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NOTIFICATION

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

Rolura Sailo,
Joint Secretary to the Govt. 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 Parbiament in the Forty-eight Year of the Republic
of India as follows:—

1. (1) This Act may be called the Reserve Bank Short title
of India (Amendment) Act, 1997. and com-
mencement,
(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 Ist day of April, 1997.

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

(1) 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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‘(@) “business of a non-banking finantial insti-
tution” means carrying on of the business of a
financial institution referred to in clause (c) and
mcludes busmess of a non-banking financial compa-
ny referred to in clause (f);’; . .

(2) in clause (c),—

(1) for the portion beginning with the words
“but does not include any institution, which,—”
and ending with the brackets, letter and words “(a)
agricultural operations; or™, the followisz shall be
substituted, namely :(—

“but does not include any institution, which carries
on as its principal business, —

(a) agricultural operations; or
(aa) industrial activity; or’;

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

Explanation.—For v
“industrial activity”” means any activity specified in
sub-clauses (1) to (xviii) of clause (c) of section 2
cl)g 6t£1e, Industrial Development Bank of india Act, 18 of 1564,

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

‘() “non-banking financial ccmpany’ mezns—
(i) a financial institution which is a company;

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

(iii) such other non-banking institution or class
of such institutions, as the Bank may, with the
previous approval of the Cerntral Goveinnment and
by notification in the Official Gazette, specify.’.

-
Insertion of 3. After section 43-1 of the principal Act, the foi-
new sections lowing sections shall be inserted, namely:—
45-1IA, 45-1B

and 45-IC.
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“45-IA. (1) Notwithstanding anything contained in
this Chapter or in any other law for the time being in
force, no non-banking financial company shall commence
or carry on the business of a non-banking financial ins-
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 cial Gazette, specify.

(2) Every non-banking financial company shall
make an application for réistration to the Bank may
specify:

Provided that non-banking financial company in
existence on the commencement of the Reserve Bank of
India (Amendment) Act, 1997 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 flnancial 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

(i) for such further period as the Bank, after
recording the reasons in writing 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 u_nder this sub-section shall in no case exceed six
years in the aggregate.
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(4) The Bank may, for the purpose of considcring
the applicatian for registration, require to be satished by
an inpection of the books of the non-banking financial
;:pnf;plagy or otherwise that the following conditions are
ulfilled:—

(a) that the non-banking financizl comipany 1s
or shall be in a position to. pay its present or future
depositers in full as and when™ their claims accrue;

(b) that the affairs of the non-banking finan-
cial company afe not being or are not likely to be
conducted in a maoner detrimental to the inicrest
of its present or fuiure depositors;

(c) ‘that the generat character of the ranage-
nmient or the proposed management of the non-bankiog
financial company shall not be prejudicial to the
public interest or thie interest of iis depositors;

(d) that the non-banking financial company has
adequate capital stucture and earning prospccls;

(¢) that the public interest shall be servcd by
the grant of certificate of segistration to the non-
banking finazncial company to commence or to carry
on the business in India;

(f) that the grant of certificate of registration
shail not be prejudicial to the operation and consoli-
dation of tte financial sector consistent with monetary
stabi'ity, economic growth and ¢ounsidering such other
relevant factors which the Bank may, by rotification
in the Official Gazette, specify; and

(g) sny othcr condition, fulfilment ol which i: the
opinion of ths Bank, shall be necessary to cnsure
that the cemmescement of or carrying on of the
business in [ndia by a non-banking financial coni-
pany shall not be prejudicial to the public intcrest
or in the interest of the dcpositors.

(5) The Bank may, after being satisfied that the
conditions specified in sub-section (4) are fulfilled, grant
a certificate of regzistration subject to such cosnditions
which it may considcr fit to impose.

(6) The Bank may cancel a certificate of registration
granted to a non-banking financial company under this
section if such company—



(i) ceases to carry on the business of a non-
tanking financial institution in India; or

_(ii) has failed to comply with any condition
subject to which the certificate of registration had
been issued to it; or

(1ii) at any time fails
ditions referred to in clauies (a) (@ (g) of sub-scc-
tion (4); or

(iv) fails -

(a) to comply with any direction issued by the
Bank undecr the provisibns of this Chapter; or

(b) to mairtain accounts in accordance with
the tequireruents of any law or any direction or
order issved by the Bank under the provisions of
this Chapter; or

(c) to submut or offer for inspectien 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 provisions
of this Chapter and such order has been in force
for a period of not less than three months:

Provided that before cancelline a certificate of reg:s-
tration on the ground that the non-banking financial
company has failed to comply with the provisions of
clause (1i) or has faited to fulfil any of the conditioas
referred to in clause (iii) the Bank, unless it is of the
opinion that the delsy in cancelling the certificate of
registration shall be prejudicial to public interest or the
interest of the depositers or the non-hanking financial
company, shall give an opportunity to sich 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 certificate of registration, such company
shall be given a reasonable opportunity of being heard.

() A company aggrieved by the order of rejection
of application for registration or cancellation of certificate
of registration may prefer and appeal, within a period of
thirty days from the date on which such order of rejec-
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tion or cancellation 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,
shall 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” means—

(a) the aggregate of the paid-up equity capital
and fre: reserves as disclosed in the latest balance-
sheet_of the company after deducting therefrom —

(i) accumulated balance of loss;

(i1) deferred revenue expenditure; and
(iii) other intangible assets; and
(b) further reduced by the amounts representing—

(Y) investments of such company in shares of—

(i) its sub-idiaries;

(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, —

(1) subsidiaries of such company; and

(ii) companies in the same group,
to the extent such amount exceeds temn per cent.

of (a) above.

(I)3“subsidiaries*;and “companies in the same
group” shall have the same meanings assigned to
1 of 1956. them in the Companies Act, 1956.



i 45-IB. (1) Every non-banking financial company shzll
invest and continue to jnvest in India :n unencumi-ered
approved securities, valued at a price wnot exceeding
the current market price of such securities, an amount
which, at the close ‘of business on any day, shull

less than five per cent. or such higher percentage
not exceeding twenty-five per cent. as the Bank may,
fron: time to time and by notification in the Official
.Gazette, specify, of the deposits outstanding at the ciose
of business on the last working day of the second pre-
- ceding quarter:

Provided that the Bank may specify different per-
centages of investment in respect of different classes of
- non-banking financial cempanies.

'(2) For the-purpose of ensuring complianc: with
the provisions of this section, the Bank may require
--'every - non-banking financial company to {urnich a
-return to it in such form, in such manuer aad ror
such period as may be specified by the Bank.

. (3) If the amount invested by a non-banking
financial company at the close of business on any day
falls below the rate specified under sub-section (I),
-such - company ‘shall be liable to pay to the Bauk, in
- respect of such shortfall, a- penal interest at a ratc of
.. three per-cent. per annum above the bank rate on such
amount by which the amount- actually invested falis sl.ort
of the specified percentage, and where the shortfali
continues in the subsequent quarters, the rate of penal
. interest shall be five per ' cent. per annum atove the
. .bank rate on such shortfall for e:ch subsequeni quarier.

(4) (a) The penal interest payable under sub-seciion
p)-_ shall be, payable within a period of fourteen days
rom the date on which a notice issued by the Bank
demanding payment of the same is served on the non-
- banking financial company and, in the event of a failure

... .of the non-tanking financial comparty to pay the saiie

- within such period, penalty may e levied by a directic n
of .the principal civil court having jurisdiction in the arca
where an office of the defaulting non-banking financial
- company is situated and such. direction shail be niad:
only upon an .application made in this tehalf to the
court by the Bank; and

(b) when the court makes a direction under
-clause (a), it shall issue -a certificate specifying the
--sum payable S
- and every suci certificaie shail be enforceab'e in the
same manner as-if it were a decree made by tte
court in a suit.

Ex—378/97
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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 with the provisions of sub-section
(1), it may notden.and the payment of the penal interest.

Explanation,—For the purposes of this section,—

(1) ““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;

(i) “‘unencumbered approved securities’ inctudes
the approved securities lodged by the non-banking
financial company with another institution for an
advance or any other arrangement to the extent to
which such securities have not been drawn against
or avuiled 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.

Reserve 45-1C. (I) Every non-banking financial company shali

fund. create areserve fund and transfer therein a sum not less
than twenty per cent. of 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 Bank
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 contained in sub-
section (I), the Central Government may, on the
recommendation of the Bank and havingregard 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 ia the order:



Insertion of

new section
45JA.
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Provided that no such order shall be made unless
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.’

4. Afier section 45J of the principal Act, the following
section shall pe inserted, namely: —

“45JA. (I) If the Bauk iss:tisfied that, in the public
interestfor .t regulate the financial system of the country
to its advantage or to prevent the affairs
banking financial company being conducted in a manner
detrimental to the nterest of the depositors ar in a
manner prejudicial to the interest of the non-banking
financlal 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 companies relating
to income recognition, accounting standards, making of
proper provision for bad and doubtful debts, capital
adequacy based on risk weights for assets 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 of 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) Without prejudice to the generality of the powers
vested under sub-section (1), 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 the 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 grcyp of
companies.”’.

5. In section 4SMA of the principal Act,—

Ex—378/97.
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(i) after sub-section (1), the following sub-sec-
tion shall be inserted, namely :(—

“(TA) 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 purpose 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 financial company or
companies relating to balance-sheet, profit and loss
account, disclosure of liabilities in the books of
account or any matter relating 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) Where 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 such special audit and
direct the auditor or the auditors to submit the report
to 1t.

(4) The remuneration of the auditors as may be
fixed by tbe 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 4SMA of the principal Act, the
following sections shall be inserted, namely :—

45MB. (1) 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 provisions of this Chapter, the Bank may
prokibit the non-banking financial company from accep-
ting any deposit.

Insertion

of new sec-
tions 4SMB
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-
ing financial compauny 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 continuanc: 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 thc Companies
Act, 1956.

(2) A non-banking financial company shall be
deemed to be unable to pay its debt if 1t has refused or
has failed to 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 provisiens of the Companies Act, 1956
relating to winding up of a company shall apply to a
winding up proceeding initiatcd on the application made
by the Bank under this provision.”

7 .After section 45SNA of the principal Act, the following
sections shall be inserted, namely:—

Bx-878/97
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Disclosure “4SNB. (I) any information relating to a non-
?_t‘mforma- banking financial company,—
ion.

(1) contained in any statement or return submitted
by such company under the provisions of this
Chapter; or

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

shall be treated as 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, with the previous permissicn of the
Bank, of any information furnished to thc Bank
under sub-section (I);

(b) the publication by the Bank if it 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
company or in accordance with the practice and
usage customary amengst such compantes or as per-
mitted or required under any other law;

Provided that any such information reccived by
a non-banking financial cempany under this clause
shall not be published except in accordance with the
practice and usage customary amongst companics or
as permitted or required under any other law,

(3) Notwithstanding anything contained in this Act
or in any other law for the time being in force, the
Bank, if it is satisfied that, in the public interest or in
the interest of the 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) Notwitbstanding anything contained in any law
for the time being in force, n» court or tribunal or 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 this Chapter.

45NC. The Bank, on being satisfied that it is ne-
cessary so to do, may declare by notification in the
Official Gazetie that any or all of the prouvisions of this
Chapter shall not apply to a non-banking institution or
a class of non-banking institutions or a non-bankine fi-
nancial compary 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 inserted, namely:—

“45QA. (1) Every deposit accept by a non-banking
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 ‘0 repay any depositor part thereof in accordance
with the terms and conditions of such deposit, the Com-
pany Law Board constituted under section 10E of the
Companies Act, 1956 may, if it is satisfied, either on its
own motion or on an application of the depositor,
that it s necessary so to do to safeguard the interests
of the company, the depositors or in the public interest,
direct, by order, the non-banking financial company 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 the 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 the non-banking
financial company and the other persons interested in
the mattter.

45QB. (1) Where a deposit is held 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
whom in the event of the death of the sole depositor or
the death of all the depositors. the amount of deposit
may be returned by the non-banking institution

(2) Notwithstanding anything contained in any other
Jaw for the time 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 entitied to
all:the 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 minerity of
the nominee.

(4) Payment by a non-banking institution in accor-
dance with the provisions of this section shall 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 person may
have against the person to whom any payment is made
under this section.

(5) No notice of the claim of any person, other
than the person or persons in whose name a deposit is
held.by a non-banking institution, shall be receiveable
by thegnon-banking institution, nor shall the non-banking
institution be bound by any such notice even though
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.”

10 of 1949.
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Substitution 9. For section 455 of the principal Act, the follow-
of new sec- ing section shall be substituted, namely .—
tion for

section 458,

Deposits “45S. (1) No person, being an individual or a

not to be firm or an unincorporated association of individuals shall,

accepted accept any deposit—

in certain

cases. (i) if his or its business wholly or partly includes
any of the activities specified in clause (c) of section
45-I; or

(ii) if 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 (1)
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 years
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 shall
cause extreme hardship to him, it may, by an order in
writing, extend such period by a period not exceeding
one year subject to such conditions as may be specified
in the order.

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

Explanation.— For the purpose of this section, a
person shall be deemed to be a relative of another Iif,
and only if,—

(i) they are members of a Hindu undivided
family; or



: Ex—378/97

16

(ii) they are husband and wife; or

(i) the one is related to the other in the
manner_indicated in the List of Relatives telow:—

List of Relatives

1. Father, 2. Mother (including step-mother),
3. Son (including step-son), 4. Son’s wife, 5.
Daughter (including step-daughter), 6. Father’s
father, 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 daugh-
ter’s husband, 14. Daughter’s husband, 1S.
Caughtier’s son, 16. Daughter’s son’s wife, 17.
Daughter’s daughter, 18. Daughter’s daughter’s
hasband, 19. Brother (including step-brother),
20. Brother’s wife, 21. Sister (including step-
sister), 22. Sister’s husband.”

10. In section S8B of the principal Act,—

) (a) after sub-section (4), the following sub-sec.
tions shall be inserted, namely :—

“(4A) If any person contravenes the provisions of
sub-section (1) of section 45-1A, he shall be punishable
with imprisonment for a term which shall not be less
than one year but which may extend to five years and
with fine which shall not be less than one lakh rupees
but which way 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 fine of not less than rupees fifiy 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;
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. bc inserted, -

“(aa) . fails'to comply with any direction given

._-::.:ox otder-made by the Bank under any of the pro-

: :wsxom of Chapter lll B; or”,
IEHE

l J

Zx -378/97 -

3 Qﬁ) after clause (a) the followmg clause shall'

.. .11. After se"étiou. 58F of fhe p.rinci.pal.Act, the -

following sectlon_shall_ b inserted,_name!y:—-

(l) Noththstandlng anything -contained in -
sectmﬂ. AS&B if the .contravention 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~banl:mg fmancml corpany -

:z,_t :‘..'l_-.‘:‘ '

rupees or -

53 s

sub-section (4A) or clause (a) or clausz (aa) of
. sub-section (S) of section' 58B,- a penalty not excee-

(a) a. penalty not exceedmg fzve thousand- :

(b) where the contravenuon or default is under e

.ding five lakh rupees or twice the amount-involved - - :

in such contravention or defauit, where the amount -

is quantifiable, whichever is more; and where such
. contravention or detault.is a continuing one, further

+pénalty which may extend to. twenty-five ‘thousand -
- rupees for every day, after the - first,- during whlch '

the contravention or default continues.

~ 5(2y .For. the ' purpose of impesing -penalty under
sub soction. (1), 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-

5 5:-banlcmg financial company.

(3) Any penalty imposed by the Bank under thls

sectien shall be payable withm a period of thirty days.

from.;the date on which notice issued by the Bank de-
manding-‘payment of the sum is served on the non-ban-
king-fimamcial company and, in the event of faiture of

the..-ion+banking  financial company to pay the sum -

wnthm such period, may be levied on a direction made

e

e registered office- or the head. ofﬁce of the non-;-_:,- ;

the mclpal civil court having jurisdiction in the area
anE ngjmancla:l qompany is situated:
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Provided that no such direction shall be made,
except -on-an: application:made by an dfficerof the Bank
authorised in this behalf, to by the-pzincipal: civil court.

(4) The court .which: makes.a direction nader sub-
section (3), shall issue a. certificate specifysing the sum

payable by tle non-banking - financial :eompany:and
every such certificate shall be enforceable in the same-

mauper as if it were a decree made by the court in a
civil-suit.

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

ning to any ceatraveation -or .default in “respect-of -

which.any. penaity has-been imposed: by the:Bank  under

this seclioa.

(6) Where any complaint has been.filed 3gainst g
non-banking financial company in a court in respect of
coutravention or default of the .natuge referred to in
section 58B, no proceedings for imposition.of pens ty
against that non-banking financial company shall be
taken .under- this section.”.

12. In.the: First Schedule to-the; pmncipal Act, for
items 1 and 2, he foliowing;-items_.nha]l be :substituted,
naimely :—

“l. 'The Western Area shall . consist. of the Stades
of Goa, Gwjarat, Madhya Pradesh and “Maharashtra
and: the Union Territories: of Dadra and Nagar Haveli
and Daman and.Diu.

2. The Eastern Area:shall consist. of $be States of
Arunachal Pradesh, Assam, Bihar, ‘Manipur, -Meghalaya,

Mizoram, Nagaland, Orissa,-Sikkim, Toipura and ~West -

Bengal and the Union territories ot ‘And#man: and Nico-
bar Islands.”.

13.(I) The Reserve Bank of India (Amendment) Ordi-
nance, 1997 is hereby repealed.

Ord. 2 of (2) Notwithstanding the repesl. of the Resesve Bank of

1997.

India (Amendment) Ordinance,; 1997 anyshirg done or any -

action taken under the principal:Act.as .ameaded by

the .said- Ordinance, shall - be: deemed to:have been done

or .taken under the principal ‘Act.as:amended by this
Act. -

«.R-egeal---ﬂnd .
saving.
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