1sed capltal up ‘to one hundred:” -

. crores of rupees

, . (b) for sub-sect1on (2) the followmg sub sect1on shall be sub-
vfsntuted namely _— o :

.

“ (2) The authonsed cap1tal shall be divided 1nto such num-“ |

“ber-of fully paid- up shares of the same face valye and shall be

issued to. the parties mentioned in sub-section’ (3) at ‘such times

.and:in such manner as the State Government may, by: notlﬁca- o "

tion in the Ofﬁcial Gazette, determme _

Prov1ded that no’ such not1ﬁcatmn shall be;necessary When ;
.;.the shares ‘are to be issued to -the parties mentmned i, clauses -

+(@) . and (ba) of sub-sectlon 3.7

(c) in sub‘sectmn (3), in . c]ause (c), for the Words ‘or othel.n_"' ’

ﬁnanelal ‘institutions”, the words “, other financial . 1nst1tutlons or

-such other. mstztutmns as’ the Central Government may notlfy m _? o

thgs Jbehalf in’ the Ofﬁc1al Ga7ette” shal] be substltuted

SN (d) for sub—sect1on %), the followmg sub sect1on shall be sub-:_ '

o rrshtuted namely —

‘ o« (5) If any shares allocated to any of the parties- crefemred

{7 'to in clauses (c) and (d) of ‘sub-section (3). remain unsu’bsonb—'

ed, they shall" be subscribed for equally by the’ State Govern-
ment and the Development Bank ”, .

5. In sectlon 5 of the prm(npal Act,—

(a) in sub-sect1on (1), after the words “or _any. ,other nﬁn,anmal

institution or class of financial institutions recogmsed in this behalf -

- oby: the’State Government”, the words, brackets,. letter: and figures “
o afother institutions notified . under clause (c) of- sub-sectxon (3)
Sect1on @9 shall be 1nserted

(b) sub-sec‘uon (2) sha]l be om1tted

Amend..
- ment of -
- section 5,
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Amend. ' 6;;.,In-_,se¢_tion,6 of the p’rincipall'A’ct, in sub-seetion (2) —
ment.- of . o : R o . : - - ‘ . B .
.section 6. - " (a) for the words “the shares of the Corporation shall”, the words -

. . “the shares of the Financial Corporation, and such of the bonds and

* 'debentures issued by it as are guaranteed by the State Government

~ as to the repayment of the principal and payment of interest, and

receipts 1ssued by it for such of the deposits as are guaranteed by

-7 the State Government as to.the repayment of  the prmmpal and
- -payment of 1nterest shall” shall be substltuted '

(b) for the words and ﬁgures “Banking Companles Act, 19497,
" the words and. ﬁgures “Bankmg Regulatlon Act 1949” shall be subst1-
tuted : 4

. A@eﬁd;' S 7. Tn section‘? of the principal Act,——v -
" ment of ‘
. section 7. . (a) 1n sub-section (1) —

(3 for the words “shall be guaranteed by ‘the State Govern-
"f"‘ment” the words “shall, if so required by the Financial Corpora- ,
tion, be guaranteed by the State Governmenf” shall be substi-
tuted; . .

(u) the words “at the time. the bonds and debentures ‘are
g _1ssued” shall be omltted '

o :I'T'.(b) in sub-sectlon (2), in the proviso, for the w0rds f“ninre?ty".
' per cent of”, the word “twice” shall be substituted; ' :

(c) in sub- sectlon (5) the words “at any time” shall be omltted B

and the followmg prov1so shall be added at the end; namely —

“Promded that the F1nanc1a1 Corporatlon may,. 'Wlth the
‘prior approval of the Development Bank, exceed the aforesaid
limit up to thirty times the amount of the paid-up-share cap1ta1 _

and reserve fund of the Flnancial Corporatlon »

- Amend. U - '8 In sectlon 8 of the prmmpal Act;—

 ment of

section 8, - - (a) in sub-sectmn ), for the prov1so the followmg provxsos
: . shall be substituted, namely —_ »

“Prowded ‘that the total amount of such depos1ts shall not ,
exceed tvsrlce the pa1d—up share cap1tal of the F1nanc1al Corpora—

‘Provided further that the Central Government may perrmt _
the TFinancial Corporatlon to accept ~deposits up to. a higher .
limit not exceeding ‘ten times the paid- up share capltal of the -
Fmanmal Corporation.”;

stituted namely —_ , o S

_ “(2) Any depos1t accepte-d under sub- sectlon (1) other than
e j_a depos1t from the State. Government shall, if so required by the

(b) for sub- sectlon (2) the followmg sub- sect1on shall be sub-. o |

Finanecial Corporation, be ‘guaranteed by the State Government - =

~as to the repayment of the prmclpal and the payment ‘of inte-
g rest ” ‘

/
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< 9; In ‘section 10 of the prmmpal Act, in clause (d),/for the Wordsr
“financial .institutions”, the words “ﬁnanc1al 1nst1tut1ons and other 1nst1- h

- Atutlons” shall ‘be substztuted

0. After section 10 of the pr1nc:1pa1 Act the follow1ng sect1on shall

“be 1nserted namely -

“10A, The office of a director elected under clause (d) of .sec~’

t10n 10 shall become vacant if he ceases to hold any’ office in- the

" scheduled bank, insurance company, investment trust, co-operative
bank, financial or other 1nst1tut10n in which he held any oﬂ‘ice at

the tn’ne of h1s election. as such dJrector

'1'1.,_ Tn section 15 of *he prmc*.pal ct, 1 st.b-sectmn I —

: omltted L
A ~(b) after the prov1so the followmg prowso shall be 1nserted

namely —_— . ) N

' “Prov1ded further that the same person may be appo1nted to .V-

E' v functmn both as Chalrman ‘and as managmg dlrector ”,

4

: the Words , not being the managmg director,” shall be om1tted

13 In sect1on 20 of the pr1n01pa1 Act in sub=-sect1on : (2), for the

| ‘_iwords “shall  be laid”, the words “shall, after confirmation thereof at
© ‘the next meetlng of the Executlve Comnuttee be 1a1d” shall be subst1— '

e tuted

~ -or committees consisting Wholly of .directors or wholly of other persons
L or partly of dJrectors and partly of other perSons” shall be subst1tuted

15 In sect1on 25 of the prmc1pa1 Act—-— -

(a) in sub-sechon (1),

: shall be 1nserted

‘ (n) in clause (d), after the worols ‘or ar1s1ng out of the
grant of loans or advances to an 1ndustr1al concern, or subscrip-
tion to debentures of an industria] concern”, the words “or relat-
ing to the business of the Development Bank Industrial Finanece

(a) the Words “ not belng the managmg d1rector '-Shall be _

12 Tn section 19 of the pr1nc1pa1 Act, in sub- sect1on (5) in clause (a),'-' |

i 14, In sect1on 21 of the pr1nc1pa1 Act for the. Words ‘one or more
;«E:adwsory comm1ttee or committees”, the words “one or more committee

‘ ' 28,
_ (z) in sub-clause (u) of clause (a), after the Words “State R
SR S co-operatwe banks”, the words “or other .ﬁnanmal institutions”

Amend.,
ment. of
section -10.
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* section .
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‘ment of
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Corporatmn of India or ﬁnanc1a1 1nst1tut1on” Shall be mserted C

i Atuted namely: — . ) o S A

« (da) subscr1b1ng to or- purchasmg of, the stock shares,
o " bonds or debentures of an industrial concern, or any othe1
e concern W1th the prmr approval of the Development Bank;

" (iit) for clause (da) the followmg clause shall b% substi- | .
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(w) for clause (f ) the followmg clause shall be substltuted .
: namely i -

i) retammg as part of 1ts assets any" stock shares,

. bonds or debentures which it may acqu1re by subscription or -
- in fulfilment of its underwriting l1ab1l1t1es and d1spos1ng of -
the stock shares, bonds or debentures 'S0 acquu'e iy

[}

: (v) in clause (g),

_— -(a) in the first. prov1so for the Words “Prov1ded that”
- the’ foilowing shall’ be: subst1tuted namely:— :

“Prov:ded that the: F1nanc1al Corporatmn may, with
the prior approval of -the Development Bank, exceed the
-said limit of tWenty years™ up to -a further- permd of ten .

. years: . :

Prov1ded further that” 3 ' - o
) (b) in the second prov1so—-' e )

- (3) for the words “Provlded further : that”, the
W ords “Provided also - that” shall be substituted; - -

. (i) for the words “convert such debentures or
~loans”, 'the words “convert the amotints outstandmg on.
' such debentures or loans” shall be substltuted

(m) the followmg Explcmatton shall be 1nserted at S
_' the end namely — : . '

‘Explanation—In this. cla.use _ the eXpressmn
“the amounts outstandmg on such debentiires: or’
loans” shall mean the pr1nc1pal interest and other

charges payab leon- such debentures or loang:as at -

the time when. the amounts are sought to- be' con= -
= verted 1nto stock or shares:; : '

\vt) after” clause (g) the :followmg clauses shall be 1nserted
‘ namely —_ ,

"‘(ga) acceptmg or . d1scount1ng promlssory notes “and.
bills of exchange: made, drawn, accepted or endorsed by in--
dlsttial concerns - or by any person selung _capital -goods
manufactired by one 1ndustnal concern to another mdus-:
tr1al concern : :

(gb) undertakmg research and surveys for evaluatmg or

deal1ng with marketing or investments and under“taklng and E

_. “carrying on techno—economm studies’ or other: activities . in -
',connectmn w1th ‘the development of . any 1ndustry, '

(gc) prov1d1ng techmcal and adm_lmstratlve ass1stan.oe
‘ to any industrial concern or any person for the.- promotmn,
management or expansion of any 1ndustry, '

_ (gd) “planning and - ass1st1ng in the promotmn and deve-' _'
o lopment of 1ndustr1es ' : )
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(ge) domg such- other busmess -as the Development '

‘Bank may authorlse;”, -

(b) sub-sect1on (2) shall be omltted

16 A.fter section’ 25 of the pnnc1pa1 Act the followmg sect10n shalll
be mserted namely:— .

L “95A. The Fmanmal Corporatlon shall have the right ‘to acqu1re,,

by transfer . or as31gnrnent the rights ‘and, interests of any such V

financial institution as may be notified by the Central Government
(mcludmg any other rights incidental, thereto) in, reTatLon to any

~ loan or.advance granted or any amolint recoverable by such institu-

" tion, either in whole or in part, by the execufion or isste of any

. instrument. or:by the. transfer of any 1nstrument by endersement or - |

~in any other manner:

1

Insertion

. of new

section

25A.

~ Power 1o

acquire -
tights,

“Provided that.such loan or. advance 0T amount relates to any :
‘ busmess Wh1ch the Fmanclal Corporatlon_‘ may transact under thxs

' Act e

17 ‘In sectlon 26 of the pr1nc1pal Act" V
V (a) in sub section (1), ,

77 of 1972,

- figures- “State - Flnanmal Corporat1ons (Amendment) Act 1985”
~ ‘shall be: substltuted

_ (u) in clause (7,) for the Words “th1rty lakhs of rupees in -
the case of”, the words “s1xty lakhs: of Tupees:in the case of a
- corporation. estabhshed by or- under any other laW or” shall be

. ‘7 subst1tuted

(ii1) 'iIn clause (n) for the Words “ﬁfteen lakhs”, the Words '

“thlrty lakhs” shall be substltuted

(iv) the follomng prov1so shall “be ins;e'rted'} at. the én'd,
',namely — ) : : -

: “Prowded that ithe: Fmanclal Corporatmn may, with
‘the prior approval of the Developiment Bank, exceed the
11m1t under clause (1,) or clause (n) up to. four t1mes ”.

(b) sub Sectlon (2) shall be om1tte !

18 In sect1on 28. of - the prmc1pa1 Act , n sub-seetmn (1‘) ;
(d), for the words “‘one - cxore: of ruppes’, thé words “threel! crores of
‘rupees or .such: h1gher amount_not exceedmg thlrty crores of rupees as

L ther Central Government may,; by notn‘ica, ;n in"the Ofﬁc:lal Gazétte :
) speclfy shall be substltuted ‘ c

' 19 In: sectlon 31 of the- prmclpal Act in sub-sectlon (1) after clause |

(a,) the’ followmg clause shall be inserted, narnely -

- (aa) for enforcmg the, hablhty of: any surety, _or?'

(1,) for the Words brackets and ﬁgures “State Fmanc:lali. :._ _
Corporatlons (Amendment) Act, 19727, the words, brackets and

(. in clause

© Amend.

/ment of -

N Sectlon
26.

Amend_

Vment of
_ section

28"

Arrlend;.-

- ment of

section

31
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' Amend... _' 20, In section 32 of the pr1nc1pa1 Act— o '
..ment of o ‘ o
B ;gct@on o (a) atter sub-sectwn (1), the followmg sub-sectlon shall be-

- inserted, namely:—

“ (1A) When the apphcatlon is for the rehef mentmned in

“clause (ag) of sub-section. (1) of section 31, the district ]udge

shall issue a notfice calling upon the surety to show cause on a
- date to be" spec1ﬁed in the not1ce why hlS 11ab111ty should not
- be enforced s , :

B (b) in “sub- sectlon (3), after the words, : b-r_ackets and ﬁg'ur'e”,

. “or sub-section (2),”, the words, brackets, figure and - letter - “or
. 1ssu1ng a not1ce under sub- sectlon (1A) A 'shall be inserted;

(p) for sub-sectlon (4), the. followmg sub-sec.t;on_s shaJl be

subst1tuted namely —

) At 'the same time :as‘hepass.es an order under sub.-'-. -
- section (1), the. district judge ~shall ' issue to the industrial =

T concern or to the owner of the security. attached ~ a notice

" accompanied by. copies of the order, the application - and . the.
~"evidence, if any, recorded by him calling upon it or him to show =
cause on a date to be specified in the notice why the ad interim

- order of attachment should not be made absolute or the 1n]uno- '

tion conﬁrmed

ir B
1

o (4A) If no cause is shown on or before the date speclﬁed in |
.the notice under sub-section (14), the distriet judge shall forth-.

- with’ order the enforcement of the hablhty of the surety e

.:(d) in sub-sectlon (7),

: 1

(‘t) in clause (d) the Word “op? occur-rin_g‘_at'the'e'nd shall

lbe omltted v Ui

(it) after clause (d), the followmg clause shall be 1nserted

= '\,namely —_

“(da) ‘direct the enforcement of the 11ab111ty of ‘the .

surety. or reject the cla1m made in this behalf or”, :

B ) ) in the first  proviso, - after the Words, brackets and |
~ . letter “under clause (¢)”, the words, brackets and letters “or
making an-order rejecting the claim to enforce the, liability of

the surety under clause (da) or making an order re;]ectmg the

“the F1nanc1a1 C01porat10n under clause (e)” shall be inserted;

“(iw) in the second proviso, after the words “from attach-

“'ment”, the words “or rejecting the c1a1m to enforce the liability

~ of the ‘surety or rejecting the claim to-transfer the industrial |

. ‘concem to the F1nanc1a1 Corporatlon” shall .be 1nserted

(e) in sub section (9) for the words brackets and ﬁgure “under ;
sub section (5)”, the words,:brackets, figures and’ letter “under sub-

sectlon (4A), sub-sectlon (5)” sha11 be substltuted

I‘

claim to- transfer the management of the 1ndustr1a1 concern to



of 1970,

0 of 1980,

Lof 1922,
of 1961,

- shall be subst1tuted
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21, After section 32F of the pr1nc1pa1 Act the followmg sectlon Shall
be 1nserted namely —

i

“32G. Where any amount is due to.the Financial Corporation in
respect of :any -accommodation granted by it to. any industrial con-
cern, the F1nanc1a1 Corporation or any person authorised by it in
writing in this behalf, may, without prejudice to any other mode of
recovery, make an apphcatlon to the State Government for the re-

" covery of the amount due to it, and if the State Governmént or such

.- authority, as that Government may specify in this behalf, i§ satis-

-~ fied, after following such procedure as may be prescmbed that any

. amount is so due, it.may issue a certificate for that amount to - the.

Collector; and the Collector shall proceed to recover that amount in
the same manner as an arrear of land revenue.”.

22 Tn seetion 33 of the pr1nc1pa1 Act, 1n sub-sec‘tlon (2), after the

~words, brackets and. figures “the Bankmg Companies (Aequisition and.

Transfer of Undertakings) Act, 1970*, the words, figures and brackets

~ “or any of the banks specified in column 2 of the First Schedule to the -
- Banking  Companies'. (Acqu1s1t10n and Tra;nsfer of Undertakmgs') Act,
'.1980” shall be mserted :

_ 23 In section 35A of the prlnmpal Act m sub-sectlon (1) the ﬁrst _
'prowso shall be om1tted : _ . S Sl

24 In secti_ori 36 of the principal Act, ‘in sub-section @, for the

' -_w:ords “three r’nonths'”,' the words “four months” shall be substituted.

25 ‘In section 38 of the principal Act, for sub-sections (1) and (2), :
the: followmg sub-sec’uon shall be subshtuted namely:— - :

“(1) The F1nanc1a1 Corporation - shall furnish to the State

Government, the Development Bank and. the Reserve Bank such :

. statements- and returns. in- such form .as the State Government, the

 Development Bank or the Reserve Bank may requ1re from time to
tlme 2. .

26, In’ sect1on 43 of the principal Act, for the words and ﬁgures “In- =

dian Income-tax Act 1922”, the words and ﬁgures “Income-tax Act 1961”
Al .. # oy

27, In section 43A of the pr1nc1pal Act, after the ‘words “Fmanclal

‘ Co_rporauo_n the words and figures “or  to any committee appointed
i under section 21” shall b‘e-inse-rted. '

28. After section 43A of the pr1nc1pa1 Act the followmg sect1on'

shall be inserted, namely —

L4438, (Z } The mmutes of every meetlng of the comrmttee -ap-
pointed under section 21 sha‘l after conﬁrmatlon thereof at the next

. meeting of the committee, be laid before ths Board at the next follow-

of new

. section’

32G.-
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(2) Every act1on “taken by - the- managlng dlrector and any o”cnnr_

officer of the Financial Corporatmn shall, -as soon as may* “be after it
is -taken by them, be reported to the Board P T R

29 m sectmn 46 of the pI‘lDClpal Act in' sub-sectlon (1),,_.

(a) for the w01ds “any 1nst1tut10n in: ex1stence at the oommence- _
ment ‘of:'this Act”, the:words “any - 1net1tutlon _ established by a

E; ate Government” sha]l be su_bstltu_ted

(b) the fol]owrng prov1so shall be 1nserted at the - end namely ——

o “Prowded that ‘no’ notlﬁcatlon shall be issued under this
sub-sectlgn in respect of any’ 1nst1tut1on unless .a ‘reguest is

made in that behalf by the State Government concerned »

30, In section 48 of the princips] Act in subssoction. (2),—

‘(b) Lin- clause. . ‘:(m)” for ‘the. words - “aavisory . committees  for -

technlca‘__, and: other advy‘e ~the word Hcommittees”. shall::be -substi-
tuted . ) ) K . . L S




