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rp, . New Delhi, 7th November 1944 Sind Government Gazette
*ile following Report of the Select Committee on the North-West 

Bill to consolidate and amend the law relating to Govern
ment securities issued by the Central Government and • to 
the management by the Reserve Bank of India of the 

^ public debt of the Central Government, was presented to 
the Legislative Assembly on the 7th November/ 1944 :—

We. the undersigned, members-of the Select Committee 
to which the Bill to consolidate and amend the law relating 
to Government securities issued by the Ceniral Govern
ment and to the management by the Reserve Bank of 
India of the public debt of the Central Government

referred, have considered the Bill 
and the papers noted in the margin, 

and have now the honour to submit this our Report, with 
the Bill as amended by us annexed thereto.

Clause 3—We have inserted the words “ made after the 
commencement of this Act ” in order expressly to exclude 
from the operation of the clause transfers made prior to 
the change in the law. and we have clarified the language 
of sub-clause (2) to show that the ord -rs referred to are 
those made in accordance with the subsequent provisions of
the Bill. .. _ ^

Clause 8—The wording of sub-clausS (6) which speaks . assent to the above report is subject to my dissent 
of a Government security being “ held by two or more m r®Sar<* to the provisions of section 7. The Act oi 1920 
persons severally ” and refers to the vesting of that security contains a section, No. 12, which confers a special right on 

has attracted considerable criticism. We Bmdu undivided families governed by the Mitakshara 
have restored the wording employed in clause (6) of sub- /,lw’ ^ the managing or the sole surviving member
section (J) of section 4 of the Act of 1920 which speaks of su . a family can get his title to Government securities
a security “ payable to two or more persons severally” standing in. the name of a deceased sole holder who
and provides merely for that security 4 becoming payable ” a me nib *r of the family, recognised by a simple pro -ess of 
tn the survivor • obtaining a certificate—after due enquiry—from the District

The proviso/ which is intended to govern the whole MaSi^ra+tf °f. the di®trict in wbicb tba fami|y ordinarily 
clause has been clarified by the substitution of the words resided^that he was the managing or sole surviving member 
- in' this section ” for the word .« herein.”, and has now of th® iamdy of deceased sole holder
been printed separately as an addendum to the clause as me“bsr- .Jim obvlates *be P™ having to resort to
S instead of being included in sub-clause (b). Jud?°!al Pr.00^s,. No reason* have been adduced
Clause 9__We have considered the criticisms directed for the withdrawal of this substantial concession
p^inlt this clause, but we think that it would be against baTC be™ c,\ted Yhere th“ c0»c“ has been abused, 
the hitorests of the small investor if the clause were Apparently the only reason for el.minatmg the provisions 
trd We/ve however rectified <n printing error by °f s 12 °f ia2°; *? ensur>’ tuuformity

- f■ t~ — ™’* &SK&&
«it .. part of the Hindu Mb.r.t.1,

• t d fe a reference to an affirmation in sub-clause (3) ‘gnored- ATS tne s'de non-official Hmdu member of the
m the word ‘ oath ” as defined in the General Clauses c°Tl C*™° * Tty t0 ,th° W,pUlf °"t °f a 8ub‘

the wora u<*uu stantial concession enjoyed by a largo part of the Hmdu
community in this respect.

29th October 1943 
.. 8th November 1943 
.. 4th November 1943 

Frontier Province 19th November 1943 
Government Gazette.

I

!

In the Indian Languages
LanguageProvince Date

6th November 1943 
.. 6th November 3943 

3. We think that the Bill has not been so altered as to 
require republication, and we recommend that it be passed 
as now amended.

United Provinces .. Urdu
i

Hindi

ASOKA K. ROY 
* A. J. RAISMAN

*T. T. KRLSHNAMACHARI 
G. K. Md. SHAHBAN 
Md. NAUMAN 
T. CRAPMAN-MORTIMER 
Sh. H. RAHMAN 
R. D. DALAL 
D. P. SETHNA 
MOHD. AZHAR ALI

was
Papers I to IV

<7

MINUTE OF DISSENT

in a survivor

was

was a

No cases

since
Act includes an affirmation.

Clause 24 We have extended the period of limitation
from six to twelve years.

Clause 28—The reference to section 2 contained in 
(b) of sub-clause (2) has been corrected.

and 9 minor printing errors have, been

T. T. KRISHNAMACHART

L. A. BrLL No. 22 of 1943
(AS AMENDED BY THE SELECT COMMITTEE)

(IVords underlin'd or sidelined indicate the amendments 
suggested by the Committee ; asterisks indicate omissions) 

A Bill to con<olidate and amend the law relating to Govern
ment securities issued by the Ceniral Government and 

to the management by the Reserve Bank of India 
of the 'public debt of the Central Government 

Whereas it is expedient to consolidate and amend the 
law relating to Government securities issued by the Central 
Govornmeht and to the management by the Reserve Bank 
of India of the public debt of the Central Government;

It is hereby enacted as follows :—
1. Short title, extent and commencement—(1) This Act 

may bo called the Public Debt (Central Government) Act, 
1944.

clause l. .
In clauses 4, 7 

correct d.2. The Bill was published as follows :— 
In English

Date
Gazette of India . . .. 31sfc July 1943
Fort St. George Gazette .. 2nd November 1943
Bombay Government Gazette .. 1 Ith November 1943
Calcutta Gazette .. .. 21st October 1943
United Provinces Government 6th November 1943

Gazette
Punjab Government 

Provinces

Gazette

.. 12th and 19th Novem
ber 1943 

Bcrar 5th November 1943

.. 10th November 1943 

.. luth November 1943

Gazette

andCentral 
Gazette 

Assam 
Bihar Gazette

Gazette ♦Subject to a Minuto of Dissent
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, ,i,ht of survivors of joint holders or several .|ajgos^ '
(2) It extends to the vh >le of Bri idi India. . ’ a anvtbing oontained ui section 45 ot tlle
(3) It shall com • inf force o:i s-.ch d it.' as i <mtr.il \ .>mthstJ«d*n0 . lg72-(JLX of 1872),-

Govern.ment may. by notification in the official iiazotte, Ionian uo- * _ Government security is hold by two 0.
appoint in this behalf. '•a' , jointly and cither or any of them dies, the

2. Definitions—In this Act, unless there is anything security shall vest in tbe tnrw* orsurviVoi#E„k t-“rssrsiL**-^ »!—<«>»*
(2) “ Government Security ” means— ' • , .^overall v aud either or any 01 them dies, the
(a) a security, created and issued, whether before or more P ■’ JT . payable to the survivor or. survivors 0f

after the commencement of this Act, by the Central ‘security "^-S^g-r^tat.ivc of the deceased 0r * 
Government for the purpose of raising a public loan, and those persons oi to ttk, p . ^
‘^V^^StiSglliSaSr*. bo.t..r nothing non,ninod injhie^ectioo
the Bank ; or affect any cl im which any representativo of a deceased

(ii) a promissory note'payable to order ; or person may have against the survivors or survivors under
[Hi) a bearer bond payable to bear t ; or ^ -n reSpeufc of any security to which this section applies.
(tv) a form prescribed in this behalf; Exola-iaiion—Fjr the purposes of this section a body

(&) any other security created and issued by the jncorp0rafce.d under the Indian Companies Act, 1913 (VII 
Central Government in such form and for such of the 0f 1913), or the Cooperative Societies. Act, 1912 (II 0f 
purposes of this Act as may be prescribed ; , 3:9}9.) or any other enactment for the time being in force

(3) “ prescribed ” means prescribed by rules made Aether wiDhin or without British India, relating to the
under this Act ; incorporation of associations of individuals, shall be

(4) “ promissory note ” includes a treasury bill. deemed to die when it is dissolved.
3. Transfer of Government sesurities—(1) Subject to the g summary procedure on death of holder of Qovsrrcmerit

provisions of section 5, a transfer of a Government security not exceeding .-five thousand (rupees face value— *
shall be made only in the manner prescribed ior the Notwithstanding anything contained in 'section 7, if within * 
making of transfers of securities of toe class to winch it montha of the death of a person who was the holder of 
belongs, and no transfer of a Government security made ^ GoVemment security or securities the face value of 
after the commencement of this Act shall be valid if— which does not in the aggregate exceed five thousand

{a) it does not purport to convey the full title to the rupees, probate of his will or letters of administration of 
security, or f his estate or a succession certificate issued under Part X of

(b) it is of such a nature as to affect the manner in the Indian Succession Act, 1925 (XXXIX of 1925), is nob 
which the security was expressed by the Central Govern- produced to the Bank, the Bank may determine who is the 
ment to be held.

t
40

person entitled to the security or securities, or to administer 
(2) N thing in this section shall affect any order made the estate of the deceased and may make an order vesting 

* by the Bank under this Act, or any order made by a Court the sec rity or securities in-the person so determined.
-10. Government securities not exceeding ffive thousandupon the Bank.

4. Transferor of Government securities not liable for rupees face value belonging to minor or insane person—When
amount thereof—Notwithstanding anything contained in a Government security or securities belong to a minor or a 
the Negotiable Instruments Act, 1881 (XXVI of 1881), person who is insane and incapable of managing his affairs 
a person hall not, by reason only of his having trm Terred and the fo*o value of the security or securities does not 
a Govern me it security, be liabi 1 to pay any money due in tno aggregate exceed five thousand rupees, the Bank 
either as nrineipa! or as interest- thereuad. ?r. may make such order as it thinks fit for th‘e vesting, of

5. Holding 0? C iverameflt securities by holders Of public such security or securities in such person as it considers
represents the minor or insane person.

11. Issue 0? dinlhafe securities a-sd of new securities on
offices—(:} In the case of any public office to which the 
Central Government may, bv notification in the official
Gaz-.-tte, declare this sub-.s ction to apply, a Government conversion, consolidation, subdivision or reiievyal— (1; If 
security in the form of stock or of a promissory nolo may the pars rn entitled 10 a Government security, applies to 
be hc-ld in the name of the office. * the Back alleging that the security has been lost, stolen or

(2) When a Government se* urily is so held, it shall be destroyed, or has been defaced or mutilated, the Bank 
deemed to ;^e transferred without any or further endorse- r^iay- on proof to its satisfaction of the* loss, theft, destruc- 
ment or transfer d- ed hr un »-a h holder of th « office to the tion, defacement or mutilation of the security, subject to 
succeeding holder of the office 0:1 and from the date on such conditions and on payment of such fees as may be
wh,oih«M' ijitVr *ak,’J8 Cha^:.0f the prescribed, order the issu* of a duplicate security payable -

(3) When th<- holder of the offic ; transfers to a party to the applicant
not being his success >r in office a Government security so (2j If the person entitled to'a Government. securitfjT 
ae d. toe transfer shall be made by the signature of tbe apphes to the Bank to have the security converted into I 
holier iff tho office and the name of the office in the security of another form 
manner and 
section 3.

subject to ih« conditions laid down in connection with another loan ‘ or‘to haw TmirioIiSted

(4) This section applies .sv.ll to an office of which have it renewed, theBarb!: may* subiect to ^T ’̂dHorw

SS KSKSSSt*b":’h" “,0 ““ffi” «^SffttsSi «* “ »* 5* 1™=^, ^
6. fdstise Of trust not nesivabls-(1) No notice of any securities. 16 1SS,,e 01 a UQW secunty or

trust in respect of any Government security shall be (3) The person to whom a Hunlinot _aWreceivable by the Central Government, nor shall the security isIssued under t°ris secS shap'f ,ThI
Central Government be bound by any such notice even purposes of section 19 to have hr en h • deemed for the 
tnough expressly given, nor shall the Central Government as the holder of the security bc®n ^cognised oy tue Bank 
be reg .rued as a trustee in respect of any Government new security so issued to L“ duplicate security or 
security. ' constitute a new co.ntrit P f['n ^hali be deemed “

(2) Without prejudice to the provisions of sub-section (I) and such pe-son a id all Vle 9enferal Government
tnc Banu may, as an a.-t of grace and without any liability through him. ' ‘ P SJns “onvmg title thereafter
to the Bank or to the Central Government, record in its 12. Summa*V , .
books such directions by the hoi 1 r of stock for" the Qov5rnmir,t s4ri«,?aik 0? a!,?, 
payment of interest on, or of the maturity value of or the of opinion that a doubt y °J *,«.W,i*-(L) rt the B mk is 
tnins..-r of. or such other matters rela ing to, tho block as rneilt s.*curitv it • L V to the to a Govern-
the .Bank thinks fit. ° as who shah fo/ihe T y pmfed to determine the person

(2j 1 he Bank vh.-.u ,
claimant of whom 1 ■ c notice in writing to e?-on^ i'll ether JlaiiTs imUhe ’ 8tatin« lhe Jia,n6S °r
the Bank by whom thr { ^ t L.e wnen and the officer ot 
made. f * thc ^^termination of the Bank will be

rf ??wSi5 tSUe a security of
dBc„a. d soL tiold^ may rjcagdisid by the
Subject to the prorisio.us of sect.o.i 9 t.;e executors or 
adiui ms .rai ors of a deceased sole holder of a Go^e-nr' nr 

. gecurny and the holier of a succe, .ioa certificate
[vv^iy riV?1 )Uuv r\ilaa *iuc ;-;>si Act,

# (AA-viA -d Iw2o», shall be the mly 
recog. kised by the .Bank 
ni'.-nt security.

a

1925
. p ranis who maybe 

havi'*g -ay title to the Gov
mitut of tbu remltof tglV° in,,l'iC°’n writiafr to each clai- 

(4) On the exnirv .V ' d^, rii?ina«^ so made
notices referred to Lsuh-sS^^e^^8"3 °f ^

a; orn-

makomay
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"Sr rsi'^rTc'0”"^ *? ^ >»in(o,t,t thereon Ul« “'“'"‘J impale!
{b) apply to the Court to have the security transferred to 

the Official Trustees appointed for the Province in which 
such Court is situated, pending the disposal of the proceed
ings before the Court.

21. Cancellation by 'die Bank o* vesting proceedings—
Where the Bank contemplates making an order under this 
Act vesting a Government security in any person the 
Bank may, at any' time before the order is made, cancel 
any proceedings already taken for that purpose and may, 
on such cancellation, proceed anew to the making of such 
order.

^3. Law Mpli-able in regard to Government securiffes-
thafc * matter of eonveuienoe th« 

a ' P1 Government may have arranged for payments on 
Brbv fT -^cur’fcy to bo made eUewheio than in 
f’nv <fa’ the r'shtis of a!i P6rsous in relation to 
government securities shall be determined in connection 
^ ttl! all .such questions as are dealt, with bv this Act by 
th5jay d m the Courts of British India/ *

M. Liesordhig of evidence—(1) For the propose of
making any order which it is empowered to make under 22. Discharge in respect of interest on Government 
msAct, the Bank may -request a District Magistrate or in seCUrities —Save as otherwise expressly provided in the 

an India,n State the Political Agent to record or to have terms °f a Government security, no person shall be entitled 
recorded the whole or any part of such evidence as any claim interest on such security in respect of any period 
person whose evidence the. Bank requires may produce ^as lapsed after the earliest date on which demand
A District Magistrate so requested may himself record or C0ldd kave been made for the pay neat of the amount due 
may direct any Magistrate of the first class subordinate to on such *>eurity.
him or any Magistrate of the second class subordinate to 23. Discharge in respect 0? bearer bonds—The Central 

nn^ and empowered in this behalf by general or special Government shall bo discharged from all liability 
order of the Provin ial Government to record the a bearer bond or on any interest coupon of such a bond on 
eV/9?n-^C ’ shall forward a copy thereof to the Bank. payment to the holder of such bond or coupon on prosenta- 

( ) For ube purpose of making a vesting order under tion on or after the date when it becomes due of the amount 
this Act, the Bank may dire -t one of its officers to record expressed therein, unless before such payment an order of 

^the evidence of any person whose evident© the Bank a Court in British India has been served on the Central 
requires or may receive evidence upon affidavit. Government restraining it from making payment.

(3) A Magistrate or an officer of the Bank acting in 24. Period of limitation of Central Government's liability 
pursua ice ot t.ns sec ion may aaminister an oath to any in respect 0? Government securities—Where- no shorter 
WI-affGSia eJtammeC^ V L‘im* . . . period of limitation is fixed by any law for the time being
„ Ob payments and registration of traits- in force, the liability of ihe Central Government in respect
rers pending ths making O? a vesting order—-Where the of a Government security and of any interest payment due 
.Bani: contemplates making an order under this Act to vest on it shall terminate on the expiry of twelve years from 
a Government security in any -person, the Bank may ‘the date, on which the amount duo on thTT^mty or due 
suspend payment of interest on or the maturity value of • bv way of interest on the security, as the case may be 
the security or postpone the making of any order under became payable, 
section T1 or the. registration of any transfer «if the security 
until the vesting order has been made.

16- Pav/er of Bank So require bonds—(1) Before making 
any order which it is empowered to make under this Act, 
the Bank may require the p< rson in whose favour the 
order is to be made to execute a bond with one or more

1
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25. BriSpecfioft Of documents—Ho person shall be entitled 
to inspect, or to receive information derived from any 
Government security i t the possession or custody of the 
Central Government or from any book, register; or ocher 
docum nt kept or' maintained by or on behalf of the 
Central Government in relation to Government securities 
or any Government security, save in such circumstances 
and manner and subject to -such conditions as may be 
prescribed.

sureties in such form an may be prescribed or to furnish 
security not exceeding * twice the vaiue of the subject- 
matter of the order, to-be held at the disposal of the Bank, 
to pay to the B «nk or any person to whom the Bank may 
assign the bond or security in furtherance of sub-section (2) 2©* Buie Bunk snc; its ©julsSiTo *0 ii© p&s&Eic
the amount thereof ‘ Officers—For the -purposes of section .124 of the Indian

(2) A Court before which a, claim in respect of the Evidence Act, 1872 (I of 1872), the provisions of Part IV 
subject-matter of any such order is established may' order of-the Code of Civil Procedure, 1908 (V of 1808), relating 
the-bond or security to be assigned to the successful to suits by or against public officers m their official
Claimant who shall thereupon he entitled, to enforce the capacity and the provisions of rule 27 of Order V, and
bond or realise the security to the extent of such claim. rule o2 of Order XXI ol the said Code, tne Bans and any

officer or the Brink acting m his capacity as sucii seal! be
deemed to be a public officer.17. Publication of notices is official Gazette—Any notice 

required to be given by the Bank under this . Act may be 
served by post, but every such notice shall also bo pub- 

- by tli© Bank in the official Gazette, and on such 
publication shall be deemed to have been delivered to ail 

for whom it is intended.

27. Penalty—(t) If any person, for the purpose of 
obtaining for iiim. elf or for any other person any title to 
a Government security, makes to any authority under this 
Act in any application made under this Act or in the course 

. -p , of any inquiry undertaken in pursuance of this Ac" any 
18. @SO?£ Of vesting ordsr Ail order made by the an t giatoment which is false and ’which he either knows to be 

under t'ds Act may confer the full title to a Government 
security or may confer a title only to the accrued and 

the security pending a further order

persons

false or does not believe-to be true, he shall be puuishable 
with imprisonment for a term which may extend to six 
months, or with fine or with both.

(2) No court shall take cognisance of any offence under 
sub- ection (1) except on the complaint of the Bank.

28. Power to make Hiles—(I) The Central Government 
may, subject to the condition of previous publication, by 
notification in the official Gazette, make rules to carry out 
the purposes of this Act.

(2) In particular and without prejudice to the generality 
of ther foregoing powo - such rules may provide for all or 
any of the following matters, namely :—

(a) the forms i i which Government securities may be

accruing interest 
vesting the full title.

iS Lera! effect of orders made by the No recog
nition by’tbe Bank of a person as the holder of a Govern- 
mont security, and no order made by the Bank under this 
Act shall be called in question by any Court so far as such 
recognition or order affects' the relations of the Central 
Government or the Bank with the porso i recognised by the 
Bank as the holder ol a Government security or with any 
port, ,n claiming an interest in such security: and any such 
recognition by the Bank, of any person or any order by the 
recj , nt security in any person shall
Bank v-.»s .ing a ov * on a title to the security {b) the form of the obligations referred to in clause (iv)
subject onlv to a p.' rsonal liability to the rightful owner of 0f sub-clause jot ofeiaus.. (2) «>f section 2 ; 
tV J ecuiity for mo .ey had and *ec ivecl on his account. (C) the co tditions subject to wmcLv Government securi-

lG S ' , ' rWorortinfre nn off Court—Where th<> tics may bo issued to the rulers of Indian States ;
making with refon*nee to any Govern- (d) the. manner in which different forms of Government

Bank cOn ^ which - it is empowered to make securities'may be transfer! e.l; &
ment security any the ordcr js ;nado the Bank (e) the holding of Government securities in the form of
under this Acts ' jnflia ail order to stay the stock by the holde rs of office other « ha i pul,lie offices, and
recmv. s from a Co either— the ma ner in which and the conditions subject to which
making of such or or - witll a/iv ffite cat imp ud Government securities so held may bo transferred ;

(a) h > ‘iw^n until the further orders of tne Court (/) the manner in wht h payment of interest in respect *
urns thereon until ohe 0f Government Securities is to be made and acknowledged ;

received, or

on

issued;

or acer
are

!
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------------ • the grant of duplicate, *UBPc“io" at anyreneM“SSS subdivided Govern- this Act> unlc88 there is anyt* ’

m°nt(A.)“ees to be paid re?M^0jS "SuK ””“s ^auntie* in whi£

cate Government securities and of t*e re ities ; (a) appro m01ipy under clause (a) .clause (6)

ZSSSZXX SK&^ Um„te ^.. “f U* ■ *• ““pSng - ~<^*rsi!irra.-ssort
, SS 5 SS -S'— —-*— - .Slff?. pLoiTwhofrom J?ZS >■ »»*«' “ "*• “(flScJl * "d"

■” TSSttfSSSU referred «o i«

”f7«Sr“£^,"=i^oh,eiS . per.o», *. or

securities books, registers and other documents may be /) the management of the whole affairs of
allowed or information therefrom may be given under P ^ virtue of an agreement with the company,anomu /_ iu control and direction of the directors

In) the procedure to be followed in making vesting £ d ^ .fany> otherwise provided for L.
, the agreement and includes any person, firm or companyon ACt x of 1920 not to apply to Government securities =h p;,sition by whatever name called ;

The LiSan Securities Act. 192n (X of 192u) shal cease to a person occupying the position of
apply to Government securities to which this * ■ ent caus himself manager or managing director,
and to all matters for which provision is made by this Act. ^ ^ , “ev.ertheless be regarded as managing agent for the

to £ Govt, of India P-poses.of this Act

orders. !.nr

(g) “ prescribed ” means prescried by rules made under 
this Act ;

No. 4611-Com.—The following Bill vritla Statement of (A) “ registrar ” has the same meaning as in clause (15)
Objects and Reasons as introduced in the Central Legis- of sub-section (1) of section 2 of the Indian Companies Act 
lative Assembly is republished for general information. 1913 (VII of 1913) ;
Any per.on or public body d: siring to submit an opinion (i) “ Reserve Bank ” means the Reserve Bank of India *
on tk«: Bill should do so before the 25th of January 1945 (j) “ scheduled bank ” means a bank for the time being
through the Provincial Government only and that any included in the Second Schedule to the Reserve Bank f 
opinion thereon which is submitted direct to the Cemral India Act, 1934 (II of 1934).
L-giJative Assembly Dpartment or to any other Depart
ment of the Government of India will not b • accepted.

By order of the Governor 
J. E. MAHER

The 11th December 1944

PART II
Business of Banking Companies 

6. Forms o? business in which banking companies may 
engage—(I) In addition to the business of banking, 
a banking company may engage in any one or more of 
the following forms of busine ss, namely :—

(a) the borrowing, raising or taking up of money ; the 
. lending or advancing of money either upon or withoutto consolidate and amend the law relating to banking security; the drawing, making, accepting, discounting,

companies , buying, selling, collecting and dealing in bills of exchange,
Whereas it h expedient to consolidate ana ament a. hoondees. promissory notes, coupons, drafts, bills of lading,

law ivLitlig to banki.tg comp vui s ; railway receipts, warrants, debentures, certificates, scrips
It is hereby enaoted as loliows : and other instruments, and securities whether transferable

PART I or negotiable or not; the granting and issuing of letters of
Preliminary credit, travellers cheques and circular notes ; the buying,

1 Short title extent ard commencement—(1) This Act selling and dealing in bullion and specie ; the buying ajrffv 
may be called the Ba.iking Companies’ Act, 1945. selling of foreign exchange including foreign bank notes';

(2) It extends to the whole of British I.idia. * the acq irmg, holding, issuing on commission, underwriting
13) It shall come into force on such date as the Central ami dealing in stock, funds, shares, debentures, debenture 

Government.may, bv notification in the official Gazette, stock, bonds, obligations, securities and investments of all
ai)poj tin this behalf. kinds ; the purchasing and selling of bonds, scrips or other4 2. Application of other laws net barred—The provisions forms of securities on behalf of cons ituents or others, the 

of this Act shall b- i. i audition to, and not, save as herein- negotiating of loans and advances ; the receiving of all 
after ( xpn ssly p”Ovid« d, in derogation of, the Indian kinds oi bonds, scrips or valuables on deposit, or for safe 
Companies Act. 1913 (VII of 1913), and any other law for custody or otherwise’; the collecting and transmitting of 
the time being in fore. . l f XT . money and securities ;

3. Act not to apply to Gc-op-crative banks .Nothing in (o) acting as agents for Governments
this Act shall apply v> a. co-operative bank r.-gisfcered or for any other person or persons ; the carding on of 
under the Co-operative S.ci- i b Act. 191 - (II of 1912), ot agency business of any description other than the business 
any other law for the lima b-ing in force in British India of a managing agent of a comnany including the power to 
refaii.gto Co-operative Soci-.ies. aot as attorneys and to give discharges and receipts ;

4. Power to susperd operation of Act—(I) The Central (c) contracting for public and private loans and negotia- 
Gov^rnim-nt, if on a r presentation made by th -Reserve ting and issuing the same •
Bank in this b. half it is satiVfi d. that it R expedient so to (d) the promoting, effecting, insuring guaranteeing,
do, may by notification m the ofiScial Gaz.-ite su pend for underwriting participating in managing and canting out
such pm.>d, not exc-drog sixty oays as may be specified of any issue, public or private, of State, Municipal or other
in the n .Mfioawon, tn« oinrati-n of all or any of the provi- loans or of shares, stock, debentures or d< bentnre stock of 
sions of this Act, either generally or m relation to any any company, corporation ®or X
sp,- eified banking company. of money for the purpose of anv JrK

(2) In n case, of sp cial emergency, the Governor of the (e) carrying on and transacting h ’
Reserve Bank, *>r in his ab.enee a Deputy Governor of and indemnity business • *
the R..s. rve Bank nominated 1 y him in this behalf, may If) nromotinrr nr ■- . .
in like manner exercise the powers of the Central Govern- financing any busin - Vnnd* 1 af?,8tm8 in promoting 
ment under sub-section (1), and where he does so, ho shall existing’or new and d.’.v*lJ!i “H"8 ?r mdu try’ eiker 
report the matter to the Central Government forthwith. through the instrumentnii*f °r ^?rmin8 tlie same eit

(,’{) The Central G..v< r:.m-nt may, by notification in the (g) acquisition bv nnrV of sy.ndlt'ates or otherwise ! 
offieLll Gazette, extend from to time the period of any otherwise of any p JpJrty S^Vable or movabto and »»5

Secretary to Government
A

or local authorities

ry kind of guaranteeevi-
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sary or convenient to af.nil: hc comPany may think neces- 10. Prohibition c? employment of managing agents an*3 
in the opinion of the f.nm° °r • aocluisit'on .of which restrictions on certain forms of employmemt—No banking
realisation of anv spenrir Pai!**ij1Si. 1 the company, whether incorporated in or outside Briti-h India?
prevent or dhni iiqh -nxr 103 ? , tbl' comPany or to which carries on busi.iess in British India, shah after the

(h) maj.acTing ’sei]i"(r^,a?^<,ilrCI?dod /.oss or lability; j . 30th day of June 1946 employ, or be managed "by,
and immovable’whiohn-mxr ^ ' l*!n8 il}} property movable a managing agent, or any person whose remuneration or
company in sntiyfW^ ^ **>mo jnto the possession of the part of whose remuneration trikes the form of commission
claims ; batlsfa9tl0* or part satisfaction of any of its

:

'1

or of a share in the profits of the company, or whose
a-cauirna'-\nH Vi^ir , remuneration is on a scale disproportionate according i

property a d anv h<-}^C and 8ene,‘aBy dealing with any to the normal standards prevailing in banking business to
movable or immovable/ /• u°r *n any property the resources of the company, or any person having *
for anv loans nr tdvro waicb ^.Y *orm Par^ °f tho security a contract' with the company for its management for
any such security G8 °r"Whlch ma-y be °°nnected with a period exceeding five years at any one time : ~ J

(i) unrifrtnlrinrr an/i ,. Provided that the said period of five years shall, in r
Uc) underi sl +v exec^mS trusts ; relation to contracts subsisting on the 1st day of July 1944

eompuied From that date:
(l) taking nr n+h • wlse ’ . . Provided luruher that any contract with the company

anv other enmnom, ®rWise acquiring and holding shares in lor its management may be renewed or extended for 
company • P° ^ -aving objects similar to those of the a further period not exceeding five years at a time if and so 

(ml j' . often as the directors think fit.
estahiwh™^. * lngA and supporting or aiding in the 11. RostriciioriS on commencement of business ard cordi- 
r . ' 1 ‘ , support of associations, institutions, lions for carrying on business—(I) Notwithstand.ng a.ny-
emnln arKl C(;nvoniences calculated to benefit thing contained in section 103 of the Indian Companies
dpntQ °r e^emP%ecs oT the company or the depen- Act, 1913 (VII of 1913), no banking company in existence 
and °r connections of such persons ; granting . pensions oa the 1st day of January 1945 shall after the expiry of 

a owances and making paym nts towards insurance ; two years from thfe commencement of this- Act cary’on . 
su sen mg to or guaranteeing moneys for charitable or business in British. India, and no other banning company 

enuvolent objects or for any exhibition or for any public, shall afot-r the commencement of this Act 
general or useful object; carry on business in British India, unless it has a paid-up

(n) the acquisition, construction, maintenance and capital and reserve—
alteration o( any building or works necessary or convenient (i) of not less than twenty lakhs of rupees,/ if it has
lor the purposes of the company ; a place of busin, ss in India outside the province in which

(o) selling, improving, managing, developing exchang- it has its principal place of business or if it has its principal 
ing, leasing, mortgaging, disposing of or turning into place of business elsewhere in India tha& in British 
account or otherwise dealing whh all or any part of the India-, or
property and rights of the company ; (ii) in a case to-which clause (i) does not apply, of not

(p) acquiring and undertaking the whole or any part less than— 
of the business of any person or company, when such (a) five lakhs of rupees in respect of a place of bust- 
business is of ft- nature enumerated or described, in this ness at Bombay or Calcutta, plus
section; (6) two lakhs of rupess in respect of each town (other

(#) jioing all such other things as are incidental or than Bombay and Calcutta) having a population of over 
conducive to .the promotion or advancement of the business 100,000 in which it has a place of business, plus 
of the company ; (c) ten thousand rupees in respect of each place of

(rj any other form of business which the Central, business elsewhere :
Government may by notification in the official Cazctte Provided that in the case of a banking company to 

* specify as a form of business in which it is lawful for which only sub-clause (c) of clause (ii) is applicable the 
a banking company to engage. mi.imum amount of paid-up capital and reserve for the

• (2) No backing company whether incorporated in or ^ purposes of this sub-section shall be one lakh of rupr.es :
out side British India shall engage in any form of business' Provided further that no banking company shall be 
other than those referred to in sub-section (I). requir-d to have paid-up capital and reserve exceeding

7 Use of words “bank”, “ banker ”, “banking”—, twenty lakhs of rupees, 
m Afte«- the expiry of two years from the commencement (2) A banking company incorporated elsewhere than in 
of this Act no company shall carry on tho business of British India or the United Kingdom shall be deemed to 
hanking inBritish India unless it uses as part of its name at have complied with '.he provisions of sub-section (I) only 
least one of (he words “ bank ”, “ banker ” or “ banking if it keeps depo it. d with the Reserve Bank an amount

... , r .. _0T..0 not loss than the minimum amount of paid-up capital and
^yj (2) Every company which uses as par o ‘ reserve required in its case under that«sub-section cither in

under which it carries on business any o ae w cash or in unencumbered approved securities or partly
« bank ”, “ banker ” or “ banking ’ shall be deemed to bo ^ ;nd , in snch securities.

•a. banking, company and snail be subject to e pr i •> (J) No banking company, whether incorporated in or
of this Act as such. outside British India, if incorporated on or after the 15th

8 proktibi'^N of trading—Notwithstanding anything day of January 1937, shall after the 30. h day of June 1946 
ntained iii section 6 or in any contract, lVnbanki'ng carry on business in British India unless it satisfies the

C° snail directly or indirectly deal in the buying or following'conditions, namely:—
bartering of goods, or engage in any trade, or buy (a) that the subscribed capital of the company is not 

articles of merchandise for jess than half the authorised capital, and the paid-up 
. capital is ;iot less than half the subscribed capital, and

others . ^ ^ gec-on not apply to any such (&) that the capital of tho company consists of ordinary
1 roviae • -which was in the course of being siiares oniy} 0r ordinary shares and such preference shares

business as co.<> ^ j,anua..y 1945, so however a3 inay have hcen issued before the 1st day of July 1944
^ftho'said bx n. ^ shall bo complet d'befyo the expiry onty, and 
of one> arlrom tho commencemout of this A*

Explanation.-Ttu. expression “ goods ’ m tins section, 
does not include stocks and shares.

(i)

\

*

commence ur

\
)

company s 
selling or .
or sell or barter goods or

(c) that the voting rights of all shareholders are strictly 
proportionate to the contribution made by the shareholder, 
whether a preference shareholder or an ordinary share
holder, to the paid-up capital of the company.

12/ Prohibition of charge cm unpaid capital—No banking 
company shall create any charge upon any unpaid capital 
of tho company, and any such charge shall be invalid.

9. Disposal of n0!;'Jua8n^nSui “Sy ISnnsaincktl”u 

companl acqui.es or h ‘ q . banking business, being 
• of its claims m the cou^ ' ‘ { not lawful under section

shall dispose of such as3( .8 ' * P cJl as^eis or
from tli . date of f ^^ Act.^ckUer
the commencement) oi tnis :n anv p

Provided tba tho Reserve - ^ k ,1 - riod „ot exceeding
case extend the said p rmd vy 1 ..-tisfied that such capita-. , .
three years as it thinks fit where « ^ 0f the .14.^ Cash reserve-Every banking company not being a
extension would be in the interest ot tho aepo. scheduled bank snail maintain by way of cash reserve in
banking company.

13. Reserve ?U~d—E/ery banking company not being a 
scheduled ba.ik shall maintain- a reserve fund, and shall, 
out of the declared profits of each year and before any 

is later • dividend is decl .red, transfer a sum equivalent to not less
' articular than twenty per een< of such profits to the reserve fund 

until the amount of the said fund is equal to the paid-up

■riod of seven years 
from
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Scribed form and manner of such asse ts 
cash a sum equivalent to at least one and a half per cent return in tue , e c|0se of the last working day oi the
of its time liabilities and five per cent, of its demand and ^abilities r
liabilities and shall file with the Reserve Bank before the previous ^ ^nose* 0f this section assets in British 
tenth day of every month three copies of a statement ot (o) tor he r include such promissory notes,
the amoti-it so hold on the Friday of each week oi the India shall ' , securities as the Reserve Bank is '
preceding month with particulars of its time and demand bills or exc ang ^ ^ ^ ^ j ldja Act, 1934 (II of 1934), 
liabilities on each such Friday. . under the g*&th ‘ discount or make advances against,

15- Restriction on nature of subsidiary companies— empowered to pu i India and expressed in such
(1) A banking company shall not form any subsidiary <ftid export bi Bank may from time to time
company except a subsidiary company formed for one or currencies as the 
more of the following purposes, namely, the undertaking approve in this te *a ^
and executing of trusts, the undertaki tg” of the administra- 20. Monthly returns and information regarain^ aavances 
tion of estates as executor, trustee or otherwise, or such arL(j investm3nts—(I) Evfery banking company s all boloro 
other purpose-, set out in section 6 as are incidental to the ciose 0f the month succeeding that to which it relates
busi ness of banking. submit to the R sirve Baiik a return in the prescribed

(2) Save as provided in sub-section (I), a banking form and manner showing its assets' and liabilities in 
company shall not hold shares in any company whether as British India as at the close of business on the last Friday 
pledges, mortgagee or absolute owner of an amount exceed- 0f UVery month or if that Friday is a public holiday 
ing forty per cent of the issued and subscribed share capital under the Negotiable Instruments Act, 1S8I (XVI of 1881), 
of that company : at the close of business on the preceding working day.

Provided that nothing in this sub-section shall apply to (#) The Reserve Bank may call for information every 
shares held by a banking company befure the 15th day of half-year regarding the classification of advances and 
January I 37. investments of banking companies in respect of industry,

16. Restrictions on leans and advances—Notwithstanding commerce and agriculture. * • 
anything to the contrary contained in ,section 54A of the H(3) The Reserve Bank may publish the information so 
Indian Companies Act, 1913 (VII of 1913). no banking obtained from the returns under this section in such 
company shall make any loans or advances on the security consolidated form as it may think necessary.
of its own shares, or grant unsecured loans or advances to _ . _ . . .___, ™
its dire,tors or to firms or companies in .which it or any of «• «««•"> Of unclaimed depcs.Js-Every banking com-
its directors is interested as partner, director or managing P^fhall, mvhn tmrty days alter the close of each 

, calendar year, submit a return m the prescribed form and
17. Licensing of banking companies incorporated outside man:ier tcJthe Re®erve Bank as at the end of such calendar

British India or United Kingdom-'/; No company year of all accounts m Bntish India which have not been 
incorporated elsewhere than in British Lidia or the United °Perat?d upon for ten years, ginag particulars of the 
Kingdom which is not at the commencement of this Act deposits standing to the credit of each such account: 
carrying on the business of banking in British India shall c l ovideii that m the case of moneys dep >sited for a 
commen e such business, or op-n apy branch or office for Period the said term of ten years shall be° reckoned
the purpose of such business, in British India without tro™ the date of tae expiry of such fixed period, 
previously obtaining a licence from the Reserve Bunk. 22. ACC0U1U8 and Dai2.lC9 sheet (i) At the expiration

(2) Before granting any such licence, the Reserve Bank ?" 5>a<?n. calu iidar year every banking company incorporated
may require to oe satisfied that— 111 Briilsli India, ia respect of all business transacted by it,

(a) the company is incorporated ia a country, the and overy banking company incorporated outsider British
Government or law of which does not discriminate in any ™ ^ ^ .c^ carr*es un business in British India, in respect 
wav against banking companies registered in British India, a business transacted through its branches in British 
and India, shall prepare with reference to that year a balance

(b) the company complies with all the provisions of sheet and profit and loss account as on the last „
this Act applicable to banking companies incorporated °* ^be year in the Forms set out in the Schedule

near thereto as circumstances admit.
(3) Tiie Res rve Bunk may .cancel any licence granted (%) The balance sheet and profit and loss 

under this section on the breach of any condition required s,’gned
to be satisfied before the licence was granted, or if the . (a) *n case °f a banking company incorporated in 
company ceases to car^y on the business of banking in British India by the manager or the principal officer of the 
British India or goes into 1'quidation. company and where there are more than three directors

18. Maintenance Of a percentage of assets—(I) After the of the company, by at least three of those directors or
expiry of two years from the commencement of this Act, where there are not more than three directors, by ail the
every banking camp any shall maintdn in cash, gold or directors, and 
une .cumbered approved securities valued at a price not *Q the case of a banking company inoomora
exceeding the current market price an amount which shall outside British India, by the manager or agent of the ^ 
not at the dose of business on any day be- iess than principal office of the company in British India 
twenty-five per cent of the total of its time and demand ' (^) Notwithstanding that the balance nlWf- nf a 
liabilities in British India. company i> under sub-se tion (1) required to h » n \ * j

Explanation—For the purposes of this sec:ion liabilities in a form other than the form marked F in 
shall not include the paid-up capital or the reserve or any Schedule to-the Indian Companies Act 1913 /\/TT f lQi^f 
credit balance in the profit and loss aceou.it of the company the provisions of that Act relatino- to th K i ° 1 u '’ 
or the amount of any loan taken from the Reserve Bank. anci Pr°fit and loss account of a comnanv d U anCe Sh?et

{2) In computing the amount for the purposes of sub- as they are not inconsistent with this S+° u
section (I), the deposit required under s ub-section (2) of balance sheet or profit and loss acronnf < u apply to the 
section 11 to be made with the R. servo Ban5-; by a b anking °f a banking company, S til0 case may be,
company incorporated-elsewhere than in British India or 23. Audit— (7) The ’balance , ,
the United Kingdom and the b'alanc • requir d u.ider account prepared in accordance witha:?d Jl°ss
section 42 of the Reserve Bank of India Act. i Q3 4 (II of audited— se°klon 22 shall be
1934), to be maintained with the R< se: veBa.Jc by a W in the case of a hanking „
schedul ed bar k shall be deemed to be cash maintain *d. Brit sh India, by an audits ?!Tll)an-^ incorporated in

(3) For the purpose of securing compliance with tne ‘ section 141 of the In !b.n nJt 10l.L18 .a certlficate under 
provisions of this section, ov^ry banking c »mpany shall rn.t 19a3) entitling him t ' act m aACf 1913 ^VIt of 
later than two working days after the last d.,te to which (5) in the'case of a v* J; anclitor °t companies, and 
it relates, furnish to the Reserv e Ba:;k in ihe pr -scribed outside British I idia ^ com^an3r incorporated
form and manner a weekly return sh >win.' t .o liabilities of aforesaid, or by a person dulv^ Sj an auditor as 
the banking company at the close of each day of the we-k under the law 0f i hr* /«,. t qi.ialltI, to be an auditor 
to which it relates. ^ ' incorporated country m wnich the company is/

19. Assets in British Srdia-(f) At the h s-5 of the last (2) The auditor shall hn- th
working day of eacn calendar year the a--.se*s in British functions vested in and rliJha 3 P0vv?rs exercise the 
India of every banking company shall n-t be less than t0 the liabilities ’and w ■ du>ios and be subject
seventy-five per cent of its time and demand liabilities in companies by action lA Tif lmP?son, auditors of 
British India 1913 (VIINof 1913) Jndian Gompaniea Act

(2) Every banking company shall before tie 1st day of 24 .February in each year sulmit to the R. serve Bank a aheet ^T"to “L^ic^ fCC0"nts and balance
section 22 duly audited shall be

working 
or as

outside British India.
acooUiit shall
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returns t(fth ph £*',thereof shali ho furnished 
r,H f « the.Rfserve B*nk within three months from the 

1 nd of the period to which they refer :
. ^Provided that the Central Government may in any ease 
amnd the sand period.of three months for the furnishing

1 , 1 returns by a further period not exceeding three
months. °

as days from the receipt of the notice, and if the banking 
company fails so todo, the Reserve Bank shall apply to the 
Court for the winding up of the banking company.

PART III
Suspension of business and winding up of banking

-•
I
::
r
fCOMPANIES

30. Suspension of business—(7) The Court may on the 
. application of a banking company which is temporarily

company m any year furnishes its unable to meet its obligations make an order staying the
nrwioif nnnfii f ^counts m accordance • with the commencement or continuance of all actions and proceed- 
rpai^f-mr 1 GC 1?n ®ame time send to the ings against the company for a fixed period of time on such

reec<?Pies of such baiance sheet and accounts, terms and conditions as it shall think fit and nroper, and
‘ v C0Pies are so sent, it si.all not be may from time to time extend the period up to a total

, e®sary or °be company to file copies of the balance peripd not exceeding three months in all. 
s eeo an accounts with the registrar as required by (2) No such application shali be maintainable unless it is 
aU ^lmornrr r section 134 of the Indian Companies accompanied by a report of the Reserve Bank indicating 

c , 1*115 (VII or 1913), and such copies so sent shall be that in the opinion of the Reserve Bank the banking 
chargeable with the same fees and shall be dealt with in all company will be able to pay its debts if the application 
respects as if they were filed in accordance with that is granted :
section. ^ _ Provided that the Court may, for sufficient reasons, grant

26. Display Of audited' balance Sheet by companies relief under this section even if the application is not 
i^C&rporated outside British India—Everybanking company accompanied by such report.

, incorporated outside British India which carries on business 31. Winding up by Court— (7) Without prejudice to the 
jBritish India shall, not later than the first Monday in provisions coi/tained in section 162 or section 271 of the 

August of any year in which it carries on business in Indian Companies Act, 1913 (VII of 1913), and without 
British India, display in a conspicuous place in its principal prejudice to its powers under section 30, the Court shall 
office and in every branch office in "British India a copy order the winding up of a banking company if it is unable 
off its last audited balance sheet and profit and loss to pay its debts, and the Court shall also order the winding 
.account, and shall keep ,the copy so flisplayed until up of a banking company if the Reserve Bank, which is 
replaced, by a copy of the subsequent balance shoot and hereby authorised so to do., applies in this behalf to the 

V profit and loss account.
27. Accosting provisions of this Act not retrospective—

■25. Exemption from certain provisions of Act VBI of 1913
< —Woere a banking 

balance sheet and i* i
f
9I

4*;

1

l
. ] 

i
i
1
I
!

Court on either of the following grounds, namely :—
(a) that it appears from the results of an inspection

thing in this Act shali apply to the preparation of made under section 28 that the affairs of the company
| Recounts by a banking company and the audit and are being conducted to the detriment of the interest Of
i Sifibmission thereof in respect of any accounting year which its depositors, or

hMs expired prior to the commencement of this Act, and (6) that the company ha- failed to comply with the
n<4twithstanding the other provisions of this Act, such provisions of section 18 or section 19, and with a notice 

' aclcounts shall be prepared, audited and submitted in served upon it under sub-section (2) of section 29. 
accordance with the law in force immediately before the '{2) Without prejudice to the provisions contained in

section 163 of the Indian * Companies Act, 1913 (VII of
be unable

;

commencement of this Act.
28. Inspection—(l) Without prejudice to the provisions 1913)', a banking company shall be deemed to 

contained'Tn sections 137, 138 and 139 of the Indian Com- to pay its debts if it has refused to meet any lawful 
pa nies Act, 1913 (VII of 4913), the Central Government demand for payment made at any of its offices or branches 
ma y if it has any reason to believe that the interests of within two working days if such demand is made at 
the depositors of a banking company are in danger or that a place where there is an office, branch or agency of the 
a } banking company is unable to meet-its obligations or has Reserve Bank, or within four working days if such demand 

■ m.-ode default in complying with any of .the provisions of is made elsewhere, 
thi Act or that an offence under this Act has been or is (3) A copy of every application by the Reserve Bank 
lik dv to be committed by a banking company or any officer under sub-section (I) shall be sent by the Raserve Bank 
of i-aninnrr company or that it is otherwise desirable or to the registrar.

ab direct the Reserve Bank to inspect the banking 32. Reserve Bar.fc to be official iiquidater—Noiwith- 
„ hooks and accounts and make a report standing anything to the contrary contained „ m

mpan. , nelltral Government. section 175 of the Indian Companies Act, 1913 (VII of
3reon w a rep0rt under sub-section (1), the 1913), the Reserve Bank shall be appointed as the official
W Onrecep if it is satisfied from the report that liquidator in relation to the winding up by Court of .a

^ ntrff-G°nf a banking company are being conducted to banking company.
liSsp# ■' \ nf the interest of its depositors, may— • 33. Stay Of proceedings—Notwithstanding anything to

•fc&detnraent 01 ... prohibit the banking company tbe contrary contained in section 173 of the Indian
(«) by °rdlP h deposits, or Companies Act,, 1913 (VII of 1913), the Court shall not

from receiving tre* ■ _ 1 y ;g a scheduled bank, not- make any order staying the proceedings in relation to the
(b) if the 5 pontained in sub-section (6) of sec- winding up of a banking company, unless the Court is

withstanding a"yb, 0 Bank 0f India Act, 1934 (II of' satisfied that an arrangement has been made whereby the
tion 42 of the Keser _ the pffioial Gazette, direct the company can pay its depositors in full as their claims 
1934), by not?°a banking company from the Second accrue.
exclufiion 011 or . 35. Rsport Of liquidator—Notwithstanding anything to
Schedu10 t0 RoServc Bank to apply for the winding cpntrary contained in section 17/B of .the Indian

- (c) direct tn^ anyi or Companies Act, 1013 (VII of 1913), where a winding up
tlp 0f the ba. “ eGt of the banking company under more ordo* ig raa(je in respect of a banking company,. the official 

wotroing clauses!: liquidator shall submit a preliminary report to the Court
tM„„ one of tbe* ° Central Government may cancel or tw0 months from the date of the order giving the
1 provided that d under this sub-section upon such jnformation reqain-d by that ection so far as it is available

j;fv any „ „s it m y think fit to impose. to him to etiable i,he Court to order the payment of
m'“ c'and conditio nment may, after giving reasonable ^ pre|iminarv dividend if sufficient assets are available.

The Ce,ntral^e company, publish the report submit- ^ Power to dispense with meetings of creditors, etc.— 
to tbe banK Rank or" such portion ot it as may No1i withstanding anything to the contrary contained in 

a0, hv the R8serV® the Central Government. . sectiom 178A and 183 of the Indian Companies Act, 1913
ted D r n<’ces8ary/n If default is made in complying with yJI pf ,g13) the Court may in tb* proceedings for

i aPPf penalf*es^( /i this part, every director or other officer w|ndim' up a banki ig company dispense with any meetings
1 29'r,,iirenients knowingly and wilfully a party to creditors or contributories or with the appointment of
!i tbe'^ompany, Y iiable to a fine not exceeding five ^ committoe of inspection if it considers th it no object
1 0 defaalt Shal foi every day during which the default will ba loured thereby sufficient to justify the delay and

hundredI * . (.0 tho provisions of sub-section (1),
!Ufci wftlv>ut Prtiy fails to comply With the prow-

sio^S^T'* witha the said provisions within thirty

by D°;!, co^p 3’

\

nec jessary,
CO)

(d)

I
t

i
it
t

oxponso.
38. looked dswosstors’ oredils to b3 dsemed proved—

Notwithstanding anything to the contrary contained in 
section 191 of the Indian Companies Act. 1913 (VII of 
1913), the Court shall deem that the amount shown in the

r
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of giving effect to the provis
books of a banking company as standing to the credit of expedient for the purpose
the depositors concerned unl^ss^h^o^tiai^qu^iirtof shmvs °‘ (2)\n particular, and witiiout prejudice to thog0"' j 

that there is reason for doubting any particular entry. of the foregoing power, such rules may provi 
37. Restriction on vduntary wirding up-Notwithstand- details to be included m the'^halite submitifc 

ing anything to the contrary contained in section 2 )3 of and the manner m which such returi published
. thv Indian Companies Act, 1913 (VII of 1913); no banking (?) All rules made undr this section eh a bo Pj^. £ ° 

company may be voluntarily wound up unless the Reserve in the official Gazette and shall be sub] unde '
Bank cwtifi.s m writmg that the company is able to pay of previous publication, and the date to be p t
in full all its debts to its creditors as they accrue and clause (3) of section 23 of the General Clauses Aot, 189
without prejudice to the provisions contain, d in sections 218 * (X of 1897), shall not bo less than six months trom u. ,
and 22) of that Act, the Court shall, on the application date on which the draft of the proposed rulos wa.,-

published. T i
39. Amendment of section 17, Act 80 of 1So4—Ii 

Section 17 of the Reserve Bank of India Act, 1934, the- 
word “ and ’* at the end of ciauso (15) of section 17 shall 
be omitted, and after that clause the following clause shall 
be inserted, namely :—“ (15A) the performance of the functions of the^ Bank 
under the Banking Companies Act, 1915

43. Repeal of Part XA, Act ¥23 of 1913—All the prop
of the Indian .Companies A

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 able to meet such 
debts as. they accrue.

PART IV 
Miscellaneous

38. Power of Central Government to make rulss—
(I) The Central Government may, after consultation with 
the Reserve Bank, make rules consist ?nt with this Act to 
provide fur ail matters for w hich provision is necessary or

contained in Part XA 
1913 (VII of 1913), are hereby repealed.
sums

' . >•
THE SCHEDULE 

(See section 22) 
FORM A

Form of balance sheet

Bank, Ltd.
/Deoember....Balance sheet as at

CAPITAL AND LIABILITIES PROPERTY AND ASSETS
Rs. A. P. Rs. A. jpRs. A. P. Rs. A. P.

Capital (a) :

Authorised Capital 
Rs..\.eaeh.

Cash :
In hand and with Reserve Bank “ 

(including foreign currency notes). 
Balances with ether Banks (showing 
whether on deposit or.current account)

(i) In British India 
(ii) Outride British India

Shares of

Capital SharesIssued
Rs....each.

of

Subscribed Capital 
Rs.. . .each.

Shares of Money at Call and Short Notice 
Bills Discounted 
(Other than Treasury Bills of the 
Central and Provincial Governments) 

~(i) Payable in British India 
(ii) Payable outside British India

Investments (stating mode of valuation, 
e.gcost or market value)—
(i) Government of India and Trustee 

Securities including Treasury Bills 
of Government • of India and 
Provincial Governments.

(ii) Shares (showing separately shares 
fully paid up and partly paid up). 

(Hi) Debentures or Bonds ..
(iv) Immovable Properties
(v) Other Investments (to be specified) 

(vi) Gold ..

Amount called up at Rs
share.

Less call unpaid

per

Add forfeited shares

Reserve Fund (b) :
Reserve ftr Contingencies 

Deposits and other accounts :
Fixed Deposits 
Savings Bank Deposits 
Currant Accounts and Contingency 

(unadjusted) Accounts.

Due to other Banks, Agents etc.—
(*) in British India 

(ii) Outside British India ..
Loans, Advances, Cash Credits 

Overdrafts.
Less

AND

provision for had and doubtful 
debts)—
(i) British India 

(ii) Outside British India

Particulars :
(i) Secured. fstating the nature of 

security).
(ii Unsecured 
Bills payable

Bills for ColLeCion being bills receivable 
as per contra —
(i) Payable in British India 

(ii) Payable outside British India ..

Other liabilities (to be specified) (c) 
Acceptances, endor em- nts, guarantees 

for customers and other obligations 
p^r contra.

. Profit and loss :
Balance as p -r previous balance sheet 
Less appropriation thereof 
Balance brought forward 
Profit since last balance sheet 

Contingent Liabilities (d)

Particulars :
(i) Debts considered good in respect of 

which the bank is fully s cured.
(it) Debts considered good for which 

the bank holds no other security 
than the debtors* personal

or bad
security.

(Hi) Debts considered doubtful 
net provided for.

(iv) Debts due by directors o 
of the bank or officers 

or any of them either 
rally or jointly with any other 

persons.
(v) Dttbtsdm- by companies or firms in 

which the directors of the bank 
interested as directors, 

managing agents.

sev

are
partners or
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(vi) L o a n s including temporary
advances made at any time 
during the year to directors or 
managers of the company.

(vii) Total amount of loans including
temporary advances granted 
during the year to the companies 
or firms in which the directors of 
the bank are interested as 
directors, partners or managing 
agents.

(viii) Due from banks 
Bills for collection being bills receivable 

as per contra—
(i) Payable in British India

(ii) Payable outside British India

Acceptances endorsements, guarantees 
and other obligations per contra. 

Premises less depreciation (e)
Furniture and Fixtures less deprecia

tion (e).
Other Assets (to bo specified) (/) 
Non-Banking Assets acquired in satisfac

tion of claims.
Profit and loss

TotalTotal

NOTES
(a) Capital :—

(i) The various classes of capital, if any, should bo distinguished.
(ii) Shares issued as fully paid up pursuant to any contract without payments being received in cash should be stated separately.

* (Hi) Where circumstances permit, issued and subscribed capital and amount called up may be shown as one item, e.g., Issued and
Subscribed Capital.......... shares of Rs............ paid up.

(iv) In the case of banking companies incorporated outside British India, the amount of deposit maintained with the Reserve Bank 
under section 11(2) should be shown under this head ; the amount however should not be extended to the outer column.

(b) The reserve fund maintained by non-scheduled banks under section 13 of the Act should be shown separately.
(c) Under this heading must be included such items as the following, which must be shown under separate heading suitably described : 

pension or insurance funds, unclaimed dividends, advance payments and unexpired discounts, liabilities to subsidiary companies and any 
other liabilities.

(d) These should be classified under the following categories :—
(i) Claims against the banking company not acknowledged as debts.

(ii) Money for which the bank is contingently liable showing separately the amount of any guarantee given by the banking company
on behalf of directors or officers.

(in) Arrears of cumulative preference dividends.
(iv) Liability on Bills of Exchange rediscounted.
(v) Liability on account of outstanding Forward Exchange Contracts.

(e) In the case of fixed capital expenditure, the original cost, and additions thereto and deductions therefrom during the year should be 
J iated, as also the total depreciation written off. Where sums have been written off on a reduction of capital or revaluation of assets, 
Vvery balance sheet after the first balance sheet subsequent to the reduction or revaluation should show the reduced figures with the date and
Amount ofthe^roductOTi^d ^ included such items as the following, which must be shown under headings suitablygdesoribed: preliminary, 
formation and organisation expenses, development expenditure, commission and brokerage on shares, interest accrued on investments but not 
collected, investments in sharos of subsidiary companies and any other assets.
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FORM B
Form of Profit and Loss Account

Profit and Loss Account for the year ended......................
EXPENDITURE

I

December..........
INCOME

Interest, Discount, Exchange, Commission, 
etc. (less provision for bad and doubtful 
debts).

Contingencies, etc... -
Loss (if any)

Interest paid on deposits 
Salaries and Allowances 
Directors’ Fees and Allowances 
Provident Fund
Rent, Taxes, Insurance, Lighting, etc. 
Law Charges ..
Postages and Telegrams 
Auditors’ Fees ..
Depreciation on Bank’s Property 
Repairs to Bank’s Property .. 
Stationery, Printing, Advertisement, etc. 
Other Expenditure 
Balance of Profit ..

•>
* ■

I

I

Total Total

STATEMENT OF OBJECTS AND REASONS several new provisions designed to safeguard the interests
The provisions of Jaw relating to banking companies at of depositors and to ensure the development of banking in 

present form a subsidiary portion of the general law appli- India on sound lines. The main features of the Bill are_aa£; 
cable to companies and are contained in Part XA of the follows : - ***
Indian Companies Act, 1913. These provisions, which (£) A simple definition of banking with the object
were first introduced in 1936 and which have undergone limiting the scope of the legislation to institutions in wLc 
two subsequent modifications, have proved inadequate and the funds are deposited primarily to ensure their safety j 
difficult to administer. Moreover while the primary ready withdrawability;
objective of Companies Law is to safeguard the interest of (ii) Prescription of minimum capital standards ;
the stock-holder, that of banking legislation should be the (Hi) Prohibition of trading with a view to eliminating j,
protection of the interest's of the depositor. It has there- non-banking risks : j
fore been felt for some time that separate legislation was (iv) Inclusion in the scope of the legislation of bank8 r
necessary for the regulation of banking in India. This incorporated or registered outside British India ;
need has become the more insistent on account of the (v) Provision of an expeditious procedure for liquid*1'
considerable development that has taken place in recent tion ; 
years in banking, especially the rapid growth of banking i
resources and of the number of banks and branches. The the Reserve Bank when necessary :
enactment of a separate and more detailed Act has in (vii) Empowering the Central Government to tak0
consequence now become imperative. Regard must also action against banks conducting their affairs in a manner 
be had to the fact that the banking system is likely in the detrimental to the interests of the depositors ; 
post-war period to be more vulnerable by reason of the (viii) Prescription of a special form of balance ~ ;
great expansion, both quantitatively and relatively, that and conferring of powers on the Reserve Bank to call , 
has taken place in demand deposits, as compared with time periodical returns, 
deposits, during the war years.

2. The provisions of Part XA of the Indian Companies 
Act, which part will now be repealed, are incorporated in

a

(vi) Inspection of the books and accounts of a bank by

sbe0fc (':

RAISMA^A. J '/•
New Delhi

the Bill with certain modifications and the addition of Tie 14tli November 1944
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