JOINT/SELECT COMMITTEE
REPORTS OF LEGISLATIVE
ASSEMBLY -1947

The Banking Companies Bill



I. List of Reports of 3elect Committea .
esented to the slative em
gi §§§ Endisn ng slature in Y

3.No. Short title Date of Date of
of the Bill., presen~- publice-
tation. tion.
1., The Indien Nevy (Discipline) -
{(Amendment) Bill. 3.2,1947. 15.2.1947
2. The Motor Vehicles (Amend- "
ment) Bill. 3.2.1947. 15.2.1947
3. The Motor Vehiclea(Second
Amendment) Bill. 3.2.1947. 15.2.1947
4. The Foreign Exchange
- Regulation Bill. 3.2.1947. 15.2.1947
5. The Induatrisl Disputes Bill. 3.J§®47. 15.2,1947
6. The Railways (Transport of’
Goods) Bill. . 17.2.1947. 1‘3'1947f
7. The Banking Companies Bill. 17.2.1947. 1.3.1947
8. The Indian Trede Unionsg
(Amendment) Bill. 26.2.1947. 5.4.1947
9. The Inasurance (Second ;
ABIendment) Bil1l. 5.3.1947. 15.3.1947
10. The Delhi and Ajmer-Merwsra
Rent Control Bill. 12.3.1947. 22.3.1947
1l. The Imports and Exportis 5
(Control) Bill. 12.3.1947. 22.3.19475
12. The Income-tex and Excess- J
Profits Tsx (Amendment)Bill. 18.3.1947. 29.3.1947.
13. The Buainess Profits Tex' é
+%4. The Rubber (Production and™ :
Merketing) Bill. 1.4.1947. 12.4.1947
15. The Control of Shipping Bill. 1.4.1947. 12.4. 1947}
16, The Cepital Issues (Continue- ‘ +
ance of Control) Bill. 7.4.1947. 12.4.1947?

P.T.0.i



S.No, Short title Date of Date of
of the Bill. presenta- publice-
tion. tion.

17, The Taxation on Income
(Investization Commission)
Billo 7- 4.19470 190 4.19

II. [List of Reports of Selact Committees
Pregented to the X Constituent
sgembly of indlas (Legislative
247,

l. The Delhi and Ajmer-Merwaras ‘
Rent Control (Amendment) Bill. 1’1947. 13.12.1¢

2. The Delhi Premises (Requisi-
tion and Bviction) Bill. 1.12.1947. 13.12.1¢

3. The Extra-Provincisl Juria- 2
diction Bill. 6.12.1947, 13012.l£§

52

a3

[ 20 B S AR N )

Goeveccecool



LEGISLATIVE ASSEMBLY

REPORT OF THE SELECT COMMITTEE ON THE BANKING COMPANTES
BILL, 1946

W=, the undersigned, members of the Select Committee to which the Bill t ©
consolidate and amend the law relating to banking companies was referred, have
considered t*e Bill, and have now the honour to submit this our Report, with the
Bill as amended by us annexed thercto.

At our earlier meetings we oxamined soventeen witnesses and we wish to express
our thanks to. these gentlemen for the help they have given to us.

Before discussing the details of the Bill we would observe that as the Bill is
drawn it is applicable only to banking companies and we are advised that there were
constitutional reasons against extending its provisions, as we would have liked, to
partnerships or even individuals carrying on banking business. We desire to suggost
tha’ ‘he quosion should be fuiith i examined with a view to introducing
subsequent legislation extending so far as possible the provisions of this Bill to other
banking concerns.

Upon the changes proposed by us which are not.formal or consequential
comment below.

Clause £.—We think that the Reserve Bank’s emergency power to suspend
provisions of the Bill should be limited to thirty days and that Government’s power
to extend the period of suspension should not exceed one year.

Jlause 5,—Wo have givon ea:nest consideration tothe definition of “ banking ™
and while we appreciate the difficulties to which the present definition in the, Indian
Companies Act, 1913, has given rise, we feel that the brief definition in the B}ll is
no’ altogether satisfactory. We have, therefore, after studying the definitions given
by Halsbury and other authorities, elaborated the definition to include the accept ance
of timo deposits, while our new clause &8 prohibits companies othor than banking
glompanies from engaging in business of the nature specified in the Bill’s originay

efinition.

Clause 6.—The extent to which banking companies can hold shares in other
companies is provided for later in the Bill and in consequence we omit item (5) from
sub-clause (I). On the other hand, we consider that it should be shewn more spe-
cifically that the providing of safe deposit vaults and carrying ouf clearing u'nd
forwarding business on l?cﬁwtf of customers are legitimate activities of banking
ocompanies,

Clause 7.—We see no reason why the saving in favour of existing banks con-
tained in the proviso to sub-clause (1) sheuld be limited to such of them as are
scheduled banks.

Clause 8 (new).—The reason for this insertion is given in our comments on
clause 5.

Clause 9 (old elause 8).—We feel that this clause as drafted was liable to be
misconstrued 80 a8 to rule out some of the legitimate activities of banking companies

and we propose some clarifying insertions.

Clause 11 (old ¢lause 10).—We consider that in ghe best interests of banking a
company’s staff should give its whole time to the company and should not otherwisg
engage in business. In itemising tho disqualifications set out in this clause w,
accordingly add two more. We feel too that in the case of companies incorporateg
in India extensions of manageria) contracts should be subject to ¢onfirmation by
general meeting of shareholders. We also consider that, as the Reserve Birk «

we
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more in touch with banking matters, it is better qualified than the Courts to decide
upon the question of disproportionate remuneration and accordingly wo add a
sub-clause making the Reserve Bank the arbiter of this matter.

Clause 12 (old clause 11).—We have introduced a slightly more elaborate but,
we think, more workable basis for minimum capital requirements. Except that we
retain the five lakhs addition in respect of places of business in Bombay and Caleutta
contained in the Bill, we give up the basis of population, and replace it by one de-
pendent on the territorial range of a company’s activitios, introducing the “ rogion
(to be coterminus with the Reserve Bank’s share register areas) above the provinoes.
But we allow latitude in respert of branches outside the region or province so long
as they aro within twenty-five miles of the company’s principal plaee of business,
Woe also retain the one lakh minimum but make one exception (fifty thousand rupees)
in favour of the small business which operates with only a single office. Should such
a business desire to open even one branch, it must at once more than double this
exceptional minimum. We extend by one year the time given to existing companies
to bring their capital up to minimum requirements.

As a means of fostering reciprocal ‘arrangements with the Indian States, w®
propose not to require banking companies incorporated in those States to keep th
equivalent of their minimum capital requirements deposited with the Reserve Bank
We amend sub-clause (2) accordingly and also make an addition to that sub-clause
to make it cloar that in the event of a company to which the sub-clause applies
ceasing to do business in British India the olaims of its creditors in British India
shall be a first charge on the amount deposited by the company with the Reserve Bank

It is clearly undesirable that the affairs of a banking company should be allowed
to fall under the control of a small cabal, and to prevent this we propose an addition
to sub-clause (3) limiting the voting rights of any one shareholder to one-tenth of the
~ total voting rights.

\
Clause 15 is new and is designed to prevent a banking company from declaring
dividends before it has written off initial capital expenses.

Clause 16 18 also new. Its purpose is to debar a banking compm;y incorporated
in India from taking on its Board a person who is the Director of another banking
company. -

Clause 17 (old clause 14).—We think that the obligation to build up and maintain
a reserve fund equal to paid-up capital should apply to all banking companies in-
corporated in India whether scheduled banks or not.

Clause 18 (old clause 15).—Under section 42 (1) of the Reserve Bank of India
Act, 1934, scheduled banks arc obliged to maintain with the Reserve Bank cash
reserves not loss than two per cent. of time liabilities and five per cent. of demand
liabilities. We consider that this two per cent. should apply in the case of other
banking companies and amend the reference to onc and a half per cent. contained
in this clause accordingly. ’

Clause 19 (old clause 16).—In sub-clause (I) we consider that it shall be made
explicit that a banking company may form a subsidiary company for the purpose of
providing safe deposit vaults. On the other hand, we consider the expression * other
purposes incidental to the business of banking ’ to be too open and vague, and
propose that the permission of the Roserve Bank should be sought before a subsidiary
company is formed for any purpose other than those expressly stated in the sub-
clause: the Reserve Bank willéhen be able to decide whether the purpose is properly
“ incidental to the business of banking ”,

Sub-clause (2) as drafted was open to more than one construction and we have
for this reason redrafted it. Moreover, we see no reason why the exemption in
favour of old shareholdings conferred by the proviso to section 277M (2) of the
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Indian Compenies Act, 1913, should be perpetuated or why the operation of this
sub-clause should bo deferred for a year. We therefore propose that the provision
should take immediate effect on the commencement of the Act, empowering the
Reserve Bank on application to allow time not exceeding two years to companies
to bring their sharcholding into compliance with this provision. We also exempt
from penalty purely inadvertent and temporary breaches of this provision. We
further consider that a banking company should be barred from taking up shares in-
another company in tho management of which its own managerial staff is interested
and we add a sub-clause accordingly.

Clause 20 (old clause 17).—It has been repersonted to us that desirable as this
clause may be, the provisions in the latter half of the clause will seriously interfere
with established practices. Wo feel however that the only relaxation we are justified
in proposing is not to render unlawful the grant of unsecured loans to public companies
in which the banking company or any of its directors is concorned. To compensate
for this relaxation, we insert provision requiring returns to be given of such loans
and giving the Rpserve Bank powers to put a stop to the practice where it is un.
desirable and to require the banking company to call in such loans.

Clause 21 (old clause 18).—We consider that all banking companies should be
required to take out licences and see no reason for exempting existing companies
for as long as five years. Under our redraft of the early part of this clause every new
company before it starts business and every existing company within six months
from the commencement of the Act must apply for a licence. %xisting companies may
carry on until the Reserve Bank grants or refuses to grant a licence, and we propose
that the Reserve Bank shall not refuse a licence to banking companies given time by
clause 12 to build up their capital until that time has expired.

We feel that a banking company should have a right of appeal against the
cancellation of its-licence and we insert a sub-clause accordingly.

Clause 22.—Wo take to a separate clause the provisions contained in sub-clause
(6) of the old clause 18 regarding the opening and transfer of branches. Our draft
follows the recent Banking Companies (Restriction of Branches) Act, 1946 (whioch
this Bill will repeal), though we include an exemptiou in favour of t>mporary branches
opened to cater for the needs of conferences, exhibitions and melas.

Clause 23 (old clause 19).—We consider that the figure of twenty-five per cent.
may without detriment to banking soundness be reduced to twenty.

Clause 28 (old clause 24). We add a proviso to enable companies incorporated
outside British India to draw up their profit and loss account as on any date in
the last two months of the year.

Clause 29 (old clause 25)'—We oconsider that in the interests of sound banking
the auditors should examine ocertain points of detail additional to those set out iv
tke Indian Companies Aot and we add a sub-clause accordingly.

Clause 32 (old clause 28).—We think it desirable that companies incorporated
elsewhere than in British India should also display complete accounts of their banking
business in every part of the world.

Clause 34 (old clause 30).—It has been represented to us that a dangerous loss
of public confidence might ensue if, as under the existing clause, inspection was
authorised only when the banking company’s affairs were suspected to be unsound,
We therefore recast sub-clause (I) to give the Reserve Bank free discretion to inspect
a banking company at any time so that the public may have no ground for drawing
any pessimistic inference from the fact that a bank has been inspected. We also
oonsider that the Reserve Bank should employ only its own officers to make these
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inspections and that a copy of the Reserve Bank’s report on an inspection should
in ‘all cases be sent to the company. We also recast sub-clause (4) to make it clear
that Governmert may give the bank an opportunity of being heard before it takes
further action under that sub-clause and may also defer such action for a time in
suitable cases to enable the banking company to put its affairs in order.

Clause 35 is new. We consider that side by side with the regulation of banking
which the Bill provides the Reserve Bank should be brought into closer sontact with
banking companies. While many clauses of this Bill give new powers to the
Reserve Bank, it was found necessary by us to have a clause which  empowers
the Rescrve Bank with a vicw ie enable them to have-full information about the
workinﬁ of banks and have the authority to be able to render timely and adequate
help when ncerssary.  In this clause we set out further duties and fimotions of the
Reserve Bank in its relations with banking concerns and require it to establish its
staff in centres convenient for the excrcise of the wide powers of supervision
conferred on the Reserve Bank umder this Bill. We also consider that the Bill
should provide for an annual review by the Reserve Bank on the progress of banking
throughout the country. .

Clause 37 (old clause 32).—The splitting of sub-clause () into two sub-clauses if
formal and is intended to clear up bome - ambiguity ' in the' existing ‘sub:clause. In new
sub-clause (3) we malre an addition requiring a oertificate from the Reserve Bank of
the inability of a banking company to pay #s debts : our object is to rule‘out fri-
volous' or misconceived applications for winding - up.

Clause 44 (old clause 39).—As drafted sub-clause (2) would, we consider, rule ou
most proposals for amalgamation. We have no doubt that a sufficient and proper con-
dition of amalgamation should be that the Reserve Bank is satisfied that the joint
concern after amalgamation will be able to meet all the obligations of the previously
eparate concerns.

Clause 45 (old clause 40).—We think that a wilful auppreasw'b ver: which may b
s misleading as a false statement should also be punished. .

Clause 46 (old clause 41).—The redraft merely supplies the omission of an
usual' procedural provision. )

Clause 48 is new. The Indian Companies Act exempts private companie
from several of its provisions. Some of these we consider should be made applicable
to private companies which oarry on banking business.

Clause 49 is also new. Uperation of the provisions mentioned in the clause
may result in an individual losing a perhaps lucrative appointment, and we think it
desirable to make it clear that he will have no right of action on that account.

Clause 50 too is new. The constit™tion of the-¥mperial Bank of ¥ndis is re-
gulated by a se;{xa.rate Act, but we oonsider that in respect of certain matters not
covered byshat-Act theprovisions of this:Act should -alsedpply to'she Fmperial’Bank.

Clause 53 is enother new clause. It Pr' ses a further amendment: of the
Reserve Bank of India Act, 1934, to enable the Reserve Bank under certain cir
‘cumstances to vome to the aid of a banking campany by means of & toan ‘sestred to
the Reserve ‘Bank’s satiefaction by forms of ‘security other than those at present
permitted under that Act.

The Schedule.—We have proposed a number of additions to the forms of balance-
sheet and profit and Toss account. Our objects in 8o doing have been to remove
latent ambiguitiés in one or two places, but generally to ensure that the forms convey
a true victure of the state of the banking'company’s affdirs.

2, The Bill wae ‘pitblished in the ‘Gasette of Indsa, Part V, -dated the 28rd
March, 1946,
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3. We think that the Bill has not been so altered as to require re-publication
and we recommend that it be passed as now amended.

J. N. MANDAL.
LTAQUAT ALI KHAN.
COWASJEE JEHANGIR.
K. G. AMBEGAONKAR.
R. NATH.
*C. P. LAWSON.
*LESLIE GWILT.
" MOYD. YAMIN KHAN.
H. A. 8. H. E.8AIT.
M. M. KILEEDAR.
MANU SUBEDAR.
*MOHANLAL SAKSENA.
*M. A. AYYANGAR.

*P. B. GOLE. _
*SASANKA SEKHAR SANYAL.
*SATYA NARAYAN SINHA.
' MANGAL SINGH.
New Dzvrar;
The 17th February, 1947,

‘MINUTES OF DISSENT
I

While sympathising with the intentions whioh have induced the Select
Committee to introduce the new sub-section 12 (3) (d); we fedl bound to point
out that this provision as drafted is unlikely to achieve their'dbject. © Ther
are a number of methods by which a holding in excess of 10 percent. of the shar
capital can be divided up so as to ensvre the exercise of voting power in propore
tion 'with the full holding. Such methods will most certainly be adopted by
those who wish to misuse their voting powers while the honest holder of shares
in excess of 10 per-cent. is'deprived of voting rights in proportion with his hold-
ing. For these and other reasons we must oppose this sub-section which
contrévenes a well-established principle without any compensating advantage_

We also reserve the right to oppose or propose amendments in respeet of
other new provisions which after further examination appear to be undesirable_

C. P. LAWSON.

LESLIE GWILT.
New DpLn! ;

The 17th February, 1847.

*Subjeot to & Minute of Dissent.
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We desire to add that as the transactions of a bank depends largely on the
volume of deposits it receives, a statutory maximum shall be fixed for the
dividend at 9 per cent. for all banks at least the banks coming into exi
from 1st January 1947. The savings should be utilised to increase th
of interest on deposits and to reduce the rite of interest on loansiven b
banks. We would like a provision being made, fixing the maximum bearing
rate at net more than 3 per cent. over the discount rate of the Reserve Bag

As policy-holders are given place in the directorate of a Life Insurance
Co., we would like to make some similar provision for representation of de-
positors on the directorate of a bank.

Some practical difficulties were pointed out in carrying out the above
suggestion but they can be over-come. We understand, that in the * Articles
of Association ° of some banks, provision has been made for having depositors’
directors and also in Madras ther. is a provision for having depositors’ direc-
tors in the Co-operative Banks. We still hope that the Assembly would accept
our suggestion and incorporate it in the Bill, which is principally designed to
safeguard the interests of the depositors.

We also suggest that a statutory limit to salary or remuneration may be
fixed for manager, managing director, or other employees of a bank. It was
suggested that the maximum may tend to beoome the minimum in practioce.
But as the Reserve Bank, has been given power to decide if any remuneration

is disproportionate to the resources of a bank, the maximum will not be allowed
to be reached in all companies.

Lastly, we wish to add that all banks should be nationalised at an early
date and that as a first step, the Reserve Bank and the Imperial Bank may he

made State banks.
MOHANLAL SAKSENA.
SATYA NARAYAN SINHA.
M. A. AYYANGAR.
P. B. GOLE.

SASANKA SEKHAR SANYAL.
NEv DeLnr ;

The 17th February. 1947,
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(AS AMENDED BY THE SELEOT COMMITTEE.)
(Words wnderlined or sidelined indicate the amendments suggested by the Committee ;
asterisks indicate omissions.)
A
BILL

to consolidate and amend the law relating to banking companies.

WHEREAS it is expedient to consolidate and amend the law relating to
banking companies;

It is hereby enacted as follows:—

PART I
PRELIMINARY

1. Short title, extent and commencement.—(1) This Act may be called the
Banking Companies Act, 1947.

(2) It extends to the whole of British India.

(8) 1t shall come into force on such date as the Central Government may,
by notification in the official Gazette, appoint in this behalf.

2. Application of other laws not barred.—The provisions of this Act shall
be in addition to, and not, save as hereinafter expressly provided, in deroga-

tion of, the Indian Companies Act, 1918 (VII of 1918), and any other law
for the time being in force.

3. Act not to apply to co-operative banks.—Nothing in this Act shall apply
tc a co-operative bank registered under the Co-operative Societies Act, 1912
(II of 1912), or any other law for the time being in force in British India
relating to co-operative societies.

4. Power to suspend operation of Act.—(1) The Central Government, if on
representation made by the Reserve Bank in this behalf it is satisfied that it
is expedient so to do, may by notification in the official Gazette suspend for
such period, not exceeding sixty days, as may be specified in the notification,
the operation of all or any of the provisions of this Act, either generally or in
relation to any specified banking company.

(2) In a cage of special emergency, the Governor of the Reserve Bank, or
in bis absence a Deputy Governor of the Feserve Bank nowninated by him in
this behalf, may by order in writing exercise the powers of the Central Govern.
ment under sub-section (I) .80 how~ver that the" pariod of suspension shall not
exeved thirty days, and where he does so, he shall report the matter to the Central

Government forthwith, and the order shall, as soon as may be, be published in the
Gazett. of India.

(3) The Central Government may, by notification in the official Gazette,
extend from time to time the period of any suspension ordered under sub-
section (I) or sub-section (2) for such period, not exceeding sixty days at any
one time, as it thinks fit, and not exco~ding one yoar in the aggregate.

5. Definitions.—In this Act, unless there is anything repugnant in the sub-
ject or context,—

(a) ‘‘approved securities’’ means securities in which 5 trustee may invest
money under clause (a), clause (b), clause (bb), clause (c) or clause (d) of
section 20 of the Indian Trusts Act, 1882 (1L of 1882), and such securities of, or
fully guaranteed by, Indiun States as the Reserve Bank may be a_uthorised to
purchase under clause (8) of section 17 of the Reserve Bank of India Act, 1984
(11 of 1034);
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(b) “banking” means the accepting, for .the purpase of lending of investment
of deposits of money from the public, repayable on demand.or otherwise, and with-.
drawable by oheque, draft, order or otherwise ;

(¢) “banking sompany’’ means any company which transacts the business of
banking in British India ;

(d) ‘‘company’’ means any company which may be wound up under the Indian
Companies Act, 1913 (VII of 1913);

(e) “ Court >’ means the Court having jurisdiction,under the Indian Companies
Act, 1_913;

_(_Q“dema.nd liabilities” means liabilities whigh must. be met. on demand, and
“time liabilities”” means liabilitics which are nqt demand liabilities ;

(g) “gold”’ includes gold in the form of coin, whether legal tender or not, or in
ithc form of bullion or ingot, whethor refiacd or rot ;

. () * managing agent’’ means a person, firm or company -entitled to the
management of the whole affairs of a company by virtus of an agreement with
the company, and under the control and direction of the directors except to
the extent, if any, otherwise pro.ided for in the agreement, and includes any
person, firm or company occupying such pasition, by whatever name called;

Ezplanation.—If a person d>ccupying the position of managing agent. calls

himself manager or managing director, he shall nevertheless be regarded as
managing agent for the purposes of this Act.

(¢) “private company” has the same meaning as in the Indian Companies Act,
1913 ;.

(/) ‘‘prescribed’’ means prescribed by rules made under this Act;

(£)" *‘registrar’’ has the same mesning as in clause. (15) of sub-section (1)
of section 2 of the Indian Companies Act, 1918;

@4, ‘.“Reseme.,Bank” means the R'ea.enve Bank..of India;

(m).' ‘scheduled bank’’ means s bank for the time being included .in the
Becorid Bchedule to the Reserve Bank of India Act, 1984.

PART II

Business or Banking CoMPANIES.

6., Forms ol business in whick banking companies may engage.—( 1) In addi-
tion, to the business of banking, a banking company may engage in any one
or, move of the following forms of business, namely:— '

(a). the borrowing, raising, or taking up of money; the lending or advancing,
of money either upon or without security; the drawing, making, accepting,
discounting, buying, selling, collecting and dealing in bills of exchange,
hoondees, promissory notes, coupons, drafts, bills of lading, railway receipts.
warrants, debentur e, certificates, scrips and other instruments, ang securities
whether transferable or negotiahle. or not; the granting and isauing of letters
of credit, travellers cheques and circular notes; the buying, selling and dealing
in :byllion and specie; the buying and selling of foreign exchemge including
foreign bank natrs; the acquiring, holding, issuing on commission, under-
writing and dealing in stock, funds, shares, debentures, -debenture. stock, bonds,
obligations, securities and investrments of all kinds; the purchasing and sellitg
of bopds, scrips or other forms of securities on behalf of constifuents or others,
the negotigting of loans. apd advanges; the receiving of all kinds of honds;
crips or valuables on deposit, or for safe custody or otherwise; the providing of
gafe deposit vaults ; the vollecting and transmitting of money and secuxities ;
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(b) acting as agents for Governments or local authorities or for auny other
person or persons ; the carrying on of agency business of any description (including
th clearing and forwardiag of goods on bohalf of customers) other than the business
of a managing agent of a company including the power to act as attorneys and to give
discharges and receipts ;

(c) contracting for public and private loans and negotiating and issuing the
same ; '

(d) the effecting, insuring, guaranteeing, underwriting, participating in
managing and carrying out of any issue, public or private, of State, Municipal
or other loans or of shares, stock, debentures, or debenture stock of any

company, corporation or association and the lending of money. for the purpose
of any such issue;

(e) carrying on and transacting every kind of guarantee and indemmty
business;

managing, selling and realising all property movable and immovable
which may come into the possession of the company in satisfaction or pam
satisfaction of any of its claims;

(9) acquiring and holding and generally dealing with any property and any
vight, title or interest in any property movable or immovable which may form
part of the security for any loans or advances or which may be connected
with any such security;

(k) undertaking and executing trusts;

(/) undertaking the administration of estates as executor, trustee or other.
wise; s % * * * * * * * * * *

(7) establishing and supporting or aiding in the establishment and support
of associations, institutions, funds, trusts and conveniences calculated to benefit
employees or ex-employees of the company or the dependents or connections of such
persons ; granting pensions and allowances and making payments towards insurance ;
subseribing to or guaranteeing moneys for charitable or benevolent objects or for
any exhibition or for any public, general or useful object ;

(k) the acquisition, construction, maintenance and alteration of any building
or works necessary or convenient for the purposes of the company ; '

(1) selling, improving, managing, developing, exchanging, leasing, mortgaging’
disposing of or turning into account or otherwise dealing with all or any part of the
property and rights of the comipany ;

(m) acquiring and undertaking the whole or any part of the business of any
person or company, when such business is of a nature enumerated or described in
this sub-section ;

(n) doing all such other things as are incidental or conducive to the promotion
or advancement of the business of the company ;

(0) any other form of business which the Central Government may by noti-
fication in the official Gazette specify as a form of business in which it is lawful for
a banking company to engage.

(2) No banking company whether incorporated in or outside Britisl! India
shall ‘engage in any form of business other than those referred to in sub-
section (1).

7. Use of words ‘‘bank’’, ‘‘banker’, ‘‘banking’’.—(I) After the expiry of
two years from the commmencement of this Act, no company shall carry on

the business of banking iu British India unless it uses as part of its name g°
least one of the words ‘‘bank’’, ‘‘banker’’ or “banking’’;
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Provided that nothing in this sub-section shall apply to any bankiig company
in existence * * on the lst day of January 1947.

(2) Every company which uses us part of the name under which it carries
on business any of the words ‘‘bank’’, ‘‘banker’’ or ‘‘banking’’ shall, notwith-
standing that it may not for any reason be a banking company as defined in
clause (c) of section 5, be deemed to be a banking company and be subject to the
provisions of this Act as such:

Provided that nothing in this sub-section shall apply to any association of
banking companies formed for the protection of their mutual interests and
registered under section 28 of the Indian Companies Act, 1918 (VII of 1918).

8. Prohibition of accepting demand deposits.—No company other than a bank
ing company shall accept deposits repayable on demand.

9. Prohibition o! trading.—Notwithstanding anything contained in section
16 or mm any contract, no banking company shall directly or indirectly deal .in
he  buying or selling or bartering of goods, ~x¢ nt in coinection with the realisation o
fecurity given to or held by i*, or engage in any trade, or buy er sell or barter goods
or others otherwise than in connection with bills of exchange received for collection
or negotiation or with ruc’ of its business as is roferred to in olarus: (£) of s b;section
(1) of sec'ion 6:

Providad that this soction shall not apply to any such business ax
aforesaia which was in the . rcourso of being transacted on the 1st day of
January, 1947, so however, that the said business shall be completed before the

expiry of one year from the commencement of this Act.

Explanation —For the purposss of this section, “goods ’ means rvery kind
of movabl: proporty, othor than actionabl: olaimy, stocks,-whares, monecy,
bullion and specie, a :d all instrume-t: ~eforred to i "claus: (a) o° Bub. ectio. (I) of
sociion 6. .

10. Disposal ot non-banking assets. - Notwithstanding anything contained in
sections 8 and 9, where any banking company acquires or has acquired any assets
in satisfaction of its olaims in the course of its banking business, being
assets in respset of whioh it iw not lawful undor the said sootions for the
company to transact business, it may, within a poriod of sovon years fiom the
date of its acquisition of such assets or from the ocommencement of this Aot,
whichevey is later, deal or trade in such assets for the purposo of facilitating
the roalisation thoroof, and shall, before the cxpiration of the said period
digposo of such' assets :

Provided that the Reserve Bank may in auy particular caso extend thn
said period by such period not exceeding five years as it thinks fit where it

ig satisficd that such oxtonsion would be in the intorest of the depositors of
tho banking company.

_11. Prohibition oi employment of managing agents and restrictions on certain
forms of . employment.—(I/) No banking company, whether incorporated
in or outside British India, shall employ or he managed by a m ing agent, o
employ or be managed by any person— &ing

(a) whose remuneration or part of whose remuneration takes the form of com-
wission or of a share in the profits of the company, or



. 1
(b) whoso remuneration is on a scale disproportionate, according to the norma
prevailing in banking business, to the resources of the company, or

(c) who is a director of any other company not bei bsidi of
the banking company, or d pany 18 & PIDRCIRY combany

(d) who is engaged in any other business or vocation, or

{¢) who has a ocomtraot with the company for its management for a period
exceeding five years at any one time : ’ 8 i

?rgvidor.i that the s8id poriod of five yoars shall, in rolation to contracts
rub¥’sting on thn lst day of July, 1944, bo computed from that daty :

Provided fuxther vhut any oomtrast with the company tor its minagomont
may l{e vonuw xl or vxiunded fora further petiol not exounding five years at
a time if and 8o often as the directors deo d , subject in thn case of a banking company
Incorporated in 1 .dia, to 8..ch d cisio.i being wpproved by the shareholders in gineral
m-eting.

(2) If any question arises in any particular case whether remuneration is on a
scale disproportionate, according to the normal standards prevailing in banking
business, to the resources of the company, the decision of the Reserve Bank thereon
qha.ll be final for all purposes.

12. Restriotions on commencemert of business and conditions for carrying on
business. — (I) Notwithstanding anything contained in section 103 of th¢
Indian Companies Aot, 1913 (VII of 1913), no banking company,Iwhcther i.1ch"po ‘atnd
in o~ outside British Ladia, in existo "¢ on the lst day of January, 1947, shall, afte:
the expiry of three years from the coinmencement of this Act or of such further period
not exceeding one year as the Reserve Bank, having regard to the interest of the de-
positors of the company, may think fit in any particular case to allow, carry on
business in British India, and no other banking company, whether i.icorporated in or
oui-iJ - British Infia, shall after the commencoment of this Act commence or carry o1
business in Pritish India, unless it has paid-up capital and reserves of an aggregat®
value not less than, in the case of a banking company having its principal place
business elsowhere than in British India, fifteen lakhs of rupees plus, if it has any
pl;oe of business in Bombay City or Calcutta or both, five lakhs of rupees, or in any
other case,—

(+) if it has places of business in more than one region, ten lakhs of rupees plus
if # has eny place of business in Bombay City or Calcutta or both, five lakhs of rupeos;,

(4¢) if it has all its places of business in one region but not in one proviuce, five
lakhs of rupees plus, if it has any place of business in Bombay City or Calcutta
five lakhs of rupees;

(#43) if it has all its places of business in one province and has no place of business
in Bombay City or Calcutta, one lakh of rupes in respect of its principal placo of
business plus 10,000 rupoes in respnes of each otiws place of businoss in the district
in whioh jt has ite prinoipal placn of business plus 25,000 cupers in ruspeei of vach
place of business situated elsowhore in tho provines, so however thaw no banking
oompany to which this clause applivs shall by requiznd to have paid-up capital and
reserves exceeding an aguragate valuy of five lakhs of rupnns :

Provided that a banking company to which this clause applies and which haS
only one place of business shall not be required to have paid-up capital and reserve®
exceeding an aggregate value of 50,000 rupees ; .

{iv) if it has all its places of business in one provinoe and has one or more places
of business in Bombay City or Calcutta, five lakhs of rupees plus 25,000 rupees in
respect of each place of business outside Bombay City or Calcutta, as the case may be
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so however that no banking company to which this clause applies shall be required
to have paid-up capital and reserves exceeding an aggregate value of ten lakhs of

rupees.

Eaxplanation !.—In this sub-section “region’ means an area served by a regis-
ter of shareholders maintained under section 4 of the Reserve Bank of India Act,
1934 (II of 1934), and defined in entries I to IV of the First Schedule to that Act.

Ezplanation 2.—For the purposes of this sub-section a place of business situated
in a region or province other than that in which the principal place of business of a
banking company is situated shall, if it is not more than.twenty-five miles distant
from that principal place of business, be deemed to be situated within the same
region or province, as the case may be, as that principal place of business.

Iézplanation.—ln this sub-section and sub-section (), ‘‘value’’ means
the real or exchangeable value, and not the nominal value which may be shown
in the books of the company concerned.

(2) A ba king cumpany i‘wcorporated elsewhere tia) i:* 1ulia or
the United Kingdom shall be deemed to have complied with the provisions
of sub-section (I) only if it keeps deposited with the Reserve Bank an amount
not less than the minimum aggregate value of pawd-up capital and reserves
required in its case under that sub-section either in cash or in unencumbered
approved securities or partly in cash and partly in such securities, and such amount,
shall, in ih» ev. nc of the company c-asing for any rcason to carry on banking
business in - Briiish India, be an asse. of the ocompany on which h: cla’ms of “all
th> or.ditors of ihe company in British India shall be a fi:si cha ge.

(3) No banking company, whether incorporated in or outside British India,
if incorporated on or after the 15th day of January 1987, shall carry on bus:ness
in British India unless it satisfies the following condition§, namely:—

(a) that the subscribed capital of the company is not less than half the
authorised capital, and the paid-up capital is not less than half the subs-
cribed capital, and

(b) that the capital of the company consists of ordinary shares anly, or
ordinary shares and such preference shares as may have been issued before
the 1st day of July 1944 only, and

(c) that subjeot to olause (d), the voting rights of all shareholders ure
strictly proportionate to *he contribution mude by the shareholder, whether
a preference shareholder or an ordinary shareholder, to the paid-up ocapital of the
company, and o

(d) that the voting rights of any one shareholder shall not exceed ten per cent.
of the total voting rights of all the shareholders.

(4) If any dispute arises in computing the aggregate value of the paid-up
capital and reserves of any banking company, a determination thereof by the
Reserve Bank shall be final for the purposes of this section.

' 13. Restriction on commission, brokerage, discount, etc., on sale of shares.
—Notwithstanding anything to the contrary in sections 105 and 105A of the
Indian Companies Act, 1918 (VII of 1918), no banking company shall pay out
directly or indirectly by way of commission, brokerage, discount or remunera-
tion in any form in respect of any share issued by it, any amount exceediny
in the aggregate two and one-half per cent of the paid-up value of the said
share.

14. Prohibition of charge on unpaid capital.--No banking company shall
crenfe any charge upon any unpaid capital of the compauy, and any such
ha* p+ shall be invalid.
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_15. Prohibition of premature payment of dividend. —No banking company
shall pay any dividend on its shares until all its capitalised expenses (in cluding
preliminary expenses, organisation expenses, shareselling commission, broker-
age, amounts of losses incurred and any other item of expenditure not represented
by tangible assets) have been completely written off,

16. Prohibition of common directors.—No banking company incorporated in
India shall have as a director any person who is a director of another banking com-
pany. ’

17. Reserve fund.-—Every banking company incorporated in_ Tndia  shall
maintain a reserve fund, and shall, out of the declared profits of each year and before
any dividend is declared, transfei a sum equivalent to not less than twenty per
cent. of such profits to the reserve fund until the amount of the said fund is equal
to the paid-up capital. .

18. Cash reserve.-—Every hanking company not being o scheduled bank
shall muintain by way of cash reserve in cash with itself, or in an account
opened with the Reserve Bank, or partly in cash with itself and partly in such
account, & sum equivalent to at least iwo per cent. of its time liabilities and fivoe
per cent. of its demand liabilities and shall file with the Reserve Bank before the
fifieenth day of every month threc copies of a statement of the amount so held on
the Friday of each week of the preceding month with particulars of its time and
demand liabilities on each such Friday.

19. Restriction on nature of subsidiary companies.- (1) A banking company
shall not form any subsidiary company except a subsidiary company formed
for one or more of the following purposes namely, the undertuking and execut-
ing of trusts, the undertaking of the administration of estates as executor,
trustce or otheywise, the providing of safe deposit vaults or, with the vrevious
per:mission in writing of tho Reserve Bauk, such other purposes as are incidental to the
business of banking.

(2) Save as provided in sub-section (/), no banking company shall hold shares
in any company, whether as pledgee, mortgagee or absolute owner, of an amount
exceeding twenty per cent. of the paid-up share capital of that company or twenty
por cent. of its own paid-up share capital and rescrvos, whichover is less :

Provided that a banking company shall not be liable for an inadvertent contra-
vention of the provisions of this sub-section if it reports the contravention to the
Reserve Bank without delay and if the contravention does not per:ist for a period
cxoeeding two months :

Provided further that any banking company which is on the date of tho com-
mencement of this Act holding any shares in contravention of the provisions of this
sub-gection shall not be liable to any penalty therefor if it reports the matter without
delay to the Reserve Bank and if it brings its holding of shares into conformity with
the said provisions within such period, not exceeding two years, as the Reserve Bank
may think fit to allow.

(3) Save as provided in sub-section (1) and notwithstanding anything contained
in sub-section (2), a banking company shall not, after the expiry of one year from the
date of the commencement of this Act, hold shares, whether as pledgee, mortgagee
or absolute owner, in any company in the management of which any managing direc.
tor or manager of the banking company is in any manner concerned or mterestcd.l

20. Restrictions on loans and advances.—() Notwithstanding anything to tho
contrary contained in section 54A of the Indian Companies Act, 1918 (VII
of 1918), no banking company shall make any loans or advances on the secu-
rity of its own shares, or grant unsecured losns or advances to its directors or
to firms or private eompanies in whioh it or any of its directors s interested as pa

ner, director or managing agent.
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(3) Every banking company shall, before the olose of the month succeeding that
to which the return relates, submit to the Reserve Bank a return in the presaribed
form and manner, showing all unsecured loans and advances granted by it to com-
panies, other than private companies, in which it or any of its directors is interested
as director or managing agent.

(3) If on examination of the returns submitted under sub-section (2) it appears
to the Reserve Bank that any loans or advances referred to in that sub-section are
being granted to the detriment of the interest of the depositors of the banking com-
pany, the Reserve Bank may by order in writing prohibit the banking company from
making any such further loans or advances or impose such restrictions on the grant
thercof as it thinks fit, and may by like order direct the banking company to secure
the repayment of any such loan or advance within such time as may be spécified in
the order.

21. Lioensing of banking companies.—(I) ILivery banking company in existence
on the date of the commencement of this Act, before the expiry of six months
from the said date, and every other company, before commencing banking business
in British India, shall apply in writing to the Reserve Bank for a licence under this
section.

(2) Except that a banking company in existence on the commencement of this
Act may continue to carry on banking business in British India until either it is
granted a licence under this section or is by notice informed by the Reserve Batik that
a licence cannot be granted to it, no company shall commence or carry on banking
business in British India unless it holds a licence 'granted by the Reserve Bank in
such behalf :

Provided that the Reserve Bank shall not give a notice as aforesaid to a banking
company in existence on the lst day of January 1947 before the expiry of the three
years referred to in sub-section (/) ef section 12 or of such further period as the Re-
serve Bank may, under that sub-section, think fit to allow.

(3) Betore granting any licence under this section, the Reserve Bank
muy require to be satisfied by an inspection of the books of the company or
otherwise that all or any ot the following conditicns are fulfilled, namely: —

(¢) that the company is in a position to pay its depositors in full as their
claims aocrue;

(b) that the affairs of the company are not being conducted to the detriment
of the iuterests of its depositors;

(c) in the casc of a company incorporated elsewhere than in British India
or the United Kingdom, that the Government or law of the country in which
it is incorporated does not discriminate in any way against banking companies
rogistered in British India, and that ths vompany complies with all the provi-
sio;\s of this Aot applicable to banking compunies incérporated outside British
India.

(4) The Reserve Bank may—

(@) cancel any licence granted under this scction where any of the conditions
set out in Bub-section_(:?_)_ on the fulfilment of which it required to be satisfied
when granting the licence ceases to be fulfilled, or if the company ceases to
carry on bankirg bueinens in British India or goes into liquidation;

(b) at any time after granting 4 licence under this section require that any
of the said conditions on the fulfilment of whick it did not require to be satisfied
when granting the licence shall be fulfilled to its satisfaction within such time
a8 it may specify, and if the condition is not so fulfilled, cancel the licence.

(5) Any banking company aggrieved by the cancellation of its licence under
sub-section (4) may appeal to the Central Government, and the dedision of the Central
Government on such appeal shall be final.
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_22. Rogtrictions on openiug of new, and transfer of existing, places of business.

No banking company shall open a new place of business or change,
otherwise than within the same city, town or village, the location of an existing place
of business without obtaining the prior permission in writing of the Reserve Bank ;
and before giving any such permission the Reserve Bank may require to be satis-
fied by an inspection under seotion 34 or otherwise as to the financial condition and
history of the company, tho general character of its management, the adequacy of
its capital structure and earning prospects and that publio interest will be served by
the opening or, as the case may be, change of location, of the place of business :

Provided that nothing in this section shall apply to the opening for a period not
exceeding one month of a temporary place of business within a city, town or village
or the environs thereof within which the banking company already has a place of
business for the purpose of affording banking facilities to the public on the occasion
of an exhibition, conference or mela.

Ezxplanation.—For the purposes of this section ‘‘place of business” includes
any sub-office, pay-office, sub-pay-office and any place of business at which deposits
are received, cheques cashed or moneys lent.

93. Maintenance of a percentage of assets.—(I) After the expiry of two
gears (rom the commencement of this Act, every banking company chall
maintain in cash, gold or unencumbered approved securities valued at a price
not exceeding the current market price an amount which shall not at the slose
of business on any day be less thar twenty-.  per ‘cent. of the total of its

time and demand liabilities in British India.

Explanation.—For the purposes of this section liabilities shall not include
the paid-up capital or the reserves or any credit balance in the profit and loss
acconnt of the company or the amount of any loan taken froin the Reserve

Bank. .

2) In computing the umount for the purposes of spb-section (1), the
deposit required under sub-section (2) of section 12 to made with the
Reserve Bank by n banking  company incorporated els:whyre  than in *

India or the United Kingdom and any balance maintained by & company
with the Reserve Bank, including in the case of a scheduled bank the balance
required under sub-section (1) of section 42 of the Reserve Bank of India Act,
1984 (Il of 1984), to be so naintained, shall be deemed to be cash maintained.

(%) For the purpose of eusuring complinnce with the provisions of this
section. svery banking company shall, no. later than % idays ufter the end
of the month to whien it relates, furnish to the Reserve Bank iu the prescribed
forin and manner a monthly return showing particulars of its assets main-
tained in accordance with this section, and its time and demand liabilities,
at the close of business on each Friday during the month, or if any Friday
is n public holiday under the Negotinble Tnstruments Act. 1881 (XVI of 1881),
at the close of business on the preceding working day.

94, Assets in British India.-—(1) At the closo of the last working day of
every quarter the assets in British Indix of every banking company shall
aot be less than seventy-five per oent. of its time and demand liabilities in
British India.

(2) Every banking company shall, within one month from the end of every
quarter ,submit to the Reserve Bank a return in the prescribed form and manner
of such assets and liabilities us at the close ot the Iast working day of the

previous quarter.

(8) For the purposes of this section, nssets in Rritish In&iu shall be deemed
to include such promissory notes, bills of exchange and securities as the
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Reserve Bonk ig under the Reserve Bank of India Act, 1984 (II of 1984?,
emnpowered (o purchase, discount or make advances against, and export bills
druwn in India and expressed in such currencies as the Reserve Bank ma-
from uime to time approve in this behalf. '

(4) In this seotion, ‘‘quarter’’ means a period of three months ending o
the last day of March, June, SBeptember or Decamber.

25. Return of unclaimed deposits.—Every banking company shall, within
thirty days after the close of each calendar year, submit a return in the pres.
cribed forn: and manner to the Reserve Bank #s at the end of such calendar
year of all accounts in British lndia which have not been operated upon for
ten years, giving particulars of the deposits standing to the credit of asch
such account:

Provided that in the case of moneys deposited for a fixed period the said
term of ten years shall be reckoned from the date of the expiry of such fixed
period

28. Monthly retarns and power to call for other returns and information.—
(1) Every banking company shall before the close of the month succeeding
that to which it relates submit ta the Reserve Bank a return in the prescribed
form and manner showing its assets a.d liabilities in British India as at the
close of business on the last Friday of every month or if that Friday is a
public holiday under the Negotiable Instruments Act, 1881 (XVI of 1881), at
the close of business on the preceding working day.

(2) The Reserve Bank may require a banking company at any time to
furnish it with statements and information relating to its own business, and without
prejudice to the generality of the foregoing power, may call for information
wvery half-year regarding the classification of advances and investments of
bunking companies in respect of industry, commerce and agriculture.

27. Power to publish information.——'T'he Rescrve Bank, if it considers it in
the public interest 'so to do, may publish any information obtained by it under
section 26 in such consolidated form as it thinks fit.

28. Accounts and balance-sheet.-- (I) At the cxpiration of each calendar
_venr—e—ver_y banking company incorporated in British India, in respect of all
husiness transucted by it, and every banking company incorporated outside
British India,******* i respect of all business transacted through its branches in
British India, shall prepare with reference to that year a balance-sheet and profit
and loss account as on the last working day of the year in the Forms set out in the
Schedule or as near thereto as circumstances admit :

Provided that in the case of a banking company incorporated outside British
India, the profit and loss account may be prepared as on a date not earlier than two
months before the last working day of the year.

(2) The balance-sheet and profit and loss account shall be signed—

(a) in the casc of a banking company incorporated in British India, by the
inanager or the principal officer of the company and where there are morn
than three directors of the company, by at least three of those directors. or
where there are not more than three directors, by all the directors, and

(b) in the case of a banking company incorporated outside British India.
tiy the mannger or agent of the principal office of the company in British
India.

. (3) Notwithstanding that the balance-sheet of » banking company is under
sub-section (1) required to be prepared in a fornf otlrer than the form marked
F in th» Third Schedule to the Indian Companies Act, 1918 (VIT of 1913).
the requirements of that Act relating to the halance-sheet and profit and loss
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account of a company shall, in go far as they are not inconsistent with this
Act, apply to the balance-sheet or profit and loss account, as the case may be.
o' 8 banking company.

£9. Audit.—(7) The balance-sheot and profit and loss account prepared in
accordance with section 28 shall be audited—

(a) in the case of a banking company incorporated in British Indis, by an
auditor holding a certificate under section 144 of the Indian Companies Act,
1913 (VII of 1913), entitling him to act as an auditor of companies;

(b) in the case of a Lanking company incorporated outside British India,
eithar by such an auditor as aforesaid, or by a person duly qualified to he au
auditor under the law of the country in which the company is incorporated.

(2) The auditor shall have the powers of, exercise the functions vested in,
and discharge the duties and be subject to the liabilities and penalties impored
on, auditors of companies by section 148 of the aforesaid Act.

(3) In addition to the matters which under the aforesaid act the auditor is re-
quired to state in his report, he shall, in the case of a banking company incorporated
in British India, state in his report,—

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

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

(c¢) whether or not the returns received from branch offices of the company have
*heen found adequate for the purposes of his audit ;

(d) whether the profit and loss account shows a true balance of profit and loss for
the period covered by such account ; '

{e) any other matter which he considers should be brought to the notice of the

shareholders of the company. ‘
. 80. Submission of returns. - The accounts and balance-sheet reforred to  in
section 28 together with the auditor’s report shall be published in the prescribed
manner, and three copics thereof shull be furnished as returns to the Reserve
Bank within threc months from the end of the period to which they refer:

Provided that the Reserve Bank may in any case extend the said
period of three months for the furnishing of such returns by a further period
not exceeding three months.

31. Copies of balance-sheets and accounts to be sent to registrar.—(1) Where
s banking company in anv year furnishes its balance-sheet and accounts in
accordance with the provisions of section 30,it may, or whenit is a a private
company as defined in the Indian Companies Act, 1918 (VII of 1918). shall,
at the same time send to the registrar three copies of such balance-sheet and
accounts and of the auditor’s report. and where such copies are so sent, it
shall not be necessary for the company, to file copies of the balance sheet and
accounts with the registrar ag required by sub-section (1) of section 184 of the
said Act, and such copies so sent shall be chargeable with the same fees and
shall be dealt with in all respects as if they were filed in accordance with that
section.

(2) When in pursuance of sub-section (2) of section 28  tho Resorve Bank
requires any additional statement or information in connection with the balance-
sheet and accounts furnished to it under section 30, the banking company shall
whon supplying such statement or information, send a copy thereof to the
registrar.

82. Display of audited balance-sheet by companies incorporated  outside

British Inaia.—Every banking company incarporated outside British Indis
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* * * * * sghall, not later than the first Monday in August of any year
in which it carries on.bunsiness in British India, display in a conspicuous place in
its principal office and in every branch office in British India a copy of its last
audited balanco-sheet and profit and loss account prepared under section 28, and
shall keep the copy so displayed until replaced by a copy of the subsequent balance.
sheet and profit and loss account so prepared; and every such banking company
shall display in like mann :» copies of its complr.e audived blanc -sheet and profiv
and loss account relating vo .8 binking busine;s as soon &s they am availible and
shall keep the copies so displayed until copiss of such subsequent #ocoun.s  aye
available. ’

838. Accounting provisions of this Act not retrospective.— Nothing in this

Act shall apply to the preparation of accounts by a banking company and the
audit and submission thereof in respect of any accounting year which has ex-
pired. prior to the commencement of this Act, end notwithstanding the other
provisions of this Act, such accounts shall be prepared, audited and submitted

in accordance with the law in force immediately before the commencement of
this Act.

_84. Inspection.-- (/) Notwithstanding aﬁything to the contrary contained in
section 138 of th: Indian Compani~s Act, 1913 (VII of 1913), the Reserve Bank at
any time may, and on being directed so to do by th:: Central Government skall, cause
an inspection to be made by ons or more of its officers of any banking company and its

hooks and accounts; and the Reserve Bank shall supply to the banking company s
copy of its report on such an inspection.

(€) It shall be the duty of every director or other officer of the banking
company to produce to any officer making an inspection under sub-section (7) all
such books, accounts and other documents in his custody or power rolating to the
affairs of the banking company as the said offio* may require of him.

(4) Auy person making an inspection under sub-gection (1) may examine on
ath any director or other officer of the banking company in relation to its
business, and may administer an oath accordingly.

(4) The Reserve Bank shall, if it has been directed by the Central Government
to cause an inspection to be made, and may in any other case, report to thie Central
Government on any inspection made under this section, and the Central Governmcnt,
if it is of opinion after considering the report that the affairs of the banking company
are being conducted to the detriment of the interest of its depositors, may give the
banking company an opportunity of making a representation in connection with

the report, and may, whetheror not it gives the banking company such opportu-
nity as aforesaid, by order in writing ;—

(@) prohibit the banking company from r. ceiving fresh diposits ;

(b) direct the Reserve Bank to apply under section 37 for the winding up of the
banking company : .
Provided that the Central Government may defer for a period not exceeding six

months the passing of an order under this sub-section, or cancel or modify any such
order, upon such t. rms and conditions as it may think fit to impose.

(5) The Central Government may, after giving reasonable notice to the

hanking company, publish the report submitted by the Reserve Bank or such
portion thereof as may appear necessary,

35. Further powers and functions of Reserve Bank.—(I) The Reserve Bank

may —

(@) caution banking companies generally or any particular banking company
nat entering into any particular transaction or class of transaction, and
- "rally give advice $o-any banking company ;
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(b! on request of the companies concerned and subject to th- provisions of section
44, asnist, as ivtermediary or otherwise, in proposals for the amalgamation of bank-
ing companies ;
(¢) give assistance to any banking company by means of the grant of a loan or
?;il\ra?(;eg ?t:;) it under clause (3) of section 18 of the Reserve Bauk of India Act, 1934
o )i :

(d) after a banking company has been inspected under section 34, by order in
writing require the company,—

_ (3) to call a meeting of its directors for the purpose of considering matters aris-
ing out of such inspection or of meeting an officer of the Reserve Bank to discuss
such matters ;° ) .

(#1) to make, wit" in such time as may be specified in the order, such changes
in its management as the Reserve Bank may consider necessary in consequence of
the state of affairs disclosed by the inspection. '

(?) The Reserve Bank shall make an annual report to the Central Government
on the trend and progress of banking in the country, with particular reférence to ita
activities under clauso (2) of section 17 of the Rese vo Bank of India Act, 1934,
including in such report its suggestions, if any, for the strengthening of banking
business throughout the country. .

(3) The Reeerve Bank shall appoint such staff at such places as it considers
necessary for the scrutiny of the returns, stataments and information furnished by
banking companies under this Act, and generally to ensure the efficient porformance
of its functions under this Act. ' '

PART III
SUSPENSION OF BUSINESS AND WINDING UP OF BANKING COMPANIES

86. Buspension of business.—(I) The Court mayon the application  of
backing company which is temporarily unable to meet its obligations make an
order (a copy of which it shall caus~ to be forward:d <o thn R werve Bank) staying tho
commencement or continuance ot all actions and proceedings against the company
for a fixed period of time on such terms and conditions as it shall think fit and proper,
and may from time to time extend the period up to a total period not exceeding six
months in all.

(¢¥) No such application shall be maintainable unless it is accompanied by
a report of the Reserve Bank indicating that in the opinion of the Reserve
Bank the banking company will be able to pay its debts if the application is
granted :

Provided that the Court may, for sufficient reasons, grant relief under thia
seotion even if the application is not acsompanied by such report.

37. Winding up by Court.—(I) Without prejudice to the provisions  contain-
ed in section 162 or section 271 of the Indim Companies Act, 1918 (VII of
1918), und without prejudice to its powers under section 31, the Court shall
order the winding up of a banking company if it is unable to pay its debts, and
the Court shall also order the winding up of u banking company if the Reserva
Bank, * * *applies in this behalf to the Court. )

(2) The Reserve Bank may make an application under this section only il
it is dirocted so to do by order under clause (b) of sub-section (£) cf section 34 or il
the banking company has failed to comply within due time with the demand contained
in a notice under sub-section (5) of section 45,

(3) Without prejudice to the provisions contained in section 163 of the Indian
“ompanies Act, 1913, a banking company shall be deemed to be unable to pay its

ebts if 1t has refused to meet any lawful demand for payment made at uny of ite
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offiors or branches within two working days if such demand is made at a
dlace  where there is an office, branch or agency of the Reserve Bank, or within five
\ orking days if such demand is made elsewherc, and if she Reserve Bank certifies

wiiting that Jh- banking company is unable wo pay its debis.

(4) A copy of every application by the Reserve Bank under sub-section (1)
shall be sent by the Reserve Bunk to the registrar.

38. Reserve Bank to be official liquidator.—Notwithstanding anything to th

conlrary contained in section 175 of .the Indian Companies Act, 1918 (VII of
1913), the Rererve Bark shall be appointed as the official hqmdat.or in relation
¢ the winding up by Court of u banking company.

39. Btay ot proceedings.—Notwjthstanding anything to the contrary con-
tained in section 173 of the Indiun Companies Act, 1918 (VII of 1918), the
Court shall not make any order staying the proceedings in relation to the wind-
ing up of a banking company, unless the Court is satisfied that an arrange-

ment has been made whereby the company can pay its depositors in full as
their claims acerue.

40. Report of liquidator.—Notwithstanding anything to the contrary con
tained in section 177B of the Indian Companies Act, 1918 (VII of 1918), where
a winding up order is made in respect of u hanking company. the official liqui-
dator shall submit u prehmmurv report to the Court within two months from
the date of the order giving the information required by that section so far as
is is available to him, to enable the Court to order the psymenb of @ preliminary
dividend if sufficient assets nre available.

41. Power to dispense with meetings of creditors, etc. -Notwithstanding
anything to the contrary contained in sections 178A and 183 of the Indian
Companies Act, 1018 (VII of 1913), the Court muy in the proceedings for wind-
ing up & banking company dispense with any meetings of creditors or contri-
butories or with the appointment of o coramittee of inspection if it considers
that no object will be secured thereby sufficient to justify the delay and expense.

42. Booked depositors’ credits to be deemed proved.—-Notwithstanding  any-

thing to the contrary.contained in section 191 of the Indian Companies Act,
1913 (V11 of 1913), the Court shall presume that the amounts shown in the books
of & banking company as standing to the credit of depositors are proved without
requiring further proof from the depositors concerned unless the official liquida-
torgshows that there is reason for doubting any particular entry.

43. Restriction on voluntary winding up.—Notwithstanding anything to the

contrary contained in section 208 of the Indian Companies Act, 1918 (VII of
1913)rno banking company which holds a lience granied under seoiion21 may be volun
tarily wound up unless the Reserve Bank certifies in writing that the company i#
able to pay in full all its debts to its creditors as they accrue, and without prejudice
to the provisions contained in sections 218 and 220 of that Act, the Court shall,
on the application of the Reserve Bank, order the winding up of the company by the

Court if at any stage during the voluntary winding up proceedings the company is not
ble to moet such debts as they accrue.

44. Restriction on amalgamation, etc. (1) Notwithstanding anything to the
contrary in section 158A of the Indian Companies Act, 1918 (VII of 1918), no
banking company shall, except with the previous consent in writing of the
Rererve Bank, amalgumate or enter into any scheme of arrangement or re-
constrvction with any other banking company.

(1) Fha Reserve Bank shall not give its consent to any amalgamation or
schem » nu aforesaid unless it is reasonably satisfied that after the amalgamation
r szhemw is pui into operation all the debts of the banking companies concerned
can be paid as they fall due.
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PART TV

MISCELLANEOUS

45. Penalties.—(I) Whoever in any return, balance-sheet or other documen

required by or under or for the purposes of any provision of this Aect, wilfully
makes o statement false in any material particular, knowing it to be false,
or wilfully omi's to mak~ a material statem~ont, shall be punishable with imprisonment
for a term which may extend to three years and shall also be liable to fine.

(2) If any person refuses to produce-any book, account or other document
which under sub-section (2) of section 34 it is his duty to produce, or to answer
any question relating to the business of a banking company which he is ssked
by an officer making an inspection under that section, he shall be liableto a fine
which may extend to five hundred rupees in respect of each offence, and if he porsists
in such refusal, to a further fine which may extend to fifty rupeos for every day during
which the offence continues. ‘

(3) If any deposits are received by a banking company in contravention of
an order under clause (a) of sub-section (4) of section 34, every direct ¢r ¢r other

officer of the banking company, unless he proves that the contravention tool
place without his knowledge or that he exercised all due diligence to prevent it,
shall be deemed to be guilty of such contravention und shall be punishuble with
a fine which may extend to twice the amount of the deposits so received. d

(4) If any other provision of this Act is contravened, or if any default is
mads in complying with any requirement of or made under this Act, every
director and other officer of the bunking company who is knowingly a party to
the contravention or default shall be punishable with a fine not exceeding five
hundred rupees, and where the contravention or default is a continuing one
with a further fine not exceeding fifty rupees for every day during which it
continues. .

(6) Without prejudice to the provisions of sub-section (4), if any banking
company fails to comply with the provisions of seetion E*}_ or soction % the Re. erve
Bank shall by notice in writing make a demand to the banking company to comply
with the said provisions within thirty days from the receipt of the notice, and if
the banking company failt so to do, the Reserve Bank may apply under s-ction 37
for the winding up of the banking company.

48. Cognizance of offences.—No Court shall take cognizance of any offence
punishable under section 45 except upon complaint in writing made by an officer
of the Reserve Bank generally or specially authorised in writing in this behalf by
the Reserve Bank, and no Court inferior to that of a Presidency Mugistrate or a
Magistrato of the first class shall try any such offence.

47. Application of fines.—-A Court imposing any fine under this Act ma

direct that the whole or any part thereof shall be applied in or towards payment
of the costs of the proceedings, or in or towards the rewarding of the person
on whose information the fine is recovered.

48. Special provisions for private banking companies.—The exemptions, whethey
oxpress or implied, in favour of a private company in sections 17, 77, 83B, 86H, 91B
and 91D and sub-section (5) of section 144 of the Indian Companies Act, 1913 (VIT
1913) shall not operate in favour of a private company which is a banking company,|

49. Certain claims for compensation barred.—No person shall have any right
whether in contract or otherwise to any compensation for any loss incurred by reason
of the operation of any provision of sections 11 and 16 or by rcason of the compliance
of n banking company with any order given to it under sub-clauso (ii) of clause (d)
of sub-soction (I) of soction 35.
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50. Application of certain provisions to the Imperial Bank of India.-- -Wit.hout
prejudice to the provisions of the Imperial Bank of India Act, 1920 (XLVII of 1920),
the provisions of sections 11,13 te 17, 19, 20, 22 to 30, 33, 34, 36 to 47, 49 and 51
shall 8o far as may bo apply to and in relation to the Imperial Bank of India as they
apply to and in relation to other banking companies.

_!_51. Power of Central Government to make rules.--(I) The Central Govern-

ment may, after consultation with the Reserve Bank, mako rules r.ot ircos.sisient
with this Act to provide for all mattors for which provision is necessary or expedient
for tho purpose of giving offect to the provisions of this Act.

(2) In particular, and without prejudice to the generality of the foregoing
power, such rules wnay provide for the details to be included in the returns re-
quired by this Act and the mauner in which such returns shall be submitted-

(8) All rules made under this section shall be published in the official
Gaczette and shall be subject to the conditicn of previous publication, and the
date to be specified under clause (8) of section 28 of the General Clauses Aot,
1807 (X of 1897), shall not be less than six months from the date on which th
draft of the proposed rules wag publirhed. -

52. Amendment of section 17, Act II of 1984.-1In section 17 of the Reserve

Bnnk of India Act, 1934, to clause (154) the following shall be added, namely:—
*“ and under the Banking Companies Act, 1947.” '

" 53. Amendment of section 18, Act II of 1934. 1o clause (3) of section 18 of
the Reserve Bank of Indin Act, 1934, the following shall be added, namely :—

“or, when the loan pr advanco is madoe to a banking company (as defined in the
Baning Companies Act, 1947), against such othor form of security as the Bank may
consider sufficient :”

54. Amendment of section 42, Act IT of 1934.-—For sub-section (6) of section

42 of the Reserve Bank of India Act, 1934, the following sub-sections shall be
substituted, namely: —

*‘(6) The Bank shall, save as hereinafter provided, by notification in the
Uazette of India,—

(a(; direct the inclusion in the Second Schedule of any bank not already so
included which carries on the business of banking in British India und which—

() has & paid-up capital and reserves of un aggregate value of not less than
five lukhs of rupees, and '

(i) satisfies the Bank that its uffairs are not being conducted in a menner
detrimental to the interests of its depositors, and

(i) is a company as defined in clause () of section,2 of the Indian Companies
Act, 1913, or & corporation or a company incorporated by or under any law in force
in any place outside British India ;

(b) direct the exclusion from that Schedule of any scheduled bank,—

() the aggregate value of whose paid-up capital and reserves becomes at uny
time less than five lakhs of rupees, or

(i) which is, in the opinion of the Bank after making an inspection under
gection 34 of the Barking Companies Act, 1947 conductirg its affairs to the detriment
of the interosty of its depositors, or

(i1) which goes into liquidation or otherwise ceases to carry on banking
business :

Provided that the Bank may on application of the scheduled bank concerned
and subject to such conditions, if any, as it may impose, defer the making of a
direction under sub-clause (i) or sub-clause (ii) of clause (b) for such period as
the Bank considers reasonable to give the scheduled bank an opportunity of
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increasing the aggregate value of its paid-up capital and reserves to not less
than five lakhs of rupees or, as tac cuse may be, of removing the defects in tha
conduct of its affairs.

(7) In sub-section (6) the expression ‘value’ means the real or exchangeable
value and not the nominal value which may be shown in the books of the bank
concerned; and if any dispute arises in computing the aggregate value of the
paid-up capltal and reserves of a bank, a determmat)on thereof by the Bank

shall be final for the purposes of that sub-section.’
55. Repeals.—(1) All the provisions contained in Part XA of the Indian
Cownpanies Act, 1818 (VI1 of 1918), are hereby repealed.

(2) The Banking Companies (Tnspection) Ordinance, 1946 (IV of 1946).
and tho Banking Comyanics (Restiictio 1of Barnches) Act, 1946 (X XVII of 1946), aro

hereby repealed.

THE S8CHEDULI

’ (See Section 28)
FORM A
FORM .OF BALANCE -SHEET
........... ....Bank l.td. .
Balance-sheet as at......December.........
OAPITAL AND LIABILITIES PROPERTY & ABSETS
Rea. As. Ps. Ra. As. Ps, Rs. As. Ps. Rs. Aa. Pa,
CA¥ITAL (6)— OABR:
Authotlaod CAplt.nl ...... Sharos In hand and with  Resorve
...... ach . . Bank (including  forelgn

currenoy notes)

Insued Olplt.ll ...... Shares of Balances with other Banks
each . . (showing whether on  de-
—— it or ourrent  account)

subacrlbed Onpltal ...... Shares in British India
...... each ., . ( ) ovltslde British India
. Amount called up at Ra. ...... MONRY AT CALL ANRD Snon
por share . . NOTIOR
Less calls unpatd PR BILLS DISOOUNTRD  (¢)
———e (Other than Treasury Bflls
Add forfeited ahares . . of the Central and Pro-
—— e —e vinclal Governments)
RaspuvE FUND (b) i) Payable In British India
DaPOSITS & OTHER 1{) Payable mltalde Brlt.lnh
AOCOUNTS : ndin .
Fixed Deposits . . INVRSTMENTS  (stating mode
Savings Bank Depos fta” of valuation, i.e., cost
Current Acoounh and con- or market vnhw) whichever

tingenoy (unadjusted) ac- is lower (b)
. . (1) Government of Indila and

oounts .
Trustoe Seourities Includ-
—_——— ing Treasury Bills of Gov-
Borrowlngs from other Banks, ernment of Indla and
Agents, ete. Provincial Governmenta .
) ﬁ:ltﬂthb India (i) shares (classifying 1nto

preference, orafnnx, Jeforr-

ed and othor classes of sha-
res and showlng  separately
shares fnlly po,ld up and

pald u .

(ii) outside British India .

——————— y

H (1if) Debentures or Bondn
P(?;“Bcenol:‘rr:d (stating  the (fv) Other {nvestments (to be
nature of seourity) . clisgified  under  proper B

heads)

(#t) Unseoured . (v) Gold . . . . _

i LO‘S"' x'f:n.«':n '(')vuunﬁ‘m

Brl.l:z’g:bnlgllfgt,l:;\ ::,:?,% hills . (other than bad ad_doubt-
ful debts for _wh ch provi-

ion has been made to the
satisfactio of the auditors)




1) payablo in British .
{(2% my-bh outalde Btﬂh
. Indfa . . . .

Other Liabilities (Lo be speci-
fied) (o) . . .

noes, endorsements
A::(.iw:fher " obligations per
contra.

Loss :
Balance 88 per previous
‘Balance-sheet . . .
Leas appropriation thereof .
Balanoe brought forward .
Profit since last Balanoce-
o sheet . .

OONTINGENT LIABILITIES (d)

TOTAL

(a@) Cay.dtal.—

DY

L]
z‘) in British India
1) outside British India
Partioulars :
<) Debte considered good In
@ of which the bank
is fully secured . .
(¢€) Debts” consldcred good for
which the bank.holds no
other security’ than the
debtors personal seocurity .
(it{) Debts  considered _ good,
seoured by the personal
Habilities of on¢ or more
parties In addi‘ion to the
Dersonal security of the
: debtors . . .
(iv) Debts  oconsidered doubt-
ful or bad not provided for .
(v) Debts due by directors
or officers of the bank or
any of them either several-
ly or Jjolntly with any
« other persons . . .
(vi) Debta due by companies or
firms in  which direc-
tora of the bank are intores-
ted as directors, partners or
managing agents. Or_in_the
cage of private companies,
as members. . . .
(vii) Maximum total amount of
loans, including tem
advences made at any time
during the year to directors
or wanagerg nr officers of

the company. . .
(vitd) Maximum ~ total amount
ofleans. including temporary
advances granted during
the vear to the  companies
or firms in which the dlrec-
tors of the bank arc Inter-
vated ax  directom, part-
ners or  managing agen
or_In the case of private

companies, as membera.

(€z) Due from banks . .
Bllis for collection beiny bills
reoelveable as per contra. .

(i) pnyable in British  India

(1) &m_vnbl(' outside  British

ndia . . .t

Acceptances, endorsenments
and other obligations  per
contra

Prernises loss dog_molntlun (?)
Furniture and Fixtures leas
depreclation (g) .
Other assots, including sliver
(to be specified) (h) .
Non-banking feasets ucquired
ip matisfaction of claims
g:ntlnn mode of valuation (7)
RE

v OFIT AND Lo .

ToTar .,

NOTES

{ es of cupital, if any, should be distinguished.
Eﬁﬁn‘&?’éﬁﬂiﬂﬂ&hﬁ: fully pgld-up pursuant to any contract without payments being received In cash should

Ye stated separately.

(iti) Where circumatances rmnit, jssued and subseribod m})lltll'l'l and amount called np may be shown as one

\tem, e.g., 1ssued-and Sulscribod Capital. . .. Bhares of

o g king companies incorporated outside India, the amount
(ir) ‘"1:,:;:‘0:::( ll(a)xfu}(m(?f lggl;s"\mmr sub-rection (2) of xection 12 of the Banking (

be shown under thisghead, the nmgnnt t:owcv

(b) The reserve fund maintained by

(¢c) Under this

ably
itles

(ii) Moncy for whish the ban

is contin
by the banking company on behal

...... pald up.

odged ay debta.

.

payments and unexp

of deposft kept with the

‘ompanles  Act, 1947 should

er should not he extended to the outer column,

scetion 17 of the waid Aet shonld be shown separately.

heading are to be included uuft} lté;lms‘u.:dth«:l l'ollf:,wlnu. to be shown under se
: penglon or insu runce funds, unclaim vidends, advaneco

t:”;m:l‘hg? (:ompnnivn and any other abflities, ) '

(@) Thesa should be classitiod under the following cum%orlu i e

y W
(4) Clatms agnlnst the bunklnﬁ company ng:l;cli'tﬂ_‘lo piy- SR

of dircctors or officers,

rarate hending suft-
red discounts, labg.

parately the amount of any guarantes gjy
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i#1) Arrears of cumulutiv@ preference dividends.
iv) Liability on Bills of Exchange rodiscounted.
v) Liability on acoount of outatanding Forward Exchange Contracts. .
(¢) Particulars as under ‘‘ Loans, Advances, Cash Qrodits and Overdrafts '’ are to be shown under this

huanl.
(f) Where any other mode of valuaton is adoptedit shall be clearly stated, and tho market value shall be
on, ere there {8 no market value, it is clearly 8o s .

(9) Bunk premisey wholly or partly ocoupled for the purposos of business should be shown against ** Promjses less-
depreciation.” In the case of fixed capital expenditure, 310 orl&illml cost, and additions thereto and deductions there-
from during the vear should be stated, as also the total depreclation written off.  Where sums have boen written Off
on a reduction of capltal ur revaluation of assots, every balanoe-sheet after the first balance-sheet subsequent to the
reduction or revalustion should show the reduced flgures with the date and t of the reduotion made. Furniture
fixtures and other assets which have been completely written off need not be shown in the balance-aheet, .

(%) Under thisheadlng nay bulucluded suchiteins ns the following, whichmust be shown under beadings suitably
described preliminary, formation and organisation expenses, development expenditure, commission and brokerage on
s}e:rea, \Mamt accrued on investmenta but not coliected, Investments in shares of subsidiary companies and any
other assots.

(1) Value shown shall in no case excoed market value,

S

FORM B :
{
ForM or ProriT AND Loss AccouNt "
Profit and Loss Account for the year ended December :
EXPENDITURE INCOME (LESS PROVISION MADE ‘
DURING THE YEAR FOR BAD AND :
_DOUBTFUL DEBTS). |
Interest paid on deposits . Interest and _ Discount, =7 .
Balaries and Allowances (showing separately sala Commission, Exchange and Brokerage !
ries and allowances to msnaging or ’
manager. . !
Direotors’ Fees and allowanoes . - Benta {
Local Comirittee members ' fees and allowances . Tranafer from contingencles acoount !
Provident Fund . . .. i
Inocome-tax, Corporation tax, or provisions therefor Profit made on sale * * of investments, :
“Rent, other Taxon, Insurance, Lighting, ete. . - .. gold and sfiver, land premises and other !
Law Charges . . . . .. ussots. -
Postages, © Telegrams and Stamps . .o Profits made on revaluation of investinents,
Auditors’ Fees . . . gold and silver, land, premises and other
Depreciation and Bank's Property . .. assets
Repairs to Bank's Property . .. Income from non-banking nssets, and profit
Stationery, Printing, Advertisement, ete. . .. from gale of or dealing with such asecta.
Loss from sale of or dealing with nin-bauking assots. . Other receipts . .
Other Kxpenditure ~ — . . . . . .. Tosx (ifany) .
Balance of Profit . . . . . .
TOTAL . . TorAL. A
———— A
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