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UBPoaT OJ.l' THB SKLECT Coidii:rTBii:. 

W't, the Wlderaigril!d. h1E!mbers of the. t:isleat Coqpniitee to wbidh the BHI ., 
provide for the eatablilhment of State filinan.cial Corporatiooa wu referred. 
L ...... - __ .. _.".J J. "I ,t . ...... • .... 

. . 
P ARLIAIvIENT OF INDIA.. 

CORRIGENDA 
to 

The Report of the Select Committee on the State 
Financial Corporation Bill, 1950. 

Bill as Amended 

At page 2, in line 34, .l2t tl (6)" l:&!Q ,,(,)'1. 

At page 5, in line 11 , for "Chirman" l:I.id "Chairman l 

At page 8, in line 17, before "Where" insert "(1)". 
At page 10 -

(f) in line 36, ill .e,unual" ~ "annual"; and 
(11) 1n line-46,...m "ansllch" read "a.nd such". 

NEW DELHI, M. N. KAUL. 
he 31st August, 1951. SEC RET A R Y. 

Kapoor-1100* 



BBPoRT OJ' TBB SKLEOT C6idliTirm:" 

'1ft. the Ufidefligri~, meUlbers of the );81e8~ CoQlDli'te~ to whidh the BHI ., 
provide for. the eatabliehment of State financial corpo. rsticma was ~terred, 
have C<lli~4ered .. e Bill and hi'nl bOW" ~e Ii~ ~ lullbitt ~hj. btW Ketx>rt, 
with th.· Bill lUI amencled. b, UI IIbbe" ~fe"'. 

Upon the eUilps Pf't'pdtlt!d by ull, Whll!lt 4te rl~ format or consequential, we 
note AS foll~ :-. 

Clau.e I.-In tub-clause (1), we have itiftjMtuW8 .i ~ .ltU51'· tor the 
qurea "1960". . 

OI4u •• 2.-

(!/'au/le 2(c).--We think tha.t the word "llrod'ilotioll" occurring irJ tbe defini-
tioll might inolude agricultural produotion alao. As i~ is, not the intuntiou tv 
brin8' arricultui'&l tirddut:!mnn *Ithin tbe pltttiew of this BiU, We: have omitted 
the 1rOt"d ., pt'oduotioti • , . 

W ... are of opillion tbat the definition should be expanded to cover concernl 
engaged in miniog or in the gelleration or d.i~ribution (;1f electtleit.y or lin, ather 
fonn of l>0~'er and we have amended the definition uooordingly. 

We think that the expressions "scheduled bank" and" underwriting" lihould 
sh,o "e defined aud }\"U hav~ added two Dew pttril (f) and (g) to thH! ('ltltlt~. 

Claf'lle 4(1).- -We are of opinion that the mazimum limit of the authoris~d 
capital should be raised froID t*t> more. ta ftve clttr1!8 and .ub-c1A-usB (1) has ad-
corrlinh"ly bel'fJ "mended. 

CllSuse 4(S).-We at/:! of opmlon that t~ 81i~e8 shouid have the lame fsee 
vglut' and this dl8tlS~ has accordingly beeb amem1ed. 

Clause ·J,(3).-We consider that the initiative of distl'ibut,ing shlires among 
various groups of 8ubscribers, should be with the 8.tate ~entule1Jt Bnd not with 
the Central Government. We have &.mended tIlit clause IlC(lottiin«l1. We HAVe 
.. Iso ru8d'~ I'ome drafting changes in this ol6uee. 

l:'la!fA'~ f(4).-'1'hii aub-olliuee lias tieen oinitied 81 being redUllda~. 
G~au8e8 4{5) and 4(6).-W~ ha.ve nw.de lOme drattma changes in ~te sub-

ct.ueea to ibat, thl 1b.~6.on clear. 
OlUtte 8.-WI'! Ih. ... e ilife,. II. ri~. Ifttft·t!ldtise (tj M tlfttfj c1dti'e to pfovhle 

thtrt tiM ~ of tb~ ~f1 dlouM lie .~ ittid ;.ppro+ed ie'OufiUeg. 
C1411Re 9.-We havPl made 80me amaH drafting ohang.- in *II clnse. 

O/.QU8e lf1 -We &l'e o~ opiqioo th.t there thould· be. a..,ar. direotor to 
repreaetit eo-oper&.tiV& banb. We ha.ve therefore incfe.ed the number of dll'ec· 
tol'S to be eJeotad u.n(ler ~ (d) ot ... olauae from iWG to .aree and mada con-
tequentiaJ c!titnR~1i. 



2 

Clat48t1 ll.-We eonsider that the tel'mof oftice of ·aD .1e ... Ld.ireotor should 
be four yean-instead . of three years~" We have acoordingly amended olause 11(2) 
find modified tJle proviso .thereto. 

Claufe la.-We have me.de some minor drafting ohanges. in. this olause, and 
,.have omitted part (b) 88 be~g ~und~nt. . ': .• ",. .;:.;: ' .. {'; . .', . 

Clau'fI l~:-We cODl'lider tq.atthe tenn of office. of a.Ohairman .. bouid be two 
ye81's &lIld not one yeur a.nd cla.use 15(2)')lasaceordiqglj beenamena"ed. 

Clause ] 7.-'fhe salary and allowanoes of the first .~ing director cannot 
be determined by the Roard. We have a.coordingly inserted a p.rovi8o to the 
efiet,t that the t'Ha.t;e Government sha.ll fix the s&:lary and allowances and the term 
of oflioe of the first manasing direQtor. ..: ". 
.' ~.. • .,. " .' ';". ,~ .. I • 

Olause lB.-We have omitted the words "for which he is nommatea or eleo~ 
ed" from clouse 18(2) as being redundant. 

Glatt/Ie :n.-We have ",mended this cll\use by inserting the words "or indus-
tries" at the end, 

Clause 25.-We consider thnt the period of twenty-five ye~ for I;'epayment 
of loan raised hy indust,rial conCPrllS provided in this clause should be reduced 
tel twenty ,YeoJ'R. We have ueeordingly amended parts (a) and (e) of sub-clause 
(1). 

ClaUBe 2B.-We consider that the li'inaDcial Corporr.tion should not grant any 
loan or ud~ance on the Recurity of its own shares and we have accordingly added 
a new part (c). 

Glause 29.-We have made Bomedrafting changes in this clause to make 
the intention clear. 

Olause 80.-In olause 80(f}, we have omitted the words "in the opinion of 
the Board" in order that when action is taken under this' clause the aggrieved 
party may ngitate the question before Ii: court of law. 

Claulle 31.-Weare of opinion that the rights whioh aoorue to the Financial 
Ccrporation under clause 29 or clause 80 should be enforoed through the inter-
ventioll of a court. We have acoordingly amended this clr..use to make it clear 
that the Financial Corporation 8hall have to apply to a district judge to enforce 
its claim. 

Ck"'.6 3e -We cOllsider that in a presidency town the functions of 0. district 
judgeaho'lid not be exeroised by the chief judge of the smliU cause oouti. We 
have accordingly provided that such funotions should be exercised by the prin-
cipal judge of a city civil court; but if there i. no such oit;y civil oourt, the func-
tions of a district· judga should be exeroised by the Righ Court. 

OltwJle 87.-We oonaider that whUe t1l may not be .necesllary for the. Comptrol-
ler and Auditor-General of India to BCoept the entire respon8ibil~ty for the audit 
of the Financial Corporations, he should have some control over thfl audit of such 
Corporations. We have acoordingl~' amended .clauses 87(1) ·.ann 87(4)and insert-
ed 3 new sub-clauses (5), (6) and (7). We have also made 8~me small drafting 
changes in clause 87(8). ,. . 

mau., 38.-We consider that a Financial Corporation Rhol~Jd be a!lowed three 
monthH' time insteRd of two months to submit its st9J('m~nt8 and, accounts. We 
hR'Ve accordingly amended olause 88(8). ; We have alRo provided that the.~tate
ment of the assets and liabilities of the Financial Corporation, its profit and loss 
account. and the reports inoluding auditors' report should also be laid before the 
etate Legislature. 



Clau.,1tO aU Q,--We have substituted the words "other employee" for the 
word "sl!l'vant" occurring in thilS dlluse. 

Glau." 47.-We consider that it should be specifically laid down that the rules 
should provide for the limitation of the voting rights of a shareholder and the 
manner in whioh suoh voting rights may be exercised. We have amended olauae 
47 accordingly. 

2. The Bill was published in Part II-section 2 of the Gazette of India, dated. 
·the 211t December, 1900. 

Ii We think that tlw Bill has not beeu SI) aJ.tered as to require circulation 
unrlllr Rule 77(4) of the Rules of Procedure a.nd Conduot of Business, and we 
rec-ommend that it be passed as now amended. 

NBW DJILIII; 
'2'h. 10th Augud 1961 

M. ANANTHASAYANAM AYYANGAB 
B. R. AMBEDKAR 
C. D. DESHMUKH 
MARA VIR TYAGI 
V. B. VAIDYA 
SATIS CHANDRA SAMANTA 
BIKRAM LAL SONDID 
K. A. DAMODARA MENON 
H. K RTIDRAPPA 
RAM CHANDRA UPADHYAYA 
T. R. DEOGIRlKAR 
R.VENKATARAMAN 
SYAMNANDAN S:AHAYA 
GOKUL LAL ASAWA 
T. A. RAMALINGAM CHETTIAB 
A WADHESH PUATAP SINGa: 
RADHELAL VYAS 
L. S.YADAV 
KRISHNA CHANDRA SHARMA 



BID If o. 102 01 1950 

THE STATE I'IN.A.NOI.A.L OORPORATIONS BILL, 1951. 
(As AMENDED BY THE SELECT COMMITTEE) 

(lVordJ 8idelined or underlined indicate the amendmentB suggested by the Com-
mittee; asterisks indicate the otnissions) 

A 

BILL 

to provide for the establi8hment of State :/I'inanciaZ Corporations. 
BE it enacted by Parliament as follows:-

CHAPTER 1 
PRBLIMINARY 

1. Short title, extent and commencement.-(l) This Aot may be oalled tb. 
Hate Finsncial Corporations Aot, 1951. 5 

tl!) It extends to the whole of India exoept tbe State of Jammu and Kaahmir. 
(3) It shall oome into foroe in liDy State on such date as the Central Govern· 

ment may, by notifioation in the Offioial Gazette, appoint. 
2. DeflDltlODI.-In this Aot, unless the oontext otherwise requi;res,-

(a) "Board" means the Board of direotors of thtl Finanoial Corporation; 10 
(b) "Financia.] Corporation" means the Finmoial Corporation estabUah· 

cd for the Stat.e under section 3; 
(0) "industrial conoern" means any conoern engaged in the manufaoture, 

* * preservation or processing of goods or in mining or in the generation 
or distribution of electricity or any other foml of power; 15 

(d) "presoribed" means presoribed by rules or regulations made under 
this Aot; 

(e) "Reserve Bank" means the Reserve Bank of India constituted 
under the Reserve Bank of India Act, 1934 (II of 1934); 

(f) "scheduled banlc" means R b&nk fOt' the time being included in the 
Second Schedule to the Reserve Bonk of India Act, 1934 (II of 1934); 20 

(g) "underwriting" means oontraot, with or without conditions, to 
subscribe for stocks, shares, bonds or debentures of 8n industrial concern 
with a view to the resale of the whole or any part there(lf. 

CHAPTER II 
INCORPORATION OF STATE It''INANOIAL CORPORATIONS, THEIR CAPITAL A~D MANAG. 

MBNT 

25 

a. I:ltabUShment 01 State l'lIlaIlotal OorporatlODt.-(l) The State Govern· 
ment may, by notifioation in the Official Gazette, establish a Finanoid Corpo-
ration for the State under suoh name as may be speoified in the notifioation, 3(1 

(2) The Financial Corporation shall be a body corporate by the name noti· 
fiec! under sub-seotiuD (1), having perpetual suocession and a common seal, with 
power, subject to the provisions of this Aot, to acquire and to hold property and 
shall by the said DamE! sue' and be sued. 

4. Share capital and Ih&nholderl.-(l) The authorised oapital of the 35 
Financial Corporation shall be such sum as JUay be fixed by the State Govem· 
ment in this behalf, but it shall in no case be less than fifty lakhs of rupees or 
exceed tivo crores of rupees. 
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, _.". (2) The authorised capital shall be divided into such lIumber of fully paid-up 
shares as .the State Govern. ment .. ma.y. determine. and s.hall be. iSSU. ed t.o the. plio. rties 
men$ioned insub-aection (8) at sucbtimes and, in such D1anner a. that Govern-
ment, may determine and each suoh share shall have the same face value. 

, (.'1) . The State Government shall, with the approval of the Centrlll Govem· 
ment, determine the number of shares which may, respectively, be distributed 
among-

(a) tbe State Government, 
(b) the Reserve Bank, 

10 (0) scheduled banks, insuranoe companies, investment tr~ts, co-

15 

operath'e ballks or other finanoial institutions, and 

(d) purties other than those rcfel'redto in clauses (a), (b) and (c): 

* * * 
Provided. that the number of shufes * which may be allocated to the 

'prtrtit~s referred to in clause Cd) shall in no case exceed tWenty-five per oent. 
of the total number of shares. 

* * * * * 
(4) Subjeot to the other provisions contained in this section, the allocation 

oflShares among ,the parties referred to in clauses (0) and (d) of sub-section (3) 
20 and the allotment of such sharessiic..U be made by the Financial Corporation in 

'suoh 'manner as may be prescribed. 

(5) If any shares allocated to any of the parties referred to in olauses (0) and 
,(4).1:>£ sup-section (3) remain' unsubscribed, they shall be subscribed for by the 
State Government, but the S'tate Government may at any time thereafter dis-

25 ~of .tb~ sh~es ~o s9bsoribed for to any party who was eliKible to subscribe 
for it in the first instance . 
. ', 5. Belkict.i.ODI em traufer of Iharea.-(l) The shares of the Financial 
Corporation shall not be transferable except to the State Goverrlment, the 
~eser;ye:Bank or any other finanoial institution reoognised in this behalf by 

30 the' State Government: • 
Provided that the shares subscribed for by mpmoeril of the public shall b~ 

freely transferable. 
,; (2).Nothing oc.ntained in this section shall r.iJect the provisions of sub-seotion 
(G) of section 4. , 

35 .. ,I.· ;Sharea .to 1JfI p&r&llteed by the 0eiLtRl Gov8l'llJD8nt and to be trult or 
apprOVed' aecurttiea.-(l) The shares of the Financial Corporation shall be guaran-
teed by the! State Govemmen.t 8S to the repayment of principal and the payment 
of annual dividend c.,t such minimum rate as the State Government may, with 
:the. ~ppro\'oJ of the Central Government, fix by notificat~on published in the 

4:0 'Offioi.al Gaz~tte at the. time of issuing the shares. 
(2) No~wjthstandjng, an,ything containe~d in the Acts hereinafter mentioned 

U~'this' suh~s~ctiQn, th~ shares of the Corporation shall be deemed to be included 
&ihOiig the IU1Qur(ties enumerated in section 20 of. the Indian Trusts Aet 1882 
ln~of '11382) arid also to be approved securities for the purposes of the Ins~tance 

45 Act. 1038 (IV of 1988) and the Bonking Compullies Act,i949 (X of 1949). ' 
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7. AcWt.i~al c,.pltal of tile I'lD&Dclal OOrpor,.tloD.-(l) The FP1ancial Corpo-

ration may, in consultation with the Reserve Bank, issue and sell bonds and 
debentures carryinp interest for the purpose of increasing its working ca~ital: 

Provided that the total amount of bonds and debentures issued and outstand. 
ing and of the contingent liabilities of the Financial Corporation in' the form 6 
of ~uaranteeH given by it or underwriting agreements entered into by it shall not 
at any time exceed five times the amount of the paid-up share capital and the 
reserve fund of the Financial Corporation. 

(2) Bonds and debentures of the Financial Corpora~ion shall b~ suara~ed 
by the State Government cos to the rapa;yment of thf' principal and the paYIllent. 10 
of in,~ereBt !lot such ratE> as the State Government may. on the r806tnmend~tloD 
of. the Board and with the, approv~l of the Central Goveml'\l£?nt, ti,x a,t t.he time 
t.Le bonds and debentures lire issued. ' , 

8. Deposita with the I'inanclal Oorporat.op. -The Fillllncial Corporation ma! 
accept'deposits from tbe public r(lpfl.yub1e atte,r t4'B e~ir.Y qf ~ pWiod Wh~cb shaJJ 15 
not be less than five years from the date of the making of the deposit, and OD 
luch other t{'rms ss it thinks fit: " 

Provided thllt the total amount of such dC!posits shr.U not ot ~~y tiJne eJ~eed 
iliA pa.id-up capital of the Financial Corporatjon. ' ,'" ' " 

9. Me.nagElment of l'in&ncia1 Oorpor&t1ona.-The general superintendence, 20 
* direction and management of the affairs and business of the Finanoial Cor-
poration shall vest in,--U---:Soard of directors which, with the Itssi!;to.nce, of 
nn Executive Committee and 11 manAging director may exercise nIl the powers 
and discharge ull the functions which may be exercised or <Uscharged by the 
.Finallcial Corporation, 25 

10. Bo&rd of dlrectors.-The Board of directors shall consist of the following, 
nurnely:-

(a) three directors nominated by the State Government; 
(b) one director nominated by the Centra! Board of the Res~T've B"l!~; 
(0) one director nominated by the Board of Directors of the IndUl~tri&1 30 

Finance Corporation of India established under the Industrial P'in'ance 
Corporation Act, 1948 (XV of 1948);' ' I 

(d) three directors elected in the prescribC!d manner from among them-
selves by the parties referred to in clause (0) of sub-section (8) of section 4, 
olle of whom shhH be elect,ed to represent scheduled banks, another to r~- 35 
present Co· operative banks and the third to represent the remaining finan-
cial iust,ltutions;' 

(e) one director elected in the prescribed manner trom among them-
.Helves by the parties referred to in clause (d) of sub-section (8) of section 4 
who are shareholders of the Financial Corporation; 40 

(f) one managing director a.ppointed by the State Government, in 
cOllsultation with the Board except in the case of the first appointment: 

Provided that on the first constitution of the Board the directors referred to 
in clauses (d) Bnd (c) shall be nominated by the State Government and thf' 
directors so nomina ted shull, for the purposes of t.his Act, be deepled ~o 'be 45 
elected directors: ' 

Provided further that ull directors of the Board first con~ituted, I;)thet thaD 
the managing director shall retire at the end of the first year.,' ',' 

11. Term of omce ud retirement of dlr8CtorS.-(l) A nominateddjrector 50 
shall hold office during the pleasure of the authority nominating him. ' 
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(.e) An elected dh'ector other than a dirdctor deemed to be el-ected ~nder the 
first proviso to section 10 shull hold office for four years: 

Provided that two out of the four directors so elected shall retire at the en" 
of two years after the first election rllld the other two at the end of fOllr years 
aftar such election, the directors so to retire being determined by lot. 

(8) Notwithstanding anything contained in sub-section (2), an elected director 
shall continue in office until his successor is elected and shall also be eligible 
for re-election for not more than two full consecutive tenns after the rotation 
of elected directors has begun. 

10 IS. Dilqua1iJlcatJou for belDg & cUrector.-No person shall be a director who-
(a) except in the case of a managing director, is a salarie'd official of the 

l<'inancial COl'l)oration; or 

15 

20 

(II) is or at any time has been adjUdged insolvent or has suspended pa,-
ment of his debts or hilS compounded with his creditors; or 

(c) is tound to be a lunatic or becomes "f unsound mind; or 
(d) is or hall been convicted of any offenre involving moral turpitude, 

18. Bemoval of director from ofIlce.-The State Government may remove 
from office * * &ny * director who-

(a) is, or has become, 'Subject to any of the disqualifications mentioned 
in section 12; or 

* • * 
(b) without excuse sufficient in the opinion of the B'tate Government to 

exonerate It, is absent without leuve of the Board from more thon three 
consecutive meetings of the Board. 

?6 14. aellpatloll of ofIlce by director and BUiIlg up of casual v&canclH.-
(1) 'l'he managing director or any other director moy resign his office by giving 
notiee thereof in writing to the State Government, and, on such feAignfltioll 
being accepted, shall be deemed to have vacated his office. 

(~ A casuu.l Vllcancy in the offioe of an elected director shall be filled by 
30 election and a director so elected shall hold office tor the unexpired portion of 

the tenu of his predecessor. 
(3) No act or proceeding of thil 130ard shr.:ll be questioned on the ground 

merely of the existence of Bny vacancy in, or any defect in the constitution of, 
the Hoard. 

35 16. 0JwrmaD of t.he Board ........ (l) The Chairman of the Board shall be one of 
the directors. not baing the managmg director, nominated by the S'tate Govern-
Dlent, after considering, except in the case of the nomination of the first Chair· 
man, the recommendation of the Board: 

Provided that the nomination of the chairman for !lny period other than the 
first period shall be made only after the vacancies in the office of directors 

40 oocurring by efflux of time in thut period have been filled by nominRtion or 
election as the cllse may be. 

(2) The Chnirman shall hold office for two years or until his successor is 
nominated: 

Provided that a Chairman shall so long as be remains a director be eli,pble 
45 for re-nomination as Chairmun. . 

18. B.emuner&UOIl of dlrectora.-'rhe directors other than the managing 
director an1 not being servants of the State Government shall be paid such feea 
for Ilttending meetings of tha Board and, if they are members thereof, of the 

50 Executive Committee, as may be prescribed. 
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1'/. KanagIDl dl.rector.-The managing director shall-

(a) be a whole time officer of the Financial Corporation; 
(b) perform such duties as ti>o, l30ard may, by regulations, entt'llst or 

de leg-ate to him; 
( c) hold office for four years and be eligible for reappointment; G 
(d) receive sueh salary and allowances as the Boord, with the previoult 

npproval of the State Government, mny det~rmine; 
Provided tha.t the first managing director shull hold office for such term and 

shaU receive such salary lind allowances as the State Governmeut may fix. 
18. J:zecutive Oom.m1ttee.-(l) The Executive Committee shall consist of 10 

L1w managing director who Rhllll be the Chirmall of the Committee, and three 
other directors, chosen as follows;-

(a) two directors dected by the nominated directors, one from omong 
the directors nominated by the State Government, and one from among 
the directors nominated by the Reserve Ba.nk and the Industrial }'inanoe 15 
Corpor&tiOli of India estBblish!Jl 'J!)d~r U,o Industrial FiDaDoe IJorpcIration 
Aot, 1948 (X'\ ot 19(8); 

(b) one director elected by the elected directors. 
(2) A dtrector elected to be a member of the Exeoutive Committee shaD 

hold offiC'e us sllch for tu~ relit of his term of office I1S director, * ... 90 
* '" 

19. Keetinga of the Board and Oommtttee.-(l) The Boa.rd and the 
Executive Committea liuaU meet at such times and plaQes lind shall observe 
such rules of l'rocE:dure in regllrd to transaction of business at its mtletings UI 
mn.Y be provided by regulations madcl under thiR Aot. 25 

(2) All questioJls at a meeting shall be decided by a majority of votes of the 
members pres(mt, and, in the Cf.Se of equality of votes, tha Chairman or in hi. 
absence, llny other person presiding, shall have a seoond or oasting vote. 

(.'1) No director shull vote on nny matter i'l whioh be is interasted. 
(4) If for any rt'BEon the Chairman is unable to be present at a meeting- 30 

(a) of the flof,rd, a d;reclor other than the managing director, 8u~hori8ed 
by the ChuirIIJIlJl in writing in this behalf, shall preside llt that meeting, or 

(1,) of the P.xecutive Committee, a member authorised in writing by 
the manugillg dIrector shall preside nt that meeting. 

20. Powers of EZ8cutlve Oommittees.-(l) Subject to such general or speoial 35 
directions as the BC,lid m,.y from time to Hme give, the Executive Committee 
may deal with any matter within the competenoe of the Board. 

(2) Tit,. millutp.s of every meeting of the Executive Committee shall be laid 
before the Board at the next following meeting of the Board. 

21. AdVilOry Oommitte&.-The Financial Corporation may appoint one or (,0 
more advisol'Y c:ommittee or commil;tees for the purpose of 6.ssieting the Financial 
OorporatlOn itl the efficient d:schlU'ge of its funotions and, in particular, for 
the purpose of securing thut those functions Ilro exercisea with due regard to the 
O!ruumstanceli and oonditions prevailing in, lInd the requirements of, partioular 
arcus or industries. 45 

22. Ofllcea and agencles.-The Pinancial Corporation shull estnblish its 
head office a.t such place in the State aRthe Stute Govern mont mny specify und 
may, with the previous sanction of the State Government, establish uffices or 

,agencies in any other place in the State. 
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23. Ofticers and other employee' of tile Oorporat1on.-The Fiuaucinl Corporation 

may nppoim such officers, advisers and employees as it consid&rs necessar,v 
for the efficient performance of its functions, and determine, by regulatiolls. 
their oonditions of appointment Ilno service and the remuneration payable to 
them. 

CHAPTER III 
POWERS AND DUTIES OF THE BOARD 

B'. General dUty of the Board.-The Board in discharging its functions 
under this Act shall act on business principles, due regard being had by it to 

10 the interests of industry, commerce Qud the general public. 
i5. BUliDeaa whidl I'tDlDclal Oorpor&t.iODS m&y vauaact.-(.l) The Financial 

Corporation may, subject to the provisions of this Act, carry on and transact 
ally of the following kinds of bURiness, namE'ly:-

(a) thp. guar&nteeing on such terms and oonditions 8S may be agreed 
US upon of loaus raised by industrial ooncerns whioh are repayable witllin n 

period not exceeding twenty years und nre floated in the public market; 
(b) the underwriting of the issue of stocks. shares, bonds, or debentures 

by illdustrilll concerns: 
(0) the receipt in consideration of the servioes mentioned in clauses (a) 

and (b) of E-uch commission as may be agreed up"n; 
(d) the retention os part of its Msets of any stocks, shares, bonds, or 

dabent,urcs whioh it may have to take un in fulfilment of its underwriting 
liabilities: provided that it disposes of the stocks, shares, bonds or 
debentures so acquired as early as practicable and in any case within a period 
of seven years from the date of such acquisition; 

(Il) the granting of loans or advo.nces to, or the sUbscribing to debentures 
of. indus.trial concerns, repayable within a period not exceeding twenty 
years from the dute on "L.it:h they are granted o~ subscribed to, as the caRe 
may be; and 

39 (f) generally, the doing of all such acts and things as may be incidental 
to or consequential upon the exercise of its pow'ers or the discharge of itA 
duties under this Aot. 

(2) No accommodation shall be given under claus'es (a) and (Il) of sub-section 
(1), unless it is &ufticiently secured by a pledge, mortgage, hypothecution or 

35 assignment of Government or other seourities, stocks, shares or secured 
debentures, bullion, movable or immovable property or other tangible assets in 
the manner prescribed by regulations. 

28. Limit of acooDUllOd&ticm.-The Finllncial Corporation shaJl not enter 
into anyalrlmgemeuti under olauses (a) and (6) of sub-section (1) of seotion 2li 

40 with a single industrial concern for an amount equivalent in the aggregate to 
more than ten per cent. of the paid-up share capital of the Corporation, but in 
no case exceeding ten 1akhs of rupees. . 

21. Power to impose cond.lticma for accommOdatlon.-(l) In entering into 
anyarrallgement under section 25 with an industrial concern, the Finanoial 

45 Corporation may impose such conditions as it may think necossary or expedient 
for protecting the interests of the :Financial Corporation and seouring that the 
c.ccommodatil);l granted by it is put to the best use by the industrial concern. 

,(;2) Where onc of the conditions imposed under s.ub-seotion (1) is that " 
director shull be appointed by the l"iuancial Corporation on the board of directors 

50 of the industrial concern to protect the interestll of the Financial Corporation, 
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/luch conditio.ll shall be a valid cond'tion notwithstanding unything contained in 
the Indii.:u Companietl Act, UHa (VII of 1913), or in any other law for the time 
being in force or in any instrument relating to the industrial concern. 

18. Prohibited. buliDeea.-The Financial Corporation shall not-
(a) accept deposits, except as provided by this Act: 5 
(b) subscribe directly to the sbares ()!' stock of any company having a 

1imited liability: 
Provided thnt nothing in clause (b) shall affect the right of the Financi&~l 

Corporation to acquire any shareH, bonds or debentures of a C'ompany having 
limited liability in fulfilment of any underwriting agreement entered into by tbe 10 

'Finanflilll Corporation; ,~ 

(cL grant (my loan or udvunce on the securi~y vf its own shares._ 
I> 

29. Bight. of J"1Danclal Oorpon.tlon in cue of detaUlt.-(l) Where any 
industrial concern, which is under a liability to the Financial Corporation under 
an agreement, makes any default in repayment of ony loan or advance or any 15 
instulment thereof or otherwise fails to comply with the tenns of its Ilgreament 
with the-Pilland81 Corporbtioll, the Financial Corporation shall have the right 
to taka over the management of the industrial concern, as well us the right to 
sen and realise the property pledged, mortgng<ld, hypothecated or fissigned to 
the :}l'inuncial Corporation. 

(2) Any transfer of property made by the Fin811cial Corporation, in exercise 
of it;; powers of sa11:3 and realisation under sub-section (1), shall vest in the 
transferee all rights ill or to the property t~nsferred as if the sale had been 
made by thtl owner of the property.' 

20 

(3) The Financial Corporation shall huve the same rights and powers with 25 
re6pect to good'1 manufactured or produced wholly or partly from goods forming 
part of the security held by it as it had with respect to the original goods. 

(4) Where any property is sold or realised by the Financial (iorpora'tion under 
tha provisiolls of this section, the money which is received by it from such sBle 
or realisatiull shft·ll, in the absence of finy contrnct to the contrary, be held by 30 
the Fina.ncial Corporation in trust to be applied, first, in payment of all costs, 
ch&rgcs and expellses properly incurred by it as incident to the said sala or 
realisation and, secondly, in discharge of the debt due to the Financial Corpora-
tion, Bnd the residue of the money so received shall be paid to the person en-
titletl thereto. 3.5 

(6) Where the Financial Corporation takes over the management of an 
industrial concern under the provisions of !:iub-section (1), the Financiul Corpo-
rution shall ·be 4eemed to be the owner of such concern, for the purposes of suits 
by or against the ('oncern, and shall sue and be sued in tbe name of the OWDer 
of the concern. . 40 

30. Power to can for repayment before agreed perlod.-NotwithstBnding any-
thing in any agreement to the contrnry, the Financial 'Corporation may, by 
notice in writing, require ftny industrial concl3rn to which it has granted any 
loan or adva.nce to discharge forthwith in full its liabilities to the Financial 
Oorporation,- 45 

(a) if it appears to the Board that false or misleading infonnation in 
any materinl particular was given by tba industrial concerriin its nppPcotion 
for the loan or advance; or 

(b) i£ the industrial concern has failed to comply with the term" of its 
contract with the Finallcial Corporation'in the mutter of the loan or advance; 50 
or ' 
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(0) if there is 0. reasonc.:ble apprehenBion that the industrial conoern is 
unable to pay its debts or that proceedingB for liquidation may be oommenoed 
in respeot thereof; or 

(d) if the property pledgad, mortgaged, hypothecated or ossigned to the 
Financial Corporation 8S seourity for the loan or advance is not insured and 
kept msured by the industriul conoern to the satisfaotion of the lrinanoial 
Corp.oratioll or depreciates ill value to suoh an extent that, in the opinion 
of th~ Board, further seourity to the satisfaction of the Board should be 
given and such security is not given; or 

(e) if, without the permission of the Board, any machinery, plant or 
oth~r equipment, whether fonning part of the security or otherwise, is 
removed fl0m the premises of the industrial conoarn without. being replaced ~ 
or 

(f) if for any· rar.:son it is necessary * * * to· 
protect the interests of the Financial Corporation. 
SI. Special provtsions for enforcement of claims by I'1nancial OorporatioD-

Where. an inJustrial concern, in brench of any agreement, makes any defc.ult 
in repayment of any loan or advance or any instulment thereof or otherwise 
faila to comply with the terms of its &'greement with the Financial Corporutioll 

20 or where the Financial Corporation requires an industrial ooncern to make im-
medi&te repayment of any loan or advance under section 30 and the industrial 
concern fails to wake such rapc.yment, any officer of the Financial Corporation. 
generaUy or specially authorised by the Bourd in this behalf, may upply to the 
distrillt judg~ within the limits of whose jurisdiction the ind l1strial concern 

25 caniet; on the whole or 11 substantial part of its business for one or more of thn 
following reliefs, namely:-

30 

(a) for an order for the sale of the property pledged, mortgaged, 
hypotheoated or assigned to the Corporation as security for the loan ", 
advance; or 

(b) for transferring the management of the industnal concern to the 
t'inanoial Corporation; or 

(0) for an ad interim injunotion restrl'Lining the industrial concern 
from transferring or removing its machinery or plunt or equipment from 
the premises of the industrial concern without the permission of the Board, 
where suoh removal is apprehended. 

(2) An applioation under sub-section (1) shall stat.e the nature and extent 
of the liability of the industrial concern to the Financial Corporation, the 
ground on whioh it is made and such other particulazos as may be prescribed. 

82. Procedunt of dJltrict Judge in relpect of &pplic&tIoIlI UDder section 
'<) 81.-(1) When the application is for the reliefs mentioned in clauses (a) and 

Ce) of sub-section (1) of seotion 31, the district judge shall pass an ad interim 
order attaching the security, or so much of the property of the mdustrial 
conoern as would on being Bold realise in hi!l estimate an amount equivalent 
in vRlue to the outstanding liability of the industrial concern to the Financial 
Corporation, together with the costs of the proceedings taken under section 31, 

45 with or without ad intllrim injunetion restraining the industrial concern 
from transferring or removing its machinery, plant or equipment. 

(2) When the applioation is for the relief mentioned in clause (b) of sub-
A6ction (1) of section 81, the district judge shall grant an ad interim injunotion 
restraining the industrial oonoern from transferring or removing its maohinery. 

50 plant or equipment and issue a notice calling upon the industrial concern to 
show cause. on a date to be specified in the notice, why the mana.gement of 
the industrial concern should not be transferred to the Finanoial Corporation. 
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(8) Before passing any order under sub-section (1) or sub-seotion (2), the 

dHitriot judge may, if he thinks fit, examine the officer making the applioa-
tion. 

(4) At the same time as he p8~ses an order under sub-section (1), the 
district judge shall issue to the industrial concern a notice accompanied by 5 
copies of the order, the application and the evidence, if any, recorded by him 
oalling upon it to show cause on a date to be specified in the notice why tbe 
ad interim order of attachment should not be made absolute or the injunction 
confirmed. 

(5) If no cause is shown on or before the date specified in the notice under 10 
sub-sections (2) and (4), the district judge shall forthwith make the ad 
interim order absolute and direct the sale of the attached property or transfer 
the management of the industrial concern to the Financia.l Corporation or 
confirm the injunction. 

(6) If cause is shown, the district judge shall proceed to investiga.te the 15 
claim of the Financial Corporation in accordance with the provision8 contained 
in the Code of Civil Procedure, 1008 (Act V of 19(8), in so far BB such prov!o 
lions may be applied thereto. 

(7) After making an investigation under sub-section (6), the district judge 
may- 20 

(a) oonfirm the order of attachment and direct the sale of the attached 
property; 

(b) vary the order of attachment so as to release a portion of the 
property from attachment a.nd direct the snle of the remainder of the 
attached property; 25 

(0) release the property from attachment; 
(d) confirm or dissolve the injunction; or 
(8) transfer the management of the industrial concern to the Finan-

cial CorporBtion or reJect the claim made in this behalf: 
Provided that when makin~ an order under clause (e), the district judge 30 

may make such further orders as he thinks necessary to protect the interests 
of the Financial Corporation and may apportion the costs of the proceedin~!I 
in such manner 'as he thinks fit: 

Provided further that unless the Financial Corporation intimates to the 
district judge that it will not appeal against any order releasing any property 35 
from attachment, such order shall not be given effect to, until the expiry of 
the period fixed under sub-section (9) within which an appeal may be prefer-
red or, if an appeal is preferred, unless the High Court otherwise direots, 
until the appeal is disposed of. 

(8) An order of attachment or sale of property under this seotion shall be 40 
canied into effect as fa.r as practicable in the manner provided in the Code 
of Civil Prooedure, 1908 (Act V of 1908) for the attaohment or s81e of pro-
perty in· execution of 8 decree as if the Financial Corporation were the decree-
holdei'. 

(9)Ariy party aggrieved by an order under sub-seotion (5) or sub-section 45 
(7) may, within thirty days from the date of the order, appeal to the Higb 
ronrt, and upon suoh appeal the High Court may, a.fter hearing the parties, 
PBBS such orders thereon as it· thinks proper . 

. (10) Where prooeedings for liquidation in respeot of an industrial concern 
ha.ve c<1mmenoed before an application is made under sub-section (1) of section M 
81, nothing in this seotion shall be oonstrued as giving to the Financial Corpora-
tion any preference over the other creditors of the industrial concern not 
conf~i:'re'd on it by any other law. 
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(11) The functions of a district judge under this section shall, in a presiden-

cy-town, be exercised by the principal judge of the City Civil Court, if any, 
having jurisdiotion or by the High Court .. 

CHAPTER IV 
5 INVESTMENT OF FUNDS, ACCOUNTS AND AUDIT 

88. I'1mda of the J'inancial OorporatioD.-(l) Every Financial Corporation 
shall have its own fund, and all receipts of the Financial Corpora.tion shall b .. 
carried thereto and all payments by the Corporation shall be made therefrom. 

(2) All moneys belonging to the fund shall be deposited in the Reserve Bank 
10 or with any agency of the Reserve Bank other than a Government treasury or 

.in a scheduled bank in consultation with the Bp,8erve Rank. 
84. Inve8tmant of funda.-.The Financial Corporation may invest its funds 

in the securities of the Central Government or of any State Government. 
15 85. Dilpolal of proGtI.-(l) The Financial Corporation shall establish a 

reserve fund. 
(.13) After making provision for bad Bnd doubtful debts, depreciation of assets 

and all other matters which are usually provided for by banking companIes, 
she Financial Corporation may out of its net annual profits declare a dividend: 

Provided that for so long as the reserve fund is less than the paid-up share 
20 capital of the Financial Corporation and until there has been repaid to the 

State Government such sum, if any, as that Government may have paid 
under guarantee given in pursuance of section 6, or under any guarantee given 
in pursuance of sub-section (2) of section 7, the rate of such dividend shall 
not exoeed the rate guaranteed by the State Government under seotion 6. 

25 (3) Notwithstanding anything contained in this seotion, no dividend paid 
under this section shall under any circumstances exceed the rate of five per 
cent. per annum and if, in respect of any financial year after the r.eserve fund 
teoomes equal to the share capital of the Financial Corporation, there is a 
surplus in the net profits after declaring a dividend at the rate specified in this 

30 IUb-section, such surplus shall be paid to the State Government. 
88. Genera.l meetlDgI.-(l) A general meeting (hereinafter referred to as the 

annual general meeting) shall be held annually at a place in the State within 
two months from the date on which . the annual accounts of the Financial 
Corporation are closed, and a general meeting may be convened by the Board at 

3tS any other time. 
(2) The shareholders present at the aunual general meeting shall be entitled 

to discuss the annual accounts, the report of the Board on the working of the 
Financial Corporation throughout the year and the auditor's report on the 
annual balance sheet and accounts. 

40 87. AUdit.-(l) The affairs of the Financial Corporation shall be audited 
by not less than two auditors duly qualified to act as auditors of companies 
under sub-section (1) of section 144 of the Indian Companies Act, 1918 (VII 
of 1918), one of whom shall be appointed by the State Governmen~ in consultation 
with the Comptroller and Auditor General of India and the other elected .in the 

45 prescribed manner by the parties mentioned in clauses ({) and (d) of sub-section 
(8) of section 4, an such remuneration as the State Government may fix shall be 
paid to the auditors by the Financial Corporation. 

(~) Every auditor shall be supplied with a copy of the annual balance-sheet 
of the Financial Corporation, and it shall be his duty to examine it, together 

50 with the accounts and vouchers rela.ting thereto, and every auditor shall have 
8 lia~ delivered to him of all books kept by the Financial Corporation and 
shall at all reasonable times have access to the books, accounts and other 
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documents of the Financial Corpol.1BtioIl and may in relation to such accounts 
examine any dir.ector or officer of the Financial Corporation. 

(8) The nuditors shall make a report to the shareholders upon the annual 
balance-sheet and aocounts, and in every such report they shall st'Rte whether 
in their opinion the balance-sheet is a full and fair balance-sheet oontainiDI 5 
all neoessary particulars and properly drawn up so IlS to exhibit a true &Del 
correct view of the statla of affairs of the Financial Corporation, and in oase • 
thGY had called for any explanation or information from the Board, whether it 
hli'S been given and whether it is satisfactory. 

(4) The State Government may, in oonsultation with the Comptroller and 10 
Auditor General of India, at any time issue directions to the auditors 
requiring them to report to it upon the adequaoy of measures taken by th. 
Financial Corporation for the protection of its shareholders and creditors or 
upon the sufficiency of their procedure in auditing the affairs of the Finanoial 
Corporation and may enlarge or extend the scope of the audit or direct that lIS 
a different procedure in audit be adopted, or direct that any other examinat10D 
be made by the auditors, if in its opinion the publio interest so re,quire •. 

(5) The Financial Corporation shall send a copy of every report of the auditors 
to the Comptroller and Auditor-General of India at least one month before i~ is 
placed before the share_holders. 20 

(6) Notwithstanding anything contained in the preceding sub-sections, the 
Comptroller and Auditor-General of India may, either of his own motion or on 8 
request received in this behalf from 0. State Government, undertake such audit 
and at such times as he may consider neoessary : 

Provided that where the State Government is required to make any pay- 25 
ment on acoount of the guarantee given by it under section 6 or sub-sections 
'(2) of section 7, as the case may be, such audit shall be undertaken by the 
Comptroller and Auditor-General of Indio.. 

(7) Every audit report under sub-section (6) shall be forwarded to the State 
Government and the Government shall cauae the same to be laid before the 30 
Legislature of the State. 

38. :aetUl'D8.-(l) The Financial Corporation shaH furnish 0. stai;t\ment, Ib 
the prescribed form, of its assets and liRhilities as at the close of business OD 
the last Frid&y of eA.ch month or, if that day is B public holiday under the 
Negotia.ble Instruments Act, 1881 (XXVI of 1881), as at the close of business 35 
on the preceding working day to the State Government and to the Reserve 
Bank within ten days from the date to which the statement relates. 

(B) The Financial Corporation shall furnish in the presoribed form to :the 
&ate Government and to the Reserve B&nk onoe every three mont,hs or, .1 
frequently as the State Government or the Reserve Bank may require. a 40 
St&tement showing the classification of it08 loans and investments and of all 
l.ans guaranteed by it and underwriting agreements entered into by it. 

(3) The Financial Corporation shall furniah to the State Government and to 
the Reserve Bank within three months of the close of ea,ch finanoial year a 
statement in the presoribed form of its assets &nd liabilities as a.t the close of 4.5 
that year, together with a profit and loss account for the year, the auditors' report 
and a report of the working of the Financial Corporation during the year and copies 
of the said statement, account and reports shall be published in the Offioial 
Gazette and ahall also be laid before the Legislature of the 8:tate. 
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OHAPTER V 

MISOELLANBOUS 

89. Power to give iD.truct.iou& to l'lD.&nci&1 OorporaUon 011 q1Ml~ of 
{lOlIq.-(l) In the discharge of its functions, the Board shall be gUIded by 

:; suoh instruotions on questions of policy as may be given to it by the State 
Cloverwnent. 

(2) If any dispute arises between the Sta.te Government sndthe Board ... 
to whether a question is or is not a question of policy, the deoision of the State 
Government shall be final. 

10 (8) If the Board fails to carry out the instructions on the question of policy 
latd down by the State Government, the State Government shall have the 
power to supersede the Board and appoint a new Board in its place to func-
tion until a properly constituted Board is set up, and the decision of the State 
Government 68 to the ~ounds for supe.rseding the Board shall not be questioned 

15 in sny eout. • 
~. Deelaratlon of tldellty aDd aecrecy.-Every director. auditor, officer or 

ether employee of the Financial Corporation shall, before entering, upon his 
duties. make a declaration of fidelity and secrecy in the form set out in the 
~ch('dule. 

20 ~1. ID4emntty of d1rectorl.-(l) Eevery director shall be indemnified by the 
Financial Corporation against all losses and expenses incurred by him in ,the 
discharge of his duties except such as are oaused by his own wilful· act or 
default. 

(2) A direotor shall not be responsible for any other director ,or for any 
2lS officer or other employee of the Financilll Corporation or for IIny loss or expenses 

JIe!lUlting to the Finrmcial Corporation by the insufficiency or daficiency of value 
of or title to nny property or security acquired or taken on behalf of the Financial 
Corporation or by the wrongful act of any person under obligation k!·theFinan-
cial Corporation or by anything done in good faith in the execution of the ~utie8 

30 of Jais office or in relation thereto. . 

U. OftenCe8.--(l) Whoever, in any bill of lading, w8ol'ehouse reoeipt ,or 
oither document given to t.he Financial Corporation. whereby security is given 
or is purported to be given to the Financial Corporation for any accommodation 
granted by it under this Ad. wilfully makes any false :statementor knowiJlsly 

35 permita any falBe statement to be made shaJI be punishable with imprisoIlDl8I1' 
for a term which may extend to two years, or with tine which may exte~d.,to 
.... 0 thousand rupees, or with both. 

(I) Whoever, without the consent in writing of the Finanoial Corporation, 
u.es the name of the Financial Corporation in any prospectus 01' advertisement 

35 thall be punishable with imprisonment which may extend to six mQntha.-.or 
with ftne which may extend to one thousand rupees. Or with .both. 

(3) No court shall ta.ke cognizance of any offence punishable under· ... J. 
J..ei otherwise than on a complaint in writing signed by an officer of the FiDliD-
etal Corporation authorised by the Board in this behalf. 

40 a. ProvilJoaa rela*, to lDcOme-taz ad'·I!IP __ \u.-For ,thelpurp088si.-of 
*he lndian Income-tax Act. 1922 (XI of 1922), the Financial Corporation. ,.hall 
be deemed to be & company within the J;Ileaning of that A~t .~d. ,.1111011 be lia~le 
to income-tax and luper-tax accordingly on its. income" profits and gains: . . 

,Provided that any .sum paid by ·the Sta.te Government Ullder ,tae .' guaran~ 
4.lS llTen 10 pursuance of section 6 or under, any guarantee ·given ,in punUBaOeiof 
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lIub-seotion (fl) of seotion 7 s~ll not be treated as the income, profits and 
gRins of the Financial Corporation and any interest on debentures or bonds 
pa.id by the Financial Corporation out of such sum shall not be treated aa 
expenditure incurred by it: 

Provided further that in the case of any shareholder such portion o~" 5 
dividend as has been paid out of any such sum advanced by the State Govenl-
ment shall be deemed to be its income from II interest on securities" deolared 
to he income-tax free within the meaning of section 8 of that Act. 

44.' Act xvm of 1891 to apply to the books of the rinancial Oorporatlon.-
The Financial Corporation shall be deemed to be a bank for the purposes of 10 
the .tiS!lkers Boob EVidence Act, 1891 (XVIII of 1891). 

45. Llquld&tton of I'lDancial Oorporation.-No provision of law relating to 
the winding·up of companies or corporations shall apply to the Financial 
Corporation, and the Financial Oorporation shall not be placed in liquidation, 
&BVi by order of the State Government and in such manner as it ma.y direct. 15 

'8.·· Power to apply Act to cert&bl bancial tDltdtutioDs In ez18tence at com-
mencement 01 Act.-.-(l) The Cent..raJ Government may, by notification in the 
Official Gazette, direct thai! all· or any of the provisions of this Act shall, subject 
to such exceptions and restrictions as may be specified, apply to any institution 
in existence at the commencemAnt of. tbiR Act which has· for its object the 20 
financing of industrial concerns, and on the issue of such notification, the '. 
inatitution shall be. deemed to be a Fill/mcisl Corporation establishRd by thR 
State Government for the State within the meaning of this Act, and the provi. 
sions of this Act shall become applicable thereto according to the tenor of the 
notification. 25 

(2) Any notification issued under sub·section '(1) may suspend the operation 
of any enactment applicable to any such institution immediately before the 
iSSllfl of the notification. 

47. Power of State Go"rDm8l1t to makerules.-The State Government 
1:.lay IPo.kerules not inconsistent with the pro-visions of this Act to give effect 30 
to the. provisions of this Act and in particular, such rules may provide. for the 
litnitation on.thevoting rights of a. ,shareholder and the manner~Willch such 
voting rights may be exercised and where there is any inoonsistency between the' 
rules and the regulations made· under this Act, the rules shall prevail. . 

. g.:·Powr of Board to . make reRUlatloaa.~l) The Board may, after:m 
consultation with the Reserve Bank and with the previous sanction of the 
State' Qo"ernment, make regulations not inconsistent with this Act and the 
rules made thereunder to provide for all matters for which provision is necessary 
or expedient for the purpose of giving effect to the provisions of this Act. 

~g) In particulsr, and without prejudice to the gene.rabty of the foregoing 40 
power, such regulations may provide for-

(a) the holding and conduct of elections under this Act, including 
the final decision on doubts or disputes rega.rdinQ: the validity of electioDs; 

(b) the manner in which, and the conditions subject to which, the first 
allotment of the shares of the Financial Corporation shall bemade~ 4:5 

(e) the manner in which, and the conditions subject to which, the 
shares of the Financial Corporation may be held a.nd transferred and 
generally all matters relating to the rights and duties of shareholders; 

(d) the mannel" in which general meetings shall be convened, the pro-
aedure to be followed therea.t QIld the manner in which voting right. may 50 
be exeroised; 
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(e) the calling of meetings of the Board and of the Executive Com-

mittee, fees for attending meetiugs thereof and the conduct of business 
thereat; 

(f) the IDl\nner and terms of issue and repayment of bonds and deben-
tures by the Financial Corporation; 

(g) the conditions which the .Financial Corporation may' impose in grant-
ing loans or advances; 

(h) the llJann-er of determining the sufficiency of the security taken 
under sub-section (2) of section 25; 

<I) the form~ of returns and statements required under this Act,; 
m the dutie~ and conduct of offioers and servants r.nd agents of the 

Financial Corporation; 
(k) the I!'stablishment and maintenanoe of provident or other benefit 

funds for employees of the Finanoial Corporation; 
Cl) the taking over of the management of any industrial concern on a 

breach of its agreement with the Financial Corporation; 
(m) the appointment of' ad hoc committees for teohnical and other 

advice for the purposes of this Act; and 
(n) gener&'Jly, the efficient oonduot of the affairs of the Financial Cor-

poration. 
(3) All regUlations made under this seotion shall be published in the Official 

Gazoette and shall come into foroe on such pUblication. 

THE SCHEDULE 
(8ee section 4.0) 

DECLARATION 01' FIDELITY AND SECRECY 

I, ............................... , do hereby declare that I will faithfully, truly 
and to the b~st of my skill and ability execute r.nd perform the duties required 
of me as a director, officer, employee or auditor (as the oase may be) 

30 of the Financial Corporation and which properly relate to any office or position 
in the said Financial Corporation held by me. 

I further declare that I will not communioate or allow to be oommunicated 
to any persOD not legally entitled thereto any information relating to the affairs 
of the Financial Corporlition, nor will I allow any such person to inspeot or have 

35 access to any books or documents' belonging to or in the possession of the Finan· 
cial Corporation and relating to the business of the Financial Corporation. 

Signed before me: 
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