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LOK SABHA

The following Bills were introduced in Lok Sabha on the 2l1st
December, 14978:
BiL No. 183 or 1978

A Bill further to amend the Banker's Books Evidence Act, 1891, the
Reserve Bank of India Act, 1934, the Banking Regulation Act, 1949,
the State Bank of Indwa Aect, 1955, the State Bank of India (Subsidiary
Banks) Act, 1959, the Deposit Insurance and Credit Guarantee Cor-
poration Act, 1961, the Banking Companies (Acquisition and Transfer
of Undertakings) Act, 1970 and the Regional Rural Banks Act, 1976

Bk it enacted by Parliament in the Twenty-ninth Year of the Republic
of India as follows:—

CHAPTER 1
PRELIMINARY
1. This Act may be called the Banking Laws (Amendment) Act, 1978.
CHAPTER 11
AMENDMENTS TO THE BANKERS' Books Evipence Acrt, 1861
2. In the Bankers’ Books Bvidenee Act, 1891, —
{a) in section 2,—

(?) for clause (4), the following clause shall be substituted,
namely: —

“(4) “legal procceding” means—

(i) any proceeding or inquiry in which evidenee is
or may be given;
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(i1) an arbitration; and

(iii) any investigation or inquiry under the Code of
Criminal Procedure, 1973, or under any other law for the
time being in force for the collection of evidence, con-
ducted by a police officer or by any other person (not
being a magistrate) authorised in this behalf by a magis-
trate or by any law for the time being in force;’,

(i) in clause (8), the following shall be inserted at the end,
namely: —

“and where the copy was obtained by a mechanical or
other procegs which in itself ensured the accuracy of the copy,
a further certificaté to that effect but where the book from
which guch copy was prepared has been destroyed in the
usual courge of the bank’s business after the date on which

the copy had been so prepared, a further certificate to that
effect”;

(b) after section 7, the following section ghall be ingerfed,
namely: —

‘8. In the application of sections 5, 6 and 7 to investigation or
inquiry referred to in sub-clause (iii) of clause (4) of section 2,
the order of a Court or a Judge referred to in the said sections
shall be construed as referring to an order made by an officer of
a rank not lower than a Superintendent of Police as may be speci-
fled in this behalf by the appropriate Government,

Explanation.—In this section, “appropriate Government”
means the Government by which the police officer or any other
person conducting the investigation or inquiry is employed.’,

CHAPTER III
AMENDMENTS TO THE RESERVE BANK oF INDIA AcT, 1934

3. In section 45 of the Reserve Bank of India Act, 1934 (hereafter in
this Chapter referred to as “the Reserve Bank Act”), after sub-section 2)

and before the Explanation, the following sub-section shall be inserted,
namely: —

“(3) If the Bank appoints the State Bank or any other Bank as
Its agent, any payment required to be made into the Bank or any bills,
hundis or other securities required to be delivered into the Bank,
under any law or rule, regulation or other instrument having the
force of law, may be delivered to or paid into the agency bank.”,

4. In section 451 of the Reserve Bank Act—

(1) for clause (bb), the following clause shall be substituted,
namely:—

(bb) “deposit” includes and shall be deemed always to have

included any receipt of money by way of deposit or loan or in any
other form, but does not include —

(1) amounts raised by way of share capital;

(i) amountg contributed ag capital by pmrtners of a firmg

2 of 1974,
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(i) amounts received from a scheduled bank or a co-
operative bank or any other banking company as deflned in
section 5 of the Banking Regulation Act, 1949;

(iv) any amount received from,—
(a) the Development Bank;

(b) a State Financial Corporation establisheq under
the State Financial Corporations Act, 1951;

(c) any financial institution specified in or under
section 6A of the Industrial Development Bank of India
Act, 1964; or

(d) any other financial institution that may be speci-
fied by the Bank in this behalf;

(v) amounts received, in the ordinary course of business,
by way of security deposit or dealership deposit;

(vi) any amount received from an individual or a firm
or an association of individualg not being a body corporate,
registered under any enactment relating to money lending
which is, for the time being in force in any State; and

(vii) any amount received by way of subscriptions in
raspect of a conventional chit,

Explanation.—“conventional chit’ means a transaction,
whether called a chit, chit fund, kuri or by any other name,
by or under which a foreman enters into an agreement with a
specified number of subscribers that everyone of them shall
subscribe a certain sum of money in periodical instalments
over a definite period and every one of such subscribers shall,
in turn, as determined by lot or by auction or by tender or
in such other manner as may be provided for in the chit
agreement, be entitled to the prize amount, that is to say, the
amount arrived at by deduction from out of the total amount
subscribed at each ingtalment by all subscribers, the amount
which the gubscriber has agreed to forego, and which is set
apart under the chit agreement for payment of commission
charged by the foreman or for rateable distribution among
the subscribers in terms of the chit agreement or for both;’;

(it) in clause (d), the words “, of which the capital subscribed
by its partners exceeds cne lakh of rupees” shall be omitted;

(i11) in clause (e), for the words “co-operative soclety or flrm”,
the words “or co-operative society” shall be substituted.

5. After Chapter ITIB of the Reserve Bank Act, the following Chapter
shall be inserted, namely: ——

“CHAPTER IIIC

PROHIBITION OF ACCEPTANCE OF DEPOSITS BY UNINCORPORATED BODIES

45R, The words and expressions used in this Chapter and defined
in Chapter IITB shall have the meanings respectively assigned to them

therein,
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45S. (1) No person, being an individual or a firm or an unincor-
porated association of individuals, shall, at any time, have deposits
from more than the number of depositors specifled against each, in the
table below:—

TABLE
(i) Individual —Not more than ten deposi-
tors,
(i) Firm —Not more than ten deposi-

tors per partner and not
more than forty depositors
in all,

(ii1) Association of individuals —Not more than ten deposi-
tors per individual and
not more than forty deposi-
tors in all,

(2) Where at the commencement of the Banking Laws (Amend-
ment) Act, 1978 the deposits held by any such person are not in
accordance with sub-section (1), he shall repay such of the deposits
as shall fall due for repayment immediately after the commencement
of that Act so ag to bring the number of depositors within the relative
limit specified in that sub-gsection.

Explanation—Where a deposit has been made by two or more
persong, it shall, for the purposes of thig section, be Jeemed to have
been made by as many depositors as there are number of persons
making such deposit,

45T. (1) Any court having jurisdiction to issue a search-warrant
under the Code of Criminal Procedure, 1973 may, on ap application
by an officer of the Bank or of the State Government authorised in
this behalf stating his belief that certain documents relating to accept-
ance of deposits In contravention of the provisions of gection 458 are
secreted in any place within the local limits of the jurisdiction of such
court, issue a warrant to search for such documents.

(2) Such warrant shall be executed in the same way and shall
have the same effect as a search-warrant issued under the Code of
Criminal Procedure, 1973.”, '

6. In section 46B of the Reserve Bank Act—
(i) in sub-section (2)—
(a) for the word “five”, the word “seven” shall be substi-
tuted;
(b) the provisos shall be omitted;
‘(i) after sub-section (2), the following sub-sections shall be
inserted, namely;—

“(3) Loans and advances mav bhe made under sub-section
(2) only for the purpose of enabling a State Co-operative
Bank or a Regional Rural Bank,—

2 of 1974,
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(a) to pay any dues in respect of bills of exchange
and promissory notes purchased or rediscounted by the
Bank under clause (2) of section 17 or loans and advances
made to it by the Bank under clauses (3B) and (4) of
section 17, for agricultural operations; or

(b) to make to central co-operative banks or primary
agricultural credit societies loans or advances repayable on
the expiry of fixed periods not being less than fifteen months
and not exceeding seven years from the date of making
such loan or advance, by way of reimbursement of loans
and advances made by such co-operative bankg or societies
for agricultural operations or reimbursement of loans or
advances granted for agricultural operations which have
been converted into loans or advances repayable on expiry of
fixed periods not peing Iess than fifteen months and not ex-
ceeding seven years from the date of conversion,

(4) Loans and advances may not be made under sub-section
(2) unless the Bank forms an opinion, that owing to drought,
famine or other natural calamities or owing to military opera-
tions or enemy actions—-
(a) the State co-operative bank or the Regional Rural
Bank is unable to pay the said dues in time; or

(b) making of the said loans or advances to central co-
operative banks or primary agricultural credit societies is

rendered necessary.

(5) No loan or advance shall be made under sub-gection
(2) unless such loan or advance is fully guaranteed as to the
repayment of the principal and payment of interest—

(a) in the case of loans and advances to State co-
operative banks, by the State Government; and

(b) in the case of loans and advances to Regional

Rural Banks by the Sponsor Bank.”.

7. In section 58B of the Reserve Bank Act, after sub-section (9), the
following sub-section shall be inserted, namely:—

“(5A) If any person contravenes any provision of section 455, he
shall be punishable with imprisonment for a term which may extend
to two years, or with fine which may extend to twice the amo_unt of
deposit received by such person in contravention of that section or
rupees two thousand, whichever is more, or with both.”.

8. In section 58E of the Reserve Bank Act, to sub-section (1), the fol-

lowing proviso shall be added, namely:—

“Provided that in respect of any offence punishable under sub-
sectlon (54) of section 58B, a complaint in writing may alxlso be filed
by en officer of the State Government, generally or specially autho-
rised in writing in this behalf by the State Government.”.
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CHAPTER IV

AMENDMENTS TO THE BANKING REGULATION ACT, 1949

Amend- 9. In the Banking Regulation Act, 1948 (hereafter in this Chapter
ng 01; referred to as “the Banking Regulation Act”), in section 5,—
ection 5.

(i) for clause (a), the following clauses shall be substituted,
namely:—

‘(a) ‘“‘approved securities” means,—

(i) securities in which a trustee may invest money under
clause (a), clause (D), clause (bbd), clause (c¢) or clause (d)
of section 20 of the Indian Trusts Act, 1882;

(i1) such of the securities authorised by the Central Gov-
ernment under clause (f) of section 20 of the Indian Trusts
Act, 1882, as may be prescribed;

(aa) “Agricultural Refinance and Development Corporation”
means the Agricultural Refinance and Development Corporation
congtituted under section 3 of the Agricultural Refinance and
Development Corporation Act, 1963;;

(it) -after clause (d), the following clause shall be inserted,
namely: —

‘(dd) “corresponding new hank” means a corresponding new
bank constituted under section 3 of the Banking Companieg (Ac-
quisition and Transfer of Undertakings) Act, 1870;;

(ii1) clause (gg) shall be re-lettered as clause (gb), and before
clause (gb) as so re-lettered, the following clause shall be inserted,
namely: —

“(ga) “Industrial Development Bank of India” means the In-
dustrial Development _Bank of India constifuted under section 3
of the Industrial Development Bank of India Act, 1964;";

(i) after clause (j), the following clause shall be inserted,
namely: —

_ ‘(k) “Regional Rural Bank” means a Regional Rural Bank
established under section 3 of the Regional Rural Banks Act,
1976;;

(v) for clause (L),- the following clause shall he substituted,
namely: —

‘(1) “Reserve Bank” means the Reserve Bank of India consti-
tuted under section 3 of the Reserve Bank of India Act, 1934;;

(vi) clause (nb) and clause (nc) shall be re-lettered ags clause
(nc) and clause (nd) respectively, and before clause (nc) as so-
re-lettered, the following clauge shall be inserted, namely:—

‘(nb) “Stale Bank of India” means the State Bank of India
constituted under section 3 of the State Bank of India Act, 1955;.
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10. In the Banking Regulation Acl, [or Lhe words, figures and brackets
“corresponding new bank constituted under section 3 of the Banking
Companies (Acquisition and Transfer of Undertakings) Act, 19707,
wherever they occur, except in cection 51, the words “corresponding new
bank” shall he substituted,

11. In the Banking Regulation Act, for the words ‘Agricultural
Refinance Corporation”, wherever they occur, the words “Agricultural
Reflnance and Development Corporation” shall be substituted.

12. In section 7 of the Banking Regulation Act, in sub-section (1), after
the words “shall use as part of its name”, the words “or in connection
with its business” shall be inserted.

13, In section 8 of the Banking Regulation Act, for the proviso, the fol-
lowing proviso shall be substituted, namely: —

“Provided that this section shall not apply to any such business

as is specified in pursuance of clause (0) of sub-section (1) of sectlon
6.”.

14. In section 10B of the Banking Regulation Act, in sub-section (1),—

(i) for the words “shall have a chairman of its Board of Direc-
tors”, the words “shall have one of its directors as chairman of its
Board of Directors” shall be substituted;

(i1) for the second proviso, the following proviso shall be substi-
tuted, namely: -

“Provided further that nothing in this sub-section shall apply
to a banking company until the expiry of a period of three months
from the date on which the aggregate of the outstanding deposits
of such banking company becomes, at any time after the com-
mencement of the Act aforesaid, ten crores of rupees or more, and
where the provisions of this sub-section have become applicable
to a banking company, such provisions shall continue to apply to
such banking company, notwithstanding that the aggregate of
the outstanding deposits of such banking company has, at any
time {hereafter, fallen below ten crores of rupees.”;

(i11) in sub-section (5), 'the words “but shall continue in office
until his successor assumes office” shall be omitted;
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(iv) after sub-section (5), the following sub-section shall be in-
serted, namely:—

“(5A) A chairman whose term of office has come to an end,
either by reason of his resignation or by reason of expiry of the
period of his office, shall, subject to the approval of the Reserve
Bank, continue in office until his successor assumes office.”.

15. After section 10B of the Banking Regulation Act, the following
section shall be inserted, namely: —

“10BB. (1) Where the office of the chairman of a banking company
is vacant, the Reserve Bank may, if it is of opinion that the continua-
tion of such vacancy ig likely to adversely affect the interests of the
banking company, appoint a person, eligible under sub-section (4) of
section 10B to be so appointed, 'to be the chairman of the banking
company and where the person so appointed is not a director of such
banking company, he shall, so long as he holds such appointment, be
deemed to be a director of the banking company.

(2) The chairman so appointed by the Reserve Bank ghall be in
‘the whole-time employment of the banking company and shall hold
office for such period not exceeding three years, as the Reserve Bank
may specify, but shall, subject to the other provisions of this Act, be
eligible for reappointment,

(3) The chairman so appointed by the Reserve Bank ghall draw
from 'the banking company such pay and allowances as the Reserve
Bank may determine and shall be removed from office only by the
Reserve Bank.

(4) Save as otherwise provided in this section, the provisions of
section 10B shall, as far as may be, apply to the chairman appointed
by the Reserve Bank under sub-section (1) as they apply to a chair-
man appointed by the banking company.”,

16. For section 10C of the Banking Regulation Act, the following sec-
tion shall be substituted, namely: —

“10C. A chairman of a banking company (by whomsoever ap-
pointed) and a director of a banking company (appointed by the
Reserve Bank under gection 10A) shall not be required to hold qualj-
fication shares in the banking company.”,

17, For section 18 of the Banking Regulation Act, the following section
shall be substituted, namely:—

‘.ld.. EYery banking company, not being a scheduled bank, shall
maintain in India by way of cash reserve with itself or by way of
balgnee in a current account with the Reserve Bank, or by way of net
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balance in carrent accounts or in one or more of the said three ways,
a sum equivalent to at least three per cent, of the total of its demand
and time liabilitles in India and shall submit to the Reserve Banlk
before the fifteenth day of every month a return showing the amount
so held on Friday of each week of the preceding month with parti-
culars of its demand and time liabilities in India on each such Friday,
or if any such Friday is a public holiday under the Negotiable Instru-
ments Act, 1881, at the close of business on the preceding working day.

Explanavion—In this section, and in section 24,—

(@) “liabilities in India” shall not include—

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

(i1) any advance taken from the Reserve Bank or from
the Industrial Development Bank of India or from the Agri-
cultural Refinance and Development Corporation;

(b) the aggregate of liahilities of a banking company to the
State Bank of India, a subsidiary bank, & corresponding new
bank or a Regional Rural Bank or another banking company or
a co-operative bank or any other financial institution notifled by
the Central Government in this behalf, shall be reduced by the
aggregate of the liabilities of all such bankg and institutions to
the banking company;

(c) “net balance in current accounts” shall, in relation to a
banking company, mean the excess, if any, of the aggregate of the
credit halances in current account maintained by that banking
company with the State Bank of India or a subsidiary bank or a
corresponding new bank over the aggregate of the credit balances
in current account held by the said hanks with such banking
company.’.

18. In section 19 of the Banking Regulation Act, for sub-section (1),
the following sub-section shall be substituted, namely:—

“(1) A banking company ghall not form any subsidiary company
except a subsidiary company formed for one or more of the following
purposes, namely:.—

(a) the undertaking of any business which, under sub-sec-
tion. (1) of section 6, it is permissible for a banking company to
undertake, or

(b) with the previous permission in writing of the Reserve
Bank, the carrying on of the business of banking exclusively out-
gide India, or

(c) for undertaking such other business, which the Reserve
Bank may, with the prior approval of the Central Government,
consider te be conducive to the gpread of banking in India or to
be atherwise useful or necessary in the puhlic interest,

. Amend-
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Explanation.—For the purposes of section 8, a banking company
shall not be deemed, by reason of its forming or having a subsidiary
company, to be engaged indirectly in the business carried on by
such subsidiary company.”,

19. In section 20 of the Banking Regulation Act, in sub-gection (1), in
clause (b), for sub-clause (iii), the following sub-clause shall be sub-
stituted, namely:—

“(iit) any company (nhot being a subsidiary of the banking com-
pany or a company registered under section 25 of the Companies
Act, 1956 or a Government company) of which or the subsidiary or
the holding company of which any of the directors of the banking
company is a director, managing agent, manager, employee or gua-
rantor or in which he holds substantial interest, or”,

20. In section 22 of the Banking Regulation Act, in sub-sectlon (3),—

(i) after clause (b), the following clauses shall be inserted,
namely: —

“(b1) that the general character of the proposed manage-
ment of the company will not be prejudicial to the public inte-
rest or the interests of its depositors;

(b2) that the company has adequate capital structure and
earning prospects; :

(b3) that the public interest will be served by the grant of
a licence to the company to carry on hanking business in India;”;

(i) after clause (c), the following clause shall be inserted,
namely:—

“(d) any other condition, the fulfilment of which would, in
the opinion of the Reserve Bank, be necessary to ensure that
the carrying on of banking business in India by the company will
not be prejudicial to the public interest or the interests of the
depositors.”.

21. In the Banking Regulation Act,—

(1) in section 24—
(a) in sub-section (1), for the words “time and demand liabili-
ties”, the words “demand and time liabilities” shall be substituted;

(b) in sub-gection (ZA),—

(i) in clause (a), after the figures and words “25 per cent”,
the words and figures “, or such other percentage not exceeding
40 per cent. as the Reserve Bank may, by notiflcation in the
Official Gazette, specify,” shall be inserted;

(i1) for clause (b), the following clause shall be substituted,
namely: —

“(b) in computing the amount for the purposes of clause

(@) —

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

1 of 1956.
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(i) any cash or balances maintained in India by a
banking company other than a scheduled bank with
itself or with the Reserve Bank or by way of net balance
in current account in excess of the aggregate of the
cash or balance or net balance required to be maintained
under section 18;

(iit) any balances maintained by a scheduled bank
with the Reserve Bank in excess of the balance required
to be maintained by it under section 42 of the Reserve

Bank of India Act, 1934;
2 of 1934. . )
(iv) the net balance in current accounts maintained

in India by a scheduled bank;

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

shall be deemed to be cash maintained in India;”;

(¢) in sub-section (2B), the words and flgures “established
21 of 1976. under section 3 of the Regional Rural Banks Act, 1876” shall be
omitted;

(d) in sub-section (3),—

(i) for the words “time and demand liabilities”, the words
“demand and time liabilities” shall be substituted; and

(it) the words and figures “under the Negotiable Instru-
26 of 1881. ments Act, 1881,” ghall be omitted;

(e) after sub-section (3), the following sub-sections shall be
inserted, namely:—

‘(4) (o) If on any Friday during a month or, if such Friday
is a public holiday, on the preceding working day, the amount
maintained by a banking company at the close of business on
that day falls below the minimum prescribed by or under clause
(@) of sub-section (24), such banking company shall be liable
to pay to the Reserve Bank in respect of that day's default,
penal interest for that day at the rate of three per cent. per
annum above the bank rate on the amount by which the amount
actually maintained falls short of the prescribed minimum on
that day,

(b) If the default occurs again on the next succeeding Fri-
day or, if such Friday is a public holiday, on the preceding
working day, and continues on succeeding Fridays or preceding
working days, as the case may be, the rate of penal interest
shall be increased to a rate of five per cent. above the bank rate
on each such shortfall in respect of that Friday and each
succeeding Friday or preceding working day, if such Friday is
a public holiday, on which the default continues.

(5) (@) Without prejudice to the provisions of sub-section
(3), the Reserve Bank may require a banking company to fur-
nish to it a return in the form and manner specified by it
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showing particulars of its assets maintaned in accordance with
this section and its demand and time liabilities in India, as at the
close of business on each day during a month.

(b) Without prejudice to the provisions of sub-section (4),
oa the failure of a banking company to maintain as on any day,
thie amount so required to be maintained by or under sub-section
(24) the Reserve Bank may, in respeci of such default, require
the banking company to pay penal interest for that day as pro-
vided in clause (a) of sub-gection (4) and if the default conti-
nues on the next succeeding working day, the penal interest
may be increased as provided in clause (b) of sub-section (4)
for the concerned days.

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

(0) When the court makes a direction under clause (a),
it shall issue a certificate specifying the sum payable by the
banking company and every such certificate shall be enforceahle
in the same manner as if it were a decree made by the court
in a suit, :

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

(8) Notwithstanding anything contained in this section, if
the Reserve Bank is satisfied, on an application in writing by the
defsulting banking company, that the banking company had
sufficient cause for its failure to comply with the provisions of
sub-section (24), the Reserve Bank may not demand the pay-
ment ofi the penal interest,

Explanation.—In this section, the expression “public holiday”
means a day which is a public holiday under the Negotiable
Instruments Act, 1881.°;

(2) in sub-section (3) of section 34A and in sub-section (3) of

section 36AD, the words and figures “established under section 3 of

the Regional Rural Banks Act, 1976” shall be omitted,

26 of 1881,

21 of 1976,
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22, In section 29 of the Banking Regulation Act, after sub-section
(3), the following sub-gection shall be ingerted, namely:—

“(34) Notwithstanding anything to the contrary contained in
1 of 1966. sub-section (3) of section 210 of the Companies Act, 1956, the
period to which the profit and loss account relates shall, in the case
of a banking company, be the period ending with the last working
day of the year immediately preceding the year in which the
annual general meeting is held.”,

23. In section 35B of the Banking Regulation Act—

(i) in sub-section (1), in clause (a), after the words “any
provision relating to”, the words “the maximum permissible num-
ber of directors or” shall be inserted;

(ii) in sub-gection (2), for the words and flgures “provisions
of sections 310", the words and figures ‘provisions of sections 269,
310" shall bhe substituted;

(iit) after sub-gection (2), the following sub-section shall be
inserted, namely:—

“(2A) Nothing contained in section 198 of the Companies
Act, 1956 shall apply to a banking company and the provisions
of sub-section (1) of section 309 and of section 387 of that Act
shall, in so far as they are applicable to a banking company,
have effect as if no reference to section 198 aforesaid had been
made in the said provisions.”,
24. In section 36AB of the Banking Regulation Act, in sub-section (1),
the proviso shall be omitted.

1 of 1856,

25 In section 42 of the Bankiﬁg Regulation Act,—

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

(it) the words “or with the appointment of a committee of
inspection” shall be omitted.
26. In section 45 of the Banking Regulation Act—

(a) in sub-section (5), in clause (i),—

(1) in the first proviso, for the words “as are applicable”, in
the two places where they occur, the words “as are, at the time
of such payment or grant, applicable” ghall be substituted;

(i1) after the second proviso, the following proviso shall be
inserted, namely:—

“Provided also that any such doubt or difference shall be
referred to the Reserve Bank hefore the expiry of a period
of three years from the date of the payment or grant referred
to in the first proviso;”;
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(b) in sub-section (8), the following shall be inserted at the end,
namely:—

“including the trustees or other persons managing, or con-
nected in any other manmner with, any provident fund or other
fund maintained by any such company or the transferee bank”;

(c) in sub-section (9), for the words “On and from such date
as may be specified by the Central Government in this behalf”, the
words “On and from the date of the coming into operation of the
scheme” ghall be substituted;

(d) in sub-section (15), for the words and figures “any other
banking institution notified by the Central Government under sec-
tion 51”7, the words “a subsidiary bank or a corresponding new
bank” shall be substituted;

(e) after sub-section (15), the following Explanation shall be
inserted, namely: —

“Explenation.—References in this section to the terms and
conditions of service of an employee shall not be construed as
extending to the rank and status of such employees.”,

27. In section 45A of the Banking Regulation Act, for the flgures
#1898”, the figureg “1973” shall be substituted.

28. In section 45J of the Banking Regulation Act, for the flgures
“1898,”, wherever they occur, the figures “1973,” shall be substituted.

29, In section 455 of the Banking Regulation Act, for the words
“Chief Presidency Magistrate or the District Magistrate”, wherever
they occur, the words “Chief Metropolitan Magistrate or the Chief Judicial
Magistrate” shall be substituted.

30. After section 45X of the Banking Regulation Act, the following
Part shall be ingerted, namely:—

“PART IIIB

PROVISIONS RELATING TO CERTAIN OPERATIONS OF BANKING COMPANIES

45Y. The Central Government may, after consultation with the
Reserve Bank and by notification in the Official Gazette. make rules
specifying the periods for which—

(a) a banking company shall preserve its books, accounts
and other documents; and

(b) a banking company shall preserve and keep with itself
different instruments paid by it



SEc.

2] THE GAZETTE OF INDIA EXTRAORDINARY 1469

45Z. (1) Where a banking company is required by its
customer to return to him a paid instrument before the expiry of
the period specified by rules made under section 45Y, the banking
company shall not return the instrument except after making and
keeping in its possession true copies of all relevant parts of such
instrument, such copies being made by mechanical processes which
in themselves ensure the accuracy of the copy.

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

Explanation—In this section, “customer” includes a Govern-
ment department and a corporation incorporated by or under any
law.

45ZA. (1) Where a deposit is held by a banking company to the
credit of one or more persons, the depositor or, as the case may be,
all the depositors together, may nominate, in the prescribed manner,
one person to whom in the event of the death of the sole depositor
or the death of all the depositors, the amount of deposit may be
returned by the banking company.

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

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

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

Provided that nothing contained in this sub-section shall affect
the right or claim which any person may have against the person
to whom any payment is made under this section.

45ZB. No notice of the claim of any person, other than the per-
son or persons in whose name a deposit is held by a banking
company, shall be receivable by the banking company, nor shall
the banking company be bound by any such notice even though
expressly given to it:

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

45ZC. (1) Where any person leaves any article in safe custody
with a banking company, such person may nominate. in the prae-
cribed manner, one person to whom, in the event of the death of
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the person leaving the article in safe custody, such article may be
returned by the banking company.

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

(3) The banking company shall, before returning any articles.
under this section to the nominee or the person appointed under sub-
‘section (2), prepare, in such manner as may be directed by the
Reserve Bank from time to time, an inventory of the pald articles
which shall be signed by such nominee or person and shall deliver
a copy of the inventory so prepared to such nominee or person.

(4) Notwithstanding anything contained in any other law for
the time being in force or in any disposition, whether testamentary-
or otherwise, in respect of such article, where a nomination made
in the prescribed manner purports to confer on any person the
right to receive the article from the banking company, the nomi-«
nee shall, on the death of the person leaving the article in safe
custody, become entitled to the return of the article to the exclu-
sion of all other persons, unless the nomination is varied or cancelled
in the prescribed manner:

Provided that nothing contained in this section shall affect the
right or claim which any person may have against the person to
whom the article is returned in pursuance of this sub-section.

456ZD. No notice of the claim of any person other than the per-
son or persons in whose name any article is held by a banking
company in safe custody, shall be receivable by the banking com-
pany, nor shall the banking company be bound by any such notice
even though expressly given to it: _

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

45ZE, (1) Where an individual is the sole hirer of a locker from a
banking company, whether such locker is located in the safe deposit
vault of such banking company or elsewhere, such individual may
nominate one person to whom, in the event of the death of such
individual, the banking company may give access to the locker and
liberty to remove the contents of the locker.

(2) Where any such locker is hired from a banking company
by two or more individuals jointly, and, under the contract of hire,
the locker is to be operated under the joint signatures of two or
more of such hirers, such hirers may nominate one or more per-
sons to whom, in the event of the death of such joint hirer or
hirers, the banking company may give, jointly with the surviving
joint hirer or joint hirers, as the case may be, access to the locker and
liberty to remove the contents of such locker.

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

(4) The banking company shall, before permitting the removal
of the contents of any locker by any nominee or jointly by any
nominee and survivors as aforesaid, prepare, in such manner as may
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be directed by the Reserve Bank from time to time, an inventory

of the contents of the locker which shall be signed by such nominee
or jointly by such nominee and survivors and shall deliver a copy
of the inventory so prepared to such nominee or nominee and
survivors.

(5) On the removal of the contents of any locker by any nomi-
nee or jointly by any nominee and survivors as aforesaid, the lia-
bility of the banking company in relation to the contents of the
locker shall stand discharged.

(6) No suit, prosecution or other legal proceeding shall lie
against a banking company for any damage caused, or likely to be
caused, for allowing access to any locker, and liberty to remove the
contents of such locker, in pursuance of the provisions of sub-section
(1), or sub-section (2), as the case may be.

45ZF. No notice of the claim of any person other than hirer or
hirers of a locker shall be receivable by a banking company nor
shall the banking company be bound by any such notice even
though expressly given to it:

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

31, In section 46 of the Banking Regulation Act, for sub-section (4),
the following sub-section shall be substituted, namely:—

“(4) If any other provision of this Act ig contravened or if any

default is made in— .

(i) complying with any requirement of this Act or of any
order, rule or direction made or condition imposed thereunder,
or

(i) complying with any term, or any other provision con-
tained in any such order, rule or direction, or

(it]) carrying out the terms of, or the obligations under,
a scheme sanctioned under sub-section (7) of section 45,

any person guilty of such contravention or default shall be punish-
able with fine which may extend to two thousand rupees, and where
a contravention or default is a continuing one, with a further fine
which may extend to one hundred rupees for every day after the
first, during which the contravention or default continues.”,

32. In section 47 of the Banking Regulation Act, for the words “no
court inferior to that of a Presidency Magistrate or a Magistrate of the
first class”, the words “no court other than that of a Metropolitan
Magistrate or a Judicial Magistrate of the first class or any court supe-
rior thereto” shall be substituted.

33. Section 51 of the Banking Regulation Act shall be re-numbered as
sub-gection (1) of that section, and—

(a) in sub-gsection (1) as so re-numbered,—

(1) for the figures and word “46 to 48”, the figures, letters
and words “45Y to 45ZF, 46 to 48” shall be substituted;
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(ii) for the words, figures and brackets “or any correspond-
ing new bank constituted under section 3 of the Bamking Com-
panies (Acquisition and Transfer of Undertakings) Act, 1970 or a 5 0£1970. .
Regional Rural Bank established under section 3 of the Regional
Rural Banks Act, 1976, or any other banking institntion notified 2! 0% 1878
by the Central Government in this behalf”, the words “or any
corresponding new bank or a Regional Rural Bank or any
subsidiary bank” shall be substituted;

(#ii) in the proviso,—

(4) in clause (a), for the words “general manager”, the
words “Managing Director” shall be substituted;

(B) for clauses (b) and (c), the followmg clauses shall
be substituted, namely: —

“(b) nothing contained in sub-clause (iit) of clause
(b) of sub-section (1) of section 20 shall apply to any
bank referred to in sub-section (1), in so far as the said
sub-clause (ii1) of clause (b) precludes that bank from
entering into any commitment for granting any loan or
advance to or on behalf of a company (not being a Gov-
ernment company) in which not less than forty per cent..
of the paid-up capital is held (whether singly or taken
together) by the Central Government or the Reserve
Bank or a corporation owned by that Bank; and

(¢) nothing contaned in section 46 or in sectmn 47TA
shall apply to,—

(1) an officer of the Central Government or the
Reserve Bank nominated or appointed as director of’
the State Bank of India or any corresponding new
bank or a Regional Rural Bank or any subsidiary
bank or banking company, or

(i1) an officer of the State Bank of India or a.
corresponding new bank or a Regional Rural Bank
or a subsidiary bank nominated or appointed as
director of any of the said banks, not being the bank
of which he is an officer, or of a banking company.”;

(b) after sub-section (I) as so re-numbered, the following sub-
gection shall be inserted, namely:—

“(2) References to a banking company in any rule or direc-
tion relating to any provision of this Act referred to in sub-
section (I) shall, except where such rule or direction provided
otherwise, be construed as referring also to the State Bank of
India, a corresponding new bank, a Regional Rural Bank and a
subsidiary bank.”.

34, In section 52 of the Banking Regulation Act,—

Amend- )
ment of (a) sub-section (3) shall be omitted;
section 52. (b) after sub-section (4), the following sub-section shall be

ierted, namely: —
“(5) Every rule made by the Central Government under

this Act shall be laid, as soon as may be after it is made, before
each House of Parliament, while it is in session, for a total
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period of thirty days which may be comprised in one session or
in two or more successive sessions, and if, before the expiry of the
session immediately following the session or the successive
sessions aforesaid, both Houses agree in making any modification
in the rule or both Houses agree that the rule should not be
made, the rule shall thereafter have effect only in such modified
form or be of no effect, as the cage may be; so, however, that any
such modification or annulment shall be without prejudice to the
validity of anything previously done under that rule.”.

-35. In section 56 of the Banking Regulation Act,—

(1) for clause (f), the following clause shall be substituted,
namely:—

“(f) for section 7, the following section shall be substituted,
namely:—

“7. (1) No co-operative society other than a co-operative
bank shall use as part of its name or in connection with its
business any of the words “bank”, “banker” or “banking”
and no co-operative society shall carry on the business of
banking in India unlesg it uses as part of its name at least
one of such words.

(2) Nothing in this section shall apply to—
(a¢) a primary credit soclety, or
(b) a co-operative society formed for the protection

of the mutual interests of co-operative banks or co-
operative land mortgage banks, or

(¢) any co-operative society, not being a primary
credit society, formed by the employees of—

(i) a banking company or the State Bank of
India or a corresponding new bank or a subsidiary
bank of such banking company, State Bank of India
or corresponding new bank, or

(i) a co-operative bank or a primary credit
society or. a co-operative land mortgage bank, in
so far as the word “bank”, “banker” or “banking”
appears as part of the name of the employer bank,
or as the case may be, of the bank, whose subsidiary
the employer bank is.”’;

(ii) after clause (f), the following clause shall be inserted,
namely: —

‘(fi) in section 8, for the proviso, the following proviso shall
be substituted, namely: —

“Provided that this section shall not apply—

(a) to any such business as aforesaid which was in
the course of being transacted on the commencement
of the Banking Laws (Amendment) Act, 1978, so, how-
ever, that the said business shall be completed before
the expiry of one year from such commencement, or
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(b) to any business as is specified in pursuance of

clause (0) of sub-section (I) of section 6;”7;

(iti) after clause (fi), the following clause shall be inserted,

namely: —

‘(fii) in sectlon 9, for the second proviso, the following pro-
visos shall be substituted, namely:—

“Provided further that in the case of a primary
credit society which becomes a primary co-operative bank
after the commencement of the Banking Laws (Amendment)
Act, 1978, the period of seven years shall commence from the
day it so becomes a primary co-operative bank:

Provided also that the Reserve Bank may, in any parti-
cular case, cxtend the aforesaid period of seven years by
such period as it may consider necessary where it is satisfied
that such extension would be in the interests of the deposi-
torg of the co-operative bank,”’;

(iv) in clause (g), for the figures and letters “108, 10C"”, the

figureg and letters “10B, 10BB, 10C” shall be substituted;

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

namely: —

“(5) for section 18, the following section shall be substituted,
namely: —

“18. Every co-operalive bank, not being a State co-operative
bank for the *ime being included in the Second Schedule to the
Reserve Bank of India Act, 1934 (hereinafler referred to as a
“scheduled State co-operative bank”), shall maintain in India, by
way of cash reserve with itself or in current account opened with
the Reserve Bank or the State co-operative bank of the Sfate
concerned or by way of net balance in current accounts, or, in the
cagse of a primary co-operative bank, with the central co-opera-
tive bank of the district concerned, or in one or more of such
ways, a sum equivalent to at least three per cent, of the total of
its demand and time liabilities in India, and shall submit to the
Regerve Bank before the fifteenth day of every month a return
ghowing the amount so held on Friday of each week of the pre-
ceding month with particulars of its demand and time liabilities
in India on each such Friday, or, if any such Friday is a publie
holiday under the Negotiable Instruments Act, 1881, at the close
of business on the preceding working day.

Explanation.—In this section, and in gection 24,

{a) “liabilities in India” shall not include,—

(i) the paid-up capital or the reserves or any credit
balance in the profit and loss account of the co-operative
bank; :

(ii) any advance taken from a State Government,
the Reserve Bank, the Industrial Development Bank of
India or the Agricultural Refinance and Development
Corporation;

2 of 1934,

24 of 1881,
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(#t) in the case of a State or central co-operative
bank, also any deposit of money with it representing the
reserve fund or any part thereof maintained with it by
any other co-operative soclety within its area of opera-
tion, and in the case of a central co-operative bank, also
an advance taken by it-from the Sfate co-operative bank
of the State concerned;

(iv) in the case of a primary co-operative bank, also
any advance taken by it from the State co-operative bank
of the State concerned or the central co-operative bank
of the district concerned;

(») in the case of any co-operative bank, which has
granted an advance against any balance maintained with
1t, such balance to the extent of the amount outstanding
In respect of such advance; and

(vi) in the case of any co-opérative bank, the amount
of any advance or other credit arrangement drawn and
a¥ailed of against approved securities;

(b) the aggregate of the liabilitles of a co-operative bank
to the State Bank of India, a subsidiary bank, a correspond-
ing new bank or a Regional Rural Bank or a banking com-
pany or any other financial ingtitution notified by the Central
Government in thig behalf shall be reduced by the aggregate
of the liabilities of all such banks and institutions to the
co-operative bank;

(c) any cash with a co-operative bank or any balance
held by a co-operative bank with another bank, shall not, to
the extent such cash or such balance represents the balance
in, or investment of, Agricultural Credit Stabilisation Fund

- .of such co-operative hank, be deemed to be cash maintained
in India; . '

(d) “net halance in current accounts” shall, in relation to
a co-operative bank, mean the excess, if any, of the aggregate
of the credit balances in current account maintained by that
co-operative bank with the State Bank of India or a subsidiary
bank or a corresponding new bank, over the aggregate of the
credit balances in current account held by the said banks
with such co-operative banks;”’;
(vi)- for clause (m), the following clause shall be substituted,
namely:—

‘(m) in section 204, in sub-section (1),—

(i) the words and figures “Notwithstanding anything to
the contrary contained in section 283 of the Companies Act,
1 of 1958, 1956” shall be omitted;

(ii) in clause (a), for the words “any of its directors”,
the words “any of its past or present directors” ghall be sub-
stituted;’;
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(vii) for clause (0), the following clause shall be substituted,
namely: —

‘(0) in section 22,—

(i) for sub-section (2), the following sub-section shall be

substituted, namely:—

“(2) Every co-operative society carrying on business
8s a co-operative bank at the commencement of the Bank-
ing Laws (Application to Co-operative Soclefies) Act,
1965, shall before the expiry of three months from such
commencement, every co-operative bank which comes
into existence as a result of the division of any other co-
operative soclety, or the amalgamation of two or more co-
operative societies carrying on business in either case as
a co-operative bank or banks at the commencement of
the Banking Laws (Application to Co-operative Socleties)
Act, 1965 or at any time thereafter shall before the ex-
piry of three monthg from its so coming into existence,
every primary credit society which becormes a primary
co-operative bank after such commencement shall before
the expiry of three months from the date on which it so
becomes a primary co-operative bank and every co-
operative soclety other than a primary credit society
shall before commencing banking business in India, apply
in writing to the Reserve Bank for a licence under this
gection;

Provided that nothing in clause (b) of sub-section
(1) shall be deemed to prohibit—

(1) a co-operative society ecarrying on business
as a co-operative bank at the commencement of the
Banking Laws (Application to Co-operative Societies)
Act, 1965; or

(1) a co-operative bank which has come into
existence as a result of the division of any other co-
operatlve society, or the amalgamation of two or
more co-operative socleties carrying on business, in
either case, as a co-operative bank or banks at
the commencement of the Banking Laws (Applica-
tion to Co-operative Societies) Act, 1965 or at any
time thereafter; or

(#1) a primary credit soclety which becomes a

primary co-operative bank after such commence-
ment,

from carrying on banking business until it is granted a
licence in pursuance of this section or is, by a notice in
writing, notifled by the Reserve Bank that the licence
cannot be granted to it.”;

(i) in sub-section (3), clause (c¢) shall he amitted;*;

23 or 1965.

23 of 1088,

23 of 1965,
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(viit) for clause (q), the following clause shall be substituted,
namely: —

‘(@) in section 24,—

(1) in sub-section (1), the words “After the expiry of

two years from the commencement of thig Act” shall be
omitted;

(i1) for sub-sections (2) and (24), the following sub-

sections shall be substituted, namely:—

“(2) In computing the amount for the purposes of
sub-section (1),—

(a) any balances maintained in India by a cor
operative bank in current account with the Reserve
Bank or by way of net balance in current accounts,
and in the case of a scheduled State co-operative
bank, also the balance required under section 42 of
the Reserve Bank of India Act, 1834, to be so
maintained;

(b) any balances maintained by a central co-
operative bank withl the State go-operative bank of
the State concerned, and

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

shall be deemed to be cash maintained in India,

(24) (a) Notwithstanding anything contained in sub-~
section (1) or in sub-section (2), after the expiry of two
years from the commencement of the Banking Laws
(Application to Co-operative Societles) Act, 1965, or of
such further period not exceeding one year as the Reserve
Bank, having regard to the interests of the co-operative
bank concerned, may think fit in any particular case to
allow,—

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

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

shall maintain in India in cash, gold or unencumbered
approved securities, valued at a price not exceeding the
current market price, an amount which shall not at the
close of business on any day be less than twentiy-five
per cent, or such other percentage not exceeding forty
per cent, as the Reserve Bank may, by notification in
the Official Gazette, specify of the total of its demand
and time liabilities in India;
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(b) in computing the amount for the purpose of
clause (a), the following shall be deemed to "be cash
maintained in India, namely:-—

(i) any cash or balances maintained in India by a
cu-operative bank, other than a scheduled State co-
operative bank, with itself or in current account with
the Reserve Bank or with the State co-operative bank
of the State concerned, or by way of net balance in
current accountg and, in the case of a primary co-
operative bank, -also any halances maintained with
the central co-operative bank eof the district con-
cerned, in excess of the aggregate of the cash or
balances required to be maintained under section 18;

(3%) 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
section 42 of the Reserve Bank of India Act, 1934;

(iit) any net balance in current accounts.

Explanation—For the purposes of this sub-section—

(¢) approved securities, or a portion thereof,
representing investment of Agricultural Credit Stabi-
lization Fund of a co-operative bank shall not be
deemed to be unencumbered approved securities,

(b) in case a co-operative bank hag taken an
advance againgt any balance maintained with the
State co-operative bank of the State concerned or
with the central co-operative bank of the distriet
concerned, such balance to the extent to which it has
been drawn against or availed of shall not be deemed
to be cash maintained in India.”;

(itt) in sub-section (6), in clause (a), for the words
“fourteen days”, the words “thirty days” shall be subgtituted;’;

(ix) after clause (g), the following clause shall be inserted,
namely: —

‘(qq) after section 24, the following section ghall be inserted,
namely:—

“24A. Without prejudice to the provisions of section 53, the
Reserve Bank may, by notiflcation 'in"the Official Gazette,
declare that, for such period-and subject to such conditions
as may be specified in such notification, the whole or any
part of the provisions of section 18 or section 24, as may be
specified therein, shall not apply to any co-operative bank
or class of co-operative banks, with reference to all or any
of the offices of guch co-operative bank or banks, or with
reference to the whole or any part of the assets and liabilities
of such co-operative bank or banks.”’;

2 of 1034,
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——

(x) in clause (w) relating to the modincation of section 35—

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

‘(b) the following proviso shall be ingerted at the end,
namely: —

“Provided that the Reserve Bank may, if it considers
it necessary or expedient so to do, cause an inspection
to be made of a primary co-operative bank under this
sub-section by one or more officers of a State co-opera-
tive bank in the State in which such primary co-operativae
bank is registered.”’;

(b) sub-clause (ii4) shall be re-numbered as sub-clauge (iv),
and before sub-clause (iv) as so re-numbered, the following sub-
clause shall be inserted, namely: —

f(iid) after sub-section (4), the following sub-section
shall be inserted, namely:—

“(44) Without prejudice to the provisions of sub-
section (4), the Reserve Bank may, if it considers it
necessary and expedient so to do, supply a copy of the
report on any inspection to the State co-operative bank
and the Registrar of co-operative societies of the State
in which the inspected bank is registered.” ’;

(xi) for clause (2), the following clause shall be substituted,

namely: —

‘(2) in section 36, in sub-section (1), clause (b) shall be
omitted, and for clause (d), the following clause shall be substi-
tuted, namely: —

“(d) at any time, if it is satisfled that for the re-organisa-
tlon or expansion of co-operative credit on sound lines it is
necessary so to do, by an order in writing and on such terms
and conditions as may be specified therein,—

(i) depute one or more of its officers to watch the
proceedings at any meeting of the Board of Directors of
the co-operative bank or of any other body constituted
by it, require the co-operative bank fo give an oppor-
tunity to the officers so deputed to be heard at such meet-
ings and offer such advice on such matter as such
officers may consider necessary or proper for the re-
organisation and expansion of co-operative credit on
sound lines, and also require such officer to send a report
of such proceedings to the Regerve Bank;

(i) appeint one or more of its officers to observe the
manner in which the affairs of the co-operative bank or
its offices or branches are being conducted and make a
report thereon.”’;
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(xit) for clause (zc), the following clause shall be substituted,
namely:-—

‘(z¢) in section 46,—
(i) clause (iii) of sub-section (4) shall be omitted;

(i) in clause (@) of the Explanation, after the words
“includes a”, the words ‘“co-operative society” shall be
inserted;’,

CHAPTER V

AMENDMENTS TO THE STATE BANK oF INDIA AcT, 1955

36. In the State Bank of India Act, 1955 (hereafter in this Chapter
referred to as ‘“the State Bank Act”), after section 35, the following
section shall be inserted, namely:—

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

(2) Any director appointed as aforesaid shall—

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

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

(c) not be liable to retirement by rotation and shall not be

taken into account for computing the number of directors lable
to such retirement.”.

37. In section 40 of the State Bank Act—

(i) for sub-section (1), the following sub-section shall be substi-
tuted, namely:—

“(1) The State Bank shall furnish to the Central Govern-
ment and to the Reserve Bank its balance-sheet, together with
the profit and loss actount and the auditors’ report and a report
by the Central Board on the working and actlvities of the State
Bank during the period covered by the accounts,”;

23 of 1955,

1 of 1856.
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(ii) after sub-section (3), the following sub-section shall be
ingerted, namely: —

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

38. In section 42 of the State Bank Act, in sub-section (2), after the
word “working”, the words “and activities” shall be inserted.

39. In section 43 of the State Bank Act, in sub-gection (2), for the
words “as may be”, the words “as may, by general or special order, be”
shall be substituted.

40. In section 49 of the State Bank Act, after sub-gection (2), the
following sub-section shall be ingerted, namely:—

“(3) Every rule made by the Central Government under this
Act shall be laid, as soon as may be after it ig made, before each
House of Parliament while it is in segsion for a total period of thirty
days which may be comprised in one session or in two or more
successive sessions, and if, before the expiry of the session imme-
diately following the session or the successive sesslons aforesaid,
both Houses agree in making any modification in the rule or
both Houses agree that the rule should not be made, the rule ghall
thereafter have effect only in such modifled form or be of no effect,
as the cage may be; so, however, that any such modification or annul-
ment ghall be without prejudice to the validity of anything previously
done under that rule.”,

41, Tn section 50 of the State Bank Act, after sub-section {3), the
following sub-section shall be inserted, namely:—

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

CHAPTER VI

AMENDMENTS TO THE STATE BANK or INDIA (SuUBSIDIARY Bawnks) Act, 1959

38 0f 1959, 42. Tn the State Bank of India (Subsidiary Banks) Act. 1959 (hereafter
in this Chapter referred to as “the Subsidisry Banks Act”), in Chapter VI,
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after section 38, the following section shall be inserted, namely:—

Arrange- “38A. (1) Where any arrangement entered into by a subsidiary
ment bank with a company provides for the appointment by the subsidiary
with bank of one or more directors of such company, such prevision
;ﬁiisdizfly and any appointment of directors made in pursuance thereof shall
appoint- be wvalid and effective notwithstanding anything to the contrary
ment of contained in the Companies Act, 1956, or in any other law for the 1 of 1958,
direc- time being in force or in the memorandum, articles of association or
tors to any other instrument relating to the company, and any provision
prevail. regarding share qualification, age limit, number of directorships,
removal from office of directors and such like conditiong contained
in any such law or instrument aforesaid, shall not apply to any
director appointed by the subsidiary bank in  pursuance of the
arrangement ag aforesaid,
(2) Any director appointed as aforesaid shall—

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

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

(¢) not be liable to retirement by rotation and shall not be
taken into account for computing the number of directors liable
to guch retirement.”.

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

(i) in sub-section (1),—

() in the opening paragraph, for the words “and the
Reserve Bank”, the words ¢, the Reserve Bank and the Central
Government” shall be substituted;

(b) for clause (a), the following clause shall be substituted,
namely: —

“(a) its balance-sheet, together with the profit and loss
account and the auditor’s renort. and a report by the Board
of Directors on the working and activities of the subsidiary
bank during the period covered by the accounts; and”;

‘(1) after sub-section (2), the following sub-section shall be
Inserted, namely: —

“(3) The Central Government shall cause the auditor’s re-
port and the report on the working and activities of the subsi-
diary bank to be laid, as soon as may bhe after thev are received,
before each House of Parliament while it is in session for a total
period of thirtv days which may be comprised In one session
or In two or more successive sessions.”,
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44. In section 44 of the Subsidiary Banks Act, in sub-section (2), Amend-

after the word “working”, the words “and activities” shall be inserted. l:e?:tlfor?f 44

45. In section 53 of the Subsidiary Banks Act, after sub-section (2), ~mend-

- . . 1
the following sub-gsection shall be inserted, namely:— ';;i’,:fog 53,

“(3) Where the State Bank nominates any of its officers as direc-
tor of a subsidiary bank, such director shall not ineur any obligation
or liability by reason only of hig being a director or for anything
done or omitted to be done in good faith in the discharge of his
duties as director or anything in relation thereto.”.

46. In section 62 of the Subsidiary Banks Act, for sub-section (3), the Amend-

following sub-section shall be substituted, namely: — ment of
section 62,

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

47, In section 63 of the Subsldiary Banks Act, after sub-section (3), Amend-
the following sub-section shall be inserted, namely:— ment of

section
“(4) Every regulation shall, as soon as may be after it is made 63.

under this Act by the State Bank, be forwarded to the Central Gov-
ernment and that Government shall cause a copy of the same to be
laid before each House of Parliament while it is in session for a total
period of thirty days, which may be comprised in one gession or in two
or more successive gessions, and if, before the expiry of the session
immediately following the session or the successive sessiong aforesaid,
both Houses agree in making any modification in the regulation or
both Houses agree that the regulalion should not be made, the regu-
lation shall thereafter have effect only in such modified form or be
of no effect, as the case may be; so, however, that any such modifica-
tion or annulment shall be without prejudice to the validity of any-
thing previously done under that regulation.”,

CHAPTER VII

AMENDMENTS TO THE DEPOSIT INSURANCE AND CREDIT (FUARANTEE
CorPORATION AcT, 1861

48. In section 2 of the Deposit Insurance and Credit Guarantee Cor- Amend-
07 of 1061, poration Act, 1961 (hereafter in this Chapter referred to as “the Deposit Sr:cetri‘;:’fz
Insurance Corporation Act”),— )

(i) in clause (b), for the words and figures “a subsidiary bank
and any other banking institution notified under section 51 of the
10 of 1949 Banking Regulation Act, 1949,”, the words “and a subsidiary bank”
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“shall be substituted;
(i) in clause (i),—

(a) after the words “banking company”, the words “or a
corresponding new bank” shall be inserted and shall be deemed
to have been inserted with effect from the 1st day.of July, 1971;

(b) for sub-clause (i), the following sub-clauses shall be
substituted, and shall be deemed to have been substituted with
effect from the 1st day of July, 1971, namely:--

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

(ia) a corresponding new bank to which the provisions
of clause (a) of sub-section (1) of section 13 apply, or'”;

(itt) in clause (k), the words and figures “, and includes any
banking institution notifled under section 51 of the said Act after
such commencement” ghall be omitted.

49, In section 6 of the Deposit Insurance Corporation Act—

(a) in sub-section (2), after the word, brackets and letter “clause
(d)”, the words, brackets and letter “or clause (e)” shall be inserted;

(b) in sub-section (3), in the opening paragraph, after the word,
brackets and letter “clause (d)”, the words, brackets and letter “or
clause (e)” shall be inserted;

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

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

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

-

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

his seat shall thereupon become vacant.”,

50. In section 11 of the Deposit Insurance Corporation Act, the words
and figures “or, as the case may be, affer if is notified under section 51 of
the said Act” shall be omitted,

51. In section 13 of the Deposit Insurance Corporation Act, in sub-
section (2), the brackets and letter “(b)” shall be omitted.

52, In section 32 of the Deposit Insurance Corporation Act, in sub-
section (2), for the words “for not less than thirty days before each House
of Parllament as goon as may be after each such report is recelved by
the Central Government”, the words “as soon as may be after they are
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received, before each House of Parliament while it is in session for
a total period of thirty days which may be comprised in one session
or in two or more successive gessions” shall be substituted.

53. In section 50 of the Deposit Insurance Corporation Act, after sub-
section (3), the following sub-section shall be inserted, namely:—

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

CHAPTER VIII

AMENDMENTS TO THE BANKING COMPANIES (ACQUISITION AND TRANSFER OF
UNDERTAKINGS) AcT, 1970

54. In the Banking Companies (Acquisition-and Transfer of Undertak-
ings) Act, 1970 (hereafter in this Chapter' referred to as “the Bank
Nationalisation Act”), in section 3, in sub-section (5), for the words “one
or more forms of business”, the words “one or more of the other forms
of business” shall be substituted.

55. In the Bank Nationalisation Act, after section 5, the following
section shall be inserted, namely: —

“5A. (1) Where any arrangement entered into by a corresponding
new bank with a company provides for the appointment by the cor-
responding new bank of one or more directors of such company, such
provision and any appointment of directors made in pursuance there-
of shall be valid and effective notwithstanding anything to the con-
trary contained in the Companies Act, 1956, or in any other law for
the time being in force or in the memorandum, articles of associa-
tlon or any other instrument relating to the company, and any provi-
sion regarding share qualification, age limit, number of directorships,
removal from office of directors and such llke conditlons contalned
In any such law or instrument aforesald, shall not apply to any
director appointed by the corresponding new bank in pursuance of
the arrangement as aforesald.

(2) Any director appointed as aforesaid shall—

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

(b) not incur any obligation or liability by reason only of
his being a director or for anything done or omitted to be done
in good faith in the discharge of his duties as a director or any-
thing in relation thereto;
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(c) not be liable to retirement by rotat.on and shall not be
taken into account for computing the number of directors liable

to such retirement.”.

56. In the Bank Nationalisation Act, in section 8, sub-section ()
shall be re-numbered as sub-section (6) and before sub-section (6) as so
re-numbered, the following sub-section and Explanation shall be insert-
ed, namely; —

‘(5) On and from the date of coming into operation of a scheme
made under sub-section (I),—

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

(b) the properties and assets of the corresponding new bank
or, as the case may be, of the banking institution shall, by virtue
of and to the extent provided in the scheme, stand transferred
to, and vested in, and the liabilities of the corresponding new
bank or, as the case may be, of the banking institution shall, by
virtue of, and to the extent provided in the scheme, stand trans-
ferred to, and become the liabilitles of, the corporation or cor-
porations brought into existence by reconstitution of the bank-
Ing institution or the corresponding new bank, ag the cage may
be,

Explanation.—In this section, “banking institution” means a
banking company and includes the State Bank of India and a sub-
sidiary bank.’.

57. In section 10 of the Bank Nationalisation Act,—

(i) after sub-section (4), the following Explanations shall be
inserted, namely:-—

“Eaplanation I.—For the purposes of this Act—

(@) the balance-gsheet shall not be treated as not disclos-
ing a true and falr view of the affairs of the corresponding
new bhank, and

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

merely by reason of the fact that the balance-sheet or, as the
case may be, the profit and loss account, does not disclose any
matters which are, by the provisions of the Banking Regulation
Act, 1949, read with the relevant provisions of this Act or any
other Act, not required to be disclosed.

10 of 1949,
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Explanation II.—For the purposes of this Act, the accounts
of the corresponding new bank shall not be deemed as having
not been properly drawn up on the ground merely that they do
not disclose certain matters if—

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

(ii) the provisions referred to in clause (i) are specified
in the balance-sheet and profit and loss account of the cor-
responding new bank or in the auditor’s report.”;

(ii) after sub-section (7), the following sub-section shall be in-
serted, namely: —

“(7TA) Every corresponding new bank shall furnish to the
Central Government the annual balance-sheet, the profit and
logs account, and the auditor’s report and a report by its Board
of Directors on the working and activitles of the bank during
the period covered by the accounts.”;

(i#9) in sub-section (8), for the words “for not less than thirty days
before each House of Parllament ag soon as may be after each such
report is received by the Central Government”, the words “as soon
as may be after they are received before each House of Parliament
while it is in session for a total period of thirty days which may be
comprised in one session or in two or more successive sessions” shall
be substituted;

(w) after sub-section (8), the following sub-section shall be in-
serted, namely: —

“(9) Without prejudice to the foregoing provisions, the Cen-
tral Government may, at any time, appoint such number of audi-
tors ag it thinks fit to examine and report on the accounts of a
corresponding new bank, and the auditorg so appolnted shall
have all the rights, privileges and authority in relation to the
audit of the accounts of the corresponding new bank which an
auditor appointed by the corresponding new bank has under
this section.”.

58. In gection 18 of the Bank Nationalisation Act, after sub-section 3),

the following sub-gection shall be inserted, namely: —

“(4) Every regulation shall, as soon as may be after it is made
under this Act by the Board of Directors of a corresponding new
bank, be forwarded to the Central Government and that Government
shall cause a copy of the same to be lald before each Hou‘e of Parlia-
ment, while it is in session, for a total period of thirty days which
may be comprised in one sesslon or in two or more successive gessions,
and 1f, before the expiry of the session Immediately following the
session or the successive sessions aforesaid, both Houses agree in
making any meodiflcation in the regulation or both Houses agree that
the regulation should not be made, the regulation shall thereafter
have effect only in such modified form or be of no effect, as the cage
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may be; so, however, that any such modification or annulment shall
be without prejudice to the validity of anything previously done
under that regulation.”,

CHAPTER IX

AMENDMENTS TO THE REcroNAL RURAL BAnks AcT, 1976

59. In section 19 of the Regional Rurﬁl Banks Act, 1876,—

(1) in sub-section (1), for the words “Central Government”, the
words and figures “Reserve Bank of India constituted under section 3
of the Reserve Bank of India Act, 1934,” shall be substituted;

(ii) in sub-section (2), for the words “Reglonal Rural Bank may
fix with the approval of the Central Government”, the words “Re-
serve Bank may, in consultation with the Central Government, fix”
shall be substituted;

(iti) in sub-section (4) —

(a) in the opening paragraph, after the ‘words “shall make
a report to that bank”, the words “and the Central Government”
shall be Inserted;

(b) in clause (e), after the words “to the notice of the Re-
gional Rural Bank”, the words “and the Central Government”
shall be inserted. - : '

60. In section 20 of the Regional Rural Banks Act, 1976, the following
proviso shall be inserted at the end, namely: —

“Provided that the Central Government may, if it considers it
necessary so to do in any case, extend the sald period of sixty days for
the furnishing of the report by such further period or periods not
exceeding sixty days in the aggregate.”,

$1, Section 30 of the Regional Rural Banks Act, 1976, shall be re-num-
bered as gub-section (1) thereof, and after sub-section (1) ‘as so re-num-
bered, the following sub-section shall be inserted, namely:—

“(2) Every regulation shall, as scon ag may be after it is made
under this Act by the Board, be forwarded to the Central Government
and that Government shall cause a copy of the same to be laid before
each House of Parliament, while it i3 in session, for a total period of
thirty days which may be comprised in one session or in two or more
successive sessions, and if, before the expiry of the session immediately
following the sesslon or the successive sessions aforesaid, both Hous-
es agree in making any modification in the regulation or both Houses
agree that the regulation should not be made, the regulation shall
thereafter have effect only In spch modified form or be of no effect,
as the case may be; so, however, that any such modification or an-
nulment shall be without prejudice to the validity of anything pre-
viously done under that regulation.”,

21 of 1976.

2 of 1034,

21 of 1876.

21 of 1976.
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STATEMENT OF OBJECTS AND REASONS

The Bill seeks to amend the Bankers’ Books Evidence Act, 1891, the
Reserve Bank of India Act, 1934, the Banking Regulation Act, 1949, the
State Bank of India Act, 1955, the State Bank of India (Subsidiary
Banks) Act, 1959, the Depogsit Insurance and Credit Guarantee Corpora-
tion Act, 1961, the Banking Companies (Acquisition and Transfer of
Undertakings) Act, 1970 and the Regional Rural Banks Act, 1976, in
pursuance of the recommendations of the Banking Commission and of
the Committee on Subordinate Legislation and also in the light of the
experience gained in the administration of those Acts, The following
are the more important of amendments proposed in the Bill:—

(2) It is proposed to provide for the facility of nomination to
a ‘depositor’, to nominate a person who could be paid, on the depo-
sitor’s death, the amount to the credit of the depositor’s accounts.
Likewise, the nominee of a person who has kept articles in safe
custody with the bankers or has hired a locker will be able to get
the articles kept in the bank’s safe custody or locker in the event
ofi the death of such a person. The banks will be required to keep
an inventory of the articles returned to the persons concerned in the
manner as may be directed by the Reserve Bank from time to fime,

(i) The scope of the purposes for which banks can form subs!-
diaries is being widened. .

(iit) It is proposed to authorise the Regerve Bank of India to
increase the liquidity ratio to be maintained in India by banks
from 25 per cent. up to a maximum of 40 per cent. of the total
demand and time liabilities of banks in India and also to empower
the Reserve Bank to impose a penalfy on banks which do not com-
ply with the liquidity requirements of section 24 of the Banking
Regulation Act, 1949, on the lines of similar provision regarding
maintenance of cash reserves contained in section 42 of the Reserve
Bank of India Act, 1934,

(iv) SBections 45R, 455 and 45T of new Chapter IIIC, sought to
be inserted in the Reserve Bank of India Act, 1834, provide that
no individual or flrm or an unincorporated association of individualg
shall, at any time, have deposits from more than the speciflied
number of depositors mentioned therein.. The officers of the Reserve
Bank or the State Governments, authorised in this behalf, will
have power to obtain search warrant from a court so as to enable
them to enter into and search any preinises suspected to be used
for purposes connected with the receipt of deposits in contraven-
tion of the provisions of the Act and also to inspect and seize
registers, books of accounts and other documents,

(v) Provision is being made to empower the Reserve Bank to
grant medium term loans from the National Agricultural Credit
(Stabilisation) Fund to State co-operative banks by way of reim-
bursement of medium term conversion loans granted by the latter
owing fo drought, famine or other natural calamities, if the State
co-operative bank concerned has no dues in respect of the bills of
exchange and promissory notes outstanding to the Reserve Bank.
The Stabilisation Fund 1is also proposed to be utilised for giving relief
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wherever crops are damaged on account of war or military opera-
tions with another country. The period of repayment is proposed
to be extended from five years to seven years.

(vi) It is proposed to amend the State Bank of India Act, 19506
and the State Bank of India (Subsidiary Banks) Act, 1959 for lay-
ing before each House of Parliament, as in the case of nationalised
banks, the auditors’ report and the annual report on the working of
the activities of the banks.

(vit) The Banking Regulation Act, 1949 is being amended—

(a) to empower the Central Government to frame rules
specifying the periods of the preservation of the various types
of records, such as, books of accounts and documents required
to be maintained as also of the different instruments paid by it;

(b) to provide that banks may return at the request of a
customer a paid instrument before the prescribed preservation
period, only after making and keeping in the bank’s possession
a true copy thereof made by mechanical processes.

(viii) The Bankers’ Books Evidence Act, 1891 is being amended—

(a) to provide that during police investigations it would be
sufficlient for a bank to produce before police authorities
certified copies of relevant extracts from its books unless the
production of copies is considered not adequate by an officer of
a rank not lower than a Superintendent of Police;

(b) to make it clear that if the original documents are des-
troyed by a bank in the usual course of its business and docu-
ments have been microfilmed before such destruction, the posi-
tives of the fllms shall be admissible as evidence provided they
are properly produced and proved in court.

(i) It is further proposed to amend the State Bank of India
Act, 1955, the State Bank of India (Subsidiary Banks) Act, 1969
and the Banking Companies (Acquisition and Transfer of Undertak-
ings) Act, 1970 so as to provide a certain measure of protection to
the directors nominated by such banks on the boards of companies
assisted by them against prosecution as a result of non-compliance
with provisions, like, share qualification, age limit, number of
directorships, removal from offlce, retirement by rotation, ete,, con-
tained in the Companies Act, 1956 or any other law or the memo-
randum or articles of association of the concerned unit.

(x) It is further proposed to include the usual provision for
laying of rules and regulations made under Acts before Parliament
in the Banking Regulation Act, 1949, the State Bank of India Act,
1955, the State Bank of India (Subsidiary Banks) Act, 1958, the
Deposit Insurance and Credit Guarantee Corporation Act, 1861, the
Banking Companies (Acquisition and Transfer of Undertakings)
Act, 1970 and the Regional Rural Banks Act, 1976.

2. The notes on clauses explain in detail the various provisions con-
tained in the Bill.

New Driui; H. M. PATEL.
The 15th December, 1978.
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Notes on clauses

Clause 2—This clause seeks to substitute clause (4) of section 2 of
the Bankers’ Books Evidence Act, 1891 so as to amplify the definition of
the term “legal proceeding” by including therein any investigation or in-
quiry under the Code of Criminal Procedure, 1973, or under any other
law for the time being in force for the collection of evidence conducted
by a police officer or by any other person (not being a magistrate) autho-
rised in this behalf by a magistrate or by any law for the time being in
force. This clause also secks to amend clause (8) of the said section so
as to provide that a copy made from the original document by mechanical
or other process insuring the accuracy of such copy, together with a
certificate to that effect, ag also a copy prepared from the original docu-
ment prior to the destruction of the original by a bank in the usual course
of its business, together with a certificate to that effect, shall be admissible
in evidence. These amendments are based on the recommendations of
the Banking Commission. Thig clause further seeks to incorporate a
new section in the Bankers’ Books Evidence Act, 1891, so as to provide
that the order of a court or judge for production and inspection of books
of the Bank shall be construed ag referring to an order made by an officer
of a rank not lower than a Superintendent of Police as may be specifled
in thig behalf by the Government by which the police officer or any other
person conducting the investigation or inquiry iz employed.

Clause 3.—Under section 45 of the Reserve Bank of India Act, 1934, the
Reserve Bank may appoint any other bank, except the State Bank or a
subsidiary bank, as its agent only under the direction of the Central Gov-
ernment. This clause seeks to amend this section permitting any pay-
ments required to be made into the Reserve Bank or in any hills, hundis
or other securitles, required to be delivered into the Reserve Bank under
any law, to be delivered to, or paid into, the agency bank,

Clause 4—This clause gecks to amend section 451 of the Reserve Bank
of India Act, 1934, s0 as to revise the existing definition of the terms
“deposit” and “firm” and make consequential amendments as a result of
the insertion of new section 455 in the Act vide clause 3.

Clause 5—This clause seeks to insert new scctions 45R, 45S and 45T
under new Chapter ITIC of the Reserve Bank of India Act, 1934, so as to
provide that no individual or firm or an unincorporated association of in-
dividuals shall, at any time, have deposits from more than the number of
depositors mentioned therein. It also seeks to vest in the officers of the
Reserve Bank or the State Governments, authorised in this behalf, the
power to obtain search warrants from a court so as to enable them to
enter into and search any premises suspected to be used for the purposes
connected with the receipt of deposits in contravention of these provisions
as also to inspect and seize any registers, books of accounts and docu-
ments or any literature found therein. Such warrants shall be executed
in the same way and shall have the same effect as a search warrant issued
under the Code of Criminal Procedure.

Clause 6.—Thig clause seeks to amend section 46B of the Reserve Bank
of India Act so as to empower it to grant medium term loans from the
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National Agricultural Credit (Stabilisation) Fund to State co-operative
bauks by way of reimbursement of medium ferm conversion loans grant-
ed by the latter owing to drought, famine or other natural calamities, if
the State co-operative bank concerned has no dues in respect of the bills
of exchange and promissory notes ocutstanding to the Reserve Bank. The
Stabilisation Fund is also proposed to be utilised for giving relief wher-
ever crops are damaged on account of military operations with another
country. The period of repayment of medium term loang sanctioned to
the State co-operative banks is proposed to be extended from flve years
to seven years.

Clauses 7 and 8.—These clauses seek to amend respectively section
588 and section 58E of the Reserve Bank of India Act with a view to
providing for penalties for contravening the provision of new section 455
of that Act,

Clause 9~ This clause seeks to amplify the existing definitions in sec-
tion 5 of the Banking Regulation Act, 1949 of the term “approved secu-
rities”, It also seeks to incorporate in that section the definitions of the
terms “Agricultural Refinance and Development Corporation”, “corres-
ponding new bank”, “Industrial Development Bank of India”, “Regional
Rural Bank”, “Reserve Bank”, and “State Bank of India”.

Clause 10.—Thig clause is consequential to the inclusion in section 5 of
the Banking Regulation Act, 1949, of a definition of the term “corres-
ponding new bank”,

Clause 11-—This clause is consequential to the amendment made by
section 5 of the Agricultural Refinance Corporation (Amendment) Act,
1975 by which Agricultural Refinance Corporation has been renamed as
Agricultural Reflnance and Development Corporation,

Clause 12.—This clause seeks to amend section 7 of the Banking Regu-
lation Act, 1949, so as to clarify therein that no company other than a
banking company shall use any of the words, viz. “bank”, “banker” or
“banking” ag part of its name, or even in connection with its business.

Clause 13.—This clause seeks to amend section 8 of the Banking Regu-
lation Act, 1949, in pursuance of the recommendation of the Banking Com-
mission, to provide that the provisions of the gaid section do not hit the
business which the Central Government may specify under section 6(1) (o)
thereof as a form of business in which it is lawful for a banking company
to engage,

Clause 14~—This clause seeks to amend sectlon 10B of the Banking
Regulation Act, 1949, so as to make inapplicable to banks with deposits
of Rs. 10 crores or less, the mandatory provision of this section that every
banking company shall have a whole-time chairman. This clause also
seeks to provide that once the deposits of a bank have aggregated Rs. 10
crores or more, it shall always have such a whole-time chairman even
though its deposits may, later, go below Rs, 10 crores. This clause further
seeks to provide that a chairman whose term of office has come to an end
in certain circumstances shall, subject to the approval of the Reserve
Bank, continue in office until his successor assumes offlce.
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Clause 15—Thig clause seeks to insert a mew section 10BB in the
Banking Regulation Act, 1949, so as to empower the Reserve Bank to ap-
point, pending agreement between the Reserve Bank and the banking
company concerned, any person as the chairman of that banking company
when the office of its chairman remains vacant for a long time and when,
In the opinion of the Reserve Bank, the interests of the said banking com-
pany are likely to be adversely affected by the sald office so remaining

vacant,

Clause 16.—This clause seeks to substitute section 10C of the Banking
Regulation Act, 1949, so as to provide that a chairman of a banking com-
pany, whether appointed by the banking company itself or by the Reserve
Bank, shall not be required to hold any qualification shares in the bank-
ing company. ‘

Clause 17—This clause seeks to substitute section 18 of the Banking
Regulation Act, 1949, so as to provide, in accordance with the recommen-
dations of the Banking Commission in this behalf, that the cash reserve
which every non-scheduled banking company is required to maintain
in India shall be maintained by it only with the Reserve Bank and not,
with the Reserve Bank or the State Bank of India or any other bank
notified by the Central Government in this behalf. At the same time, it
seeks to introduce the concept of “net balance” for the purpose of arriv-
Ing at the amount of “balance in current account” which is to be treated
ag liquid asset. In terms of this provision, each bank will be required
to work out the difference between the balances held by it in current
account with the public sector banks and the balances which the public
secfor banks may have in current account with it and include in its liquid
agsets only the excess, if any, of the former over the latter. The clause
further seeks to modify the definition of the term “liabilities in India”
occurring in the “Explanation” below existing section 18 of the afore-
said Act in respect of which minimum cash balances are to be main-
tained by every banking company, not being a scheduled bank. In the
case of a banking company, not being a scheduled bank, only the net
liabilitv of that bank to the entire banking system, that is, after deduc-
tion of the balances maintained by it with all other banks from its gross
Wahilitles to all those other banks, will he deemed to be its Uahility to
these banks, for the purposes of sections 18 and 24 of the gaid Act.

Clause 18.—This clause seeks to amend section 18 of the Banking
Regulation Act, 1949 so ag to amplily, in pursuance of the recommenda-
tiong of the Banking Commlssion, the scope of the sald section with a
view to enabling the banks to form subsidiaries for carrying on one or
more kinds of business which they are permitted to engage in, or which
may be conducive to the spread of banking in India. At present, the
power of the banks is confined only to formation of subsidiaries for
undertaking and executing trusts, administration of estates as executor,
trustees or otherwise, the providing of safe deposit vailts ete.

Clause 19.—This clause seeks to amend sectlon 20(1) (b) (iil) of the
Banking Regulation Act, 1949, so as to provide that a banking company
is precluded from granting anv loans or advances to a subsldiary or
holding company even when the banking company’s director is only
interested in the holding company’s subsidiary or in the holding company
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of the subsidiary ag director, managing agent, manager, employee or
guarantor or in which he holds substantial interests,

Clause 20.—This clause seeks to amend sub-section (3) of section 22
of the Banking Regulation Act, 1949 so as to widen the scope of the
matters which the Reserve Bank may consider before granting a licence
to a company 'to carry on banking business in India.

Clause 21.—This clause seeks to amend section 24 of the Banking
Regulation Act, 1949, so ag to empower the Reserve Bank to increase the
liquidity ratio which the scheduled and non-scheduled banks are required
to maintain in India, from the present statutory minimum limit of 25
per cent. to a maximum of 40 per cent. of their total demand and time
labilites in India. The clause also includeg amendments consequential
to the amendments proposed to section 18 of the Act; vide clause 17 of
the Bill,

Clause 22.—This clause gseeks to amend section 29 of the Banking
Regulation Act, 1949, so as to clarify that the period specified in sub-
gection (3) of section 210 of the Companies Act, 1956, relating to prepa-
ration of the balance-sheet and profit and loss account shall, in the case
of a banking company, be the period ending with the last working day
of the year immediately preceding the year in which its annual general
meeting is held.

Clause 23.—This clause seeks to amend section 35B of the Banking
Regulation Act, 1949, so as to make the Reserve Bank’s approval neces-
sary for any change in the maximum permissible number of directors
of a banking company. It also seeks to remove the existing dual control
in regard to the managerial remuneration in the case of a banking com-
pany, one by the Reserve Bank under section 35B of the Banking Regu-
lation Act, 1949 and the other by the Government of India in the circum-
stances mentioned in sub-gection (4) of section 198 of the Companies
Act, 1956. :

Clause 24.—This clause seeks to amend section 36AB of the Banking
Regulation Act, 1949, so as to remove ihe limit on the number of addi-
tlonal directors which the Reserve Bank can appoint under that section.

Clause 25.—Under section 464 of the Companies Act, 1956, as amend-
ed in 1960, the High Court may dispense with the appointment of a
committee of Iinspection. This clause seeks to make consequentia)
amendments to section 42 of the Banking Regulation Act, 1949.

Clause 26.—In additlon to making some textual changes in section 45
of the Banking Regulation Act, 1949, this clause sceks to amend:

(1) sub-section (8) of the aforesaid section so as to make it clear
that the scheme of amalgamation of one banking company with any
banking institution shall also be binding on the trustees or other per-
sons managing, or in any other manner connected with, any provi-
dent fund or other fund maintained by any such companhy or the
transferee bank; '
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(1) sub-sectlon (15) of the sald section with a view to confining
the scope of the definition of the term “banking institution” to any
banking company, State Bank of India, a subsidiary bank or a cor-
responding new bank; and

(iit) the said section by adding an Explanation thereto so as to
avold a claim by an employee of the transferor bank that he should
be given in the transferee bank the same “rank or status” as he had
in the transferor bank at the time of amalgamation.

Clauses 27 and 28.—These clauses seek to amend respectively section
45A and section 45J of the Banking Regulation Act, 1949, so as to replace
the reference to Code of Criminal Procedure, 1898, by a reference to the
Code of Criminal Procedure, 1973,

Clause 29.—This clause seeks to amend section 455 of the Banking
Regulation Aect, 1949 so as to replace the reference to Chief Presidency
Magistrate or the District Magistrate by a reference to Chief Metropoli-
tan Magistrate or the Chief Judicial Magistrate respectively. These
amendments are necessitated by the coming into force of the Code of
Criminal Procedure, 1973.

Clause 30.—This clause seeks to insert new sections 45Y, 45Z, 45ZA,
457B, 45ZC, 45ZD, 457ZF. and 45ZF in thc Banking Regulation Act, 1949,
based on the recommendations of the Banking Commission, so as—

(i) to empower the Central Government to frame rules specifying
the periods of preservation of various types of records such
ag books, accounts and documents required to be maintained by a
banking company as also of the different instruments paid by it (zec-
tlon 45Y);

(i1) to enable a bank to return at the request of a customer (in-
cluding Government Departments and statutory corporations) a paid
instrument, before the prescribed preservation period, only after
making and keeping in the bank’s possession a true copy thereof
made by mechanical processes (section 45Z);

(iti) to empower a bank to make payment fo the nominee of a
depositor of the amount to his credit, in the event of the latter’s death
(section 45ZA);

(iv) to protect a bank against any claim of the third party to the
deposgit (section 45ZB);

(v) to enable a bank to return the articles kept by a person in
the bank’s safe custody to the nominee or the person appointed
under sub-section (2) of new section 457C in the event of the death
of the person leaving the articles in safe custody, after making
inventory of the articles in the manner directed by the Reserve
Bank, the inventory being signed by the person receiving the arti-
cles (section 457.C);

(vi) to protect a bank against any claim, to any articles, rflade by
any person other than the person who placed the article in safe
custody with the banking company (section 45ZD);
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(vil) to enable a bank to release the contents of a safety locker
to the nominee or survivor of the hirer of such locker in the event
of the death of the hirer, by making an inventory of the contents ot
a safety locker in the manner directed by the Reserve Bank, the
inventory being signed by the nominee or the survivor as also o
protect the bank against any liability for so releasing the contents
of the locker (section 45ZE);

(viii) to protect a bank against any claim to the contents of a
safetv locker. made by any person other than the hirer (or his nomi-
nee) of such locker who placed the articles in the safe custody
with the banking company (section 45ZF).

Clause 31.—This clause seeks to substitute sub-section (4) of section
46 of the Banking Regulation Act, 1949, so ag to make a failure to comply
with any term contained in, or condition imposed by, any order, rule or
direction, and a failure to carry out the terms of an amalgamation sanc-
tioned under section 45, as offences punishable under gsection 486,

Clause 32.—This clause seeks to amend section 47 of the Banking Regu-
lation Act, 1949, consequent on the coming into force of the Code of
Criminal Procedure, 1973.

Clause 33.—This clause seeks to amend section 51 of the Banking Regu-
lation Act so as: ‘

(1) to make the prohibition contained in section 20 thereof against
making advances to companies having a common director, inapplicable
to advances by the public sector banks to companies in which the
Central Government or the Reserve Bank or a Corporation owned by
that bank holds 40 per cent. or more of the paid-up capital;

(%) to extend the statutory protection given by clause (¢) of the
proviso to section 51 thereof also to an officer who may be nominated
on the Board of a corresponding new bank or a Regional Rural Bank
or of a banking company and also to an officer of a corresponding
new bank or a Regional Rural Bank or a subsidiary bank who may
be nominated on the Board of another bank; and

(#1) to provide that a rule or direction made under the Act ghall
also apply to the State Bank of India, any corresponding new bank,
a Regional Rural Bank and a subsidiary bank.

Other amendments proposed to be made by this clause are of a con-
sequential nature.

Clause 34—This clause seeks to amend gection 52 of the Banking Regu-
lation Act, 1949, so as to provide for laying of rules made by the Central
Government under the aforesaid Act before each House of Parliament, The
amendment also seeks to dispense with the condition of previous publica-
tion of the rules to be framed under this section.

Clause 35-—Section 56 of the Banking Regulation Act, 1949. specifles
the modifications to certain sections of the Act in their application to
co-operative banks, This clause deals with the modifications of the
relevant sections as a result of the proposed amendments to the Banking
Regulation Act. The important modifications are:
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(i) the proviso proposed to be substituted for the existing pro-
viso to section 8 (relating to prohibition of trading) provides that the
period for completing any business referred to in that section will
be extended only up to the expiry of one year from the commence-
ment of the amending legislation,

(i) the proviso proposed to be substituted for the second pro-
viso to seclion 9 empowers the Reserve Bank to extend the period
¢f seven years for disposal ol non-banking assets of a co-operative
bank, if the Reserve Bank is satisfied that such extension would be
in the interests of the depositors of the co-operative bank.

(i) a new section—section 24A—is proposed to be inserted
empowering the Reserve Bank to exempt, by notification, any co-
operative bank or class of co-operative banks from the applicability
of the whole or any part of the provisions of gection 18 or section 24
of the Act with reference to all or any of the offices of such co-opera-
tive bank or co-operative banks or with reference to the whole or
any part of the agssets and liabilities of such co-operative bank or
cp-operative banks and for such period and subject to such conditions
as may be specified in the notification.

(iv) clause (d) of sub-section (1) of section 36 is proposed to
be substituted by a new clause which would enable the Regserve Bank
to depute one or more of its officers to watch the proceedings at any
meeting of the Board of Directors of a co-operative bank or to
appoint its officers to observe the manner in which the affairs of the
co-operative bank or its offices or branches are conducted and make
a report thereon,

Clause 36.—This clause seeks to insert a new section 35A in the State
Bank of India Act, 1955, with a view to providing certain protection to
directors appointed by ‘the State Bankion 'the boards of companies assisted
by it against prosecution as a regult of non-compliance with the provisions
contained in the Companies Act, 1936, or any other law or the Memorandum
or Articles of Agsociation, It further seeks to provide that such a director
shall hold office during the pleasure of 'the State Bank and may be removed
by it. Further, such a director will not incur any obligation or liability by
reason only of his being a director or foxr anything done or omitted to be
done in good faith in the discharge of his duty as a director.

Clause 37.—In addition to making some textual changes in section 40
of the State Bank of India Act, 1955, this clause secks to amend thalt section
S0 as:

(1) to dispense with the period within which the accounts of the
bank are 1o be submitted to the Central Government and the Regerve
Bank; and

() to provide for laying before each House of Parliament the
auditors’ report and the report on the working and activities of the
State Bank of India, as is done in the cage of the nationalised banks.

Clause 38—The amendment to section 42 of the State Bank of India
Act, 1955, is consequential to the amendment proposed to section 40 of
the Act by clause 37,
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Clause 39.—This clause seeks to amend section 43 of the State Bank
of India Act, 19455, so as to empower the Central Board of the Bank to
delegate by general or special order the powers to the officers of the Bank.

Clauses 40 and 41.—These clauses seek to amend section 49 and section
v0 respectively of the State Bank of India Act, 1955, so as to provide for

laying of rules and regulations made under the aforesaid Act_ before each
House of Parliament.

Clause 42,—This clause seeks to insert a new section 38A in the State
Bank of India (Subsidiary Banks) Act, 1959 (on the lines of new section
35A proposed to be inserted in the State Bank lof India Act,'1955, by clause
36) with a view to providing certain protection to directors appointed
by a subsidiary bank on the boards of companies assisted by it against
prosecution as a result of non-compliance with the provisions contained
in the Companies Aect. 1956 or any other law or the Memorandum or
Articles of Association. It further seeks to provide that such a director
shall hold office during the pleasure or the subsidiary bank and may be
removed by it. Further, such a director will not incur any obligation or
liability by rcason only of his being a director or for anything done or
omitted to be done in good faith in the discharge of his duty as a director.

Clause 43.—This clause seeks to make some verbal amendments to sec
tion 43 of the State Bank of India (Subsidiary Banks) Act, 1959 and also to
provide for the auditors’ report and the report on the working and activi-
‘ies of a subsidiary bank being laid before each House of Parliament.

Clause 44.—The amendment to section 44 of the State Bank of India
(Subsidiary Banks) Act, 1959 is consequential to clause 43.

Clause 45.--Thig clause seecks fo amend section 53 of the State Bank
of India (Subsidiary Banks) Act, 1959, with a view to providing that the
officer nominated by the State Bank as a director of its subsidiary bank
shall not incur any obligation or liability by reason only of his being a
director or for anything done or omitted to be done in good faith in the
discharge of his duty as a director. -

Clauses 46 and 47.—These clauses seek to amend section 62 and section
63 respectively of the State Bank of India (Subsidiary Banks) Act, 1959,
so as to provide for laying of rules'and regulations made under the afore-
said Act before each House of Parliament.

Clause 48 —This clause seeks to amend the deflnition of the term
“pbanking company” in clause (b) of section 2 of the Deposit Insurance
and Credit Guarantee Corporation Act, 1861 by omitting the expression
“and any other banking institution notified under section 51 of the Bank-
ing Regulation Act, 1949”. ‘This clause also seeks to amend the definition
of the term ‘‘insured bank’ in clause (i) of that section so as to include
therein “a corresponding new bank”, with retrospective effect from the
1st July, 1971, since clause (i) of section 2, as substituted by the Deposit
Insurance Corporation (Amendment) Act, 1968 which came 1n§o force
from the 1st July, 1971 did not include a reference to corresponding new
banks. This clause also makes amendments consequent on clause 33.
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Clause 49.— This clause seeks to amend sub-section (2) of section 6
of the Deposit Insurance and Credit Guarantee Corporation Act, 1961
with a view to providing that the additional directors appointed under
section 6(1) (e) of the Act shall hold office for a term not exceeding four
years as may be specified by the Central Government. Further, it seeks
to amend sub-section (3) of section 6 of the Act so as to provide that
2 director nominated by Central Government under clause (e) of sub-
section (I, of section 6 shall not be capable of being nominated as a
director in the circumstances indicated in sub-section (3). It further seeks
to insert a new sub-section (5) so as to provide that the seat of a direc-
for nominated under sub-section (1) (e) of section 6 shall become vacant
in specified circumstances.

Clause 50.—The amendment is consequential to clause 33.

Clause 51.—This clause seeks to amend section 13(2) of the Deposit
Insurance and Credit Guarantee Corporation Act, 1961 so as to omit
the reference to clause (b) in that section on the ground that the provi-
sions of section 22 of the Banking Regulation Act, 1949, are not appli-
cable to the corresponding new bank wvide section 51 of that Act.

Clause 52.—This clause seeks to make textual changes in sub-section
(2) of section 32 of the Deposit Insurance and Credit Guarantee Clor-

poration Act, 1961,

Clause 53.—This clause seeks to amend section 50 of the Deposit
Insurance and Credit Guarantee Corporation Act, 1861, so as to provide
for laying of regulations made under the aforesaid Act beford each
House of Parliament.

Clause 54 —This clause seeks to make textual changes in section 3
of the Banking Companies (Acquisition and Transfer of Undertakings)
Act, 1970,

Clause 55—This clause seeks to insert a new section BA in the Bank-
ing Companies (Acquisition and Transfer of Undertakings) Act, 1970 (on
the lineg of new section 35A proposed to be inserted in the State Bank
of India Act, 1955, by clause 36) with a view to providing certain pro-
tection to directors appointed by a nationalised bank on the boards of
companies assisted by it against prosecution as a result of non-compliance
with the provisions contained in the Companies Act, 1956 or any other
law or the Memorandum or Articles of Association. It further seeks to
provide that such a director shall hold office during the pleasure of the
nationalised bank and may be removed by it. Further, such a director
will not incur any obligation or liability by reason only of his being a
director or for anything done or omitted to be done in good faith in the
discharge of hig duty as a director,

Clause 56.—This clause seeks to insert a new sub-section in section 9
of the Banking Companies (Acquisition and Transfer of Undertakings)
Act, 1970 so as to specifically provide that a scheme made under section
9(2) (c¢) of that Act shall be binding on the creditors, depositors, em-
ployees and other persons affected by it. This clause further seeks to
incorporate a definition of the term “banking institution” in the said
section on the lines of definition in sub-gection (15) of section 45 of the
Banking Regulation Act, 1949, as proposed to be amended by clause 26.
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Clause 57.—This clause seeks to introduce two “Explanations” in sec-
tion 10 of the Banking Companieg (Acquisition and Transfer of Under-
takings) Act, 1970 on the lines of the corresponding provisions in the
Companies Act, 1956 dealing with the scope of the auditors’ reports in
the matter of certifying that the balance-sheet exhibits a true and fair
view of the affairs of the nationalised bank concerned. This clause fur-
ther seeks to insert new sub-section (7A) in section 10 so as ‘to rationa-
lise the existing arrangements regarding the furnishing of its annual
balance-sheet and accounts together with the auditors’ report and the
annual report on its working and activities by each nationalised bank
to the Central Government and to make textual changes in sub-gsection.
(8) of the said section, It also seeks to insert new sub-section (8) in
seetion 10 of the Act so as to empower the Central Government to appoint,
at any time, such number of auditors as it thinks fit to examine and
report on the accounts of a nationalised bank.

Clause 58.—This clause seeks to amend section 19 of the Banking
Companies (Acquisition and Transfer of Undertakings) Act, 1970 so as
to provide for the laying of regulations made by the Board of Directors
of a corresponding new bank under the aforesaid Act before each House
of Parliament.

Clause 59.—This clause seeks to amend sub-sections (1) and: (2) of
section 19 of the Regional Rural Banks Act, 1976 so as to vest the power
of approving the appointment of auditors of a regional rural bank and
fixation of their remuneration, in the Reserve Bank instead of in the
Central Government. It further seeks to amend sub-section (4) of sec-
tion 19 so as to provide that every auditor shall make a report also to
the Central Government.

-

Clause 60.—This clause seeks to amend section 20 of the Regional
Rural Banks Act, 1976, so as to empower the Central Government to
grant extension up to a maximum of sixty days for furnishing the annual
report and' the balance-sheet, etc., to each ghareholder of a regional
rural bank.

Clause 61.—This clause seeks to amend section 30 of the Reglonal
rural Banks Act, 1976, so as to provide that regulations made under the
aforesaid Act shall be placed before each House of Parliament.
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MEMORANDUM REGARDING DELEGATED LEGISLATION

Clause 9 of the Bill seeks to amend the definition of “approved
gecurities” in section 5 of the Banking Regulation Act, 1949, as meaning,
inter alia, such of the securities authorised by the Central Government
under clause (f) of section 20 of the Indian Trusts Act, 1882 ag may be
prescribed by rules made by the Central Government under the Banking
Regulation Act, 1949. This is a matter of detail necessary for the effec-
tive administration of the statutory provisions relating to maintenance
by banks of the requisite percentage of assets.

At present, every bank is required o maintain the liquidity ratio of not
lesg than 25 per cent. of the total of its demand and time liabilities under
gection 24(2A) (a) of the Banking Regulation Act, 1949. Clause 21 of the
Bill and clause 35, as applicable to co-operative societies, seek to amend
that section so as to empower the Reserve Bank to increase the said ratio
from the present statutory minimum limit of 25 per cent. up to a limit nob
exceeding 40 per cent, as may be specified by the Regerve Bank in the
notification,

Clause 30 of the Bill seeks to insert a new section 45Y in the Banking
Regulation Act, 1949, which empowers the Central Government, after
consultation with the Reserve Bank, to make rules specifying ‘the periods
for which Jbanks shall preserve and keep their books of accounts and
other documents as well as different instruments paid by them. Diffe-
rent periods may have to be fixed for different types of records, depend-
ing upon the nature of each record, and keeping in view the needs and
practical difficulties of the banks, and usefulness in connection with
tax and other regulatory proceedings. It is not possible to visualise at
this stage as to what should be the various minimum periods for pre-
servation of various records.

This clause further seeks to insert new sections 45ZA, 457C and 45ZE
In the Banking Regulation Act, 1849, in pursuance whereof, the deposi-
tors of banksg, persong leaving articles in safe custody with banks, and
hirers of safety lockers from bank, are given the right of nomination in
the manner prescribed under rules made by the Central Government
under the said Act. The nomination so made can also be varied or can-
celled in the prescribed manner.

Clause 35 of the Bill seeks to insert a new section 24A as applicable
to co-operative societies for empowering the Reserve Bank to exempt,
by notification, any co-operative bank or class of co-operative banks from
the applicability of the whole or any part of the provisions of section 18
or section 24 of the Act, with reference to all or any of the officeg of such
co-operative bank or co-operative banks, or with reference to the whole
or any part of the assets and liabilities of such co-operative bank or co-
operative banks, and for such period and subject to such conditions as
may be specified in the notification. This i{s a matter relating to imple-
mentation of policy, in suitable cases.
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Clause 38 of the Bill seeks to amend section 43 of the State Bank
of India Act, 1955 so as to provide for delegation of powers to 'the officers

of the Bank also by general or special orders made by the Central Board
of the Bank,

The matters in respect of which an authority is empowered to issue
any authorisation, notification or order or to make rules relate to
matfers of procedure and administrative detail. It {3 not practicable to
provide for them in the relevant enactment. The delegation of legisla-
tive power Is, therefore, of a normal character,
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BiLL No, 172 or 1978

. A Bill 1o authorise payméni and appropriation of certain Juriher sums
from and out of the Consolidated Fund of India for the services of the
financial year 1978-79.

Bk it enacted by Parliament in the Twenty-ninth Year of the Republic
of India as follows:—

1. This Act may be called the Appropriation (No. 5) Act, 1978.

2. From and out of the Consolidated Fund of India there may be paid
and applied sumg not exceeding those specified in column 3 of the Sche-
"dule amounting in the aggregate to the sum of eleven thousand elght
hundred and sixty crores, seventy-four lakhs and fifty-five thousand
rupees towards defraying the several charges which will come in the
“course of payment during the financial year 1978-79, in respect of the
services specified in column 2 of the Schedule.

3. The sums authorised to be paid and applied from and- out of the
-Consohdated Fund of India by this Act shall be appropriated for the

ser\nces and purposes expressed in the Schedule in relation to.the said
year.

Shorf
title,

Issue of
Rs_ 11,860,
74,585,000
out of the
Consgoli-
dated
Fund of
India for
the year
1978-70.

Appro-
priation
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" THE SCHEDULE
(See sections 2 and 3)

I ] 3
No. of s Sums Dot exoceding
0. o ervices and purposes’ —
Vote ' Voted by , Charged on Total
Parliament f the
Consolidated
Fund
2 | Agriculture . . Revenue | 41,19,00,000 . 41,19,00,000
Capital 202, 15,00,000 25,00,00,000 227, 15, 00,000
6 | Department of Food , Revenue . 2,40,80,000 2,40,80,000
12 | Foreign Trade and Ex-
port Production . Revenue | 87,00,00,000 . 84,00,00,000
18 Capital Outlay on Posts
. and Telegraphs . Capital 5,000 © 63,000 68,000
2g | Power Development . Capital 19,00,00, 000 . 19,00,00,000
33 | Customs . . Revenue | 1, 11,49,000" . 1,11,49,000
Capital %1,00,000 51,00,000
41 \ Traosfers to State and
Union Territory Go-
vernraents . . Revenue | 73,56,65,000 . 75,56,65,000
Capitul o 274:43,35,000 274, 43,3% 000
42 | Other Expenditure of
the nMinistry of Fin-
ance . . . Revenue 1,000 1,000
Clapital 54%,26,00,000 . 5%,26,00,000
| S
CHARGED-—-Reparment of '
Dbt . . . Capital . 11,000,00,00,000| 11,000,00,00,000
3% | Andaman and Nicobar
Islands . . . Revenue o F¢,000 4,000
59 | Industrles . . . ani;ql 11,00,00,000 . 11,00,00,000
60 | villags and Small In- ' :
- distries . © ") . Revenue 1,000" 1,000
6t | Textiles,  Handloom
“ 1 and Mandicrafis Revenue | 26,00,00,000 . aG,oo_,_ngo
_ Capital 3:33,00,000. | .. 3,33,00,000
63 | Information and Publi- '
city, . . . Revenue 1,000 .e 1,000
68 | Administration of Justice Revenae . " 486,000 4,686,000
7t | Chem and  Fertilin :
nt‘r’lkﬁ]ﬁmtﬁei - Revennye 1,000 . 1,000
i Caphal nooss | .. 1ode
)
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1 2 3
Susmsnot.exceeding
No. of Services and purposes —
Vote Voted by ged on the
© Parllament 1} Total
‘ Fumd.
Ras. Ra. Rs.
97 | Ports, Lighthouses and
Shipping . . Revenue 19,71,31,000 19,71,31,000
Capital 2,91,00,000 2,91,00,000
79 { Department of Steel . Revenue 4,00,00,000 %7,00,00,000
Capital 1,000 1,000
81 ! Mines and Minerals Revenue . 45,000 43,000
] Capital %,50,01,000 SR 5,50,01,000
g0 | Public Works Caplaal ' 1,000 1,000
92 | Howing and Urban i
Development . . Capital 1,000 L e 1,000
103 | Department of Space . Revenue 32000 4,000
ToraL 558,84,59,000 [11,301,89,96,000|11,860,74,55,000
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STATEMENT OF OBJECTS AND REASONS

This Bill f§ intraduced in pursuance of article 114(1) of the Consti-
tution of India, read with article 115 thereof, to provide for the appro-
priation out of the Consolidated Fund of India of the moneys required to
meet the supplementary expenditure charged on the Consolidated Fund
of India and the grants made by the Lok Sabha for expenditure of the
Central Government, excluding Railways, for the financial year 1978-78.

H. M. PATEL.

PRESIDENT'S RECOMMENDATION UNDER ARTICLE 117 OF
THE CONSTITUTION OF INDIA

[Copy of letter No. F.5(33)-B (SE) /78, dated the 30th November, 1878
from Shri H. M. Patel, Minister of Finance to the Secretary, Lok Sabha.]

The President, having been informed of the subject matter of the pro-
posed Bill to authorise payment and appropriation of certain further
sums from and out of the Consolidated Fund of India for the services of
the year ending on the 31st day of March, 1978, recommends the introduc-
tion of the Appropriation Bill, 1978 in the Lok Sabha and also recom-
mends to the Sabha the consideration of the Bill under article 117 (1)
and (3) of the Constitution read with article 115(2) thereof.

2. The Bill will be introduced in Lok Sabha after all the Supplemen-
tary Demands for Grants for 1978-79 have been voted.

AVTAR SINGH RIKHY,

Secretary.
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