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MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS
(Legislative Department)

New Declhi, the 12th January, 1984|Pausa 22, 1905 (Saka)

The following Act of Parliament received the assent of the President on
the 12th January, 1984, and is hereby published for general information:—

THE BANKING LAWS (AMENDMENT) ACT, 1983
No. 1 orF 1984

[12th January, 1984]

An Act further 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 Deposit Insurance and Credit

uarantee Corporation Act, 1961, the Banking Companies
(Acquisition and transfer of Undertakings) Act, 1970, the Regio-
nal Rural Banks Act, 1976 and the Banﬁing Companies (Acquisi-
tion and Transfer of Undertakings) Act, 19803

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

CHAPTER 1
PRELIMINARY
1. (1) This Act may be called the Banking Laws (Amendment) Act, Short
1983. 5 title and

commern-
(2) It shall come into force on such date as the Central Government cement,
may, by notification in the Officlal Gazette, appoint, and different dates
may be appointed for different provisions of this Act, and any reference
in any provision fo the commencement of this Act shall be construed as
a reference fo the coming into force of that provision
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CHAPTER [1
AMENDMENTSs TO THE BANKERS' Books EVIDENcE AcT, 1891

2. In the Bankers’ Books Evidence Act, 1891,—
(a) in section 2,—

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

‘(4) “legal proceeding” means,—

(i) any proceeding or inquiry in which evidence is
or may be glven,;
(i#t) an arbitration; and
(#i) any investigation or inquiry under the Code of
Criminal Procedure, 1973, or under any other law for
the lime being in force for the colleclion of evidence,
conducted by a police officer or by any other person
(not being a magistrate) authorised in this behalf by a
magistrate or by any law lor {he time being in force;';
(ii) in clause (&), for ithe words “such certificate being
dated and subscribed by the principal accountant or manager of

the hank with hiz name and official title”, the following shall
be substituted, namely:-—

“and where the copy was obtained by a mechanical or
other process which m ilscif ensured the accuracy of
the copy, a lurtuer cor.iticate to that effect, but where
the book from waich such copy was prepared has been
destroyed in the usual course of the bank’s business after
the dute on whica the copy had been so prepared, a
further cerluicate to lhau citecl, each such certificate
being dated and subscribed by the principal accountant
or manager of the bank with his name and official
title™;

(b) after section 7, the following gection shall bhe inserted,
namely; —

‘8. In the applicalion of seciions 5, 6 and 7 to any investi-
gation or inquiry referred to in sub-clause (#i) 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 the rank of a Superintendent of
Police as may be specified 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 DANK oF Inpia AcCT, 1934

3. In section 17 of the Reserve Bank of India Act, 1934 (hereafter
in this Chapter referred to as the Reserve Bank Act), in clause (4B), in
the proviso, for the words “three crores of rupees”, the words “fifteen
crores of rupees” shall be substituted.

2 of 1074.

2 of 1934,
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4. In section 33 o wn sict, m osub clause (a) of clause
(1) of sub-section (6), fuor t! 2+ o 1 “notifird”, the word “approved” shall
be substituted.

5. In seclion 40 of the Re rmrve Bank Act in the Explanation, for the
words and figures “Formvign YMne onoe Regulaton Act, 19477, the words
and figures “Foreign E~c ~ave I~gulation Act, 1973”7 shall be substituted.

6. In section 42 of the Reserve Bank Act,—

(a) in the Explanetroa -~ sub-section (1),—

(%) in clause (), for the words “of a week”, the words “of a
fortnight” shall ko sihstituted,;

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

“(b) “fortnight” shall mean the period from Saturday to
the secord following Fridav, both days inclusive;’;

(iit) in clause (c),—

(4) in suh-clavse (i1i), after the words “State Govern-
ment”, {be wo s and figures “or from the National Co-
operative Development Corporation established under the
National Co-operative Development Corporation Act, 1962”
shall be inserted;

(B) after sub-clauce (iv), the following sub-clause shall
be ingerted, namely:—

“(v) in the case of a Regional Rural Bank, also any
loan talken by snch bank from its Sponsor Bank;”:

(fv) In clauce (d), after sub-clause (iii), the following sub-
clause shall be inserted, namely:—

“(itia) a corresponding new bank constituted by section

3 of the Bankine Companies (Acquisition and Transfer of
Undertakings) Act, 1980;”:

() in clouse (e, after sub-clause (iit), the following sub-
clause shall be inserted namelv'—

“(itia) a corresponding new bank constituted by section 3
of the Banking Companies (Acquisition and Transfer of
Undertakings) Act 1980:”;

(b) to sub-scct'on (14), the following proviso shall be added,
namely: -

“Provided that the Bank mav, by a separate notification in
the Gazette nf Tndia enarify different dates in respect of a bank
subsequently  includ~d in the Second Schedule”.;

(c) after sub-sectirm (IB) the following sub-gsection shall be
inserted, namely:—

“(1C) The Bank rpv  for the pirposes of this section,
specify from time t~ time with reference to any transaction or

class of traneartiama that ench transoetion or transactions shall
be regarded as Nohili'v in ™ndia of g scheduled bank, and if any
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question arises as to whether any transaction or class of tran-
sactions shall he regarded, for the purposes of this section, as
Hability in India of a scheduled bank, the decision of the Bank
thereon shall be final.”;

(d) 1n sub-section (2),—

(#) for the words “at the close of business on each Friday,
and every guch return shall be sent not later than five days
after the date to which it relates”, the words “at the close of
business on each alternate Friday, and every such return shall
be sent not later than seven days after the date to which it
relates” shall be substituted;

(i) in the second proviso, after the words “Provided
further that where”, the words “such alternate” shall be inserted;

(itl) for the third proviso, the following proviso shall be
substituted, namely: -

“Provided also that where the Bank 1i5 satisfled that
the furnishing of a fortnightly return under this sub-section
{s impracticable in the case of any scheduled bank by reason
of the geographical position of the bank and its branches, the
Bank may allow such bank—

(#) to furnish a provislonal return for the fortnight
within the perlod aforesald to be followed by a flnal
return not later than twenty days after the date to which
1t relates, or

(i) to furnish in lieu of a fortnightly return a month-
ly return to be sent not later than twenty days after the
end of the month to which it relates giving the details
specifled in this sub-section in respect of such bank at the
close of business for the month.”;

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

“(24) Where the last Friday of a month is not an alternate
Friday for the purpose of sub-section (2), every scheduled bank
shall send to the Bank, a special return glving the details specified
in sub-section (2) as at the close of business on such last Friday
or where such last Friday is a public holiday under the Nego-
tlable Instruments Act, 1881 as at the close of business on the
preceding working day and such return shall be sent not later
than seven days after the date to which it relates.”;

(f) in sub-gections (3) and (34), for the word “week” wherever
1t occurs, the word “fortnight” shall be substituted.

7. In section 43 of the Reserve Bank Act, for the word “week”, the
word “fortnight” shall be substituted.

8. In section 45H of the Reserve Bank Act, for the words and figures
“a banking institution notified under section 51 of that Act”, the words,
brackets, letters and figures “a corresponding new hank as defined in
clause (da) of section 5 of that Act or a subsidiary bank as defined in
the State Bank of Tndia (Subsidiary Banks) Act, 1959” shall be
substituted.

26 of 1881,

38 of 1909.
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9. In section 451 of the Reserve RBank Act,—

(i) 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,—

(i) amounts raised by way of share capital;

(ii) amounts contributed as capital by partners of =«
firm;

(iii) amounts received from a scheduled bank or a co-
operative bank or any other banking company as deflned in
10 of 1949, clause (c) of section 5 of the Banking Regulatien Act, 1948;

(iv) any amount received from,—
(a) the Development Bank,
(b) a State Financial Corporation,

(¢) any financial institution specifiled in or wunder
sectlon BA of the Industrial Development Bank of India

18 of 1964, Act, 1964, or

(d) any other institution that may be specified by
the Bank in this behalf;

(v) amounts received in the ordinary course of business,
by way of—

(a) security deposit,
(b) dealership deposit,

(c) earnest money, or

(d) advance against orders for goods, properties or
services;

(vi) any amount received from an individual or a firm
or an association of individuals not being a body corporate,

registered under any enactment relating to money lending
which is for the time heing in force in any State; and

(vii) any amount received by way of subscriptions in
regpect of a chit.

Explanation I.—“Chit” has the meaning assigned to it in

40 of 1982. clause (b) of section 2 of the Chit Funds Act, 1982,

Explanation II.—Any credit given by a seller to a
buyer on the sale of any property (whether movable or
immovable) shall not be deemed to be deposit for the pur-
poses of this clause;’;

Amend-
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(1) in clause (d), the words “, of which the capital subscribed
by ity partners exceeds one lakh of rupees” ghall be omitted;

(1it) in clause (e), for the words “, co-operative society or firm”,
the words “or co-operative society” shall be substituted.

10. 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 IIIB shall have the meanings respectively assigned to

them therein,

458. (1) No person, being an individual or a firm or an unincorpo-
rated association of individuals shall, at any time, have deposits from
more than the number of depogitors specified against each, in the

table below:—

TaBLE

(i) Individual

(i1) Firm

(ii1) Unincorporated
aggociation of
individuals

Not more than twenty-five depositors
excluding depositors who are relatives
of the individual.

Not more than twenty-five depositors
per partner and not more than two
hundred and fifty depositors in all,
excluding, in either case, depositors
who are relatives of any of the part-
ners.

Not more than twenty-five depositors
per individual and not more than two
hundred and Afty depositors in all,
excluding, in either case, depositors
who are relatives of any of the indivi-
duals constituting the association.

(2) Where at the commencement of section 10 of the Banking
Laws (Amendment) Act, 1983, the deposits held by any such person
are not in accordance with sub-gection (1), he shall, before the expiry
of a period of two years from the date of such commencement, repay
such of the deposits as are necegsary for bringing the number of
depositors within the relative limits specified in that sub-section.

Explanation—For the purposes of this section,—

(a) a person shall be deemed to be a relative of another if,

and only if—

(i) they are members of a Hindu undivided family; or
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(i1) they are husband and wife; or

(ii1) the one is related to the other in the manner indi-
cated in the List of relatives below:—

List of Relatives

1. Father. 2. Mother (including step-mother). 3. Son (including step-
son). 4. Son’s wile, 5. Daughter (including step-daughter). 6. Father's
father. 7. Father's mother. 8 Mother’s mother. 9. Mother’s father.
10. Son’s son. 11. Son’s son’s wife, 12. Son’s daughter, 13. Son’s daughter’s
husband. 14. Daughter’s husband, 15. Daughter’s son. 16. Daughter’s son’s
wife. 17. Daughter’s daughter. 18. Daughter’s daughter’s husband.
19. Brother (including step-brother). 20. Brother’s wife. 21. Sister (in-
cluding step-sister) . 22. Sister’s husband;

(b) a person in whose favour a credit balance is outstand-
ing for a period not exceeding six months in any account relating
to mutual dealings in the ordinary course of trade or business
shall not, on account of such balance alone, be deemed to be
a depositor.

45T. (1) Any court having jurisdiction fo issue a search warrant
under theé Code of Criminal Procedure, 1973 may, on an application
by an officer of the Bank or of the State Government authorised in
this behalf stating his belief that certain documents relating to
acceptance of deposits in contravention of the provisions of section
455 arc secreted in any place within the local limits of the jurisdic-
tion of such court, issue 3 warrant to search for such decuments.

(2) A warrant issued under sub-section (1) shall be executed
in  the same manner and shall have the same effect as a search
warrant issued under the Code of Criminal Procedure, 1973.”.

11, In section 58B of the Reserve Bank Act, after sub-section (5), the
following sub-sectiong shall be inserted, namely: —

“(5A) If any person contravenes any provision of section 45S,
he shall be punishable with imprisonment for a term which may
extend to two years, or with flne which may extend to twice the
amount of deposit received by such person in contravention of that
section, or two thousand rupees, whichever is more, or with both:

Provided that in the absence of special and adequate reasons
to the contrary to be mentioned in the judgment of the court, the
imprisunment shall not be less than one year angd the fine shall not
be less than one thousand rupees.

(5B) Notwithstanding anything contained in section 29 of the:

Code of Criminal Procedure, 1973, it shall be lawful for a Metro-
pol.tan Magisirate or a Judicial Magistrate of the firgt class to impose
a sentence of fing in excess of tha limit specified in that section on
any person convicted under sub-section (54).7.
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Am':’di 12. In section 58E of the Reserve Bank Act, to sub-gection (1), the
x&oz following proviso shall be added, namely:—
58E.

“Provided that 1n respect of any offence punishable under sub-
section (5A) of section 58B, a complaint in writing may also be made
by an officer of the State Government, generally or specially authoris-
ed in writing in this bebhalf by that Government.”.

CHAPTER IV
AMENDMENTS TO THE BANKING REGULATION AcT, 1949
Amend- 13. In section 5 of the Banking Regulation Act, 1948 (hereafter in this
ment of Chapter referred to ag the Banking Regulation Act) —
soation
8.

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

‘(a) “approved securlties” means—

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

(i) such of the securities authorised by the Central
Government under clause (f) of section 20 of the Indian
Trusts Act, 1882, as may be prescribed;’;

(b) after clause (d), the following clause shall be inserted,
namely: -~

‘(da) “corresponding new bank” means a corresponding new
bank constituted under section 3 of the Banking Companies
(Acquisition and Transfer of Undertakings) Act, 1970, or under

section 3 of the Banking Companies (Acquisition and Transfer
of Undertakings) Act, 1980;";

(c) after clause (ff), the following clauses shall be insertad,
namely: —

‘“(ffa) “Development Bank” means the Industrial Develop-
ment Bank of India established under section 3 of the Industrial
Development Bank of India Act, 1964;

(fft) “Exim Bank” means the Export-Import Bank of India

established under section 3 of the Export-Import Bank of India
Act, 1981;;

(d) for clause (I), the following clause shall be substituted,
namely: —

‘(1) “Reserve Bank” means the Reserve Bank of Indla
constituted under section 3 of the Reserve Bank of India Act,
1934,

10 of 1949,

2 of 1882,

2 of 1882,

5 of 1970.

40 of 1980.

18 of 1964.

28 of 1081.

2 of 1034,
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(e) clause (nb) and clause (nc) shall be re-lettered as clause
(nd) and clause (ne), respectively, and before clause (nd) as 8o
re-lettered, the following clauses shall be inserted, namely: —

‘(nb) “Sponsor Bank” has the meaning assigned to it in the

21 of 1976. Regional Ruril Banks Act, 1976;

(ne) “State Bank of India” means the State Bank of India
73 of 1955, constiluted under section 3 of the State Bank of India Act, 1955;.

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

15. In seclion 8 ol the Banking Regulation Act, lor the proviso, the following
proviso shall be subastituted, namely:—

“Provided that this section shall not apply to any such business as is
specificd in pursuance of clausc (o) of sub-section (1) of section 6.”.

16. In section 10A of the Banking Regulation Act, after sub-section (2), the
following sub-section shall be inserted, namely:—

10t 1956 “(24) Notwithstunding anything to the contrary contained in the
Companies Act, 1956, or in any other law for the time being in force,—

(1) no director of a banking company, other than its chairman or
whole-time director, by whatever name called, shall hold office con-
tinuously for a period exceeding eight years;

(i) a chairman or other whole-time director of a banking com-
pany who has been removed from office as such chairman, or whole-
time director, as the case may be, nnder the provisions of this Act shall
also cease to be a director of the banking company and shall also not
be eligible t0 be appointed as a direcior of such banking company,
whether by election or co-option or otherwige, for a period of four vears
from the date of his ceasing 1o be the chairman or whole-time director,
as the case mayv be.”.

17, In section 10B of the Banking Regulation Act,—

(@) in sub-scction (1), for the words “‘shall have a chairman of its
Board of directors”. the words “shall have one of its directors as chairman
of its Board of directors” shall be substituted:

(b) in sub-section (5), the words “but <hall contimue in office until
hig successor assumcs office™ chall be omitted:

(¢) after sub-sction (5), the following sub-section shal] be ingerted.
namely:—

“(54) A chairman of the Board of directors whose term of office
has come to an end, either by reason of hig resignation or by reason
of expity of the veriod of his office, shall, suhiect to the approval of the
Reserve Bank, continue ip office ymtil hic snccessor assumes affice,”
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18. Alter section 10B ol 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 continuation of
such vacaucy is likely to adversely affect the interests of the banking com-
pany, 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 bunking company, he shall,
4o long as he holds the office of the chairman, be deemed to be a director
of the banking company.

(2) The chairman sp appointed by the Reserve Bank shall be in the
whole-time eraployment ot the banking company and shall hold office for
sucli period not exceeding threc ycars, as the Reserve Bank may specify,
but shall, subject te other provisions of this Act, be eligible for reappoint-
ment,

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

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

19. For section 10C of the Banking Regulation Act, the following section
whall be substituted, namely:—

“10C. A chairman of a banking company (by whomsoever appointed )
and a director of a banking company (appointed by the Reserve Bank
under section 10A) shall not be required to hold qualification shareg in the
banking company.”.

20, In section 10D of the Banking Regulation Act, after thc words, figures
and letfers “in pursuance of section 10A or section 10B” the words, figures and
letters “or section 10BB” shall be inserted,



26 of 1881,
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21. For section 18 of the Banking Regulation Act, the following

section shall be substituted, namely:—

‘18. (1) Every banking company, not being a scheduled bank,
shall maintain in India by way of cash reserve with itself or by way
of balance in a current account with {he Reserve Bank or by way
of net balance in current accoupts or in one or more of the aforesaid
ways, a sum equivalent to at least three per cent, of the total of its
demand and time liabilities in India av on the last Friday of the
second preccding fortnight and shall  submit to  the Reserve Bank
before the twentieth day of every month a return showing the amount
8o held on alternate Fridays during a month with particulars of  its
demand and time liabilities in India on such Fridays or  if any such
Friday is a public holiday  under the Negotiable Instruments Act,
1881, at the close of business on the preceding working day.

Explanation.~In this section, and in section 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 banking company;

(i) uny advance taken lrom the Rescrve Bank or from the
Development Bank of from the Exim Bank or from the National
Bank by the banking company;

(fi) in the case of u Regional Rural Bank, also any loan
taken by such bank from its Sponsor Bank;

(b) “fortnight” shall mecan the period from Saturday to the
sccond following Friday, both days inclusive;

(¢) “net balance in current accounts” shall, in relation to a
banking company, mean the excess, if any, of the aggregate of the
credit balances in currcnt account maintained by that banking com-
pany with the State Bank of Tadia or a subsidiany bank or a correspon-
dipg new bunk over the aggregate of the credit balances in  current
account held by the said banks with such banking company;

(d) for the purposes ol computation of liabilities, the aggregute
of the liabilitics of a banking company to the State Bank of India, a
subsidiary bank, a corresponding new bank, a regiona] rural bank,
another banking company, a co-operative bank or any other financial
institution notified by the Central Government in this behalf, shall be
reducc by the aggregate of the liabilities of all such banks institytions
to the banking company;

(e) the expression “co-operative bank” shall have the meaning
assigned to it in clause (cci) of section 56.
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(2) The Reserve Bank may, for the purposes of this section and sec-
tion 24, specify from time to time, with reference to any transaction or
class of transactions, that such transaction or transactions shall be regarded
as liability in India of a banking company and, if any question arises ag to
whether any transaction or class of trunsactions shall be regarded for the
purposes of this section and section 24 ag liability in India of a banking
company, the decision of the Reserve Bank thereon shall be final.’,

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

*“(1) A banking company shull not form any subsidiary company ex-
cept a subsiciry company formed for one or more of the following pur-
poses, namely:—

(a) the underuaking of any business which, under clauses (a) to

(o) of sub-section (1) of section 6, is permissible for a banking
company to undertuke, or

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

(c) the undertaking of such other business, which the Reserve
Bank may, with the prior approval of the Central Government, con-
sider to be conducive to the spread of banking in India or to be other-
wise useful or necessary in the public interest.

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 com-

pany.”.

23. In section 20 of the Banking Regulation Acl, in sub-section (1), in
clause (b), in sub-clause (sir), after the words “of which”, the words “, or the
subsidiary or the holding company of which™ shall be inserted,

24. After section 21 of the Banking Regulation Act, the following section
shall be inserted, namely: —

“21A. Notwithstanding anything contained in the Usurious Loans
Act, 1918, or any other law reluting to indebtedness in force in any State,
a trapsaction between a banking company and its debtor shall be re-
opened by any Court on the ground that the rate of interest charged by
the banking company in 1espect of such tramsaction is cxcessive.”

10 of 1918.
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25, Tn section 22 of the Banking Regulation Act—

(i) in sub-section (3),—-

(a) in the opcning portion, the words “all or amy of” shall

be omitted;

(b) for clause (c), the {ollowing clauses shall be substituted,

namelyi—

“(c) that the genc al character of the proposed manage-
ment of the company will not be prejudicial to the public
interest or the intercst ol its depositors;

(d) that the company has adequate capita] structure and
earning prospects;

(¢) that the public interest will be served by the grant
of g licence to the company to carry on banking business in
India;

(f) that having rcgard to the banking facilities available
in the proposed principal area of operations of the com-
pany, the potential scope for expansion of banks already in
existence 1n the area and other relevant factors the grant
of the licence would not be prejudicial to the operation and
consolidation of 1he banking system consistent with
monetary stability and economic growth;

(g) 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.”;

(if) after sub-section (3), thc following sub-section shall be inserted,

namely:—

“(34) Before grunting any licence under this scction to a

company incorporated outside India, the Reserve Bank may re-
quire to be satisfied by an inspection of the books of the company
or otherwise that the conditions specified in sub-section (3) are
fulfilled and that the carrying on of banking business by such
company in India will be in the public interest and that the
Government or law of the country in which it is incorporated
does not discriminate in any way against banking companies re-
gistered in India and that the company complies with all the
provisions of this Act applicable to banking companies incorpora-
ted outside India.”;

(iif) in sub-section (4), in clause (i#i), after the word, brackets

and figure “sub-section (3)”, the words, brackets, flgure and letter
“and sub-section (3A4)” shall be inserted.

Amend-~
ment of
sectiom 22.
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Amend- 26. In section 24 of the Banking Regulation Act,—

ment of

section

24. (a) in sub-section (I), for the words “time and demand liabili-

ties”, the words ‘‘demand and time liabilities” shall be substituted:

(b) in sub-section (24),—

(4) in clause (a), for the words and figures ‘“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 25 per cent. of the total of its demand and time
liabilities in India”, the following shall be substituted, namely:—

‘‘shall maintain in India,—
(A) in cash, or

(B) in gold valued at a pricc not exceeding the cur-
rent market price or in unencumbered approved securi-
ties valued at a price determined in accordance with such
one or more of, or combination of, the following me-
thods of valuation, namely, vfluation with reference to
cost price, market price, book value or face value, as may be
gpecified by the Reserve Bank from time to time,

an amount which shall not, at the close of business on any
day, be less than twenty-five per cent. or such other per-

centage not cxceeding forty per cent. as the Reserve Bank
may, from time to time, by notification in the Official Gazette,

specify, of the total of its demand and time liabilities in India,
as on the last Friday of the second preceding fortnight”;

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

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

(a)7""_

(v) the deposit required under sub-section (2) of
section 11 to be made with the Reserve Bank by a banking
company incorporated outside India;

(1) any cash or balunces 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 cur-

rent account in excess of the aggregate of the cash or

balance or net balance required to be maintained under

section 18;
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(iii) any balances maintained by a scheduled bank v.vith the
Reserve Bank in excess of the balance required to be maintained by
2 of 1934, it under section 42 of the Reserve Bank of India Act, 193.4;

(iv) the net balance jn current accounts maintained in India by &
scheduled bank;

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

chall be deemed to be cash maintained in India.”;

(iil) the following Explanation shall be inserted at the end,
namely:—

“Explanation.—TFor the purpose of clause (a) of thig sub-section,
the market pricc of an approved security shall be the price as on the
date of the issue of the notification or as on any earlier or later date as
may be notified from time to time by the Reserve Bank in respect of any
class or clagses of securities.”;

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

() for sub-section (3), the following sub-sections shall be subs-
tituted, namely —

‘(3) For the purpose of ensuring compliance with the provisicns
of this section, every banking company shall, not later than twenty days
after the end of the month to which it relates, furnish to the Reserve
Bank in the prescribed form and manner a monthly return showing
particulars of its assets maintained in accordance with this section, and
its demand and time liabilities in India at the close of business on each
alternate Friday during the month, or if any such Friday is a public
holiday, at the close of business on the preceding working day:

Provided that every Regional Rural Bank shall also furnish g copy
of the sajid return to the Nationa] Bank.

(#) (a) It on any alternate Friday 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 stb-section (24), such
banking company shall be liable to pay to the Reserve Bank in respect
ot 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 shoit of the prescribed minimum or

that day; and
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(b) if the default vc.ure ugain on the next succeeding alternate
Friday, or, if such | tiduy is a public holiday, on the preceding working
day, and continues on succeeding alternate Friduys or preceding work-
ing days, as the case may be, the rate of penul interest shall be increased
to a rate of five per cent, per annum above the bank rate on each such
shortfall in respect of that altcinate Triday and each succeeding alter-
nate Friday or preceding working day, if su- h Friday is 3 public holiday,
on which the defaullt continucs.

(5) (a) Without prejudice to the provisions of sub-section (3),
the Reserve Bank may require a banking company to furnish to it a
return in the form and manner specified by it showing particulars of
its asmets maintained in accoidance with this gection and its demand
and time liabilities in India, as a1 the close of business on each day of
a month; and

(b) without prejudice to the provisions of sub-section (4), on
the failure of a banking company (o maintain as on any day, the amount
so required to be maintained by or under clause (a) of sub-section
(24) the Reserve Bank may, in respect of such default require the
banking company to pay penal intercst for that day as provided in
clause (a) of sub-section (4) and if the default continues on the next
succeeding working dhy, the penay interest may be increased as provided
in clause (b) of sub-section (4) for the concerned days.

(6) (6) The penalty payable under sub-sectionn (4) and sub-
section (§) shall be paid within a period of fourteen days from the
date on which a notice issued by the Reserve Bank demanding
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 be levied by a direction of the principal civil
court having jurisdiction in the area where an office of the defaulting
banking company is <ituated, such direction to be made only upon an
application made by the Reserve Bank in this behalf to the court;

and

(b) 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 enforceable in the same manner as
1f it were a decree made by the court in a suit.

(7) When under the provisions of clause (h) of sub-section
(4) penal interest at the increased rate of five per cent. above
the bank rate has become navable by a banking company, if
thereafter the amount required to be maintained on the nexf
succeeding altermate Fridav, or if such Friday is a public holidav.
the next preceding working day, is still below the prescribed
minimum, every director, manager or secretary of the bankinz
company, who is knowingly and wilfully a party to the defau'*
shall be punishable with fine which mav extend to five hundre !
rupees and with a further fine which mav extend fo five hundred
rupees for each subsequent alternate Fridav or  the precedine
working day, as the case may be. on which he default  continnes,
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(8) Notwithstanding anything contained in this section, if
the Reserve Bank is satisfied, on an application in writing by the
defaulting banking company, that the banking company had
sufficient cause for its failure to comply with the provisions of
clause (@) of sub-section (24), the Reserve Bank may not
demand the payment of 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.

27. In section 29 of the Banking Regulation Act, after sub-section

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

“(34) Notwithstanding anything to the conirary contained in
sub-gection (3) of section 210 of the Companies Act, 1956, the period
to which the profit and loss account relateg 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.”.

28. In section 34A of the Banking Regulation Act, for sub-section (3),

the following suh-section shall be substituted, namely:—

‘(3) For the purposes of thiz section “banking company” in-
cludes the Reserve Bank, the Development Bank, the Exim Bank,
the National Bank the State Bank of India, a corresponding new
bank, a regional rural bank and a subsidiary bank.’.

20. In section 35 of the Banking Regulation Act—

(i) after sub-gection (1), the following sub-gection shall be
inserted and shall be deemed to have always been so inserted,
namely: —

“(1A) (a) Notwithstanding anything to the contrary con-
tained in any law for the {ime being in force and without pre-
judice to the provisions of sub-section (1), the Reserve Bank,
at any time, may also cause a scrutiny to be made by any one
or more of its officers, of the affairs of any banking company and
its books and accounts; and

(b) a copy of the report of the scrutiny shall be furnished
to the banking company if the banking company makes a re-
quest for the same or if any adverse action is contemplated
against the banking company on the basis of the scrutiny.”;

(i1) in sub-section (2), after the words, brackets and figure “any
officer making an inspection under sub-section (1)”, the words,
brackets, figure and letter “or a scrutiny under sub-section (14)”
shall be inserted;

(iii) in sub-section (3), after the words, brackets and figure
“Inspection under sub-section (I)”, the words, brackets, figure and
letter “or a scrutiny under sub-section (I1A)” shall be inserted;

(iv) in sub-section (4), after the words “on any inspection”,
the words “or scrutiny” ghall be inserted.

Amend-
ment of
section
29,

Amend-
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section
34A.,

Amend-
ment of
section

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

(i) in sub-section (1), in clause (a), after the words “any pro-
vision relating to”, the words *the maximum permissible number of
directors or” shall be inserled;

(ii) in sub-section (2), for the words and figures “provisions of
sectionsg 310”7, the words and figures “provisions of sections 269, 310”
shall be substituted;

(itt) after sub-section (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, insofar as they are applicable to a banking company, have
cffect as if no reference had heen made in the said provisions to
section 198 of that Act.”.

31. In section 38AB of the Banking Regulation Act, in sub-section
(1), the provigso shall be omitted.

22 In section 36AD of the Banking Regulation Act, for suh-section
(2). the [ollowing sub-section shall he substituted, namely:—

‘(3) TFor the purposes of this section “banking company” includes
the Reserve Bank, the Development Bank, the Exim Bank, the
Nalional Bank, the State Bank of India, a corresponding new hank,
a regional rural bank and a subsidiary bank.’.

3. In seclion 42 of the Banking Repgulation Act—

(i) for the words and figures “sections 460, 464 and 465”7, the
word and fgures “section 460” shall be substituted; and

(i) the words “or with lhe appointment of a committee of
inspection” shall he omitted.

34, In section 45 of the Banking Regulation Act,—
(a) in sub-section (), in clause (i),—

(1) in the first proviso, for the words “as are applicable”, in
the iwo places where they occur, the words “as are, at the time
ot such paymeni or grant, applicable” shall be substituted;

(1) in the second proviso, for the words “the doubt or
difference shall be referred”, ithe words “the doubt or difference
shall be referred, before {he expiry of a perlod of three years
from the date of the payment or grant mentioned in that clause,”
shall be substituted;

(b) in sub-section (8), the following shall be inserted at the
end, namely:—
“including the trustees or other persons managing, or connect-

ed in any other manner with, any provident fund or other fund
maintained by any of those companies or the transferee bank”;

1 of 1958.
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(c) in sub-section (9), [or the words “On and {rom such date
as may be specified by the Central Government in this behalf”, the
words “On and {rom the date of the coming into operation of, or as
the casc may be, the date specified in this behalf in, the scheme”
shall be subetituted;

(d) in sub-section (15), for the words and flgures “any other
banking instilution notified by the Ceniral Governmeni under sce-
tion 51", the words “a subsidiary bank or a corresponding new
bank” shall he substituted;

(e) the following Eaplanation shall he inserled at the end,
namely:—
“Eaplanation—References in this section to the terms and
conditions of service as applicable to an employee shall not be
construed as extending to the rank and slatus of such

employee.”.

35. In sections 45A and 45J of the Banking Regulation Act, for the
words and figures “Code of Criminal Procedure, 18387, wherever they
oceur. the words and figures “Code of Criminal Procedure, 1973” shall he
substituted and in sub-section (5) of the said seclion 45J, the words
“and all such trials shall be without the aid of a jury” shall be omitted.

36. In section 458 of the Banking Regulation Act, for the words “Chief
Presidency Magistrate or the District Magisirate”, whercver they occur,
the words “Chief Metropolitan Magistrale or the Chief Judicial Magis-
trate” shall he substituted.

37. After section 45X of the Banking Regulation Act, the {ollowing
Part shall be ingerled, namely:—

‘PART IIIB
PROVISIONS RELATING TO CERTAIN OPERATIONS OF BANKING COMPANIES

45Y. The Central Government may, after consultalion 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 olther documents; and
(b) a banking company shall preserve and keep with itself
different instruments paid by it.

457, (1) Where a banking company is required by ifs customer
to return lo 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 a true copy of all relevant parts of such instrument,
such copy being made by a mechanical or other process which in
itself ensures the accuracy of ithe copy.

(2) The hanking 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 incorporaied by or under any
law.
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Nomina- 45ZA. (1) Where a deposit is held by a banking company to the
tion for .

payment credit of one or more persons, the depositor or, as the case may be,
of depo- all the depositors together, may nominate, in the prescribed manner,
sitors’ one person to whom in the event of the death of the sole depositor
money. or the death of all the depositors, the amount of deposit may be

returned by the banking company.

(2) Nolwithstanding anything contained in any other law for the
time being jn force or in any disposition, whether testamentary or
otherwise, in respect of such deposit, where a nomination made in
the prescribed manner purports lo 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 relation to such deposil 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
provisions of this section shall 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 effect
the right or claim which any person may have against the person
to whom any payment is made under this section.

457ZB. No notice of the claim of any person, other than the

Notice

of person or persons in whose name a deposit is held by a banking

claims of company, shall be receivabl¢ by the banking company, nor shall the

;tg;zns banking company be bound by any such notice even though express-

regarding ly given to it:

deposits . . . . .

not Provided tthat nothing containe in this sub-section shall affect

receiv- authority from a court of competent jurisdiction relating to such

able. deposit is produced before a banking company, the banking company
shall take due note of such decree, order, certificate or other
authority.

Nomina- 45ZC. (1) Where any person leaves any article in safe custody

tion for with a banking company, such person may nominate, in the pres-

return cribed manner, one person to whom, in the event of the death of

21fe§r}1$pt the person leaving the article in safe custody, such article may be

in safe returned by the banking company.

\(:rlilffnody (2) Where the nominee is a minor, it shall be lawful for the

banking person making the nomination to appoint in the prescribed manner

gornpany. 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
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sub-section (2), prepare, in such manner as may be directed by the
Reserve Bank from time to time, an invenlory of the said 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 testamen-
tary or otherwise, in respect of such article, where a nomination
made in the prescribed manner purports to confer on any person
the right to reccive the article from the banking company, the
nomince shall, on the death of the person leaving the article in safe
custody, hecome entitled to the return of the article to the exclusion
o[ all other persons, unless the nomination 1s varied or cancelled
in the preseribed manner:

Provided that nofhing contained in this section shall affect the
right or claim which any person may have against the person to
whom the article ig relurned in pursuance of this sub-gection.

45ZD. No mnotice of the claim of any person, other than the
person or persons in whose name any article is held by a banking
company in safe cuslody, 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
authorily from a court of compelent jurisdiction relating to such
article is produced before a banking company, the banking company
shall take duc note of such decree, order, certificate or other
authority.

457E. (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 indivi-
dual may nominate one person to whom, in the event of the death
of such individual, the hanking 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 Jocker is to be operated under the joini signatureg of two or
more of such hirers, such hirers may nominate one or more persons
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 (1) or sub-section (2)
shall be made in the prescribed manner.

(4) The hanking,company shall, before permitting the removal
of the contents of any locker by anyl nominee or jointly by any
nominee and survivors as aforesaid, prepare, in such manner ag
may be directed by the Reserve Bank from time to time, an inven-
tory of the eonfents of the locker which shall be signed by such
nominee or jointly by such nominee and survivorg and shall deliver

Notice of
claimsg

of other
pcrsons
regard-
ing arti-
cles not
receiv-
able.

Release of
contents
of gafety
lockers,



22

THE GAZETTE OF INDIA EXTRAORDINARY [ParT II—-

a copy of the inventory so prepared t{o such nominee or nominee
and survivors.

(5) On the removal of the contents of any locker by any
nominee or jointly by any nominee and survivors as aforesaid, the
liahility of the banking company in relation to the conlents 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.

g;’;‘:ﬁ: Sf 45ZF. No notice of the claim of any person, other than hirer or
other hirers of a locker, shall be receivable by a banking company nor
persony shall the banking company be bound by any such notice even though
regard- expressly given tfo it:

ing

safety

lockers

not re-

ceivable.

Provided that where any decree, order, cerlificate 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 decree, order, certi-
ficate or other authority.’.

Amend: 38. In section 46 of the Banking Regulation Act—

scetion (1) in sub-section (2), for the words “an officer making an in-

48, spection under that section”, the words “an officer making an in-
spection or scrutiny under that section” sghall be substituted;

(ii) for sub-gection (4), the following sub-section shall be
substituted, namely:—

“(4) 1f any other provision of this Act is contravened or
it any default is made in—

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

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

by any person, such person shall be punishable with fine which

may extend to two thousand rupees and where a contravention
or default is a conlinuing one, with a further fine which may
extend to one hundred rupees for every day, during which
the contravention or default continues.”,
Amend- 39. In section 47 of the Banking Regufation Act, for the words “no
ment of court inferior to that of a Presidency Magistrate or a Magistrate of the
ng:tlon first class”, the words “nn court other than that of a Metropolitan

Magistrate or a Judicial Magistrate of the first class or any court

superior thereto” shall be substituted.
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40. Section 51 of the Banking Regulation Act shall be re-numbered

as sub-section (1) of that section, and—

(a) m sub-section (1) as so re-numbered—

(i) for the figures, words, brackets and letters “19 to 21, 23
to 28, 29 [excluding sub-section (3)], 31, 34, 35, 35A, 36 [exclud-
ing clause (d) of sub-section (1)], 46 to 48", the figures, words,
letters and brackets “19 to 21A, 23 to 28, 29 [excluding sub-
section (3)]. 31, 34, 35, 33A, 36 [excluding clause (d) of sub-
section (1)]. 45Y to 45ZF, 46 to 48" shall be substituted;

(ii) for the words, figures and brackets “or any corres-
ponding new bank constituted under section 3 of the Banking
Companies (Acquisition and Transfer of Undertakings) Act,
1970, or a Regional {Rural Bank established under wsection
3 of the Regional Rural Bankg Act, 1976 or any corresponding
new bank constituted under sect'on 3 of the Banking Companies
(Acquisition and Transfer of Undertakings) Act, 1880, or any
other banking institution notified 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 sub-
slituted; ,

(iii) in the proviso,—

(A) tn clause (a), for the words “general manager”,
the words “managing director” shall be substituted;

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

“(b) nothing contained in sub-clause (iii) of clause
(b) of sub-seclion (1) of section 20 shall apply to any
bank refarred o in sub-section (1), insofar as the said
sub-clause (i) off clause (b) precludes that bank
from entering into any commitment for granting any
loan or advance to or on hehalf of a company (not
being a Government company) in which not less than
forty per cemi. of the paid-up capital is held (whether
singly or taken together) by the Central Government

or the Regerve Bank or a corporation owned by that
bank: and

(c) nothing contained in section 46 or in section
47A shall apply lo,—

(i) an officer of the Central Government or
the Reserve Bank, nominated or appointed as
director of the State Bank of India or any corres-
ponding new bank or a Regional Rural Bank or
any subsidiary bank or ‘a banking company; or

(ii) 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 bankg (not being the

bank of which he ig an officer) or of a banking
company.”;

Amend.
ment of
section

al,



Amend.-
ment of
section
52.

Amend-
ment of
section
58.

Use of
words
“bank”,
“hanker”
or
“hanking”,

24 THE GAZETTE OF INDIA EXTRAORDINARY [ParT 11—

(b) after sub-section (1) as so re-numbered, the following sub-
section 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 (1) shall, except where such rule or direction provides
otherwige, be construed ag referring also to the State Bank of
India, a corresponding new bank, a Regional Rural Bank and
a subsidiary bank.”,

41, In section 52 of the Banking Regulation Act—
(a) sub-section (3) shall be omitted;

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

“(5) Every rule made by the Central Government under
this Act shall be lald, as gsoon as may be-after it is made,
before each Houge of Parliament, while it i3 in session, for a
total period of thirty days which may he comprised in one
segsion or in two or more successive sessions, and if, before the
expiry of the session immediately following the session or the
successive segsions 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, ag the case may be; so,
however, that any such meodification or annulment shall be with-
out prejudice to the validity of anything previously done under
that rule.”.

42. In section 56 of the Banking Regulation Act,—

(i) for sub-clause (ii) of clause (c), the following sub-clause
shall be substituted, namely: —

“(i) clauses (ff), (h) and (nb) shell be omitted;”;
(i) for clause (f), the followlng olause 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-opera-
tive 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 unless it uses as part of its
name at least one of such words.

(2) Nothing in thig section shall apply to—
(a) a primary credit society, or
(b) a co-operative society formed for the protec-

tion of the mutua) interest of co-operative banks or
co-operative land mortgage banks, or

(c) 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 a corresponding new bank, or
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(it) a co-operative bank or a primary credit
society or a co-operative land morigage bank,

insofar as the word “bank” “banker” or “banking”
appears 2s part nf the name of the employer bank, or
as the case ™may be, of the bank, whose subsidiary the

E

emplover bank is.” ’;

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

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

“Provided th=t this section shall not apply—

(a) to anv such busiress ag oforesaid which wags in
the course of bheing tran<scted on the commencement of
clause (7)) of section 49 of the Bankirg T.aws (Amend-
ment) Act, 1983, so, however, that the said business
shall be ecompleted before the evnivy of one wear from
such commencement; or

(DY to awv birorecy as = specified in pursuaree of
clause (M of avh cnrtion (1) ~F cpctinn 6;7;

(fif) in sectisn 9, F tha c2pand varine dhe followine pro-
visos ghall he <ukstitv’'rd p-melv;—

“Provided further that in the c-ze of 2 primary credit
society which h~ecomes a rrimery < -overative bank after the
commencement of c'ause 1) < f gection 42 of the Banking
Laws (Amendment) Act, 1232  the veriod of goven years
shall commenre {snm the da~ it o b-romes a primary co-
operative bank:

Provided rlso that the Pezorye Ronk may m any parti-
cular case, extend the ~foresa d perind of reven years bv
such period as it mav consider neceerary where it is satisfied
that such extencic~ would he 'n th- nterects nf the deposi-
tors of the ro-operstive hopk” -

(iv) in clause (@)} f - the Aounne and lattere “10B 10C”. the
ficures and letter~ “10B 10071 107 ohall he cuhatityted-

(v) for clause (7). tha fHllovr.s~ “anen chall ha  sibstitutet
namely: —

‘(j) for section 18 the fallawing sertinn <hnll ha anhetituted
namely: —

“18 (1Y F-ro=7 co-oma afigs honlk wat hoine ~» State co-

operative hank far the time 1aine neludad in the Second

2 of 1934. Schedule tn the PRecerve Honk of Tnd o Aet 1934 (herein-
after referred to - g “ser~dul 7 €t 4o (a aperative Bank™)

shall maintain in Tndia bv wav of ench reserve with itself

or by wav af balance in g evwrent ~cemnt with the Reserwe

Cash
reserve,
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Bank or the State co-operative bank of the State concerned
or by way of net balance in current accounts, or, in the case
of a primary co-operative bank, with the central co-operative
bank of the district concerned, or in one or more of the afore-
said ways, a sum equivalent to at least three per cent. of the
total of its demand and time liabilities in India, as on the last
Friday of the second preceding fortnight and shall submit to
the Reserve Bank before the fifteenth day of every month a
return showing the amount so held on alternate Fridays
during a month with particulars of its demand and time
liabilities in India on such Fridays or if any such Friday
is a public holiday under the Negotiable Instruments Act,
1881, at the close of business on the preceding working day.

Explanation.—In thig section and in seetion 24—

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

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

(il) any advance taken from a State Govern-
ment, the Reserve Bank, the Development
Bank, the Exim Bank, the National Bank or from
the National Co-operative Development Corporation
established under section 3 of the National Co-
operative Development Corporation Act, 1962 by the
co-operative bank;

(ii1) 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 gociety within its
area of operation, and in the case of a central co-
operative bank, also an advance taken by it from
the State co-operative bank of the State concerned:

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

(v) in the case of any co-operative bank, which
has granted an advance against any balance main-
tained with it, such balance to the extent of the
amount outstandting in respect of such advance; and

(vi) in the case of any co-operative bank, the
amount of ahy advance or other credit arrangement
drawn and availed of against approved securities;

(b) “fortnight” shall mean the period from Saturday
to the second following Friday, both days inclusive;

(c) “net balance in current accounts” shall, in
relation to a co-operative bank, mean the excess, it 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 corres-

26 of 1881,

26 of 1962,
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ponding new bank, over the aggregate of the credit
balances in current accounts held by the said banks

with such co-operative bank;

(d) for the purpose of compulation of habilities, the
aggregate of the liabilities of a co-operative bank to the
State Bank of India, a subsidiary bank, a corresponding
new hank, a Regional Rura]l Bank a banking company
or any other financial institution notified by the Central
Government 1n this behalf shall be reduced by the
aggregate of the liabilities of all such banks and insti-
tutions to the co-operative bank;

(e) any cash with a co-operative bank or any ba-
lance held by a co-operalive bank with another bank,
shall not, to the extent such cash or such balances re-
presents the balance in, or investment of Agricultural
Credit Stabilisation Fund of such co-operative bank, be
deemed to be cash maintained in India.

(2) The Reserve Bank may, for the purposes of this
section and section 24, specify from time to {time, with
reference to any transaclion or class of transactions, thal
such transaction or transactions shall be regarded as liability
in India of a co-operative bank, and, il any question arises
as to whether any transaction or class of transactions shall
be regarded for the purposcs of this section and section 24,
ag liakility in India of a co-operative bank, the decision of
the Reserve Bank thercon shall be final”’;

(vi) for clauge (M), the following clause shall be substituted.

namely:—-

‘(m) in section 20A, in sub-geciivn (I),—

(i) the wordg and figures “Notwithstanding anything to
the contrary contained in section 293 of the Companies Act,
1956, shall be omitted:

(i) in clause (a), for the words “any of its directors”
the words “any of ils past or present directors” shall be
substituted; ;

(vil) in clause (o) relating o the modification of section 22—

(A) in gub-clause (i), for sub-section (2) of section 22 afore-

said as substituted by that sub-clause, the following sub-scction
shall be substituted, namely:—

“(2) Every co-operative society carrying onh business as
a co-operative bank at the commencement of the Banking
Laws (Application to Co-operative Societies) Act, 1865, 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 society
carrying on business as a co-operative bank, or the amalga-
mation of two or more co-operative societies carrying on
banking business shall, before the expiry of three months
from Hs so coming into existence, every primary credit socisty
which becomes a primary co-operative bank after such
commencement shall before the expiry of three months
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{rom the date on which it so becomes a primary co-operative
bank and every cue-operaiive society other than a primary
credit sociely ancl] before commencing hbanking business in
India, apply L1 wriling to the Reserve Bank for a licence
under this section:

Provided {h:zi{ nothing in clause (b) of sub-section (I)
shall be deemed to prohibit—

(i) a co-operative society carrying on business as a
co-operitive bank o the commencement of the Banking
Laws (Appliceting to Co-operative Societies) Act, 1965;
or

@@y a co-operntive havk which has come into exist-
ence as a resull of the division of any other co-operative
society earrying on busneoss as a co-operative bank, or
the amalgamnation of two or more co-operative societies
carrying on banlking business al the commencement of
the Dlanlking Lows Application to  Co-operative
Societics) Act, 1865 or ot any time thereafter; or

(711} a privary ecedit socicty which becomes a pri-
mary co-operative bank after such commencement,

from carrying on pan'iing business until it iz granted a
licence in puvsucnce of this section or is. by a notice in writ-
ing, notified by the Heserve Bank that the licence cannot be
granted to it ”,

(B} for suh-clause (ii}, the following sub-clauses shall be
substituted, namely:—-
*(it) sub-section (34) shall be omitted;
(¢ti) in sub-section (4), in clause (i), the words’

brackets, figure and letter “and sub-section (34)” shall be
omitted;”;

(viil) in clause (p), for sub-clause (i), the following sub-clause
shall be subgtituted, namely: —

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

“(44) Any co-onelative bank other than a primary co-
operative bank reguiring the permission of the Reserve Bank

under this section shall forward its application to the-

Reserve Banl: through the National Bank which shall give

its comments on the meritg of the application and send it to
the Reserve Bank:

Provided that the co-operative bank shall also send an
advance copy of the application directly to the Regerve
Bank.”’;

(ix) for clause (q), thc following clause shall be substituted,
namely; —
‘(q) in section 24—

(i) in sub-section (1), the words “After the expiry of
two years from the commencement of this Act”” shall be
omitted;

23 of 19865.

23 of 1965,
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(#) 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 (I),—

(¢) any balances maintained in India by a co-

opcrative bank in current account with the Regerve

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

201 1034 the Reserve Bank of India Act, 1934, to be so main-
lained;

(b) any balances maintained by a central co-
operative bank with the Stale co-operative bank of
the State concerncd, and

(¢) any balances maintained by a primary co-
operative bank with 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 Tndia.

(2A) (a) Notwithstanding anything contained in
sub-sect.on (1) or in sub-section (2), after the expiry of
two years from the commencement of the Banking Laws

23 of 1965. (Application to Co-operative Socleties) Act, 1965, or of
such further period not exceeding one year ag the
Reserve Bank, having regard to the interests of the co-
operative bank concerned, may think fit in any parti-
cular case to allow,—

(1) a scheduled State co-operative hank, in addi-
tion 1o the average daily balance which it is, or may
be, required to maintain under section 42 of the

2 0f 1934, Reserve Bank of India Act, 1934, and

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

shall maintain in India, in cash, or in gold valued at a
price not exceeding the current market price or in un-
encumbered approved securilies valued at a price deter-
mined in accordance with such one or more of, or combi-
nation of, the following methods of valuation, namely,
valuation with reference to cost price, market price,
book value or face value, as may be specified by the Re-
serve Bank from time to time, an amount which shall noft,
at the close of husiness on any day, be less than twenty-
five per cent. or such other percentage not exceeding forty
per cent. as the Reserve Bank may, from time to time, by
notification in the Official Gazette, specify, of the total
of its demand and {ime labilities in Tndia, as on the
last Friday of the second preceding fortnight.
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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 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;

(i) any cash or balances maintained in India by
a co-operalive bank, other than a scheduled State
co-operative bank, with ilself or with the State co-
operative bank of the State concerned, or in current
account with the Reserve Bank or by way of net
balance in current accounts and, in the case of a
primary co-operative bank, also any balances main-
tained with the central co-operative bank of the
district concerned, in excess of the aggregate of the
cash or balanceg required to be maintained wunder
section 18;

(iii) any net balance in current accounts,

Explanation—For the purposes of this sub-section—

(a) approved securities, or a portion thereof,
representing investment of monies of Agricultural
Credit Stabilisation Fund of a co-operative bank shall
not be deemed 1o be unencumbered approved
gecurities;

(b) in case a co-operative bank has taken an
advance against any balancesmaintained with the
State co-operative bank of the State concerned or
with the central co-operative bank of the district
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;

(c) for the purpose of clause (a), the market
price of an approved security shall be the price
ag on the date of ihe issue of the notification or as
on any earlier or later date, as may be notified from
time to timc by the Reserve Bank in respect of any
class or classeg of securities:;”;

(i) in sub-section (3), for the proviso, the following
proviso shall be substituted, namely: —

“Provided that every co-operative bank, other than a
primary co-operative bank, shall also furnigsh within the
said period, a copy of the said return to the National
Bank.”;

(iv) in sub-section (6), in clause (a), for the words
“fourteen days”, the words “thirty days” shall be substitut-

ed;;

2 of 1934,
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(x) after clause (q), the following clause shall be inserted,
namely:—

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

“24A. Without prejudice to the provisions of section 53,
the Reserve Bank may, by notification 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 thercin, shal' not apply to any co-operative bank or
clagss of co-operative banks, with reference to all or any of
the offices of such co-operative bank or banks, or with refer-
ence to the whole or any partl of the assets and liabilities of
guch co-operative hank or banks,” ’;

(xi) in claue (w) relating te the modificalion of section 35,- -

(@) in sub-clause (7)), for item (b}, the following item shal
be substituted, namely:-—

“(b) the fol'owing piovisp shall be inserted at the end,
namely:—

“Provided that the Reserve Bany may, if it consi-
ders it necesary or expedient go to do, cause an inspec
tion to be made of a primary co-operative bank under
this sub-section by one or more officers of a State co.
operative bank in the State in which such primary co-
operative hank is registered.” ’;

(b) sub-clauses (iit) and (iv) shall be re-numbered as sub-
clauses (iv) and (») respeclively and before sub-clause (iv) as
so re-numbered, the following sub-claugse shall be inserted
namely: —

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

“(44) Without prejudice to the provisiong of sub-
section (4), the Reserve Bank may, if it considers it
necessary or expedient so to do supply a copy of the
report on anv inspection or scrutiny to the State co-
operative hunk and the Regisirar of co-operative societies
of the Stale in which the bank which has been inspected
or whose affairs have been scrutinised is registered.” ’;

(xif) for clause (z), the following clause shall be substituted
namely: —
‘(2) in section 36, in sub-gseetion (1),—
() clause (b) shall be omitted;

(b) for clause (d), the following clause shall be substi-
tuted, namely:—

“(d) at any time if it is satisfied that for the re-
organisation or expansion of co-operative credit on sound

Power to
exempt,
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lines it is necessary so to do, by an order in writing and
on such terms and conditions as may be specified
therein,—

(/) 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 and require the co-operative
bank to give an opportunity to the offlcer so deputed
to be heard at such meetingg and to offer such
advice on such matiers as the officer may consider
necessary or proper for. the reorganisation and
expansion of co-operative credit on sound lines, and
also require such officer to send a report of such
proceedings to the Reserve Bank;

(it) appoint one or more of its officers to observe
the manner in which the affairg of the co-operative
bank or its offices or branches are being conducted
and make a report thereon;” ’;

(xiit) in clause (za) relating to the modification of section 38A,
in sub-clause (ii), in sub-section (3) ag inserted by that sub-clause,
for the words, brackets, letters and figure “in clause (ccc) of section
5", the words, brackets letters and figure “in clause (eccv) of
section 5” shall be substituted;

(ziv) after clause (za), the following clause shall be inserted,
namely: —
“(zaa) in section 36AD, sub-section (3) shall be omitted;”;

(xv) for clause (zc), the following clause shall be substituted,
namely: —

‘(z¢) in section 46—

(1) in sub-section (4), the word “or” occurring at the
end of clause (i) and clause (ii) shall ba omitted;

(it) in clause (a) of the Ewxplanation, after the words
“includes a”, the words "co-operatiye soclety” shall be ingert-
ed;”.

CHAPTER V

AMENDMENTE TO THE STATE BANK OF INDIA AcT, 1955

43. In Chapter VI, after section 35 of the State Bank of India Act, 1955
(hereafter in this Chapter referred to as the State Bank Act), 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 provisions and
any appointment of directors made in pursuance thereof shall be
valid and effective notwithstanding anything to the contrary contain-
ed in the Companieg 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 regarding
share qualification, age limit, number of directorships, removal frem

23 of 1955.

1 of 1938.
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oilice vl durectors and such like condit.ons contained in any such law
Or ihstrument aloresaid, shau nui apply o any dILeCLor appointed by
the State Bank in pursuance ot the darraugement as atoresaid,

(2) Any director appointed, as aforesaid shall—

(@) hold office during the pleasure of the State Bank and
may be removed or substituled 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 omitied to be done
in good faith in the discharge ot his dulies 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 direclorg lLiable
to such retirement.”.

44. In section 40 of the State Bank Act,—

(1) in sub-section (1), for the words “auditors’ reporf on the
working of the State Bank”, the words “auditors’ report and a report
by the Central Board on ithe working and activities of the State
Bank” shall be substituted;

(it) after sub-section (3), the foliowing sub-section shall be
inserted, namely:—

“(4) The Central Government shall cause the auditors’
report and the report by the Central Board on the working
and activities of the Stale Bank to be laid, as soon as may be
after they are received, before each House of Parliament while
it i3 in session for a total period of thirty days which may be
comprised in one gession or in two or more successive sessions.”.

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

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

47, In section 49 of the State Bank Act, after sub-gsection (2), the
following sub-section shall be inserted, namely:-

“(3) 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 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-
dlately 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 thereatrer
have effect only in such modified form or be of no effect, ag the case
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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 rule.”.

Amcntd-t 48, In section 50 of the State Bank Act, after sub-section (3), the
ment o

section 50. 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 successive sessions
aforesaid, both Houses agree in making any modification In the
regulation or both Houses agree that the regulation should not bhe
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 oF INDIa (SUBSIDIARY BANKS) Act, 1959
Ingertion 49. After section 36 of the State Bank of India, (Subsidiary Banks)

of new  Act, 1959 (hereafter in this Chapter referred to as the Subsidiary Banks
section 36A Act), the following section shall be inserted, namely:—

Subsi- “3BA. (1) A subsidiary bank shall, if o required by the Reserve
diary Bank, act as agent of the Reserve Bank at all places in India, where
bank to it nas a branch, for—

act as

agent of (a) paying, receiving, collecting and remitting money,
the Re- . . . .
serve bwilion and securities on behalf of any Government in India;
Bank, amg

(b) undertaking and transacting any other business which
the Reserve Bank may from time to time entrust to it.

(2) The terms and conditiong on which any such agency business
shall be carried on by the subsidiary bank on behalf of the Reserve
Banlk shall be such as may be agreed upon.

(3) If, no agreement can be reached on any matter referred to
in, sub-section (2) or if a dispute arises hetween a subsidiary bank
and the Reserve Bank ags to the interpretation of any agreement
between them, the matter sha!l be referred to the Central Govern-

ment and the decision of the Central Government thereon shall be
Anal.

(4) A subsidiary bank may {ransact any business or perform
any functions entrusted to it under sub-section (1), by itself or
through any agent approved by the Reserve Bank.”,

38 of 1959.
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30. After section 38 of the Subsidiary Banks Act, the following Insertion

section shall be inserted, namely: — of new
section

38A.

“38A. (1) Where any arrangement entered into by a subsidiary Arrange-
bank with a company provides for the appointment by the subsidiary ment
bank of one or more directors of such company, such provision and with

any appointment of directors made in pursuance thereof shall be Subsi-
valid and eflective notwithstanding anything to the contrary contain- gm];y
AnkKs on

ed in the Companies Act, 1956, or in any other law for the time heing appoint-
in force or in the memorandum, articles of association or any other ment of
instrument relating to the company, and any provision regarding direc-
share qualification. age limit, number of directorships, removal from forsto
office of directors and such like conditions contained in any such law Pra
or instrument aforesaid, shall not apply to any director appointed

by the subsidiary bank in pursuance of the arrangement as aforesaid.

(2) Any director appointed as aforesaid shall--

(a) hold ofice during the pleasure of the subsidiary bank
and may be removed or substituted by any person by order in
writing of the subsidiary bank:

(L) 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:

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

51. Tn section 43 of the Subsidiary Banks Act.—
. Amend-

ment ¢

{1) in sub-gection (7),— section
43,

(a) in the opening portion, for the words “and the Reserve
Bank”, the words ¢, the Reserve Bank and the Central Govern
ment” ghall be substituted;

(b) in clause (a), atter the words “on the working”, the
words “and activities” shall be inserted:

(i) after sub-section (2), the followhing‘ gsub-section shall he
inserted, namely: —

“(3) The Central Government shall cause the auditor’s
report and the report by the Board of directors on the working

and activitier of the subsidiary bank to he laid, as soon as
may be after thev ure received. before each House of Parliament,
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while it is in session, for a total period of thirty days which may

be comprised in one session or in ftwo or more successive
sessions.”,

Amend- 52. In section 44 of the Subsidiary Banks Act—

ment of

section (a) in sub-section (1), in the proviso, for the words “the State
44,

Bank, or to the Reserve Bank” the words “the State Bank the
Reserve Bank or the Central Government” shall be substituted;

(b)Y in sun-section (2), after the word “working”, the words “and
actities’ shall be inserted.

51 1In section 53 of the Subsidiary Banks Act, after sub-section (2),

Amend-
ment of the following sub-section shall be inserted, namely:—
section 53,

“(3) Where the State Bank nominates any of its officers as
directnr of a ethgidiary banlz, such director shall not ineur any obli-
gation or liahility hy reason only of his helng a director or for
anvthing done or omitted tn he done in gnod faith in the discharge of
his dulies as director ovr anvthing in relation thereto.”.

54. Tn gectinn 62 of the Subsidiary Banks Act, for sub-section (3), the

Amend- followine suh-section shall he snbstituted, namely:—

ment of

gection

62. “(3) Every rule made under this section shall bhe Jaid, as soon
ag may he after it is made, hefore each House of Parliament, while
it is in eessinn. far a total perind of thirty davs., which mav bhe com-
nriced in one session or in two or more successive sessions, and if,
hofare the evniry of the =esslon immediately fol’owing the session or
the sieresgive sessions aforesaid, hoth Houses agree in making any
mndification in tha rile o hnth Houses agree that the rule ghonld not
he made, the ru'e ¢ha1l thereafter have effect onlv in such modified
form or he of na effect. as the rase may he: so. however, that any
such modification or antniment shall be withrut vreiudice to the
validitvy of anything previduslv done under that rule™,
B, Tn section 63 of the Subsidiary Banks Act, af‘er sub-section (3, the

Am‘:"‘d‘f following sub-section shall bhe inserted, namely:—

r:;;ios under this Act hy the State Bonk, he forwarded to the Central Gov-

63. “(4) Everv remlation shall. as soon as mav be after it is made

ernment and that (Invernment shall canse a enny of the same to be
laid befare earh Honse of Parlisment, while it ig in session, for a
total perind of thirty davs., which may be comnrised in one session
cor In {two or more sucressive sessions, and if, before the expiry of
the sesginn Imm-distelv following the session or  the sucressive
wpes'nrg afaregaid, hoth Heovgeg aoree in makineg nnv modifieat’on in
the rerulation or hoth Houses agree that the regnlatinn should not
he made, the regulation shall thereafter have effect only in such
modified form or bha of no effect, as the case mnv he: so, however,
thot any siiech moadification or annulment shall he withont prejudice
te. the validity of anything previously done under that regulation™.
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CHAPTER VII

AMENDMENTg TO THE DEPOSIT INSURANCE AND CREDIT (GUARANTER
CorroraTION AcT, 1061

56. In section 2 of the Deposit Insurance and Credit Guarantee
Corporation Act, 1961 (hereafter in this Chapter referred to as the
Deposit Insurance Corporation Act),—

(a) in clause (h), for the words and figures “,™a subsidiary hank
and any other hanking institution notified under secction 51 of the
Banking Repulation Act, 10497, the words “and o subsidiary bhank”
shall be substituted; ’

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

‘{ee) “corresponding new bank™ means a corresponding
new bonk constituted under section 3 of the Banking Companies
(Acquisition and Transfer of Undertakings) Act, 1970 or, as
the case mavy be, under section 3 of the Banking Companies
(Acquisition and Transfer of Undertakings) Act, 1980:";

(¢) In clause (i) ,—-'

(i) after the words “hanking company”, at the first place
where they occur, the words “or a corresponding new bank”
shall he inserled and shall be deemed to have been inserted with
effect from the Ist day of July, 1971;

(i1} for sub-clavse (i), the following sub-clauses shall be
substituted and shall be deemed to have heen suhstituted with
effect from the 19th day of Julv, 1969, namely:—

“(i) a bhanking company referred to in clause (a) or
clause (b) of sub-section (1) of section 13, or

(iz) a corresponding new bank to which the provisions
of clause (a) of sub-section (I) of section 13 apply, or;

(d) in clause (k), the words =nd figures “, and includes any
banking institution notified under section 51 of the said Act after
such commencement” shall be omitted.

57. In section 4 of the Deposit Insurance Corporation Act, in sub-
gection (1), for the words “fifteen crores of rupees”, the words “fifty
crores of rupees” shall be substituted.

58. In section 6 of the Depnsit Insurance Corporation Aect—

(a) for sub-section (2), the following sub-sectifon ghall be
substituted, namely:—

“(2) (i) A director nominated under clause (b) or clause ()
of sub-section (1) shall hold office during the pleasure of the
authority nominating him; snd

Amend.
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(ii)) A director nominated under clause (d) or clause (e) of
sub-section (1), shall hold office for such period not exceeding
four years ag may be specified by the Central Government and
thereafter until his successor assumeg office.”;

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

(¢) after sub-section (4), the following sub-section shall be
inzerted, namety:—

“(5) If a director nominated under clause (e) of sub-sectlon
(1—
(a) becomes subject to any of the disqualifications men-
tioned in clauses (a) to (d) of sub-section (3); or

(b) 1is absent without leave of the Board for more
than three consecutive meetings thereof,

his seat shall thereupon hecome vacant.”.

59. In section 11 of the Deposit Insurance Cdrporation Act, the words

and figures “, or, as the case may be, after it.is notified under section 51
of the said Act” shall be omitted.

60. In section 13 of the Deposit Insurance Corporation Act, in sub-
sections (2) and (3), the brackets and letter “(b),” shall be omitted.

61. In section 13A of the Deposit Insurance Corporation Act, in clause
(b) of sub-section (2), after sub-clause (i), the following sub-clause
shall be inserted, namely:—

“ (i) every co-operative bank which has come into existence after
the commencement of the Deposit Insurance Corporation (Amenii-
ment) Act, 1968, as a result of the division of any other co-operativ:
society carrying on business as a co-operafive bank, or the amalga-
mation of two or more co-operative societies carrying on banking
business, at the commencement of the Banking Laws (Application to
Co-operative Socleties) Act, 1965, or at any time thereafter, within
three months of ity having made an application for a licence under
the said section:”. N

62. Tn section 16 of the Deposit Insurance Corporation Act in sub-
section (1), in the proviso, for the words and figures “of section 13", the
words, brackets and figures “of sub-section (1) of section 13" shall be
substituted and shall be deemed to have been substituted with effect
from the 19th day of July, 1969.

63. In section 32 of the Deposit Insurance Corporation Act, in sub-
section (2), for the words “for not less than thirty days hefore each
Touse of Parliament as soon as may be after each such report is receiv-
ed by the Central Government”, the words “as soon as may be sfter
they are received hefore each House of Parl’ament, while it is in session,
for a total period of thirty days which mav he comprised in one session
or In two or more successive sessions” shall be gubstituted.

56 of 1068.

23 of 1983.
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64. In seclion 50 of the Deposit Insurance Corporation Act, after sub- Amend-
section (3), the following sub-section shall be inserted, namely:— ment of

section 50,
“(4) Every regulation shall, as soon as may be after it is made

under this Act by the Board, be forwarded to the Central Govern-
ment and that Government shall cause a copy of the same to be
laid belore each House of Parhament, 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 sessivn iminediately tfollowing the session or the successive
sessions aforesaid, both Houses 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 such
modified form or be of no cffect, 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, 1870

65. In section 3 of the Banking Companies (Acquisition and Transfer

of Undertakings) Act, 1970 (hereafler in this Chapter referred to as the
Bank Nationalisation Act),—

Amend-
ment of
section 3.

§ of 1870.

(i) 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;

(i) after sub-section (6), the following sub-section shall be
inserted, namely:—

“(7) (i) The corresponding new bank shall if so required
by the Reserve Bank, act as agent of the Reserve Bank at all
places in India where it has a branch, for—

(a) paying, receiving, collecting and remitting money,
bullion and securities on behalf of any Government in India;
and

(b) undertaking and transacting any other business
which the Reserve Bank may from time to time entrust to
it.

(i1) The terms and conditions on which any such agency
business shall be carried on by the corresponding new bank on
behalf of the Reserve Bank shall be such as may be agreed upon.

(#1) If no agreement can be reached on any matter referred
to in clause (ii), or if a dispute arises between the corresponding
new bank and the Reserve Bank as to the interpretation of any
agreement between them, the matter shall be referred to the
Central Government and the decision of the Central Govern-
ment thereon shall be final.

(iv) The corresponding new bank may transact any business

or perform any functions entrusted to it under clause (i), by
itself or through any agent approved by the Reserve Bank.”.
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Amend- 66. In section § of the Bank Nationalisation Act—
;;?;:,tn (;j_! (i) sub-section (5) shall be re-numbered as sub-section (6) and

before sub-sectlon (6) as so re-numbered, the following sub-section
and Explanation shall be inserted, namely: —

“(5) On and from the date of coming into operation of a
scheme made under this seclion with respect to any of the
matters referred to in clause (¢) of sub-3ection (2) or any
matters incidental, consequential and supplemental thereto,—

(a) the scheme shall be binding on the corresponding
new bank 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 persons
having any right or lability 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 corres-
ponding new bank, or, as the case may be, of the banking in-
stitution shall, by virtue of, and to the extent provided in
the scheme, stand transferred to, and become the liabilities
of, the corporation or corporations brought into existence
by reconstitution of the banking institution or the corres-
ponding new bank, as the case may be.

Explanation.—In this section, “banking institution” means
a banking company and includes the State Bank of Indita or a
subsiiary bank.’.

(i1) in sub-section (6) as so re-numbered, for the words “which
may be comprised in one session or in two successive sessions, and
if, before the expiry of the session in which it is go laid or the
sesslon immediately following”, the words “which may be comprised
in one sesslon or in two or more successive sessions, and if, before the
expiry of the session immediately following the session or the succes-
sive sessions aforesaid” shall be substituted,

Amend- 67. In section 10 of the Bank Nationalisation Act,—~-

ment of

section 10 (i) after sub-gection (4), the following Explanations shall be

ingerted, namely: -~

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

(a) the balance-sheet shall not be treated as not dis-
closing a true and fair view of the affalrs of the correspond-
Ing new bank, and

(b) the proflt and loss 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



10 of 1840,

10 of 1949.

10t 185€.

matters which are by the provisiong of the Bankmg Regulation
Act, 1949, read with the relevant provisipns of this Act or any
other Act, not required to be disclosed.

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
digclose certain matters if--

(f) those matters are such as the corresponding new
bank is, by virtue of any provision contained in the Banking
Regulation Act, 1049, read with the relevant provisions of
this Act, or any other Act, not required to disclose; and

(i1) the provisions referred to in clause (i) are gpecified
in the balance-sheet and profit and loss account of the
corresponding new bank or in the auditor’s report.”;

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

“(7A) Every corresponding new bank shall furnish to the
Centra]l Government the annual balance-gsheet, the profit and loss
account, and the auditor’s report and a report by its Board of
directors on the working and activities of ‘the bank during the
period covered by the accounts.”;

(#1) In sub-seation (8), for the words “for not less than thirty
days before each House of Parliament as soon ag may be after each
such report is received by the Central Government”, the words “as
goon as may be after they are received before each House of Parlia-
ment, while it is in session, for a total period of thirty days which
may be comprised in ohe session or in two or more successive
sesgions” shall be substituted;

(iv) after sub-section (8), the following sub-section shall be
inserted, namely: —

“(9) Without prejudice to the foregoing provisions, the
Central Government may, at any time, appoint such number of
auditors as it thinks fit to examine and report on the accounts
of a corresponding new bank and the auditors so appointed shall
bhave 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.”.

68. After section 16 of the Bank Natiohalisation Act, the following

section shall be inserted, namely:—

“16A. (I) Where any arrangement entered into by a correspond-
ing new bank with a company provides for the appointment by the
corresponding new bank of one or more directors of such company,
such provision and any appointment of directors made in pursuance
thereof shall be valid and effective notwithstanding anything to the
contrary contained in the Companies Act, 1856, or in sny other law
for the time being In force or in the memorandum, articles of
assoclation or any other instrument relating to the Company, and
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any provision regarding share qualification, ‘age limit, number of
directorships, removal from office of directors and such like conditions
contained in any such law or instrument aforesaid, shall not apply
to any director appointed by the correspending new -bank in pursu-
ance of the arrangement as aforesaid,

(2) Any director appointed as aforesaid shall—

(¢) 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 hank;

(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 dutles as a director or
anything in relation thereto;

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

Amend- 69. In section 19 of the Bank Nationalisdtion Act, after sub-section
mtn°§9 (3), the f{ollowing sub-section shall be inserted, namely:—
Q B

‘“(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 laid before each House of
Parliament, while it is in session, for a total perlod of thirty days
which may be comprised in one session or in two or more successive
sesglons, and if, before the expiry of the session immediately follow-
ing the session or the successive sessions aforesaid, both Houses
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 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.”, -

CHAFTER IX
AMENDMENTS TO THE REGIONAL RURAL BANKs AcT, 1876
Amend. 70. Section 30’ of the Regional Rural Bankg Act, 1976 shall be re- 21 of 1976
ment of numbered ag sub-section (1) thereof, and after sub-section (1) as so re-

section 80 tumbered, the following sub-gection shall be inserted, namely:—

“(2) Every regulation shall, a2s soon as may be after it is made
under this Act by the Roard of directors, 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
narfod of thirty days which may be comprised in one session or in
two or more successive sesslons, and if, before the expiry of the
session immediately following the session or the successive sessions
aforesaid, both Heuses agree In making any modiflication in the
regulation or both Hougeg agree that the regulation should not he
made, the regulation shall thereafter have effect only in such modi-
fied form or be of no effect, as the case may be; so, however, that
any such modification or annulment shall be without prejudice te
the validity of anything previously done under that regulation.”,
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CHAPTER X

AMFENDMENTS TO THE BANKING COMPANIES (ACQUISITION AND
TrANSFER OF UNDERTAKINGS) Act, 1980

71. In seclion 3 of the Banking Companies (Acquisition and Transfer
40 of 1980, of Underlakings) Act, 1980 [hereafter in this Chapter referred to as the
Benk {Second) Nationalisation Act],—

(i) in gub-section (39), for the words “one or more forms of
business”, the words “one or more of the other forms.of business”
shall be substituted;

(i) after sub-section (6). the following sub-section shall be
inserted, namely:— '

(7) (i) The corresponding new bank shall if so required
by the Reserve Bank, act as agent of the Reserve Bank at all
places in India where it has a branch, for—

(a) paying, receiving, collecting and remitting money,
bullion and securities on behalf of any Government in
India; and

(b) undertaking and transacting any other business
which the Reserve Bank may from time to time entrust
to it
(i) The terms and conditions on which any such agency
business shall be carrled on by the corresponding new bank on
behalf of the Reserve Bank shall be such as may be agreed upon

(ii1) If no egreement can be reached on any matter referred
to in clause (it), or if a dispute ariges between the corresponding
new bank and the Reserve Bank ag to the interpretation of any.
agreement between them, the matter shall be referred to the
Central Government and the decision of the Central Govern-
ment thereon shall be final.

(iv) The corresponding new bank may transact any business
or, perform any functions entrusted to it under clause (i), by

itself or through any agent apptoved by the Reserve Bank.”.

72. In sectlon 9 of the Bank (Second) Nationalisation Act, sub-
section (5) shall be re-numbered as sub-section (6) and before sub-
seclion (6) as so re-numbered, the following sub-section and Explana-
tion shall be inserted, namely:—

‘(9) On and from the date of coming into operation of a scheme
made under this section with respect to any of the matters referred
to in clause (c) of sub-section (2) or any matters incidental, conse-
quential and supplemental thereto—

(a) the scheme shall be binding on the corresponding new
bank 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 persons 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; '
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(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 trans-
ferred ‘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
transferred to, and become the Uabilities of, the corporation or
corporations brought into existence by reconstitution of the
banking institution or the corresponding new bank, ag’' the case
may be.

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

Amend- 73. In section 10 of the Bank (Second) Natlonalisation Act—

ment of )

seetion (i) after sub-gsection (4), the following Explanations shall be
10. inserted, namely: —

“Explanation I.—For the purposes of this Act,—

(a) the balq-nce—sheet ghall not be treated as not dis-
closing a true and fair view of the affairs of the corresponding
new bank, and

(b) the profit and loss 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 aceount, 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

10 A
other Act, not required to be disclosed. oF 1649

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

(i) those matters are such as the corresponding new
bank ig, by virtue of any provision contained in the Banking
Regulation Act, 1949, read with the relevant provisiong of  10of 1940.
this Act, or any other Act, not required to disclose; and

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

(it) after sub-section (7), the following sub-section shall be
ingerted, namely:—

- “(7TA) Every corresponding new bank shall furnish to the
Central Government the annusl balance-sh :et, the profit and
loss account, and the auditor’s report and a report by its Board
of directors on the working and activities of the bank during the
period covered by the accounts.”;



1 ef 1956

Sec. 1] THE GAZFTTE OF INDIA EXTRAORDINARY

45

(#i2) in sub-section (&), for Qi+ words “for not less than thirty
days before each House of Pdatliumeant as soon as may be after each
such repori is recewved by .ne Central Government”, the words “as
soon as may be after they are received be fore each House of Parlia-
ment, while it is in session, for a total pcriod of thirty days which
may be comprised in one session or in two or more successive
sessions” shall be subslituted;

(w) after subrsection (§), the following sub-gsection. ghall be
inserted, namely: —

“(9) Without prejudice to the foregoing provisions, the
Central Government may, at any limec, appoint such number of
auditors as it thinks fit to examine and report on the accounts of
a corresponding new bhark and the auditors so appoinied shall
have all the nights P leges and avthority in relution to  the
audit of the uccounts of the correspording new bank which *an
auditor appointed by the corresponding new bank has upnder this
section.”

74. After section 16 of the Bank (RSecond) Natioualisation Act, lhe

following section shall be inzeited, nainely:—

“18A. (1) Where any arrangement entered into by a correspond-
ing new bank with a company provides for the appoiniment by the
corregponding new bank of one or more directors of such company,
such provision and any appointment of directors made in pursuance
thereof shall be valid and effcetive notwithstanding anything to the
contrary contained in the Companies Acl, 1956 or in any other law
for the time being in force /r in the memorandum, articles of asso-
ciation or any other instrument relating to the company, and any
provision regarding share qualification, age limit, number of direc-
torships, removal from officc of directors and such like conditions
conlained in any such law or mstrumeni aforesaid, shall not apply
to any director appointed by the corresponding new bank in pursu-
ance of the arrangement us aforesaid.

(2) Any director appointed ag aforesaid shall—

(a) hold office during the pleasure of the correspending new
bank and may he remoyed or substifuled by any person by
otder in writing of the corresponding new bank;

(b) not incur any obligation or liability by reason only of
hig being a director or for anything done or omitted 1o be done
in good faith in the discharge ol his duties as a dircctor 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 direclors liable
to such relirement.”.

75. In section 19 of the Bank (Second) Natlionalisation Act, after sub-

section (3), the following sub-section <hal] be inserted namely:—

“(4) Every regulation shall, a3 soon as may be after it is made
under this Act by the Board of directors of a corresponding new
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bank, 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 cxpiry of the seggion immediately follow-
ing the session or the successive sessions aforesaid, both Houses
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 such modified form or be of no effect,
as the case may be; so, however, that oany such modification or

annulment shall be without prejudice to the validity of anything
previously done under that regulation.”.

R. V. 8. PERI SASTRI,
Secy. to the Govt, of India.
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