Salient features of Banking Regulation
Act 1949

The law relating to banking in India today is the outcome of gradual
process of evolution before 1949. The Indian companies Act 1913
contained special provisions relating to banking companies, which were
inadequate and were subsequently incorporated in the comprehensive
legislation passed in 1949 under the name of Banking Regulation Act 1949.
This Act was suitably amended a number of times to insert new provisions
and to amend the existing ones to suit the needs of changing
circumstances.

Structure of the Act

The original Act had 56 sections housed in five parts and five schedules.
After the amendments the Act of 1949 has 70 sections in Ten parts.

Salient features of the Act

1. A comprehensive definition of banking so as to bring within the

scope of the legislation all institutions which receive deposits,

repayable on demand or otherwise for lending or investment.

Prohibition of non-banking companies from accepting deposits

repayable on demand.

Prohibition of trading to eliminate non-banking risks.

Prescription of minimum capital standards.

Limiting the payments of dividends.

Inclusion the scope of legislation of banks registered outside the

provinces of India.

Introduction of comprehensive system of licensing of banks and

their branches.

8. Prescription of a special form of balance sheet and conferring of
powers on the Reserve Bank to call for periodical returns.

9. Inspection of books and accounts of a bank by Reserve Bank.

10. Empowering the central government to take action against
banks conducting their affairs in a manner detrimental to the
interests of the depositors.

11.Provision for bringing the Reserve Bank of India into closer touch
with banking companies.

12. Provision of an expeditious procedure for liquidation.

13. Bringing the imperial bank of India within the purview of some
of the provisions of the Bill.
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14. Widening the powers of the Reserve Bank of India so as to
enable it to come to the aid of banking companies in times of
emergencies.

Provision for the extension of the Act to acceding states

The Banking Regulation Act, 1949 is a comprehensive legislation that
regulates the functioning and governance of banks in India. Some of the
salient features of the Banking Regulation Act are:

Establishment and constitution of RBI: The Act establishes the Reserve
Bank of India (RBI) as the central bank of India and defines its powers and
functions.

Licensing of banks: The Act lays down the procedure for the licensing of
banks in India, and grants the RBI the power to regulate and supervise
banks and financial institutions.

Governance structure of banks: The Act provides for the governance
structure of banks, including the composition of the board of directors,
appointment of key executives, and regulatory requirements.

Maintenance of cash reserves: The Act mandates that banks maintain a
minimum percentage of their demand and time liabilities as cash reserves
with the RBI, to ensure their solvency and stability.

Regulation of credit: The Act empowers the RBI to regulate the flow of
credit in the economy, and to prescribe norms for lending by banks to
different sectors and types of borrowers.

Supervision and inspection of banks: The Act gives the RBI the power to
inspect and supervise the functioning of banks, to ensure compliance with
regulatory norms and safeguard the interests of depositors.

Restriction on insider trading: The Act prohibits insiders of a bank, such as
directors, key executives, and shareholders, from trading in the securities



of the bank to prevent conflicts of interest and manipulation of the stock
price.

Restrictions on lending: The Act lays down restrictions on lending by banks
to their directors, key executives, and other related parties, to prevent
abuse of power and protect the interests of depositors.

Customer protection: The Act provides for the protection of bank
customers, including depositors, borrowers, and other stakeholders, by
laying down rules and regulations for fair practices, disclosure of
information, and redressal of grievances.

Overall, the Banking Regulation Act is a crucial legislation that provides the
framework for the regulation and supervision of banks in India, to ensure
their stability, solvency, and compliance with regulatory norms.

in banking law, there are several types of cheques that are recognized and
accepted by banks. These include:

Bearer cheque: A bearer cheque is a type of cheque that is payable to the
person who presents it to the bank for payment. It can be transferred to
another person by delivery, and no endorsement is required on the cheque.

Order cheque: An order cheque is payable only to the person whose name
is written on the cheque, and it cannot be transferred to another person
without proper endorsement. The person to whom the cheque is payable
must endorse it on the back before it can be cashed.



Crossed cheque: A crossed cheque is one that has two parallel lines drawn
across the face of the cheque. It indicates that the cheque can only be
credited to the bank account of the payee and cannot be cashed over the
counter.

Anti-dated cheque: An anti-dated cheque is one that is written with a date
that is earlier than the current date. It is not a valid cheque until the date
written on it has been reached.

Post-dated cheque: A post-dated cheque is one that is written with a future
date. It cannot be cashed until the date written on it has been reached.

Stale cheque: A stale cheque is one that has not been cashed for a long
time after its issuance, usually more than three months. Banks may refuse
to honor stale cheques, and the payee must obtain a new cheque from the
drawer.

Self cheque: A self-cheque is one that is written by the account holder and
payable to himself/herself. It can be used to withdraw cash or transfer
funds from one account to another.

Travellers cheque: A travellers cheque is a type of cheque that is issued by
a bank or financial institution to be used by travelers in place of cash. It can
be cashed at any bank or exchange bureau and provides a secure and
convenient way to carry money while traveling.

Understanding the different types of cheques is essential in banking
transactions, as it helps ensure that cheques are correctly filled out,
endorsed, and presented for payment or clearance.



