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NOTIFICATION 

No. H. 12017/38/97-LJD, the 24th Octocer, 1997. The Following Central Act is 
bereby published for general information. 

2 of 1934. 

Rolura Sailo, 
Joint Secretary to the Gov!. of Mizoram, 

Law and Judicial Department. 

THE RESERVE BANK OF INDIA (AMENDMENT) ACT 

AN 
ACT 

further to amend the Reserve Bank of India Act, 1934. 

Be it enacted by Parliament in the Forty-eight Year of the Republic 
of India as follows:-

. I. (I) This Act may be called the Reserve Bank 
of India (Amendment) Act, 1997. 

(2) The provisions of this Act. other than section 9. 
shall be deemed to have come into force on the 9th 
day of January, 1997, and section 9 shall come into 
force on the 1 st day of April, 1997. 

2. In section 45-1 of the Reserve Bank of India 
Act, 1934 (hereinafter referred to as the principal Act).-

(I) clause (a) shall be renumbered as clause (aa) 
and before clause (aa) as so renumbered, the following 
clause shall be inserted, namely:-
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'(a) "business of a non-banking finantial'insti­
tution" means carrying on of the business of a 
�nancial in�titution referred t.o in clause (c) and 
mcludes busmess of a non-bankIng financial compa­
ny referred to in clause (f);'; 

(2) in clause (c),-

(i) for the portion beginning with the words 
"but does not include any institutIOn, which-" 
and ending with the brack�!s, letter and words ",<a) 
agrIcultural operatIOns; or- � the JolloWJ]",g shall be 
sllbstituted� namely:-

"but does not include any institution, which carries 
on as its principal business,-

(a) agricultural operations; or 

(aa) industrial activity; or"; 

(ii) the following Explanation shall be inserted 
at the end, namely:--

Explanation.-For the purposes of this clause, 
"industrial activity" means any activity specified in 
sub-clauses (i) to (xviii) of clause (e) of section 2 
of the Industrial Development Ball� of India Act, 18 of 1964. 
1964;'; 

(3) after clause (e), the following clause shall 
be inserted, namely:-

'(f) "non-banking financial ccmpan)." me<'.ns­

(i) a financial institution which is a c:.>mpany; 

(ii) a non-banking institu60n which is a com-
pany and which has as its principal business the 
receiving of deposits, under any scheme or arrange­
ment or in any other manner. or lending in any 
manner; 

(iii) such other Don-banking insti1ution or class 
of such institutions, as the Bank may, with the 
previous approval of the Central GoveJl1TI'ent and 
by notification in the Official Gszette, specify.'. 

3. After section 45-1 of the principal Act, 
lowing sections shall be inserted, namely;-

the foi-
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Requirement "45-IA. (I) Notwithstanding anything contained in 
of registra- this Chapter or in any other law for the time being in 
tion and force, no non-banking financial company shall commence 
nct owned or carry on the business of a non-banking financial ins--
fund. titution without-

(a) obtaining a certificate of registration issued 
under this Chapter; and , 

(b) having the net owned fund of twenty-five 
lakh rupees or such other amount, not exceeding 
two hundred lakh rupees, as the Bank may, by 
notification in the Official Ga�ette, specify. 

(2) Every non-bankin.ll. financial coml'any shall 
make an application for rejlistration to the Bank may 
specify: 

Provided that non-banking financial company in 
existence on the commencement of the Reserve Bank of 
India (Amendment) Act, 19017 shall make an application 
for registration of the Bank before the expiry of six 
months from such commencement and notwithstanding 
anything contained in sub-section (1) may continue to 
carry on the business of a non-banking financial institu­
tion until a certificate of registration is issued to it or 
rejection of application for registration is communicated 
to it. 

(3) Notwithstanding anything contained in sub-sec­
tion (1). a non-banking financial company in exsistence 
on the commen:ement of the Reserve Bank of India 
(Amendment) Act, 1997 and having a net owned fund 
of less than twenty-five lakh rupees may, for the purpose 
of enabling such company to fulfil the requirement of 
the net owned fund, continue to carry on the business 
of a non·banking financial institution-

(i) for a period of three years from such com­
mencement; or 

(ii) for such further period as the Bank, after 
recording the reasons in wnting for so doing, extend, 

subject to the condition that such company shall, within 
three months of fulfilling the requirement of the net 
owned fund, inform the Bank about such fulfilment: 

Provided that the period allowed to continue busi­
ness nnder this sub-section shall in no case exceed six 
years in the al:gregate. 
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(4) The Bank may, for the purpose .of considering 
the applicatian for registration, requjre to be sa\isl!ed by 
an inpcction of the books of the non·banking financial 
company or otherwise tbat the foHowing cond itions are 
fulfilled :-

(a) that the non-eanking financial comp8.ny IS 
or shall be in a posi tion to, pay its present or future 
depositors in full as and when"'- their c1aims accrue ; 

(b) that the affairs of the non-banking finan­
cial company are not being or a.re not like ly to be 
conducted in a manner detrimental to the interest 
of it� present or fUiure deposjtor:� ; 

(c) that the gcner:U. character of the nl3.llage­
ment or the proposed management of the non-b::mkiog 
financial comrany shall not be prejudicial to the 
pubJic jnte[e�t Of tlie interest of its depositors; 

(d) that :he non-banking financial company has 
adequate capi�al stucture and earning p1;ospcct:;; 

(,) that the public interest shall be served by 
the grant of certificate of registration to the non­
banking fin&ncial company to commence or to carry 
on the business in India; 

(f) tl�nt the grant of certificate of rc�i�tration 
shaH not be prejudicial to the operation and consoli­
dation of the financial sector con.�istent w;th monetary 
st3bi'i�), economic growth and considering such other 
reL'yant factors which the Bank may, by f'atificu'ion 
in the Official G<!zette, specify; and 

(g) ony oth:r condition, fulfilment o� which i(: the 
orinion of th� Bank, sball be necessary to ensure 
that the commencement of or carryi ng on of the 
business in IIldia by a non-banking financial com­
pany shaH not be prejudicial to the public interest 
or i n  the interest of the d..-:positors, 

('5) The Bank may, after being satisfied that the 
conditions specified jn sub-section (4) are fUlfilled, grant 
a certificate of registration subject to such condit ions 
which it may consider fit to impose. 

(6) The Bank rr:ay cancel a certificate of registration 
granted if) a non-banking financial company under this 
section if such company·-
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(i) ceases to c,arry on the business of a non� 
banking financial institution in lndia; or 

(ii) 11�s failed to comply with any condition 
subject to which the cer tificate of registration had 
been issued to it; or 

(iii) at any t,ime fails to fulfil any of tbe co"­
dilioflS referred to in cl;]U3CS (a) �o (g) of sut-sec­
tion (4); or 

(IV) fails --

(a) to comply with. 3Uy direction issued by the 
Bank under the provisi5ns of this Chapter; or 

(b) to mair.tnin accounts in ac:ordance with 
the tequirements of any law Of any direction or 
order issued by the Bank under the provisions of 
this Chapter; or 

(c) to submit or offer for inspection its books 
of account and other relevant documents when so 
demanded by an inspecting authority of the Bank; or 

(v) has been prohibited from accepting deposit 
by an order made by the Bank under the provisinns 
of tbis Chapter and such order has been in force 
for a p�riod of not less than three months: 

Provided that before canceHin3 a certificate of reg,s­
tration on th� ground that the non-banking finandrll 
company has failed to comply with the provisions of 
clause (ii) or has fatled to fulfil any of the conditio::1s 
referred to i n  clause (iii) the Bank, unless it is of the 
opinion that the deL:ly in cancelling the certificate of 
registration shall be prejudicial to public interest or the 
interest of the derositors or the non-b:mking financial 
company, shaH give an opportunIty to st}ch company on 
such terms as the Bank may specify for taking necessary 
steps to comply with such provision or fulfilment of 
such condition: 

Provided further that before making any order of 
cancellation of cer\ificate of regi;;tration, such company 
shall be given a reasorable opportunity of being heaId. 

(J) A company aggrieved by the order of rejection 
of application for registration or cancelldtion of celtificaie 
of registration may prefer and ap�al, within a period: of 
thirty'days from the date on which such order of reJec-
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tiCD or c:ll1cellation is communicated to it, to the Central 
Government where an appeal has been preferred to it, 
or of the Bank where no appeal has been preferred, 
shan be final: 

Provided -that before making any order of rejection 
of appeal, such company shall be given a reasonable 
opportunity of being heard. 

Explanation.-For the purposes of this section,--

(I) "net owned fund" me-ans-

(a) the aggregate of the paid· up equity capital 
and fre-! reserveS as disclosed in the latest baJance­
sbee(of tbe company after deducting therefrom-

(i) accumulated balance of loss; 

(ii) deferred revenue expenditure; and 

(iii) other intangible assets; and 

(b) further reduced by the amounts representing­

(I) investments of such company in shares of­

(i) its subjdiaries; 

(ii) companies in the same group: 

(iii) all other non-banking financial companies;and 

(2) the book value of debentures, bonds, out­
standing loans and advances (including hire-purchase 
and lease finance) made to, and deposits with,-

(i) subsidiaries of such company; and 

(ii) �companies)n the same group, 

to the extent such amount exceeds ten per cent. 
of (a) above. 

(II):t"subsjdiaries"�and "companies in the same 
group" shall have the same meanings assigned to 
them in the Companies Act, 1956. 

• 

• 
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, 45-IB. (1) Every non·banking financial company shdl Mainte­
-invest and· continue to ,invest in India in lInenCl m'-ered Ilal:ce of 
approved securities, valued at a pIice lIot tx,tedil1g rer(el1ta<l�c 
the curr�nt market p;ice of such securities, an am(junt of Jssets: 
which, at the close ,of business on any day, sh;.Jl rot be 
less than five per cent. or such higl1er percentage 
not exceeding tv.·enty-five per cent. as the Bank may, 
from time to time and by notification in the Offici,,;] 
Gazette, specify, of the deposits outstanding at the close 
of business on the last working day of the second pre-
ceding qu�uter: 

Provided that the Bank may sp�cify different per­
centages of investment In respect of different classes of 

, non-banking financial cGmpanies. 

'(2) For the purpose of ensuring compljanc,� with 
the provisions df this 'section, the Ban k may req llire 
every' non-banking financial compan y to furni�h a 
return to it in such form, in such manner a�ld lor 
such period as may be specified by the Bank. 

(3) If the amollnt invested by a non-bankng 
financial company at the close of business on any day 
falls below the rate specified under sub· section (I), 
such company ' sha]J be liable to pay to the Bank, iri 
,espect of such shortfall, a penal interest at a rare of 
three per cent. per annum above the bank ratc on such 
amount by which the amount actually invested falls s:�ort 
of the specified percentage, and where the shonfall 
continues in the subsequent quarters, the rate of penal 
interest shall be five per cent. per annum at-ove the 
bank rate on such shortfall for e_'ch subsequent qUJ.fler. 

(4) (a) The penal interest payable under sub·secljo,l 
(3) shall be, payable within a period of fourteen days 
from the date on which a notice issued by the Bank 
demanding payment of the same is served on the 11on­
,banking financial company and, in the event of a failure 
of the·,non.:.banking fmancial company to pay the S'll:.e 

. within such period, penalty may Ix; levied by a directi : n 
of . the principal civU c�urt having jurisdiction in the area 
where an office of the defaulting non-banking financial 
cgmpany is situated and such direction shall be 1liad,� 
only \Ipon an application .made in this behalf to the 
collrt by the Bank; and 

(b) when the court makes a direction under 
-dame (a). it shall issue Q. certificate specifying the 

� sum pa-yable by the non .. banking financial company 
and every such certificale shaH be enforceab�e Tn 1 be 
same manner as -if it were a decree made by tbe 
court in a suit. 
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(5) Notwithstanding anything contained in this 
section, if the Bank is satisfied that the defaulting non� 
banking financial company had sufficient cause for 
its failure to comply v.ith the provisions of sub-section 
(I). it may not dellland the payment of the penal interest. 

Explanation,-For the purposes of this section,-

(i) "approv�d securities" means securities of any 
State Government or of the Central Government 
and such bonds, both the principal whereof and the 
interest whereon shall have been fully and uncondi­
tionally guaranteed by any such Government; 

(ii) "unencumbered approved securities" includes 
the approved securities lodged by the non-banking 
financial company with another institution for an 
advance or any other arrangement to the extent to 
v"h;ch such securities have not been drawn ag;dnst 
or av ... i!ed of or encumbered in any manner; 

(iii) "quarter" means the period of three months 
ending on the last day of March, June, September 
or December. 

45-TC. (I) Every non-banking financial company shall 
create a reserve fund and transfer therein a sum not less 
than twenty per cent. ot its net profit every year as 
disclosed in the profit and loss account and before any 
dividend is declared. 

(2) No appropriation of any sum from the reserve 
fund shall be made by the non-banking financial company 
except for the purpose as may be specified by the Hank 
from time to time and every such appropriation shall be 
reported to the Bank within twenty-one days from the 
date of such withdrawal: 

Provided that the Bank may, in any particular case 
and for sufficient cause being shown, extend the period 
of twenty-one days by such further period as it thinks 
fit or condone any delay in making such report. 

(3) Notwithstanding anything c.Jntained in sub­
section (J), the Central Govemment may. on the 
recomln�ndation of the Bank and having regard to the 
adequacy of the paid-up capital and reserves of a non­
banking financial company in relation to its deposit 
liabilities, declare by order in writing that the provisions 
of sub-section (I) shall not be applicable to the non­
banking financial company for such period as may be 
specified ill the order: 



• 

Provided that no such order shall be made nnless 
the amount in the reserve fund under sub-section (I) 
together with the amount in the share premium account 
is not less than the paid-up capital of the non-banking 
financial company.' 

Insertion of 4. Afler section 45J of the principal Act, the foilowing 
new section section shall De inserted, namely: � 
45JA. 

Power of 
Bank to 
determine 
policy and 
issue direc­
tions. 

"45JA. (I) If the Bank is s,tisfied that, in the puhlic 
jntercst�or�tu,r..:gulate the financial system of the country 
to its advantage or to prevent the affairs of any nOD­
banking financial company being conducted in a manner 
detrimental to the mtcfl!st of the depositors nf in a 
manner prejudicial to the interest of the non-banking 
financIal company, it is necessary or expedient so to do 
it may determine the policy and give directions to all 
or any of the non-banking financial companie� relating 
to income recognition, accounting standards, making of 
proper provision for bad and doubtful debts, capital 
adequacy based on risk weights for (lssets and credit 
conversion factors for off balance-sheet items and also 
relating to deployment of funds by a non-banking 
financial company or a class oC non-banking financial 
companies or non-banking financial companies generally, 
as the case may be, and such non-banking financial 
companies shall be bound to follow the policy so 
determined and the directions so issued. 

(2) Wilhout prejudice to the generality of the powers 
vested under sub-section (l), the Bank may give directions 
to non· banking financial companies generally or to a 
class of non· banking financial companies or to any non­
banking financial company in particular as to-

(a) the purpose for which advances or other 
fund based or non-fund based accommodation may 
not be made; and 

(b) the maximum amount of advances or other 
financial accommodation or investment in shares and 
other securities which. having regard to tbe paid-up 
capital, reserves and deposits of the non-banking 
financial company and other relevant considerations, 
may be made by that non-banking financial company 
to any person or a company or to a grc'Qp of 
companies." . 

S. In section 45MA of the principal Act,- Amendment 
of section 
45MA. 
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Bank pro­
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alienation 
of assets. 

(i) after sub-section (I), the following sub-sec­
tion shall be inserted, namely :-

"(IA) The Bank may, on being satisfied that 
it is necessary so to do, in the public interest or in 
the interest of the depositors or for the purpo�e of 
proper assessment of the books of account, issue 
directions to any non-banking financial company 
or any class of non-banking financial companies or 
non-banking financial companies generally or to the 
auditors of such non-banking f inancial company or 
companies relating to balance-sheet, profit and loss 
account, disclosure of liabilities in the books of 
account or any matter reI ating thereto."; 

(ii) in sub-section (2), for the words "a non­
banking institution, being a company". the words "a 
non-banking financial company" shall be substituted; 

(iii) after sub-section (2), the following sub­
sections shall be inserted, namely :-

"(3) Wbere the Bank is of the opinion that it is 
necessary so to do in the public interest or in the inte� 
rest of the non-banking financial company or in the 
interest of the depositors of such company, it may at 
any time by order direct that a special audit of the 
accounts of the non-banking financial company in rela­
tion to any such transaction or class of transactions or 
for such period or periods, as may be specified in the 
order, shall be conducted and the Bank may appoint an 
auditor or auditors to conduct 5.uch special audit and 
direct the auditor or the auditors to submit the report 
t o  it. 

(4) The remuneration of the auditors as may be 
fixed by the Bank, having regard to the nature and 
volume of work involved in the audit and the expenses 
of or incidental to the audit, shall be borne by the non­
banking financial company so audited." 

6. After section 45MA of the principal Act, the 
following sections shall be inserted, namely :-

45MB. (I) If any non-banking financial company 
violates the provisions of any section or fails to comply 
with any direction or order given by the Bank under 
any of the provision<; of this Chapter, the Bank may 
prohibit the non-banking financial company from a(X:ep­
ting any deposit. 

Insertion 
of new sec­
tions 45MB 
and 45MC, 

• 

• 
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(2) Notwithstanding anything to the contrary con­
tained in any agreement or instrument or any law for 
the time being in force, the Bank, on being satisfied 
that it is necessary so to do in the public interest or in 
the interest of the depositors. may direct, 'the non·bank· 
iog f inancial company against which an order prohibi. 
ting from accepting deposit has been issued, not to sell, 
transfer, create charge or mortgage or deal in any 
manner with its property and assets without prior written 
permission of the Bank for .such period not exceeding six 
months from the date of the order. 

45MC. (I) The Bank, on being satisfied that a non­
banking financial company,-

<a) is unable to pay its debt; or 
(b) has by virtue of the provisions of section 

45-IA become disqualified to carry on the business 
of a non-banking financial institution; or 

(c) has been prohibited by the Bank from 
receiving deposit by an order and such order has 
been in force for a period of not less than three 
months; or 

(d) the continuanco of the non-banking financial 
company is detrimental to the public interest or to 
the interest of the depositors of the company, may 
file an application for winding up of such non-
banking financial company under the Companies 1 of 1956. 
Act, 1956. 

(2) A non-banking financial coml"'!'y shall be 
deemed to be unable to pay its debt if It has refused or 
has failed t o  meet within five working days any lawful 
demand made at anv of its offices or branches and the 
Bank certifies in writing that such company -is unable to 
pay its debt. 

(3) A copy of every application made by  the Bank 
under sub-section (I) shall be sent to the :.egistrar of 
Companies. 

(4) All the provisions of the Companies Act, 1956 
relating to winding up of a company shall apply to a 
winding up proceeding initiated on the applicatIon made 
by the Bank under this provision." 

Insertion of 7 .After section 45NA of the principal Act, the following 
new sec- sections shall be inserted, namely:-
tions 45NB 
and 45NC. 
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"4SNB. (I) any information relating to a non­
banking financial company,-

0) contained i n  any st,ltement or return suhmitted 
by such company under the provisions of this 
Chapter; or 

(ii) obtained through audit or inspection or 
othen,ise by the Bank, 

shall be treated a' confidential an shall not, except 
otherwise provided in this section, be disclosed . 

(2) Nothing in this section shall apply to-

(a) the disclosure by any non-banking finan­
cial company, v.ith the previous permissicn of the 
Bank, of any information furnished to the Bank 
under sub·section (I); 

(b) tbe publication by the Bank ifit considers 
necessary in the public interest so to do, of any 
information collected by it under sub·section (1) in 
such consolidated form as it may think fit without 
disclosing the name of any non-banking financial 
company or its borrowers; 

(c) the disclosure or publication by the non­
banking financial company or by the Bank of any 
such information to any other non·banking financial 
c(lmpany or in accordance with the practice and 
usage customary am0ngst such companies or as per­
mitted or required under any other law; 

Provided that any such information received by 
a non· banking financial company under this clause 
shall not be published except in accordance with the 
practice and usage customary amongst companies or 
as permitted or requiled under any other law. 

(3) Notwithstanding anything contained in this Act 
or in any Qlher law for the time being in force, the 
Bank, If it is satidied that, in the public interest or in 
the interest. of tbe depositors or the non-banking finan­
c;al company or to prevent the affairs of any non-bank­
ing financial company being conducted in a manner 
detrimental to the interest of the depositors, it is expe­
dient so to do, may. either on its own motion or on 
being requested, furnish or communicate any information 
relating to the conduct of business by any non·banking 
financial company to any authority constituted under 
any law. 
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(4) Notwithstanding anything contained in any law 
for the time being in force, n) court Of tribunal (If other 
authority shall compel the Bank to producer or to give 
inspection of any statement or other material obtained 
by the Bank under any prov'sions of til is Chapter. 

45NC. The Bank, on being satisfied that it is ne­
cessary so to do, may declare by notification in the 
Official Gazette that any or all of the pnJvisions cJ t:lis 
Chapter shall not apply to a non-banking institution PI' 
a c1ass of non-banking institutions or a non-bankinQ fi­
nancial company or to any class or non-banking finan­
cial companies either generally or for such period as may 
be specifled, subject to such conditions, limitations or 
restrictions as it may think fit to impose." 

8. After section 45Q of the principal Act. the following 
sections shall be in serted, namely:-

"45QA. (I) Every deposit accept by a non-bank;ng 
financial company. unless renewed, shall be repaid in 
accordance with the terms and conditions of such deposit. 

(2) Where a non· banking financial company has 
failed �o repay any depositor part thereof in accordance 
with the terms and conditions of such deposit, the Com­
pany Law Board constituted under section IOE of the 
Companies Act, 1956 may, if it is �atisfied. either on its 
own motion or on an 3pplication of the depositor, 
that it js necessary so to do to safeguard tbe interests 
of the company, Ihe depositors or in the public interest, 
direct, by order, the rion-banking financiarcompany to 
make repayment of such deposit or part thereof forth­
with or within such time and subject to such conditions 
as may be specified in 1 he order: 

Provided that the Company Law Board may, before 
making any order under this sub-section, give a reason­
able opportunity of being heard to tbe non-banking 
financial company and the other persons interested in 
the mattter . 

45QB. (I) Where a deposit is beld by a non­
banking institution to the cred"t of one or more persons, 
the depositor or, as the case may be, all the depositors 
together may nominate, in the manner prescribed by rules 

Ex-378/97 
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made by the Central Government under section 45ZA 
of the Banking Regulation Act, 194!, one person to iO of 1949, 
whom in the event of tbe death of the sole depositor or 
the death of all tbe depositors, the amount of deposit 
may be returned by the non-banking institution 

(2) Notwithstanding anything contained in any other 
Jaw for the dme being in force, or in any disposition, 
whether testan�entary or otherwise, in respect of such 
deposit, where a nomination made purports to confer on 
any person the right to receive the amount of deposit 
from the non-banking institution, the nominee shall, on 
the death of the sole depositor or, as the case may be, 
on the death of all the depositors, become entitled to 
all�tbe rights of the sole depositor or. as the case may 
be, of the depositors, in relation to such deposit to the 
exclusion of all other persons, unless the nomination is 
varied or cancelled in the manner prescribed by rules 
made by the Central Government under section 45ZA 
of the Banking Regulation Act, 1949, 

(3) Where the nominee is a minor, it shall be Jaw­
ful for the depositor making the nomination to appoint, 
in the manner prescribed by rules made by the Central 
Government under section 45ZA of the Banking Regu­
lation Act, 1949, any person to receive the amount of 
deposit in the event of his death during the minority of 
the nominee. 

(4) Payment by a non-banking institution in accor­
dance with the provisions of this section shaH constitute 
a full discharge to the non-banking institution of its 
liability in respect of the deposit: 

Provided that nothing contained in this sub-section 
shall affect the right or claim which any perSOll may 
have against the penon to whom any payment is made 
under this section. 

(5) No notice of the claim of any person, other 
than tbe person or persons in whose name a deposit is 
held. by a non-banking institution, shall be receive able 
by the�non-banking institution, nor shall the non-banking 
institutIOn be bound by any such notice even tbough 
expressly given to it: 

Provided that where any decree, order, certificate or 
other .,�authority from a court of competent jurisdiction 
relating to such deposit is produced before a non-banking 
institution, the non-banking institution shall take due 
date of such decree, order, certificate or other authority,',' 

• 

• 
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9. For section 45S of the principal Act, 
ing section shall be substituted, namely;-

the follow-

"458. (1) No person, being an individual or a 
firm or an unincorporated association of indivjduals shall, 
accept any deposi[-

(i) if hjs or its business wholly or partly includes 
any of the activities specified in clause (c) of section 
45-1; or 

(ii) jf his or its principal business is that of receiving 
of deposits under any scheme or arrangement or in 
any other manner, or lending in any manner: 

Provided that nothing contained in this sub-section 
shall apply to the receipt of money by an individual by 
way of loan from any of his relatives or to the receipt 
of money by a firm by way of loan from the relative 
or relatives of any of the partners. 

(2) Where any person referred to in sub-section (I) 
holds any deposit on the 1st day of April, 1997 which 
is not is accordance with sub-section (1), such deposit 
shall be repaid by that person immediately after such 
deposit becomes due for repayment or within three yelrs 
from the date of such commencement, whichever is earlier: 

Provided that if the Bank is satisfied on an appli­
cation made by any person to the Bank that such 
person is unable to repay a part of the deposits for 
reasons beyond his control or such repayment shaH 
cause extreme hardship to him, it may. by an order in 
writing, extend such period by a period not exceeding 
one year subject to sllch conditions as may be specified 
in the order. 

(3) On and from the 1st day of AptiI, 1997, no 
person referred to in sub-section (1) shall issue or cause 
to be issued any advertisement in any form for soliciting 
deposit. 

ExplaIiation.- For the purpose of this section, a 
person shall be deemed to be a relative of another if, 
and only if,-

(i) they are members of a Hindu undivided 
family; or 
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(ii) tbey are busband and wife; or 

(iii) the one is related to the other in the 
manne( indicated in the List of Relatives telow:-

List of Relatives 

J .  Father, 2. Mother (including step· mother), 
3. Son (including step·son), 4. Son's w,fe, 5. 
Daughter (including step·daughter), 6. Father's 
LIther, 7, Father's mother, 8. Mother's mother, 
9. Mother'S father, 10. Son's son, 11. Son's 
son's wife, 12. Son's daughter, 13. Son's daLlgh­
tec's husband, 14. Daughter's husband, 15. 
Daughter's son, 16. Daughter's son's wife, 17. 
Daughter's daughter, 18. Daughter's daughter's 
h'Jsband? 19. Brother (including step-brother). 
20. Brother's wife, 21. Sister (including ... tep­
sister). 22. Sister's husband." 

10. In sectioa 58B of tbe principal Act,-

(a) after sub-section (4), the f.)llowing sub· sec­
shall be inserted, namely;-

"(4:'-) If any person contravenes the provis�ons of 
sub-sectIon (1) of section 45-IA, he shall be pUnJshable 
with imprisonment for a term which shall not be less 
than one year but which may extend to f ive years and 
with fine which shall not be less than one lakh rupees 
but which may extend to five lakh rupees. 

(4AA) If an auditor fails to comply with any 
direction given or order made by the Bank under section 
45MA, he shall be punishable with fine which may 
extend to five thousand rupees. 

(4AAA) Whoever fails to comply with any order 
made by the Company Law Board under sub-section (2) 
of section 45QA. shall be punishable with imprisonment 
for a term which may extend to three years and shall 
also be liable to a f ine of not less than rupees fifty for 
every daY'during which such non-compliance continues."; 

(b) in sub section (5),-

(i) after the words "If any person", the ex­
pression "other than an auditor" shall be inserted; 

Amend­
ment of sec­
tion 58B. • 
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;'C: (i'l)·after c1aLlse (a), the folloWing clause shall 
're, .. insert.ed, namely:. ...... 

'. �'(aa) rails to comply with any direction given 
,-�or older made ,by the Bank under any of the pro­
. visions of Chapt<:r III-B; or", 

II. After section 58F of the principal Act, the 
following section shall b.:: inserted. namely:-

.': s,.': ;";," 
,"Ss€;,.,(I) Notwithst"nding anything contained in 

sectiOn 68B, .if the ·cOntraventiott or- default of the .nature 
referred to in section 58B is committed by a non-ban­
king financial company, the Bank may impose on such 
non-banki/lg financial company -

': '.4 ., '/ f • 

. t '  (a) a penalty not exCeeding five thousand 
.rll�;.-or 

.�, J; 
;:: 

(b) where the contravention or doCault· is under 
sub-section (4AJ or clause (aJ or clauso (aa) of 

. sui;>-.ection {5) of. section 58B, a penalty not excee­
,-ding five lakh rupees Of twice the amount involved 

in such contravention or default, where the amount 
is quantifiable, wbichever is more; and where such 

" contravention- or default is a continuing one, furtner 
" penalty which may extend to twenty-five thousand 

rupees for every day, after the first, during which 
the contravention or default continues.-

" (2).For, the purpose of imposing ·penalty under 
sub.S\lCtioli (I), the Bank shall serve a notice on the 
non .. banking' financial company requiring it to show 
cause why,_ ,the ,amount specified in the notice should 
not be imposed as a penalty and a reasonable opportu­
nity of being heard shall also be given to such non-

i:.Hf ..-/:J, . .!;;,"'" ;:bal'lkilig financial company. 

(3) Any penalty imposed by the. Bank under this 
sectien shall be payable wlthm a peTlod of thIrty days 
from.. 'the date 011 whIch nOllce ISSUed by the BInk de­
manding:'payment of the sum. is served on the non-ban­
king .financial .company and, m the event of failure of 
the .. i1ort.obaBking financial compmy to pay the sum 
within such period. may be levied on a directIon made 
b�e .l"incil'al civil court having jurisdiction in the area 
'If . w:�w. �f�w�t¥f.�4 ;?ffice �F th.e, head office of ,the,Alon�.· 
ban mgJ)j!l!!l911j!, "I'�.nY1s sltu.a�O(1.: ....... . ' " 
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Provided that no such direction shall be made, 

except on an· applicatiommade by an otlieerof the Bank 
authorised in this behalf, to by Ihe . principal civil Nort. 

(4) The cowtwhich makes, a direction nnder sub­

section (3), shall issue a cer.tificate specifying the sum 
payable by tl e non-banking fiaancial :.ompany·and 
every such certific.ate shaH be enforceable in the sam¢ 
manner as if it were a decree made by the court in a 
civil·' suit. 

(5) No complaint shall be filed against any oon­
banking financial company in any court of law pertai. 

ning to. any ,oontraveD::tion -or . -default in respect··of 
which.any penalty ha.-bectn imposed,by·.the,Bank under 
thIS sectwu. 

(6) Where any complaint has been. filod against a 
non-banking filiancial company in a court in respect of 
contravention -or defaUlt· ·of. the natUl'e "ererred to in 
,eclion 58B, no proceedingo for imposition .of penalty 
aga inst that non-banking financial company shall be 
taken.,under- this section.". 

12. In.lhe:First Schedule to' �J1ninCipal Act, for 
items I and 2, the following: items· I be .SUbstltUted, 
namely:-

.. 1. Tbe Western Area sball conml,·of the States 
of Goa, Gujarat, MaOitya Prad .. b and . Maharashlra 
and the Union Territorie$ of Dadra and Nagar Haveli 
and Daman and Diu. 

2. The Eastern A.aa.shall coBBist oLllle States of 
Arunachal Prade,b, Assam,.Blhar, 'Manipur, Meghaia,a, 
Mizaram, Nagaland, Orissa"Sikkim. TcipUfB and Weat 
Beagal and the Union territories,:ofAold_an. and Nico­
bar Islands .... 

13.(I) The Reserve Bank of India (Amellllmt:nt) Ordi. 
nallce. 1997 is hereby repealed. 

Ord. 2 of (2) Notwithstandiu8 the repeoi<of the Reserve Bank of 
1997. India (Amendment) Ordinance,. 1997 any.tlriag. done or any 

action taken under the principaL Ac'as .""""nded by 
the said. Ordinanoe, shall be,;d""med to·JallYebeen done 
or taken UDder tbe.principal ·Act.asl.mend<dby thi, 
Act. 

\400 . .  

Pu� -&;'IsSlledby thcControHer. Prin .... &�. � .. 
PrlIUocl at the Mizofml' 6ovt. Preis. "AiIrfd, e:,;Iel '100 
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