THE INDUSTRIAL FINANCE _CORPORATION (AMEND-
| MENT) ACT, 1952

No. LXXVIII or 1952

- =

[29th Décember, 1952]

An Act further to amend the Industrial Fmance Corporation
A Aot, 1948.

B it enacted by Parliament as follows:—

1. short title.—This Act may be called the Industrial Finance
Corporation (Amendment) Act, 1952.

2. Amendment of section 2, Act XV of 1948.—In clause (c) of
seetion 2 of fthe Industrial Finance Corporation Aect, 1948 (hereinafter
referreq to as the principal Act), after the words ‘‘or processing  of
goods’’ the words ‘‘or in shipping”’ shall be inserfed. :

3. Amendment-of section 10, Act XV of 1948.—Section 10 of the

prlne1pal Act shall be re-numbered as sub-section (1). of thay sectlon
snd— -

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

(1) in clause (@), for the word ‘‘three’” the word “‘four” shall
be substituted;

(&) after clause (f), the foilowing clause shall be ingerted,
namely : — '

““(g) One Deputy Managing Director appointed by the
Corporation.’’;

(b) after sub-section (I) as so remnumbered, the ‘followin'g sub-
gection shall be inserted, namely : —

“(2) The Deputy Managing Dnectm shall have the right
_ to attend any meeting of the Board or of the Executive Com-

mittee and take part in its diseussions’ but shall not have the
right to vote at any such meeting :

Provided that.when the Managing Director is for any
reason unable to attend “any such meeting, the ~Deputy

Managing Dlrector shall have the right to vote for him at
that meetung

- P’r_ice annas 3 or 4d.
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4. Amendmant of section 1,1, Act XV of 1948.—In section 11 of the

prmclpal Act —

the. pnnclpal Act—-

® in-gub- sectxon (1), for the words “the Centml Govern-

ment” the words ‘‘the authorlt\ _appointing  him”’ shall be subs(n-
tuted ; :

(i) in the bhlrd proviso to sub-gection (2), stter the Wordl
“Provided further that’’ the word ‘‘such’’ shall be mserted

(#it) in sub- secblon (4, after the words “the M&naging

Dlrecbor” the words ‘‘and the Deputy Managing Director”” ghall
be mserted :

5. Amendment of section 12, Act XV of 1948.—In section 13 -of

(%) for clause (a), the following clause shall be substituted,
namely:— . ‘
~ “*(a) except in the case of the Managing Direotor or the

Deputy Managmg Dlrector is s salaried oﬁiclal of the Corpora-
tion; or’

(i) in clause (b), after the word ‘‘payment’’ the - words
: “of hlg debts’’ shall be inserted.

6. Substltutxon_ of new section for section 13 in Act XV of 1948.—
- For section 13 of the principal Act, the following section shall' be

substituted, namely:—

principal Aeb, for the words ‘‘such officers’’ the words
Manaomg Director and such other officers”” shall be substituted.

. *'18. Remowal of Director from office.—(1) The Central Gov-
ernment may ab any time remove the Managing Director from
ofﬁce after giving him a reasonable opportunity —of showing eause
againgt the action proposed to be taken in regard to him.

(2) The Board may remove from office any Director who—

~ (a) is, or has become, subject to any of the quuahﬁca
*iong mentioned in section 12; or

(b) is absent without leave of the Board from more than
_ three consecutive méetings of the Board without excuse suffi-
cient in the opinion of the Board to exonerate the .absence.’

7. InseMion of new section 13A in Act XV of 1948 —After seotien
18 of the principal Act, the following sectfion shall be inserted, namely:—

““18A. - Casual wvacancy  of Managing  Director.—If  the
Managing Director is by infirmity or otherwise remdered incap-
able .of carrying out his dyties or is- absent on leave or otherwise"
in circumstances not involving the‘ vacation of his = appointment,
the Central Government may, after consideration of the recom-

; mendatlon of the Board, appoint another person t6 aet in his
plaes.” : T % - i

8. Amendment of section 14, Act XV of 1948.—1In seotion 14 of the
“‘a Deputy
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8, Amendment of section 17, Act XV of 1948.—In sub-section (3)
of section 17 of the principal Act—

(¢) after the words “ss the case may be, shall"’ the .words,\
brackets and figures ‘‘subject to the provisions of sub-section (2)
“of gection 10" shall be .inserted; :

(it) after the words ‘‘the Ghalrman” the words ‘‘or in his .
abgence, ‘any other person presiding” shall be inserted. :

18. Amendment of sectlon 19, Act XV of 1948.—To section 1‘9 of
. the principal - Act, the words ‘‘or in consultation with the Reserve
Bank, with a scheduled bank or a State. Co-operative "B&nk'i shall be
8dded

-11. Amendment of section 21, Act XV of 1948 —After  sub. sechon
(8) of section 21 of the punclpal Aot, the following sub section shall be
Ingerted, namely:— .

““(8) The Corpora.t-ion may, for the purpose of ca,rrying out its
tunctions under this Act, borrow money from the Reserve Bank—

(a) against 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
Wluch the money is so borrowed; or

(b) against bonds and debentures msued by the Corpora-
tion under sub-section (I) or against such other security as may
‘be required by the Reserve Bank maturing and . repayable
within a period not exceeding éighteen months from the date

" op which the money ig so borrowed :

- Provided that the amount borrowed by the Corporation under
clause (b) ﬂh&].l not at any time exceed three crores of rupees in the
aggregate. "’ ’

- 12. Amendment of section 23, Act XV of 1948.—In sectlon 28 of
the principal Aet,—

O] after clause (e) of sub-sectlon (1), the following clause
shall be inserted, namely:— ,

““(ee) acting as agent for t;he Central Government or,
with its approval, for the International Bank for Reconstruc-
tion and Developm&nt in the transaction of any business with
an industrial concern in respect of loans or advances granted,
or debentures subscribed, by either of them.’’;

(1) in sub-section (2) for the -words, brackets ,.a‘nd letters -
““sub-clauses (@) and (e)’' the words, brackets, letters und figure
““clauges (@) and (e) of sub section (1)’ shall be substituted. -

18. 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 tén per cent. of the paid up share capltal of
the Corporation but in no case éxceeding 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 orore of rupees shall not
apply to any such arrangement when any loans, advances or debentureg
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are, on-the recommendation ‘of the Corporation, guaranteed by the
Central Government as to the: repayment .of - the . principal . and the
payment of the interest.”’

14. Amendment of section 25, Act XV of 1948 —To sub-section (2)
of seetion 25 of the principal Act the words “‘or in any ‘instrument
relating to the industrial coneern’ shall be added. '

- 16. Amendment of sectlon 26 Act XV of 1948.—In sectlon 26 of

the principal Act, after clause (b), the following clause shall be insert-
ed, namely:— - -

(c) grant any loan or advance‘ on the security of its own
shares.’ :

' 16. Substltautlon of new sectlon for section 27 in Act XV of 1948.—

For section 27 of the principal Aect, the followmg section shall be substi-
tuted namely:—

27, Loans  in fo1e1gn cunency —(I) NotW1thstand1ng any-
thing contained in the TForeign Txchange Regulation Act, 1947
(VIL of 1947). or in any other enactment for the bime 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 Centra]l Government, foreign currency

from the International Bank for Reconstruction and Development
‘or otherwise, ' o : '

(2) The Central Government may, Where.necess"ary, guargntee
all loans taken by the Corporation under sub-section (I) as to the

Tepayment of the principal and the payment of the interest and other
" incidéntal. charges

(8) All loans and advances fo industrial concerns out  of
. foreign’ currency borrowed under sub-section (I) shall be granted in

Indian currency and shall be repayable by such concerns in . the
Indian currency. '

4 Any loss or proﬁt aceruing to the Corporation in  connection
with any borrowing of foreign currency under sub-section (1) or its
repayment on account of any fluctuations in the rates of exchange

shall be re-imbursed by, or paid to,.the Central- Government, as
the case may be,”’ 4

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,
qamely<

“(34) Whew the management of an industrial concern is taken:

over by the 'Corporation or any property is sold or realised by it under}
the prqvisions of sub-section (1) all costs, charges and expenses pro-.
perly incurred by it as incidental to such management sale or realisa-4

tion shall b recoverable from the industrial concérn, and the money

which is received by it from such management, sale or reslisation.
shall, in the absence of any contract to the contrary, be held by it
in trust to be applied, firstly, in payment of such costs, charges and
expenses and, secondly, in discharge of the debt due to the Corpora.- .
‘tion, and the residue of the money - 80 recelved 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
p11n01pal Act,— :

(i) for, the words begmnlng ‘with the words “Notw1thstand1ng any
agreement to the contrary and ending with the words *‘its liabilities
to ‘the  Corparation”’; the following shall be substituted, namely:—

“NotW1thstandmg 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,—

(i) in clause (d), for the words beginning with the words “‘or
- depreciates in value’’ and ending with the words “‘is not glven” the -
following shall be substituted, namely :— |

“or depreciates in value to such an extent that, in the opinion
of the Board, further security to the satlsfactlon of the Board
should be given and such security is not given;’’;

(iif) in clause (e), for the words ‘‘machinery or other equipment’’
the words ‘‘any machinery, plant or other equipment’’ shall -be sub-
stituted; - o ' o :

(iv) in clause (f}), the wordg “‘in ‘the’ opinion of the Board’’ shall
be omitbed.

. 19 Amendment of sectlon 30, Act XV of 1948 ~—In section 80 of the.
principal Act,— = -

: (i) in sub-section (I), for the words beginning with the words
““Where by reason of. the breach’’ and -ending with the words *‘to

repay such loan or advance’’, the following shall be substituted,
namely : — o

“Where an industrial concern, in breach of any agreement,
tnakes any default in repayment of any loan or advance or any
instalment thereof or otherwise fails fo comply with the terms of
its agreement with the Corporation or ~where the Cmpora.tlon
requires an industrial concern fo- make immediate repayment of
any loan or advance under section 29 and the industrial concern
fails to make such repayment; then, without prejudice to the
provisions of section 69 of the Transfer of Property Act, 1882 (IV
of 1882),"

(1) for sub-section (13), the following sub- section shall be sub-
stituted, namely:— v

“‘(138) The functions of a Distrieb Judge wunder this section
shall, in a presidency town, be exercised by the High Court.”

20. Insertion of new sections 30A to 30E in Act XV of 1948 —After
section 80 of the prmclpal Act, the following sections shall be inserted,
namely:— :

*‘80A. Power of Oorporatton to appomt directors of an industrial
concern wlhen management is taken oder.—(I) When the management
of an industrial 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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g (2) The power to appoint directors under this section includes
the power to appoint any individual, firm or company to be the
‘managing agents. of the industrial concern on such terms and condi-
tlons as the Corporation may think fit.

] 80-B. Effect of notified order appomtmg directors.—On the issue
of a notified order under section 30A —_

(a) all persons holdmg 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 immediately before the issue of the notified order
shall be deemed- to have terminated;

(¢) the managing agent,”if any, appointed under section 80A
ghall be deemed to have been duly appointed in pursuance of
the Indian Companies Act, 1913 (VII of 1918) and the memo- .
randum and articles of association of the industrial concern and
the provisions of the said® Act 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 office = except with the previous consent o the
Corporation;

(d) the directors appointed under section 80A shall take such
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 appears to be, entitled, and

" all the property and. effects of the industrial concern shall be
deemed to be in the custody of the directors a8 from the date
‘of the notitied order;

_ (e) the directors appointed under section 80A shall be, for
all purposes, the directors of the industrial concern duly con-
stituted under the Indian Companies Act, 1918 (VII of 1918) 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 &ny other source.

30C. Powers and duties of diréctors.—(1) Subject to the control
of the Corporation, the directors appointed under section 80A shall
take such steps as may be necessary for the purpose of efficiently
managing the business of the industrial concern and shall exercige
such powers and have such duties as may be prescribed.

(2) Without prejudice to the generality of the powers vested in
them under “sub-section (1), the directors appointed under section 80A
may, with the previous approval of the Oorporatlon make an applica-
tion to a Court for the purpose of cancelling or varymg any contract or
- agreement entered into, at any time before the issue of the notifled
order under section 80A. between the industrial concern and any
other person and the Court 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 coneern, make an order
-oancelling or varying (either unconditionally or Subject to such condi-

tions as it' may think fit to impose) that..contract or agreement and
the contract or agreement shall have effect accordmgly

30D. No right to compensation for termination of contract of
managing agents.—(1) Notwithstamding anything contained in any Jaw
for the time being in force, no managing.agent, managing director or -
any other director of an industrial concern shall be entitled to any
compensa,tlon for the loss of office or for the premature” termination

under this Act of any contract of management entered into by him
with such concern. :

() Nothing cont\amed in sub-section™ (1) shall affect the right of
any such managing agent or mansaging director or, any other director
- to- recover from the industrial concern moneys recoverable otherwise -
than by way. of such compensation.

' 301, Application of Act VII of 1913.—(I) Where the manage-
ment of an industrial concern, being a company as defined in the
Indian Companies Act, 1918 (VII of 1918), is taken Over by the
= Corporation, then, notwithstanding anything contained in the said
Act or in the memorandum or articles of association of such concern,—

() it shall not be lawtful for the shareholders of such concern

“or any other person to nominate or appoint any person to be a
‘director of the concern;

. (b) no resolutlon passed at any meeting of the shareholders

of such concern shall be given effect to unless approved by ‘the .
Corporation ;

(c¢) no proceeding for the wmdmg 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.

® Sub]ect to the provisions contained in sub-section (1) and to
the other provisions contained in this Act and subject 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, 1918 (VII of 1913) shall continue
to apply to such concern in the same manner as it applied thereto '
‘before the issue of the notified ordef under section 30A *

?.1. Amendment of section 32, Act XV of 1948.—In the first proviso
to . sub-section (£) of section 82 of the principal Act, after the words,
brackets and figures ‘‘given in pursuance of gub-section (2) of section 21"’

the words, brackets and ﬁgures ‘or sub-section (2) of section 27"’ shall be -
Inserted.

92, Insertion of new Section 82A in Act XV of 1948 —Afier section
82 of the principal Act, the following section shall be inserted, namely:—

**82A. Special reserve ‘fund.—(1) All dividends accruing on the
ghares of the Corporation hzld by the Central Government and.the
Reserve Bank shall, instead of being paid.to them, be credited to a

-special reserve fund until the aggregate of - the sums 8o credited
exceeds fifty lakhs of rupees. :
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(8) No shareholder of the Corporation other than the Central

‘Government or ‘the Reserve Bank shall have any claim to the special
reserve fund referred to in sub-section (1).” -

23. Amendment of section 33, Act XV of 1948.—TIn  sub-section
(1) of gection 83 of the pr1nc1pa.l Aot for the word ‘‘two”’ the word" ”three”
shall be substituted.

24 Amendment of section 34, :Act XV of 1948, —ln Secthn 34 of the
principal Act,—

(¢) for sub-seetion (I), the followmg sub- sectlon shall be substi-
. tuted, namely:— .

‘(1) The' affairs of ths Corporation shall be audlted by not
less than two auditors duly qualified to act as auditors of
companies under sub-section (I)-of section 144 of the Indian
Companies Act, 1918 (VII of 1913), 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 (3)
of section 4, and such remuneration as the Central Government
may fix shall be paid to the auditors by the Corporatlon

(u) in sub-section (4), after the words ‘‘The Central Govelnment
may’’ the words ‘‘in consultation with the ‘Comptroller and Auditor-
General of India’’ shall be inserted;

(iif) after sub-section (4), the followmg sub sectlons shall be in-
serted namely: —

““(5) The Corpoxatlon shall send a copy of every. report of the
auditors to the Comptroller and Auditor-General of India at least
one month before it 1s placed before the shareholders,

{6) Notw1thstand1ng anything contained in. the precedmg sub-
‘sections, the Comptroller and Auditor-General of India may, either
of his own motion or on a request received in this behalf from the
Central Government, undertake such audit and at such tlmes as
he may consider necessary: »

Provided that where the Central Governmenb is required to
make any payment on account of the guarantee given by it under
sectien b or sub-section () of section 21 or sub-section (8) of
section 27, as the case may be, such audit shall be undertaken
by the Comptroller and Auditor-General of India.

() Every audit report shall be forwarded to the Central
Government and the Government shall cause the same to be
laid befme both Houses of Parhament » I

25, ﬁnenument of section 35, Act XV of 1948.—In section 35 of the
principal Act,—

. (§) in sub-section (2); for~the words ‘‘a classification’" the words ‘‘a
statement showing the classification”’ shall be substituted ;

(i) in sub-section (3), for the word “two’ the word *‘three’’ ghall
be substituted. ,
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96, Amendmient of section 38, Act XV of 1948 —In sub-gection (2) of
section 88 of the principal Aet, for the words ‘‘or servant’’ the words ‘‘or
other employee’’ shall be substituted. '

27, Amendment of section 39, Act XV of 1948.—In section 39 of the

principal Aet,: for the words ‘‘or servant’’ the words ‘‘or other employee”
shall be substituted. - S

-28. Amendment -of section 49, Act XV of 1948,—In the first proviso to
section 40 of the principal Act,—

0] after the words, 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;

(¢ after the words ‘‘debentures or bonds’* the words, brackets and
figures “‘or on foreign currency borrowed under sub-section (1) of
sectlon 27"’ shall be inserted. . '

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

' “41A Bffect of Act-on other laws.—The provisions of this Act and
of any rules.or orders made thereunder shall have effect notwithstanding
anythlng 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 Aet,~but save as aforesaid the provisions
of thls Act shall be in addition to, and net in derogation of any other
law for the fime 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 (1), after the words ‘‘with this Act’’ the words
“‘and the rules made thereunder’’ shall be inserted ;

(b) in sub-section (2),—

(i') in clause (k), for the words ‘‘officers and servants and

agents’’ the words ‘‘officers, other employees, advisers and agents”
shall be substituted;

(#) for clause (m), the following clause shall be substltuted
namely: —

“(m) the taking over of the management of any indus-
trial concern on a breach of its agreement with the Corpora-
tion and the powers and duties of directors under section 80C;";

(tii) in clause (n), for the words “‘ad hoc”’ the word ”adviéory”
ghall be aubstituted and the word ‘‘and” at the end shall be
omitted; - - - 0 ’
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B ‘ (w) affer clause (n); the following clause shall behinser’ﬁed,
. namely:— B o '

“‘(nn) the election of an auditor under sub-gection (I)
of gection 34" o _ '
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, and the word ‘‘Designation™” shall be omitted.
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