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MINISTRY OF LAW
(Legislative Department)
The following Act of Parliument received the assent of the
President on the 28th December, 1968 and is hereby published for
general information: —

THE BANKING LAWS (AMENDMENT) ACT. 1968
No. 58 or 1968
[28th December, 1968]

An Act further to amend the Banking Regulation Act, 1949, so
as to provide for the extension of social control over banks
and for matters connected therewith or incidental thereto,
and also further to amend the Rescrve Bank of India Act,
1934, and the State Bank of India Act, 1955.

Be it enacted by Parllament in the Nineteenth Year of the

Republie of Tndia as follows: —

CHAPTER I
PRELTMINARY
1 (I This Aet may be called the Banking Laws (Amendment) tsiillc;rt
Act, 1968. and com-
mence-

779 ment.
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(2) Tt shall come into force on such date as the Central Govern-
ment may, by notification in the Official Gazette, appoint and diffe-
rent dates may be appointed {or different provisions of the Act.

CHAPTER II
AMENDMENTS TO THE BANKING REGULATION AcT, 1949
f;n":tn&' 2. In the Banking Regulation Act, 1949 (hereinafter in this Chap-
;eztion 5. ter referred to as the principal Act), in section 5,—

(1) after clause (c), the following clause shall be inserted,
namely;-—

‘(ca) “banking policy” mcans any policy which is spe-
cified from time to time by the Reserve Bank in the inter-
est of the banking system or in the interest of monetary
stability or sound economic growth, having due regard to
the Interests of {he depositors, the volume of deposits and
other resources of the bank and the need for equitable allo-
catlon and the efficient use of these deposits and resources;’;
(ii) after clause (g), the following clause shall be inserted,

namely: —

‘(gg) “managing agent” includes,—

(1) secrclaries and treasurers,

(i1) where the manag:mg ageni s a company, any
director of such company, ind any moember thereof who
holds gubstantial interest in such company,

(iti) where the managing agent is a flrm, any part-
ner of such firm;";

(iti) to clause (h), the following proviso shall be added,
namely:—

“Provided that the managing director shall exercise his
powers subject to the superintendence, control and direc-
tion of the Board of directors.”:

(iv) afler clausc (n), the following clauses shall be insert-
ed, namely: —

‘(na) “small-scale industrial concern” means an indus-
trial concern in which the investment in plant and machin-
ery is not In excess of seven and a half lakhs of rupecs or
such higher amount, not exceeding twenty lakhs of rupees,
as the Central Government may, by notification in the Offi-
eial Gazette, specity in this behalf, having regard to the
trends in industrial development and other relevant factors;

(nb) “subsidiary bank” has the meaning assigned to it
in the State Bank of India (Subsidiary Banks) Act, 1959;

(nc) “substantial interegt”,—

(i) in relation to a company, means the holding of
n heneficial interest by an individual or his spouse or

10 of 1949,

38 of 1958,



Sge. 1] THE GAZETTE OF INDIA EXTRAORDINARY 781

minor child, whether singly or taken together, in the
shares thereof, the amount paid-up on which exceeds five
lakhs of rupees or ten per ccnt. of the paid-up capital
of the company, whichever is less;

(il) in relalion to a firm, meang the beneficial in-
terest held therein by an individual or his spouse or
minor child, whether singly or taken together, which
represents more than ten per cent. of the total capital
subscribed by all the pariners of the sald firm;'.
3. After section 10 of the principal Act, the following sections pngertion

shall be inserted, namely:-— of new
gections
10A, 10B,
10C and
10D,
“10A. (1) Notwithstanding anything contained in any other Board ot
law for the time being in force, every banking company,— tdirectors
o incfude
(a) in existence on the commencement of section 3 of persons
the Banking l.aws (Amendmeni) Act, 1968, or with pro-
(b) which comes into exisience thereafter, f)‘i_s”gf;:rl
shall comply wilh the requirements of this section: expe-

Provided that nothing contained in this sub-gection shall rience.
apply to a banking company referred to in clause (a) for a period
of three months from such commencement.

(2) Not less than fifty-one per cent. of the total number of
members of the Board of directors of a banking company shall
congist of persons, who—

(a) shall have special knowledge or practical experience
in respect of one or more of the following matlers, namely:—
(i) accountancy,
(1) agricullure and rural economy,
(ii1) banking,
(iv) co-operation,
(v) economlcs,
(vi) finance,
(vit) law,
(viii) small-scale industry,
(ix) any other matter the special knowledge of, and

practical experience in, which would, in the opinfon of
the Reserve Bank, be useful to the banking company:

Provided that out of the aforesaid number of directors,
not less than two shall be persons having speclal knowledge
or practlcal experience in respect of agriculture and rural
economy, co-operation or small-gcale industry; and
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(b) shall not—

(1) bave subslantial inietcst in, or be connected
with, whether as  employce, manager or managing
agent,—

(i) any company, not heing a company register-
ed under section 25 of the Companies Act, 1956, or

(i) any firm,

which carries on any trade, commerce or industry and
which, in either case, is not a small-scale industrial con-

cern, or

(2) be proprietors of any trading, commercial or
industrial concern, not being a small-scale industrial
coneern,

(3) If, in respect of any banking company, the requirements,
as laid down in sub-section (2), are not fulfilled at any time, the
Board of directors of such banking company shall re-conslitute
auch Board so as to ensure that the said requirements are

fulfilled.

(4) If, for the purpose of re-constituting the Board under
sub-section (3), it is necessary to retire any director or directors,
the Board may, by lots drawn in such manner as may he pres-
cribed, decide which director or directors shall cease Lo hold office
and such decision shall be binding on every director of the Board,

(5) Where the Reserve Bank is of opinion thal the composi-
tion of the Board of ditectors of a hanking company is such that
it doues not fulfil the requirements of sub-section (2), it may,
afler giving to such banking company a reasonable opportu-
nily of being heard, by an order in wriling, direct the bank-
Ing company to so re-constitute ils Board of dircetors as to en-
sure that the said requirements are fulfilled and, il within two
months from the date of receipt of that order, the banking com-
pany docs not comply with the directions made by the Reserve
Bank, that Bank may, after determining, by lots drawn in such
manner a3 may be prescribed, the person who ought to he re-
moved from the membership of the Board of directors, remove
such person from the office of the director of such banking com-
pany and with a view {0 complying with the provisions of sub-
section (2), appoint a suitable person ag a member of the Board
of directors in the place of the person so removed whereupon
the person go appointed shall be deemed to have been duly elect-
ed by the banking company as its director.

1ol 1954
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(6) Every appointment, removal or reconstitution duly
made, and every clection duly held, under this section shall be
final and shall not he called into question in any court.

(7) Every director elected or, as the case may be, appointed
under this section shall hold office until the date up to which his
predecessor would have held office, if the election had not been
held, or, as the case may be, the appointment had not been made.

(8) No act or proceeding of the Board of directors of a bank-
ing company shall be invalid by reason only of any defect in the
composition thereof or on the ground that it is subsequently dis-

covered that any of its members did not fulfil the requirements
of this section,

10B. (/) Notwithstanding anything contained in any law for g, ping
the time being in force or in any contract to the contrary, every company
banking company in existence on the commencement of section to be
3 of the Banking Laws (Amendment) Act, 1968, or which comes Mmanaged
into cxistence thereafter shall have a chairman of its Board of Eﬂl‘:h(’m
directors who shall be entrusted with the management of the .. i.man.
whole of the affairs of the banking company:

Provided that the chairman shall exercise his powers sub-

ject to the superintendence, control and direction of the Board
of directors:

Provided further that nothing in thig sub-section shall apply
to a banking company in existence on the commencement of the

said section for a period of three months from such cominence-
ment,

(2) Every chairman of the Board of directors of a banking
company shall be in the whole-time employment of such com-
pany angd shall hold office for such period, not exceeding five
years, ag the Board of directors may fix, but shall, subject to the
provisions of this section, be eligible for re-election or re-appoint-
ment:

Provided that nothing In this sub-section shall be construed
as prohibiting a chairman from being a director of a subsidiary

of the banking company or a direclor of a company registered
under section 25 of the Companies Act, 1956.

(3) Every person holding office on the commencement of
section 3 of the Banking Laws (Amendment) Act, 1968, as
managing director of a banking company shall—

(a) if there is a chairman of its Board of directors,
vacate office on such eommencement, or

(b) if there is no chairman of its Board of directors,
vacate office on the date on which the chairman of its Board
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of dlrectors is elected or appomted in accordance WJth the
provisions of this section.

(4) Every chairman of the Board of directors of a banking
company shall be a person who has special knowledge and prae-
tical experience of—

(a) the working of a banking company, or of the State
Bank of India or any subsidiary bank or a financial institu-
tion, or

(b) firancial, economic or husiness administration:

Provided that a person shall be disqualified for being a
chairman, if he—
(a) is a director of any company other than a company
referred to in the proviso to sub-section (2), or

(b) is a partner of any firm which carries on any trade,
business or industry, or :

(¢) has substantial interest in any other company or
firm, or

(d) is a director, manager, managing agent, partner or
proprietor of any trading, commercial or industrial concern,
or

(e) 1z engaged in any other business or vocation.

(5) A chairman ot the Board of directors of a banking com-
pany may, by writing under his hand addressed to the company,
resign his office but shall continue in office until his successor
assumes office. '

(6) Without prejudice to the provisions of section 36AA,
where the Reserve Bank is of opinion that any person who is, or
has been elected to be, the chairman of the Board of directors of
a banking company Is not a fit and proper person to hold such
office, it may, after giving to such person and to the
banking company a reasonable oppurtunity of being
heard, by order in writing, require the banking com-
pany to elect or appoint any other person as the chairman
ol its Board of directors and if, within a period of two months
from the date of receipt of such order, the banking company
fails to elect or appoint a suitable person as the chairman of its
Board of directors, the Reserve Bank may, by order, remove
the first-mentioned person from the office of the chalrman of the
Board of directors of the banking company and appoint a suit-
able person in his place whereupon the person so appointed ghall
be deemed to have been duly clected or appointed, as the case
may be, as the chairman of the Board of directors of such bank-
ing company and any person elected or appointed as chairman
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under this sub-sccetion shall hold ofilce {or the residue ol the pe-
riod of office of the person in whose place he has been so elected
or appointed.

(7) The banking company and any person against whom an
order of removal is made under sub-section (6) may,
within thirty days from the dalec of communication to
it or to him of the order, prefer an appeal to the Cen-
tral Government and the decision of the Central Government
thereon, and subject thereto, the order made by the Reserve
Bank under sub-section (6), shall be final and shall not be called
into question in any court,

(8) Notwithstanding anytlung containcd in this section, the
Reserve Bank may, if in its opinion it is neceessary in the public
interest so to do, permit the chairman 1o undertake such part-
time honorary work as is not likcly to inlerfere with his duties
as such chairman.

(9) Notwithstanding anything containced in this scction,
where a person appointed as chairiman dies or resigns or is by
infirmity or otherwise rendered incapable ol carrying out hig
duties or is absent on leave or otherwise in circumsiances not
involving the vacation of his office, the banking company may,
with the approval of the Resetve Bank, make suilable arrange-
ments for carrying out the dutics of chairman for a total period
not exceeding four months,

10C. Any director or chairman appointed by the Resgerve
Bank under section 10A or section 10B, as the case may be, shall
not be required to hold qualification shares in the baunking com-

pany.

10D. Any appointment or removal of a director or chairman
in pursuance of section 10A or section 10B shall have ellect and
any such person shall not be entitled to claim any compensation
for the loss or termination of office, notwithstanding anything
contained in any law or in any contract, memorandum or arti-
cles of association.”.
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4. In scclion 16 of the principal Act, after sub-section (2), the
following sub-section shall be inserted, namely:—

“(3) Nothing in sub-section (1) shall apply to, or in rela-
tion to, any director appointed by the Reserve Bank.”.

5. For section 20 of the prinecipal Act, the following section shall
be subgtituted, namely:--

20, (1) Notwithstandins anything to the contrary contained

In =ection 77 of the Companies Act, 1956, no banking company
shall,—

(a) grant any loans or advances on the securily of its
own shares, or

(b) enter Into any commitment for pranting any loan
or advance to or on behall ol—

(1) any of its directors,

(i) any firm in which any of its dircctors is inter-
ested as partner, manager, employee or guarantor, or

(iii) any company (not bheing a subsidiary of the
banking company or a company registered under sec-
tion 25 of the Companics Act, 1956, or a Government
company) of which any of the directors of the banking
company is a direclor, managing agent, manager, em-
ployee or guarantor or in which he holds substantial
interest, or

(iv) any individual in respect of whom any of its
dirertors is a partner or guarantor.

2) Where any loan or advance granted by a banking com-
pany Is such that a commitment for granting it could not have
been made if clause (b) of sub-section (I) had been in force
on the date on which the loan or advance was made, or is
granted by a banking company after the commencement of
section 5 of the Banking Laws (Amendment) Act, 1968, but in
pursuance of a commitment entered into before such com-
mencement, steps shall be taken to rccover the amounts due

I of 1956.

1 of 1958
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to the banking company on account of the loan or advance to-
gether with interest, if any, due thereon within the period sti-
pulated at the time of the grant of the loan or advance, or
where no such period has been stipulated, before the expiry of
one year from the commencement of the said section 5:

Provided that the Reserve Bank may, in any case, on an
application in writing made to it by the banklng company In
this behalf, extend the perlod for the recovery of the loan or
advance until such date, not being a date beyond the period of
three years from the commencement of the said section 8, and
subject to such terms and conditions, as the Reserve Bank may
decem fit:

Provided further that this sub-section shall not apply if
and when the director concerned vacates the office of the direc-
tor of the banking company, whether by death, retirement, re-
signation or otherwise.

(3) No loan or advance, referred to in sub-section (2), or
any part thereof shall be remitted without the previous approv-
al of the Reserve Bank, and any remission without such approv-
al shall be void and of no effect.

(4) Where any loan or advance referred to in sub-gection
(2), payable by any person, has not been repaid to the banking
company within the period specified in that sub-gection, then,
such person ghall, if he 1s a director of such banking company
on the date of the expiry of the sald period, be deemed to have
vacated his office as such on the sald date,

Explanation—In this section—

(a) “loans or advance” shall not include any transac-
tion which the Reserve Bank may, having regard to the
nature of the transaction, the period within which, and
the manner and circumstances in which, any amount due
on account of the transaction is likely to be realised, the
interest of the depositors and other relevant considerations,
speclfy by general or special order as not being a loan or
advance for the purpose of this section;

(b) “director” includes a member of any board or com- |
mittee In India constituted by a banking company for the
purpose of managing, or for the purpose of advising it in
regard to the management of, all or any of its affairs.

(5) If any question arises whether any transaction is a loan
or advaace for the purposes of this section, it shall be referred
to the Reserve Bank, whose decision thereon shall be final..
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6. In section 21 of the principal Act, in sub-section (1), after
the words “in the interests of depositors”, the words “or banking
policy” shall be inserted.

7. In section 24 of the principal Act, in sub-section (24), in sub-
clause (iti) of clause (b), for the words “any balances maintained
by a scheduled bank with the State Bank of India”, the words “any
balances In current account maintained in India by a scheduled
bank with the State Bank of India” shall be substituted,

8. In section 30, of the principal Aet—

(e) for sub-section (), the following sub-section shall be
substituted, namely:—

“(1) The balance-sheet and profit and loss account pre-
pared in accordance with section 28 ghall be audited by a
person duly qualified under any law for the time being in
force to be an auditor of companies.”;

(b) after sub-section (1), the following sub-sections shall
be inserted, namely: —

“(14) Notwithstanding anything contained in any law
for the time belng in force or in any contract to the contrary,
every banking company shall, before appointing, re-appoint-
ing or removing any auditor or auditors, obtain the previous
approval of the Reserve Bank.

(1B) Without prejudice to anything contained in the
Companies Act, 1956, or any other law for the time being
in force, where the Reserve Bank is of opinion that i is
necessary in the public interest or in the interests of the
banking company or its depositors so to do, it may direct the
auditor of the banking company to audit the accounts of the
banking company in rclation to any transaction or class of
transactions specified in the order, and the auditor ghall
comply with such directions and make a report of such audit
to the Reserve Bank and forward a copy thercof to the com-
pany.

(1C) The expenses of, or Incidental to, the audit of the
transaction or class of transactions sgpecified in the order
made by the Reserve Bank shall be borne by the banking
company.”.

9. Tn section 34A of the principal Act, in sub-section (3), the
words, brackets and figures “as defined in the State Bank of Indla
(Subsidiary Banks) Act, 1959” shall be omitted.

10. In section 35A of the principal Act, in sub-section (I), after
clause (a), the following clause shall be inserted, namely: —

“(aa) in the interest of banking policy; or”.

1 of 1956,

38 of 1950,
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11. In section 35B of the principal Act,— Afnend-

(a) in sub-section (I),— ment of
(i) in clause (a), for the words “appointment or .Te- ::;uon

appointment or remuneration of a”, the words “appointmens
or re-appointment or termination of appointment or remu-
neration of a chairman, a” shall be substituted;

(ii) for clause (b), the following clause shall be .subs-
tituted, namely: —

“(b) no appointment or re-appointment or termi-
nation of appointment of a chairman, a managing or
whole-time direclor, manager or chief executive officer
by whatever name called, shall have effect unlesg such
appoiniment, re-appoiniment or termination of appoint-
ment is made with the previous approval of the Re-
serve Bank.”;

(i) in the Explanation, for the words “of the mana-
ger”, the words “of the chairman or the manager” shall be
substituted; .

(b) in sub-section (3), for the words “as a managing or
whole-time director”, the words “as chairman or a managing
or whole-time director” shall be substituted and for the word
“appointment”, wherever it occurs, the words “appointment or
re-appointment” shall be substituted.

12, In gection 36 of the principal Act, in sub-section (1), In Amend-

clause (d),— ment of
section

(i) for the words and figures “during the course, or after 36

the completion, of any inspection of a banking company under
section 35,”, the words “at any time, if it is satisfied that in the
publie interest or in the interest of banking policy or for prevent-
ing the affairs of the banking company being conducted in a
manner detrimental to the inlerests of the banking company or
its depositors it is necessary so to do,” shall be substituted;

(i1) in sub-clause (v), the words “in consequente of the
state of affairs disclosed during or by the inspection”™ shall be
omitted.

13. In section 36AA of the principal Act,— Amend-

* 1 f
(a) in sub-section (1), for the words “any director,”, the ?ezgtm?

words “any chairman, director,” shall be substituted, 6AA.

(b) in sub-section (2),—

(i) for the words “unless the director”, the words “un-
leas the chairman, director” shall be substituted;
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(1) in the proviso—

(a) for the words “the director or, as the case may
be, chief executive officer”, the words “the chairman or,
as the case may be, director or chief executive officer”
shall be substituted;

(b) in clause (a), for the words “act as such di-
rector”, the words “act as such chairman or director”
shall be substituted;

(c¢) 1 sub-section (4),—

(i) for the words “a director”, where they occur for the
first time, the words “‘a chairman, director” shall be substitut-
ed;

(i) for the words “a director or, as the case may be,”,
the words “a chairman or, as the case may be, a director”
shall be substituted;

(d) in sub-section (6), for the words ‘“the director”, the
words “the chairman or direct-1” shall be substituted;

(e) in sub-section (7), for ihe words “director ot chief
executive officer”, wherever they occur, the words “chairman,
director or chief excculive oflicer” shall be substituted.

14. In section 36AB of the principal Act, in sub-section (1), for
the words “opinion that”, the words “opinion that in the interest of
banking policy or in the public interest or” shall be gubstituted.

15. After Part IIA of the principal Act, ihe following Parts ghall
be inserted, namely:—

‘PART IIB

PROUIBITION OF CERTAIN ACTIVITIES IN RELATION TO
BANKING COMPANIHS

36AD. (1) No person shall—

(a) obstruct any person from lawfully entering or leav-
ing any office or place of business of a banking company or
from carrying on any business there, or

(b) hold, within the office or place of business of any
banking company, any demonstration which is violent or
which prevents, or is calculated to prevent, the transaction
of normal business by the banking company, or

(c) act in any manner calculated to undermine the con-
fidence of the depositors in the banking company.
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(2) Whoever contravenes any provision of sub-section (1)
without any reasonable excuse shall be punishable with impri~
sonment for a term which may extend to six months, or with
fine which may extend to one thousand rupees, or with both.

(3) For the purposes of this section, “banking company”
includes the Reserve Bank, the Industrial Development Bank
of India, the State Bank of India, and any subsidiary bank.

PART IIC

ACQUISITION OF THE UNDERTAKINGS OF BANKING COMPANIES IN
CERTAIN CASES

36AE. (1) If, upon receipt of a report from the Resecrve Powerof

Bank, the Central Government is satisfied that a banking com- Siﬁfrﬂ
1 -
pany— ment to

: : . , acquire
(a) has, on more than one occasion, {failed to comply yndertak.

with the directions given to if in writing under section 21 ings of
or section 354, in so far as such directions relate to banking ba“king
. P ar
policy, or o certain
. . . i cases,
(b) is being mnnaged in a manner detrimental to the
interests of its deposilors,—

and that—

(i) in the interests of the depositors of such banking
company, or

(i) in the interest of banking policy, or

(i) for the better provision of credit gencrally or of

credit to any particular section of the community or in any
particular area,

it is necessary to acquire the undertaking of such hanking com-
pany, the Central Government may, after such consultation
with the Reserve Bank as it thinks fit, by notified order, acquire
the undertaking of such company (hereinafter referred to as
the acquired bank) with effect from such date as may he speci-
fied in this bechalf by the Central Government

(herecinafter
referred to as the appointed day):
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. Provided that no undertaking of any banking company shall
be so acquired unless such banking company has been given a
reasonable opportunity of showing cause against the proposed
action. '

Explanation.—In this Part,—

(a) “notified order” means an order published in the
Official Garette;

(b) “undertaking”, in relation to a bhanking company
incorporated outside India, means the undertaking of the

company in India.

(2) Subject to the other provisions contained in this Part,
on the appointed day, the undertaking of the acquired bank and
all the assets and liabilities of the acquired bank shall stand
transferred to, and vest in, the Central Government.

(3) The undertaking of the acquired bank and its assets and
liabilities shall be deemed to include all rights, powers, authori-
ties and privileges and all property, whether movable or immov-
able, including, in particular, cash balances, reserve funds,
investments, deposits and all other interests and rights in, or
arising out of, such property as may be in the possession of, or
held by, the acquired bank immediately before the appointed
day and all books, accounts and documents relating thereto, and
shall also be deemed to include all debts, liabilities and obliga-
tions, of whatever kind, then existing of the acquired bank.

(4) Notwithstanding anything contained in sub-section (2),
the Central Government may, if it is satisfied that the undertak-
ing ot the acquired bank and its assets and liabilities should,
instcad of vesting in the Central Government, or continuing to
so vest, vest in a company established under any scheme made
under thig Part or in any corporation (hereinafter in this Part
and in the Fifth Schedule referred to as the transferee bank)
that Government may, by order, direct that the said undertak-
ing, including the assets and liabilities thereof, shall vest in the
transferce bank cither on the publication of the notified order
or on such other date as may be specified in this behalf by the

Central Government,

(5) Where the undertaking of the acquired bank and the
assets and liabilities thereof vest in the iransferee bank under
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sub-section (4), the transferee bank, shall, on and from the date
of such vesting, be deemed to have become the transferee ol the
acquired bank and all the rights and liabilities in relation to the
acquired bank shall, on and from the date of such vesting, he
deemed to have becen the righls and liabilities of the transferec
bank.

(6) Unless otherwise expressly provided by or under this
Part, all contracts, deeds, bonds, agreements, powers of attorncy,
grants of legal representation and other instruments of whatever
nature subsisting or having effcct immediately belore the ap-
pointed day and to which the acquired bank is a parly or which
are in favour of the acquired bank shall be of as full force and
effect against or in favour of the Central Government, or as tho
case may be, of the transferee bank, and may be enforced or
acted upon as fully and effectually as if in the place of the ac-
quired bank the Central Government or the transferee bank had
been a party thereto or as if they had been issucd in favour of
the Central Government or the transferee bank, ay the case may
be,

!

(7) If, on the appointed day, any suit, appcal or other pro-
ceeding of whatever nature is pending by or against {he acquired
bank, the same shall not abate, be discontinued or be, in any way,
prejudicially affected by reason of the transfer of the undertak-
ing of the acquired bank or of anything contained in this Part,
but the suit, appeal or other proceeding may be continued, pro-
secuted and enforced by or against the Central Government or
the transferee bank, as the case may be,

36AF. (1) The Central Government may, after consultation Power of
with the Reserve Bank, make a scheme for carrying out the pur- :he Cen-

. . : ral Gov-
poses of this Part in relation to any acquired bank. ornmont

to make
(2) In particular, and without prejudice to the generaljty scheme.
of the foregoing power, the sald scheme may provide for all or
any of the following matters, namely:—

(a) the corporation, or the company incorporated for the
purpose, to which the undertaking including the property,
assets and liabilities of the acquired bank may be transfer-
red, and the capital, constitution, name and office thereof;

(b) the constitution of the Arst Board of management
(by whatever name called) of the transferee bank, and all
such matters in connection therewith or incidental thereto
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‘as the Central Government may consider to be ;et_:éssary
or expedient;

(c) the continuance of the services of all the employees
of the acquired bank (excepting such of them as, not being
workmen within the meaning of the Industrial Disputes
Act, 1947, are specifically mentioned in the scheme) in the 14 of 1947.
Central Government or in the transferee bank, as the case
may be, on the same terms and conditions so far as may be,
as are specified in clauses (i) and (j) of sub-section (5) of
section 45;

(d) the continuance of the right of any person who, on
the appointed day, is entitled to or ig in receipt of, a penslon
or other superannuation or compasgionate allowance or
benelfit, from the acquired bank or any provident, pension or
other fund or any authority administering such fund, to be
paid by, and to receive from, the Central Government or the
transferee bank, as the case may be, or any providert, pen-
sion or other fund or any authority administering such
fund, the same pension, allowance or benefit so long as he
observes the conditions on which the pension, allowance or
beneflt was granted, and if any question arises whether he
has so observed such conditions, the question shall be deter-
mined by the Central Government and the decision of the
Central Government thereon shall he flnal;

(e) the manner of payment of the compensation payable
in accordance with the provisions of this Part to the share-
holders of the acquired bank, or where the acquired bank is
a banking company incorporated outside India, to the ac-
quired bank in full satisfaction of their, or as the case may
be, its, claims; '

(f) the provision, if any, for completing the effectual
transfer to the Central Government or the transferee hank
of any asset or any liability which forms part of the under-
taking of the acquired bank in any country outside India;

(g) such incidental, consequential and supplemental
matlers as may be necessary to secure that the transfer of
the business, property, assets and liabilitles of the acquired
bank to the Central Government or transferee bank, as the
case may be, is effectual and complete.

(3) The Central Government may, after consultation with
the Reserve Bank, by notification in the Official Gazette, add
to, amend or vary any scheme made under this section.

(4) Every scheme made under this section shall he pub-

lished in the Official Gazette,
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(5) Copies of cvery scheme made under this section shall
be laid before each Tlouse of Parliament as soon as may be after
it iz made.

(6) The provisions of this Part and of any scheme made there.
under shall have cffect notwithstanding anything to the contrary
contained in any othey provisions of this Act or in any other
law or any agrecmeni, award or other instrument for the ilme
being in force.

(7) Every scheme made under this section shall be binding
on the Central Government or, as the case may be, on the trans-
ferce bank and also on all members, creditors, depositors and
employces of the acquired bank and of the transferee bank and
on any other person having any right, liability, power or fune-
tion in velalion 1o, or in connection with, the acquired bank or
the transferee bhank, as the case may he.

36AG. (1) Every person who, immediately before the ap- Compen-
. . . . : . gation to
pointed day, is rcgistered as a holder of shares in the acquired be given
bank or, where the acquired bank is a hbanking company incor- ¢, ghare-
porated outside India, the acquired bank, shall be given by the holders of
Central Government, or the transferee bank, as the case may be, the ac-
such compensation in respect of the transfer of the undertaking %‘;iﬁfd
of the acquired bank as is determined in accordance with the ;

principles contained in the Fifth Schedule.

(2) Nothing contained in sub-section (I) shall affect the
rights inter se betwren the holder of any share in the acquired
bank and any other person who miny have any interest in such
sharcs and such other person shall be entitled to enforce hig in-
terost against the compensation awarded to the holder of such
share, il not against the Cenira)l Government, or the transferee
bank.

(3) The amount of compensation to be given in accordance
with the principles contained in the Fifth Schedule shall be
determined in the first instance hy the Central Government, or
the transferee bank, as the cose may he, in consultation with
the Reserve Bank, and shall be offcred by it to all those to
whom compensation is payable under sub-section (1) in full
salisfaction thercof.

(4) If the amount of compensation offered in terms of sub-
sccetion (3) is not acceptable to any person to whom the compen-
sation is pavable, such person may, before such date as may be
notified hy the Central Government in the Official Gazette,
request the Central Government in writing, to have the matter
referred to the Tribunal constituted under section 36AH.
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(5) If, beforc the date notilled under sub-section (4), the
Central Government receives requests, in terms of that sub-
section, from not less than one-fourth in number of the share-
holders holding not less than one-fourth in value of the paid-up
share capital of the acquired bank, or, where thc acquired bank
is a banking company incorporated outside India, from the ac-
quired bank, the Central Government shall have the matter
referred to the Tribunal for decision.

(6) If, before the date notified under sub-section (4), the
Central Government does not receive requests as provided in
that sub-section, the amount of compensation offered under sub-
section (3), and where a rcfercnce has been made to the Tri-
bunal, the amount determined by it, shall be the compensation
payable under sub-section (/) and shall be final and binding
on all parties concerncd,

36AIL. (1) The Central Government may, for the purpose of
this Part, constitute a Tribunal which shall consist of a Chair-
man and two other members.

(2) The Chairman shall be a person who is, or has heen, a
Judge of a High Courl or of the Supreme Court, and, of the two

other members, one shall be a person, who, in the opinion of the.

Central Government, has had expcricnce of commercial banking
and the other shall he a person who is a chartercd accountant
within the meaning of the Chartered Accountants’ Act, 1949.

(3) If, for any reason, a vacancy occurs in the office of the
Chairman or any other mcraber of the Tribunal, the Central
Government may fill the vacancy by appointing another person
thereto in accordance with the provisions of sub-section (2), and
any proceeding may be continued before the Tribunal, so con-
stituted, from the stage at which the vacancy occurred.

(4) The Tribunal may, for the purpose of determining any
compengation payable under this Part, choose one or more per-
sons having special knowledge or experience of any relcvant
matler to assist it in the determination of such compensation.

36AI. (/) The Tribunal shall have the powers of a civil
court, while trying a suit, under the Code of Civil Procedure,
1908, in respect of the following matters, namely: —

(¢) summoning and enforcing the attendance of any
person and examining him on oath;

(b) requiring the discovery and production of docu-
ments;

(c) recciving evidence on affidavits:

38 of 1040

5 of 1908
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(d) issuing commissions for the examination of wit-
nesses or documents.

(2) Notwithstanding anything contained in sub-section (1),
or in any other law for the time being in force, the Tribunal
shall not compel the Central Government or the Reserve Bank,—

(a) to produce any books of account or other documents
which the Central Government, or the Reserve Bank, claims
to be of a confidential nature;

(b) to make any such books or documents part of the
record of the proceedings before the Tribunal; or

(c) to give inspection of any such books or documenis
to any party before it or to any other person.

36AJ. (1) The Tribunal shall have power to regulate its own
procedure, -

(2) The Tribunal may hold the whole or any part of its in-
quiry in camera,.

(3) Any clerical or arithmetical error in any order of the
Tribunal or any error arising therein from any accidental slip
or omission may, at any time, be corrected by the Tribunal
either of its own motion or on the application of any of the
parties.’.

16. Section 39 of the principal Acl shall be re-numbered as sub-
gection (1) thereof and after sub-section (1), as so re-numbered, the
following sub-section shall be, and shall be deemed always o have
been, inserted, namely: —

“(2) Subject to such directions as may be made by the High
Court, the remuneration of the official liquidator appointed under
this section, the cost and expenses of his establishment and the
cost and expenses of the winding up shall be met .out of the
assets of the banking company which is being wound up, and
notwithstanding anything to the contrary contained in any other
law for the time being in force, no fees shall be payable to the
Central Government, out of the assets of the banking company.”.

17. After section 47 of the principal Act, the following section
shall be inserted, namely: -

“47A. (1) Notwithstanding anything contained in section 46,
if a contravention or ‘default of the nalure referred to in sub-
section (3) or sub-section (4) of seclion 46, as the cage may be,
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1mp015e is made by a banking company, then, the Reserve Bank
penalty. may ikpose on such banking company—

(a) where the contravention is of the nature referred lo
in sub-section (3) of section 46, a penalty not exceeding
twice the amount of the deposits in respect of which such
contravention was made;

(b) where the contravention or default is of the nature
referred to in sub-section (4) of section 46, a penally not ex-
ceeding two thousand rupees; and where such contravention
or default is a continuing one, a further penalty which may
extend to one hundred rupees for every day, after the first,
during which the contravention or default continues.

(2) For the purpose of adjudging the penalty under sub-
gection (1), the Reserve Bank shall hold an inquiry in the pres-
cribed manner after giving the banking company a reasonable
opportunity of being heard.

(3) While holding an inquiry under this section, the Reserve
Bank shall have power to summon and enforce the atlendance
of any person to give evidence or to produce any document or
any other thing which, in the opinion of the Reserve Bank, may
be useful for, or relevant to, the subject matter of the inquiry.

(4) No complaint shall be filed against any banking com-
pany in any court of law in respect of any contravention or de-
fault in respeci of which any penalty has been imposed by the
Reserve Bank under this section.

(5) Any penalty imposed by the Reserve Bank under this
section shall be payable within a period of fourteen days from
the date on which notice Issued by the Reserve Bank demanding
payment of the sum is served on the banking company and in
the event of fallure of the banking company to pay the sum
within such period, may be levied on a directlon made by the
principal civil court having jurisdiction in the area where the
registered office of the hanking company is situated; or, in the
case of a banking company incorporated outside India, where
its principal place of business in India is situated:

Provided that no such direction shal] be made except on
an application made to the court by the Rescrve Bank or any
officer authorised by that Bank in thig hehalf.
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{6) The court which makes a direction under sub-section
(5) shall issue a certificate specifying the sum payable by the
banking company and cvery such cerlificate shall be enforceable
in the same manner as if it were a decree made by the court in
a civil guit.

(7) Where any complaint has been filed against any banking
company in any court in respect of the contravention or default
of the naturc referred to in sub-section (3) or, as the case may
be, sub-section (4) of section 46, then, no proceedings for the
imposition of any penalty on the banking company shall he
taken under this section.”,

18. In section 51 of the principal Act,—

(a) in clause (c) of the proviso, after the words and figures
“in section 46”, the words, figures and letter “or in section 47A"
shall be inserted;

(b) the Explanation shall be omitted.

19. In section 52 of the principal Act, in the proviso to sub-gection
(3), after the words *‘this section”, the brackets, words, figures and
Ietters “(including the rules made for the first time on ma'ters speci-
fied in sectiong 10A and 47A)” shall he inserted.

20. After section 55 of the principal Act, the following section
shall be inseried, namely: —

“5%A. 1f any difficulty arises in giving effect to the provi-
sions of this Acl, the Central Government may, by order, as
cccasion requires, do anything (not inconsistent with the provi-
slons of this Act) which appears to it to be necessary for the
purpose of removing the difficulty:

Provided that no such power shall he exercised after the
expiry of a period of three years from the commencement of sec-
tlon 20 of the Banking Laws (Amendment) Act, 1968
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2]1. In Part V, in the provisions of the principal Act, as annlied to
or in relation to co-operative societies,—

(a) in section 5A, as substituted by clause (d) of section 56
of the principal Act,—

(t) In sub-section (1), for the words ‘this Part”, the
words “this Act” shall be substituted;

(1) in sub-section (2), for the words “this Part”, the
words “this Act” shall be substituted;

(b) 1n section 7, as substituted by clause (f) of the said sec-
tion 56, in sub-seclion (2), after clause (b), the following clause
shall be inserted, namely:—

“(c) any co-operative society, not being a primary cre-
dit society, formed by the employees of a banking company
or the State Bank of India or any other banking institution
notified by the Central Government under section 51 or the
employees of a subsidiary of such banking company or the
Stlate Bank of India or, as the case may be, such banking
institution.”,;

(c¢) in clause (g) of the said section 56, for the word and
figures “section 10", the words, figures and letters “sections 10,
10A, 10B, 10C and 10D” shall be substituted;

(d) in section 18 of the principal Act, as substituted by
clause (j) of the said section 56, in the Explanation, for clause
(c), the following clause shall be substituted, namely:—

“(c) in the case of a State or central co-operative bank,
also any deposit of money with it repregsenting the reserve
fund or any part thereof required to be maintained with
it by any other co-operative sociely within its area of opera-
tion, and in the case of a central co-operative bank, also an
advance taken by it from the State co-operative hank of
the Stale concerned;”;

(e) for clause (1) of the said section 56, the following
clause shall be substituted, namely:—

“() for section 20 of the principal Act, the following
section shall be substituted, namely: —

20. (7) No co-operative bank shall—

(a) make any loans or advances on the security
of its own shares; or



Sec. 1] THE GAZETTE OF INDIA EXTRAORDINARY o1

(b) grent unsecured loans or advances—
(i) to any of its directors; or

(it) to firms or private companies in which
any of its directors is intcrested ay partner or
managing agent or guarantor or to individuals
in cases where any of its directors is a guaran-
tor; or

(iii) to any company in which the chairman
of the Board of directors of the co-operative
bank (where the appointment of a chairman
fs for a fixed lerm) is interested as its manag-
ing agent, or where there is no managing ugent,
as ity chairman or managing director:

Provided that nothing in clause (b) shall apply
to the grant of unsecured loans or advanceg--

(a) made by a co-operative bank—

(i) against bills for supplies or serviges
made or rendered to Governmeni{ or bills
of exchange arising out of bona fide com-
mercial or trade transactions, or

(1) in respect whereof trust-receipts
are furnished to the co-operative bank;

(b) made by a primary co-operalive bank
to any of its directors or to any other person
within such limits and on such terms and con-
ditions as may be approved by the Rescrve Bank
in this behalf.

(2) Every co-operative bank shall, before the close
of the month succeeding that to which the return
relates, submit to the Reserve Bank a return in the
prescribed form and manner showing all unsecured loans
and advances granted by il to companies in caseg [other
than those in which the co-operative bank is prohihited
under sub-section (/) 1o make unsecured loans and
advances] in which any of its directors is intercsted
as director or managing agent or guarantor.

(3) If, on examination of any return submitted
under sub-section (2), it appears to the Reserve Bank
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thal any loans or advances referred to in that sub-
section are heing granted to the delriment of the
interests of the depositors of the co-operative bank, the
Reserve Bank may, by order in writing, prohibit the
co-operative bank from granting any such further loans
or advanceg or impose such restriciions on the grant
thereof as it thinks fit, and may by like order direct the
co-operative bank to securc the re-payment of such loan
or advance within such time as may be specified in the
order,”;

(f) in sub-section (2) of section 22, as substituted by clause
(o) of the said scction 56, for the proviso, the tollowing proviso
shall be substituted, namely: —

“Provided thal nothing in clause (b) of sub-section (1)
shall be deemed to prohibit—
(i) a co-operative sociely carrying on busginess as
a co-operalive hank at the commencement of the Bank-
ing Laws (Application to Co-operative Societies) Act, )
1965, or 23 of 1963
(i) a co-operative bank which has come into exlgt-
ence as a result of the division of any other co-operative
society, or the amalgamation of other co-operative
societies carrying on business in either case as a co-
operative hank or banks at such commencement, or
(iil) a primary credit society which hecomes a
primary co-operative bank after such commencement,

from carrying on bhanking business until it is granted a
licence in pursuance of this section or is, by a notice in
writing, notified by the Reserve Bank (hat the licence can-
not be granted to :t.”;

(g) in sub-section (I) of section 23, as substituled by clause
(p) of the sald section 56, in clause (b) of the proviso, for the
words “npening of branches”, the words “opening or changing
the location of branches” shall he substituted:

(h) in sub-section (2A4) of section 24, as substituted by
clause (q) of the said section 56, for clause (D), the following
clause shall be substituted, namely:—

“(b) in computing the amount for the purpose of

clause (a),—

(i) any cash or balances maintained in India by a
eo-operative bank, other than a scheduled Stale co-ope-
rative bank, with itself or in current account with the
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Reserve Bank or the State Bank of India fr with
any other bank which may be notifled in this behalf
by the Central Government and also any balances main-
tained with the State co-operative bank of the State
concerned, and, in the case of a primary co-operative
bank, also any balances maintained with the central
co-operative bank of the district concerned or with the
State co-operative bank of the State concerned in ex-
~ cess of the aggregate of the cash or balances or both
required fo be maintained under section 18; and

(i) any balance maintained by a scheduled State
co-operative bank with the Reserve Bank in excess
of the balance required to be maintained by it under

2or1984 section 42 of the Regerve Bank of India Act, 1934, and
any balances in current account maintained in India by
a scheduled State co-operative bank with the State Bank
of India or with any other bank which may be notified
by the Cenfral Government,

shall be deemed to be cash maintained in India.

Explanation.—For the purposes of this sub-section,—

(a) approved securities, or a portion thereof, repre-
gsenting investment of Agricultural Credit Stabliization
Fund of a co-operative bank shall not be deemed to
be unencumbered approved securities;

(b) balance with the State co-operative bank of the
State concerned or with the central co-operative bank
of the district concerned, or a portion thereof, repre-
senting investment of Agricultural Credit Stabilization
Fund of a co-operative banlk ghall not be deemed to be
cash maintained in India;

(¢) In case a co-operative bank has taken an ad-
vance against any balance maintained with the State
Bank of India or with any other bank which may be
notified in this behalf by the Central Government or
with the State co-operative bank of the State concern-
ed or with the central co-operative bank of the district
concerned, such balance to the extent to which it has
been drawn against or avalled of shall not he deemed
to be cash maintained in india.”;
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r(i) in the proviso to sub-section (I) of section 35, as insert-
ed by clause (w) of the said section 56, the following shall ke
added at the end, namely: —

“and may, if it considers it necessary and expedient so
to do, supply a copy of the said report to the State co-ope-
ratlve bank or the Registrar of co-operative societies of the
8Btate In which the inspected bank is registered”;

() In clause (2b) of the said section 56, after the word,
figures and letler “Part IIA,”, the word, figures and letter, “Part
IIC,” shall be inserted.

Insertion 22, After the Fourth Schedule to the principal Act, the follow-

of new e
Schedule. ing Schedule shall be inserted, namely:

‘THE FIFTH SCHEDULE
(See section 36AQ)
PRINCIPLES OF COMPENSATION

1. The compensation to be given under section 36AG shall be an
amount equal to the value of the assets of the acquired bank as on
the day immediately before the appointed day, computed in accor-
dance with the provisions of Part I of this Schedule less the total
amount of liabilities thereof computed in accordance with the pro-
visions of Part II of this Schedule.

Part I.—Assets
For the purposes of {hls Part “assets” means the total of the
following: —

(a) the amount of cash in hand and with the Reserve Bank
and the State Bank of India (including foreign currency notes
which shall be converted at the market rate of exchange);

(b) the amount of balances with any bank, whether on
deposit or current account, and money at call and short notice,
balances held outside India being converted at the market rate
of exchange:

Provided that any balances which are not realisable in
full shall be deemed to be debts and valued accordingly,

(c) the market value, as on the day immediately before the
sppointed day, of any securities, shares, debentures, bonds and
other investments, held by the bank concerned.

Explanation.—For the purposes of this clause,—

(i) securities of the Central and State Governments

[other than the securities specified in sub-clauses (if) and
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(#i) of this Ewplanation] maturing for redemptidh within
five years from the appointed day shall be valued at the face
value or the market value, whichever 13 higher;

(1) securities of the Central Government, such as Post
Office Certificates and Treasury Savings Deposit Certiflcates
and any other securities or certificates issued or to be issued
under the Small Savings Scheme of the Central Govern-
ment, shall be valued at their face value or the encashable
value of the market value, as on the day immediately before
the appointed day, whichever i3 higher;

(4i1) where the market value of any Government secu-
rity such ag the zamindari abolition bonds or other similar
security in respect of which the prineipal is payable iIn
ingtalments, is not ascertainable or is, for any reason, not
considered as reflecting the falr value thereof or as other-
wise appropriate, the security shall be valued at such an
amount as Is considered reasonable having regard to the
instalments of principal and interest remaining to be pald,
the period during which such instalments are payable, the
vield of any security, issued bv the Government to which the
security pertains and having the same or apptoximately the
same maturity, and other relevant factors;

(iv) where the market value of any security, share,
debenture, bond or other investmen! 1is not considered
reasonable by reason of its having been affected by abnormal
factors, the investment may bhe valued on the basis of its
average market value over anv reagonable period;

(v) where the market value of any security, share,
debenture, bond or other investment is not ascertainable,
only such value, if any, shall be taken into account as is con-
sidered reasonable having regard fo the financial position
of the issuing concern, the dividend pald by it during the
preceding flve years and other relevant factors;

(d) the amount of advances (including Joans, cash credits,
overdrafts. bills purchased and discounted), and other debts,
whether secured or nnsecured, to the extent to which they are
reasonably considered recoverable, having regard to the value
of the security, if any, the operations on the account, the report-
ed worth and respectability of the borrower, the prospects of
realisation and other relevent considerations:

(e) the value of any land or buildings;
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"

(f) the total amount of the premia paid, in respect of all
leasehold properties, reduced in the case of each such premium
by an amount which bears to such premium the same propor-
tion as the expired term of the lease in respect of which such
premium shall have been paid bears to the total term of the
lease;

(g) the written down value as per books, or the reallsable
value, as may be considered reasonable, of all furniture, fixtures
and fittings;

(h) the market or realisable value, as may be appropriate,
of other assets appearing on the books of the bank, no value
being allowed for capitalised expenses, such as share selling
commission, organisational expensesg and brokerage, losses incur-
red and similar other items,

Part II—-Liabilities

For the purposes of this Part “liabilities” means the total amount
of all outside liabilities existing on the appointed day, and all con-
tingent liabilities which the Central Government or the transferee
hank may reasonably be expected to be required to meet out of
its own resources on or after the appointed day and where the
acquired bank is a banking company incorporated outside India, in-
cludes the liabilities of the offices and branches in India of the
acquired bank fo its offices and branches outside India.

2. If the acquired bank is not incorporated in India, the assets or,
8s the case may be, the liabilities of the bank shall be, for the pur-
poses of Part I and Part II, and subject to the other provisions there-
in, the assets and liabilities of the offices of the bank situated in
India.

COMPENSATION PAYABLE TO SHAREHOLDERS

3. Every shareholder of the acquired bank to whom the compensa-
tlon is payable, shall be given such amount as compensation as
bears to the total compensation, calculated in accordance with the
provisions of paragraph 1, the same proportion as the amount of
paid-up capital of the shares held by the shareholder bears to the
total paid-up capital of the acquired bank. |

CERTAIN DIVIDENDS NOT TO BE TAKEN INTO ACCOUNT

4. No separate compensation shall be payable for any profits or
any dividend In respect of any period immediately preceding the
appointed day, for which, in the ordinary course, profits would have
been transferred or dividend declared after the appointed day.’,
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CHAPTER III

AMENDMENTS TO THE RESERVE BANK or INpiaA Act, 1834

23. In the Reserve Bank of India Act, 1934 (hereinafter in this

Chapter referred to as the principal Act), in section 2,—

(a) to clause (cii), the following proviso shall be added,
namely:—

“Provided that this sub-clause shall not apply to the admis-
sion of a co-operative bank as g member by reason of such co-
sperative bank subscribing to the share capital of such co-ope-
rative society out of funds provided by the State Government for
the purpose.”;

(b) to clause (ciit), the following proviso shall be added
namely:—

“Provided that this sub-clause ghall not apply to the admis-
gion of a co-operative bank as a member by reason of such co-
operative bank subscribing to the share capltal of such co-ope-
rative society out of funds provided by the State Government
for the purpose.”;

(c) to clause (civ), the following proviso shall be added,
namely: —

“Provided that this sub-clause shall not apply to the admis-
sion of a co-operative bank as a member by reason of such co-
operative bank subscribing fo the share capital of such co-ope-
rative soclety out of funds provided by the State Government
for the purpose.”,

24. In section 17 of the principal Act—
(1) in the proviso to clause (34)—

(a) for sub-clause (b) of clause (i), the following sub-
clause ghall be substituted, namely:—

“(b) maturing not later than one hundred and
eighty days from the date of the loan or advance, and it
will, so long as any part of such loans and advances
remains unpaid, continue to hold such bills of exchange
of a value not less than the amount of such loang or
advances outstanding for the time being; or”;

Amend-
ment of
gsection 2

Amend-
ment of
pection 17.
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(b) for clause (ii), the following clause shall be substitu-
ted, namely: —

“(iY) it has granted a pre-shipment loan or advance to
an exporter or any other person in India in order to ena-
ble him to export goods from India, the amount of the
loan or advance drawn and outstanding at any time be-
ing not less than the outstanding amount of the loan or
advance obtained by the borrowing bank from the
Bank.”;

(2) for clause (114), substitute—
“(114) the acting as agent for the Central Govern-
ment,—

(a) in guaranteeing the due performance by any
small-scale industrial concern, approved by the Central
Government, of its obligations to any bank or other
financial ingtitution in respect of loans and advances
made, or other credit facilities provided, to it by such
bank or other flnancial ingtitution and the making as
such agent of payments in connection with such
guarantee, and

(b) in administering any scheme for subsidising
the rate of interest or other charges in relation to any
loans or advances made, or other credit facilities provid-
ed, by banks or other finanecial institutions for the pur-
pose of financing or facilitating any export from India
and the making as such agent of payments on behalf of
the Central Government;”;

(3) in clause (12), for the words “gold coin and bullion”,
the words “gold or silver coing and gold and silver hullion”
shall be substituted;

(4) after clause (154), the following clause shall be inser-
ted, namely:—

“(15B) the providing of facilities for training in bank-
ing and for the promotion of research, where, in the opi-
nion of the Bank, such provision may facilitate the exer-
cise by the Bank of its powers and functions, or the dis-
charge of its dutieg.”.

Amenad- 25. For sectlon 24 of the principal Act, the following section ghall
ment .
be substituted, namely: —

of sec-
tion 24.
Denomi- “24. (1) Subject to the provisions of sub-section (2), bank
natlons notes shall be of the denominational values of two rupees, five

of notes. rupees, ten rupees, twenty rupees, fifty rupees, one hundred
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rupees, five hundred rupees one thousand rupees five t]:&usand

rupees and ten thousand rupees or of such other denominational

values, not exceeding ten thousand rupees, as the Central Gov-
ernment may, on the recommendation of the Central Board,
specify in thig behalf.

(2) The Central Government may, on the recornmendation
of the Central Board, direct the non-issue or the discontinuance
of issue of bank notes of such denominational values as it may
specify in thig behalf.”.

26. In section 33 of the principal Act, in sub-section (4), for the
figures and word “2.88 grains”, the figures and word “0:118489
grammes”, and for the words “at the market rate”, the words “at
rates not exceeding the market rates” shall be substituted,

27. In section 451 of the principal Act, to clause (c), the follow-
ing Explanation shall be added, namely:—

“Explanation.—For the removal of doubts, it ig hereby dec-
lared that a company registered under section 3 of the Insurance
Act, 1938, for any class of insurance huginess and a company,
not being a banking company, a corporation or a firm, carrying
on, as its principal business, the management, conduct or super-
vision, as the foreman or agent, of any transaction or arrange.
ment by which it enters into an agreement with a number of
subscribers that every one of them shall subscribe a certain sum
by instalments for a definite period and that each subscriber in
his turn, as determined by lot or by auction or by tender or
in such other manner as provided for in the agreement, shall be
entitled to a prize amount shall be deemed to be, a financial
institution as defined in this clause,”.

28. After section 54A of the principal Act, the following section
shall be ingerted, namely: —

‘64AA. (1) The Bank may, notwithstanding anything con-
tained in any law for the time being in force or in any contract,
depute any member of its staff for such period as it may think
fit to any institution which is either wholly or substantially
owned by the Bank, and thereupon the person so deputed shall,
during the period of his deputation, render such service to the
institution as that institution may require.

(2) Where a person has been deputed to an institution under
sub-section (1), he shall not be entitled to claim any salary,
emoluments and other terms and conditions of service which he
would not have been entitled to claim if he had not been so

deputed.

Amend-
ment of
section 33.

Amend-
ment of
gection
451,

Inser-.

tion of
new Bec-

tion 54A A,

Power of
Bank to
depute its
employees
to other
institu-
tions,
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(3) Nothing contained in this section shall empower the
Bank to depute any member of its staff to any institution on any
salary, emoluments or other terms and conditions which is or
are less favourable to him than that or those to which he is en-
titled immediately before such deputation.

(4) For the purposes of thig section, an institution shall be
deemed to be substantially owned by the Bank if in the capital
of the institution the Bank has not less than forty per cent. share,

Explanation.—The word “capital” means, in relation to the
Unit Trust, the initial capital of that Trust.’.

CHAPTER IV

AMPNDMENTS TO THE STATE BaNk oF Inpra Act, 1955

Amend- 29. In the State Bank of India Act, 1955 (hereinafter in this Chap-

mentof  ter referred to as the principal Act), in section 33—

section
38, (a) in sub-clause (f) of clause (i), for the words “goods

which are hypothecated”, the words “goods or other assets which
are hypothecated or assigned” shall be substituted;

(b) in clause (xwiii), for the words “six months”, the words
“twelve months” shall be substituted;
(c¢) in clause (xlxd),—

(1) for the words “the advancing or lending of meney
to”, the words “the advancing or lending of money to, or
discounting or purchase of any negotiable instrument on
behalf of,” shall be substituted;

(it) for the words “in excess of six months but not ex-
ceeding ten years”, the words “in excess of twelve months
but not exceeding fifteen years” shall be substituted;

(d) in clause (xixzc), for the words “six months”, the words
“twelve months” shall be substituted.

Amend- 30. In section 34 of the principal Act,—

ection 94 (@) in clause (a) of sub-section (1), for the words “six
| months”, the words “twelve months” shall be substituted;

(b) in sub-section (3),—

23 of 1958.
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[ 4
(I) for sub-clause (ii) oi clause (b) (excluding the
proviso), the following sub-clause shall be substituted,
namely: —
“(i1) save as otherwise provided in this Act,

twelve months from the date aforesaid if the instru-
ment or security is drawn or issued for any other pur-

pose.”,

(2) in the proviso, for ihe words “six months,”, the
words “twelve months,” shall he substituted.

V. N, BHATIA,
Secy. to the Govt. of India.
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