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THE - INDUSTRIAL . DEVELOPMENT: BANK. . OF ' INDIA
(AMENDMENT) ACT, 1995

No. 5 of 1995

N

[25th March, 1995.]

An Act further to  amend the Industrial Development Bank of India
Act, 1964,

\

BE it enacted by Parhament in the Forty-sucth Year of the Republlc

. of India as-follows:—

_1..(I) This Act may___be called the . Industrial Development Bank  of
India (Amendment) Act, 1895, ' o o

~ -£2) It shall be deemed to have come into force on the  12th.day of
" Qetober, 1994, ' : - :

1

-2. In section 2 of the Industrial Development Bank of India Act, 1964

(hereinafter referred to as the principal Act) for clause (d), the follow-

ing clause shall be Subsututed namely: —

‘(d) “Industrial  Finance - Cogporatlon” means  (he Industrial
‘Corgoration of Indii Lmnted fonned and regrstered under the Cem-
panies Act, 1956”; i

3. For section 4 of the . pnnc1pa1 Act, the followmg sectlon shal‘ be

“4, (1) The authorised capital of the Development Batik shall be
two thousand crores of rupees divided into one hundred and fifty
crores fully paid-up equity shares of rupees ten each and, subject to
the provisions of section 4E, fifty crores of fully paid-up redeemable
preference shares of rupees ten each.

(2) The Development Bank may, from time to time, by a resolu-
tion in general meeting, increase the authorised capital to an amount
not exceeding five thousand crores of rupees consisting of such num-

ber of equity shares and redeemable preference shares as it deems

ﬁt ”
4. In section 4A of the principal Act sub-section (2) shall be omitted.

18 of-1964,

1 0f<1956,
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15 After section: 4B of the prlnmpdl Act, the fol} lowing sections shall
be inserted, namely — ~

commenccmcni ofw the Industrlal
(Amendment) Act, 1995 shall, on such commencement 'stand divided
 inte seventv—ﬁve crores and thirty: lakhs equity. shares of rupees ten

2) The Board may, from time to time; increase: the‘issued equ1ty
,"fﬁshare pltal ‘of, the Development Bank. by allotmem; of shares to
¢ g ‘the "Board may
#;

Mthat no. mcreasc i the 1ssued ‘equity capital shall be
! it a“ the Central Govern 1 ent”"holds at any
i * the

way.

(2) Wlthoui; prejudice to the generallty of the, fmegmng power,
be reduced by,

.<(1) IThe ‘Central: Government may,
(el the lndustmal Development

 India (Amendment) §
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_sub-

' (2) "The redeemable preference shares . referred o
section (1) shall-—— : RETIIAN

(@) carry such fixed rate of dividend as the Central Govern-
ment may specify at the time of such conversion, and

(b) neither be Lrans,[erable nor carry any voting rights.

(3) The redeemable ' prc,.l:'erenc,c shar *s 1eferred to ln 5ub-

psend. . . In ‘ectlon 5 of Lhe pllnblpill Act— - | L ) "  ' )
ment of '
section (@) for sub-sections (1) and (2), the following sub sections- shall
5, ‘substituted,: ;
, Board of directors Whu,h may exercise all powers ‘md do;al

‘ ct andthlnga as may be exerc1sed or done by the Development

(2) The Bvoald may direct Lhat any power exerclsable ’ b){ it
under this AcL s"hall also be exercisable in such cases and subject
1i ) 1£ .;my, as may be spec1hed by 1t by Lhe chair-

Amend- < i ddetion 6 'of the 1)11nc1pal At - I (,
.
::fgf,nOG. (a) fm sub- Sectlon (_l) the followmg sub sectmn shall ‘be  sub-

knowledge of and piofessmnal expe ence In, scie
' onom1c;>, mdustry, bankmg, 1ndustria

'Government be useful to the Develon,, 51
by the Central Government; and

(e) such number of directors elected. in the prescr’rbed
manner, by shareholders other than the Ce‘ al Government
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Whose names are entered on the regigter of shareholdels of
'Development ‘Bank ninety days before the date of the
meetmg in which such election takes place on the following
basis, namely: ! ,

(¢) where the Lotal amount of eqmty share capital

issued to such. shareholders ig ten. per. cent or less of the
total -issued equity capltal two dlre,,

; “(#) where the total amountof equuy share capltal
isstied to such shareholders is” more than/ten per cent.
: bu”]les than twenty-five per cent. »of che otal  issued
'eqmtv capltal ﬂ’uee directorsy and

(2id) Where the total eauny sharc 'c mtn] 1ssued 1o
such shareholders is tW(?]”1TV=ﬁVG per cent or more of the
’mtal issted equity capital, four duectorg ' '

: ./Provided that until the ¢ lgsumpnon of charge by tho elect.
“ed diréctors under this clause, the :C‘@ntral ‘Government may
- apany time nominate such number of directors, not exceeding
four, from amongst persons havmc special ledge of, and

of 1ona1, experience in, f‘menc'e, technology ; economics,
, b‘nkmg‘, ‘industrial co~opexa’nves, law, “industrial
finance, tment, sccountancy, marketing ot ‘ahy other mat-

~ ter, the special knowledge of, and vrofessionsl exverience in,
Soghiehtould in' the opinion,of the Central Government. be
:useful to the eve]opment Rank for carrying out “its func-

ections (2) aiﬁd"‘(s*); f«j'i" the words “the chairman and
the managing “difector”, the words “the - chairman, th managing
director and the whole-time director” shall be substituted; i

i) in. su‘bf-sectlons (24) and (JA) for the words the chairman

or the managing director” wherever ‘they occur, the words “the chair-
man the managing director or the whole-time director” rshallishe: sub-

X ,qﬁtut@d' ;
() for sub== ecnon (4A) the f" ‘lnwmg e;ub se‘umn ~shall be subs-
tituted namely - i ‘

1

“(4Ay Sub;;oct to. the pIOVISIQYl‘; of c;ubasection (4),—

(a) every ‘director nominated nnder clause (d) of sub-sec
stion. (1) shall-hold office for such term not exceeding “three
years as the Central ("overnment mw ‘spéeify in this” behalf
and thereafter until his succestor assumes 6ffice; and shall be

ehglble f or ré. nommatlon

o PIOVlded that mo such dnectm sha]l hold ofﬂce contmuouglv
fdi a perlod exceeding wix vears: and .

'rv dwmtor sﬂwtpd under (Muwy ( e') of x;ubac,ectmn

Yereafter undl his

succe%or Wsumm of’ﬁm rmr? “:‘_‘}“ M\' {‘1? ible for rf%-—éelecfmn:




hold oﬂice conti-

(e) after sub~sect10n (4A) the followm,g 8 action s'hail' he

~ inserted, namely;— ..

4B The °ha1eh01aers othe1 thal’l the 'Central Government
giving to the’ diréctor a reasonable opportunity of bei
‘heard in the manner as may; be prescribed, by resolution passec
by majority. of: the votes of *such charehq]:,dgrs holding in  the
... aggregate: not less than .one-half-of rthe.share eapital held by su

shareholders; remoye any director: electedr under clause (e) of sub--
. section (1) and elect another d1rector n his place to fill the va
c ncy‘oo cwsed Ty v~

(f) for: sub sectlon (5) the'; f(}l)lklbyg;ijx;‘kg;sgbiection ghall be sub-
stxtuted namely:— ‘ ‘

“(o) "(z)‘ A meeumT of the Board shall be held at least once
every: thred’ months and at least four meetmgs shall be held every‘
an the m etmgﬁ may be hfﬂd qt such places ag may be pres-

(11) NOth@ of evory mevtmg f“ he Board. shall be given in
y 5 and at his usualu

this Chapter, the

rve such rules of
ss including  the

rescribed”.

procedure in regard to transaction of its bus'
manner;. of admatlon of resolutlons as.may be

. {hsertion of
section
6A.

Inseition
“of new
sections
6B and 6C,
Disquali-

> fications ‘ tor
of ‘
directors.

“6B..(1). A person shall not be ehg1b1e for being elec
under clauge (e} of sub-section (1) of sectlon 6 "1_" he-—

catlon 1s pendlnb,

(d) has been convrcted by a court )

.. moral turpltude and sentenced in respect thereof to lmpnsonment
for not less ‘than six months and a period of, five years has not.
c]apsed from the dafe of expiry of the sentence or,

(e) has not “paid any call inirespect of shares of the DeveTopu

7" 'ment Bank held by him,. whether ,alpne or ]Omtly with  others,

"+ "and six months have.glapsed, from fh: 'fixed for the ray-
ment of the ecall, ‘v - o = r




(a) becomes sub;;ect 0 any of rhe dlsquahﬁcatxons mentmned
in section 6B; or. y »

(b) resigns hls ofﬁce by glvmo notice in Wlltmg under hlS

’ appeal Or‘petltlon ig dlspoqed (’)f Rt

T sectlon Tof the prmcmnl Act; for sub-section’ ( 1) the {ollmvmg Amend-

sub-section shall be 'subﬂtuutod namely: — ment - of
section
¢AR The Board shall constitute 'an Execitive Committee con- 7,

‘s1st1ng of the ch'mman the, manap'mg director, the: who]e -time du'ector

N ,1 . ¢

11. In sec'ti'on 8 of _th’e 'principa Amend-
provmo chall be ‘substltuted namely : ment of
. , ‘. section §.

12. In section 9 of the principal Ac‘r**inf:

(ca), (1)

Ain t‘c:lause (a) , Amend-
and ((“) for the wo1ds “Wh‘l"h may be noﬂﬁed bV the Centra]

13. Tn section 11 of the pllnclpal Act in sub~sectlon (1) -—:

() in clause (c¢), for words “the Central Government”, the words
- “the Roard” shall be substituted; -

(b) for clau

(), the fallowing c’i ause shall he substituted

s

- st o

Board.”.

seetlon ?2.




' “CHAPT}&h IVA

SHARE.; o , ,
Free A, (1), Save as. othelwme pwwd cl i spb-section (2), th
transfera- equity ; shares, of the Develapmem Bank sha]l b fx“,ely transferable,
biljty of '
 shares. :2(2). Nothing contained in, subwse('txon (1) shall‘ entltle the Central
Gover_nmem to,, trdns, er. any. shares ‘held by it in the
”_Bank if such transfer will result in reducmg the equuy shires held
by it ‘to'less’ than’ fifty-one per cent. of the rssue-d eqmty capital of the
Development Bank. . :
Register B. The Dev 1op1n<:nt B _head office a
of share- ter, ,,:1n one or more hooks,” d’ shall enter
‘holders,

in the followmg pamcu]ats 80 ;faf ag thefy'_ may?ibe available,

N

z) _he‘:nanles "adqusn md occupaucmq, 1E ‘any, of the share.
) each shareholder,

\ (i) ‘the date on. Whmh each pou on is So¥ente1ed as a share-
i “holder; o '
g 1 (i)’ the date on which any person ceases.to he a:shareholder;
and EERETTIE TN P S A SRS Ta gt T
e (v).-such . other particulars as. may he «preseribed. . ' o

3

@) Notwnhgtandmg anythlng cﬁﬁt’éiﬁea‘- in"stbssection (1), it
shall be lawful for the Devélopment Batikto keep the rejister of the
shareholders in compuier floppies  or diskettes subject to_such safe-
guards as may be prescribed. o

, {‘)(Notwnh%tmdmg mythmg conlamed in the Ind1an Emdence ‘ :
ct, 48'72 a.copy. of or extmu from, Arhe 1c: or of sha1eh01ders, 1 0f 1872,
-certified; to. be a.true copy under the hand UE an officer of-'the Deve- ‘
lopment Bank authorised in’ this bolmlf ‘shall, in all lega]apfbceedmgq

":be admlsszble in eVIdence Lo S oo

loC Notwnhstandmo‘ ‘Inything contamed in sectlon ]3B no

Truse :
notto be - of ahy trust, express, implied or construetive, shall be. t.ntered on the
kcnterteﬁi _ regxster of shareholdms or be mcewable by the Dcvo]omnent Bank.
§18)1) ©

. 1egister . . k ’ k ‘ k
sofsghare-ioovs Ty o w0 B

holders, .

Board’s 13D (1) The Board may Iefuse to reglster the 1ransfer of any

 in the name of the transfer on any one or more of the fOllOW~ :

rlght to
roundss and on no other ground ‘namelyi -~

(a) ;the transff‘r of, the shaves .is in con avention of the
Qrovxsmns of this Act or regulquons “made 'thereunder or‘ any

' other 1aw, ‘
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: (b).the transfer of the shares, in the  opinion of the .Board,
‘ -~ is prejudieial to the interests of the Development Bank of to the
‘ public mterest SEo

(c) the wansler of bhdl‘&s 18y ploh1b1ted by an order of a
court, tribunal or, any other authoruy under a,ny la,w for the
time bemg‘ in force. - ’

_ 2) The Board shall, before the expiry of two months from the
: dcu;(, on Whlch the 1ns ‘un\em of transfer of shares of Development
- Bank is lodrred with it for the purpose of legmtmhon of such trdnsfer,

not only form, in good faith, its opinion as to whether such reégistia-
) an ought not or ought to be refused on any of the grounds referred
to in sub- sectlon (]) bu{ also,— '

(@) if it has formed the opinion that such reglstratlon ought
not bie so tefused, effect such registration; and

(D) ifit has f.ormed the oplmon that such registration ought
. to .be refused on any of the ~ grounds mentioned in sub-section
(D, 1nt1ma1e the transferor and the transferee by nonce in erung

~ (3) An appeal against the order of refusal of the Board under

- sub-section (2) shall.lie to the Central Government and the procedure

for filing and hearing of such appeal shall bein accordance with the
~rules made by the Central Government in this behalf.

2 of 1982 - -13E. Neotwithstanding anything con_tained 1n . t'hae Indian Trusts
Act, 1882, the shares of the Development Bank shall he deemed to be
-sincluded among the securities enumerated in secticn 20 of the said

Act, 1882,

CHAPTER I'VeB

MEETINGS AND PROCEF‘DINGS

13F (1) The Deyelopment Bank shall in each year hold, in Annual
addltlon to any other meetings, a g,enera‘i meetmg as it annual gene- . genera]
‘ral meeting and shall specify the meeting as™ such in’ “the ‘Abtices  meeting,
calling it; and not more than fifteen months shall elapse: between the
~.date of .one annual general mectlng, and that of the next:

Provided that the Developmen: Bank may~hold ‘the - first annual
general meeting which a period of six months from the date on which
- it*5)16ts ‘shares . for the first time to public for -subscﬁption:

Provided further that the Central Governmen may “extend the
“time within which any  annual general meetmg _shall be held by .a
period not exceeding three months. : '

(2) Every annual general meeting shall be called for a time
o dunng busineéss hours on a day that is not a public holiday, and ghall
o be 'Held either at head office or at some. other. place within -the, c;ty
o or town in which the head office is situate.
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. prlanatzon —I'or the purposes of this secuon, “public holiday”
means a public’ holiday within the meamng of the. Negotiaole Instri-
ments Act 1881: '

Prov1cled thdL no bunuay bhdll be deuned to he sucn a hOllddy 10

relation to any meeting:

Provided further that no day declared. by the (,entral Governn
ment to be a public holiday shall be deemed to be'such a holiday,
in. relat10n to any meeting, unless the declaration was notified before
Lhe 1ssue of the notice convening, such meeting. '

) 13‘G.. Every shareholder of the Development Bank holiday_ equity
shares shall have a right to  vote in respect of such shares on ‘every
;resolution and - this voting right on a poll shall be in proportion  to
his share of the paid-up equity capital of the Developmént Bank

w.+ - Provided, however, that no shareholder, other than the Central
“Government,  shall pe entitled to exercise voting rights in respect of

;.any equity shares held by him in excess of ten per cent. of the issued
» equ1ty capltal

shall be entitled to discuss and adopt-

(a) the balance sheet and profit and {oss account of the Deve-
lopment Bank made up to date on which its accounts are closed
’ and balanced; :

(b) the repori of working of tho Development ‘Bank for ‘he
perlod covered by the accounts;

(c) the auditor’s report on the balance sheet and accounts;

(d) proposals f01 declaration of  dividend and capitalisation
of reserves. o o L R A

(2) The shareholders present at an annual general meeting may.
dlSCLISS any other matter to be transacted at such meetmgs in
. accordance w1th the prov1s1ons of ‘this Act.

e Y8y~ The mdtters relating to—

(a) the manner in which annual gederal méeting or other meet-

at; .-

CEtY () the procedure for transaction of busmess at such meetmgs

and related matters,

»rShall, be_such as may. be prescribed.” .

6. ST sectmn 18 of the principal Act; in sub-secnon (3) fer the .words

“Central---Govcmm‘,nt ? the words ‘Develonn%ent ‘Bank? shall be subsututed

tact 5 .

TISH (1Y 1he shareholders present dL an’ annual general meetlng

> ings* are held under this Act and the procedur_e_to be followcd there-

NG the niannér in whwh voting rights" may be exerclsed and re-
t;?,solwtlcms may be passed; and

26 of 1881,

¢
T
e

Amend-
ment of
section 8,
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AP I section 22-of the principal Act, in sub- sectlon (2), the following sub-
‘ sectxon shaH be substxtuted namely —

“(2) After making provision for bad and doubtful debts, deorecmtlon
of assets and for all other matters for which provision is necessary or ex-
pedient or which is usually provided for by bankeérs and for the reserve
‘fund referred to in sub-section (1), and after transferring a par¢ of the
profits to such other reserves or funds as may be considered appropriate,
the Board may, out of its net proﬁts declare a dmdend »,

+ 18. (1) In section 23 of the principal Act,— ..

@ for sub-section (1), the following sub-sectioﬁ _shai]l be substituted,
namely:—

~ “(1) The accounts of the Development Bank shall be audited by
A auditors duly qualified to act as auditors undet sub-scctlon (1) of sec-
10£1956. . . tion 226 of the Companies Act, 1956 who shall be appointed by the
' Development Bank in general meeting of the shareholders out of the
panel of auditors approved by the Reserve Bank for such term and on
such remuneration as the Reserve Bank may fix.”;

(b) in sub-section (3), for the words “within four motths from
the date on which its accounts are closed and balanced”, the words
“within one month from the date on which the annual general meet-
ing is held” sh'ﬂl be substltuted

19. After section 32 of the principal Act, the followmg sectxmz shall be
inserted, namely:—

“32A. (1) Notwithstanding anythmg contamed in a.ny other law fof the
time being in force, where a nomination in respect of- any deposits, bonds
or other securities is made in the prescribed manner, the amount due on
such deposits, bonds or securities shall, on the death of the depositor or
holder. thereof, vest in, and be payable to, the nominee subject to any
right, title or interest of any. other person to such deposits, bonds or
securities. :

(2) Any payment by the Development Bank in accordance with the
provisions of sub-section (1) shall constitute  full discharge to the
development Bank of its lability in respect of such depasus bonds
or securities.”

20. In section 37 of the principal Act,—

(@ in_sub-section (2),-~

(7) in clause (a) , the words “and the mannar of adaption of

resolutions” -shall be inserted at the end;

(i7) after clause (da), the following clauses shall be inserted,
namely:—

“(db) the manner in which and the conditions subject to
which shares may be held and transferred;

Amend-
ment of
section 22,

Agiead-
ment of
section 23.

Insertion. -
of new
section
32A.

Nomina-
tion in
respect of .
deposits,
bonds,

etc.

ment of
section 37.
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reholders;

(dd) the mainienance of share reglstera and the particulars
to be entered therein;

(de) mattgrs relating to the yights of shs

(dq) tl;e sgfeguards to be observed ip  the miai
register of shareholders on gomputer ﬂopples of |

(df) the inspection and elosure of the Iegisters and - all
'other matters connecteéd therewith;

(dg) the helding and conduct of clegtions of directors under
this Act and the determination of dlsputes regarding the qualifi-
cation of directors;

(dh) the manner in which general meetings shall be con-

- vened, the procedure to be followed thereat, the manner in

- which veoting rights may be exercised, resolutions. passed  and

’busmeSs transacted in such meetmgs -and other» mattcrs relating
to meeungs, .

" (di) the manner in whigh netices may be- smed on share-
h_,olde]__'s or other persons;

: o _ (dp) the- manner in which nemination may be ;nade in terms
i ' of seection 32A;%

(b) for sub-section ), the following sub-section shall be substituted,
amelyi=

| - . . P - .

“(4) Every regulation or rule made 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 Pc;lod of thlrty days which may be

- ggm r;g,ed in one session or i two or more syceessive sessigns, and

ij; befgre the explry “of the session mmediately follewmg the session
"pr the sugcessive  sessigps - afor;esald both Hoyses agree m ‘making

» . apy m dification in the ;'egulatlon or ‘riile” or both’ Houses agree that

. the regulatlon or rule shogld not bg madez the regulat!on or rule

o " shall thereafter have. effect only in such modified form or be of no

effiect, as the case may be; so, however, that any such modification

- or annplment shall be without prejudice to the vahd]ty of anything

p;evmusly dong under that rcgulatlpn or rule.”:

21. (1) The Industrial Development Bank of Indm (Amendment)

Repeal Ord, 2
and Ordinance, 1995 is hereby repealed. of 1995,
" saving,

. ' (2) Notwithstanding such repeal, anything done ‘or any action ‘taken under
| the principal ‘Act, a§ amended by the said QOrdinance, shall be desmed to bave
been done or taken under the principal Act as amended by tlns Act.




