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LOK SABHA

The following Bill was introduced in Lok Sabhy on the 5th December,
1983:-—

BiLL No, 129 or 1983

A Bill 10 provide Jor the obligation of public financial institutlons as to fidelity
and secrecy.

Br it enacted by Parliament in the Thirty-fourth Year of the Republic
of India as follows:—

L. This Act may be called the Public Financial Institutions (Obligation fit[(:..t
as to Fidelity and Secrecy) Act, 1983,
. “ . e h v e ye Defini-
2. (1) In this Act, “public financial institution” means— fion.

(@) the Industrial Credit und Investment Corporation of Tndia

7 of 1913. Limited, a compuny formed and registered under the Indian Companics
Act, 1913;
Lot 1956, (b) the Industrial Reconstruction Corporation of India  Limited, a

company formed and registered under the Companies Act, [956; or

I of 1956, (¢) any other institution, being a company ag defined in section 617
of the Companies Act, 1956 or a company to which the provisions
of section 619 of that Act apply, which the Central Government may,
having regard to the nature of the business carried on by such institution,
by notification in the Official Gazette, specify to be a public financial
institution for the purposes of this Act.

(1)
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(2) Every notification issued under clause (c) of sub-section (1) shall,

as soon as may be, aler it is issued, be laid before each House of Par-
liament.

J. (1) A public financial institution shall not, except as otherwise
provided in sub-scction (2) or in any other law for the timc being in force,
divulge any inlormation relating to, or to the aflairs of, its constituents
except in circumstances in which it is, in accordanze with the law or practice
ana usage, cuslomary among bankers, necessary or appropriate for the public
financial institution to divulge such infrrmation,

(2) A public financial institution may, for the purposc of cfficient dis-
charge of its functions, collect {rom, or [urnish to,—

(a) the Central Governmgnt, o1

(b) 'the Stute Bank of Indig consitoted under scetion 3 of  the
State Bank of India Act, 1955, any subsidiary bunk within the meaning
of the State Bank of Ind (Subsidiary Banks) Act, 1939, any co.respond-
ing new bank conctituted upder section 3 of the Banking Companies
(Acquisition and Transfer of Undertakings) Act, 1970 or under sccdon
3 of the Banking Companies (Acquisition and Transfer of Undertokings)

Act, 1980, any other schzduled bank within the meaning of the Rescrve
Bank of India Act, 1934; or

23 of 1955,
38 of 1959.

5of 1970.

40 of 1980.

2 of 1934.
(¢) any other public financial institution,

such credit information or other information as i* may consider uscful for the

purpose, in such manner and at such time as it may think fit.

Explanation—For the purposes of this sub-section, the expression “credit
information’ ghall have the same meaning as in clause (¢) of section 45A of 20f1934.
the Reserve Bank of India Act, 1934 subjcct to the modification that the bank-
ing company referred to therein shall mean a bank referred to in clause (h)
of this sub-section or a public financial institution.

4, Tivery dircctor, member ol any commitiee, auditor or officer or

any other cmployce of a public (inancial jnstulion to which this Act applies,
shall,—

(a) before entering upon his duties; or

(b) where he has entcred upon his duties as such before the date
on which this Act became applicable to such institution, within thirty
days from the date on which this Act became aupplicable to such institution,

make a declaration of fidelity and secrecy in the form set out in the Schedule
to this Act.

5. In the Tndustrial Finance Corporation Act, 1948, —

(a) section 39 shall be re-numbered as  sub-section (3) thereof

and before sub-scction (3) as so te-numbered, the following sub-sectinns
shall be inserted, namely:—

‘(1) The Corporation shall not, cxcept as otherwise required
by this Act or any other law for the time being in force, divulge
any information relating to, or to the affairs of, its constituents
excepl in  circumstances ju  which it Is, in accordance with the
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Liw or practice and usage, custoniary among bankers, necessary or
uppropriate for the Corporation to divulge such information.

(2) The Corporation may, for the purpose of efficient dischurge
ot 1 functions under thig Ac, collect hom, or [urnish to—

(¢t) thy Central Govorament;

(b) the State Bunk ol Indiy constituted under section 3

23 of 1955 of the Stalg Bunk of India Act, 1935, any subsidiary bank
wihin ihe mewnmy or  the  Siate Bank of India (Subsidiary
38 of 19%9 Bunks) Act, 1939, any coricsponding new bank constituied

under section 3 o the Banking Companics  (Acquisition and
Transter of  Undediakiogsy Ac, 19700 or under section 3 of
the Banking Congpunies (Acduiciton and Transfer of  Under-
takings)  Act, 1900, tuy other scheduled bank, any State co-
opera ive bavk o the Gevelopmen, Bank,

Sof 197¢

40 of 1980,

such eredit info mation o odwr information as it may consider
uselul for the purpose, in such mawer and ot such time as it may
thule fit.

Lxplanation.—Tor the pwpases ol this sub-scction, the ex-
pression “credit indoumation” ghull huve the samiz meaning a, 1n
clause (¢) of section 45A of the Rescrve Bank of India Act, 1934
subject to the modification that the bunking company referred to
thercin shall mean a bank referred to in clause (b)) of this  sub-
~ection.”;,

. of1934,

(b)Y in the Schedule, for the brackets, words and figures *(See
section 39)", the brackets, words and figures “[Ser section 39(3)71" shall
be substiuted.

0. Tn the State Financial Corporations Act, 195],—

(a) scction 40 shall be re-pumbered ax sub-gection (3) thereof, and
betore sub-section (3) as sp re-numbcered, he following sub-section, shall
be inscrted, namely:—

‘(1) The Financial Corporation shall not, except as otherwise
required by this Act or any other law for the time being in foree,
divulge any information relaing (o, or to the affaits of. its
constituents except in circumstances in which it is. in accordance
with the law or practice and nsage, customary among bankers, neces-
sary or appropriate for the Financiol Corporation tn  divalge such
jnformation.

{2) The Financial Corporation may. for the purpose of wilicient
discharoe of ite functions under this Act, collect from_ or furnish {o—

(@) the Central Government;

23 of 1955. (b) the State Bank of India coumstituted under section 3
of the Statc Bank of Tndia Act, 1955, any subsidiary bank
within the meaning of the State Bonk of India (Subsidiary Baoks)
Act, 1959, any covrespondinr  new  bank  constituted under
section 3 of the Bankine Companies (Acquisifion and Transfer

38 of 1959.
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of Undertakings) Act, 1970 or under section 3 of the Banking
Companies (Acquisition and Transfer of Undertakings) Act,
1980, any other scheduled bank, any State cooperative bank or
the Development Bank,

such credit information or other information as it may consider

usefu) for the purposc, in such manncer and at such time ag it may
think fit.

Lxplanatic v.—-tor the purposcs of this sub-Section, the expres-
sion ‘‘credit intormation” -hall have the same meaning as in clause
(c) of section 15A of the Rescrve Bank of India Act, 1934 sabject
to the modification that the banking company referred to therein
shall mean a bunk reterred to in clause (b) of this sub-section.”;

(b) in the Schedule, for the brackets, words and figures *(Sec
scetion 40)™, the brackets, words and figures “[See section 40(3)]" shall
bz substituted.

THE SCHEDULE
(See section 4)
DrclaraTioN OF FIDELITY AND SECRECY

L . do hereby declare that
I wil} faithfully, truly and to the best of my skil] and ability, execute and
purfoim the duies required of me as director, member of any Committee,
awditor,  officer or  other cmployee  (ag the cagse may be) of the
* and which properly rclate to the oflice

or position held by me in, or in relation to, the

LY

I further declare that I will not communicatc or allow to be communicated
10 any person not legally entitled thereto any information relating to the affairs

of the * or to the affairs of any person
having any dealing with the * nor will 1
allew any such person to inspect. or have access to, any books or documents
belnnging to, o1 in the possession of, the ®
and 1 clating to thg business of the * or the
bu~iness of any person having uny dealing with the "
“ioned before me.
Signafure.

ete in-oil the mame of the public  financial institution concerned.

5ef 1970,

49 of 1980,

2 of 1934,
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STATEMENT OF OBJECTS AND REASONS

The duty of bankers as to secrecy concerning their customers’ affairg ariscs
out of their contractual relationship and it has been universally accepted as u
customary usage in banking and has also been recognised in law. The various
enactments providing for the cstablishment of public sector financial institutions
contain provisions in respect of this obligation as to fidelity and secrecy. Tt
is considered appropriate to make similar statutory provisions with respect to
companies functioning as public financial institutions.

2. This opportunity is proposed to be availed of to make the provisions
as to the obligation of secrecy and fidelity contained-in the Indastrial Finance
Corporation Act, 1948, and the State Financia] Corporations, Act, 1951, more
comprehensive.

3. The Bill seeks (o achicve the above objects.

NEw DELHI; PRANAB MUKHERIJEF:.
The 18th November, 1983.

AVTAR SINGH RIKHY.

Secretary.
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