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No. 20 OF 1994 

[22nd Illarch, i994.3 

An Act further to amend the Banking Regulation Act, 3949. 

BE it enacted by Parliament in the Forty-fifth Year of the Republic 
$of India as follows: - 

i. ( 1 )  This !IC~ may lje called the Banking Regulation (Ainerldlrienl) 
Act, 1994. 

(2) Tt shall be dcemed lo have come illto force en the 31st day of 
Janarnry, iYL'4. 

2. li-, sec!jun I!JB of ihe Banking Rcgulatioll Act, 1949 (hereinalter toof 1949. 
rcl'erred to as thc principal Act),-- 

(a) far sub-sec tion\ (1 ), the Pollowi~ig sub-sections shall be sub- 
stituted, namely: - 

" ( 1 )  No~withstandlng anything contained in any law for the 
t h e  being in force or b any contract to the contrary, eysy 

B;?ql;iz~g i:oni~?a~~), i-b existence on the commencement of  rhe 
F,x;!ijng Rcgiriation (Anendmect) Act, 1994, or  \\rl-i;~:h cosnes 
into el  i: kcccc thereafter shall have one of its clirecl-or?. \vl?c: lriziT 

bc appoinicd 09 a whole-time ,or a part-tiarbe basis, as c h a i r ~ ~ ~ a n  
of its Board oP tiirectoss. and where he is app~i~lted on a wl-io'le- 
tjme ba~ i s ,  :IS ~'h~li .man of its Board of direcmrs. !IP cl?nll Fa 
ell trusted with lbe management of the whole of !he aEtlir;; of tile 
banking company : 

Provided :i1'1! Ihe chairman sl?all exercise his nowers sub- 
jocl co the s!~~~ci:ntende~ice, control and direction of t;12 Board 
of directors. 

( IA . )  Where n chairman is appointed on a part-time basis,- 

(i) suck :~ppaintment sha!! he with the prcvi:~us appro- 
ill tllc Reserve Bank and be subject: lo such conr9i!iors 

:IS t1:c R!::;ervc Bankc may specify while giving s11ch apl-~ro- 
vai; 
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(ii) the management of the whole of the affairs of kwh e 
!:anking corilpany shall be entrusted to a managing director 
who shall exercise his powers subject to the superintendence, 
cbnlrol am1 direction of the Board of directo~s."; 

(b )  in sub-section (2), for the words "Every chairnzaiz of the 
Board sf directors", the words "'Every chairman of the Board of 

directors who is appointed on a whole-time basis and every managing 
director" slr!all be su1:stituted; 

(i) i;l tlie or~ening paragra911, for the v,mrds "l;'lvcry chair- 
n ~ a n  of the 33oal-d of directors of a banking coinpmy", ~ h c  wcrds, 

brackets, figture and letter "Every chairman who is appointed 
on a w:~ole.-tirne hasis and every nianaging director of a banking 
csrnpany appointed under sub-section ( IA)"  shall be substituted; 

(ii) in the proviso, for the word "chairman", the words 
"chajrinan ~ ~ h o  is appointed on a whole-time basis or a rnsnag- 
ing director" shall be substituted; 

( d )  in sub-sections (5) and (5A) ,  for the words "A chairman of 
the Board of directors", the words "A chairinan of the Eoard of direc- 
tors zppointed 011 a whole-time basis or a managing clircecor" snall. 'be 
substituted; 

(e) in  sub-section (6) ,- 

(i) for t11c words "chairnzan of the Board o'f diiwral~r;" 

wherever they occur, the words "chairman o,f the Board of 
directors who is appointed on a whole;time bash sr the managing 
d:,reclor" shali be substituted; 

(iij for the words "chairman of its Board of ciirect~ra" a[ 
both the places where they occur, the words "chairman of the 
Board of directors who is appointed 6n a whole-timi5 basis or 
the lnanagjng direclor" shall be substituted; 

. . .  
(iii) for the words "appointed as chairmanv, the words "ap- 

pointed as  chairman on a whole-time basi.; or m a n a ~ i n g  direc- 
tor" shall be substituted: 

(f) in  sub-section (8) ,- 
.(i) for the words "the chairman", the words "the c l~ai rmn 

of the Board of directors who is appoin":d on a 'ivhoie-time 
'knsis c?r L!I~ managing director" shall be substit~~ted.; 

(ii) for the words "such chairman", the words "such chair-, 
. c man or managing director" shall be substituted; 

(g) in sub-sectiop , ( 9 )  ,- 

@) for the words "appointed as chairman", the' word:; "ap- 
poir~ted on a x- hole-time basis, as clsairman of the Board frf 
directors or  managing direstor" shall be substitl-~ted; 
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Anrend- 
ment of 
section 
IORB. 

Amend- 
ment of 
section 
1 OC. 

ment of 
section 
10D. 

Amend- 
ment of 
section 
12. 

Amend. 
mcnt of 
section 
16. 

jii j for Lhp ~x-ords , "d,uties of chairman", , the ~mrds ''duties 
of chairlnan or managing director" shall be' substituicd. 

,. .. 
~ 

.. . 

3. '1; secti6n ~ O B B  of the principal ' Act, f o r  'the word "chairm;ln" 
wherever i t ' ccc~~xs,  the ~01:ds  "chairman of [he Board of directors. ap- 

.p.oi!lt.?d. on a whole-.time basis or a managing: director!' sj2all be subst4- 
-, tuted . . . 

' . . .  . . . . . . . 

.4.  i n  sec:io:=, lCC' i4.L '1.19& principal - A.ci., for ihe words ('A &iv.ma!~", 
Lhe words "A cl1aini;an c;f the Board of dil-ecprs who is app(; iat:~i i  on 2 

tirh~le-linit. i ~ u s i s  or n f i la~aging director" shall 'he substirutec?. 
' 

5. In section 1OD of  he principal Act, for the words "director or chair- 
man", the words "director, chairman of the Board of directors w110 is 
appointed on a whole-time ba'sis or managing director" shall be sub st^.. 
t i t ea .  

Amend- 
went of 

section 
4cjv 

6. In section 12 of ~lne principal Act, in sub-sec.lion ( Z ) ,  for the . 
v~ords "cne per cent.", the words "ten per cent." shall be suktituted. 

Amend- 
ment of 
section 
46A, 

Amend, 
lnent of 
section 
47A. 

7.  In sectior~ 16 of Lhe piincipal Act, for sub-seclion ( I ) ,   he lvllowing 
sub-sections shall be substituted, namely;-- 

" ( 1 )  No banking company incorporated in India shall have as a 
director in its Board of directors any person who is a diwctor of 
any other banking company. 

(1A) No banking company referred to in sub-section (1) shall 
have in its Board, of directors, more than three directors who are 
directors of companies which amsag themiselves are entitled to 
exercise voting rights in excess of twenty per cent. of the total 
voting rights of dl the shareholder's of that banking company.". 

8. In seclion 46 of the principal ACL, in sub-section ( 4 ) ,  for the porlion 
lsegining with the words"'two thousand rupees" and ending with the 
wQr& ' '~m hundred rupees", the following shall be substituted, namely:- 

"fi$ty thousand rupees or twice the amount involved in such 
contra\rention or default where such amount is quantifiable, which- 
ever is more, and where a contravention or default is a continuing 
one, with a further fine which may extend to twd:thousand and five 
hundred rt~pees". 

9, In section 45A of the principal ACL, for h e  words "Every chairman, 
director, auditor", the words "Every chlrman who is appointed on a 
whole-time basis, managing director, director, auditor" bhall be substi- 
tiAted* 

10. In section 47A of the principal Act,-- 

(i) in sub-section ( I ) ,  in claye (b), for the portion beginning 
with the words "two thousand rGpees0 and endiqg with the words 
\'one hundred rupees':, the  following shall be substrtutd, namely:-- 

"five lakh rupees or twice the amoulst involved in suck 
contravention or default where such amount is quwt8ablq 
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whichever is more, and where 'seich. contravention or default 1s 
a conwuing one, a further penalty which may exd$nd to twenty- 
five thousand rupees"; 

(ii) for  sub-sections .(2) and , (3), , the following sub-section shall 
be ~ubstituted, namely:- 

" (2) For the purpose of adjludgiilg the penalty upder sub- 
section ( I ) ,  Lhe Reserve .Bank shall serve notice on the banking 
company requiring it  to show cause why the amount specified 
in the notice 'should not be imposed and a reasonable loppor- 

tunity of beling heard shall also b'e given td such banking com- 
 any.". 

11. (1) The Banking Regulation (Amendment) Ordinance, 1994, is Repeal 
hereby repealed. and 

saving. 
(3  j qotv,rit hs~ailding sv.cl1 repeal, any Lhing done or any action taken 

under the principal Act, as amended by the said Ordinance, shall be 
deemed to have been done or taken under the principal Act, as amended 
hy this Aet. 


