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THE BANKING OOMPANIES (AMENDMENT) BILL, i04d.
ReporT 0¢ SELECT CoMMITTEE

We, the undersigned, members of the Select Committee, to which the Bill
to amend the Banking Companies Act, 1949, was referred, have considered
the Bill and have now the honour to submnit this our Report with the Bill as
amended by us annexed thereto.

Clauses 1 to 6.—Amendments ot a formul nature have been made in these
clauses.

Clause 6.—This olause has now become unnecessary and has been omitted,
the remamning clauses being renumbered accordingly.

Clause 8 (old clause 9).—In our opinion, amalgamation would be difficult if a
schemne in respect thereof has to receive the support of a majority of share-
holders representing two-thirds in value of the paid-up capital of each of the
bunking companies concerned, and we have, therefore, recast this clause in
conformity with the language employed in section 158 of the Indian Companies
Act, 1913. In order to ensure that the scheme of amalgamation is arrived at
after proper notice, we have modified sub-clause (2), so that full publicity is
given to notices calling for meetings.

In our opinion, the value of the shares of dissenting shareholders should be
fixed with the least possible delay and that it should be done by the Reserve
Bauk when sanctioning the scheme. To leave this matter to be settled by
negotiations in the first instanee might Jead to undesirable consequences in
certvin cases. |

We are also of opinion that a provision on the lines of section 158A(2) of
the Indian Companies Act, 1913, should be inserted in the Bill providing for
the sutomatic transfer of all properties and liabilities of the amalgamated
banking compuny to the transferee company. Otherwise, a scheme of
smalgamation, although sanctioned, may be unnecessarily delayed pending
sett.ement of minor details.

Clause 10 (old clause 11).—We have added two new clauses, namely, 46G and
45H, on the lines of sections 246 and 199 of the Indian Companies Act, 1918,
providing for the making of rules by High Courts for the purpose of regulating
proceedings before them and for the enforcement of orders passed by them.

2. The Bill was published in Part V of the Gasette of India, dated the 24th

December, 1949.
3. We think that the Bill has not been so altered as to require eiroulation,
and we recommend that it be passed as now amended.
JOHN MATTHAIL
B. L. SONDHI.
T. A. RAMALINGAM CHETTIAR,
M. THTIRUMALA RAO.
P. D. HIMATSINGKA.
JASPAT ROY KAPOOR.
8. M. GHOSE.
U. N. BARMAN.
U. SRINIVASA MALLAYYA.
M. ANANTHASAYANAM AYYANGAR.

NEw Dzuni;
The 16th February, 1950.



THE BANKING OOMPANIES (AMENDMENT) BILL, 1949.
[As AMENDED BY THE SELECT CoMMITTEE. |
(Words side-lined or under-lined indicate the amendments suggested by the

\ Committee,; asterisks indicate omissions.)
A
BILL
to amend the Banking Companies Act, 1949.
* " * * *

‘BE it enacted by Parliament as follows:—

1. Short title.—This Act may be called the Banking Companies (Amend-.
‘ment) Act, 1950,

2. Amendment of section 1, Act X of 1949.—In the Banking Companies
Act, 1949 (hereinafter referred to as the said Act), for sub-section (2) of section 1,
-the following shall be substituted, namely:—

“(2) 1t extends to the whole of India except the State of Jammu and
Kashmir’’,
3. Substitution of ‘‘outside India’’ for ‘‘elsewhere than in a State of

India", etc., in certain sections of Act X of 1949.—In the said Act, wherever an
expression mentioned in the first column of the Table hereinunder printed occurs,
* * ¥ unless that expression is expressly directed to be otherwise amended in this
Act, there shall be substituted therefor the expression set opposite to it in the
second column of that Table.

b
'y
f.

TABLE.
1 2
in a §tate of India
in any State of India .. .............. in India.

in the Btater of Tndia )

elsewhere than in a State of India outside India.
outside the States of India ~ J "~°°° 7

4. Amendment of section 8, Act X of 1949.—In section 8 of the said Act,
for the word ‘“State’’, the word ‘‘part’’ shall be substituted.

5. Amendment of section 5, Act X of 1049.—In section 5 of the said Act,
after clause (¢) of sub-section (1), the following clause shall be inserted,

namely:—

‘“(gg9) ‘India’ means the
extends;’’. -

* » States to which this Act
* " * * * ‘ ,
6. Amendment of section 28, Act X of 1949.—In section 28 of the said Act,

for the words ‘‘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’’, the following words shall be substituted, namely:—

“No banking company sha'l open a 1néw plade of busiheds i any part
of India or change, otherwise than within the same city, town or vllage,
the location 6f an existing place of business gituated in any part of India,
ind Ho Banking Gomipahy ircorporited in Indie éhall oven a new place
of bus'ness outside Inlia or change, otherwise than within the same city,
town or village in any country or area outside India, the location of an
existing place of business situated in that country or area without first
obtaining the prior permission in writing of the Reserve Bank:’'.

7. Amendment of section 25, Act X of 1949.—In section 25 of the said Act,

for o'ause (a) of sub-section (3), the following clause shall be substituted,
namely:—

‘(a) “‘assets in India’* shal be déemed to inc'ude export bills drawn
in, and import b'lls drawn on and pavable in, Tndia and expressed in such
currencies as the Reserve Bank may from time to time approve in this
bghalf apd a'so such secyrities as the Reserve Bank may approve in this
heha'f, Tidfwithstanding that all or any of the eaid blls or secutities are
hld olrthide 1ndia;’.

8. Tnsertion of new section 44A in Act X of 1049.—After section 44 of the
said Aoct, the fo''owing séction shall be inserted, namely:—

. ‘‘44A. Procedure for amalgamation of banking companies.—(1) Not-
withs_tnn‘ding anythilig containel in any law for the time being in fokce, no
Bifiking ’cgfhb'aﬂy shh!l be amnlgamated with ancther bankihg doriipuny,
unless 4 scheéte coritaiiting the ferms of such amalgnmation has been placed
fn drdft bétore the shareholders of each of the banking companies eoncerhed
deparately, and apprdved by a resolution passed by a majority in number
represent'ng two-thirds in value of the sharcholders of each of the said

companies, present either in person or by proxy at a meeting called for the
purpose. '

(2 Ngtice of every such meeting as is referred to in sub-section (1)
shall be given to every shareholder of each of the banking companies con-

rerned jn accordance with the relevant articles of association, indioating
the time, place and obiect of the meeting. and shall also be published
nt leact once a week for three consecutive weeks in not less than two
newspapers which girculate in the localitv or localities where the regfstered
offices of the banking companies concerned are situated, one of such

fﬂ'ﬁ“"'“re“ béing in o fahguage cofmonly understood in the locality or
Tncalities, :

(3) Anv shareholder, who hes voted against the scheme of amalgamation

at the meeting or has given notice i iti ;
otice in wri §
the comnany ting at or prior to the meetng to

the 1y concerned or to the presiding officer of the meeting that h

@'ssenta Trotn the Bcheme of amalgamation. shall be entitled, ‘in ihe eveni
:f_t]}:e- schemg being sanctioned by the Reserve Bank, to ‘claim from the
banking company concerned, in respect of the shares held by him i

| .('to.rﬂpany. the3r *  * value “as determined b; t}?e 'ﬁase;:]e th::{
‘;;}ﬂ ':11": dedi!npn of the Resditve Bank * * * ® # o to the value of
’ e Wares €6 e paid to the dissenting shureholder shall be final for all
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(#) It the schame of amalgametion is approved by the requisite majority
of shaveholders in accordante with the ptovisions of this section, it shall be
submitted to the Resetve Bank for sanction and shall, if sanct'oned by the
Reserve Bank by an order in writing passed in this behalf, be binding on
the banking companies cencerned and also on all the shareholders thereof.

(6) Where a scheme of amalgamation is sanctioned by the Reserve |
Bank under the provisions of this section, the Reserve Bank shall transmit
® copy of the order sanctioning the scheme to the registrar before whom the
banking eompunies concerned have been registered, and the registrar shall,
‘on receipt of any such order, strike off the name of the company (hereinafter
in this section referred to as the amalgamated banking company) which by
reason of the amalgamation wi'l cease to function.

(6) On the sanctioning of a scheme of amalgamation by the Reserve

& Bank, the property of the amalgamated banking company shall, by virtue of

the order of sanction, be transferred to and vest in, and the liabilities of the

gaid company shall, bi virtue of the said order be transferred to and become

the liabilities of, the banking company which under the scheme of amalga-

mation is to acquire the business of the amalgamated banking company,
rubject in all cases to the terms of the order sanctioning the scheme.”

0. Substitution of new section for section 45, Act X of 1949.—For section
45 of the said Act, the following section shall be substituted, namely:—

‘‘45. Restriction on compromise or arrangement between banking
company and creditors.—Notwithstanding anything contained in any law
for the time being in force, no court shall sanction a compromise or
drrangement ‘between a banking company and its creditors or any class
of them or between such company and its members or any class of them
unless the compromise or arrangement is certified by the Reserve Bank
af not being detrimental to the interests of the depositors of such com-
pany."’

10. Insertion of new Part ITIA in Act X of 1849.—In the =aid Act, after
Part 111, the following shall be inserted as Part IITA, namely:—

“PART TITA

SPECIAL PROVISIONS FOR SPEEDY DISPOSAL OF WINDING UP PROCEEDINGS

45A. Court defined.—In this Part and in Part III, ‘‘Court’”’ means the
High Court exercising jurisdiction in the place where the registered office of
the banking company which is being wound up is situated or, in the case
ol a banking cqmpany incorporated outside Indin which is being wound
up, where its principal place of business is situated, and notwithstanding
anything to the contrary contained in the Indian Companies Act, 1912 (VIT
of 1918), or in any notification, order or direction issued thereunder or in any
other law for the time being in force, no other court shall have jurisdiction
to emtertain any matter relating to or arising out of the winding up of a
banking company.
45B. Power of Court to decide all claims by or against banking com.
. DPohies.—(1) ‘Notwithstanding anything to the contrary contained in the
" Indfun Companies Act, 1918 (VIT of 1918), or in any other law for the time
beiig in force, the Coutt shall have full power to decide all elaims made by
or againt any banking vompany (including claims by or against any of
fte branches in India) and all questions of.priorities and all other ques-
tions whatsbever, whether of law or fact, which may relate to or arise in
the course of the winding up of the banking eompany coming within the
cogmisance of the Court.
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(%) There shall be a right of appeal from every order or decision made
under this section which, so. far as regards the Court expressing it, con-
olusively determ’nes the rights of the parties with respect to any matter in
controversy, and the Court may make rules prescribing the manner
in which and the conditions subject to which any such appeal may be filed
end heard.

(3) Bubject to the provisions of sub-section (2) and notwithstanding
anyth'ng contained in any other law for the time heing in force, every such
order or decision shall be final and binding for a'l purpases as batween, on
the one hand, the banking company and, on the other hand, all persons
who are parties thereto and all persons claiming through or under them or
any of them.

45C. Special provisions for punishing offences in relation to companies
teing wound up.—(1) Notwithstanding anything to the contrary contained in
the Indian Companies Act, 1918 (VII of 1918), the Code of Criminal
Procedure, 1898 (Aot V of 1898), or in any other law for the time being
in force, the Court may, if it thinks fit, take cognizance of and try in a
summary way any offence alleged to have been committed by any person
who has taken part in the formation or promoton of the banking company
which is being wound up or any past or present director, manager or
officer thereof:

Provided that the offence is one punishable under the Indian Compa-
nies Act, 1918 (VII of 1913), with imprisonment for a term which does
not exceed two vears, or with Gine which does not exceed one thousand
rupees.

(2) In every case tried summarily under sub-section (1), the Court—

(a) need not summon eny witness, if it is satisfied that the
evidence of such witness will not be material, ’

(b) shall not he bound to adjourn a trial for any purpose unless
such adjournment is, in the opinion of the Court, necessary in, the
interests of justice,

(c) shall, before passing sentence, record judgment embodying
the substance of the evidence and also the particulars specified in
section 268 of the Code of Criminal Procedure, 1898 (Act V of 1898),
so far as that section may be applicable,

'nd nothing contained in sub-section (2) of section 262 of the Code of
Criminal Procedure, 1898, shall apply to any such trial.

(3) All offences in relation to winding up allegel to have been com-
mitted by any person specified in sub-section (1) which are punishable
under the Indian Companies Aect, 1913 (VIT of 1918), and which are
not tried in a summary way under sub-section (1) shall, notwithstanding
anything to the contrary contained in that Act or the Code of Criminal
Procedure, 1898 (Act V of 1808), or in any other law for the time being
in force, be taken cognizance of and tried by a Judge of the Court other
than the Judge for the time being dealing with the proceedings for the
winding up of the banking company.

_ (4) Notwithstanding anvthing to the coutrarv contained in the Code of
Criminal Procedure, 1898 (Act V of 1898), the Court shall take cognifnee
of any offence under this section without the accused being committed to it
for trial and all such trials shall be without the aid of a jury.

45D. Reserve Bank may tender advice in winding up procesdings.—
Where in any proceeding for the winding up of a banking company in
which any person other than the Reserve Bank has been appointed as the
efficial liquidator the Court has directed the official liquidator to obtain
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the advice of the Ieserve Bank on any matter (which it ig hereby em-
powered to do), it shall be lawfui for the Reserve Bank to examine the
records of any such proceeding and tender sueh advice on the matber as
it may think fit.

45k, District magistrate to assist official liguidator in taking charge of
property of banking company being wound up.—(1) For the purpose of
enubling the official liquidator to take into his custody or under his control,
all property, effects and actionable claims to which & banking company,
which has been ordered to be wouud up, is or appears to be entitled, the
official liquidator may request in writing the district magistrate, within
whose jurisdiction any property, books ot account or other document of
such banking company may be situate or is to be found, to take possession
thereof, and the district magistrate shall, on such request being made to
hin, take possession of such property, books of account or other document
and forward them to the official liquidator.

(#) For the purpose of securing compliance with the provisions ot
sub-section (I), the district magistrate may take or cause to be taken
such steps and use or cause to be used such force as may in his opinion
be necessary.

45F. Special period of limitation.—Notwithstanding anything to the
contrary contained in the Indian Limitation Act, 1908 (IX of 1808), or in
any other law for the time being in force, in computing the period of
limitation prescribed for any suit or application by a bank.ng company, the
period of one year immediately preceding the date of the order for the
winding up of the banking company shall be excluded.

45G. Power of Court to make rules.—The Court may make rules
consistent with this Act concerning the mode of proceedings to be had for
the decision of all claims or questions and all other proceedings, whether
civil or criminal, which are to be decided pursuant to the provisions of
Part 111 or Part I11A and concerning all other matters for which provision
has to be made for enabiing the Court to effectively exercise its functions
under the said provisions.

45H. Power of Court to enforce orders.—All orders made in any oivil
proceeding by a Court exercising jurisdiction under Part III or Part IIIA
may be enforced in the same manner in which decrees of such Court made
in any suit pending therein may be enforced.”

11. Transfer of pending proceedings in winding up to the Oourt exercising
jurisdiction under this Act.—Where any proceeding for the winding up of a
bunking company or any other proceeding, whether civil or criminal,
which has arisen out of or in the course of such winding up, is pending in any
court immediately betorg the commencement of this Act, it shail stand
transferred on such commencement to the Court which would have had juris-
diction to entertain such proceeding if this Act had been in force on the
date on which the proceeding commenced, and the Court to which the proceed-
ing stands so transferred shall dispose of the proceeding as if this Act and the
amcudments made thereby were applicable thereto.

12. Repeal of Ordinance XXIII of 1949.—(1) The Banking Companies
(Amﬁdment) Ordinance, 1949, is hereby repealed.

(%) Notwithstanding such repeal, anything done or any action taken in the
exercise of any power conferred by or under the said Ordinance shall be deemed
to have been done or taken in the exercise of the powers conferred by or under
this Act, as if this Act were in force on the day on which such thing was done
or action was taken.
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