‘: THE REGIONAL RURAL BANKS (AMENDMENT)
: ACT, 1987

No. 1 or 1988

(3rd January, 1988.]
An Act further to amend the Reglonal Rural Banks Act, 1976.

- Bw it enacted by Parham,ent in the Th1xty«e1ghth Year of the
Repubhc of India as follows: — .

... L. (1) This Act may be called the Regmnal Rural Banks (Amend-
ment) Act, 1987. '

B e
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(2) 1t shall come into force on such date! ag the Central Government
" may, by notification in the Official Gazette, appomt '

210f 1976, - 2 In sect1on 2 of the Regional Rural Banks Act, 1976 (heremafter

N ;Shall be 1nserted name_ly —

‘(ca) “National Bank” means the National Bank for Agriculture
and:Rural Development established under section 3 of the National
61 of 1981. " Bank for Agriculture and Rural Development Act, 1981;.

"3.'In section 3 of the principal Act, for sub section "(3), the following
sub-section shall be substltuted namely:—

G (3) It shall be the duty of the Sponsor Bank to a1d and assist
the Regional Rural Bank, sponsored by it, by—

() subscmbmg to the share capital of such Reglonal Rural
Bank;

{b) training personnel of such Regional Rural Bank; and

(c) providing such managerial and financial assistance to
such Regional Rural Bank during the first five years of its
‘functioning, as may be mutually agreed upon between the
Sponsor Bank and the Regional Rural Bank:

Provided that the Central Government may, either op its own -

motion or on the recommendation of the National Bank, extend the
said period of five years by such further period, not exceeding

~five years-at a time, sub]ect to such condltlons as it may deem fit to
“. impese.”, -
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2 Regional Rwral Banks (Amendment) [aer 1

. Amend- 4. In section 4 of the principal Act, in sub-gection (1), for the words
ment of “Reserve Bank”, the words “National Bank” shall be substituted.
section 4.

Amend- 5. In section 5 of the principal Act,—

ment of - ) . e .

section (2) for the words “one crore of rupees, divided into one lakh”,

5. the words “five crores of rupees divided into five lakhs” shall be
substituted;

Sear”’

(b) in the proviso, for the words “Reserve Bank”, the words
“National Bank” shall be substituted.

Amend.. 6. In section 6 of the principal Act,—

ment of ’

section : (a) for sub-section (1), the following sub-section shall be sub-
8.

stituted, namely:—

“(1) The issued capital . of each Regional Rural Bank shall,
in the first instance, be such as may be fixed by the ‘Central
- Government in this behalf but it shall in no case be léss than
twenty-five lakhs of rupees or exceed one crore of rupees.”’;

(b) in sub-section (3), for the words “Reserve Bank" the words
“National Bank” shall be substituted.

T

A;mend “7.In section 9 of the principal Act, in sub- section (1) for* clauses
ment of (a), (b) and (c), the following clauses shall be substituted, namely —
section

gt et gy twc- directors, who are not officers of the Central Govern- .-
- e ment, State Government, Reserve Bank, National Bank, Sponsor

Bank or any other bank, to be nominated by the Central Govern-
- ment;

(b) one d1recLor, who is an oﬂ'icer of the Reserve Bank to be
nomlnated by that Bank; : : .

(c) one-dixector, who is an officer of the Nat1ona1 Bank to be
nominated by that Bank; :

. (d) two d1rectors, who are officers of the Sponsor Bank, to be
. nominated by that Bank; and

(e) two directors, who are officers of the concerned State Gov-
~ ernment, to be nommated by that Government.”.

Ammend- 8. In section 11 of the principal Act—

ment of ' (‘L) in sub-section ay—~ , ' o S

section 11, .
(a)- for the words “The Central Government” the words
“The Sponsor Bank” shall be substituted; : ‘

(b) th’e following proviso shall be inserted, namely: —

“Provided that no appbihtment of such an :‘ individual
shall be made,— ' - , {

(a) if such an individcal is an ofﬁcer of the Sponsor
Bank, except after consuitation with the National Bank;
.and i :

(b) in any other case, except with the pnor apprbval
of the Central Government.”;
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oF 1935] Regional Rural Banks (Amendment) 5"

(u) for subusectlon (14), the followmg sub-section shall be

' siibstxtuted namely: —

“(14) Notwithstanding anything contained in sub-section

' (a) the Sponsor Bank shall have the right to terminate

the term of office of the Chairman at any time before the
expiry of the period specified in sub-section (1):

Provided that no such termination shall be made,—

(@) if the Chairman is an officer of the Sponsor
Bank, except after consultation with the National Bank;
and ‘

(b) in any other case, except with the prior appro-
val of the Central Government:

Provided further that where the Chairman is not an
officer of the Central Government, State Government, Re-
serve Bank, National Bank, Sponsor Bank or any other
bank, he shall be given notice of not less than three months
in writing or three months’ salary and allowances in heu of

such notice; and o

(b) the Chairman shall have the right to resign his
office at any time before the expiry of the period specified in
sub-section (I) by giving to the Sponsor Bank, notice of
not less than three months in writing.”;

(i#%) in sub-section (4),—

(a) for the words “The Central Government”, the words
“The Sponsor Bank” shall be substituted;

(b)) for the words “Provided that”, the following shall be
substituted, namely:—

“Provided that no such removal shall be inade,——

(2) if the Chairman is an officer of the Sponsor
Bank, except after consultation with the National Bank;
and

{b) in any other case, except with the prior appro-
val of the Central Government:

Provided further that”;

(iv) in sub-section (5), for the words “the Central Government”,
the words “the Sponsor Bank in consultation with the National
Bank” shall be.substituted. ‘

‘9. ‘In section 13 of the principal Act, for sub-section (2), the follow-
mg sub—sectlon shall be substituted, namely -

““(2) A director may resign his office by giving notice thereof

in writing to the authority by which he was nominated; and, on such

" resignation being accepted, the director shall be deemed tg have
vacated his ofﬁce ? Co

©ow
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4 i Regional- Rurel Banks (Amendment) _.EAC’L‘ 1

Amend- | 1¢. In section 18 of the principal Act, after the words “Reserve Bank,”,

ment of at both the places where they occur, the words “Na’monal Ban‘{ " shall
section 186. be d. RS
e inserte

Amend- "11. In section 17 of the principal Act, in sub-section (1)~
ment of : . ] ., , ]
section 17. 7 . (@) alter the words “necessary or desirable”, the words “in such

manner as may be prescribed” shall~be inserted;

{b) in the first proviso, the words “ during the first five years
- of the functioning of a Regional Rural Bank,” shall be omitted.

Amend- 12. Tn section 20 of the principal Act, in sub-section (I), for the words

ment of “sixty days from the date of closure of its accounting year”, the words

section 20. “thres months from the date of the closure of its accounting year, or
such further period, not exceeding three months; as may be permitted by
the Reserve Bank” shall be substituted.

Insertion 13. After Chapter V of the principal Act, the following Chapter
of new shall be inserted, namely:—
Chapter i
VA :
“CHAPTER VA

AMarcamaTioN or REcIonarn Ruraln BanNks
Amalga. 23A. (1) Notwithstanding anything contained in this Act, if the
mation of ~ Central Government, after consultation with the Nationa] Bank, the
gﬁ%‘a?nal - concerned State Government and the Sponsor Bank, is of the opinion
Banks. that it is necessary in the public interest or in the interest of the

development of the area served by any Regional Rural Bank or in
the interest of the Regional Rural Banks themselves, that two or
more Regional Rural Banks sheuld be amalgamated, that' Govern-
ment may, by notification in the Official Gazette, provide for the
amalgamation of such Regional Rural Banks (hereafter in this Chap-
ter referred to as the transferor Regional Rural Banks) into a single
~Regivnal Rural 1.;-a_nk (hercafter in this Chapter referred to as the
transferee Regional Rural Bank) with such constitution, property,
powers, rights, interests, authorities and privileges; and with such

tabilities, dutics and Uajl.:c;atio . a5 may bg specified in the notifica-
tion.

f

¥

(2). Every notification issued under sub-section {1) shall indicate

1@ dafn with effect from  which the amalgamation shall become
ffe .

41
151

w

{3} Bvery woﬁﬁca-tion issued under su’-seéction (1)

: may also
N7 : .2 o
proviae jfor all or any of the following matters, namely:—

(a) the continuance in service of all the e*nployee of the

transferor Regional Rural Banks (excapting such of them as

not heing’ wor’::'n—en with the meaning of the Industrial Disputes ‘

Act, 1947 are specifically mentioned i the notification) in the 149£1947,
transferee Regional Rural Bank at the same remuneration and on
. the same ferws and conditions of service, which they were Zetting.

ar, as the case may be. by which they were being governed, im-

mediately before,’th& date on which the amalgamation takes ‘effect;

(b) notwithgtanding dY‘Vthlng contained in clause (a) where
any of the employees oi‘ the transferor Regf onal Rural Banks ot
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being workmen within the meaning of the Industrial Disputes Act,
1947 are specifically mentioned in the notification, or where any
employee of the transferor Regional Rural Banks has by notice
in writing given to the transferee Regmnal Rural Bank at any
time before the expiry of a period of three months next following
the date on which the amalgamation takes effect, intimated his
‘intention of not becoming an employee of the transferee  Re-
gional Rural Bank, the payment fo such employee of compensa-
tion, if any, to. which he is entitled under the Industrial Disputes
. Act, 1947, and such gratuity, provident fund and other retirement
L-eneﬁts ordinarily admissible to him under the rules or authori-

sations of *he concerned transferor Regional Rural Banks imme-

diately before that date;

(c) the other terms and conditions for ‘the amalgamatlon of
Regional Rural Banks; and

(d) the continuance by or against the transferee Regional

Rura! Bank of any pending legal proceeding by or against any

" transferor Regional Rural Banks and such consequential, inciden-

tal and supplemental provisions, as may, in the opinion of the

Certral Government, be necessary to give effect to the
amalgamation.

(4) Every notification issued under sub-section (1) shall, as soon
as may be after it has been made, be laid before each House of

v Parliament,

23B. (1) A notification issued under sub-section (1) of section 23A,
shall constitute sufficient notice of the provisions thereof to all the
parties concerned and shall be binding on the transferor Regional
Rural Banks and the transferee Regional Rural Bank and to the de-

positors, creditors, employees and all other persons having dealings
with such banks.

(2) Notwithstanding anything contained in the Transfer of
Properiy Act, 1882 or the Registration Act, 1908, any notification
issued under sub-section (I) of section 23A shall be gsufficlent

conveyance, in accordance with the provisions of the notification, of'

the business, properties, assets and liabilities, rights, interests, powers,
privileges, benefits and obligations of whatever nature of the trans-
feror Regional Rural Banks to the transferee Regional Rural Bank.

(3) On and from the date on which the amalgamation takes
effect under section 234, any reference to the transferor Regional
Rural Banks in any agreement, conveyance, assurance, power of
attorney or any other document of whatsoever nature, shall be deemed
to be a reference to the transferee Regional Rural Bank and the rights
and obligations of the transferor Regional Rural Banks shall be
deemed to be the rights and obligations of the transferee Regional
Rural Bank to the extent specified in the said amalgamation.

23C. On and from the date on which the amalgamation takes
effect under section 23A, the transferor Regional Rural Banks shall
ceage to carry on business, including that of making of any payment

. to any depositors or discharge any liability or obligation to the credi-

tors except to the extent as may be necessary for the 1mp1ementat10n
of the provisions of the said amalgamation.
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Regrwnm ‘Raural Bohks (Amendment) [ACT 1 oF 19&58]

Liquida- 3 élssﬁed ‘ for” the ‘amalga- atlon -of-
tion of h‘(l) of sectum 234, the
Regional ih the Official
%:;‘;ls. thereln ‘me
Stfab notvvlthstan ling anythmg ’(o Lhe contlary contalned in
~ ged o"gzé"’ Sl ., '
Inser- ' 14, After sectmn 24 of the prmmpal Act, the followmg sectlon shal'l be
tion of insertdd; namely —
new -
section
24A, , , _
Inspec. . “04A, Notwithstanding :anything contained in section 19 and
tion, - without prejudice to the provisions of section 35 of the Banking
audit - Regulation Act, 1949, the Sponsor Bank shall, from fime to time,
and monitor the promens of the Regional Rural Banks sponsored by it and
seruting specti ternal audit and to be made b
by the cause, inspection, internal audit and scrutiny to be made by one or
Sponsor ~ 'more of its oﬁlcers and suggest corrective measures to be taken by
Bank, ‘such Kegional Rural Bank.”. c ;
Amend- . 15. In section 28§ of the principal Act, in sub-section (2), after the
ment of ~words “the Reserve Bank”, the words® “or.the National Bank” shall be
section 1nserted
28, :
Amend. 16 In ser*tlon 29 of the prlnupal Act,—
ent Lo oo
Sg;firén Oi . (a) in sub- section (1), for the words “Reserve Bank” the words
29. - “National Bank” shall be substltuted
" (b) in sub-section 2, “after clause (b)‘, the following 'cla,use shall
. be inserted, nwlely — ‘ '
_ ““(ba) the manner in which the officers and other employeeq
> ot the Reglonal Rural Banks shall be appomted o
Amend- 17 In sect!on 30: of the prmcmeﬂ Act, in sub-section (1) “for the words
S‘;‘z_nt of . “R§§erve.Bank” “the' Words “National Bank” shall be substituted.
on U . A Yo T
20,
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