
No. LXXVIII OF 1952 

" = [29th December, 19521 

A n  Act further to amend the Industrial Finance Corporation 
Aot, 1948. 

BE it enacted by Parliament &s follows.: - 
1. Short title.-This Act may be called the Indusltrial Finance 

Corporation (Amendment) Act, 1962. 

2. Amendment of section 2, Act XV of 1948.-In cIause (c) of 
section 2 of +he Industrial Finance Corporation Act, 1948 (hereinafter 
referred to as the principal Act), after the words "or processing of 
goods" the words "or in shipping" shall be inserted. 

3. Amendment of section 10, Act XV of J948.-Section 10 of the 
prineipal Act shall be re-numbered as sub-section (1) of thak section, 
and- 

(a) in sub-section ( I )  as so re-numbered,- 

(i) in clause (a), for the word "three" the word "four" shdl 
be substituted ; 

(ii) after clause (fi), the following clause shall be inserted, 
namely : - 

"(g) One Deputy Managing Director Bppajnted by the 
Corporation. ' ' ; 

( b )  after sub-section (1) as so re-numbered, the following sub- 
section shall be inserted, namely : - 

"(2) The Deputy Managing Director shall have the right' 
to attend any meeting of the Board or of the Executive Com- 
rnitiee and take part i? its discussions but shall not have the 
right to vote a t  any such meeting : 

Provided that when Managing Director is for any . 
reason unable to attend any sueh meeting, the Deputy 
Managing Director shall have the right to vote for him a t  
that m e e k g . "  . 

, Price annas 3 or 4d. 
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4. mendment of aection lJ, -Act XV of 1948.-In section 11 ofdhe 
principal Act,- e .  

(9 in eub-section ( I ) ,  for 6he words "the Centad Govepn- 
merit" the words "the, a!~thority appointing him" shell be substi- 
tuted ; 

. . (ii) in the third proviso to sub-seetion (2), after the wmdr 
"Provided further that" the word "such" shall be inserked; 

(iii) in sub-secbion (4), after the worda "the Yanagiq 
Direchr" the words "and the Deputy Managing Director" shall 
be ineerted. 

5. Amendment of rsection 12, Act XV oi 1948.-In section 12 of 
the principal Act,- - 

(i) for clsuse (a), the following clause shall be ~ubstif~uted, 
namely : - 

"(a) except in the case of the Managing Direotor or the 
' 

Deputy Managing Director, is a salaried official of the Corpora- 
&ion; or"; 

(ii) in clause ( b ) ,  after the word "payment" the ward8 
"of his debts" shall be inserted. 

6. Subatitution of new section for section 13 in Act XV of 1p48.- 
For section 13 of the principal Act, the following section ehdl be 
aubstitubd, , namely :- 

"13. Removal of Director from ofice.-(1) The Cenbral Gov- 
ernment may a,t any,  time remove the Managing Director from 
office after giving him a reasonable opportunity of showing oause 
against the action proposed to (be taken in regard to him. 

(2) The Board may remove from office any Direetor who+ 
(a) is, or has become, subject to any of the disqudific&- 

%ions mentioned in section 12; or 

( b )  is absent without l e ~ v e  of the Board from more than 
I three consecutive meetings of tfhe Board w'ithout exeuso suffi- 

cient in the opinion of the Board to exonerate trhe ,abse~ce." 

7, Insertion of new section 13A in Act XV of 1948.-After seotien 
13 of the principal Act, the following sectlion shall be inserted, namely:- 

- 
"13A. C'asual vacancy of Managing Diractor.--If t h e  

Managing Director i5 by infirmity o? otherwise rendered ineap- 
able of cnrrying out his daties or is absent on leave or othermr'se 
in circumstances not. involving the* vacation of his a.ppointmen%, 
the Ceneal Government may, after consideration of the recorn* 
mendation of the Board, appoint another pereon to aet in hi$ 
plaee. " r6 

8. Amendment of section 14, Act XV of 1948.-In seotion 14 of tbe 
principal Act, for the words "such officem" bha words "s; Depah 
Managing D:rector and ruch obkar officers" rhall br rublrtitutb-d. 

1 
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8. Amendment of section 17, Act XV of 1948.-In sub-secbion (3)  

09 saection 17 of the principal Act,- 
(9 after th'e words "as the case may be, shall" the words,' 

brmkeb and figures "subject to the provisions of sub-section (2) 
of eectbn 10" shall be inserted; 

(ii) efter the words "the Chairman" the words "or in his 
absence, any other person presiding" shall be inserted. 

10. Amendment of section 19, Act XV of 1948.-To section 19 of 
the principal Act, the words "or in consultation with the Reserve 
Bank, wiBh a scheduled bank or a State Co-operative Bank" shall be 
added. 

11. Amendment of section. 21, Act XV of 1948.-After sub-seetion 
(9) of section 21 of the principal Act, the following sub-section shall be 
fnraerted, namely : - 

"(3)  The Corpora,tion may; for the purpose of carrying out it,s 
functions under this Act, borrow money from 4he Reserve Banli- 

(a)  dgaiiist securities of the Central Government or - of any 
State Government, repayable on demand or on the expiry of 
fixed periods not exceeding ninety days from the date on 
which the money is so borrowed; or 

( b )  against bonds and debentures issued by the Corpora- 
ti011 under sub-section (1) or against such other security as  may 
be required by the. Reserve Bank maturing and repayable 
within a period not exceeding eighteen months from the date 
on which the money is so borrowed: 

Provided that the amount borrowed by the Corporation uiider 
elause ( b )   hall not at any time exceed three crores of rupeee in the 
aggregate. " 
12. Amendment of section 23, Act XV of 1948.-In section 28 of 

the principal Act,- 

( i j  d te r  clause (e)  of sub-section ( I ) ,  the following clause 
shall be inserted, namely:- 

"(ee)  acting as agenti for the Central Government or, 
with its approval, for the International Bank for Reconstruc- 
tion and Developm8nt in the transaction of any business with 
an industrisl concern in respect of loans or advances granted, 
or debentures subscribed, by either of them. "; 

(ii) in sub-section (2), for the words, brackets and letters 
"sub-clauses (a)  and (8 )"  the words, brackets, letters ~ u d  figure 
"clauses (a) and ( e )  of sub section (1)" shall be substituted. 

l a .  Amendment of section 24, Act XV of 1948.-In section 24 of 
the principal Act, for the words "for an amount equivalent in the 
aggregate to more than t i n  per cent. of the paid up share capital of 
the Corporation but hi no case kxceeding fifty lakhs of rupees", the 
following shall be substituted, namely:- 

"for an amount exceeding one crore of rupees in the aggregate: 
Provided that the aforesaid limit of one crore of rupees shall not 

apply to any such arrangement when any loans, advances or debentures 
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are, on the recornmelidation of the Corporation, guaranteed by the 
Central Government as to the repayment- of the principal al~d the 
paymtint of the interest." 

14. Amendment of section 25, Act XV of 1948.-To sub-section (2) 
of section 25 of the principal Act, the words "or in any instrument 
relating to the industrial concern" shall be added. 

15. Amendment of section 26, Act XV of 1948.ZIn section 26 of 
fhe principal Act, after clause ( b ) ,  the following clause shall be insert- 
ed, namely :- 

" ( G )  grant any loan or advance on the, security of its own 
shares. " 

16. Substitution of new section for section 27 in Act XV of 1948.- 
For section 27 of the principal Act, the following section shall be substi- 
tuted, namely :- 

"27. Loans in fo~ezgn cur~ency.-(1) Notwithstanding any- 
thing contained in the Foreign Exchange Regulation Act, 1947 
(VII of 1947) or in any other enachen t  for thc timo being in force 
relating to foreign exchange, the Corporation may, for the purpose 
of granting loans or advances to industrial concerns, borrow, with 
the previous consent of the Central Government, foreign currency 
from the International Bank for Reconstruction and Developmeat' 
or otherwise. 

(2) The Central Government may, where necessary, guarantee 
all loans taken by the Corporation under sub-section (1) as to the 
repajment of the principal and the paymenti of the interest and other 
incidei~tal charges. 

(3) All loans and advances to industrial concerlls out of 
foreign currency borrowed under sub-section (1) shall .be granted in 
Indian currency and shall be repayable by such concerns in the 
Indian currency. 

, 
(4) Any loss or profit accruing to the Corporation in connection 1 

with ally borrowing of foreign currency under sub-section (1) or its ; 
repayment on account of any fl~ctua~tions in the rates of exchange 
shall be re-imbursed by, or pnid to, the Central Government, as 
the case may be." @ 

17. Amendment of section 28, Act XV of 1948.-After sub-section (3)'  
of section 28 of the principal Act, the following sub-section shall be inserted, 
~ s m e l y  : - 

"(3A) JZVhere the managemenh of an industrial soacern is taken 
over by the Corporation or any property is sold or realised by it under. 
the previsions of sub-section (I), all costs, charges and expenses pro- 
perly incurred by it as incidental to such management, sale or realisn- ; 
tion shall bi? recoverable from the industrial concern, and the money 
which is received by it from such management, sale or realisation 
shall, in the absence of any contract to the contrary, be held b j  i t '  
in trust to be applied, firstly, in payment of such costs, charges and 
expenses and, secondly, i11 discharge of the debt due to the Corpora- 
tion, and the residue of the money so received shall be paid to the 
person entitled thereto." 
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18: Amendment of section 29, Act'XV of 1948.-In section 29 of the 
principal Act,- 

(i) for the words beginning with the  words "Notwithstanding any 
agreement to the contrary" and ending with the words "its liabilities 
to  the Gorporation", the following shall be substituted, namely :- 

"Notwithstanding anything in any agreement to the contrary, 
the Corporation may, by-notice in writing, require any industrial 
concern to which it has granted any loan or advance to discharge 
forthwith in full its liabilities to the Corporation,-"; 

(ii) in clause (d), for the words beginning with the words "or 
depreciates in value" and ending with the words "is not given" the 
following shall be substituted, namely :- 

"or depreciates in value to such an e5tent that,  in the opinion 
of the Board, further security to the satisfaction of the Board 
should be given and such security is not given;"; 
(iii) in clause (e ) ,  for the words "machinery or other equipment" 

the words "any machinery, plant or other equipment" shall be sub- 
stituted; 

(iv) in clause ( f l ,  the wordg "in the opiilion of the Board" shall 
be omitted. 

- 19. Amendment of section 30, Act XV Of 1948.-In section 00 of the. 
principal Act,- 

(i) in sub-section ( I ) ,  for the words beginning with the words 
"Where by reason of the breach" and ending wit4 the  wards "to 
repay such loan or advance", the following shall be substituted, 
namely : - 

"Where an industrial concern, iu breach of any agreement, 
makes any default in repayment of any loan or advance m any 
instalment thereof or atlherwise fails to comply with the terms of 
its agreement with the Corporation or where the Corporation 

, requires an industrial concern to make immediate repaymenb of 
any loan or advance under section 29 and the industrial concern 
fails to make such then, without prejudice to the 
provisions of section 69 of the Transfer of Property Act, 1882 (IV 
of 1882), "; 

(ii) for sub-section (13 ) )  the  following sub-section shall be sub- 
stituted, namely : -. - 

"(13) The functions of a District Judge under this sectioil 
shall, in a presidency town, bs  exercised by the n i g h  Court." 

20. Insertion of new sections 30A to 30E in Act XV of 1948.-After 
section 30 of the principal Act, the following sections shall be inserted, 
;lamely : - 

"30A. Power of Corporation to qppoint directoj-s of an industrial 
colzce rn wl, en management is talcen oh-.-(1)  When the managemenb 
of an iurlustrial concern is taken over by the Corporation, the Corpora- 
tion may, by order notified in the Official Gazette, appoint as  many 
persons as  it thinks fit to be the directors of that industrial concern. 
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- (2) The power to appoint directors under this section includee 
the power to appoint any individual, firm or company to bd the 
managing agents of the industrial concern on such terms and condi- 
tions as the Corporation may think fit. 

30-B. Effect of notified order appointi?g_ clirectors.-On the issue 
of a notified order under section 30A,- 

(a) all persons holding office as directors of the industrial 
concern immediately before the issue of the notified order shall 
be deemed to have vacated their offices as such; 

(b) any contract of management between the industrial 
concern and any managing agent or any director thereof holding - 
office as such knmediately before the issue of the notified order , 
shall be deemed to have terminated; 

(c) the managing agent,-if an?, appointed under s.ection 30A 
shall be deemed to have been duly appointed in pursuance of 
the Indian Companies Act, 1913 (VII of 1913) and Lhe memo- 
randum and articles of association of the industrial concern and 
the provisions of the saidaAct and of the memorandum and 
articles shall, subject to the other provisions contained in this 
Act, apply accordingly, but no such managing agent shall be re- 
moved from ofice except with bhe previous consent 01 the 
Corporation ; 

(d) the directors appointed under section 30A shall take suoh 
steps as may be necessary to take into their custody or under 
their control all the property, effects and actionable claims to 
which the industrial concern is, or nppsars to be, eatitled, and 
all the property an& effects of the industrial concern shall be 
deemed to be in the custody of the directors as from the date 
of the notified order; 

(e) the directors appointed under section 308  shall be, for 
all purposes, the directors of the industrial concern duly con- 
stituted under the Indian Companies Act, 1913 CVII of 1913) and 
shall alone be entitled to exercise all the powers of the directors 
of the industrial concern, whether such powers are derived from 
the said Act or from the memorandum or articles of association 
of the industrial concern or from any other source. 

, 
300. Powers and duties of directors.-(1) Subject to the control . of the Corporation, the directors appointed under section 30A shall 

take such steps as may be necessary for the purpose of efficiently 
managing the business of the industrial concern and shall exerciee 
such powers and have such duties as may be prescribed. 

(2) Without prejudice to the geileratity of the powers vested in 
thein under"snb-section (Zj, the directors appointed under section 30A 
rn:iy, with the previous approval of the Corporation, make an applica- 

B 

tion to s Court for the purpose of cancelling or varying any contract or 
agreement entered into, a t  any time before t h e  isslie of the notifled 

\ order under section 308, between the industrial concern and any 
other person and the CourO may, if satisfied after due inquiry that 
such contract or agreement had been entered into in bad faith and is 
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detrimental to the interests of the industrial concern, make w order 
oancelling or varying (either unconditionally or subject to suoh condi- 
Bions as it' may think fit to impose) that contract or agreement. and 
the contract or agreement shall have effect accordingly. 

30D. No right to compensation for termination of contract of 
n~atlugirly agents.-(1) Notwithstanding anything contained in any Jaw 
for the time being in force, no managing,agent, managing director rn 
any other director of hn illdustrial concern shall be entitled to any 
eompenstbtion for the loss of office or for the premature terminatioa 
under this Act of any contract of managemenb entered into by him 
with such concern. 

(2) Nothing coni~ined in sub-section-(1) shall affect the right of 
any such managing %gent or mansging director or any other director 
to recover from the industrial concern moneys recoverable otherwise 
than  by way of such compensation. 

\ 

30E. Application of Act V l l  of 1913.-(1) Where - the  manage- 
ment of an industrid concern, being a company as defined in the 
Indian Companies Act, 1913 (VII of 1913), is taken 6ver by the 

'Corporation, then, notwithstanding anything contained in the said 
Act or in the memorandum or articlss of association of such concern,- 

(a) it shall not be lawful for the shareholders of such concern 
or ebny other person to nominate or appoint any person to be a 
director of the concern; 

( b )  no resolution passed at  any meeting of the shareholders 
P 

of such concern ghall be given effect to unless approved by -the 
Corporation ; 

(c) no proceeding for the winding up of such concern or for 
the appointment of a receiver in respect thereof shall lie in any 
court, except with the consent of the Corporation. 

(2) ~Gbjec t  to the provisions contained in sub-section (1) and to 
the other provisions contained in this Act and suiject to such other 
exceptions, restrictions and limitations, if any, as the Central Govern- 
ment may, by notification in the Official Gazette, specify in this ' 
behalf, the Indian Companies Act, 1913 (VII of 1913) shall continue 
to apply to such concern in the sa.me manner as it applied thereto 
before the issue of the notified order under section 308." 

21. Amendment of section 32, Act XV of 1948.-In the first proviso 
to sub-section (2) of section 32 of the principal Act, after the words, 
brackets and figures "given in pursuance of sub-section (2) of section 21" 
the words, brackets and figures "or sub-section (2) of section 27" shall be 
inser6ed. 

2!2. ~nsertiin of new section 32A in Act XV of 1948.-~ftk section 
32 of the principal Act, the following' section shall be inserted, namely:- 

"32A. Special reserve fund.-(1) All dividends accruing on the 
shar?$ of the Corporatio~~ h d d  by the Centrsl Government and the 
Reserve Bank shall, instead of being paid to them, be credited to r* 

specid reserve fund until the aggregate of the sums so credited 
exceeds fifty lakhs of rupees. 
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(2) No shareholder of the Corporation other than the Central 
e+ Government or the Reserve Bank shall have any claim to the special 

reserve fund referred to in sub-section (I)." 
8 

23. Amendment of section, 33, Act XV of 1948.-In sub-section 
(1) of section 33 of the principal Act, for the word "two" the word"'threeU 
sllall be substituted. C a  

24. Amendment of section 34, Act XV of ,1948.-ln section 34 of the 
p~incipal Act,- 

( i) for sub-section (I), the following sub-section shall be substi- 
tuted, namely: - 

"(1) The affairs of thd Corporation shall be audited by not 
less than two auditors duly qualified t a  act as auditors of 
companies uider sub-section (1) of section 144 of the Indian 
Companies Act, 1913 (VII of 19135, one of whom shall be 
appointed by the Central Government in consultation with the 
Comptroller and Auditor-General of India and the other elected in 
the prescribed manner by the parties mentioned in sub-section 48) 
of section 4, and such remuneration as the Central Government 
may fix shall be paid to the auditors by the Corporation."; 

(ii) in sub-section (4)) after the words "The Central Government 
may',' the words "in consultation with the Comptroller and Auditor- 
General of India" shall be inserted; 

(iii) after sub-section (4), the following sub-sections shall be in- 
serted, namely : - 

B 

" ( 5 )  The Corporation shall Send a copy of every report of the 
auditors to the Comptroller and Auditor-General of India a t  least 
one month before it  is placed before the shareholders. 

I (6) Notwithstanding anythi,ng contained in the preceding sub- 
,sections, the Comptroller and Auditor-General of India may, either 
of his own motion or an a request received in this behalf from the 
Central Government, undertake such audit and a t  such times as 
he may consider necessary: 

Provided that where the Central Government is required to 
make any payment on account of the guarantee given by it under 
secticn 5 or sub-section (2) of section 21 or sub-section (2) of 
section 27, as the case may be, such audit shall be undertaken 
by the Comptroller and Auditor-General of India. 

(7) Every audit report shall be forwarded to the Central 
Government and the Government shall cause the same to be 
laid before both Houses of Parliament." 

25. f iendment  of section 35, Act XV of 1948.-In section 35 df tho 
principal Act;,- 

(i) in sub-section (2), forrthe words "a classification" the words "a 
statement showing the classification" shall be substituted; 

(ii) in sub-section (3), for the word "two" the word “‘three's' sliall 
be substitwed. I 
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26. Amendment of section 38, Act XV of 1948.-In sub-section (2) of 
section 38 of the principal Act, for the words "ot servant" the words "or 
other employee" shall be substituted. 

27: Amendment'of section 39, Act XV of 1948.-111 section 39 of t,he 
principal Act, for the words "or servant" tho words "or othcr employco" 
shall be substituted. ?- 

28. Amendment of section 40, Act XV of 1948.--In Lhe first proviso to 
section 40 of the principal Act,- 

(i) after the  word^, brackets and figures "in pursuance of sub- 
section (2 )  of section 21" the words, brackets and figures "or sub- 
section (2) of section 27" shall be inserted; 

(ii) after the words "debentures or bonds" the words, brackets and 
figures "or on foreign currency borrowed under sub-section ( I )  of 
section 27" shall be inserted. 

29. Insertion of new section 41A in Act XV of 1948.-After section 41 
of the principal Act, the following section shall be inserted, namely : - 

4 

"41A. Effect of Act on other laws.-The provisions of this Act and 
of any rules or ordcrs made thereunder shall have effcct notwithstanding 
anything inconsistent therewith contained in any other law for the time 
being in force or in the memorandum or articles of association of an 
industrial concern or in any other instrument having effect by virtue 
of any law other than this Act,-but save as aforesaid the provisions 
of this Act shall be in addition to, and not in derogation of, any other 

- law for the time being applicable to an industrial concern." 

30. Amendment of section 43, Act XV of 1948.-Tn section 43 'of the 
principal Act,- 

(a) in sub-section ( I ) ,  after the words "with this Act" the words 
"and the rules made thereunder" sha.11 be inserted; 

( b )  in sub-section (2),- 

(9 in clause (k), for the words "officers and servants and 
agents" the words "officers, other employees, advisers and agents" 
shall be substituted; 

(ii) for clause (m), the following clause shall be sub~tituted, 
namely : - 

"(nz) the taking over of the management of any indus- 
trial concern on a breach of it.. agreement with the Corpora- 
tion and the powers and duties of directors under section 30C ; "; 

(iii) in clause (n), for the worrls "ad Iznc" the word "advisory" 
shall be substituted and the word "and" at the end shall be 
omitted; 
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, (zv) after clause (n); the followillg clause shall becinserted, 

ilainely : -.. 

"(nn) the election of an auditor under sub-section (1) 
of section 34". 

31. Amendment of tho Schedule, Act XV of 1948.-In the Schedule to 
the  principal Act, the word "Signature"; where it occurs for the second 
time, a l ~ d  the word "Designation" fihall be omitted. 

- 


