THE BANKI NG REGULATI ON ACT, 1949
ACT NO. 10 OF 1949 *1

[10th March, 1949.] W

An Act to consolida e and amend the law rel ting t 0 banking 2***,

PART

PRELIMINARY

PART I

PRELIMINARY

1.

Short title, extent and commencement.

1. Short title, extent and commencement.- (1 ) This Act may be
called the Banking 3*[Regulation] Act, 1949.

4*[(2) It extends to the whole of India 5*** ]

(3) It shall come into force on such date *6 as the Central
Government may, by notification in the Official Gazette, appoint in
this behalf.

2.

Application of other laws not barred.

2. Application of other laws not barred.-Th e provisions of this
Act shall be in addition to, and not, save as he reinafter expressly
provided, in derogation of the 7*[Companies Act, 1956 (1 of 1956)],

and any other law for the time being in force.

3.

Act to apply to co-operative socities in certain ¢ ases.

8*[3. Act to apply to co-operative societies in certain cases.-
Nothing in this Act shall apply to--



(a) a primary agricultural credit society;

(b) a co-operative land mortgage bank; and

1. This Act has been extended to Goa, Daman a
1963 s. 3 and Sch. and to Dadra and Nagar Hav
1965)
by Reg. 6 of 1963 s. 2 and Sch. I.
Nothing contained in this Act, except section
to the Development Bank; vide Act 18 of 1964,
2. The word "companies" omitted by Act 23 of 19
3-1966).
Subs. by s. 11, ibid., for "Companies" (w.e.f
Subs. by Act 20 of 1950, s. 2, for the former
The words "except the States of Jammu and Kas
62 of 1956, s. 2 and Sch. (w.e.f. 1-11-1956).
6. 16th March, 1949, see Notification No. F.
the 10th March, 1949, Gazette of India, 1949,
7. Subs. by Act95 of 1956, s. 14 and Sch., f
Act, 1913 (7 of 1913)" (w.e.f. 14-1-1957).
8. Subs. by Act 23 of 1965, s. 12, for s. 3 (w.e

S
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(c) any other co-operative society, exceptin t
to the extent specified in Part V.]

4.

Power to suspend operation of Act.

4. Power to suspend operation of Act.-(1) The
if on a representation made by the Reserve Bank
satisfied that it is expedient so to do, may by
Official Gazette suspend for such period, not exce
may be specified in the notification, the operati
the provisions of this Act, either generally or
specified banking company.

(2) In a case of special emergency, the Gov
Bank, or in his absence a Deputy Governor of
nominated by him in this behalf may, by order in w
powers of the Central Government under sub-section
the period of suspension shall not exceed thirty
Governor or the Deputy Governor, as the case may
report the matter to the Central Government fort
shall, as soon as may be, be published in the Gaze

(3) The Central Government may, by notifica
Gazette, extend from time to time the period of an
under sub-section (1) or sub-section (2) for
exceeding sixty days at any one time, as it thinks
the total period does not exceed one year.

(4) A copy of any notification issued under s

nd Diu by Reg. 11 of
eli (w.e.f. 1-7-

34A, shall apply
s. 34.
65, s. 10 (w.e.f. 1-

. 1-3-1966).
sub-section.
hmir" omitted by Act

4 (46)-F-1/49, dated
Pt. I, p. 326.
or "Indian Companies

{f. 1-3-1966).
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be laid on the table of 1*[Parliament] as soon a
issued.

5.

Interpretation.

5. Interpretation.- 2*[In this Act], unless
repugnant in the subject or context,--

3*[(a) "approved securities" means--

(i) securities in which a trustee may invest
under clause (@), clause (b), clause (bb
or clause (d) of section 20 of the India
1882 (2 of 1882);

(i) such of the securities authorised b
Central Government under clause (f) of
the Indian Trusts Act, 1882 (2 of 1882),

prescribed;]

(b) "banking"” means the accepting, for the
lending or investment, of deposits of mo
public, repayable on demand or otherw
withdrawable by cheque, draft, order or ot

1. Subs. by the A. O. 1950, for "the Dominion Le

2. Subs. by Act 55 of 1963, s. 6, for "(1) in th
1964).

3. Subs by Act 1 of 1984, s. 13, for sub-clause
15-2-1984).

50A-51

(c) "banking company" means any company which t
business of banking 1*[in India];

Explanation.--Any company which is engaged
manufacture of goods or carries on any tr
accepts deposits of money from the publ
the purpose of financing its busine
manufacturer or trader shall not be deemed
the business of banking within the mean
clause;

2*[(ca) "banking policy" means any policy which
from time to time by the Reserve Bank in
of the banking system orin the interes
stability or sound economic growth, havi
to the interests of the depositors, th
deposits and other resources of the bank
for equitable allocation and the efficient
deposits and resources;]
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3*[(cc) "branch” or "branch office", in rel
banking company, means any branch or br
whether called a pay office or sub-pay off
other name, at which deposits are recei
cashed or moneys lent, and for the purpos
35 includes any place of business where a
of business referred to in sub-section (1)
is transacted;]

4*[(d) "company" means any company as defined

of the Companies Act, 1956 (1 of 1956); an
foreign company within the meaning of sec
that Act;]

5*[(da) "corresponding new bank" means a corr
bank constituted under section 3 of
Companies (Acquisition and Transfer of
Act, 1970 (5 of 1970), or under sectio
Banking Companies (Acquisition
Undertakings) Act, 1980 (5 of 1990)

6* * * *

(f) "demand liabilities" means liabilities whic
on demand and "time liabilities" means
which are not demand liabilities;

7*[(ff) "Deposit Insurance Corporation" means
Insurance Corporation established under
the Deposit Insurance Corporation Act,
1961);]

5*[(ffa) "Development Bank" means the Industria
Bank of India established under section
Industrial Development Bank of India Act,
1964);

(ffb) "Exim Bank" means the Export-Import Ba
established under section 3 of the Expor
of India Act, 1981 (28 of 1981);]

8*[(ffc) "Reconstruction Bank" means the
Reconstruction Bank of India established
3 of the Industrial Reconstruction Bank
1984 (62 of 1984;]

9*[(ffd) "National Housing Bank" means the Nat
Bank established under section 3 of
Housing Bank Act, 1987 ( 53 of 1987);]

(9) "gold" includes gold in the form of coin,
tender of

aprwdE

Subs. by Act 20 of 1950, s. 3, for "in any st
Ins. by Act 58 of 1968 . s. 2 (w.e.f. 1-2-196
Ins. by Act 33 of 1959. s. 2 (w.e.f. 1-10-195
Subs. by s. 2, ibid., for cl. (d) (w.e.f. 1-1
Ins. by Act 1 of 1984, s. 13 (w.e.f. 15-2-1
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6. CI (e) omitted by Act 52 of 1953, s. 2.

7. Ins. by Act 47 of 1961, s. 51 and Sch. Il (w.
8. Ins by Act 62 of 1984, s. 71 and Sch. Il (w.
9. Ins. by Act 53 of 1987, s. 56 and Sch. II (w.
52

not or in the form of bullion or ingot, wh
or not;

1*[(gg) "managing agent" includes,--
(i) secretaries and treasurers,

(ii) where the managing agent is a company,
director of such company, and any membe
holds sub-stantial interest in such compan

(iii) where the managing agentis a firm
partner of such firm;]

2*[(h) "managing director”, in relation to
company, means a director who, by vir
agreement with the banking company or of
passed by the banking company in general
its Board of directors or, by virtue of i
or articles of association, is entruste
management of the whole, or substantially
the affairs of the company, and include
occupying the position of a managing d
whatever name called:]

3*[Provided that the managing director shall
subject to the superintendence, control and direc
directors.]

4*[(ha) "National Bank" means the National B

and Rural Development established under section 3
for Agriculture and Rural Development Act, 1981 (6

5* * * *

() "prescribed" means prescribed by rules ma
Act;

6*[(ja) "regional rural bank" means a region
established under section 3 of the Regiona
Act, 1976 (21 of 1976);]

5* * * *

6*[(I) "Reserve Bank" means the Reserve Ba
constituted under section 3 of the Rese
India Act, 1934 (2 of 1934);]

5**** *

e.f. 1-1-1962).
e.f. 20-3-1985).
e.f. 9-7-1988).
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(n) "secured loan or advance" means a loan or
on the security of assets the market valu
not at any time less than the amount of
advance; and "unsecured loan or advance"
or advance not so secured;

7*[(na) "small scale industrial concern" means
concern in which the investment in plant
is not in excess of seven and a half lakhs
such higher amount, not exceeding twen
rupees, as the Central Government may, by
in the Official Gazette, specify in this b
regard to the trends in industrial dev
other relevant factors;

8*[(nb) "Sponsor Bank" has the meaning assigned
Regional Rural Banks Act, 1976 (21 of 1976

(nc) "State Bank of India" means the State B
constituted under section 3 of the State
Act, 1955 (23 of 1955);]

7*[(nd) "subsidiary bank" has the meaning assi
the State Bank of India (Subsidiary Ban
(38 of 1959);

1. Ins.by Act58 of 1968, s. 2., (w.e.f. 1-2-

(gg) ins. by Act 20 of 1950, s. 5, was omitte
s. 2 and Sch. (w.e.f. 1-11-1956).

Subs. by Act 33 of 1959, s. 2, for cl. (h) (w
Added by Act 58 of 1968, s. 2 (w.e.f. 1-2-196
Ins. by Act 61 of 1981, s. 61 and Sch. Il (w.
Cls. (i), (k) and (m) omitted by Act 33 of 19
10-1959).

Subs renumbered & ins. by Act 1 of 1984, s. 1
Ins. by Act 58 of 1968, s. 2 (w.e.f. 1-2-196
Ins. by Act 1 of 1984, s. 13, (w.e.f. 15-2-19
cl (nb) renumbered as cl (nb) by s. 13, ibid,

arLD

©X~N®

52A
1*[(ne) "substantial interest",--

(i) in relation to a company, means the hold
a beneficial interest by an individual or
minor child, whether singly or taken tog
shares thereof, the amount paid-up on whi
five lakhs of rupees or ten per cent. o
capital of the company, whichever is less;

(ii) in relation to a firm, means the bene
interest held therein by an individual or
minor child, whether singly or taken to
represents more than ten per cent. of the
subscribed by all the partners of the said
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2*[(ni) "Small Industries Bank"™ means the Sma
Development Bank of India established un
of the Small Industries Development Bank
1989 (39 of 1989);]

3*[(0) all other words and expressions used h
defined and defined in the Companies Act,
1956.) shall have the meanings respectivel
them in that Act.]

4**** *

5A.

Act to override memorandum, articles, etc.

5*[5A. Act to override memorandum, articl
otherwise expressly provided in this Act,--

(a) the provisions of this Act shall
notwithstanding anything to the contrary
the memorandum or articles of a banking c
any agreement executed by it, or in an
passed by the banking company in general
its Board of directors, whether the same b
executed or passed, as the case may be, be
the commencement of the Banking Companie
Act, 1959; and

(b) any provision contained in the memorandum,
agreement or resolution aforesaid shall,
to which it is repugnant to the provisions
become or be void, as the case may be.]

PART

BUSINESS OF BANKING COMPANIES

PART Il

BUSINESS OF BANKING COMPANIES

6.

Forms of business in which banking Companies may e

6. Forms of business in which banking Compa
(1)
In addition to the business of banking, a bankin
in any one or more of the following forms of busin
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(a) the borrowing, raising, or taking up of

lending or advancing of money either up
security; the drawing, making, accepting,
buying, selling, collecting and dealing
exchange, hoondees, promissory notes, cou
bills.

1. ClI(nc) renumbered as cl (ne) by Act 1 of 1984

15-2-1984).

2. Ins. by Act 39 of 1989, s. 53 and Sch. Il (w

3.

Ins. by Act 33 of 1959, s. 2 (w.e.f. 1-10-195

4. Sub-section (2) omitted by the A. O. 1950.

5.
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Ins. by Act 33 of 1959, s. 3 (w.e.f. 1-10-195

of lading, railway receipts, warrants,
certificates, scrips and other instr
securities whether transferable or negot
the granting and issuing of letters
traveller's cheques and circular notes;
selling and dealing in bullion and specie
and selling of foreign exchange including
notes; the acquiring. holding, issuing on
underwriting and dealing in stock, fu
debentures, debenture stock, bonds, ob
securities and investments of all kinds; t
and selling of bonds, scrips or oth
securities on behalf of constituents or
negotiating of loans and advances; the rec
kinds of bonds, scrips or valuables on de
safe custody or otherwise; the provid
deposit vaults; the collecting and tran
money and securities;

(b) acting as agents for any Government or lo

or any other person or persons; the car
agency business of any description in
clearing and forwarding of goods, giving
and discharges and otherwise acting as a
behalf of customers, but excluding the
1*[managing agent or secretary and treas
company;

(c) contracting for public and private loans an

and issuing the same;

(d) the effecting, insuring, guaranteeing,

participating in managing and carrying
issue, public or private, of State, munic
loans or of shares, stock, debentures,
stock of any company, corporation or as
the lending of money for the purpose of an

(e) carrying on and transacting every kind of g

indemnity business;

money; the
on or without
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(g) acquiring and holding and generally deal
property or any right, title or interest i

1. Subs. by Act 33 of 1959, s. 4, for "managing
1959).
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property which may form the security or
security for any loans or advances or wh
connected with any such security;

(h) undertaking and executing trusts;

() undertaking the administration of estates
trustee or otherwise;

() establishing and supporting or aiding
establishment and support of associati
institutions, funds, trusts and convenienc
to benefit employees or ex-employees of t
the dependents or connections of such pers
pensions and allowances and making paym
insurance; subscribing to or guaranteein
charitable or benevolent objects or for a
or for any public, general or useful objec

(k) the acquisition, construction, mainte
alteration of any building or works
convenient for the purposes of the company

() selling, improving, managing, developing,
leasing, mortgaging, disposing of or
account or otherwise dealing with all or
the property and rights of the company;

(m) acquiring and undertaking the whole or an
business of any person or company, when s
is of a nature enumerated or described i
section;

(n) doing all such other things as areinc
conducive to the promotion or advance
business of the company;

(o) any other form of business which the Centr
may, by notification in the Official Gaze
as a form of business in whichit is |
banking company to engage.

(2) No banking company shall engage in any fo
than those referred to in sub-section (1).
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Use of words "bank", "banker", "banking" or "banki

1*[7. Use of words "bank", "banker", "ban
company".- (1) No company other than a banking
part of its name 2*[or in connection with its

words "bank", "banker" or "banking"

1. Subs. by Act 55 of 1963, s. 7, for s. 7 (w.e.
2. Ins. by Act 1 of 1984, s. 14 (w.e.f. 15-2-198

55

and no company shall carry on the business of bank
it uses as part of its name at least one of such w

(2) No firm, individual or group of indivi
purpose of carrying on any business, use as part
any of the words "bank", "banking" or "banking com

(3) Nothing in this section shall apply to--

(a) a subsidiary of a banking company formed fo
of the purposes mentioned in sub-section (
19, whose name indicates thatit is a
that banking company;

(b) any association of banks formed for the
their mutual interests and registered und
of the Companies Act, 1956 (1 of 1956).]

8.

Prohibition of trading.

8. Prohibition of trading.- Notwithstanding a
section 6 orin any contract, no banking compa
indirectly deal in the buying or selling or barter
in connection with the realisation of security giv
or engage in any trade, or buy, sell or barter
otherwise than in connection with bills of exch
collection or negotiation or with such of its bus
to in clause (i) of sub-section (1) of section 6:

1*[Provided that this section shall not
business as it specified in pursuance of clause (o
of section 6.]

Explanation.--For the purposes of this sect
every kind of movable property, other than action
shares, money, bullion and specie, and all instrum
clause (a) of sub-section (1) of section 6.
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Disposal of non-banking assets.

9. Disposal of non-banking assets.- Notwi
contained in section 6, no banking company shal
property howsoever acquired, except such as is
use, for any period exceeding seven years from the
or from the commencement of this Act, whichever
extension of such period as in this section
property shall be disposed of within such period
as the case may be:

Provided that the banking company may, within
years as aforesaid, deal or trade in any such prop
of facilitating the disposal thereof:

1. Subs. by Act 1 of 1984, s. 15, for the provis
15-2-1984).
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Provided further that the Reserve Bank may in
extend the aforesaid period of seven years b
exceeding five years where it is satisfied that s
be in the interests of the depositors of the banki

10.

Prohibition of employment of managing agents an
oncertain
forms of employment.

1*[10. Prohibition of employment of man
restrictions on certain forms of employment.-(1) N

(a) shall employ or be managed by a managing ag
(b) shall employ or continue the employment of

(i) who is, or at any time has bee, adjud
insolvent, or has suspended payment or h
with his creditors, or who is, or has bee
by a criminal court of an offence inv
turpitude; or

(i) whose remuneration or part of w
remuneration takes the form of commission
in the profits of the company:

2*[Provided that nothing contained in this sub
apply to the payment by a banking company

(a) any bonus in pursuance of a settlemen
award arrived at or made under any law
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industrial disputes or in accordance wit
framed by such banking company or in acc
the usual practice prevailing in banking b

(b) any commission to any broker (inc
guarantee broker), cashier-contractor,
forwarding agent, auctioneer or any ot
employed by the banking company under
otherwise than as a regular member of the
company; or]

(iii) whose remuneration is, in the opinion
Reserve Bank, excessive ; or

(c) shall be managed by any person--

3*[(i) who is a director of any other compan
being--

(a) a subsidiary of the banking company, or

(b) a company registered under section 25
Companies Act, 1956 (1 of 1956.):

1. Subs. by Act 95 of 1956, s. 2, for the former
1-1957).

2. Subs. by Act 33 of 1959, s. 6, for the forme
10-1959).

3. Subs. by s. 6, ibid., for sub-clause (i) (w.e
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Provided that the prohibition in this sub-cla
apply in respect of any such director fo
period not exceeding three months or
period not exceeding nine months as the
may allow; or]

(i) who is engaged in any other busine
vocation; or

(i) 1*[whose term of office as a person ma
the company is] for a period exceeding
any one time:

2*[Provided that the term of office of an
may be renewed or extended by further perio
exceeding five years on each occasion subj
the condition that such renewal or extension
not be sanctioned earlier than two years fr
date on which it is to come into force:

Provided also that where the term of offi
such person is for an indefinite period
unless it otherwise comes to an end earlie
to an end immediately on the expiry of fi
the date of his appointment or on the ex
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months from the date of commencement of
the Banking Laws (Miscellaneous Provisio
(55 of 1963), whichever is later:]

Provided further that nothing in this clause
apply to a director, other than the manag
of a banking company by reason only of h
director.

Explanation.--For the purpose of sub-clause
of clause (b), the expression "remun
relation to a person employed or ¢
employment, shall include salary, fees an
but shall not include any allowances or
paid to him for the purpose of reimburs
respect of the expenses actually incurred
performance of his duties.

(2) In forming its opinion under sub-clause

sub-section (1), the Reserve Bank may have regard

to the following:--

() the financial condition and history of
company, its size and area of operation, i
the volume of its business, and the tr
earning capacity;

1. Subs. by Act55 of 1963, s. 8, for certain
1964).

2. Subs. by s. 8, ibid., for the first Proviso (
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(ii) the number of its branches or offices;

(i) the qualifications, age and experience
concerned,;

(iv) the remuneration paid to other persons em
banking company or to any person occupyi
position in any other banking compa
situated; and

(v) the interests of its depositors.

l*[z* * k% * *

(6) Any decision or order of the Reserve
section shall be final for all purposes.

10A.

Board of directors to include persons with prof
otherexperience.
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3*[10A. Board of directors to include perso
or other experience.- (1) Notwithstanding anythin
other law for the time being in force, every banki

(a) in existence on the commencement of secti
Banking Laws (Amendment) Act, 1968, or

(b) which comes into existence thereafter,
shall comply with the requirements of this section
Provided that nothing contained in this sub-

apply to a banking company referred to
for a period of three months from such com

(2) Not less than fifty-one per cent. of t

members of the Board of directors of a banking ¢
of persons, who--

(a) shall have special knowledge or practical
respect of one or more of the followi
namely:--

(i) accountancy,

(i) agriculture and rural economy,

(iii) banking,

(iv) co-operation,

(v) economics,

(vi) finance,

(vii) law,

(viii) small-scale industry,

(ix) any other matter the special knowled
and practical experience in, which wou
opinion of the Reserve Bank, be useful to
company:

Provided that out of the aforesaid number of d
less than two shall be persons having spec
or practical experience in respect of ag
rural economy, co-operation or small-scal
and

(b) shall not--

(1) have substantial interest in, or be con
with, whether as employee, manager or mana

1. Subs. by Act 33 of 1959, s. 6, for the for
(w.e.f. 1-10-1959).

ns with professional
g contained in any
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section shall
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2. Sub-sections (3), (4) and (5) omitted by Ac
(w.e.f. 1-2-1964).
3. Ins. by Act 58 of 1968, s. 3 (w.e.f. 1-2-1969
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(i) any company, not being a company
registered under section 25 of the Companie
1956 (1 of 1956.), or

(i) any firm,

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

(2) be proprietors of any trading, commer
concern, not being a small-scale industrial concer

1*[(2A) Notwithstanding anything to the contr
Companies Act, 1956 (1 of 1956), or in any othe
being in force,--

() no director of a banking company, othe
chairman or whole-time director, by whatever
hold office continuously for a period exceedi

(ii) a chairman or other whole-time director
company who has been removed from office a
whole-time director, as the case may be, und
this Act shall also cease to be a director of
and shall also not be eligible to be appoint
such banking company, whether by electio
otherwise, for a period of four years from
ceasing to be the chairman or whole-time d
may be.]

(3) If, inrespect of any banking company,
laid down in sub-section (2), are not fulfilled at
of directors of such banking company shall re-cons
as to ensure that the said requirements are fulfil

(4) If, for the purpose of re-constituting
section (3), itis necessary to retire any direct
Board may, by lots drawn in such manner as may b
which director or directors shall cease to hold
decision shall be binding on every director of the

(5) Where the Reserve Bank is of opinion that
the Board of directors of a banking company is s
fulfil the requirements of sub-section (2), it
such banking company a reasonable opportunity o
order in writing, direct the banking company to
Board of directors as to ensure that the said
fulfilled and, if within two months from the date
order, the banking company does not comply with th
the Reserve Bank, that Bank may, after determini
such manner as may be prescribed, the person who

t 55 0f 1963, s.8

).
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from the membership of the Board of directors, rem
the office of the director of such banking compan
complying with the provisions of sub-section (2),
person as a member of the Board of directors i

person so removed whereupon the person so appointe

have been duly elected by the banking company as i

(6) Every appointment, removal or reconstitu
every election duly held, under this section shall
not be called into question in any court.

(7) Every director elected or, as the case
under this section shall hold office until the d
predecessor would have held office, if the electio
or, as the case may be, the appointment had not be

1. Ins. by Act1 of 1984, s. 16 (w.e.f. 15-2-198
58B

(8) No act or proceeding of the Board of di
company shall be invalid by reason only of an
composition thereof or on the ground that
discovered that any of its members did not fulfil
this section.

10B. 2*[(1) Notwithstanding anything containe
time being in force or in any contract to the con
company in existence on the commencement of the
(Amendment) Act, 1994, or which comes into existe
have one of its directors, who may be appointed
part-time basis as chairman of its Board of direct
appointed on a whole-time basis, as chairman
directors, he shall be entrusted with the manage
the affairs of the banking company:

Provided that the chairman shall exercise h
the superintendence, control and direction of the

(1A) Where a chairman is appointed on a part-

(i) such appointment shall be with the previou
the Reserve Bank and be subject to such condi
Bank may specify while giving such approval;

(ii) the management of the whole of the aff
banking company shall be entrusted to a man
shall exercise his powers subject to the supe
and direction of the Board of directors.]

(2) 2*[Every chairman of the Board of direct
on a whole-time basis and every managing direct
company shall be in the whole time employment
shall hold office for such period, not exceeding
Board of directors may fix, but shall, subject
this section, be eligible for re-election or re-ap

ove such person from
y and with a view to
appoint a suitable

n the place of the

d shall be deemed to
ts director.

tion duly made, and
be final and shall
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Provided that nothing in this sub-section sh
prohibiting a chairman from being a director of
banking company or a director of a company registe
of the Companies Act, 1956 (1 of 1956).

(3) Every person holding office on the commen
of the Banking Laws (Amendment) Act, 1968 (1 of 1
director of a banking company shall--

(a) if there is a chairman of its Board of dire
office on such commencement, or

(b) if there is no chairman of its Board of
vacate office on the date on which the ch
Board of directors is elected or a
accordance with the provisions of this sec

(4) 2*[Every chairman who is appointed on a
every managing director of a banking company appo
section (1A)] shall be a person who has spe
practical experience of--

(a) the working of a banking company, or of t
of India or any subsidiary bank or
institution, or

(b) financial, economic or business administrat

1. Subs. by Act 20 of 1994, s. 2, for sub-sectio
31-1-1994).
2. Subs. by s. 2, ibid., for certain words (w.e
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Provided that a person shall be disqualif
1*[chairman who is appointed on a whole-time b
director] if he--

(a) is a director of any company other tha
referred to in the proviso to sub-section

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

(c) has substantial interest in any other com
or

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

(e) is engaged in any other business or vocatio
(5) 1*[A chairman of the Board of directors

whole-time basis or a managing director] of a ban
writing under his hand addressed to the company

all be construed as
a subsidiary of the
red under section 25

cement of section 3
956), as managing

ctors, vacate

directors,
airman of its
ppointed in
tion.

whole-time basis and

inted under sub-
cial knowledge and

he State Bank
a financial

n (1) (w.e.f.

.f. 31-1-1984).

ied for being a
asis or managing

n a company
(2), or

on any trade,

pany or firm,

partner or
industrial

n.
appointed on a

king company may, by
, resign his office



2**** *

3*[(5A) 1*[A chairman of the Board of dire
whole-time basis or a managing director] whose ter
to an end, either by reason of his resignation or
of the period of his office, shall, subject to th
Reserve Bank, continue in office until his success

(6) Without prejudice to the provisions of s
the Reserve Bank is of opinion that any person
elected to be, the 1*[chairman of the Board of
appointed on a whole-time basis or the managing di
company is not a fitand proper person to hold
after giving to such person and to the banking
opportunity of being heard, by order in writing,
company to elect or appoint any other person as th
Board of directors who is appointed on a whole
managing director] and if, within a period of two
of receipt of such order, the banking company
appoint a suitable person as the 1*[chairman of th
who is appointed on a whole-time basis or the man
Reserve Bank may, by order, remove the first-menti
2*[chairman of the Board of directors who is appoi
basis or the managing director] of the banking co
suitable person in his place whereupon the perso
be deemed to have been duly elected or appointed,
as the 1*[chairman of the Board of directors who
whole-time basis or the managing director] of such
any persons elected or 1*[appointed as chairman o
or managing director] under this sub-section shall
residue of the period of office of the person is
been so elected or appointed.

(7) The banking company and any person agai
removal is made under sub-section (6) may, within
date of communication to it or to him of the ord
to the Central Government and the decision of the
thereon, and subject thereto, the order made by th
sub-section (6), shall be final and shall not be
in any court.

(8) Notwithstanding anything contained in
Reserve Bank may, if inits opinion it is nece
interest so to do, permit 1*[the chairman of th
who is appointed on a whole-time basis or the ma
undertake such part-time honorary work as is not
with his duties as 1*[such chairman or managing di

1. Subs. by Act, 20 0of 1994, s. 2 (w.e.f. 31-1
2. Certain words omitted by Act 1 of 1984, s. 17
3. Ins. by s. 17, ibid, (w.e.f. 15-1-1984).
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(9) Notwithstanding anything contained int
person 1*[appointed on a whole-time basis, as chai

ctors appoint on a
m of office has come
by reason of expiry
e approval of the

or assumes office]
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ssary in the public
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-1994).

(w.e.f. 15-2-84).

his section, where a
rman of the Board of



directors or managing director] dies or resigns o
otherwise rendered incapable of carrying out his
on leave or otherwise in circumstances not involv
his office, the banking company may, with the app
Bank, make suitable arrangements for carrying o
chairman or managing director] for a total perio
months.

10BB

Power of Reserve Bank to appoint chairman of a ban

2*[10BB. Power of Reserve Bank to appoint ¢
company.- (1) Where the office of the 3*[chairma
directors appointed on a whole-time basis or a man
banking company is vacant, the Reserve Bank may,
that the continuation of such vacancy is likely
the interests of the banking company, appoint a
under sub-section (4) of section 10B to be so
3*[chairman of the Board of directors appointed on
or a managing director] of the banking company and
appointed is not a director of such banking compan
as he holds the office of the 3*[chairman of th
appointed on a whole-time basis or a managing dir
be director of the banking company.

(2) The 3*[chairman of the Board of direct
whole-time or a managing director] so appointed
shall be in whole-time employment of the banking
hold office for such period not exceeding three y
Bank may specify, but shall, subject to other pro
be eligible for reappointment.

(3) The 3*[chairman of the Board of direct
whole-time basis or a managing director] so appoi
Bank shall draw from the banking company such p
the Reserve Bank may determine and may be removed
the Reserve Bank.

(4) Save as otherwise provided in this sectio
section 10B shall, as far as may be, apply to the
Board of directors appointed on a whole-time ba
director] appointed by the Reserve Bank under sub
apply to a 3*[chairman of the Board of directors a
time basis or a managing director] appointed by th

10C.
Chairman and certain directors not to be r

holdqualification shares.

4*[10C. Chairman and certain directors not to
qualification shares. 5*[A chairman of the Board

r is by infirmity or
duties or is absent
ing the vacation of
roval of the Reserve
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appointed on a whole-time basis or a managing di
company (by whomsoever appointed) and a director
(appointed by the Reserve Bank under section
required to hold qualification shares in the banki

10D.

Provisions of sections 10A, 10B and 10BB to overr
laws,contracts, etc.

10D. Provisions of sections 10A, 10B and 10BB t
laws, contracts, etc.- Any appointment or remov
chairman of the Board of directors who is appoin
basis or managing director] in pursuance of sectio
[or section 10BB] 7* shall have effect and any s
be entitled to claim any compensation for the lo
office, notwithstanding anything contained in a
contract, memorandum or articles of association.]

11.

Requirement as to minimum paid up capital and rese

11. Requirement as to minimum paid up capita
Notwithstanding anything contained in 8*[section
Act, 1956 (1 of 1956)], no banking company in
commencement of this Act, shall, after the expiry
such commencement or of such further period not e
the Reserve Bank, having regard to the interests
the company, may think fit in any particular case

1. Subs. by Act 20 of 1994, s. 2 (w.e.f. 31-1-19

2. Ins. by Act 1 of 1984, s. 18 (w.e.f. 15-2-19

3. Subs. by Act 20 of 1994, s. 3, for certain wo

1994).

4. Subs. by Act 1 of 1984, s. 19, for s. 10 (w.e.

5. Subs. by Act 20 of 1984, s. 4, for certain wor

1994).

6. Subs. by s. 5, for certain words (w.e.f. 3

7. Ins. by Act 1 of 1984, s. 20 (w.e.f. 15-2-1984

8. Subs. by Act 95 of 1956, s. 14 and Sch., for "
Indian Companies Act, 1913 (7 of 1913)" (w.e.f
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allow, carry on business 1*in India], and no o
shall, after the commencement of this Act, comm
business 1*[in India], 2*[unless it complies
requirements of this section as are applicable to

3*[(2) IN the case of a banking company inc
India--

rector] of a banking

of a banking company
10A) shall not be

ng company.]

ide all other
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the Central Government may, on the recommendation
and having regard to the adequacy of the amounts a
kept deposited by a banking company under sub-sect

(a) the aggregate value of its paid-up capital
shall not be less than fifteen lakhs of
it has a place or places of business in
Bombay or Calcutta or both, twenty lakhs o

(b)4*[the banking company shall deposit and k
with the Reserve Bank either in cash or i
unencumbered approved securities, or partl
partly in the form of such securities--

(i) an amount which shall not be less th
minimum required by clause (a); and

(i) as soon as may be after the expirat
each 5*** year, an amount calculated at
cent. of its profit for that year in re
business transacted through its branches
disclosed in the profit and loss account
reference to that year under section 29:]

Provided that any such banking company may at
(i) any securities so deposited by cash or b
unencumbered approved securities, or partl
partly by other such securities, so howe
total amount deposited is not affected;

(i) any cash so deposited by unencumbered
securities of an equal value.]

6*[(2A) Notwithstanding anything contained

1. Subs. by Act 20 of 1950, s. 3, for "in any St

2. Subs. by Act 33 of 1959, s. 7, for certain
1959).

3. Subs. by s. 7 ibid., for the former sub-secti
1959).

4. Subs. by Act 36 of 1962, s. 2 for certain wor

5. The words "calender" omitted by Act 66 of 198
30-12-1988).

6. Ins. by Act 36 of 1962, s. 2.
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(2) In relation to its deposit liabilities

order in writing that the provisions of sub-claus
of sub-section (2) shall not apply to such banking
period as may be specified in the order.]

(3) In the case of any banking company to whi

sub-section (2) do not apply, the aggregate val
capital and reserves shall not be less than--

() if it has places of businessin more th
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the city of
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five lakhs of rupees, and if any such pl
of business is or are situated in the city
Calcutta or both, ten lakhs of rupees;

(i) if it has all its places of business in o
of which is situated in the city of Bombay
one lakh of rupees in respect of its princ
business, plus ten thousand rupees inre
of its other places of business situate
district in which it has its principa
business, plus twenty-five thousand rupe
of each place of business situated elsew
State otherwise than in the same district:

Provided that no banking company to which
clause applies shall be required to h
capital and reserves exceeding an aggrega
five lakhs of rupees:

Provided further that no banking company to
this clause applies and which has only
business shall be required to have paid-u
reserves exceeding an aggregate value of f
rupees:

1*[Provided further thatin the case of
banking company to which this clause appli
commences banking business for the first t
commencement of the Banking Companies (Ame
1962, the value of its paid-up capital
less than five lakhs of rupees.]

(iii) if it has all its places of business
State, one or more of which is or are si
city of Bombay or Calcutta, five lakhs of
twenty-five thousand

1. Ins. by Act 36 of 1962, s. 2.
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rupees in respect of each place of busi
outside the city of Bombay or Calcutta, as
be:

Provided that no banking company to which
clause applies shall be required to h
capital and reserves exceeding an aggrega
ten lakhs of rupees.

Explanation.--For the purposes of this sub-
business situated 1*[in a State] other than
principal place of business of the banking compan
if it is not more than twenty-five miles distant
place of business, be deemed to be situated withi
such principal place of business.
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(4) Any amount deposited and kept deposited w
under 2*** sub-section (2) by any banking co
3*[outside India] shall, in the event of the com
reason to carry on banking business 4*[in India]
company on which the claims of all the creditors
India] shall be a first charge.

1. Subs. by Act 62 of 1956, s. 2 and Sch., for "
11-1956).

2. The words "the proviso to" omitted by Act

(w.e.f. 1-10-1959).

Subs. by Act 20 of 1950, s. 3, for "elsewhere

Subs. by s. 3, ibid., for "in the States".

AW
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1*[(5) For the purposes of this section,--

(a) "place of business" means any office, sub
pay office and any place of business at w
are received, cheques cashed or moneys len

(b) "value" means the real or exchangeable v
the nominal value which may be shown in
the banking company concerned.]

(6) If any dispute arises in computing the ag
paid-up capital and reserves of any banking comp
thereof by the Reserve Bank shall be final for
section.

12.

Regulation of paid-up capital, subscribed capit
authorisedcapital
and voting rights of shareholders.

2*[12. Regulation of paid-up capital, subsc
authorised capital and voting rights of sharehold
company shall carry on business in India, unles
following conditions, namely:--

(i) that the subscribed capital of the compan
than one-half of the authorised capital,
up capital is not less than one-half of t
capital and that, if the capital is in
complies with the conditions prescribed i
within such period not exceeding two yea
Reserve Bank may allow;

(ii) that the capital of the company consist
shares only or of ordinary shares or equi
such preferential shares as may have been
to the 1st day of July, 1944

ith the Reserve Bank
mpany incorporated
pany ceasing for any
, be an asset of the

of the company 4*in
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Provided that nothing contained in this sub
to any banking company incorporated before the 1
1937.

(2) No person holding shares in a banking
respect of any shares held by him, exercise votin
4*[in excess of 5*[ten per cent]] of the total vot
the
share-holders of the banking company.

(3) Notwithstanding anything contained in a
being in force or in any contract or instrumen
proceeding shall be maintained against any pers
holder of a share in a banking company on the grou
the said share vests in a person other than the re

1. Subs. by Act 33 of 1959, s. 7, for sub-secti
1959).

2. Subs. by Act 95 of 1956, s. 3, for the former

1-1957).

Ins. by Act 33 of 1959, s. 8 (w.e.f. 1-10-195

Subs. by Act 55 of 1963, s. 9, for "in exces

(w.e.f. 1-2-1964).

5. Subs. by Act 20 of 1994, s. 6 (w.e.f. 31-1-19

pw
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Provided that nothing contained in this sub
suit or other proceeding--

(a) by atransferee of the share on the ground
obtained from the registered holder a tr
share in accordance with any law relat
transfer; or

(b) on behalf of a minor or a lunatic on the gr
registered holder holds the share on be
minor or lunatic.

(4) Every chairman, managing director or chie
by whatever name called of a banking company sh
Reserve Bank through that banking company retur
particulars of the extent and value of his holding
directly or indirectly, in the banking company
the extent of such holding or any variation in
thereto and such other information relating to
Reserve Bank may, by order, require and in such f
as may be specified in the order.]

12A.

Election of new directors.

1*[12A. Election of new directors.- (1) The
order, require any banking company to call a gen

-section shall apply
5th day of January,

company shall, in
g rights 3*[on poll]
ing rights of all

ny law for the time
t no suit or other
on registered as the
nd that the title to
gistered holder:

on (5) (w.e.f. 1-10-
section (w.e.f. 14-
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share-holders of the company within such time,
months from the date of the order, as may be speci
within such further time as the Reserve Bank may a
to elect in accordance with the voting rights pe
Act fresh directors, and the banking company shal
with the order.

(2) Every director elected under sub-sectio
office until the date up to which his predecess
office, if the election had not been held.

(3) Any election duly held under this section
in question in any court.]

13.

Restriction on commission, brokerage, discount, e
ofshares.

13. Restriction on commission, brokerage, dis
of shares.- Notwithstanding anything to the con
2*[sections 76 and 79 of the Companies Act, 1956 (
banking company shall pay out directly or ind
commission, brokerage, discount or remuneration in
of any shares issued by it, any amount exceeding i
and one-half per cent. of the paid-up value of the

1. Ins. by Act 95 of 1956, s. 4 (w.e.f. 14-1-195
2. Subs. by s. 14 and Sch., ibid., for "sections
Indian Companies Act, 1913 (7 of 1913)" (w.e.
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14.

Prohibition of charge on unpaid capital.

14. Prohibition of charge on unpaid capital.
shall create any charge upon any unpaid capital
any such charge shall be invalid.

14A.

Prohibition of floating charge on assets.

1*[14A. Prohibition of floating charge
Notwithstanding anything contained in section 6,
shall create a floating charge on the undertakin
the company or any part thereof, unless the creat
charge is certified in writing by the Reserve
detrimental to the interests of the depositors of

not less than two
fied in the order or
llow in this behalf,
rmissible under this

| be bound to comply

n (1) shall hold
or would have held

shall not be called

tc., on sale

count, etc., on sale
trary contained in

1 of 1956)], no
irectly by way of
any form in respect
n the aggregate two
said shares.

7).

105 and 105A of the
f. 14-1-1957).

- No banking company
of the company, and

on assests.- (1)

no banking company
g or any property of
ion of such floating
Bank as not being
such company.



(2) Any such charge created without obtainin
the Reserve Bank shall be invalid.

(3) Any banking company aggrieved by the refu
under sub-section (1) may, within ninety days fr
such refusal is communicated to it, appeal to the

(4) The decision of the Central Government
been referred to it under sub-section (3) or of th
no such appeal has been preferred shall be final.]

15.

Restrictions as to payment of dividend.

15. Restrictions as to payment of dividend.
company shall pay any dividend on its shares until
expenses (including preliminary expenses, org
share-selling commission, brokerage, amounts of
any other item of expenditure not represented by t
been completely written off.

3*[(2) Notwithstanding anything to the contra
section (1) orin the Companies Act, 1956 (10
company may pay dividends on its shares without wr

(i) the depreciation, if any, in the val
investments in approved securities in an
such depreciation has not actually been c
otherwise accounted for as a loss;

(ii) the depreciation, if any, in the val
investments in shares, debentures or bond
approved securities) in any case whe
provision for such depreciation has been
satisfaction of the auditor of the banking

(i) the bad debts, if any, inany case wh
provision for such debts has been ma
satisfaction of the auditor of the banking

1. Ins. by Act 33 of 1959, s. 9 (w.e.f. 1-10-195

2. S. 15 was re-numbered as sub-section (1) o
10, ibid. (w.e.f. 1-10-1959).

3. Ins. by s. 10, ibid. (w.e.f. 1-10-1959).
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16.

Prohibition of common directors.

g the certificate of

sal of a certificate
om the date on which
Central Government.

where an appeal has
e Reserve Bank where

- 2*[(1)] No banking
all its capitalised
anisation expenses,
losses incurred and
angible assets) have

ry contained in sub-
f 1956), a banking
iting off--

ue of its
y case where
apitalised or

ue of its
s (other than
re adequate
made to the
company:

ere adequate

de to the
company.]

9).

f that section by s.



1*[16. Prohibition of common directors.-2*[(1
incorporated in India shall have as a director
directors any person who is a director of any othe

(1A) No banking company referred to in sub-se
in its Board of directors, more than three directo
of companies which among themselves are entitle
rights in excess of twenty per cent. of the total
the shareholders of that banking company.]

(2) If immediately before the commencement*
Companies (Amendment) Act, 1956 (95 of 1956), a
office as a director of a banking company is a
companies which among themselves are entitled t
rights in excess of twenty per cent. of the tota
all the share-holders of the banking company h
period from such commencement as the Reserve Bank
behalf--

(a) either resign his office as a director o
company; or

(b) choose such number of companies as among t
not entitled to exercise voting rights
twenty per cent. of the total voting righ
share-holders of the banking company as
which he wishes to continue to hold the
director and resign his office as a dir
other companies.]

4*[(3) Nothing in sub-section (1) shall appl
to, any director appointed by the Reserve Bank.]

17.

Reserve Fund.

5*[17. Reserve Fund.- (1) Every banking com
India shall create a reserve fund and 6*** shall,
of
profit of each year as disclosed in the profit
prepared under section 29 and before any divi
transfer to the reserve fund a sum equivalent to
per cent. of such profit.

7*[(1A) Notwithstanding anything contained
the Central Government may, on the recommendation
and having regard to the adequacy of the paid-up
of a banking company in relation to its deposit
by order in writing that the provisions of sub-s
apply to the banking company for such period as
the order:

1. Subs. by Act 95 of 1956, s. 5, for s. 16 (w.e

) No banking company
in its Board of
r banking company.

ction (1) shall have

rs who are directors
d to exercise voting
voting rights of all

3 of the Banking
ny person holding
Iso a director of
0 exercise voting
| voting rights of
e shall, within such
may specify in this

f the banking

hemselves are
in excess of
ts of all the
companies in
office of a
ector in the

y to, or in relation

pany incorporated in
out of the balance

and loss account
dend is declared,
not less than twenty

in sub-section (1),
of the Reserve Bank
capital and reserves
liabilities, declare
ection (1) shall not
may be specified in

f.14-1-1957).



2. Subs. by Act 20 of 1994, s. 7, certain words
1994).

3. 14th January 1957.

4. Ins. by Act 58 of 1968, s. 4 (w.e.f. 1-2-1969
5. Subs. by Act 33 of 1959, s. 11, forthe
(w.e.f. 1-10-1959).

Certain words omitted by Act 36 of 1962, s. 3
Ins. by s. 3, ibid.
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Provided that no such order shall be made un
is made, the amount in the reserve fund under
together with the amount in the share premium acco
the paid-up capital of the banking company.]

(2) Where a banking company appropriates any
reserve fund or the share premium account, it shal
days from the date of such appropriation, repor
Reserve Bank, explaining the circumstances r
appropriation:

Provided that the Reserve Bank may, in any
extend the said period of twenty-one days by such
fit or condone any delay in the making of such rep

18.

Cash reserve.

1*[18. Cash reserve.- (1) Every banking com
scheduled bank, shall maintain in India by way
itself or by way of balance in a current account w
or by way of net balance in current accounts or i
aforesaid ways, a sum equivalentto at least thr
total of its demand and time liabilities in Indi
Friday of the second preceding fortnight and sh
Reserve Bank before the twentieth day of every mo
the amount so held on alternate Fridays duri
particulars of its demand and time liabilities
Fridays or if any such Friday is a public holiday
Instruments Act, 1881 (26 of 1881), at the close
preceding working day.

Explanation.--In this section, and in section
(a) "liabilities in India" shall not include--

(i) the paid-up capital or the reserves o
credit balance in the profit and loss a
banking company;

(i) any advance taken from the Reserve B

from the Development Bank or from the Ex
from the Reconstruction Bank 3*[or from

(w.e.f. 31-1-

).

former ss. 17 and 18

less, at the time it
sub-section (1),
unt is not less than

sum or sums from the
[, within twenty-one

t the fact to the
elating to such

particular case,
period as it thinks
ort.

pany, not being a
of cash reserve with
ith the Reserve Bank
n one or more of the
ee per cent. of the

a as onthe last

all submit to the
nth a return showing
ng a month with

in India on such
under the Negotiable
of business on the

24, --

r any
ccount of the

ank or
im Bank 2*[or
the National



Housing Bank]] or from the National Bank
the small Industries Bank,] by the banking

(i) in the case of a Regional Rural Bank,
any loan taken by such bank from its Spons

(b) "fortnight" shall mean the period from Sa
second following Friday, both days inclusive;

(c) "net balance in current accounts" shall, i
a banking company, mean the excess, if any,
the credit balances in current account mainta
company with the State Bank of India or a
corresponding new bank over the aggregate of
in current account held by the said banks
company;

(d) for the purposes of computation of liab
aggregate of the liabilities of a banking
Bank of India, a subsidiary bank, a corresp
regional rural bank, another banking company,
or any other financial institution notifi
Government in this behalf, shall be reduce
the liabilities of all such banks institut
company;

(e) the expression "co-operative bank" shal
meaning assigned to it in clause (cci) of sec

(2) The Reserve Bank may, for the purposes
section 24, specify from time to time, with
transaction or class of transactions, that su
transactions shall be regarded as liability in
company and, if any question arises as to whethe
class of transactions shall be regarded for the
section and section 24 as liability in India of a
decision of the Reserve Bank thereon shall be fina

Subs. by Act 1 of 1984, s. 21, for s. 18 (w.e
Ins. by Act 62 of 1984, s. 71 and Sch. Il (w
Ins. by Act 53 of 1987, s. 56 and Sch. Il (w.
Ins. by Act 39 of 1989, s. 53 and Second Sch.

pPONE

19.
Restriction on nature of subsidiary companies.

19. Restriction on nature of subsidiary co
banking company shall not form any subsidiary
subsidiary company formed for one or more of the

namely:--

(a) the undertaking of any business which, unde

4*[, or from
company;

also
or Bank;

turday to the

n relation to

of the aggregate of
ined by that banking
subsidiary bank or a
the credit balances
with such banking

ilities, the

company to the State
onding new bank, a
a co-operative bank
ed by the Central
by the aggregate of
ions to the banking

| have the
tion 56.

of this section and
reference to any
ch transaction or
India of a banking
r any transaction or
purposes of this
banking company, the

1]

.f. 29-3-1985).
.e.f. 20-3-1985).
e.f. 9-7-1988).
(w.e.f. 7-3-90).

mpanies.- 1*[(1) A
company except a
following purposes,

r clauses (a)



to (0) of sub-section (1) of section 6, i
banking company to undertake, or

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

(c) the undertaking of such other business,
Reserve Bank may, with the prior approva
Government, consider to be conducive to the
India or to be otherwise useful or necessa
interest.

Explanation.--For the purposes of section 8
shall not be deemed, by reason of its forming or
company, to be engaged indirectly in the busines
subsidiary company.]

(2) Save as provided in sub-section (1), no b
hold shares in any company, whether as pledgee, m
owner, of an amount exceeding thirty per cent. o
capital of that company or thirty per cent. of i
capital and reserves, whichever is less:

Provided that any banking company which is
commencement of this Act holding any shares in c
provisions of this sub-section shall not be lia
therefor if it reports the matter without delay
and if it brings its holding of shares into confo
provisions within such period, not exceeding two y
Bank may think fit to allow.

(3) Save as provided in sub-section (1) a
anything contained in sub-section (2), a bankin
after the expiry of one year from the date of the
Act, hold shares, whether as pledgee, mortgagee o

any company in the management of which any ma

manager of the banking company is in any mann
or interested.
20.
Restrictions on loans and advances.

2*[20. Restrictions on loans and advances.-
anything to the contrary contained in section 77 o

1956, (1 of 1956.) no banking company shall,--

(a) grant any loans or advances on the securit
shares, or

(b) enter into any commitment for granting
advance to or on behalf of--

(i) any of its directors,

s permissible for a

f the Reserve
anking exclusively

which the

| of the Central
spread of banking in
ry in the public

, a banking company
having a subsidiary
s carried on by such

anking company shall
ortgagee or absolute

f the paid-up share

ts own paid-up share

on the date of the
ontravention of the
ble to any penalty
to the Reserve Bank
rmity with the said
ears, as the Reserve

nd notwithstanding

g company shall not,
commencement of this
r absolute owner, in
naging director or

er concerned

(1) Notwithstanding
f the Companies Act,

y of its own

any loan or



(i) any firmin which any of its direct
interested as partner, manager, employee
or

(iii) any company (not being a subsidiary
banking company or a company registered u
25 of the Companies Act, 1956 (1 of 1956),

ment company) of which [, or the
holding compnay of which] any of th
banking company is a director, mana
employee or guarantor or in which h
interest, or

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

1. Subs. by Act 1 of 1984, s. 22, for sub-sectio
15-2-1984).

2. Subs. by Act 58 of 1968, s. 5, fors. 20 (w

3. Ins. by s. 23, ibid. (w.e.f. 15-2-1984).
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(2) Where any loan or advance granted by a
such that a commitment for granting it could n
clause (b) of sub-section (1) had been in force
the loan or advance was made, or is granted by a b
the commencement of section 5 of the Banking L
1968, but in pursuance of a commitment entered
commencement, steps shall be taken to recover th
banking company on account of the loan or adv
interest, if any, due thereon within the period st
of the grant of the loan or advance, or where no s
stipulated, before the expiry of one year from the
said section 5:

Provided that the Reserve Bank may, in
application in writing made to it by the bankin
behalf, extend the period for the recovery of t
until such date, not being a date beyond the pe
from the commencement of the said section 5, and s
and conditions, as the Reserve Bank may deem fit:

Provided further that this sub-section shal
when the director concerned vacates the office of
banking company, whether by death, retireme
otherwise.

(3) No loan or advance, referred to in sub
part thereof shall be remitted without the previ
Reserve Bank, and any remission without such app
and of no effect.

(4) Where any loan or advance referred to
payable by any person, has not been repaid to
within the period specified in that sub-section

ors is
or guarantor,

of the

nder section

or a Govern-
subsidiary or the

e directors of the
ging agent, managet,
e holds substantial

n (1) (w.e.f.

e.f. 1-2-1969).

banking company is
ot have been made if
on the date on which
anking company after
aws (Amendment) Act,
into before such
e amounts due to the
ance together with
ipulated at the time
uch period has been
commencement of the

any case, on an
g company in this
he loan or advance
riod of three years
ubject to such terms

I not apply if and
the director of the
nt, resignation or

-section (2), or any
ous approval of the
roval shall be void

in sub-section (2),
the banking company
, then, such person



shall, if he is a director of such banking compan
expiry of the said period, be deemed to have v
such on the said date.

Explanation.--In this section--

(a) "loans or advance" shall not include any
which the Reserve Bank may, having regard
of the transaction, the period within wh
manner and circumstances in which, any
account of the transaction is likely to
the interest of the depositors and ot
considerations, specify by general or spec
not being a loan or advance forthe pu
section;

(b) "director" includes a member of any board
in India constituted by a banking comp
purpose of managing, or for the purpose o
in regard to the management of, all or
affairs.

(5) If any question arises whether any tran
advance for the purposes of this section, it shal
Reserve Bank, whose decision thereon shall be fina
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20A.
Restrictions on power to remit debts.
1*[20A. Restrictions on power to remit debts.

anything to the contrary contained in section 2
Act, 1956, (1 of 1956) a banking company shall
prior approval of the Reserve Bank, remit in whole
due to it by--

(a) any of its directors, or

(b) any firm or company in which any of its

interested as director, partner, managi

guarantor, or

(c) any individual if any of its directors is h
guarantor.

(2) Any remission made in contravention of the
sub-section (1) shall be void and of no effect.]

21.

Power of Reserve Bank to control advances by banki

y on the date of the
acated his office as

transaction
to the nature
ich, and the
amount due on
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21. Power of Reserve Bank to control ad
companies.- (1) Where the Reserve Bank is sat
necessary or expedient in the public interest 2*
of depositors] 3*[or banking policy] so to do, i
policy in relation to advances to be followed b
generally or by any banking company in particular,
has been so determined, all banking companies or
concerned, as the case may be, shall be bound to
so determined.

(2) Without prejudice to the generality of t
the Reserve Bank under sub-section (1), the Res
directions to banking companies, either generall
company or group of banking companies in particula

(a) the purposes for which advances may or may

(b) the margins to be maintained in respect
advances,

(c) the maximum amount of advances or othe
accommodation which, having regard to
capital, reserves and deposits of a bankin
other relevant considerations, may be ma
banking company to any one company, firm,
of persons or individual,

(d) the maximum amount up to which, having
considerations referred to in clause (c),
may be given by a banking company on beha
company, firm, association of persons or
and

(e) the rate of interest and other terms and
which advances or other financial accommo
made or guarantees may be given.]

Ins. by Act 55 of 1963, s. 12 (w.e.f. 1-2-196
Ins. by s. 13, ibid. (w.e.f. 1-2-1964):

Ins. by Act 58 of 1968, s. 6 (w.e.f. 1-2-1969
Subs. by Act 55 of 1963, s. 13, for certai
1964).
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1*[(3) Every banking company shall be boun
directions given to it under this section.]

21A.

Rates of interest charged by banking companies n
toscrutiny
by courts.

vances by banking
isfied that it is

[or in the interests
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2*[21A. Rates of interest charged by banking
subject to scrutiny by courts.- Notwithstanding a
the Usurious Loans Act, 1918 (10 of 1918), or any
to indebtedness in force in any State, a transacti
company and its debtor shall be reopened by any
that the rate of interest charged by the banking ¢
such transaction is excessive.]

22.

Licensing of banking companies.

22. Licensing of banking companies.- 3*[(1)
provided, no company shall carry on banking busi
it holds a licence issued in that behalf by the
such licence may be issued subject to such condi
Bank may think fit to impose.]

(2) Every banking company in existence ont
this Act, before the expiry of six months from su

every other company before commencing banking bu

shall apply in writing to the Reserve Bank for
section:

Provided that in the case of a banking com
the commencement of this Act, nothing in sub-se
deemed to prohibit the company from carrying on ba
itis granted a licence in pursuance of 4*[thi
notice in writing informed by the Reserve Bank t
be granted to it:

Provided further that the Reserve Bank shall
aforesaid to a banking company in existence on
this Act before the expiry of the three years
section (1) of section 11 or of such further pe
Bank may under that sub-section think fit to allow

(3) Before granting any licence under this
Bank may require to be satisfied by an inspection
company or otherwise that 6*** the followin
fulfilled, namely:--

7*[(a) that the company is or will be in a po
its present or future depositors in fu
claims accrue;

(b) that the affairs of the company are not
not likely to be conducted in a manner d
the interests of its present or future dep

8*[(c) that the general character of the propos
of the company will not be prejudicial
interest or the interest of its depositors

(d) that the company has adequate capital st

companies not to be
nything contained in
other law relating

on between a banking
Court on the ground
ompany in respect of

Save as hereinafter
ness in India unless
Reserve Bank and any
tions as the Reserve

he commencement of
ch commencement, and
siness 4*in India],

a licence under this
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ction (1) shall be
nking business until
s section] or is by
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not give a notice as
the commencement of
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riod as the Reserve
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g conditions are

sition to pay
Il as their

being, or are
etrimental to
ositor;]

ed management
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earning prospects;

(e) that the public interest will be served by
a licence to the company to carry on ban
in India;

(f) that having regard to the banking facilit
in the proposed principal area of opera
company, the potential scope for expansi
already in existence in the area and ot
factors the grant of the licence wou
prejudicial to the operation and consoli
banking system consistent with monetary s
economic growth;

(g) any other condition, the fulfilment of wh
the opinion of the Reserve Bank, be necess
that the carrying on of banking busines
the company will not be prejudicial to
interest or the interests of the depositor

Ins. by Act 55 of 1963, s. 13 (w.e.f. 1-2-196

Ins. by Act 1 of 1984, s. 24 (w.e.f. 15-2-1

Subs. by Act 33 of 1959, s. 13, for sub-secti

1959).

4. Subs. by Act 20 of 1950, s. 3, for "in any St

5. Subs. by Act 33 of 1959, s. 13, for "sub-sec
10-1959).

6. Certain words omitted by Act 1 of 1984, s. 2

1984).

7. Subs. by Act 33 of 1959 s. 13, ibid., for cls
(w.e.f. 1-10-1959).

8. Subs. by Act 1 of 1984, s. 25, for cl. (c), (
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1*[(3A) Before granting any licence under
company incorporated outside India, the Reserve Ba
satisfied by an inspection of the books of the
that the conditions specified in sub-section (3)
that the carrying on of banking business by such ¢
be in the public interest and that the Governm
country in which it is incorporated does not dis
against banking companies registered in India a
complies with all the provisions of this Act ap
companies incorporated outside India.]

2*[(4) The Reserve Bank may cancel a licence
company under this section--

() if the company ceases to carry on bankin
India; or

1. Ins. by Act1 of 1984, s. 25 (w.e.f. 15-2-1
2. Subs. by Act 33 of 1959, s. 21, for certain
1959).
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(i) if the company at any time fails to compl
the conditions imposed upon it under sub
or

(iii) if atany time, any of the conditions r
sub-section (3) 1*[and sub-section (3A
fulfilled:

Provided that before cancelling a licence unde
or clause (iii) of this sub-section on th
the banking company has failed to compl
failed to fulfil any of the conditions
therein, the Reserve Bank, unless it is of
the delay will be prejudicial to the int
company's depositors or the public, shall
company on such terms as it may specify, a
of taking the necessary steps for compl
fulfilling such condition.

(5) Any banking company aggrieved by the dec

Bank cancelling a licence under this section may

from the date on which such decision is communica

the Central Government.

(6) The decision of the Central Government
been preferred to it under sub-section (5) or o

where no such appeal has been preferred shall be f

23.

Restrictions on opening of new and transfer of
ofbusiness.

2*[23. Restrictions on opening of new and t
places of business.- (1) Without obtaining the pri
Reserve Bank--

(a) no banking company shall open a new place o

India or change otherwise than within th
town or village, the location of an exist
business situated in India; and

(b) no banking company incorporated in India
new place of business outside India
otherwise than within the same city, town
any country or area outside India, the |
existing place of business situated in th
area:

Provided that nothing in this sub-section shall
opening for a period not exceeding one
temporary place of business within a cit

y with any of
-section (1);

eferred to in
)] is not

r clause (ii)

e ground that
y with or has
referred to
opinion that
erests of the
grant to the
n opportunity
ying with or
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village or the environs thereof within
banking company already has a place of b
the purpose of affording banking facili
public on the occasion

1. Ins. by Act1 of 1984, s. 25 (w.e.f. 15-2-1
2. Subs. by Act 33 of 1959, s. 14, for the for
10-1959).
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of an exhibition, a conference or a mela
like occasion.

(2) Before granting any permission under
Reserve Bank may require to be satisfied by a
section 35 or otherwise as to the financial cond
the company, the general character of its managem
its capital structure and earning prospects and
will be served by the opening or, as the case
location, of the place of business.

(3) The Reserve Bank may grant permission u
subject to such conditions as it may think fit
generally or with reference to any particular case

(4) Where, in the opinion of the Reserve Ban
has, at any time, failed to comply with any of th
on it under this section, the Reserve Bank may,
and after affording reasonable opportunity to the
showing cause against the action proposed to be
revoke any permission granted under this section.

1*[(4A) Any regional rural bank requiring t
Reserve Bank under this section shall forward it
Reserve Bank through the National Bank which sha
on the merits of the application and send it to th

Provided that the regional rural bank shall
copy of the application directly to the Reserve Ba

(5) For the purposes of this section "place o
any sub-office, pay office, sub-pay office and a
at which deposits are received, cheques cashed or

24.

Maintenance of a percentage of assets.

24. Maintenance of a percentage of assets.-
of two years from the commencement of this Act, ev
shall maintain 2*[in India] in cash, gold or une
securities, valued at a price not exceeding the ¢
an amount which shall not at the close of busines
than 20 per cent. of the total of its 3*[demand a

which the
usiness, for
ties to the

984).
mer s. 23 (w.e.f. 1-

or any other

this section, the

n inspection under
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4*[in India].

5*[Explanation.--For the purposes of this se
approved securities" of a banking company shall
securities lodged with another institution for an
credit arrangement to the extent to which such
been drawn against or availed of.]

6*[(2) In computing the amount for the purp
(1), the deposit required under sub-section (2)
made with the Reserve Bank by a banking company in

1. Ins. by Act61 of 1981, s. 61 and Sch. Il (w

2. Ins. by Act 33 of 1959, s. 15 (w.e.f. 1-10-19

3. Subs. by Act 1 of 1984, s. 26, for certain wo

85).

4. Subs. by Act 20 of 1950, s. 3, for "in the St

5. Subs. by Act 33 of 1959, s. 15. for the
(w.e.f. 1-10-1959).

6. Subs. by s. 15, ibid., for the former sub-sec
10-1959).
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outside India and any balances maintained in In
company in current account with the Reserve Bank
India or with any other bank which may be noatifi
the Central Government, including in the case of
balance required under section 42 of the Reserve
1934 (2 of 1934), to be so maintained, shall b
maintained in India.]

1*[(2A) (a) Notwithstanding anything containe
or in sub-section (2), after the expiry of tw

commencement of the Banking Companies (Amendment

1962),--

(i) a scheduled bank, in addition to the av
balance which itis, or may be, require
under section 42 of the Reserve Bank of
1934 (2 of 1934), and

(ii) every other banking company, in additio
reserve which it is required to maintain
18, 1*[shall maintain in India,--

(A) in cash, or

(B) in gold valued at a price not exceeding
market price or in unencumbered approved se
price determined in accordance with such o
combination of, the following methods of
valuation with reference to cost price, mark
or face value, as may be specified by the Re
to time,

an amount which shall not, at the close of busi

ction, "unencumbered
include its approved
advance or any other
securities have not

oses of sub-section
of section 11 to be
corporated

.e.f. 12-7-82).

59).

rds (w.e.f. 29-3-

ates".
former Explanation

tion (2) (w.e.f. 1-

dia by a banking

or the State Bank of
ed in this behalf by

a scheduled bank the
Bank of India Act,

e deemed to be cash

d in sub-section (1)
o years from the
) Act, 1962 (36 of

erage daily
d to maintain
India Act,

n to the cash
under section

the current

curities valued at a
ne or more of, or
valuation, namely,
et price, book value
serve Bank from time

ness on any day, be



less than twenty-five per cent. or such other perc
forty per cent. as the Reserve Bank may, from
notification in the Official Gazette, specify,
demand and time liabilities in India, as on the
second preceding fortnight"]

3*[(b) in computing the amount for the purpos

(i) the deposit required under sub-section (2)
to be made with the Reserve Bank by
incorporated outside India;

(i) any cash or balances maintained in India
company other than a scheduled bank with i
Reserve Bank or by way of net balance in
excess of the aggregate of the cash or bala
required to be maintained under section 18:

(iii) any balances maintained by a scheduled
Reserve Bank in excess of the balance requi
by it under section 42 of the Reserve Bank of

(iv) the net balance in current accounts mainta
by a scheduled bank;

(v) any balances maintained by a Regional Rural

or fixed deposit with its Sponsor Bank,
shall be deemed to be cash maintained in Indi

4*[Explanation.--For the purpose of clause (
section, the market price of an approved securit
as on the date of the issue of the notification
or later date as may be notified from time to time
in respect of any class or classes of securities.]

Ins. by Act 36 of 1962, s. 6.

Subs. by Act 1 of 1984, s. 26, for certain wo
29-3-1985).

Subs. by s. 26, ibid., for cl. (b) (w.e.f. 29
Ins. by s. 26, ibid. (w.e.f. 29-3-1985).
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1*[(2B) The Reserve Bank may, by notificati
Gazette, vary the percentage referred to in s

respect of a Regional Rural Bank 2*** (12 of 1976)

3*[(3) For the purpose of ensuring compliance
of this section, every banking company shall, n
days after the end of the month to which it rel

Reserve Bank in the prescribed form and manner

showing particulars of its assets maintained in
section, and its demand and time liabilities in |

business on each alternate Friday during the mo

Friday is a public holiday, at the close of busin
working day:

entage not exceeding
time to time, by

of the total of its

last Friday of the

e of clause (a),--

of section 11
a banking company

by a banking

tself or with the
current account in
nce or net balance

bank with the
red to be maintained
India Act, 1934;

ined in India
Bank in call
a.

a) of this sub-

y shall be the price

or as on any earlier
by the Reserve Bank

rds (w.e.f.

-3-1985).

on in the Official
ub-section (2A) in

with the provisions
ot later than twenty
ates, furnish to the

a monthly return
accordance with this
ndia at the close of
nth, or if any such
ess on the preceding



Provided that every Regional Rural Bank shall
of the said return to the National Bank.

(4) (a) If on any alternate Friday or, if suc
holiday, on the preceding working day, the amou
banking company at the close of business on that
minimum prescribed by or under clause (a) of su
banking company shall be liable to pay to the Res
of that day's default, penal interest for that
three per cent. per annum above the bank rate on
the amount actually maintained falls short of th
or that day; and

(b) if the default occurs again on the next
Friday, or, if such Friday is a public holiday
working day, and continues on succeeding altern
preceding working days, as the case may be, the ra
shall be increased to a rate of five per cent. p
bank rate on each such shortfall in respect of t
and each succeeding alternate Friday or preceding
Friday is a public holiday, on which the default c

(5) (&) Without prejudice to the provisions
the Reserve Bank may require a banking company
return in the form and manner specified by it sh
its assets maintained in accordance with this se
and time liabilities in India, as at the close of
of a month; and

(b) without prejudice to the provisions of s

the failure of a banking company to maintain as on
so required to be maintained by or under claus
(2A) the Reserve Bank may, in respect of suchd
banking company to pay penal interest for that
clause (a) of sub-section (4) and if the default ¢
succeeding working day, the penal interest may
provided in clause (b) of sub-section (4) for the

(6) (a) The penalty payable under sub-section
(5) shall be paid within a period of fourteen d
which a notice issued by the Reserve Bank demand
same is served on the banking company and in the
the banking company to pay the same within such
may be levied by a direction of the principal civ
jurisdiction in the area where an office of the
company is situated, such direction to be
application made by the Reserve Bank in this behal

(b) when the court makes a direction under
issue a certificate specifying the sum payable by
and every such certificate shall be enforceable i
if it were a decree made by the court in a suit.

(7) When under the provisions of clause (b
penal interest at the increased rate of five per ¢
rate has become payable by a banking company, if t

also furnish a copy

h Friday is a public

nt maintained by a
day falls below the
b-section (2A), such
erve Bank in respect
day at the rate of
the amount by which
e prescribed minimum

succeeding alternate
, on the preceding
ate Fridays or

te of penal interest
er annum above the
hat alternate Friday
working day, if such
ontinues.

of sub-section (3),

to furnish toita
owing particulars of
ction and its demand
business on each day

ub-section (4), on
any day, the amount
e (a) of sub-section
efault, require the
day as provided in
ontinues on the next
be increased as
concerned days.

(4) and sub-section
ays from the date on
ing payment of the
event of failure of
period, the penalty
il court having
defaulting banking
made only upon an
f to the court; and

clause (a), it shall
the banking company
n the same manner as

) of sub-section (4)
ent. above the bank
hereafter the amount



required to be maintained on the next succeeding
if such Friday is a public holiday, the next prece
still below the prescribed minimum, every dir
secretary of the banking company, who is knowin
party to the default, shall be punishable with fi

to five hundred rupees and with a further fine
five hundred rupees for each subsequent alterna
preceding working day, as the case may be, on
continues.

(8) Notwithstanding anything contained int
Reserve Bank is satisfied, on an application
defaulting banking company, that the banking com
cause for its failure to comply with the provisio
sub-section (2A), the Reserve Bank may not demand
penal interest.

Explanation.--In this section, the expressi
means a day which is a public holiday under the Ne
Act, 1881 (26 of 1881).]

1. Ins. by Act 21 of 1976, s. 33 (w.e.f. 26-9-19
2. Omitted by Act 10 of 1984, s. 26 (w.e.f. 29-
3. Subs by s. 26, for sub-section (3) (w.e.f. 29
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25.

Assets in India.

25. Assets in India.- 1*[(1) The assets in In
company at the close of business on the last Fri
or,if that Friday is a public holiday under the Ne
Act, 1881 (26 of 1881), at the close of th
preceding working day, shall not be less than se
of its demand and time liabilities in India.

(2) Every banking company shall, within one m
every quarter, submit to the Reserve Bank a retur
form and manner of the assets and liabilities
section (1) as at the close of business on the
previous quarter, or, if that Friday is a publi
Negotiable Instruments Act, 1881 (26 of 1881),
business on the preceding working day:]

2*[Provided that every regional rural bank sh
copy of the said return to the National Bank.]

(3) For the purposes of this section,--

3*[(a) "assets in India" shall be deemed to i
bills drawn in, and import bills drawn o

alternate Friday, or
ding working day, is
ector, manager or
gly and wilfully a
ne which may extend
which may extend to
te Friday or the
which the default

his section, if the
in writing by the
pany had sufficient
ns of clause (a) of
the payment of the

on "public holiday"
gotiable Instruments

dia of every banking
day of every quarter
gotiable Instruments
e business on the
venty-five per cent.

onth from the end of

n in the prescribed

referred to in sub-
last Friday of the

¢ holiday under the

at the close of

all also furnish a

nclude export
n and payable



in, India and expressed in such curren
Reserve Bank may from time to time appro
behalf and also such securities as the Res
approve in this behalf notwithstanding th

of the said bills or securities are h

India;]

4*[(b) "liabilities in India" shall not includ
capital or the reserves or any creditb
profit and loss account of the banking com

5*[(c)] "quarter" means the period of three mon
the last day of March, June, September or
26.
Return of unclaimed deposits.
26. Return of unclaimed deposits.- Every ba
within thirty days after the close of each cal

return in the prescribed form and manner to the Re
end of such calendar year

1. Subs. by Act 33 of 1959 s. 16, for sub-sectio
(w.e.f.

1-10-1959).
2. Added by Act 61 of 1981, s. 61 and Sch. Il (w
3. Subs. by Act 20 of 1950, s. 7, for the former
4. Ins. by Act 33 of 1959, s. 16 (w.e.f. 1-10-19
5. CI. (b) relettered as cl. (c) by s. 16, ibid.
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of all accounts 1*[in India] which have not been o
years, 2***;

Provided that in the case of money deposite
the said term of ten years shall be reckoned fr
expiry of such fixed period:

3*[Provided further that every regional rur
furnish a copy of the said return to the National

27.

Monthly returns and power to call for other return

27. Monthly returns and power to call for
information.- (1) Every banking company shall bef
month succeeding that to which it relates submit t
return in the prescribed form and manner showi
liabilities 1*[in India] as at the close of bus
Friday of every month or if that Friday is a publ

cies as the
ve in this
erve Bank may
at all or any
eld outside

e the paid-up
alance in the
pany;]

ths ending on
December.

nking company shall,
endar year, submit a
serve Bank as at the

ns (1) and (2)

.e.f. 12-7-1982).
clause.

59).

(w.e.f. 1-10-1959).

perated upon for ten

d for a fixed period
om the date of the

al bank shall also
Bank.]

s and information.

other returns and
ore the close of the

o the Reserve Bank a
ng its assets and
iness on the last

ic holiday under the



Negotiable Instruments Act, 1881 (26 of 1881),
business on the preceding working day.

4*[(2) The Reserve Bank may at any time dire
to furnish it within such time as may be speci
Bank, with such statements and information relatin
affairs of the banking company (including any busi
which such banking company is concerned) as the
consider necessary or expedient to obtain fort
Act, and without prejudice to the generality of
may call for information every half-year regardin
of a banking company and the classification of its
of industry, commerce and agriculture].]

3*[(3) Every regional rural bank shall subm
return which it submits to the Reserve Bank under
to the National Bank and the powers exercisable b
under sub-section (2) may also be exercised by
relation to regional rural banks.]

28.

Power to publish information.

6*[28. Power to publish information.- The R
National Bank, or both, if they consider it in the
to do, may publish any information obtained by the
such consolidated form as they think fit.]

29.

Accounts and balance-sheet.

29. Accounts and balance-sheet.- (1) At the
calendar year 7*[or at the expiration of a peri
ending with such date as the Central Government m
in the Official Gazette, specify in this behalf
company incorporated 8*[in India], in respect
transacted by it, and every banking company inco
India], in respect of all business transacted th
1*[in India], shall prepare with reference to 10*
as the case may be,] a balance-sheet and profit an
the last working day of 10*[the year or the per
be,] in the Forms

Subs. by Act 20 of 1950, s. 3, for "in the St
Certain words omitted by Act 55 of 1963, s. 1
Ins. and subs. by Act 61 of 1981, s. 61 &S

N e

Subs. by Act 95 of 1956, s. 6, for sub-secti
1957).
5. Subs. by Act 33 of 1959, s. 17, for certain
1959).

at the close of

ct a banking company
fied by the Reserve
g to the business or
ness or affairs with
Reserve Bank may
he purposes of this
the foregoing power
g 5*[the investments
advances in respect

ita copy of the

sub-section (1) also
y the Reserve Bank
the National Bank in

eserve Bank or the
public interest so
m under this Act in

expiration of each
od of twelve months
ay, by notification

,] every banking

of all business
rporated 9*[outside
rough its branches
[that year or period

d loss account as on
iod, as the case may

4 (w.e.f. 1-2-1964).
ch. Il (w.ef. 12-

on (2) (w.e.f. 14-1-

words (w.e.f. 1-10-



6. Subs. by Act 61 of 1981, s. 61 and Sch. I, f
12-7-1982).

7. Ins. and subs. by Act 66 of 1988, s. 8 (w.e

8. Subs. by Act 20 of 1950, s. 3, for "in a Stat

9. Subs. by s. 3, ibid., for "outside the State"

10. Subs. by Act 66 of 1988, s. 8, for "that year
30-12-1988).
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set out in the Third Schedule or as near theret
admit:

1*[Provided that with a view to facilitating
one period of accounting to another period of a
sub-section, the Central Government may, by ord
Official Gazette, make such provisions as it co
expedient for the preparation of, or for other ma
the balance-sheet or profit and loss account
concerned year or period, as the case may be.]

(2) The balance-sheet and profit and loss
signed--

(a) in the case of a banking company incorp
India], by the manager or the principal o
company and where there are more than th
of the company, by at least three of tho
or where there are not more than three
all the directors, and

(b) in the case of a banking company incorporat
India] by the manager or agent of the pri
of the company 4*in India].

(3) Notwithstanding that the balance-sheet
is under sub-section (1) required to be prepared
the form 5*[set out in Part | of Schedule VIt
1956 (1 of 1956)], the requirements of that Act
balance-sheet and profit and loss account of a
far as they are not inconsistent with this Act, ap
sheet or profit and loss account, asthe case
company.

6*[(3A) Notwithstanding anything to the con
sub-section (3) of section 210 of the Companies A
1956),
the period to which the profit and loss account r

case of a banking company, be the period ending w

day of the year immediately preceding the year in
general meeting is held.]

7*[Explanation. --In sub-section (3A), "year
as the case may be, the period referred to in sub-

(4) The Central Government, after giving n
months' notice of its intention so to do bya n

ors. 28 (w.e.f.

.f. 30-12-1988).

e.

" (w.e.f.

0 as circumstances

the transition from
ccounting under this
er published in the
nsiders necessary or
tters relating to,

in respect of the

account shall be

orated 2*[in
fficer of the

ree directors
se directors,
directors, by

ed 3*[outside
ncipal office

of a banking company
in a form other than

o the Companies Act,
relating to the
company shall, in so
ply to the balance-
may be, of a banking

trary contained in
ct, 1956 (1 of

elates shall, in the
ith the last working
which the annual

" means the year or,
section (1).1

ot less than three
otification in the



Official Gazette, may from time to time by a lik
the Forms set out in the Third Schedule.

30.

Audit.

30. Audit.- 8*[(1) The balance-sheet and pro
prepared in accordance with section 29 shall be
duly qualified under any law for the time being
auditor of companies.]

9*[(1A) Notwithstanding anything contained
time being in force or in any contract to the con
company shall, before appointing, re-appointin
auditor or auditors, obtain the previous approval

1. Subs. by Act 66 of 1988, s. 8, for the provi
1988).

2 Subs. by Act 20 of 1950, s. 3, for "in a Stat
4. Subs. by s. 3, ibid., for "in the State".

5. Subs. by Act 95 of 1956, s. 14 and Sch. f
Third Schedule to the Indian Companies Ac
(w.e.f. 14-1-1957).

Ins. by Act 1 of 1984, s. 27 (w.e.f. 15-2-1
Ins. by Act 66 of 1988, s. 8 (w.e.f. 30-12-19
Subs. by Act 58 of 1968, s. 8, for Sub-Sect
1969).

9. Ins. by s. 8, ibid. (w.e.f. 1-2-1969).
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(1B) Without prejudice to anything containe
Act, 1956 (1 of 1956), or any other law for the
where the Reserve Bank is of opinion that it is
public interest or in the interests of the bank
depositors so to do, 1*it may atany time by
special audit of the banking company's accoun
transaction or class of transactions or for such p
may be specified in the order, shall be conducted
or a different order either appoint a person duly
law for the time being in force to be an audi
direct the auditor of the banking company himsel
special audit.] and the auditor shall comply with
make a report of such audit to the Reserve Bank
thereof to the company.

(1C) The expenses of, or incidental to, 1*
specified in the order made by the Reserve Bank s
banking company.]

(2) The auditor shall have the powers of, ex
vested in, and discharge the duties and be subjec
and penalties imposed on, auditors of companies
the Companies Act, 1956 (1 of 1956)]. 3*[, and

e notification amend

fit and loss account
audited by a person
in force to be an

in any law for the
trary, every banking
g or removing any
of the Reserve Bank.

sio (w.e.f. 30-12-

e.

or "marked F in the
t, 1913 (7 of 1913)"

984).
88).
ion (1) (w.e.f. 1-2-

d inthe Companies
time being in force,
necessary in the
ing company or its
order direct that a
ts, for any such
eriod or periods as
and may by the same
qualified under any
tor of companies or
f to conduct such
such directions and
and forward a copy

[the special audit]
hall be borne by the

ercise the functions
t to the liabilities

by 2*[section 227 of
auditors, if any,



appointed by the law establishing, constituting or
company concerned]

(3) In addition to the matters which under t
auditor is required to state in his report, he sha
banking company incorporated 4*[in India], state i

(a) whether or not the information and explanat
by him have been found to be satisfactory;

(b) whether or not the transactions of the
have come to his notice have been within
the company;

(c) whether or not the returns received from b
of the company have been found adequa
purposes of his audit;

(d) whether the profit and loss account shows a
5*[of profit or loss] for the period cov
account;

(e) any other matter which he considers should
the notice of the share-holders of the com

31.

Submission of returns.

31. Submission of returns.- The accounts
referred to in section 29 together with the audit
published in the prescribed manner and three cop
furnished as returns to the Reserve Bank within t
end of the period to which they refer:

Provided that the Reserve Bank may in any
period of three months for the furnishing of such
period not exceeding three months:

6*[Provided further that a regional rural
such returns also to the National Bank.].

1. Subs. by Act 66 of 1988, s. 9, for certain wo
30-12-88).

2. Subs. by Act 95 of 1956, s. 14 and Sch., for

Indian Companies Act, 1913 (7 of 1913)" (w.e.

Ins. by Act 66 of 1988, s. 9 (w.e.f. 30-12-19

Subs. by Act 20 of 1950, s. 3, for "in a Stat

Subs. by Act 55 of 1963, s. 15, for "of prof

1-2-1964).

6. Ins. by Act 61 of 1981, s. 61 & Sch. Il (w.e.

ok w
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forming the banking

he aforesaid Act the
Il, in the case of a
n his report,--
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company which
the powers of
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true balance
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f. 12-7-1982).



32.

Copies of balance-sheets and accounts to be sent t

32. Copies of balance-sheets and accoun
registrar.- 1*[(1) Where a banking company in an
accounts and balance-sheet in accordance with
section 31, it shall atthe same time send to
copies of such accounts and balance-sheet and of t
and where such copies are so sent, it shall not b
with the registrar, in the case of a public co
accounts and balance-sheet and of the auditor's
case of a private company, copies of the balan
auditor's report as required by sub-section (1) o
Companies Act, 1956 (1 of 1956); and the copies
chargeable with the same fee and shall be dealt
as if they were filed in accordance with that sect

(2) When in pursuance of sub-section (2)
Reserve Bank requires any additional statement
connection with the balance-sheet and accounts fur
31, the banking company shall, when supplying
information, send a copy thereof to the registrar.

33.

Display of audited balancs-sheet by companies i
outsidelndia.

33. Display of audited balances-sheet by co
outside India.- Every banking company incorporate
shall, not later than the first Monday in August
it carries on business, display ina conspicuo
principal office and in every branch office 3*[in
last audited balance-sheet and profit and loss ac
section 29, and shall keep the copy so displayed
copy of the subsequent balance-sheet and profit
prepared, and every such banking company shall di
copies of its complete audited balance-sheet and
account relating to its banking business as
available, and shall keep the copies so displayed
subsequent accounts are available.

34.

Accounting provision of this Act not retrospective

34. Accounting provision of this Act not retr
in this Act shall apply to the preparation of a
company and the audit and submission thereof i
accounting year which has expired prior to the
Act, and notwithstanding the other provisions

o registrar.

ts to be sent to
y year furnishes its
the provisions of
the registrar three
he auditor's report,
e necessary to file
mpany, copies of the
report, and, in the
ce-sheet and of the
f section 220 of the
so sent shall be
with in all respects
ion.]

of section 27 the
or information in
nished under section
such statement or

ncorporated

mpanies incorporated
d 2*outside India]
of any year in which
us place in its
India] a copy of its
count prepared under
until replaced by a
and loss account so
splay in like manner
profit and loss
soon as they are
until copies of such

ospective.- Nothing
ccounts by a banking
n respect of any
commencement of this
of this Act, such



accounts shall be prepared, audited and submitted

the law in force immediately before the commenceme

1. Subs. by Act 33 of 1959, s. 19, for sub-secti
1959).

2. Subs. by Act 20 of 1950, s. 3, for "outside t

3. Subs. by s. 3, ibid., for "in the States".
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34A.

Protection of documents of confidential nature.

1*[34A. Protection of documents of confide
Notwithstanding anything contained in section 11
Disputes Act, 1947 (14 of 1947), or any other law
in force, no banking company shall, in any proce
Actorin any appeal or other proceeding aris
connected therewith, be compelled by any authori
proceeding is pending to produce, or give inspec
books of account or other document or furnish
statement or information, when the banking comp
document, statement or information is of a conf
that the production or inspection of such docume
or disclosure of such statement or informat
disclosure of information relating to--

(a) any reserves not shown as such in its publi
sheet; or

(b) any particulars not shown therein in
provisions made for bad and doubtful deb
usual or necessary provisions.

(2) If, in any such proceeding in relation to
other than the Reserve Bank of India, any ques
whether any amount out of the reserves or provi
sub-section (1) should be taken into account by
which such proceeding is pending, the authority
fit, refer the question to the Reserve Bank and
shall, after taking into account principles of s
relevant circumstances concerning the banking comp
authority a certificate stating that the authority
account any amount as such reserves and provisio
company or may take them into account only to the
specified by it in the certificate, and the certif
Bank on such question shall be final and shall
question in any such proceeding.

2*[For the purposes of this section "banking c
Reserve Bank, the Development Bank, the Exim
Reconstructing Bank, 4*[the National Housing B
Bank 5*[, the Small Industries Bank], the State
corresponding new bank, a regional rural bank and

in accordance with
nt of this Act.

on (1) (w.e.f. 1-10-

he States".

ntial nature.- (1)

of the Industrial

for the time being
eding under the said
ing therefrom or
ty before which such
tion of, any of its

or disclose any
any claims that such
idential nature and
nt or the furnishing
ion would involve

shed balance-

respect of
ts and other

any banking company
tion arises as to
sions referred to in
the authority before
may, if it so thinks
the Reserve Bank
ound banking and all
any, furnish to the
shall not take into
ns of the banking
extent of the amount
icate of the Reserve
not be called in

ompany" includes the
Bank, 3*[, the

ank]], the National

Bank of India, a

a subsidiary bank.]



1. Ins. by Act 23 of 1960, s. 2.

2. Subs. by Act 1 of 1984, s. 28, for sub-sectio
15-2-1984).

3. Ins. by 62 0of 1984, s. 71 and Sch. Il (w.e.f

4. Ins. by Act 53 of 1987, s. 56 and Sch. Il (w.

5. Ins. by Act 39 of 1989, s. 53 and Second Sch.
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35.

Inspection.

35. Inspection.- (1) Notwithstanding anythin
contained in 1*[section 235 of the Companies Act,
the Reserve Bank at any time may, and on being d
the Central Government shall, cause an inspection
more of its officers of any banking company a
accounts; and the Reserve Bank shall supply to t
copy of its report on such inspection.

2*[(1A) (a) Notwithstanding anything to the ¢
any law for the time being in force and without
provisions of sub-section (1), the Reserve Bank, a
cause a scrutiny to be made by any one or more of
affairs of any banking company and its books and a

(b) a copy of the report of the scrutiny s
the banking company if the banking company make
same or if any adverse action is contemplated
company on the basis of the scrutiny.]

1. Subs. by Act 95 of 1956, s. 14 and Sch., for
Indian Companies Act, 1913 (7 of 1913)" (w.e.
2. Ins. by Act 1 of 1984, s. 29 (Retrospectively
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(2) It shall be the duty of every director or
employee] of the banking company to produce to a
inspection under sub-section (1) 2*[or a scrulti
(2A)] all such books, accounts and other document
power and to furnish him with any statements and
to the affairs of the banking company as the said
of him within such time as the said officer may sp

(3) Any person making an inspection under sub
scrutiny under sub-section (1A)] may examine on o
other officer 1*[or employee] of the banking comp
its business, and may administer an oath according

(4) The Reserve Bank shall, if it has bee
Central Government to cause an inspection to be m
other case, report to the Central Government on a

n (3) (w.e.f.

. 20-3-1985).
e.f. 9-7-1988).
(w.e.f. 7-3-1990).
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scrutiny] made under this section, and the Cen

it is of opinion after considering the report tha
banking company are being conducted to the detrim
of its depositors, may, after giving such opportu
company to make a representation in connection wi
the opinion of the Central Government, seems rea
writing--

(a) prohibit the banking company from rece
deposits;

(b) direct the Reserve Bank to apply under s
the winding up of the banking company:

Provided that the Central Government may de
as it may think fit, the passing of an order und
or cancel or modify any such order, upon such ter
it may think fit to impose.

(5) The Central Government may, after giving
the banking company publish the report submitted
or such portion thereof as may appear necessary.

3*[(6) The powers exercisable by the Reser
section in relation to regional rural banks may (
the exercise of such powers by the Reserve Ban
regional rural bank whenever it considers necess
exercised by the National Bank in relation to
banks, and accordingly, sub-sections (1) to (5
relation to regional rural banks as if every refe
Reserve Bank included also a reference to the Nati

4*[Explanation.--For the purposes of this sec
"banking company" shall include--

() in the case of a banking company incorpo
India, all its branches in India; and

1. Ins. by Act 55 of 1963, s. 17 (w.e.f. 1-2-196
2. Ins. by Act 1 of 1984, s. 29 (w.e.f. 15-2-1
3. Ins. by Act 61 of 1981, s. 61 and Sch. Il (w.
4. Ins. by Act 33 of 1959, s. 20 (w.e.f. 1-10-1
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(ii) in the case of a banking company incorpora

(a) all its subsidiaries formed for the purp
carrying on the business of banking exclus
India; and

(b) all its branches whether situated in In
outside India.]
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Power of the Reserve Bank to give directions.

1*[35A. Power of the Reserve Bank to give d
the Reserve Bank is satisfied that--

(a) in the 2*[public interest] ; or
3*[(aa) in the interest of banking policy ; or]

(b) to prevent the affairs of any banking co
conducted in a manner detrimental to the
the depositors or in a manner prejudi
interests of the banking company; or

(c) to secure the proper management of any ba
generally;

itis necessary to issue directions to banking co
to any banking company in particular, it may, from
such directions as it deems fit, and the bankin
banking company, asthe case may be, shall be
such directions.

(2) The Reserve Bank may, on representation
own motion, modify or cancel any direction issue
(1), and in so modifying or cancelling any direc
conditions as it thinks fit, subject to which t
cancellation shall have effect.

35B.

Amendments of provisions relating to appointme
managingdirectors,
etc., to be subjectto previous approval of the

35B. Amendments of provisions relating to
managing directors, etc., to be subject to prev
Reserve Bank.- (1) In the case of a banking compan

(a) no amendment of any provision relating to 4
permissible number of directors or] the 5
or re-appointment or termination of ap
remuneration of a chairman, a] 6*[managing
any other director, whole-time or otherwi
manager or a chief executive officer by
called, whether that provision be contain
company's memorandum or articles of assoc
an agreement entered into by it, orin a
passed by the company in general meeting o

1 Ins. by Act 95 of 1956, s. 7 (w.e.f. 14-1-195
2 Subs. by Act 7 of 1961, s. 2, for "national i
3 Ins. by Act 58 of 1968, s. 10, (w.e.f. 1-2-19
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4. Ins. by Act1 of 1984, s. 30 (w.e.f. 15-2-1

5. Subs. by Act 58 of 1968, s. 11, idid, for cer
1-2-1969).

6. Subs. by Act 33 of 1959, s. 21, for certain
1959).
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its Board of directors shall have eff
approved by the Reserve Bank;

1*[(b) no appointment or re-appointment or te
appointment of a chairman, a managing or
director, manager or chief executive o
whatever name called, shall have effect
appointment, re-appointment or termina
appointment is made with the previous ap
Reserve Bank.]

2*[Explanation.--For the purposes of this
provision conferring any benefit or providing
perquisite, in whatever form, whether during or af
of the

1. Subs. by Act 58 of 1968, s. 11, for cl. (b) (
2. Added by Act 33 of 1959, s. 21 (w.e.f. 1-10-1
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term of office 1*[of the Chairman or the mana
executive officer by whatever name called or the m
any other director, whole-time or otherwise, sha
provision relating to his remuneration.]

(2) Nothing contained in sections 2*[268 and
sub-section (3) of section 309, sections 310 and
section 387, and section 388] (in so far as se
3*[provisions of sections 269, 310] and 311 appl
manager of a company) of the Companies Act, 1956
4*[apply to any matter in respect of which the app
Bank has to be obtained under sub-section (1)].

5*[(2A) Nothing contained in section 198 o
1956 (1 of 1956) shall apply to a Banking company
of sub-section (1) of section 309 and of secti
shall, insofar as they are applicable to a ba
effect as if no reference had been made in th
section 198 of that Act.]

(3) No act done by a person 6*[as chairma
whole-time director] or a director not liable to r
a manager or a chief executive officer by whateve
be deemed to be invalid onthe ground that
discovered that his 7*[appointment or re-appoint
effect by reason of any of the provisions of this
this sub-section shall be construed as rendering v
such person after his 7*[appointment or re-appoint

984).
tain words (w.e.f.

words (w.e.f. 1-10-
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to the banking company not to have had effect.]

36.

Further powers and functions of Reserve Bank.

36. Further powers and functions of Reserve B
Reserve
Bank may--

(a) caution or prohibit banking companies gen
banking company in particular against ente
particular transaction or class of trans
generally give advice to any banking compa

(b) on arequest by the companies concerned a
the provisions of section 8*[44A],
intermediary or otherwise, in propos
amalgamation of such banking companies;

(c) give assistance to any banking company by
grant of aloan or advance to it under
sub-section (1) of section 18 of the Res
India Act, 1934 (2 of 1934);

9*[(d) 10*[at any time, if it is satisfied that
interest or in the interest of banking
preventing the affairs of the banking co
conducted in a manner detrimental to the
the banking company or its depositors it
so to do,] by orderin writing and on s
conditions as may be specified therein--

(i) require the banking company to callam
of its directors for the purpose of con
matter relating

1. Subs. by Act 58 of 1968, s. 11, for "of the m
1969).

2. Subs. by Act 36 of 1962, s. 7, for "268, 269,

3. Subs. by Act 1 of 1984, s. 30, for "provisio
(w.e.f. 15-2-1984).

4. Subs. by Act 33 of 1959, s. 21, for certain
1959).

5. Ins. by Act 1 of 1984, s. 30 (w.e.f. 15-2-198

6. Subs. by Act 58 of 1968, s. 11, for "as a ma

director" (w.e.f. 1-2-1969).
7. Subs. by s. 11, ibid., for "appointment" (w.e
8. Subs. by Act 33 of 1959, s. 22, for "45" (w.e
9. Subs. by Act 95 of 19586, s. 8, for cl. (d) (w
10. Subs. by Act 58 of 1968, s. 12 for certain
1969).
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to or arising out of the affairs of
company, or require an officer of the ban
to discuss any such matter with an offic
of the Reserve Bank;

(i) depute one or more of its officers to

the proceedings at any meeting of th
directors of the banking company or of any
of any other body constituted by it; r
banking company to give an opportunity to
so deputed to be heard at such meetin
require such officers to send a repo
proceedings to the Reserve Bank;

(iii) require the Board of directors of

banking company or any committee or any
constituted by itto give in writing to
specified by the Reserve Bank in this b
usual address all notices of, and other ¢
relating to, any meeting of the Board,
other body constituted by it;

(iv) appoint one or more of its office

observe the manner in which the affairs o
company or of its offices or branches
conducted and make a report thereon;

(v) require the banking company to make,

(2) The Reserve Bank shall make an annual r
Government on the trend and progress of banking

such time as may be specified in the
changes in the management as the Reser
consider necessary 1***]

particular reference to its activities under clau

of the Reserve Bank of India Act, 1934 (2 of 1934)

report its suggestions, if any, for the streng
business throughout the country.

(3) The Reserve Bank may appoint such staff
considers necessary for the scrutiny of the ret

information furnished by banking companies unde

generally to ensure the efficient performance of
this Act.

1. Certain words omitted by Act 58 of 1968, s. 1
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36A.

Certain provisions of the Act not to apply t
bankingcompanies.

1*[36A. Certain provisions of the Act not
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banking companies.- (1) The provisions of section
of section 12, and sections 17, 18, 24 and 25
banking company--

(a) which, whether before or after the commen
Banking Companies (Amendment) Act, 1959 (
has been refused a licence under sec
prohibited from accepting fresh depo
compromise, arrangement or scheme sanction
or by any order made in any proceeding rel
compromise, arrangement or scheme, or pro
accepting deposits by virtue of any alter
its memorandum; or

(b) whose licence has been cancelled under
whether before or after the commencement o
Companies (Amendment) Act, 1959 (33 of 195

(2) Where the Reserve Bank is satisfied tha
company as is referred to in sub-section (1) has
adequate provision for repaying all deposits acc
company, either in full or to the maximum extent p
Bank may, by notice published in the Official Gaze
banking company has ceased to be a banking compan
of this Act, and thereupon all the provisions of
to such banking company shall cease to apply to it
things done or omitted to be done before such noti

PART

CONTROL OVER MANAGEMENT

2*[PART lIA

CONTROL OVER MANAGEMENT

36AA

Power of Reserve Bank to remove managerial and
fromoffice.

36AA. Power of Reserve Bank to remove mana
persons from office.- (1) Where the Reserve Bank
the public interest or for preventing the affairs
being conducted in a manner detrimental to the
depositors or for securing the proper manageme
company it is necessary so to do, the Reserve Bank
be recorded in writing, by order, remove from offi
such date as may be specified inthe order,
director,] chief executive officer (by whatever n
officer or employee of the banking company.

(2) No order under sub-section (1) shall b

11, sub-section (1)
shall not apply to a

cement of the
33 of 1959),
tion 22, or
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ed by a court
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chairman, director] or chief executive officer
employee concerned

1. Ins. by Act 33 of 1959, s. 23 (w.e.f. 1-10-19

2. Ins. by Act 55 of 1963, s. 18 (w.e.f. 1-2-196

3. Subs. by Act 58 of 1968, s. 13, for "any dir
1969).

4. Subs. by s. 13, ibid., for "unless the dir
1969).
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has been given a reasonable opportunity of making
the Reserve Bank against the proposed order:

Provided that if, in the opinion of the Res
would be detrimental to the interests of the ba
depositors, the Reserve Bank may, at the ti
opportunity aforesaid or at any time thereafter, b
pending the consideration of the representation
1*[the chairman or, as the case may be, directo
officer] or other officer or employee, shall not,
date of such order--

(a) 2*[act as such chairman or director] or ch
officer or other officer or employee of
company;

(b) in any way, whether directly or indirectly,
with, or take part in the management of
company.

(3) (a) Any person against whom an order of r
under sub-section (1) may, within thirty days
communication to him of the order, preferan a
Government.

(b) The decision of the Central Government
subject thereto, the order made by the Reserve Ba
(1), shall be final and shall not be called in
court.

(4) Where any order is made in respect o
director] or chief executive officer or other offi
banking company under sub-section (1), he shall
chairman or, as the case may be, a director,] chi
or other officer or employee of the banking compa
any way, whether directly or indirectly, be con
partin the management of, any banking company
exceeding five years as may be specified in the or

(5) If any person in respect of whom an o
Reserve Bank under sub-section (1) or under the pr
(2) contravenes the provisions of this section, he
with fine which may extend to two hundred and f
day during which such contravention continues.

or other officer or
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(6) Where an order under sub-section (1) ha
Reserve Bank may, by order in writing, appoint
place of 5*the chairman or director] or chief
other officer or employee

1. Subs. by Act 58 of 1968, s. 13 for "the dire
may be, chief executive officer" (w.e.f. 1-2-

2. Subs. by s. 13, ibid, for "act as such di
1969).

3. Subs. by s. 13, ibid., for "a director" (w.e.

4. Subs. by s. 13, ibid., for "a director or
(w.e.f. 1-2-1969).

5. Subs. by s. 13, ibid., for "the director" (w.
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who has been removed from his office under tha
effect from such date as may be specified in the o

(7) Any person appointed as 1*[chairman,
executive officer] or other officer or employee
shall--

(a) hold office during the pleasure of the Res
subject thereto for a period not exceeding
or such further periods not exceeding thre
time as the Reserve Bank may specify;

(b) not incur any obligation or liability by r
his being a 1*[chairman, director or ch
officer] or other officer or employee or
done or omitted to be done in good fait
execution of the duties of his office o
thereto.

(8) Notwithstanding anything contained in a
contract, memorandum or articles of association,
person from office under this section, that per
entitled to claim any compensation for the loss
office.

36AB

Power of Reserve Bank to appoint additional direct

36AB. Power of Reserve Bank to appoint additi
If the Reserve Bank is of 2*[opinion that in the
policy or inthe public interest or] in the inte
company or its depositors it is necessary so to d
to time by order in writing, appoint, with effect
may
be specified in the order, one or more persons
additional directors of the banking company:

3**** *
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1969).
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(2) Any person appointed as additional direc
this section--

(a) shall hold office during the pleasure of
Bank and subject thereto for a period n
three years or such further periods not ex
years at a time as the Reserve Bank may sp

(b) shall not incur any obligation or liabilit
only of his being a director or for anyt
omitted to be done in good faith in the
the duties of his office or in relation th

1. Subs. by Act58 of 1968, s. 13, for "directo
officer" (w.e.f. 1-2-1969).

2. Subs. by s. 14, ibid., for "opinion that" (w.

3. The provision omitted by Act 1 of 1984, s. 31
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(c) shall not be required to hold qualificat
the banking company.

(3) For the purpose of reckoning any propo
number of directors of the banking company, any
appointed under this section shall not be taken in

36AC

Part IIA to override other laws.

36AC. Part lIA to override other laws.- Any ap
of a director, chief executive officer or other of
pursuance of section 36AA or section 36AB sha
notwithstanding anything to the contrary contain
Act, 1956 (1 of 1956), or any other law for the
or in any contract or any other instrument.]

PART
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1*[PART IIB

PROHIBITION OF CERTAIN ACTIVITIES IN RELATION
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36AD. Punishments for certain activities in
companies.- (1) No person shall--

(a) obstruct any person from lawfully enterin
any office or place of business of a banki
from carrying on any business there, or

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

(c) act in any manner calculated to undermine t
of the depositors in the banking company.

(2) Whoever contravenes any provision of sub
any reasonable excuse shall be punishable with imp
which may extend to six months, or with fine whi
thousand rupees, or with both.

2*[(3) For the purposes of this section
includes the Reserve Bank, the development Bank,
the Reconstruction Bank], 4*[the National Housing
Bank 5*[, the Small Industries Bank ,] the State
corresponding new bank, a regional rural bank and

1. Ins. by Act 58 of 1968, s. 15 (w.e.f. 1-2-196
2. Ins. by Act 1 of 1984, s. 32, (w.e.f. 15-2-19
3. Ins. by Act 62 of 1984, s. 71 and Sch Il (w.
4. Ins. by Act 53 of 1987 s. 56 and Sch Il (w.e.
5. Ins. by Act 39 of 1989, s. 53 and 2nd Sch (w.
82C
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PART IIC

ACQUISITION OF THE UNDERTAKINGS OF BANKING

CERTAIN CASES

36AE
Power of Central Governmentto acquire undert

bankingcompanies
in certain cases.

36AE. Power of Central Governmentto acqui

COMPANIES IN

akings of

re undertakings of



banking companies in certain cases.-(1) If, upon
from the Reserve Bank, the Central Government i
banking company--

(a) has, on more than one occasion, failed t
the directions given to it in writing und
or section 35A, in so far as such directi
banking policy, or

(b) is being managed in a manner detrime
interests of its depositors,--

and that--

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

(i) in the interest of banking policy, or

(iii) for the better provision of credit gen
credit to any particular section of the co
any particular area,

itis necessary to acquire the undertaking of s
the Central Government may, after such consultat
Bank as it thinks fit, by notified order, acquir

such company (hereinafter referred to as the a
effect from such date as may be specified in thi
Central Government (hereinafter referred to as the

Provided that no undertaking of any banking
acquired unless such banking company has been
opportunity of showing cause against the proposed

Explanation.--In this Part,--

(&) "notified order" means an order publi
Official Gazette;

(b) "undertaking”, in relation to a banki
incorporated outside India, means the un
the company in India.

(2) Subject to the other provisions contai
the appointed day, the undertaking of the acqui
assets and liabilities of the acquired bank sha
to, and vest in, the Central Government.

(3) The undertaking of the acquired bank a
liabilities shall be deemed to include all rights,
and privileges and all property, whether mov
including, in particular, cash balances, reserve
deposits and all other interests and rights in,
such property as may be in the possession of, or h
bank immediately before the appointed day and all
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books, accounts and documents relating thereto,
deemed to include all debts, liabilities and obli
kind, then existing of the acquired bank.

(4) Notwithstanding anything contained ins
Central Government may, if it is satisfied that th
acquired bank and its assets and liabilities sh
vesting in the Central Government, or continuing t

company established under any scheme made under

corporation (hereinafter in this Part and in
referred to as the transferee bank) that Govern
direct that the said undertaking, including the as
thereof, shall vest in the transferee bank either
of the notified order or on such other date as m
this behalf by the Central Government.

(5) Where the undertaking of the acquired ban
liabilities thereof vest in the transferee bank un
the transferee bank, shall, on and from the date
deemed to have become the transferee of the acqui
rights and liabilities in relation to the acquire
from the date of such vesting, be deemed to have
liabilities of the transferee bank.

(6) Unless otherwise expressly provided by
all contracts, deeds, bonds, agreements, powers of
legal representation and other instruments of
subsisting or having effect immediately before t
to which the acquired bank is a party or which a
acquired bank shall be of as full force and eff
favour of the Central Government, or as the case
transferee bank, and may be enforced or acted u
effectually as if in the place of the acquired
Government or the transferee bank had been a pa
they had been issued in favour of the Central
transferee bank, as the case may be.

(7) If, on the appointed day, any suit,
proceeding of whatever nature is pending by or a
bank, the same shall not abate, be discontinued
prejudicially affected by reason of the transfer o
the acquired bank or of anything contained in this
appeal or other proceeding may be continued, pro
by or against the Central Government or the tran
case may be.

36AF

Power of the Central Government to make scheme.

36AF. Power of the Central Government to m
Central Government may after consultation with th
a scheme for carrying out the purposes of this Par
acquired bank.
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(2) In particular, and without prejudice to t he generality of the
foregoing power, the said scheme may provide for all or any of the
following matters, namely:--

(a) the corporation, or the company incorpor ated for the
purpose, to which the undertaking in cluding the
property, assets and liabilities of the acquired bank
may be transferred, and the capital, const itution, name

and office thereof;

(b) the constitution of the first Board of m

whatever name called) of the transferee
such matters in connection therewith or
thereto as the Central Government may con
necessary or expedient;

(c) the continuance of the services of all the

the acquired bank (excepting such of them
workmen within the meaning of the Indust
Act, 1947 (14 of 1947), are specifically
the scheme) in the Central Government
transferee bank, as the case may be, ont
and conditions so far as may be, as are
clauses (i) and (j) of sub-section (5) of

(d) the continuance of the right of any perso

appointed day, is entitled to or isin
pension or other superannuation or c
allowance or benefit, from the acquired
provident, pension or other fund or an
administering such fund, to be paid by, a
from, the Central Government or the transf
the case may be, or any provident, pens
fund or any authority administering such f
pension, allowance or benefit so long as
the conditions on which the pension,
benefit was granted, and if any question a
he has so observed such conditions, the g
be determined by the Central Governmen
decision of the Central Government there
final;

(e) the manner of payment of the compensatio

accordance with the provisions of this Pa
shareholders of the acquired bank, or
acquired bank is a banking company incorpo
India, to the acquired bank in full sati

their, or as the case may be, its, claims;

(f) the provision, if any, for completing th

transfer to the Central Government or th
bank of any asset or any liability which f
the undertaking of the acquired bank in a
outside India;

anagement (by

bank, and all
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(9) such incidental, consequential and supplem
as may be necessary to secure that the tr
business, property, assets and liabili
acquired bank to the Central Government
bank, as the case may be, is effectual and

(3) The Central Government may, after cons
Reserve Bank, by notification in the Official Gaz
or vary any scheme made under this section.

(4) Every scheme made under this section sh
the Official Gazette.

(5) Copies of every scheme made under this s
before each House of Parliament as soon as may be

(6) The provisions of this Part and of any sc
shall have effect notwithstanding anything to th
in any other provisions of this Act or in any
agreement, award or other instrument for the time

(7) Every scheme made under this section shal
Central Government or, as the case may be, on the
also on all members, creditors, depositors and
acquired bank and of the transferee bank and o
having any right, liability, power or function i
connection with, the acquired bank or the transfer
may be.

36AG

Compensation to be given to shareholders of the ac

36AG. Compensation to be given to sharehold
bank.- (1) Every person who, immediately before t
registered as a holder of shares in the acquire
acquired bank is a banking company incorporated
acquired bank, shall be given by the Central G
transferee bank, as the case may be, such compen
the transfer of the undertaking of the acquired b
in accordance with the principles contained in the

(2) Nothing contained in sub-section (1) sha
inter se between the holder of any share in the a
other person who may have any interest in such s
person shall be entitled to enforce his intere
compensation awarded to the holder of such share,
Central Government, or the transferee bank.

(3) The amount of compensation to be given in
principles contained in the Fifth Schedule shall
first instance by the Central Government, or the t

ental matters
ansfer of the
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or transferee
complete.
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the case may be, in consultation with the Reserv
offered by it to all those to whom compensation i
section (1) in full satisfaction thereof.

82G

(4) If the amount of compensation offered in
(3) is not acceptable to any person to whom the
payable, such person may, before such date as ma
Central Government in the Official Gazette, re
Government in writing, to have the matter refer
constituted under section 36AH.

(5) If, before the date notified under sub
Central Government receives requests, in terms o
from not less than one-fourth in number of the
not less than one-fourth in value of the paid-up
acquired bank, or, where the acquired bank is
incorporated outside India from the acquired
Government shall have the matter referred to
decision.

(6) If, before the date notified under sub
Central Government does not receive requests as p
section, the amount of compensation offered unde
and where a reference has been made to the Trib
determined by it, shall be the compensation payab
(1) and shall be final and binding on all parties

36AH

Constitution of the Tribunal.

36AH. Constitution of the Tribunal. -(1) Th
may, for the purpose of this Part, constitute a
consist of a Chairman and two other members.

(2) The Chairman shall be a person who is,
of a High Court or of the Supreme Court, and,
members, one shall be a person, who, in the opi
Government, has had experience of commercial ban
shall be a person who is a chartered accountant w
the Chartered Accountants' Act, 1949 (38 of 1949).

(3) If, for any reason, a vacancy occurs
Chairman or any other member of the Tribunal, the
may fill the vacancy by appointing another
accordance with the provisions of sub-section (2)
may be continued before the Tribunal, so constitu
at which the vacancy occurred.

(4) The Tribunal may, for the purpose
compensation payable under this Part, choose one
having special knowledge or experience of any r
assist it in the determination of such compensatio

e Bank, and shall be
s payable under sub-

terms of sub-section
compensation is
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36Al
Tribunal to have powers of a civil court.

36Al. Tribunal to have powers of a civil cour
shall have the powers of a civil court, while tryi
Code of Civil Procedure, 1908 (5 of 1908), i

following matters, namely:--

(a) summoning and enforcing the attendance of a
examining him on oath;

(b) requiring the discovery and production of d
(c) receiving evidence on affidavits;

(d) issuing commissions for the examination of
documents.

(2) Notwithstanding anything contained in su
any other law for the time being in force, the

compel the Central Government or the Reserve Bank,

(a) to produce any books of account or other do
the Central Government, or the Reserve Ba
be of a confidential nature;

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

(c) to give inspection of any such books or doc
party before it or to any other person.
36AJ
Procedure of the Tribunal.
36AJ. Procedure of the Tribunal.- (1) The T
power to regulate its own procedure.

(2) The Tribunal may hold the whole or any pa
camera.

(3) Any clerical or arithmetical error in
Tribunal or any error arising therein from any
ommission may, at any time, be corrected by the Tr
own motion or on the application of any of the par

PART
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SUSPENSION OF BUSINESS AND WINDING UP OF BANKING C OMPANIES

PART Il

SUSPENSION OF BUSINESS AND WINDING UP OF BAN

36B.

High cort defined.

1*[36B. High cort defined.- In this Part and
Court", in relation to a banking company, mea
exercising Jurisdiction in the place where the
the banking company is situated or, in the case
incorporated outside India, where its principal
India is situated.]

1. Ins. by Act52 of 1963, s. 3 as 36A. It was
by Act 33 of 1959, s. 24 (w.e.f. 1-10-1959).

82l

37.

Suspension of business.

37. Suspension of business.- (1) The 1*Hig
application of a banking company which is tempora
its obligations make an order (a copy of which
forwarded to the Reserve Bank) staying the commenc
of all actions and proceedings against the company
of time on such terms and conditions as it shall t
and may from time to time extend the period so ho
period of moratorium shall not exceed six months.

(2) No such application shall be maintain
accompanied by a report of the Reserve Bank indi
opinion of the Reserve Bank the banking company
its debts if the application is granted:

Provided that the 1*[High Court] may, for
grant relief under this section even if the
accompanied by such report, and where such relie
1*[High Court] shall call for a report from the
affairs of the banking company, on receipt of
rescind any order already passed or pass such fu
as may be just and proper in the circumstances.

2*[(3) When an application is made under s
High Court may appoint a special officer who shall
his custody or under his control all the asset

KING COMPANIES

in Part IlIA, "High

ns the High Court
registered office of

of a banking company
place of business in

renumbered as "36 B"

h Court) may on the
rily unable to meet

it shall cause to be
ement or continuance
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hink fit and proper,
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able unless it is
cating that in the
will be able to pay

sufficient reasons,
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f is granted, the
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which it may either
rther orders thereon

ub-section (1), the
forthwith take into
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effect and actionable claims to which the bank
appears to be entitled and shall also exercise
the High Court may deem fit to confer on him,
interests of the depositors of the banking company

3*[(4) Where the Reserve Bank is satisfied t
banking company in respect of which an order under
been made, are being conducted in a manner d
interests of the depositors, it may make an app
Court for the winding up of the company, a
application is made, the High Court shall not make
the period for which the commencement or contin
and proceedings against the company were staye
section.]

1. Subs. by Act 52 of 1953, s. 4, for "Court".
2. Ins. by s. 5, ibid.
3. Ins. by Act 33 of 1959, s. 25 (w.e.f. 1-10-19
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38.

Winding up by High Court.

1*[38. Winding up by High Court.- (1) Notwi
contained in section 391 section 392, section 43
the Companies act, 1956 (1 of 1956), but witho
powers under sub-section (1) of section 37

1. Subs. by Act 33 of 1959, s. 26, for the forme
10-1959).

83

of this Act, the High Court shall order the win
company--

(a) if the banking company is unable to pay its

(b) if an application forits winding up has
the Reserve bank under section 37 or this

(2) The Reserve Bank shall make an applicatio
for the winding up of a banking company if it is
an order under clause (b) of sub-section (4) of se

(3) The Reserve Bank may make an applicatio
for the winding up of a banking company--

(a) if the banking company--

() has failed to comply with the require
specified in section 11; or

ing company is or
such other powers as
having regard to the

]

hat the affairs of a
sub-section (1) has
etrimental to the
lication to the High
nd where any such
any order extending
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thstanding anything
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ut prejudice to its

r section (w.e.f. 1-
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n under this section
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ction 35.

n under this section
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(ii) has by reason of the provisions of sect
become disentitled to carry on banking
India; or

(iii) has been prohibited from receiving
deposits by an order under clause (a) o
(4) of section 35 or under clause (b) o
(3A) of section 42 of the Reserve Bank o
1934 (2 0of 1934.); or

(iv) having failed to comply with any requi
of this Act other than the requirements
section 11, has continued such failure,
contravened any provision of this Act has
such contravention beyond such period or p
be specified in that behalf by the Rese
time to time, after notice in writing of
or contravention has been conveyed to
company; or

(b) if in the opinion of the Reserve Bank-

(i) a compromise or arrangement sanctioned
Courtin respect of the banking compan
worked satisfactorily with or without modi

84

(ii) the returns, statements or informa
furnished to it under or in pursuance of t
of this Act disclose that the banking comp
to pay its debts; or

(i) the continuance of the banking comp
prejudicial to the interests of its deposi

ion 22
business in

fresh

f sub-section
f sub-section
f India Act,

rement

laid down in
or, having
continued

eriods as may

rve Bank from

such failure
the banking

by a
y cannot be
fications; or

tion
he provisions
any is unable

any is
tors.

(4) Without prejudice to the provisions cont ained in section 434
of the Companies Act, 1956 (1 of 1956), a bankin g company shall be
deemed to be unable to pay its debts ifit has refused to meet any
lawful demand made at any of its offices or bra nches within two
working days, if such demand is made at a place where there is an
office, branch or agency of the Reserve Bank, or within five working
days, if such demand is made elsewhere, and if the Reserve Bank

certifies in writing that the banking company i s unable to pay its

debts.

(5) A copy of every application made by the Reserve Bank under
sub-section (1) shall be sent by the Reserve Bank to the registrar.]
38A.

Court Liquidator.

1*[38A. Court Liquidator.- (1) There shall b e attached to every
High Court a court liquidator to be appointe d by the Central



Government for the purpose of conducting all pr
winding up of banking companies and performing s
reference thereto as the High Court may impose.

2* * % % *

(4) Where having regard to the number of bank
up and other circumstances of the case, the Centr
opinion that itis not necessary or expedient to
being a court liquidator to a High Court, it may
by notification in the Official Gazette, direct
shall not have effect in relation to that High Cou

39.

Reserve Bank to be official Liquidator.

3*39. Reserve Bank to be official Liqui
Notwithstanding anything contained in section 38A
section 448 or section 449 of the Companies Act
where in any proceeding for the winding up by
banking company, an application is made by the Res

Ins. by Act 52 of 1953, s. 6.

Sub-sections (2) and (3) omitted by Act 95

Sch. (w.e.f. 14-1-1957).

3. S. 39 has been amended by Acts 52 of 1953
1956, 95 of 1956, 33 of 1959 and 37 of 1960,

4. S. 39 re-numbered as sub-section (1) thereof

s. 26 (retrospectively).

n e

84A

this behalf, the Reserve Bank, the State Bank o
bank notified by the Central Government in th
individual, as stated in such application shall
official liquidator of the banking company ins suc
liquidator, if any, functioning in such proceeding
upon such appointment.

1*[(2) Subject to such directions as may b
Court the remuneration of the official liquidator
section, the cost and expenses of his establishme
expenses of the winding up shall be met out of
banking company which is being wound up, and notw
to the contrary contained in any other law for
force, no fees shall be payable to the Central Go
assets of the banking company.]

1. Ins. by Act 58 of 1968, s. 16 (retrospectivel
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Application of Companies Act to liquidators.

1*[39A. Application of Companies Act to liqui
provisions of the Companies Act, 1956 (1 of 19
liquidator, in so far as they are not inconsiste
shall apply to or in relation to a liquidator app
38A or section 39.

(2) Any reference to the "official liquidat
Part IlIA shall be construed as including a
liquidator of a banking company.]

40.

Stay of proceedings.

40. Stay of proceedings.- Notwithstanding anyt
contained in 2*[section 466 of the Companies Act,
the 3*[High Court] shall not make any order stayin
relation to the winding up of a banking company
Court] is satisfied that an arrangement has bee
company can pay its depositors in full as their cl

41.
Preliminary report by official liquidator.
4*[41. Preliminary report by official liquidat

anything to the contrary contained in section 4
Act, 1956 (1 of 1956), where a winding-up orde

respect of a banking company whether before or af
of the Banking Companies (Second Amendment) Act,

the official liquidator shall submit a preliminar
Court within two months from the date of the windi

the winding-up order has been made before such ¢
two months from such commencement, giving the inf

that section so far asit is available to him
amount of assets of the banking company in cas
custody or under his control on the date of the r
of its assets which are likely to be collected
expiry of that period of two months in order that
applied speedily towards the making of preferen
section 530 of the Companies Act, 1956 (1 of 1
discharge, as far as possible, of the liabilitie

the banking company to its depositors and o
accordance with the provisions hereinafter contain
liquidator shall make for the purposes aforesai
collect in cash as much of the assets of the
practicable.

1. Ins. by Act 33 of 1959, s. 28 (w.e.f. 1-10-19

dators.- (1) All the
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ointed under section

or" in this Part and
reference to any

hing to the contrary
1956 (1 of 1956)]

g the proceedings in

, unless the 3*[High

n made whereby the
aims accrue.

or.- Notwithstanding
55 of the Companies
r has been made in
ter the commencement
1960 (37 of 1960),

y report to the High
ng-up order or where
ommencement, within
ormation required by
and also stating the

h which are in his
eport and the amount
in cash before the
such assets may be
tial payments under
956), and in the

s and obligations of
ther creditors in

ed; and the official

d every endeavour to
banking company as



2. Subs. by Act95 of 1956, s. 14 and Sch., f
figures (w.e.f. 14-1-1957).

3. Subs. by Act 52 of 1953, s. 4, for "Court".

4. Subs. by Act 37 of 1960, s. 3, for s. 41.
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41A.

Notice to preferential claimants and secured and u

41A. Notice to preferential claimants and s
creditors.- (1) Within fifteen days from the date

order of a banking company or where the winding-up
before the commencement of the Banking Companie

Act, 1960 (37 of 1960), within one month from suc
official liquidator shall, for the purpose of m

the debts and liabilities of the banking compan
liabilities and obligations to its depositors),

such manner as the Reserve Bank may direct, call u

(a) every claimant entitled to preferential p
section 530 of the Companies Act, 1956
and

(b) every secured and every unsecured creditor,

to send to the official liquidator within one mo
the service of the notice a statement of the amoun

(2) Every notice under sub-section (1) sent t
a claim under section 530 of the Companies Act,
shall state thatif a statement of the claimi
official liquidator before the expiry of the peri
the date of the service, the claim shall not be
entitled to be paid under section 530 of the Com
priority to all other debts but shall be treated
due by the banking company.

(3) Every notice under sub-section (1) sent t
shall require him to value his security before
period of one month from the date of the servic
shall state thatif a statement of the claim
valuation of the security is not sentto the
before the expiry of the said period, then, the
shall himself value the security and such valuat
on the creditor.

(4) If aclaimant fails to comply with the
under sub-section (1), his claim will not be entit
section 530 of the Companies Act, 1956 (1 of 19
all other debts but shall be treated as an ordin
banking company; and if a secured creditor fail
notice sent to him under sub-section (1), the o
shall himself value the security and such valuat

or certain words and

nsecured creditors.

ecured and unsecured
of the winding-up
order has been made

s (Second Amendment)

h commencement, the
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on the creditor.]
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42.

Power to dispense with meetings of creditors, etc.

42. Power to dispense with meetings of
Notwithstanding anything to the contrary contain
460] of the Companies Act, 1956 (1 of 1956)] the
in the proceedings for winding up a banking compan
meetings of creditors or contributories 4*** if
object will be secured thereby sufficient to ju
expense.

43.

Booked depositors' credits to be deemed proved.

5*[43. Booked depositors' credits to be dee
proceeding for the winding up of a banking company
the banking company shall be deemed to have fil
amount shown in the books of the banking company
credit and, notwithstanding anything to the con
1*[section 474 of the Companies Act, 1956 (1 of 19
shall presume such claims to have been proved,
liquidator shows that there is reason for doubting

43A.

Preferential payments to depositors.

6*[43A. Preferential payments to deposit
proceeding for the winding-up of a banking company
order has been made, whether before or after the
Banking Companies (Second Amendment) Act, 1960,
from the date of the winding-up order or where
has been made before such commencement, within thr
the preferential payments referred to in section
Act, 1956 (1 of 1956), in respect of which statem
been sent within one month from the date of the s
referred to in section 41A, shall be made by the
or adequate provision for such payments shall be m

(2) After the preferential payments as afore
or adequate provision has been made in respect the
paid within the aforesaid period of three months--

(a) in the first place, to every depositor in
bank account of the banking company a

creditors, etc.-
ed in 1*[2*[section
3*[High Court] may,
y, dispense with any
it considers that no
stify the delay and

med proved.- In any
, every depositor of
ed his claim for the
as standing to his
trary contained in
56)] the High Court
unless the official
its correctness.

ors.- (1) In every
where a winding-up
commencement of the
within three months
the winding-up order
ee months therefrom,
530 of the Companies
ents of claims have
ervice of the notice
official liquidator

ade by him.

said have been made

reof, there shall be

the savings
sum of two



hundred and fifty rupees or the balance a
whichever is less; and thereafter,

(b) in the next place, to every other depos
banking company a sum of two hundred and
or the balance at his credit, whichever is

1. Subs. by Act95 of 1956, s. 14 and Sch., f
figures (w.e.f. 14-1-1957).

Subs. by Act 1 of 1984, s. 33, for "section
(w.e.f. 15-2-1984).

Subs. by Act 52 of 1953, s. 4, for "Court".
Certain words omitted by Act 1 of 1984, s. 33
Subs. by Act 52 of 1953, s. 8, for the origin
Subs. by Act 37 of 1960, s. 4, for s. 43A.
Subs. by Act 1 of 1984, s. 33, for "section
(w.e.f. 15-2-1984).
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in priority to all other debts from out of the rem
banking company available for payment to general ¢

Provided that the sum total of the amounts p
and clause (b) to any one person who in his own n
with any other person) is a depositor in the savi
the banking company and also a depositor in any
not exceed the sum of two hundred and fifty rupees

(3) Where within the aforesaid period of
payment cannot be made of the amounts required to
(a) or clause (b) of sub-section (2) with the a
official liquidator shall pay within that period
under that clause (a) or, as the case may be, cla
section on a pro rata basis so much of the amount
under that clause as the official liquidator is ab
assets; and shall pay the rest of that amount to
as and when sufficient assets are collected by the
in cash.

(4) After payments have been made first to
savings bank account and then to the other depo
with the foregoing provisions, the remaining ass
company available for payment to general creditor
for payment on a pro rata basis of the debts of t
and of the further sums, if any, due to the de
making adequate provision for payment on a pro rat
of the debts of the general creditors, the officia
as and when the assets of the company are colle
payment on a pro rata basis as aforesaid, of the f
which may remain due to the depositors referred
clause (b) of sub-section (2).

(5) In orderto enable the official liquid
custody or under his control in cash as much o
banking company as possible, the securities giv
creditor may be redeemed by the official liquidato

t his credit,

itor of the
fifty rupees
less,

or certain words and

460, 464, and 485"

(w.e.f. 15-2-1984).
al s. 43.

460, 464, and 485"

aining assets of the
reditors:

aid under clause (a)
ame (and not jointly
ngs banks account of
other account, shall

three months full
be paid under clause
ssets in cash, the

to every depositor
use (b) of that sub-
due to the depositor
le to pay with those
every such depositor
official liquidator

depositors in the
sitors in accordance
ets of the banking
s shall be utilised
he general creditors
positors; and after
a basis as aforesaid
| liquidator shall,
cted in cash, make
urther sums, if any,
to in clause (a) and

ator to have in his

f the assets of the
en to every secured
r__



(a) where the amount due to the creditor is
value of the securities as assessed by h
case may be, as assessed by the official |
payment of such value; and

(b) where the amount due to the creditor is equ
than the value of the securities as so
payment of the amount due:

88A

Provided that where the official liquidator i
the valuation made by the creditor, he may apply t
making a valuation.

(6) When any claimant, creditor or depositor
is to be made in accordance with 1*[the provision
cannot be found or is not readily traceable, adeq
be made by the official liquidator for such paymen

(7) For the purposes of this section, the p
each of the following clauses shall be treated
different class, namely:--

(a) payments to preferential claimants under se
the Companies Act, 1956 (1 of 1956);

(b) payments under clause (a) of sub-section
depositors in the savings bank account;

(c) payments under clause (b) of sub-section
other depositors;

(d) payments to the general creditors and paym
depositors in addition to those specified
and clause (b) of sub-section (2).

(8) The payments of each different class spec
(7) shall rank equally among themselves and be pai
assets are insufficient to meet them, in which ¢
in equal proportion.]]

2*[(9) Nothing contained in sub-sections (2
(8) shall apply to a banking company in respect
which the Deposit Insurance Corporation is liable
the Deposit Insurance Corporation Act, 1961 (47 of

(10) After preferential payments referred to

have been made or adequate provision has been made

the remaining assets of the banking company referr
(9) available for payment to general creditors s
payment on pro rata basis of the debts of the gene
the sums due to the depositors:

1. Subs. by Act47 of 1961, s. 51 and Sch. Il
provisions" (w.e.f. 1-1-1962).

more than the
im or, as the
iquidator, on

al to or less
assessed, on

s not satisfied with
o the High Court for

to whom any payment
s of this section],

uate provision shall

t.

ayments specified in
as payments of a

ction 530 of

(2) to the

(2) to the

ents to the
in clause (a)

ified in sub-section
d in full unless the
ase they shall abate

), (3), (4), () and
of the depositors of
under section 16 of
1961).

in sub-section (1)
in respect thereof,
ed to in sub-section
hall be utilised for
ral creditors and of

, for "the foregoing



2. Ins. by s. 51 and Sch. Il, ibid., (w.e.f. 1-1
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Provided that where any amount in respect of
paid by the liquidator to the Deposit Insurance
section 21 of the Deposit Insurance Corporation
1961), only the balance, if any, left after maki
shall be payable to the depositor.]

44,

Powers of High Court in voluntary winding up.

1*[44. Powers of High Court in voluntar
Notwithstanding anything to the contrary contain
the Companies Act, 1956 (1 of 1956), no banki
voluntarily wound up unless the Reserve Bank certi
the company is able to pay in full all its debts
they accrue.

(2) The High Court may, in any case where
being wound up voluntarily, make an order that t
up shall continue, but subject to the supervision

(3) Without prejudice to the provisions conta
and 521 of the Companies Act, 1956 (1 of 1956), t
its own motion and shall on the application of the
the winding up of a banking company by the High
following cases, namely:--

(a) where the banking company is being wound u
and at any stage during the voluntary
proceedings the company is not able to me
as they accrue; or

(b) where the banking company is being wound u
or is being wound up subject to the super
court and the High Court is satisfi
voluntary winding up or winding up sub
supervision of the court cannot be cont
detriment to the interests of the deposito

44A.

Procedure for amalgamation of banking companies.

2*[44A. Procedure for amalgamation of banki
Notwithstanding anything contained in any law fo
force, no banking company shall be amalgamated
company, unless a scheme containing the terms of s
been placed in draft before the share holders of
companies concerned separately, and approved by a

-1962).

any deposit is to be
Corporation under
Act, 1961 (47 of

ng the said payment

y winding up.- (1)

ed in section 484 of
ng company may be
fies in writing that

to its creditors as

a banking company is
he voluntary winding
of the court.

ined in sections 441
he High Court may of
Reserve Bank, order
Court in any of the

p voluntarily
winding up
et its debts

p voluntarily
vision of the
ed that the
ject to the
inued without
rs.]

ng companies.- (1)

r the time being in
with another banking
uch amalgamation has
each of the banking
resolution passed by



a majority in number representing two-thirds in
holders of each of the said

1. Subs. by Act 33 of 1959, s. 30, for the forme
10-1959).
2. Ins. by Act 20 of 1950, s. 8.
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companies, present either in person or by proxy
for the purpose.

(2) Notice of every such meeting as is referr

(1) shall be given to every share-holder of eac
companies concerned in accordance with the rel
association, indicating the time, place and object
shall also be published at least once a week f
weeks in not less than two newspapers which circu
or localities where the registered offices of t
concerned are situated, one of such newspapers
commonly understood in the locality or localities.

(3) Any share-holder, who has voted agai
amalgamation at the meeting or has given notice in
to the meeting to the company concerned or to the
the meeting that he dissents from the scheme of am
entitled, in the event of the scheme being sanct
Bank, to claim from the banking company concerne
shares held by him in that company, their value
Reserved Bank when sanctioning the scheme and

88C

such determination by the Reserve Bank as to the
to be paid to the dissenting share-holder shall
purposes.

(4) If the scheme of amalgamation is appro
majority of share-holders in accordance with the
section it shall be submitted to the Reserve B
shall, if sanctioned by the Reserve Bank by an ord
in this behalf, be binding on the banking companie
on all the share-holders thereof.

1**** *

(6) On the sanctioning of a scheme of amalgam
Bank, the property of the amalgamated banking comp
of the order of sanction, be transferred to and v
liabilities of the said company shall, by virtue o
transferred to, and become the liabilities of,
which under the scheme of amalgamation is to acq
the amalgamated banking company, subject in all
provisions of the scheme as sanctioned].]

3*[(6A) Where a scheme of amalgamation is
Reserve Bank under the provisions of this sectio

value of the share-

r section (w.e.f. 1-

at a meeting called

ed to in sub-section

h of the banking
evant articles of

of the meeting, and
or three consecutive
late in the locality

he banking companies
being in a language

nst the scheme of
writing at or prior
presiding officer of
algamation, shall be
ioned by the Reserve
d, in respect of the
as determined by the

value of the shares
be final for all

ved by the requisite
provisions of this
ank for sanction and
er in writing passed

s concerned and also

ation by the Reserve

any shall, by virtue

est in, and the

f the said order be

the banking company

uire the business of
cases to 2*[the

sanctioned by the
n, the Reserve Bank



may, by a further order in writing, direct that on
specified therein the banking company (hereinafte
referred to as the amalgamated banking company) wh
amalgamation will cease to function, shall stan

such direction shall take effect notwithstanding
contrary contained in any other law.

(6B) Where the Reserve Bank directs a d
amalgamated banking company, it shall transmit
directing such dissolution to the Registrar befor
company has been registered and on receipt of such
shall strike off the name of the company.

(6C) An order under sub-section (4) whether
the commencement of section 19 of the Banking
Provisions) Act, 1963 (55 of 1963) shall be conc
all the requirements of this section relating to
been complied with, and a copy of the said order
by an officer of the Reserve Bank to be true copy
copy of the

1. Sub-section (5) omitted by Act 55 of 1963,
1964).

2. Subs. by s. 19, ibid., for certain words (w.e

3. Ins. by s. 19, ibid. (w.e.f. 1-2-1964).
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scheme certified in the like manner to be a true
in all legal proceedings (whether in appeal or ot
instituted before or after the commencement of t
be admitted as evidence to the same extent as th
the original scheme.]

1*[(7) Nothing in the foregoing provisions o
affect the power of the Central Government t
amalgamation of two or more banking companies 2***
of the Companies Act, 1956 (1 of 1956);

Provided that no such power shall be exerc
Government except after consultation with the Rese

44B.

Restriction on compromise or arrangement between
andcreditors.

3*[4*[44B.] Restriction on compromise or
banking company and creditors.- 5*[(1)] Notwit
contained in any law for the time being in force
shall sanction a compromise or arrangement betwee
and its creditors or any class of them or between
members or any class of them 7*[or sanction any
such compromise or arrangement unless the compromi
modification, as the case may be,] is certified

such date as may be

r in this section

ich by reason of the

d dissolved and any
anything to the

issolution of the

a copy of the order
e whom the banking
order the Registrar

made before or after

Laws (Miscellaneous

lusive evidence that
amalgamation have

certified in writing

of such order and a

s.19 (w.e.f. 1-2-

f. 1-2-1964).

copy thereof shall,
herwise and whether
he said section 19),
e original order and

f this section shall
o provide for the
under section 396

ised by the Central
rve Bank.]

banking company

arrangement between
hstanding anything

, ho 6*[High Court]

n a banking company
such company and its
modification in any

se or arrangement or
by the Reserve Bank



8*[in writing as not being incapable of being wor
detrimental to the interests of the depositors
companyl].]

9*[(2) Where an application under 10*[s
Companies Act, 1956 (1 of 1956.)] is made inre
company, the High Court may direct the Reserve Ban
in relation to the affairs of the banking compan
its directors and when such a direction is giv
shall make such inquiry and submit its report to t

Ins. by Act 37 of 1960, s. 5.

The words "in national interest" omitted by A

Subs. by Act 20 of 1950, s. 9, for the fo

numbered as s. 44B).

4. S.45re-numbered as s. 44B by Act 37 of 1960

5. Re-numbered as sub-section (1) of s. 45 (n
44B) by Act 52 of 1953, s. 9.

6. Subs. by s. 4, ibid., for "Court".

7. Subs. by Act55 of 1963, s. 20, for "unle
arrangement” (w.e.f. 1-2-1964).

8. Subs. by Act52 of 1953, s. 9, for "as not
the interests of the depositors of such compa

9. Ins. by s. 9, ibid.

10. Subs. by Act 95 of 1956, s. 14 and Sch., f

figures (w.e.f. 14-1-1957).

wN e
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45,

Power of Reserve Bank to apply to Central Governme
ofbusiness

by a banking company and to prepare scheme of rec
amalgamation.

1*[45. Power of Reserve Bank to apply to Ce
suspension of business by a banking company and
reconstitution or amalgamation.-(1) Notwithstandin
in the foregoing provisions of this Part or in any
agreement or other instrument], for the time bein
appears to the Reserve Bank that there is good
Reserve Bank may apply to the Central Governmen
moratorium in respect of 3*[a banking company].

(2) The Central Government, after consideri
made by the Reserve Bank under sub-section (1),
moratorium staying the commencement or continuanc
proceedings against the company for a fixed per
terms and conditions as it thinks fit and proper
time extend the period so however that the total
shall not exceed six months.

(3) Except as otherwise provided by any dir
Central Government in the order made by it under s

ked and as not being
of such banking

ection 391 of the
spect of a banking

k to make an inquiry
y and the conduct of
en, the Reserve Bank
he High Court.]

ct 7 of 1961, s. 3.
rmer s. 45 (now re-

,S. 6.
ow re-numbered as s.

ss the compromise or

being detrimental to

ny".

or certain words and

nt for suspension

onstitutionor

ntral Government for
to prepare scheme of
g anything contained
other law or 2*[any

g in force, where it
reason so to do, the

t for an order of

ng the application
may make an order of
e of all actions and
iod of time on such
and may from time to
period of moratorium

ections given by the
ub-section (2) or at



any time thereafter, the banking company shall n
of moratorium make any payment to any depositor
liabilities or obligations to any other creditors.

4*[(4) During the period of moratorium, if t
satisfied that--

(a) in the public interest; or
(b) in the interests of the depositors; or

(c) in order to secure the proper management o
company; or

(d) in the interests of the banking system of t
a whole,

it is necessary so to do, the Reserve Bank may pre
(i) for the reconstruction of the banking compa
(i) for the amalgamation of the banking com
other banking institution (in this sectio

as "the transferee bank").

(5) The scheme aforesaid may contain provisio
the following matters, namely:--

(a) the constitution, name and registered
capital, assets, powers, rights, interests
and privileges,

1. Ins. by Act 37 of 1960, s. 6.

2. Subs. by Act 7 of 1961, s. 4, for "any agreem
3. Subs. by s. 4, ibid., for "the banking compan
4. Subs. by s. 4, ibid., for sub-sections (4) to
88F1

the liabilities, duties and obligations o
company on its reconstruction or, as the
of the transferee bank;

(b) in the case of amalgamation of the banking
transfer to the transferee bank of th
properties, assets and liabilities of
company on such terms and conditions
specified in the scheme;

(c) and change in the Board of directors, or th

of a new Board of directors, of the banki

its reconstruction or, as the case may
transferee bank and the authority by whom
in which, and the other terms and conditi
such change or appointment shall be mad
case of appointment of a new Board of dire
any director, the period for which such

ot during the period
s or discharge any

he Reserve Bank is

f the banking

he country as

pare a scheme--
ny, or

pany with any
n referred to

ns for all or any of

office, the
, authorities

ent".

y".
(9).

f the banking
case may be,

company, the
e business,
the banking
as may be

e appointment
ng company on
be, of the
, the manner
ons on which,
e and in the
ctors or of
appointment



shall be made;

(d) the alteration of the memorandum and
association of the banking compan
reconstruction or, as the case may
transferee bank for the purpose of alterin
thereof or for such other purposes as may
to give effect to the reconstruction or am

(e) subject to the provisions of the s
continuation by or against the banking co
reconstruction or, as the case may be, t
bank, of any actions or proceedings pendin
banking company immediately before the d
order of moratorium;

(f) the reduction of the interest or rights
members depositors and other creditors
against the banking company before its r
or amalgamation to such extent as the R
considers necessary in the public intere
interests of the members, depositors
creditors or for the maintenance of the bu
banking company;

(9) the payment in cash or otherwise to deposit
creditors in full satisfaction of their cl

(i) in respect of their interest or rights in
or against the banking company before
reconstruction or amalgamation; or

(i) where their interest or rights aforesaid
in or against the banking company has or hav
reduced
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under clause (f), in respect of such inter
rights as so reduced;

(h) the allotment to the members of the bankin
shares held by them therein before its r
or amalgamation [whether their interest in
has been reduced under clause (f) or not],
the banking company on its reconstruction
case may be, in the transferee bank an
members claim paymentin cash and not
shares, or where it is not possible to al
any members, the payment in cash to tho
full satisfaction of their claim--

(i) in respect of their interest in shares in
the banking company before its reconstruct
amalgamation; or

(i) where such interest has been reduced

articles of

y on its
be, of the

g the capital
be necessary
algamation;

cheme, the

mpany on its
he transferee
g against the
ate of the

which the
have in or
econstruction
eserve Bank
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and other
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g company for
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such shares
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or, as the

d where any
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under clause (f) in respect of their inter
shares as so reduced;

() the continuance of the services of all the
the banking company (excepting such of t
being workmen within the meaning of th
Disputes Act, 1947 (14 of 1947) are
mentioned in the scheme) in the banking ¢
on its reconstruction or, as the case m
transferee bank at the same remuneration
same terms and conditions of service, wh
getting or, as the case may be, by whi
being governed, immediately before the d
order of moratorium:

Provided that the scheme shall contain a prov

() the banking company shall pay or grant n
the expiry of the period of three years

on which the scheme is sanctioned by
Government, to the said employees the same
and the same terms and conditions of ser
are, at the time of such payment or grant,

to employees of corresponding rank or
comparable banking company to be determi
purpose by the Reserve Bank (whose deter
this respect shall be final);

(i) the transferee bank shall pay or grantn
the expiry of the aforesaid period of th
the said

estin

employees of
hem as not
e Industrial
specifically
ompany itself
ay be, in the
and on the
ich they were
ch they were
ate of the

ision that--

ot later than
from the date
the Central
remuneration
vice 1*["as
applicable"]
status of a
ned for this
mination in

ot later than
ree years, to

1. Subs. by Act 1 of 1984, s. 34, for certain wo rds (w.e.f.
15-2-1984).
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employees the same remuneration and the s ame terms and
conditions of service 1*[as are, atthe time of such
payment or grant, applicable] to the othe r employees
of corresponding rank or status of the tr ansferee bank
subject to the qualifications and experi ence of the
said employees being the same as or equiva lent to those
of such other employees of the transferee bank:
Provided further that if in any case under clause (i) of the

as to whether the
ployees are the same
rience of the other

e transferee bank,
fore the expiry of a

t or grant mentioned
ion thereon shall be

first proviso any doubt or difference arises
qualification and experience of any of the said em
as or equivalent to the qualifications and expe
employees of corresponding rank or status of th
1*["the doubt or difference shall be referred, be
period of three years from the date of the paymen
in that clause,] to the Reserve Bank whose decis
final;

() notwithstanding anything contained in cla use (i) where
any of the employees of the banking comp any not being



workmen within the meaning of the Indust
Act, 1947 (14 of 1947) are specifically
the scheme under clause (i), or where any
the banking company have by notice in wri
the banking company or, as the case
transferee bank at any time before the ex
month next following the date on which
sanctioned by the Central Government, in
intention of not becoming employees of
company on its reconstruction or, as the
of the transferee bank, the payment to su
of compatation if any , to which
under the Industrial Disputes Act, 1947 (
and such pension, gratuity, provident fu
retirement benefits ordinarily admissible
the rules or authorisations of the ban
immediately before the date of the order o

(k) any other terms and conditions for the reco
amalgamation of the banking company;

() such incidental, consequential and supplem
as are necessary to secure that the reco
amalgamation shall be fully and effecti
out.

(6) (&) A copy of the scheme prepared by th
be sent in draft to the banking company and al
bank and any other banking company concerned in th

1. Subs. by Act 1 of 1984, s. 34, for certain wo
15-2-1984).
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for suggestions and objections, if any, within
Reserve Bank may specify for this purpose;

(b) The Reserve Bank may make such modificat
draft scheme as it may consider necessary in
suggestions and objections received from the bank
from the transferee bank, and any other banking
the amalgamation and from any members, depositor
of each of those companies and the transferee bank

(7) The scheme shall thereafter be placed
Government for its sanction and the Central Gove
the scheme without any modifications or with such
may consider necessary; and the scheme as sanct
Government shall come into force on such dat
Government may specify in this behalf

Provided that different dates may be speci
provisions of the scheme.

1*[(7A) The sanction accorded by the Centr
sub-section (7), whether before or after the com

rial Disputes
mentioned in
employees of
ting given to
may be, the
piry of one

the scheme is
timated their
the banking
case may be,
ch employment
they are entitled
14 of 1947),

nd and other
to them under
king company
f moratorium;

nstruction or

ental matters
nstruction or
vely carried

e Reserve Bank shall
so to the transferee
e amalgamation,

rds (w.e.f.

such period as the

ions, if any, in the

the light of the

ing company and also
company concerned in
s or other creditors

before the Central
rnment may sanction
modifications as it
ioned by the Central
e as the Central

fied for different

al Government under
mencement of section



21 of the Banking Laws (Miscellaneous Provision
1963), shall be conclusive evidence that all the
section relating to reconstruction, or, as
amalgamation have been complied with and a copy
scheme certified in writing by an officer of the C

be a true copy thereof, shall, in all legal pro

appeal or otherwise and whether instituted bef
commencement of the said section 21), be admitte
same extent as the original scheme.]

(8) On and from the date of the coming in
scheme or any provision thereof, the scheme or suc
binding on the banking company or, as the cas
transferee bank and any other banking company
amalgamation and also on all the members, depo
creditors and employees of each of those comp
transferee bank, and on any other person having an
in relation to any of those companies or t
2*[including the trustees or other persons manag
any other manner with, any provident fund or othe
any of those companies or the transferee bank.]

(9) 3*[On and from the date of the coming in
as the case may be, the date specified in this beh
the properties and assets of the banking

1. Ins. by Act 55 of 1963, s. 21 (w.e.f. 1-2-196
2. Ins. by Act 1 of 1984, s. 34 (w.e.f. 15-2-19
3. Subs. by s. 34 ibid., for certain words (w.e.
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company shall, by virtue of and to the extent prov
stand transferred to, and vest in, and the liabil
company shall, by virtue of and to the extent prov
stand transferred to, and become the liabilities
bank.

(10) If any difficulty arises in giving effe
of the scheme, the Central Government may by or
inconsistent with such provisions which appears
expedient for the purpose of removing the difficul

(11) Copies of the scheme or of any order ma
(10) shall be laid before both Houses of Parlia
be, after the scheme has been sanctioned by the
or, as the case may be, the order has been made.

(12) Where the scheme is a scheme for amalgam
company, any business acquired by the transferee b
or under any provision thereof shall, after the ¢
of the scheme or such provision, be carried on by
in accordance with the law governing the transfe
such modifications in that law or such exemptio
bank from the operation of any provisions there
Government on the recommendation of the Rese
notification in the Official Gazette, make for t

s) Act, 1963 (55 of
requirements of this
the case may be,

of the sanctioned
entral Government to
ceedings (whether in
ore or after the
d as evidence to the

to operation of the
h provision shall be
e may be, on the
concerned in the
sitors and other
anies and of the
y right or liability
he transferee bank
ing, or connected in
r fund maintained by

to operation of, or
alf in, the scheme]

84).
f 15-2-1984).

ided in the scheme,
ities of the banking
ided in the scheme,
of, the transferee

ct to the provisions
der do anything not
to it necessary or

ty.

de under sub-section
ment, as soon as may
Central Government,

ation of the banking
ank under the scheme
oming into operation
the transferee bank
ree bank, subject to
ns of the transferee

of as the Central

rve Bank may, by

he purpose of giving



full effect to the scheme:

Provided that no such modification or exempt
as to have effect for a period of more than seven
of the acquisition of such business.

(13) Nothing in this section shall be deem
amalgamation with a banking institution by a sing
banking companies in respect of each of which an
has been made under this section.

(14) The provisions of this section and of a
it shall have effect notwithstanding anythin
contained in any other provisions of this Act or
any agreement, award or other instrument for the t

(15) In this section, "banking institution”
company and includes the State Bank of India or 1
or a corresponding new bank]

2*[Explanation.--References in this section
conditions of service of as applicable to an e
construed as extending to the rank and status of s

1. Subs.ins. by Act 1 of 1984, s. 34, for certa
15-2-1984).
2. Ins. by s. 34, ibid. (w.e.f. 15-2-1984).
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PART

SPECIAL PROVISIONS FOR SPEEDY DISPOSAL OF WINDING

1*[PART HIA

SPECIAL PROVISIONS FOR SPEEDY DISPOSAL OF WINDI

45A.

Part IlIA to override other laws.

45A. Part IllA to override other laws.- The
Part and the rules made thereunder shall have ef
anything inconsistent therewith contained in the
1956 (1 of 1956)] or the Code of Civil Procedure
of the 3*[code of Criminal Procedure 1973 (2 of 1
law for the time being in force or any instrum
virtue of any such law; but the provisions of
instrument in so far as the same are not varied
with, the provisions of this Part or rules made th
to all proceedings under this Part.

ion shall be made so
years from the date

ed to prevent the
le scheme of several
order of moratorium

ny scheme made under
g to the contrary
in any other law or
ime being in force.

means any banking
*["a subsidiary bank

to the terms and
mployee shall not be
uch employee.]

in words (w.e.f.

UP PROCEEDINGS

NG UP PROCEEDINGS

provisions of this
fect notwithstanding

2*[Companies Act,
, 1908 (5 of 1908)
974)] or any other
ent having effect by
any such law or
by, or inconsistent
ereunder shall apply



45B.

Power of High Court to decide all claims in
bankingcompanies.

45B. Power of High Courtto decide all cla
banking companies.- The High Court shall, save as
provided in section 45C, have exclusive jurisdict
decide any claim made by or against a banking com
wound up (including claims by or against any of it
or any application made under 4*[section 391 of
1956 (1 of 1956)] by or in respect of a bankin
question of priorities or any other question wh
law or fact, which may relate to or arise in the ¢
up of a

1. Part IllA consisting of ss. 45A to 45X subs.
s. 10, for the former Part llIA.

2. Subs. by Act95 of 1956, s. 14 and Sch., f
figures (w.e.f. 14-1-1957).

3. Subs. by Act 1 of 1984, s. 35, for "code of
1898 (5 of 1898) (w.e.f. 15-2-1984).

4. Subs. by s. 14 and Sch. ibid., for "sectio
Companies Act, 1913 (7 of 1913)".

88G

banking company, whether such claim or question h
or such application has been made or is made befo

of the order for the winding up of the banking co

after the commencement of the Banking Companies (A
(52 of 1953)

45C.

Transfer of pending proceedings.

45C. Transfer of pending proceedings. (1) W
order is made or has been made in respect of a
suit or other legal proceeding, whether civil or
of which the High Court has jurisdiction under t
pending in any other court immediately before the
Banking Companies (Amendment) Act, 1953 (52 of 19
the order for the winding up of the banking comp
later, shall be proceeded with except in the
provided.

(2) The official liquidator shall, within t
date of the winding up order or the commencement
Companies (Amendment) Act, 1953 (52 of 1953), whi
such further time as the High Court may allow,
Court a report containing a list of all such

respect of

ims in respect of
otherwise expressly
ion to entertain and
pany which is being
s branches in India)
the Companies Act,
g company or any
atsoever, whether of
ourse of the winding

by Act 52 of 1953,
or certain words and
criminial procedure

n 153 of the Indian

as arisen or arises
re or after the date
mpany or before or
mendment) Act, 1953

here a winding up
banking company, no
criminal, in respect

his Act and which is
commencement of the
53), or the date of

any, whichever is
manner hereinafter

hree months from the
of the Banking
chever is later, or
submit to the High
pending proceedings



together with particulars thereof.

(3) On receipt of a report under sub-section
may, if it so thinks fit, give the parties concern
show cause why the proceedings should not be trans
after making an inquiry in such manner as may
made under section 45U, it shall make such ord
transferring to itself all or such of the pendin
be specified inthe order and such proceedings
disposed of by the High Court.

(4) If any proceeding pending in a courtis n
the High Court under sub-section (3), such pr
continued in the court in which the proceeding was

(5) Nothing in this section shall apply to an
in appeal before the Supreme Court or a High Court

45D.

Settlement of list of debtors.

45D. Settlement of list of debtors.-(1) Notw
to the contrary contained in any law for the time
High Court may settle in the manner hereinafter
debtors of a banking company which is being wound

(2) Subject to any rules that may be made u
official liquidator shall, within six months fro
winding up order or the commencement of the
(Amendment) Act, 1953 (52 of 1953), whichever is
time, file
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to the High Court lists of debtors containing such
specified in the Fourth Schedule:

Provided that such lists may, with the leave
be filed after the expiry of the said period of si

(3) On receipt of any list under sub-section
shall, wherever necessary, cause notices to be i
affected and after making an inquiry in such manne
by rules made under section 45U, it shall make a
list of debtors:

Provided that nothing in this section shall
from settling any such listin part as against
whose debts have been settled without settling t
persons placed on the list.

(4) At the time of the settlement of any
Court shall pass an order for the payment of th
debtor and make such further orders as may be nec

(2), the High Court
ed an opportunity to
ferred to itself and

be provided by rules
er as it deems fit

g proceedings as may
shall thereafter be

ot so transferred to
oceeding shall be
pending.

y proceeding pending

ithstanding anything
being in force, the
provided a list of

up.

nder section 52, the
m the date of the
Banking Companies
later, from time to

particulars as are

of the High Court,
X months.

(2), the High Court
ssued on all persons
r as may be provided
n order settling the

debar the High Court
such of the persons
he debts of all the

such list, the High
e amount due by each
essary in respect of



the relief claimed, including reliefs against an
respect of the realisation of any security.

(5) Every such order shall, subject to the pr
be final and binding for all purposes as between
on the one hand and the person against whom the
all persons claiming through or under him on the o
be deemed to be a decree in a suit.

(6) In respect of every such order, the High
certificate specifying clearly the reliefs grante
descriptions of the parties whom such reliefs ha

amount of costs awarded and by whom, and out of wh

proportions, such costs are to be paid; and eve
shall be deemed to be a certified copy of the dec
including execution.

(7) At the time of settling the list of deb
time prior or subsequent thereto, the High Court
pass any order in respect of a debtor onthe a
official liquidator for the realisation, manag
preservation or sale of any property given as sec
company and to give such powers to the official
out the aforesaid directions as the High Court thi

(8) The High Court shall have power to sanc
respect of any debt and to order the payment
instalments.
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(9) In any case in which any such list is
against any person, such person may, within thirt
of the order settling the list, apply to the High
to vary such list, so far as it concerns him, and
satisfied that he was prevented by any sufficient
on the date fixed for the settlement of such lis
good defence to the claim of the banking company
Court may vary the list and pass such orders in re
thinks fit:

Provided that the High Court may, ifitsot
the application after the expiry of the said perio

(10) Nothing in this section shall--
(a) apply to a debt which has been secured by
immovable property, if a third party has
in such immovable property; or
(b) prejudice the rights of the official li

recover any debt due to a banking compa
other law for the time being in force.

45E.

y guarantor or in

ovisions for appeal,
the banking company
order is passed and
ther hand, and shall

Court shall issue a
d and the names and
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on merits, the High
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Special provisions to make calls on contributories

45E. Special provisions to make calls o
Notwithstanding that the list of the contributori
settled under 1*[section 467 of the Companies Act,
the High Court may, if it appears to it necessar
do, at any time after making a winding up order,
order payment thereof by any contributory under
1*[section 470 of the Companies Act, 1956] if such
been placed on the list of contributories by the
and has not appeared to dispute his liability.

45F.

Documents of banking company to be evidence.

45F. Documents of banking company to be evide
the books of account or other documents of a bank
being wound up shall be admitted in evidenc
proceedings]; and all such entries may be pro
production of the books of account or other docu
company containing such entries or by the product
entries, certified by the official liquidator und
stating that itis a true copy of the original e
original entries are contained in the books of
documents of the banking company in his possession

1. Subs.by Act95 of 1956, s. 14 and Sch., f
figures (w.e.f. 14-1-1957).

2. Subs. by Act55 of 1963, s. 22, for certai
1964).
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(2) Notwithstanding anything to the contrar
Indian Evidence Act, 1872 (1 of 1872) all such
of account or other documents of a banking compa
the directors 1*[officers and other employees] of
in respect of which the winding up order has
prima facie evidence of the truth of all matter
therein recorded.

45G.

Public examination of directors and auditors.

45G. Public examination of directors and au
order has been made for the windingup ofa b
official liquidator shall submit a report whethe
loss has been caused to the banking company since
act or omission (whether or not a fraud has been ¢
or omission) of any person in the promotion or

n contributories.-
es has not been
1956 (1 of 1956)],
y or expedient so to
make a call on and
sub-section (1) of
contributory has
official liquidator

nce.- (1) Entries in
ing company which is
e in all 2*legal

ved either by the
ments of the banking
ion of a copy of the
er his signature and
ntries and that such
account or other

or certain words and
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y contained in the
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the banking company
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anking company, the
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its formation by any
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formation of the



banking company or of any director or auditor of t

(2) If, on consideration of the report submi
section (1), the High Court is of opinion that
taken part in the promotion or formation of the ba
been a director or an auditor of the banking
publicly examined, it shall hold a public sitti
appointed for that purpose and direct that such
auditor shall attend thereat and shall be publicl
promotion or formation or the conduct of the bus
company, or as to his conduct and dealings, in s
to the affairs of the banking company:

Provided that no such person shall be publicl
has been given an opportunity to show cause why
examined.

(3) The official liquidator shall take par
and for that purpose may, if specially authorised
that behalf, employ such legal assistance as may
High Court.

(4) Any creditor or contributory may also
examination either personally or by any person
before the High Court.

1. Ins. by Act 55 of 1963, s. 22 (w.e.f. 1-2-196

2. The words, brackets and figures "before the
Banking Companies (Amendment) Act, 1953" omit
(w.e.f. 1-2-1964).

88J1

(5) The High Court may put such questions to
as it thinks fit.

(6) The person examined shall be examined
answer all such questions as the High Court may pu
to him.

(7) A person ordered to be examined under
his own cost, employ any person entitled to app
Court who shall be at liberty to put to him such g

88k

High Court may deem just for the purpose of enabli
qualify any answer given by him:

Provided that if he is, in the opinion of
exculpated from any charges made or suggested a
Court may allow him such costs in its discretion a

(8) Notes of the examination shall be taken d
shall be read over to or by, and signed by, the
may thereafter be used in evidence against him
civil or criminal, and shall be open to the inspec

he banking company.

tted under sub-

any person who has
nking company or has
company should be
ng on a date to be
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or contributory at all reasonable times.

(9) Where on such examination, the High Cou
(whether a fraud has been committed or not)--

(a) that a person, who has been a director of
company, is not fit to be a director of a

(b) that a person, who has been an auditor of
company or a partner of a firm acting as
is not fit to act as an auditor of a compa
partner of a firm acting as such auditor,

the High Court may make an order that person sh
leave of the High Court, be a director of, or
directly or indirectly, be concerned or take part

any company or, as the case may be, actas an a
partner of a firm acting as auditors of, any com
not exceeding five years as may be specified in th

45H.

Special provisions for assessing damages against d
directors,etc.

45H. Special provisions for assessing damage
directors, etc.- (1) Where an application is mad
under 1*[section 543 of the Companies Act, 1956 (
any promoter, director, manager, liquidator or
company for repayment or restoration of any money
applicant makes out a prima-facie case against su
Court shall make an order against such persontor
money or property unless he proves that he is no
repayment or restoration either wholly or in part:

Provided that where such an order is made jo
more such persons, they shall be jointly and seve
the repayment or restoration of the money or prope

(2) Where an application is made to the
1*[section 543 of the Companies Act, 1956 (1 of 19
Court has reason to

1. Subs. by Act 95 of 1956, s. 14 and Sch., for
Indian Companies Act, 1913 (7 of 1913)" (w.e.
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believe that a property belongs to any promoter
liquldator or officer of the banking company, wh
stands in the name of such person or any other per
owner, then the High Court may, at any time, whe
making an order under sub-section (1), direct the
property, or such portion thereof, as it thinks

so attached shall remain subject to attachment u

rt is of opinion

the banking
company, or

the banking
such auditor,
ny or to be a
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owner can prove to the satisfaction of the High
real owner and the provisions of the Code of Civi
of 1908) relating to attachment of property shal
apply to such attachment.

45].

Duty of directors and officers of banking compan
therealisation of property.

45]. Duty of directors and officers of bankin
in the realisation of property.- Every director o
banking company which is being wound up shall giv
the official liquidator as he may reasonably re
with the realisation and distribution of the pro
company.

45].
Special provisions for punishing offences in r

bankingcompanies
being wound up.

45J. Special provisions for punishing offen

banking companies being wound up.-(1) The High Cou

fit, take cognizance of and try in a summary way
to have been committed by any person who has
promotion or formation of the banking company whi
or by any director, manager or officer thereof:

Provided that the offence is one punishabl
under the 1*[Companies Act, 1956 (1 of 1956)].

(2) When trying any such offence as aforesaid
also try any other offence not referred to in sub-
an offence with which the accused may, under the,
Procedure 1973 (2 of 1973)] be charged at the same

(3) In any case tried summarily under sub-s
Court--

(a) need not summon any witness, if it is satis
evidence of such witness will not be mater

(b) shall not be bound to adjourn a trial fo
unless such adjournment is, in the opinio
Court, necessary in the interests of justi

(c) shall, before passing any sentence, rec
embodying the substance of the evidence
particulars specified in section 263 of t
Criminal Procedure, 1973 (2 of 1974);] so

section may be applicable

Court that he is the
| Procedure, 1908 (5
I, as far as may be,
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1. Subs. by Act95 of 1956, s. 14 and Sch., f
Act, 1913 (7 of 1913)" (w.e.f. 14-1-1957).

2. Subs. by Act 1 of 1984, s. 35, for certain wo
15-2-1984).
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and nothing contained in sub-section (2) of sectio
of Criminal Procedure, 1973 (2 of 1974)] shall app
trial.

(4) All offences in relation to winding up
committed by any person specified in sub-sect
punishable under this Act or under the 2*[Compan
1956)] and which are not tried in a summary way u
shall, notwithstanding anything to the contrary co
or the 1*[Code of Criminal Procedure, 1973 (2 o
other law for the time being in force, be taken
tried by a Judge of the High Court other than th
being dealing with the proceedings for the windi
company.

(5) Notwithstanding anything to the contrar
1*[Code of Criminal Procedure, 1973 (2 of 1974)]
take cognizance of any offence under this section
being committed to it for trial 4***,

45K.

[Repealed.]

45K. [Power of High Court to enforce schem
etc.] Rep. by the Banking Companies (Amendment)
1959), s. 31 (w.e.f. 1-10-1959).

45L.

Public examination of directors and auditors, e
abanking
company under schemes of arrangement.

45L. Public examination of directors and
respect of a banking company under schemes of ar
an application for sanctioning a compromise or arr
of a banking company is made under 2*[section 3
Act, 1956 (1 of 1956)] or where such sanction has
High Court is of opinion, whether on a report of
otherwise, that any person who has taken part
formation of the banking company or has been a di
the banking company should be publicly examined
examination of such person and the provisions of s
far as may be, apply to the banking company as the

or "Indian Companies

rds (w.e.f.

n 262 of the 4*[Code
ly to any such
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company which is being wound up.

(2) Where a compromise or arrangement is
4*[section 391 of the Companies Act, 1956 (1 of 19
a banking company, the provisions of 5*[section
and of section 45H of this Act shall, as far as m
banking company as they apply to a banking com
wound up as if the order sanctioning the compr
were an order for the winding up of the banking co

1. Subs. by Act 1 of 1984, s. 35 (w.e.f. 15-2
2. Subs. by Act95 of 1956, s. 14 and Sch., f
Act, 1913 (7 of 1913)" (w.e.f. 14-1-1957).

3. Certain words omitted by Act 1 of 1984 s. 35
4. Subs. by s. 14 and Sch., ibid., for "secti

Companies Act, 1913 (7 of 1913)" (w.e.f. 14-1
5. Subs. by s. 14 and Sch., ibid., for "section
(w.e.f. 14-1-1957).
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1*[(3) Where 2*[a scheme of reconstruction o
banking company] has been sanctioned by the Cent
section 45 and the Central Government is of opi
who has taken part in the promotion or formati
company or has been a director or auditor oft
should be publicly examined, that Government may
Court for the examination of such person and if
the High Court finds (whether a fraud has been co
person is not fit to be a director of a compa
auditor of a company orto be a partner of a f
taat auditors, the Central Government shall make
person shall not, without the leave of the Cent
director of, orin any way, whether directly
concerned or take part in the management of any co
may be, act as an auditor of, or be a partner of
auditors of, any company for such period not exc
may be specified in the order.

(4) Where 2*[a scheme of reconstruction or a
banking company] has been sanctioned by the Cent
section 45, the provisions of section 543 of the
(1 of 1956), and of section 45H of this Act shal
apply to the banking company as they apply to a b
is being wound up as if the order sanction
reconstruction or amalgamation as the case may b
the winding up of the banking company; and any r
section 543 to the application of the official
construed as a reference to the application
Government.]

45M.

Special provisions for banking companies working
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45M. Special provisions for banking compa
schemes of arrangement at the commencement of the
any compromise or arrangement sanctioned in respe
company under 3*[section 391 of the Companies Act
is being worked atthe commencement of the
(Amendment) Act, 1953 (52 of 1953), the High Co
thinks fit on the application of such banking comp

(a) excuse any delay in carrying out any of t
of the compromise or arrangement; or

(b) allow the banking company to settle the
debtors in accordance with the provision
45D and in

1. Ins. by Act 37 of 1960, s. 7.
2. Subs. by Act 7 of 1961, s. 5, for "a scheme
a banking company or its amalgamation with anot
company".
3. Subs. by Act 95 of 1956, s. 14 and Sch., for
Indian Companies Act, 1913 (7 of 1913)" (w.e.
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such a case, the provisions of the said s
as far as may be, apply to the banking co
apply to a banking company which is bein
if the order sanctioning the compromise o
were an order for the winding up of
company.

45N.

Appeals.

45N. Appeals.- (1) An appeal shall lie from a
of the High Court in a civil proceeding under this
or value of the subject-matter of the claim exc
rupees.

(2) The High Court may by rules provide for a
order made under section 45J and the conditions
such appeal would lie.

(3) Subject to the provisions of sub-section
(2) and notwithstanding anything contained in a
time being in force, every order or decision of
be final and binding for all purposes as between
on the one hand, and all persons who are partie
persons claiming through or under them or any o
hand.
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Special period of limitation.

450. Special period of limitation.- (1) Notw
to the contrary contained in the Indian Limitati
1908) or in any other law for the time being in
the period of limitation prescribed for a suit
banking company which is being wound up, the per
the date of the presentation of the petition for t
banking company shall be excluded.

(2) Notwithstanding anything to the contrar
Indian Limitation Act, 1908 (9 of 1908) or 1*[s
Companies Act, 1956 (1 of 1956)] orin any othe
being in force, there shall be no period of |
recovery of arrears of calls from any director
which is being wound up or for the enforcement by
against any of its directors of any claim based on
or implies; and in respect of all other claims by
against its directors, the period of limitation s
from the date of the accrual of such claims 2*[or
date of the first appointment of the liquidator, w

(3) The provisions of this section, in so f
banking companies being wound up, shall also apply

1. Subs. by Act 95 of 1956, s. 14 and Sch., for

Indian Companies Act, 1913 (7 of 1913)" (w.e.
2. Ins. by Act 33 of 1959, s. 32 (w.e.f. 1-10-19
88P

company in respect of which a petition for the

presented before the commencement of the Banking C

Act, 1953 (52 of 1953),

45P.

Reserve Bank to tender advice in winding up procee

45P. Reserve Bank to tender advice in windin
Where in any proceeding for the winding up of
which any person other than the Reserve Bank has b
official liquidator and the High Court has dir
liquidator to obtain the advice of the Reserve
(which it is hereby empowered to do), it shall
Reserve Bank to examine the record of any such p
such advice on the matter as it may think fit.

450Q.

Power to inspect.

ithstanding anything
on Act, 1908 (9 of
force, in computing
or application by a
iod commencing from
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45Q. Power to inspect.- (1) The Reserve Ban
directed so to do by the Central Government or
cause an inspection to be made by one or more

banking company which is being wound up and its bo

(2) On such inspection, the Reserve Bank sha
to the Central Government and the High Court.

(3) If the Central Government, on considerat
the Reserve Bank, is of opinion that there has
irregularity in the winding up proceedings, i
irregularity to the notice of the High Court fo
High Court may think fit.

(4) On receipt of the report of the Reser
section (2) or on any irregularity being brought
Central Government under sub-section (3), the H
deems fit, after giving notice to and hearing th
in regard to the report, give such directions
necessary.

45R.

Power to call for returns and information.

45R. Power to call for returns and informatio
may, at any time by a notice in writing, require
banking company to furnish it, within such time as
the notice or such further time as the Reserve
statement or information relating to or connected
of the banking company; and it shall be the duty
to comply with such requirements.

Explanation.--For the purposes of this sectio
banking company working under a compromise
prohibited from receiving fresh deposits, shall,

deemed to be a banking company which is being woun
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45S.

Chief Presidency Magistrate and District Magistrat
officialliquidator in taking charge of property of

45S. Chief Presidency Magistrate and Dist
assist official liquidator in taking charge of p
company.- (1) For the purpose of enabling the of
the special officer appointed under sub-section (
take into his custody or under his control, all p
actionable claims to which a banking company, 1***
entitled, the official liquidator or the special

k shall, on being
by the High Court,
of its officers of a

oks and accounts.

[l submit its report

ion of the report of
been a substantial
t may bring such
r such action as the

ve Bank under sub-
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e Central Government
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may be, may request in writing the 2*[Chief Metrop
the Chief Judicial Magistrate], within whos
property, books of account or other documents of
may be situate or be found, to take possession
2*[Chief Metropolitan Magistrate or the Chief Judi
the case may be, shall, on such request being made

3*[(a) take possession of such property, book
or other documents, and

(b) forward them to the official liquidator or
officer].

4*[(2) Where any such property and effects a
of the 4*[Chief Metropolitan Magistrate or
Magistrate], as the case may be, such Magistrate
writing being made to him by the official liquida
officer referred to in sub-section (1), sell such
and forward the net proceeds of the sale to the of
the special officer:

Provided that such sale shall, as far as prac
by public auction.

(3) For the purpose of securing compliance wi
sub-section (1), the 2*[Chief Metropolitan Magist
Judicial Magistrate], may take or cause to be take
or cause to be used such force as may, in his opin

(4) No act of the 2*[Chief Metropolitan Mag
Judicial Magistrate] done in pursuance of this sec
in question in any court or before any autority.]

45T,

Enforcement of orders and decisions of High Court.

45T. Enforcement of orders and decisions of H
orders made in any civil proceeding by a High Cour
the same manner in which decrees of such court
pending therein may be enforced.

(2) Notwithstanding anything to the contrar
Code of Civil Procedure, 1908 (5 of 1908), a liqu
the execution of a decree by a court other than t
on production of a certificate granted under
section

1. Certain words omitted by Act 55 of 1963, s. 2
2. Subs. by Act 1 of 1984, s. 36, for certain wo
1984).

3. Subs. by Act 55 of 1963 s. 23 for certain wor
1964).

4. Subs. by s. 23, ibid., for sub-section (2) (w

olitan Magistrate or

e jurisdiction any
such banking company
thereof, and the

cial Magistrate], as

to him,--

s of accounts

the special
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tor or the special
property and effects
ficial liquidator or
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igh Court.- (1) All
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y contained in the
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3 (w.e.f. 1-2-1964).
rds (w.e.f.15-2-

ds (w.e.f. 1-2-

e.f. 1-2-1964).
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45D and on his certifying to such other court in

remaining due or relief remaining unenforced under

(3) Without prejudice to the provisions of s
sub-section (2), any amount found due tothe b
order or decision of the High Court may, with t
Court, be recovered 1*[by the liquidator in the
arrear of land revenue and for the purpose of
liquidator may forward to the Collector within who
property of the person against whom any order or
Court has been made is situate, a certificate

specifying the amount so due and the person by who

2*[(4) On receipt of a certificate under su
Collector shall proceed to recover from such
specified therein as if it were an arrear of land

Provided that without prejudice to any oth
Collector, he shall, for the purposes of recover
have all the powers, which, under the Code of Ci
(5 of 1908), a civil court has for the purpose o
amount due under a decree.]

45U.
Power of High Court to make rules.

45U. Power of High Court to make rules.- The
rules consistent with this Act and the rules m
prescribing--

(a) the manner in which inquiries and proceedin
[l or Part IlIA may be held;

(b) the offences which may be tried summarily;

(c) the authority to which, and the conditio
which, appeals may be preferred and the ma
such appeals may be filed and heard;

(d) any other matter for which provision has t
enabling the High Court to effectively
functions under this Act.

45V.
References to directors, etc., shall be const

includingreferences
to past directors, etc.

45V. References to directors, etc., shal

writing the amount
the decree.

ub-section (1) or
anking company by an
he leave of the High
same manner as an
such recovery the
se jurisdiction the
decision of the High
under his signature
m it is payable].

b-section (3), the
person the amount
revenue:

er powers of the
ing the said amount,

vil Procedure, 1908
f the recovery of an

High Court may make
ade under section 52

gs under Part

ns subject to
nner in which

0 be made for
exercise its

rued as

| be construed as



including references to past directors, etc.-For t
it is hereby declared that any reference in this

manager, liquidator, officer or auditor of a bank
construed as including a reference to any past
manager, liquidator, officer or auditor of the ban

1. Subs. by Act55 of 1963, s. 24, for certai
1964).
2. Ins. by s. 24, ibid. (w.e.f. 1-2-1964).
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45W.

Part Il not to apply to banking companies being wo

45W. Part Il not to apply to banking compani
Nothing contained in Part Il shall apply to a bank
being wound up.

45X.

Validation of certain proceedings.

45X. Validation of certain proceedings.- Notw
contained in section 45B or any other provision
section 11 of the Banking Companies (Amendment)
1950), no proceeding held, judgment delivered or
before the commencement of the Banking Companie
1953 (52 of 1953), by any court other than the Hi
of any matter over which the High Court has juris
Act shall be invalid or be deemed ever to have be
reason of the fact that such proceeding, judgment,
held, delivered or made by a court other than the

PART

PROVISIONS RELATING TO CERTAIN OPERATIONS OF BANKI

2*[PART IlIB

PROVISIONS RELATING TO CERTAIN OPERATIONS OF B

45Y.

Power of Central Government to make rules for
ofrecords.

45Y. Power of Central Government to ma

he removal of doubts
Part to a director,

ing company shall be
or present director,
king company.

n words (w.e.f. 1-2-

und up.

es being wound up.-
ing company which is

ithstanding anything
of this Part or in
Act, 1950 (20 of
decree or order made
s (Amendment) Act,
gh Court in respect
diction under this
en invalid merely by
decree or order was
High Court.]

NG COMPANIES

ANKING COMPANIES

the preservation

ke rules for the



preservation of records.- The Central Gover
consultation with the Reserve Bank and by notifica
Gazette, make rules specifying the periods for whi

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

(b) a banking company shall preserve and kee
different instruments paid by it.

457.

Return of paid instruments to customers.

45Z. Return of paid instruments to customers.-
company is required by its customer to return to h
before the expiry of the period specified by rule
45Y, the banking company shall not return the ins
making and keeping in its possession a true copy o
of such instrument, such copy being made by am
process which in itself ensures the accuracy of th

(2) The banking company shall be entitled
customer the cost of making such copies of the ins

Explanation.--In this section, "customer" i
department and a corporation incorporated by or un

45ZA

Nomination for payment of depositors' money.

45ZA. Nomination for payment of depositors'
depositis held by a banking company to the cre
persons, the depositor or, asthe case may be,
together, may nominate, in the prescribed manner
in the event of the death of the sole depositor
the depositors, the amount of deposit may be ret
company.

(2) Notwithstanding anything contained in a
time being in force orin any disposition, whe
otherwise, in respect of such deposit, where a no
prescribed manner purports to confer on any pers
receive the amount of deposit from the banking c
shall, on the death of the sole depositor or, as
the death of all the depositors, become entitled
the sole depositor or, asthe case may be, of
relation to such deposit to the exclusion of all o
the nomination is varied or cancelled in the presc

(3) Where the nominee is a minor, it shall
depositor making the nomination to appoint int

nment may, after
tion in the Official
ch--

accounts and

p with itself

(1) Where a banking
im a paid instrument
s made under section
trument except after

f all relevant parts
echanical or other

e copy.

to recover from the
trument.

ncludes a Government
der any law.

money.- (1) Where a
dit of one or more
all the depositors
, one person to whom
or the death of all
urned by the banking

ny other law for the
ther testamentary or
mination made in the
on the right to
ompany, the nominee
the case may be, on
to all the rights of

the depositors, in
ther persons, unless
ribed manner.

be lawful for the
he prescribed manner



any person to receive the amount of deposit in th
during the minority of the nominee.

(4) Payment by a banking company in ac
provisions of this section shall constitute a f
banking company of its liability in respect of the

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

457B

Notice of claims of other persons regarding deposi

45ZB. Notice of claims of other persons reg
receivable.- No notice of the claim of any pers
person or persons in whose name a deposit is
company, shall be receivable by the banking comp
banking company be bound by any such notice eve
given to it:

Provided that where any decree, order, cert
authority from a court of competent jurisdiction
deposit is produced before a banking company, th
shall take due note of such decree, order, cert
authority.

457C

Nomination for return of articles kept in safe ¢
bankingcompany.

45ZC. Nomination for return of articles kept
banking company.- (1) Where any person leaves an
custody with a banking company, such person may
prescribed manner, one person to whom, in the ev
the person leaving the article in safe custody,
returned by the banking company.

(2) Where the nominee is a minor, it shall
person making the nomination to appoint in the p
person to receive the article deposited in the
during the minority of the nominee.

(3) The banking company shall, before retu
under this section to the nominee or the per
Sub-section (2), prepare, in such manner as may
Reserve Bank from time to time, an inventory o
which shall be signed by such nominee or person
copy of the inventory so prepared to such nominee

(4) Notwithstanding anything contained in a

e event of his death

cordance with the
ull discharge to the
deposit:

section shall effect
ainst the person to

ts not receivable.

arding deposits not
on, other than the
held by a banking
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and shall deliver a
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time being in force orin any disposition, whe
otherwise, in respect of such article, where a no
prescribed manner purports to confer on any pers
receive the article from the banking company, th
the death of the person leaving the article in
entitled to the return of the article to the ex
persons, unless the nomination is varied or ¢
prescribed manner:

Provided that nothing contained in this sect
right or claim which any person may have agains
the article is returned in pursuance of this sub-s

457D

Notice of claims of other persons regarding articl

45ZD. Notice of claims of other persons reg
receivable.- No notice of the claim of any pers
person or persons in whose name any article is
company in safe custody, shall be receivable by
nor shall the banking company be bound by any suc
expressly given to it:

Provided that where any decree, order, cert
authority from a court of competent jurisdiction
article is produced before a banking company, th
shall take due note of such decree, order, cert
authority.

457E

Relet contents of safe locker;

45ZE. Relet contents of safe Release of loc
individual is the sole hirer of a locker fro
whether such locker is located in the safe dep
banking company or elsewhere, such individual may
to whom, in the event of the death of such ind
company may give access to the locker and |
contents of the locker.

(2) Where any such locker is hired from a ban
or more individuals jointly, and, under the con
locker is to be operated under the joint signatur
such hirers, such hirers may nominate one or more
the event of the death of such joint hirer or
company may give, jointly with the surviving jo
hirers, as the case may be, access to the locker a
the contents of such locker.

(3) Every nomination under sub-section (1)
shall be made in the prescribed manner.

ther testamentary or
mination made in the
on the right to

e nominee shall, on
safe custody, become
clusion of all other
ancelled in the

ion shall affect the
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ection.
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or sub-section (2)



(4) The banking company shall, before permi
the contents of any locker by any nominee or jo
and survivors as aforesaid, prepare, in such manne
by the Reserve Bank from time to time, an inventor
the locker which shall be signed by such nomine
nominee and survivors and shall deliver a copy
prepared to such nominee or nominee and survivors.

(5) On the removal of the contents of any |
or jointly by any nominee and survivors as aforesa
the banking company in relation to the contents
stand discharged.

(6) No suit, prosecution or other legal pro
against a banking company for any damage caused
caused, for allowing access to any locker, and |
contents of such locker, in pursuance of the provi
(1) or sub-section (2), as the case may be.

45ZF
Notice of claims of other persons regarding

notreceivable.

45ZF. Notice of claims of other persons rega
not receivable.-No notice of the claim of any pers
or hirers of a locker, shall be receivable by a
shall the banking company be bound by any such
expressly given to it:

Provided that where any decree, order, cert
authority from a court of competent jurisdiction
locker or its contents is produced before the
banking company shall take due note of such decree
or other authority.]

PART

MISCELLANEOUS

PART IV

MISCELLANEOUS

46.

Penalties.

46. Penalties.- (1) Whoever in any return, ba
document 1*[or in any information required or furn

tting the removal of
intly by any nominee
r as may be directed
y of the contents of
e or jointly by such
of the inventory so
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or for the purposes of any provision of this Ac
statement which is false in any material particul
false, or wilfully omits to make a material s
punishable with imprisonment for a term which m
years and shall also be liable to fine.

(2) If any person fails to produce any boo
document or to furnish any statement or informat
section (2) of section 35 it is his duty to produ
answer any question relating to the business of
which he is asked by 3*[an officer making an in
under that section], he shall be punishable wit
extend to 4*[two thousand rupees] in respect of
he persists in such refusal, to a further fine
5*[one hundred rupees] for every day during
continues.

(3) If any deposits are received by a
contravention of an order under clause (a) of
section 35,

Subs. by Act 95 of 1956, s. 9, for "required"”
Ins. by Act 1 of 1984, s. 37 (w.e.f. 29-3-1

. Subs. bys. 38, ibid. (w.e.f. 15-2-1984).
Subs. by Act 33 of 1959, s. 33, for "five hun
1-10-1959).

Subs. by s. 33, ibid., for "fifty rupees" (w.

PwdE
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every director or other officer of the banking
proves that the contravention took place without h
he exercised all due diligence to preventit, s
guilty of such contravention and shall be punishab
may extend to twice the amount of the deposits so

1*[(4) If any other provision of this Act i
any default is made in--

(i) complying with any requirement of this A
order, rule or direction made or condition im

(i) carrying out the terms of, or the obligat
scheme sanctioned under sub-section (7) of se

by any person, such person shall be punishable
extend to 2*[fifty thousand rupees or twice the
such contravention or default where such amount
whichever is more, and where a contravention
continuing one, with a further fine which may ex
and five hundred rupees.]

(5) Where a contravention or default has be
company, every person who, atthe time the contr
was committed, was in charge of, and was responsib
for the conduct of the business of the company
company, shall be deemed to be guilty of the contr

t, wilfully makes a

ar, knowing it to be
tatement, shall be
ay extendto three

k, account or other
ion which under sub-
ce or furnish, or to

a banking company
spection or scrutiny
h a fine which may
each offence, and if
which may extend to
which the offence

banking company in
sub-section (4) of

(w.e.f. 14-1-1957).
985).

dred rupees" (w.e.f.

e.f. 1-10-1959).
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and shall be liable to be proceeded against and pu

Provided that nothing contained in this sub-
any such person liable to any punishment provid
proves that the contravention or default was com
knowledge or that he exercised all due diligen
contravention or default.

(6) Notwithstanding anything contained in su
a contravention or default has been committed by
proved that the same was committed with the conse
or is attributable to any gross negligence on
director, manager, secretary or other officer o
director manager, secretary or other officer sha
be guilty of that contravention or default and s
proceeded against and punished accordingly.

Explanation.--For the purposes of this sectio

(a) "company" means any body corporate and in
or other association of individuals; and

(b) "director", in relation to a firm, means
the firm.]

1. Subs.byAct1l of 1984, s. 38, for sub-s
15-2-1984).

2. Subs. by Act 20 of 1994, s. 8, for certain wo

1994).
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46A.

Chairman, director, etc., to be public servants
ofChapter
IX of the Indian Penal Code.

1*[46A. Chairman, director, etc., to be publ
purposes of Chapter IX of the Indian Penal Code.-2
is appointed on a whole-time basis, managing di
auditor], liquidator, manager and any other emp
company shall be deemed to be a public servant
Chapter IX of the Indian Penal Code (45 of 1860).]

47.

Cognizance of offences.

47. Cognizance of offences.- No Court shall ta
offence punishable under 2*[sub-section (5) of
section 46 except upon complaint in writing mad
4*[the Reserve Bank or, asthe case may be, th

nished accordingly:

section shall render
ed in this Act if he
mitted without his
ce to prevent the

b-section (5), where
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the part of, any
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generally or specially authorized in writing in t
Reserve Bank or, as the case may be, the Nationa
court other thanthat of a Metropolitan Magi
Magistrate of the first class or any court superio
any such offence.

47A.

Power of Reserve Bank to impose penalty.

3*[47A. Power of Reserve Bank to imp
Notwithstanding anything contained in section 46,
or default of the nature referred to in sub-sectio
(4) of section 46, as the case may be, is made by
then, the Reserve Bank may impose on such banking

(a) where the contravention is of the nature r
sub-section (3) of section 46, a penalty n
twice the amount of the deposits in res
such contravention was made;

(b) where the contravention or default is of
referred to in sub-section (4) of section
not exceeding 7*[five lakh rupees or twi
involved in such contravention or default
amount is quantifiable, whichever is mor
such contravention or default is a cont
further penalty which may extend to
thousand rupees] for every day, after
during which the contravention or default

8*[(2) For the purpose of adjudging the penal
(1), the Reserve Bank shall serve notice on th
requiring it to show cause why the amount spec
should not be imposed and a reasonable opportuni
shall also be given to such banking company.]

(4) No complaint shall be filed against any
any court of law in respect of any contravention o
of which any penalty has been imposed by the Res
section.

(5) Any penalty imposed by the Reserve Ban
shall be payable within a period of fourteen d
which notice issued by the Reserve Bank demandin
is served on the banking company and in the eve
banking company to pay

Ins. by Act 95 of 1956, s. 10 (w.e.f. 14-1-19
Subs. by Act 20 of 1984, s. 9, for certain wo
31-1-1994).

3. Ins. by Act 55 of 1963, s. 26 (w.e.f. 1-2-196
4. Subs. by Act 61 of 1981, s. 61 and Sch. I, f
Bank"

(w.e.f. 12-7-1984).
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5. Subs. by Act 1 of 1984 s. 39, for certain wor
1984).

6. Ins. by Act 58 of 1968, s. 17 (w.e.f. 1-2-19
7. Subs. by Act 20 of 1984, s. 10, for certain w
1994).

8. Subs. by s. 10, ibid., for sub-section (2) (w
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the sum within such period, may be levied on a d
principal civil court having jurisdiction in t
registered office of the banking company is situa
of a banking company incorporated outside India,
place of business in India is situated:

Provided that no such direction shall be
application made to the court by the Reserve B
authorised by that Bank in this behalf.

(6) The court which makes a direction under s
issue a certificate specifying the sum payable by
and every such certificate shall be enforceable i
if it were a decree made by the court in a civil s

(7) Where any complaint has been filed ag
company in any court in respect of the contraventi
nature referred to in sub-section (3) or, as th
section (4) of section 46, then, no proceedings f
any penalty on the banking company shall be taken

48.

Application of fines.

48. Application of fines.- A Court imposing
Act may direct that the whole or any part thereof
or towards payment of the costs of the proceeding
the rewarding of the person on whose informa
recovered.

49,

Special provisions for private banking companies.

49. Special provisions for private banki
exemptions, whether express or implied, in favour
in 1*[section 90, 165, 182, 204 and 255, clauses
section (1) of section 293 and sections 300, 2*[
Companies Act, 1956 (1 of 1956)], shall not oper
private company which is a banking company.

ds (w.e.f. 15-2-

69).
ords (w.e.f. 31-1-

.e.f. 31-1-1994).

irection made by the
he area where the
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49A.

Restriction on acceptance of deposits withdrawable

3*[49A. Restriction on acceptance of deposi
cheque.- No person other than a banking company, t
State Bank of India or any other 4*[banking instit
person notified by the Central Government in t
recommendation of the Reserve Bank] shall accept
deposits of money withdrawable by cheque:

Provided that nothing contained in this sec
any savings bank scheme run by the Government.

49B.

Change of name by a banking company.

49B. Change of name by a banking compa
anything contained in section 21 of the Compan
1956), the Central Government shall not signify
change of name of any banking company unless
certifies in writing that it has no objection to s

1. Subs. by Act 33 of 1959, s. 34, for certain
1959).

Subs. by Act 55 of 1963, s. 27, for "384" (w.
Ins. by Act 33 of 1959, s. 35 (w.e.f. 1-10-19
Subs. by Act 55 of 1963, s. 28, for certai
1964).

pON
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49C.

Alteration of memorandum of a banking company.

49C. Alteration of memorandum of a
Notwiothstanding anything contained in the Compan
1956), no application for the confirmation of t
memorandum of a banking company shall be maint
Reserve Bank certifies that there is no objection

50.
Certain claims for compensation barred.
50. Certain claims for compensation barred.-

any right, whether in contract or otherwise, to a
any loss incurred by reason of the operation of a

by cheque.

ts withdrawable by
he Reserve Bank, the
ution, firm or other
his behalf on the
from the public

tion shall apply to

ny.- Notwithstanding
ies Act, 1956 (1 of
its approval to the

the Reserve Bank
uch change.

words (w.e.f. 1-10-

e.f. 1-2-1964).
59).
n words (w.e.f. 1-2-

banking company.-
ies Act, 1956 (1 of
he alteration of the
ainable unless the
to such alteration.]

No person shall have
ny compensation for
ny of the provisions



1*[contained in sections 10, 12A, 16, 35A, 35B, 2
by reason of the compliance by a banking compa
direction given to it under this Act].

51.

Application on of certain provisions to the Stat
andother
notified banks.

3*[51. 4*[(1)] Application on of certain pro
Bank of India and other notified banks.- Without
provisions of the State Bank of India Act, 1955
other enactment, the provisions of sections 10, 13
21A, 23 to 28, 29 [excluding sub-section (3)], 6*
(1C) and (2) of section 30, 31], 34, 35, 35A, 36 [
of sub-section (1)], 45Y to 45ZF, 46 to 48] 50, 5
apply, so far as may be, to and in relation to the
5*[or any corresponding new bank or a Regional
subsidiary bank] as they apply to and in re
companies:

7*[Provided that--

(a) nothing contained in clause (c) of sub-s
section 10 shall apply to the chariman of
Bank of India or to a 5*[managing directo
subsidiary bank in so far as the said clau
him from being a director of, or holding
any institution approved by the Reserve Ba

1. Subs. by Act 95 of 1956, s. 12, for certain
1957).

2. Subs. by Act 37 of 1960, s. 8, for "and 36".

3. Subs. by Act 79 of 1956, s. 43 and Sch. |
section (w.e.f. 22-10-1956).

4. S. 51 renumbered as sub-section (1) thereof

s. 40 (w.e.f. 15-2-1984).

Subs. by s. 40, ibid., for certain words (w.e

Subs. by Act 66 of 1988, s. 10, for "31" (w.e.

Subs. by Act 38 of 1959, s. 64 and Sch. llI, f

proviso (w.e.f. 10-9-1959).

No o
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1*[(b) nothing contained in sub-clause (iii
sub-section (1) of section 20 shall apply to any
sub-section (1), insofar as the said sub-clause
precludes that bank from entering into any commitm
loan or advance to or on behalf of a company (no
company) in which not less than forty per cent. of
is held (whether singly or taken together) by th
or the Reserve Bank or a corporation owned by that

*[36, 43A and 45] or
ny with any order or

e Bank of India

visions to the State
prejudice to the
(23 of 1955), or any
to 15, 17, 5*[19 to
[sub-sections (1B),
excluding clause (d)
2 and 53 shall also
State Bank of India
Rural Bank or any
lation to banking

ection (1) of
the State

r] of any

se precludes

an office in,

nk;

words (w.e.f. 14-1-

I, for the former
by Act 1 of 1984,

f. 15-2-1984).
f. 30-12-1988).
or the former

) of clause (b) of
bank referred to in
(iii) of clause (b)

ent for granting any

t being a Government
the paid-up capital

e Central Government
bank: and



(c) nothing contained in section 46 of in sec
to,--

(i) an officer of the Central Government or
Bank, nominated or appointed as director o
India or any corresponding new bank or a Re
any subsidiary bank or a company; or

(i) an officer of the State Bank of Ind
corresponding new bank or a Regional Rural B
bank nominated or appointed as director of a
(not being the bank of which he is an offi
company.]

2**** *

3*[(2) References to a banking company in an
relating to any provision of this Act referred t
shall, except where such rule or direction prov
construed as referring also to the State B
corresponding new bank, a Regional Rural Bank and

52.

Power of Central Government to make rules.

52. Power of Central Government to make rule
Government may, after consultation with the Rese
to provide for all matters for which provisio
expedient for the purpose of giving effect to th
Act and all such rules shall be published in the O

(2) In particular, and without prejudice to t
foregoing power, such rules may provide for the de
in the returns required by this Act and the man
returns shall be submitted 4*[and the formin
liquidator may file lists of debtors to the Court
under Part Ill or Part IllIA and the particulars
contain and any other matter which has to be, orm

5**** *

3*[(4) The Central Government may by rule
section annul, alter or add to, all or any of th
Fourth Schedule.]

6*[(5) Every rule made by the Central Gover
shall be laid, as soon as may be after it is mad
of Parliament, while it is in session, for a tot
days which may be comprised in one session or
successive sessions, and if, before the expi
immediately following the session or the successiv
both Houses agree in making any modification in
Houses agree that the rule should not be made

tion 47A shall apply

the Reserve
f the State Bank of
gional Rural Bank or

ia or a

ank or a subsidiary

ny of the said banks
cer) or of a banking

y rule or direction
0 in sub-section (1)
ides otherwise, be
ank of India, a

a subsidiary bank.]

s.- (1) The Central
rve Bank, make rules
n is necessary or

e provisions of this
fficial Gazette.

he generality of the
tails to be included
ner in which such
which the official
having jurisdiction
which such lists may
ay be, prescribed].

s made under this
e provisions of the

nment under this Act
e, before each House
al period of thirty
in two or more
ry of the session
e sessions aforesaid
the rule or both
, the rule shall



thereafter have effect only in such modified form
as the case may be; so, however, that any such
annulment shall be without prejudice to the val
previously done under that rule.]

1. Subs. by Act 1 of 1984, s. 40, for cls. (b)
15-2-1984).

Explanation omitted by Act 58 of 1968, s. 18 (
. Subs. by Act 1 of 1984, s. 40, for Sub-section
15-2-1984).

Ins. by Act 52 of 1953, s. 11.

Sub-section (3) omitted by Act 1 of 1984, s. 4
. Ins by s. 41, ibid. (w.e.f. 15-2-1984).

w N

RO

88XX

53.

Power to exempt in certain cases.

53. Power to exempt in certain cases.- The Cen
on the recommendation of the Reserve Bank, declare
the Official Gazette, that any or all of the pr
shall not apply to any banking company 1*[or in
class of banking companies either generally or fo
be specified.

54,

Protection of action taken under Act.

54. Protection of action taken under Act.- (
legal proceeding shall lie against the Central Gov
Bank or any officer for anything whichis ing
intended to be done in pursuance of this Act.

(2) Save as otherwise expressly provided by o
suit or other legal proceeding shall lie a
Government, the Reserve Bank or any officer for
likely to be caused by anything in good faith do
done in pursuance of this Act.

1. Ins. by Act 55 of 1963, s. 29 (w.e.f. 1-2-196
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55.

Amendment of Act 2 of 1934.

55. Amendment of Act 2 of 1934.- The Reserv

or be of no effect,
modification or
idity of anything

and (c) (w.e.f.

w.e.f. 1-2-1969).
(2) (w.e.f.

(w.e.f. 15-2-1984).

tral Government may,
, by natification in
ovisions of this Act
stitution] or to any

r such period as may

1) No suit or other
ernment, the Reserve
ood faith done or

r under this Act, no
gainst the Central
any damage caused or
ne or intended to be

e Bank of India Act,



1934 (2 of 1934), shall be amended in the mann
fourth column of the First Schedule, and the amen
thereof as specified in the said Schedule shall b
effect on and from the 20th day of September, 1947

55A.

Power to remove difficulties.

1*[55A. Power to remove difficulties.-If any
giving effect to the provisions of this Act, th
may, by order, as occasion requires, do anything
with the provisions of this Act) which appears t
for the purpose of removing the difficulty:

Provided that no such power shall be exerci
of a period of three years from the commencement
Banking Laws (Amendment) Act, 1968 (58 of 1968).].

PART

APPLICATION OF THE ACT TO CO-OPERATIVE BANKS

2*[PART V

APPLICATION OF THE ACT TO CO-OPERATIVE BANKS

56.

Act to apply to co-operative societies subject to

56. Actto apply to co-operative societ
modifications.- The provisions of this Act, asi
being, shall apply to, or in relation to, co-ope
they apply to, or inrelation to, banking comp
following modifications, namely:--

(a) throughout this Act, unless the conte
requires,--

(i) references to a "banking company" or
company" or "such company" shall be
references to a co-operative bank,

(i) references to "commencement of this
shall be construed as references to commen
Banking Laws (Application to Co-operativ
Act, 1965 (23 of 1965);

(b) in section 2, the words and figures "the C
1956 (1 of 1956), and" shall be omitted;

er specified in the
dments to section 18
e deemed to have had

difficulty arises in

e Central Government
(not inconsistent

o it to be necessary

sed after the expiry
of section 20 of the

modifications.

ies subject to

n force for the time
rative societies as
anies subject to the

xt otherwise

"the
construed as

Act"
cement of the
e Societies)

ompanies Act,



(c) in section 5,--

3*[(i) after clause (cc), the following claus
inserted namely:--

(cci) "co-operative bank" means a stat
operative bank, a central co-operative
primary co-operative bank;

(ccii) "co-operative credit society" means
operative society, the primary object of
provide financial accommodation to its
includes a co-operative land mortgage bank

(cciii) "director", in relation to a co-ope
society, includes a member of any committe
the time being vested with the manageme
affairs of that society;

(cciv) "primary agricultural credit society"
a co-operative society,--

(1) the primary object or principal busine
provide financial accommodation to its member
purposes or for purposes connected with agric
(including the marketing of crops); and

(2) the bye-laws of which do not permit ad
co-operative society as a member:

Provided that this sub-clause shall not apply
a co-operative bank as a member by reason of suc
subscribing to the share capital of such co-opera
funds provided by the State Government for the pur

(ccv) "primary co-operative bank" means a c
other than a primary agricultural credit society,-

(1) the primary object or principal business of
transaction of banking business;

(2) the paid-up share capital and reserves of
less than one lakh of rupees; and

(3) the bye-laws of which do not permit admi
other co-operative society as a member:

Provided that this sub-clause shall not apply
a co-operative bank as a member by reason of suc
subscribing to the share capital of such co-opera
funds provided by the State Government for the pur

(cevi) "primary credit society” means a co-
other than a primary agricultural credit society,-

(1) the primary object or principal busine

es shall be

e co-
bank and a

a co-
which is to
members and

rative
e or body for
nt of the

means

ss of whichis to
s for agricultural
ultural activities

mission of any other

to the admission of
h co-operative bank
tive society out of
pose;

o-operative society,

which is the
which are not
ssion of any

to the admission of
h co-operative bank
tive society out of
pose;

operative society,

ss of which is the



transaction of banking business;

(2) the paid-up share capital and reserves of
one lakh of rupees; and

(3) the bye-laws of which do not permit ad
co-operative society as a member:

Provided that this sub-clause shall not apply
a co-operative bank as a member by reason of suc
subscribing to the share capital of such co-opera
funds provided by the State Government for the pur

Explanation.--If any dispute arises astot
principal business of any co-operative society re
(cciv), (ccv) and (cevi), a determination thereof
shall be final;

(cevii) "central co-operative bank", "co-o
"primary rural credit society" and "state co-ope
have the meanings respectively assigned to them
for Agriculture and Rural Development Act, 1981;"]

1. Ins. by Act 58 of 1968, s. 20 (w.e.f. 1-2-196

2. Ins. by Act 23 of 1965, s. 14 (w.e.f. 1-3-1
was rep. by Act 36 of 1957, s. 2 and Sch. I.

3. Subs. by Act 61 of 1981, s. 61 and Sch. Il (w

887
1*[(ii) clauses (ff), (h) and (nb) shall be o

(d) for section 5A, the following section s
namely:--

"BA. Act to oversside bye-lawa, etc
of 2*[this Act] shall have effe
anything to the contrary contained
co-operative society, or in any agr
it, or in any resolution passed
meeting, or by its Board of direc
entrusted with the management of i
the same be registered, executed or
may be, before or after the commenc
Laws (Application to Co-operativ
1965 (23 of 1965).

(2) Any provision contained in the bye-
resolution aforesaid shall, to the extent to whic
the provisions of 2*[this Act], become or be vo
be.";

(e) in section 6, in sub-section (1),--
() in clause (b), the words ", but excluding

of a managing agent or secretary and treas
shall be omitted;

which are less than

mission of any other

to the admission of
h co-operative bank
tive society out of
pose.

he primary object or
ferred to in clauses
by the Reserve Bank

perative society",
rative bank" shall
in the National Bank

9).
966). Original s. 56

.e.f. 12-7-1988).

mitted;]

hall be substituted,

(1) The provisions
ct, notwithstanding
in the bye-laws of a
eement executed by
by it in general
tors or other body
ts affairs, whether
passed, as the case
ement of the Banking
e Societies) Act,

laws, agreement or
h it is repugnant to
id, as the case may

the business
urer of a company"



(i) in clause (d), after the word "company", t
operative society," shall be inserted;

(iii) in clause (m), after the word "company",
co-operative society" shall be inserted;

1*[(f) for section 7, the following section s
namely:--

Use of words "bank", "banker" or "banking".

"7. Use of words "bank", "banker" or "
co-operative society other than a co-operative ban
of its name or in connection with its business
"bank”, "banker" or "banking”, and no co-operat
carry on the business of banking in India unless
its name at least one of such words.

(2) Nothing in this section shall apply to--
(a) a primary credit society, or

(b) a co-operative society formed for the prot
mutual interest of co-operative banks or
land mortgage banks, or

(c) any co-operative society, not being a pr
society, formed by the employees of--

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

(i) a co-operative bank or a primary cr

society or a co-operative land mortgage ba
insofar as the word "bank", "banker" or "banking
the name of the employer bank, or as the case
whose subsidiary the employer bank is."];

1. Subs. by Act 1 of 1984, s. 42, for cls. (i)
15-2-1984).

2. Subs. by Act 58 of 1968, s. 21 for "this Part"
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1*[(fi) in section 8, for the proviso, the
shall be substituted, namely:--

"Provided that this section shall not apply--

(a) to any such business as aforesaid whi

course of being transacted on the commenceme

(i) of section 42 of the Banking Laws (Amen
1983, so, however, that the said business shall

he words "co-

the words "or

hall be substituted,

banking".- (1) No
k shall use as part
any of the words
ive society shall
it uses as part of

ection of the
co-operative

imary credit

India
ary bank of
India or a

edit
nk,

" appears as part of
may be, of the bank,

(w.e.f. 1-2-1969).

following proviso

ch was in the
nt of clause
dment) Act,
be completed



before the expiry of one year from such commenc

(b) to any business as is specified in
clause (0) of sub-section (1) of section 6;";

(fii) in section 9, for the second provi
provisos shall be substituted, namely:--

"Provided further that in the case of a pri
which becomes a primary co-operative bank after
clause (iii) of section 42 of the Banking Laws (A
the period of seven years shall commence from the
primary co-operative bank:

Provided also that the Reserve Bank may, in
extend the aforesaid period of seven years by su
consider necessary where it is satisfied that suc
in the interests of the depositors of the co-opera

(g) 2*[Sections 10, 10A, 3*[10B, 10BB, 10C]
omitted;

(h) for section 11, the following section s
namely:--

Requirement as to minimum paid-up capital and rese

11. Requirement as to minimum paid-up capital
(1) Notwithstanding any law relatin
societies for the time being in force,
bank shall commence or carry on the busi
in India unless the aggregate value of it
and reserves is not less than one lakh

Provided that nothing in this sub-section shall

(a) any such bank which is carrying on suc
the commencement of the Banking Laws (Applic
operative Societies) Act, 1965 (23 of 1965), f
of three years from such commencement; or

(b) to a primary credit society which becomes
operative bank after such commencement, fo
two years from the date it so becomes
operative bank or for such further period
one year as the Reserve Bank, having reg
interests of the depositors of the primary
bank, may think fit in any particular case

1. Ins. by Act 1 0f1984,s. 42 (w.e.f. 15-2-

2. Subs. by Act 58 of 1968, s. 21, for "section
1969).

3. Subs. by Act 1 of 1984, s. 42, for "10B, 10C"
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(2) For the purposes of this section, "value" m

ement; or

pursuance of

so, the following

mary credit society

the commencement of
mendment) Act, 1983,
day it so becomes a

any particular case,
ch period as it may

h extension would be
tive bank.];

and 10D] shall be

hall be substituted,

rves.

and reserves.

g to co-operative
no co-operative
ness of banking

s paid-up capital
of rupees:

apply to--

h business at
ationto Co-
or a period

a primary co-

r a period of

a primary co-
not exceeding
ard to the
co-operative
to allow.
1984).

10" (w.e.f. 1-2-

(w.e.f. 15-2-1984).

eans the real



of exchangeable value and not the nominal
shown in the books of the co-operative bank ¢

(3) If any dispute arises in computing the ag
of the paid-up capital and reserves of any
bank, a determination thereof by the Reserve
for the purposes of this section.’;

(i) sections 12, 12A, 13 and 15to 17 shall b

1*[(j) for section 18, the following
substituted:--

Cash reserve.

"18. Cash reserve.-(1) Every co-operative ban
co-operative bank for the time being included in
to the Reserve Bank of India Act, 1934 (hereina
a "scheduled State Co-operative Bank"), shall main
of cash reserve with itself or by way of balance i
with the Reserve Bank or the State co-operati
concerned or by way of net balance in current ac
case of a primary co-operative bank, with the c
bank of the district concerned, or in one orm
ways, a sum equivalent to at least three per c
of its demand and time liabilities in India, as o
the second preceding fortnight and shall submit t
before the fifteenth day of every month a return
so held on alternate Friday during a month with
demand and time liabilities in India on such Fri
Friday is a public holiday under the Negotiab
1881 (26 of 1881), at the close of business on the
day.

Explanation.--In this section and in section
(a) "liabilities in India" shall not include--

(i) the paid-up capital or the reserves o
balance in the profit and loss account of the
bank;

(ii) any advance taken from a State Gover
Reserve Bank, the Development Bank, the Exim
Reconstruction Bank], 3*[the National Housing
National Bank 4*[, the Small Industries Bank,
National Co-operative Development Corporation
under section 3 of the National Co-operative
Corporation Act, 1962 (26 of 1962) by the co-op

(iii) in the case of a State or central
bank, also any deposit of money with it rep
reserve fund or any part thereof maintained wit
other co-operative society within its area of o
in the case of a central co-operative bank, al
taken by it from the State co-operative bank
concerned;

value which may be
oncerned.

gregate value
such co-operative
Bank shall be final

e omitted;

section shall be

k, not being a State
the Second Schedule
fter referred to as
tain in India by way
n a current account
ve bank of the State
counts, or, inthe
entral co-operative
ore of the aforesaid
ent. of the total
n the last Friday of
o the Reserve Bank
showing the amount
particulars of its
days or if any such
le Instruments Act,
preceding working

24--

r any credit
co-operative

nment, the

Bank, 2*[,the
Bank]], the

] or from the
established
Development

erative bank;

co-operative
resenting the
h it by any
peration, and
S0 an advance
of the State



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

(v) in the case of any co-operative ban
granted an advance against any balance mainta
such balance to the extent of the amount outs
respect of such advance; and

(vi) in the case of any co-operative bank
of any advance or other credit arrangement draw
of against approved securities;

(b) "fortnight" shall mean the period from Sa
following Friday, both days inclusive;

(c) "net balance in current accounts" shall,
operative bank, mean the excess, if any, of the
credit balances in current account maintained b
bank with the State Bank of India or a subsi
corresponding new bank, over the aggregate of th
current accounts held by the said banks with such

(d) for the purpose of computation of liabil
of the liabilities of a co-operative bank to the S

a subsidiary bank, a corresponding new bank, a Re

banking company or any other financial institut
Central Government in this behalf shall be reduced
the liabilities of all such banks and institutions
bank;

(e) any cash with a co-operative bank or a
co-operative bank with another bank, shall not,
cash or such balances represents the balance in,
Agricultural Credit Stabilisation Fund of such c
deemed to be cash maintained in India.

(2) The Reserve Bank may, for the purposes
section 24, specify from time to time, with
transaction or class of transactions, that su
transactions shall be regarded as liability in Ind
bank, and, if any question arises asto whethe
class of transactions shall be regarded for the
section and section 24, as liability in India of
the decision of the Reserve Bank thereon shall be

1. Subs. by Act 1 of 1984, s. 42, for cl. (j) (w
2. Ins. by Act 62 of 1984, s. 71 Sch and IlI (w.
3. Ins. by Act 53 of 1987, s. 56 and Sch Il (w.e
4. Ins. by Act 39 of 1987, s. 53 and Sch Il (w.e
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(k) for section 19, the following section s
namely:--

e bank, also
ative bank of
e bank of the

k, which has
ined with it,
tanding in

, the amount
n and availed

turday to the second

in relation to a co-
aggregate of the
y that co-operative
diary bank or a
e credit balances in
co-operative bank;

ities, the aggregate
tate Bank of India,
gional Rural Bank, a
ion notified by the
by the aggregate of
to the co-operative

ny balance held by a
to the extend such
or investment of,
o-operative bank, be

of this section and
reference to any

ch transaction or

ia of a co-operative

r any transaction or
purposes of this

a co-operative bank,

final.];

.e.f. 29-3-1985).

e.f. 20-3-1985)

.f. 9-7-1988)

f. 7-3-1990)

hall be substituted,



Restriction on holding shares in other co-operativ

"19. Restriction on holding shares in oth
societies.- No co-operative bank shall hold
co-operative society except to such extent a
conditions as the Reserve Bank may specify i

Provided that nothing contained in this
apply to--

(i) Shares acquired through funds provided b
Government for that purpose;

(ii) in the case of a central co-operative
holding of shares in the State co-oper
it is affiliated,;

(i) in the case of a primary co-operative
holding of shares in the central co
which it is affiliated or in the State
of the State in which it is registered

Provided further that where any shares ar

a co-operative bank in contravention of

the commencement of the Banking Laws (A
Co-operative Societies) Act, 1965 (23
co-operative bank shall without delay repo

to the Reserve Bank and shall, notwithsta
contained in this section, be entitled
shares for such period and on such con
Reserve Bank may specify.";

1*[() for section 20 of the principal Act,
section shall be substituted, namely:--

e societies.

er co-operative
shares in any other
nd subject to such
n that behalf:

section shall
y the State

bank, the
ative bank to which

bank, the
-operative bank to
co-operative bank

e held by
this section at
pplication to
of 1965) the
rt the matter
nding anything
to hold the
ditions as the

the following

1. Subs. by Act 58 of 1968, s. 21, for clause (| ) (w.e.f. 1-2-1969).
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Restrictions on loans and advances.

*20. (1) No co-operative bank shall--

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

(b) grant unsecured loans or advances--

(i) to any of its directors; or

(i) to firms or private companies in which
its directors is interested as partner
agent or guarantor or to individuals in ca
of its directors is a guarantor; or

(i) to any company in which the chairman

any of
or managing
ses where any

of the



Board of directors of the co-operative ba
appointment of a chairman is for a fix
interested as its managing agent, or wher
managing agent, as its chairman or managin

Provided that nothing in clause (b) shall apply
of unsecured loans or advances--

(a) made by a co-operative bank--

(i) against bills for supplies or servi
rendered to Government or bills of exchange a
bona fide commercial or trade transactions, or

(ii) in respect whereof trust-receipts are
the co-operative bank;

(b) made by a primary co-operative bank to
directors or to any other person within suc
terms and conditions as may be approved by
this behalf.

(2) Every co-operative bank shall, before the
succeeding that to which the return relates, su
Bank a return in the prescribed form and manner sh
loans and advances granted by it to companies
those in which the co-operative bank is prohibit
(1) to make unsecured loans and advances] in w
directors is interested as director or managing ag

(3) If, on examination of any return submitt
(2), it appearsto the Reserve Bank that any
referred to in that sub-section are being granted
the interests of the depositors of the co-
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operative bank, the Reserve Bank may, b
writing, prohibit the co-operative bank
any such further loans or advances or
restrictions on the grant thereof as it th
may by like order direct the co-operati
secure the re-payment of such loan ora
such time as may be specified in the order

1*[(m) in section 20A, in sub-section (1),--

(i) the words and figures "Notwithst
anything to the contrary contained in se
the Companies Act, 1956 (1 of 1956)," shal

(i) in clause (a), forthe words "any o
directors" the words "any of its past
directors" shall be substituted;]

(n) in section 21, in sub-section (2), in c
(c) and (d), for the words "any one com

nk (where the
ed term) is
e there is no
g director:

to the grant

ces made or
rising out of

furnished to

any of its
h limits and on such
the Reserve Bank in

close of the month
bmit to the Reserve
owing all unsecured
in cases [other than
ed under sub-section
hich any of its

ent or guarantor.

ed under sub-section
loans or advances
to the detriment of

y order in
from granting
impose such
inks fit, and
ve bank to
dvance within

1;

anding
ction 293 of
| be omitted;

f its

or present

lauses
pany, firm,



association of persons or individual," t
one party" shall be substituted;

(o) in section 22,--

(i) for sub-sections (1) and (2), the following
shall be substituted, namely:--

"(1) Save as hereinafter provided, no
society shall carry on banking business in Indi

(a) it is a primary credit society, or

(b) it is a co-operative bank and holds
issued in that behalf by the Reserve Bank, su
conditions, if any, as the Reserve Bank may
impose:

Provided that nothing in this sub-sectio
to a co-operative society, not being a prim
society or a co-operative bank carrying on ban
at the commencement of the Banking Laws (Appli
operative Societies) Act, 1965 (23 of 1965), f
of one year from such commencement.

1*[(2) Every co-operative society carrying
operative bank at the commencement of the Banking
Co-operative Societies) Act, 1965, shall before
months from such commencement, every co-operativ
into existence as a result of the division of any
society carrying on business as a co-operat
amalgamation of two or more co-operative societies
business shall, before the expiry of three month
into existence, every primary credit society whic
co-operative bank after such commencement shall
three months from the date on which it so becom
operative bank and every co-operative society ot
credit society shall before commencing banking b
apply in writing to the Reserve Bank for a licence

Provided that nothing in clause (b) of sub-s
deemed to prohibit--

(i) a co-operative society carrying on busine
bank at the commencement of the Banking Laws (
operative Societies) Act, 1965 (23 of 1965); or

(i) a co-operative bank which has come int
result of the division of any other co-operative
business as a co-operative bank, or the amalgam
co-operative societies carrying on banking
commencement of the Banking Laws (Application
Societies) Act, 1965 or at any time thereafter; or

(iii) a primary credit society which beco
operative bank after such commencement,

he words "any

sub-sections

co-operative
a unless--

a licence
bject to such
deem fit to

n shall apply
ary credit
king business
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from carrying on banking business until itis
pursuance of this section or is, by a notice in

the Reserve Bank that the licence cannot be grante

1. Subs. by Act 1 of 1984, s. 42 (w.e.f. 15-2-19
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1*[(ii) sub-section (3A) shall be omitted;

(i) in sub-section (4), in clause (iii),
brackets, figure and letter "and sub-secti
omitted;]

2*[in section 23,--

(i) for sub-section (1), the following sub-sec
substituted, namely (p)]

"(1) Without obtaining the prior permission o
Bank, no co-operative bank shall open a new
change otherwise than within the same city,
location of an existing place of business:

Provided that nothing in this sub-section shall

(a) the opening for a period not exceeding
a temporary place of business within a city, to
or the environs thereof within which the co-o
already has a place of business, for the
affording banking facilities to the public on
of an exhibition, a conference or a mela or an
occasion;

(b) the 2*[opening or changing the
branches] by a central co-operative bank within
its operation.”;

4*[(ii) after sub-section (4), the following
inserted, namely:--

"(4A) Any co-operative bank other than a
operative bank requiring the permission of th
this section shall forward its application
through the National Bank which shall give
merits of the application and send it to the

Provided that the co-operative bank shall
copy of the application directly to the Reserve Ba

5*[(qg) in section 24,--
(i) in sub-section (1), the words "After
two years from the commencement of this Act,

omitted;

(ii) for sub-sections (2) and (2A), the f

granted a licence in
writing, notified by
dtoit.]
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sections shall be substituted, namely:--

"(2) In computing the amount for the purpo ses of
sub-section (1),--

(b) In computing the amount for the purpose o f clause (a),
the following shall be deemed to be cash maintained in India,
namely:--
(i) any balance maintained by a schedule d State co-
operative bank with the Reserve Bank in ex cess of the
balance required to be maintained by it under section 42 of

the Reserve Bank of India Act, 1934;

operative bank of the State concerned, or in cu rrent balance in
current accounts and, in the case of a primary co- operative bank, also
any balances maintained with the central co-ope rative bank of the
district concerned, in excess of the aggregate of the cash or balances

required to be maintained under section 18;

(iii) any net balance in current accounts.

Explanation.--For the purposes of this sub-se ctions.-
(a) approved securities, or a portio n thereof,
representing investment of monies of Agricul tural Credit
Stablisation Fund of a co-operative bank shall not be deemed

to be unencumbered approved securities;

(b) in case a co-operative bank has tak en an advance
against any balance maintained 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 mar ket price of
an approved security shall be the price as o n the date of
the issue of the notification or as on any ear lier or later
date, as may be notified from time to time b y the Reserve
Bank in respect of any class or classes of secu rities;";

(i) in sub-section (3), for the proviso, t he following

proviso shall be substituted, namely:--

"Provided that every co-operative bank, other t han a primary
co-operative bank, shall also furnish withi n the said period, a
copy of the said return to the National Bank. "

(iv) in sub-section (6), in clause (a), fo r the words
"fourteen days", the words "thirty days" shall be substituted."]
1. Subs. by Act 1 of 1984, s. 42 (w.e.f. 15-2-1 984).
2. Subs. by Act 61 of 1981, s. 61 and s.sch I, for "opening of
branches”
3. Subs. by Act 58 of 1968, s. 21, for the pr oviso (w.e.f. 1-2

1969).



4. Subs. by Act 1 of 1984, s. 42, ibid. (w.e.f.
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1*[(iii) to sub-section (3), the following pro
added, namely:--

1*[(gqq) after section 24, the following sect
inserted, namely:--

Power to exempt.-

"24A. Without prejudice to the provision
53, the Reserve Bank may, by natification in
Gazette, declare that, for such period and su
conditions as may be specified in such noti
whole or any specified therein, shall not app
operative bank or class of co-operative ba
reference to all or any of the offices of such
bank or banks, or with reference to the whole o
the assets and liabilities of such co-operati
banks];

(r) section 25 shall be omitted.

2*[(ri) in the second proviso to section 2
expression "regional rural bank”, the ex
operative bank, other than a primary co-op
shall be substituted,;

(rii) in section 27, for sub-section (3), the f
section shall be substituted, namely:--

"(3) Every co-operative bank, other than
operative bank, shall submit a copy of the re
submits to the Reserve Bank, under sub-sectio

the National Bank and the powers exercisable by

Bank under sub-section (2) may also be exerc
National Bank in relation to co-operative bank
primary co-operative banks."]

(s) for sections 29 and 30, the following
substituted, namely:--

Accounts and balance-sheet.

"29. (1) At the expiration of each year en
30th day of June 3*[or at the expiration of
twelve months ending with such date as
Government may, by notification in the Offic
specify in this behalf,] every co-operative ban
of all business transacted by it, shall
reference to that year 3*[or the period] a bala
profit and loss account as on the last worki
year 3*[or the period] in the Forms set out

Schedule or as near thereto as circumstances ad

29-3-1985).
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(2) The balance-sheet and profit and loss acc
by the manager or the principal officer of the b
are more than three directors of the bank, by at
directors, or where there are not more than thr
the directors.

(3) The Central Government, after giving n
months' notice of its intention so to do bya n
Official Gazette, may from time to time by a lik
the Forms set out in the Third Schedule:"

3*[Provided that with a view to facilitating
one period of accounting to another period of a

sub-section, the Central Government may, by ord

Official Gazette, make such provisions as it co
expedient for the preparation of, or for other ma
the balance-sheet or profit and loss account
concerned year or period, as the case may be.]

4*[(t) in section 31,--
(i) for the words "within theree months" an
months", the words "within six months" and "o

respectively, be substituted;

(ii) for the second proviso, the following pro
substituted, namely:--

"Provided further that a co-operative ban
a primary co-operative bank shall furnish such
to the National Bank™;]
(u) sections 32 to 34 shall be omitted:;
(v) in section 34A, sub-section (3) shall be
(w) in section 35,--
(i) in sub-section (1),--
(a) for the words and figures "section 235 of
the Companies Act, 1956 (1 of 1956)," the

"any law relating to co-operative societie
the time being in force" shall be substitute

1. Ins. by Act 1 0f 1984, s. 42 (w.e.f. 15-2-1

2. Ins. by Act61 of 1981, s.61 & Sch. Il (w
1982).

3. Ins. by Act 54 of 1991, s.2.

4. Subs. by Act 61 of 1981, s. 61 and Sch. Il (w

8878B

1*[(b) the following proviso shall be ins
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"Provided that the Reserve Bank may, if it
necessary or expedient so to do, cause an i
of a primary co-operative bank under this s
more officers of a State co-operative bank i
such primary co-operative bank is registered.

(ii) in sub-section (4), clause (b) shall be

2*[(iii) after sub-section (4), the followi
be inserted, namely:--

"(4A) Without prejudice to the provisi
section (4), the Reserve Bank may, if it c

necessary or expedient so to do supply a copy o

on any inspection or scrutiny to the State co-o
and the Registrar of co-operative societies of
which the bank which has been inspected or
have been scrutinised is registered."]

1*[(iv)] in sub-section (6), for the expressi
rural banks" and "regional rural bank",
occur, the expressions "co-operative ban
primary co-operative banks" and "co-ope
other than a primary co-operative ban
respectively be substituted.]

3*[(v)] the Explanation shall be omitted;

(x) in section 35A, in sub-section (1), in cla
the words "any banking company", the
of business any co-operative bank" shall be

(y) section 35B shall be omitted;
1*[(2) in section 36, in sub-section (1),--
(a) clause (b) shall be omitted;

(b) for clauses (d), the following clause sh
substituted, namely:--

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

(i) depute one or more of its officers to
proceedings at any meeting of the Board of
operative bank or of any other body constitut
the co-operative bank to give an opportunit
deputed to be heard at such matters as the
necessary or proper for the reorganisation
operative credit on sound lines, and also req
send a report of such proceedings to the Rese

considers it
nspection to be made
ub-section by one or
n the State in which

T
omitted;

ng sub-section shall

ons of sub-
onsiders it

f the report
perative bank
the State in
whose affairs

ons "regional
wherever they
ks other than
rative bank
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(ii) appoint one or more of its officers to o
manner in which the affairs of the co-opera
office or branches are being conducted a
thereon;"]

(za) in section 36A,--

(i) for sub-section (1), the following sub-sec
substituted, namely:--

"(1) The provisions of section 11, section
section 24 shall not apply to a co-operati
has been refused a licence under sectio
licence has been cancelled under that sec
is or has been prohibited or precluded fr
deposits by virtue of any order made unde
of any alteration made in its bye-laws.";

(ii) after sub-section (2), the following
section shall be inserted, namely:--

"(3) Subject to the provisions of sub-sectio
and (2), a co-operative society carrying o
a primary co-operative bank at the commen
Banking Laws (Application to Co-operativ
Act, 1965 (23 of 1965), or a co-operat
which becomes a primary co-operative ban
commencement shall,

1. Subs. by Act 1 of 1984, s. 42 (w.e.f. 15-7-1
2. Ins. by s. 42, ibid. (w.e.f. 15-7-1984).

3. Renumbered by s. 42, ibid. (w.e.f. 15-7-1984)
8828C

notwithstanding that it does not at any tim
the requirements of the definition of primary co-
clause (ccv) of section 5] continue to be a prima
within the meaning of this Act, and may, witht
Reserve Bank and subject to such terms and condi
Bank may specify in that behalf, continue to carr
banking.";

1*[(zaa) in section 36AD, sub-section (3) shall
(zb) Part lIA, 3*[Part 1IC,] Part Ill, except

(1), (2) and (3) of section 45, and Par
section 45W shall be omitted;

1. Subs. by Act 1 of 1984, s. 42, for "in Clause
(w.e.f. 15-2-1984).

2. Ins. by s. 42, ibid. (w.e.f. 15-2-1984).

3. Ins. by Act 58 of 1968, s. 21 (w.e.f. 1-2-19
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1*[(zc) in section 46,--

() in sub-section (4), the word "or" occurri
of clause (i) and clause (ii) shall be omitte

(ii) in clause (a) of the Explanation, afte
“includes a", the words "co-operative s
inserted;]

(zd) in section 47, the words, brackets, figure
"sub-section (5) of section 36AA or" shall be

(ze) section 49 shall be omitted;

(zf) in section 49A, for the proviso, the foll
shall be substituted, namely:--

"Provided that nothing contained in this
apply to--

(a) a primary credit society,

(b) any other co-operative society acceptin
deposits at the commencement of the B
(Application to Co-operative Societies) A
of 1965), for a period of one year fro
such commencement; and

(c) any savings bank scheme run by
Government.";

(zg) sections 49B and 49C shall be omitted;

(zh) in section 50, the figures and letters "1
"35B," and ",43A" shall be omitted;

(zi) section 51 shall be omitted;
(zj) in section 52,--

(i) in sub-section (2), the words, figure
letter "and the form in which the offici
may file lists of debtorsto the C
jurisdiction under Part 1l or Partll
particulars which such lists may contai
omitted;

(i) sub-section (4) shall be omitted;
2*[(zji) in section 54, after the expre
"Reserve Bank", wherever it occurs, the ex

the National Bank" shall be inserted.]

(zk) for section 55 and the First Sc
following section shall be substituted, namely:
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Act 18 of 1891 and Act 46 of 1949 to apply in rela
banks.

"55. Act 18 of 1891 and Act 46 of 1949 t
to co-operative banks.- (1) The Bankers'
1891 shall apply in relation to a co-op
applies in relation to a bank as defined i
Act.

(2) The Banking Companies (Legal Pra
Clients' Accounts) Act, 1949 shall apply in
co-operative bank as it applies in relation t
company as defined in section 2 of that Act.";

1. Subs. by Act 1 of 1984, s. 42 (w.e.f. 15-2-1
2. Ins. by Act 61 of 1981, s. 61 & Sch. Il (w.e.

(zl) for the Third Schedule and the Fourth Sched
Schedule shall be subsituted, namely:--

88z10
1* THE THIRD SCHEDULE
(See section 29)
FORM A

FORM OF BALANCE-SHEET

CAPITAL AND LIABILITIES  PROPERTY AND ASS

Rs. A. P.Rs. A.P. Rs. A.P.Rs.A.P.

1. CAPITAL (a)-- 1. CASH:
(i) Authorised Capital  In hand and with

........ Shares of Rs........each Reserve Ba
........ Shares of Rs........each National B
................................ Bank of In

Co-operative bank and
central Co-operative
bank. ------

(ii) Subscribed Capital 2. BALANCES WITH OTHER B
......... Shares of Rs......each (i) Cur
......... Shares of Rs......each (ii) Saving
............................... (i) Fixed

(iif) Amount called up 3. MONEY AT CALL
On......share at Rs.....each  SHORT NOTICE.
less calls unpaid 4. INVESTMENTS :
On......Shares at Rs....each (i) In Central
less calls unpaid Government se
book value).

tion to co-operative

o apply in relation

Books Evidence Act,

erative bank as it
n section 2 of that

ctitioners'
relation to a
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984).
f, 12-7-1982).
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Of (iii) above, held by Face value Rs.
(a) Individuals . . . . . Market value
(b) Co-operative institutions . (ii) Other Tru
(c) State Government . . (iii) Shares
institutions other than
in item (5) below

88z11

2. RESERVE FUND AND OTHER RESERVES (iv) Other i
specified)

(i) Statutory Reserve . . . . .

(ii) Agricultural (credit stabilization 5. INVES

PRI-
fund) . . .. .. .. NCPAL/SUB
(iii) Building Fund . . . . . NERSH
(vi) Divedend equalization fund
(v) Special Bad Debts Reserve . In share

(vi) Bad and Doubtful Debts Reserve (i) Central C
(vii) Investment Depreciation Reserve (i) Prim
(viii) Other funds and Reserve (to be credit

specified) . . . . . .. (i) Oth
3. PRINCPAL/SUBSIDIARY STATE PART- 6. ADVA
NERSHIP FUND ACCOUNT :
FOR share capital of:
(i) Central Co-operative banks (i) Short-term
(i) Primary agricultural credit credits, o
societies . . . . . . bill
(iii) Other societies . . . .
Of which secured against:
4. DEPOSITE AND OTHER ACCOUNTS : (a) Gove
(i) Fixed deposits* . . . . appr
(@) Individuals** . . . . (b) Other tangi
(b) Central Co-operative bank riti
(c) Other societies . . . Of the a
from individual. . . .
(i) Savings Bank Deposits . . Of the a
overdue
(a) Individuals** . . . ..
(b) Central Co-operative banks Considere

of
(c) Other societies . . . . recovery
(iii) Current deposits . .
(@) Individuals** . . . ..
(b) Central Co-operative banks  Of which se
(c) Other societies . . . . (a) Gover
roved securities . . .

(iv) Money at call and short notice  (b) Other

(i) Mediu

1. Ins by Act 61 of 1981, s. 61 and Sch. Il (w.e.

Rs. . . ..
stee securities .
in Co-operative

nvestment (to be
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ary agricultural
societies . .

er societies . .

NCES :

loans, cash
verdrafts and
s discounted

rnment and other
oved securities

ble secu-

es .

dvances, amount due

dvance amount

d bad and doubtful
m-term loans

cured against :
nment and other app-

tangible securities

f, 12-7-1982).
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CAPITAL AND LIABILITIES  PROPERTY AND ASS

Rs. A. P.Rs. A.P. Rs. A.P.Rs.A.P.

5. BORROWINGS Of the advances, amount d
(i) From the Reserve Bank of India/  from indi
1*[The National Bank]/State/
Central Co-operative Bank: Of the adven

(a) Short-terms loans, cash credits
and overdrafts . . . . .. Considered
recovery . . . .. ..
Of which secured against
(A) Government and other approved (iii) Long

securities. . . . . . .
Of which
(B) Other tangible securities
(b) Medium-term loans of which (a) Gover
secured against: approved securities

(b) Other tangible securities
(A) Government and other approved
securities. . . . . . . Of the adv
from
individuals . . . . . .
(B) Other tangible securities

{}

ue
viduals . . ..
ces, amount overdue:

bad and doubtful of

-term loans:

secured against :

nment and other

ances, amount due



