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THE REPRliSBNTATIONdF 1$ 'PEOPLE (AMENDMENT)
ORbiNANCE. '2002

No.4 OF 2002

fi.ofu\J1lbit~ 'Ii\. th.' l"ieridont in the fifty-third Y..r
of Ik, li.0p\lbl{c of India. ,

\:1 ". '!:":".' ;f'~.·' (: 1J:)iIJ H', 1'}""~,IT.:"IootH l-'

A. Ordinance further to amond the Representation of
tho People, Act, 1951.

, ,
, • j • •. .' ,.' '- ..,- , , ','"

. 'WHEREAS'·l>arJialllmt i.: nptJn.~sioJl and the
Presldenl Is ,.tisfied circumstances exl*l'Which rmdor it
.......ry for him to t"ke Immodiato action;
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Insertion
of new sec­
tion 33 A

Right to
information

Insertion
of new sec­
tion 33B

NOW, THEREFORE. in exercise of the pov....crs con­
ferred by clauser l) of article ]23 of tbe Constitution,
the President is pleased to promulgate the follo­
wing Ordinance :-
1. (1) This Ordinance may be called the Representation.
of the People (Amendment) Ordinance, 2002.

(2) Save as otherwise provided in this Ordinance,
the provisions of this Ordinance shall corue into force
at once.

2. After section 33 of the Representation of the Peo­
ple Act, 1951 (hereinafter referred to as the principal
Act), the following section shall be inserted, namely :-

"33A. (L) "- candidate shall, apart from ~I1lV infor­
mation which he is required to furnish, Ul1;Jcr this
Act or the rules made thereunder, in his nomina­
tion paper delivered under sub-section (1) of section
33, also furnish the information as to \vhcthcr-

til he is accused of any offence punishable
with imprisonment for two years or mote in
a pending case in which a charge ll(l'; been
framed by the court of competent jurisdiction;

[ii] he has been convicted of an offence [other
than any offence referred to in sub-secttcn (1)
or sub-section (2), or covered in sub-section
(3), of section 8] and sentenced to imprison­
ment for one year or more.

(2) The candidate or his proposer, as the case
may be, sha Il; at the time of delivering to the re­
turning officer the nomination paper under sub-sec­
tion (1) of section 33, also deliver to him an affi­
davit sworn by the candidate in a prescribed form
verifying the information specified in suh-scctionf l ).
(3) The returning officer shall, as soon as may be
after the furnishing of information to him under
sub-section (I), display the aforesaid information
by affixing -3 copy of -the affidavit, delivered under
sub-section (2), at a conspicuous place at .his office
for the information of the electors relating to a
ccnstituency. fo,t· which the nomination paper is
delivered:' .

3. After section 33A of the principal Act as so inserted,
the" fQllowing sestion shan be Inserted and s.iall be;
deemed' tobavebeen .i'ri!iert~d' with effect-from the :lrtd'
day of May, 2tlO2; niultery,.·:-,i'.. . '

Short title .....
and com­
mencement.

43 of 1951
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Candidate to
furnish infor­
mation only
under the Act
and the rules.

"33B. Notwithstanding anything contained in any
judgment, decree or order -of any- court or any cli-

o rection, order or any other instruction issued by the
Election Commission, no candidate shall be liable
to disclose or furnish any such information, in res­
pect of his election, which is not required to be
disclosed or furnished under this Act Of' the rules
made thereunder.".

Insertion 4. In Part V of the principal Ace after Chapter V.ll,
.of new the following Chapter shall be inserted, namely :-
Chapter VII/-\ .

'CHAPTER VilA

DECLARATION OF ASSETS AND LIABILITIES

Declaration
of assets
and abi­
lities.

75A. (1) Every elected candidate for a House of Parlia­
men t or the .Legislature of a State Shall, within ninety
days from the date on which he makes and subscribes
an oath or affirmation, according to the form set out
or the, purpose in the Third Schedule to the Constitu­

tton, for taking his seat in either House of Parliamentor in the Legislative Assemblyt of a State or the Legis­
lative Council of a State, as the case may be, furnish
he information, re luting to--

(i) the movable and immovable property of
which he is the owner or a beneficiary ;,

(ii) his liabilities to any public financial insti­
tution; and

(fit} his liabilities to the. Central Government
or rhe State Government.

.to _the Chairman of-the Council of States' or tbe
Speaker of the House of the People or the Chair­
man of the Legislative Council of a State or the
Speaker of the Legislative Assembly of a .State, as
the case,. may be. , "

(i) ho jof9Jmaiiqn ,undeisub'soCJfrill (I) shall be
furnished in such form and iJlsuc:h,planIlef as may
be prescribed in 'tlie- rules made 'i.Hider 'sub-section

,,(3),
-?

_.. '(3) >t1:l.eChatrm~n ofth(Co.lucll of Stai~,s or the
sptaket of''the/Hribso'ijf tli'O)'eppl."\>r 'the Chair­
man of the Legislative Collll:l;W'Of'-'ll'State or the
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SPeaker of the Legislative Assembly of a State, as
the case maybe, may make rules for the porposes
of sub section (2),

(4) The rules made by the Chairman of the Coun­
ell of States or the Speaker of the . House of the

People or, as the case may be, by the- Chairman of
the Legislative Council of a State or the Speaker
of the Legislative Assembly of a State under sub­
section (3) shall be laid, as soon as may be after
they are made, before the Council of States or the
House of the People or the Legislative Councilor
the Legislative Assembly, as the case may be, for
a total period of thirty days which may be corn­
prised in one session or in two Or more successive
sessions and shall take effect upon the expiry of
the said .period of thirty days unless they are sooner
approved with. or without modifications Of, disappro­
ved by the Council of States or the House of the
~eople or the Legislative Council or the Legislative
Assembly and where they are so approved, they
shall take effect on such approval fn the form In
which they Were laid Of in such modified form, as
the case may be, and where they are so disap­
proved, they shall be of no effect,

(5) The Chairman of the Council of States or the
Speaker ofthe House orthe People or, as the case
may be, the Chairman of the Legislative Council
of a State or fthe Speaker of "the Legislative
Assembly of a [State may direct that~any wilfu;l
contravention of the rules made under sub-section
(3) by an elected candidate referred! to in sub-see­
Jon (l) may be dealt with in the' same manner as
a breach of privilege of the Council rof States or
the' House 'of the Peopleor thenUjgisfative Council
or the Legislative Assembly, as,.'th~ case may be,
'" I' .." - -.' .-- L, .•

Explanatiou-For the purposes of this section.c-

(l\ "1~~"vllbJ' pronerty" ,p'~ns the. land and
1~!1a;rariyt{IIilil$li or' oiJ,l.!ir mileture attached
to'lho land "or permanently'f"otenod to anything,
which i) attached to the land;

(il). "movable ptoperty," means any ether 1"0­
perty which i~ not the immovable property and
Includes corporeal and incorpor...1 property of
every description;



5 Ex~3I5/2002

Insertion
of new sec­
tion 125A.

Penalty for
filing false
affidavit, etc.

(iii) "public financial institution" means a public
financial institution within the meaning of sec- I of 1956.
tion 4A of the Companies Act, 1956 and in-
cludes bank; and

[iv] "bank" referred to in caluse (iii) means-

(a) "State Bank of India" constituted under 23 of 1955.
section 3 of the State Bank of India Act, 1955;

(b) "subsidiary bank" having the meaning as­
signed to it in clause (k) of section 2 of the
State Bank of India (Subsidiary Banks) Act, 38 of 1959.
1959;

(c) "Regional Rural Bank" established under
section 3 the Regional Rural Banks Act, 1976; 21 of 1976.

(d) "corresponding new bank" having the mea-
ning assigned to it in clause (da) of section 5 10 of 1949.
of the Banking Regulation Act, 1949; and

(e: "co-operative bank" having the meaning
assigned to it in clause (cci) of section 5 of the 10 of 1949.
Banking Regulation Act, 1949 as modified by
sub-clause (i) of clause (c) of section 56 of
that Act.'.

5. After section 125 of the principal Act, the follo­
wing section shall be inserted, namely:-

"125A. A candidate who himself or through his
proposer, with intent to be elected in an election,-

(i) fails to furnish information relating to sub­
section (I) of section 33A; or

(ii) gives false information which he knows or
has reason to believe to be false; or

(ill) conceals any information,

Jr. bis somir.ation paper delivered under sub-section (I)
of section 3~ or in his aflidavit which Is required to
be delivered under sub-section (2) of section 33A, a.
tho ca•• may be, sball, notwithstanding anytbing contai­
ne. in any othe: aw for the time being in force, be
I'uni,babl. with imprisonment for a term whicb may
extend to six months, or with fine, er with both.".
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6. In section. 169 of the principal Act, in sub-section Amendment
(21, clause (a) shall be renumbered as clause (aa) there- or section
of, and before clause (aa) as so renumbered, the 169.
following clause shall be inserted, namely>

"(a) the form of affidavit under sub-section (2)
of section 33A,".

A.PJ. Abdul Kalam,
President.

Sub hash C. Jain
Secy. to the Govt. of India.

MINISTRY OF LAW AND JUSTICE

(Legislative Department)

New Delhi, the 21st August, 2002/Sravan, 30, 1924 (Saka)

THE SECURITlSATlON AND RECONSTRUCTION OF FINANCIAL
ASSETS AND ENFORCEMENT OF SECURITY INTEREST (SECOND)
ORDINANCE, 2002

No.3 OF 2002

Promulgated by the President in the Fifty-third Year of
the Republic of India.

An Ordinance to regulate securitisation and reconst­
ruction of financial assets and enforcement of securi ty
interest and for matters connected therewith or Inciden­
tal thereto.

'WHEREAS the Securitisation and Reconstruction of
Financial Assets and Enforcement of Security Interest Ordi­
nance, 2002 to provide for the aforesaid matters was
promulgated by the President on the Zl st day of
June, 7002 ;

AND WHEREAS the Securitisation and Reconstruc­
tion of Financial Assets and Enforcement of Securi tv Inte­
rest Bill, 2002 was introduced in the House of the People
to replace the said Ordinance but has not been passed;

AND WHEREAS Parliament is not in session and
the President is satisfied that circumstances exist which.
render it necessary for him to take immediate action
to give continued effect to the provisions of the said
Ordinance ;
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NOW, THEREFORE, in exercise of the powers
conferred by clause (I) of article 123 of the Constitu­
tion, the President is pleased to promulgate the follow­
ing Ordinance :-

CHAPTER I

PRELIMINARY

1. (II This Ordinance may be called the Securi­
tisation and Reconstrucricn cf Financ-ial Assets and
Enforcement of Security Interest (Second) Ordinance,
2002.

EX-JI 5j2002

f

(,) It extends to the whole of India.

(3) It shall be deemed to have come into force
on the 21st day of June, 2002.

Definitions. 2. ~D Til this Ordinance, unless the cotext otherwise
requues,-

(a) "Appellate Tribunal" means a Debts Recovery
Appellate Tribunal established under sub-section
(I) of section 8 of the Recovery of Debts Due to
Banks' and Financial Institutions Act, 1993; 51 of 1993.

(b) "asset reconstruction" means acquisition by any
securitisation company or reconstruction company
of any right cr interest of any bank Of financial
institution in any financial assistance for the pur-
pose of realisation of such financial assistance;

(c: "bank" means->

(i) a banking company; or

0) a corresponding new bank or

(iii) the State Bank of India; or

(iv) a subsidiary bank; or

(v) such other bank· which the Central Go­
vernment may, by notification, specify for the
purposes of this-Ordjnance;

(d) "banking company" sball· h~ve the meaning
assigned t.o it in clause (c) of section 5 of the
Boning !te.gnliijion ~ct,.)9~9.; . .~\ 10 of 1949.
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(e) "Board" means the Securities and Exchange
Board of India established undet section 1 of the
Securities and Exchange Board of India Act, i992; 15 of 1992.

(f) "borrower" means any person who has been
granted financial assistance by any bank or finan-
cial institution or who has given any guarantee or
created any mortgage or pledge as security for the
financial assistance granted by any bank or finan-
cia I institution and includes a person who becomes
borrower of a securitisation company or reconstruc-
tion company consequent upon acquisition by it of
any rights or interest of any bank or financial in-
stitution in relation to such financial assistance;

(g) "Central Registry" means the registry set up
or cause to be set up under sub-section (J) of sec­
tion 20;

(h) "corresponding new bank" shall have the
meaning assigned to it III clause (da) of section 5
of the Banking Regulation Act, 1949; IG of 1949.

(i) "Debts Recovery Tribunal" means the Tribunal
established under sub-section (l), of section 3 of
the Recovery of Debts Due to Banks and Finan-
cial Institutions Act, 1993; 51 ef 1'93.

0) "default" means non-payment of any principal
debt or interest thereon or any other amount pay-
able by a borrower to any secured creditor conse-
quent upon which the account of such borrower is
classified as non-performing asset in the books of
account of the secured creditor in accordance with
the directions or guidelines issued by the Reserve
Bank;

(k) "financial assistance" means any loan or advance
granted or any debentures or beads subscribed or
any guarantees given or letters of credit established
or any other credit facility extended by any bank
or financial institution;

(I) "financial asset" mean' debt or receivables and
inciudes-

(i) a claim to aay debt or receivables or part
thereof. whether secured or unsecured; or

(il) any debt or receivables secured by, mort­
.a•• of, or charge on, lmaovabl. property; or

..
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"

of 1956.

51 of 1993.

42 cf 1952.

2 of 1934.

(iii) a mortgage, charge; hypothecation. or.pledge
of movable property; or , "; _., '~" _

(iv) any right or Interest !n the security, whe­
ther fuller part underlying such debt or

',' -.receivable: or' ;!

~(.v)- any .beneficial interest in property; whether
mevoble or immovable, or if. suc'i debt; recei..
vables, whether such interest is existing,' future,
accruing, conditional or contingent; or

(vi) any financial assistance;

(rn) "financial institution" means-

(i) a public financial institution within the mea­
ning of section 4A of the Companies Act,
1956;

{ii l any institution specified by the Central Go­
vernment under sub-clause (ii) of clause (h) of
section 2 of the Recovery of Debts Due to
Banks and Financial Institutions Act, 1993;

(iii) International Finance Corporation establis­
hed under the International Finance Corpora­
tion (Status, Immunities and Privileges) Act,
1958;

(iv) any other institution or non-banking finan­
cial company as defined in clause (f) of section
45-1 of the Reserve Bank of India Act, 1934,
which the Central Government may, by notifi­
cation, specify as financial institution for the
purposes of this Ordinance;

(n) "hypothecation" means a charge in or upon any
movable property, existing or future, created by a
harrower in favour of a secured creditor without
dellvery of possession of the movable property to
such creditor, as a security for" financial assistance
and includes floating charge and crystallisation of
such charge into fixed charge on movable property;

(0), ~'no.o·p.,rfor.raing asset" mean. aa aset .or ac­
count. of a borrower. which has been. classified by
a bank or financial institution ali sub-standard,
doubtful or loss asset, in accordance with the di­
r.clio•• or under guideli"". relating to ...et clo".
Ilc:ation, issued by lh. R••erve Bank; ....•



(Il) "natification" means a ngliJ.icatioo ~ublishcd in
the Official Gazette ; .

(q) "obllgor" means a J"'FSaR Iiabl~ to theerigmator,
whether under a contract or otherwise. to pay a
financial asset or to discharge any obligation in
respect of a financial asset, whether exisring, future
ecaditional or conlinFAt 3Bd in~luq~6 ~he borro­
wer;

(r) "originator" means the owner of a tina-ncial asset
which is aquired by a securitlsation company or
reconstruction company for the purpose. of secoritt­
sation or asset reconstruction;

(8) "prescribed" means prescribed by rules made
under this €lrdinancc;

(t) "property" means-

(i] immovable property;
(ii) movable property;
(iii) any debt or any ri!\l1t to receive Pay­

ment of money, whether secure or unsecured;
(iv) receivables, whether existing or future;

(c) intangible asse-ts, being know..how, pa­
tent, copyright, trade mark, licence, franchise
Of any other business or commercial right
of similar nature;

(u) "qualified institutional buyer" means a flna- IS of 1992.
J1:ci~1 iastitution, insurance company, bank, state
fiRancial corporation, state industrial development
corporation, trustee or any asset maaagemeut com-
pany making investment on behalf of mutual fund
or provident .fund ~r gratuity fund or pension
fund or a foreign institutional Investor registered
under the 'Securities and Exchange' Board of India
Act, 1992 or regulations mad. thereunder, or any
otRer body corporate as may be· specified by
tho Board;

(v) "reconstruction company" means a company
form... and registered under the Companies Act, I of 1950.
HIS' for the PU1POse of a~sot reconstruction;

(w) "Registrar of companies" means the registrar 1 of 1956.
d.an_ in clause (40) of s.ctiOlle2 of the Com-
panics Act, HI56;

•



II

of 1956.

I

N "!teserye !t~n!>" m,~~~ the R~e ~k of
lq4m ~gl\'Jilultd llW!<;I' ~i(l!\ 1 ~ tll~ lleserve 2· of 1934.
'1taitk of indj~ Act, 1934.

(y) "~.Ile.ll!f' m~I\~ II S/i.lWme illy;li!!¥. $)lb$Cripliml
to $~yri!¥ re!<Oipl3 prOJlQSO!'! t!, bf i.~ed by a
~eq,1rlHs:Ett!Qn c9f1lP~!1Y or recoastracnon com-party
\I!lgo, th~l i!\'!!!¥\¢;

'(Zl "securitisation" m~a\l's ~Gq,#isition of financial
assets by any securitisfttion. company 0, reconstrne­
tion company from any o-iginaior. 'whether by rai­
sing ~Qf funds by such se>;:~rifisat~o~ cQm_p~py or
rl'!;onsl,rnctiolj company frQID quahfied IllSlftnliona!
bp)'er~ by issue of security receipts representing
undivided interest in such financial asse:.s or
9tl}efwi~~;

(za) "securitisation company" m~#n~ any cempany 1
formed and registered under the Companies Act,
1956 for the purpose of securitisation:

(zb) "security agreement" means all agreement,
instrument or any other document or arrangement
R.aq~r wqi~9 security il}t~r~~t is created ill favour of
the secured creditor iQduqing the creation of mor­
18qg~ by deposit of title defds with the secured
credItor· .- .- ..
(zc) "secured asset" means the property on which
security interest crea ted; .

(zd) "secured creditor" means any bank or fiaan­
cia! institution per any consortium or group of banks
or financial institutions and includes-

(i) debenture trustee appointed DY any bank
or financial institution; 'or;
l)i) securitisation company or reconstruction
~On'lP81lY: orom any other trustee holding securities on
behalf of a bank of financial institution,

in whose favour security interest is l:?re.teq for due
repayment by any borrower or any finanCIal assistance.

(zc) , "secured debt'i means a debt which is securedpy ant-"~~cBrit.)'· ij)t~r~t; ., - .

- (#) '~~~t:'ity i!1~r~sf' mc~~sJig~!,.ti~'~c~nd interest
.of any kInd whatsoever upon Propetl!;'Created In



23 of 1955.

38 of 1959.

9 of 1872.
4 of 1882.
1 of 1956.
15 of 1992..
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'f~vQ,~r -qf ajiy .secured creditor and includes any
mortgage, charge, hypothecation, assignment ether
than those specified III section 31;

, -Izg) "Security receipt" means a receipt or other
security, issued by a securitisation company or re­
construction company to any qualified institutional
buyer pursuant to a scheme, evidencing the purchase
or acquisition by the holder, thereof, of an undivi-

- ded right, title or interest in the financial asset
involved in securitisation.

{zh t "sponsor" means any person holding not less
than ten per cent. of the paid-up equity capital of
a 'securitisation company or reconstruction company;

(zi) "State Bank of India" means the State Bank of
India constituted under section 3 of the State
Bank of India Act, 1955 ;

(zj) "subsidiary bank" shall have the mcanmg
assigned to it in clause (k) of section 2 of the
State Bank of India (Subsidiary Banks) Act, 1959.

(2) Words and expressions used and not defined
in this Ordinance but defined in the Indian Con­
tract Act, 1872 or the Transfer of Property Act.
1882 or the Companies Act, 1956 or the Securities
and Exchange Board of India Act, 1992 sha II have
the same meanings respectively assigned to them
in those Acts.

CHAPTER II

REGULATION OF SECURITISATION AND RECONSTRUCTION OF FINAN­
CIAL ASSETS OF BANKS AND FINANCIAL INSTITUTIONS

3. (1) No securitisation company or reconstruction ReJistr.atiell.
company shall commence or carryon the business of of
securitisation or asset reconstruction without- .,- seeuritisatio'lI.

eea,1J••iH . :r
(a) obtaining a certificate of registration granted rec••stractioa ..
under this section; and , c.o.a,Pl_iOl.

(b) having the owned fund of not less than two
crore rupees orsuch other amount not exceedisg
fifteen per cent. of total financial assets acquired.
or to be acquired, by t_he securitisation company er

..' reconstruction company, as the Reserve Bank may,
by notification, specify :
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Provided that the Reserve Bank may, hy notifica­
tion, specifY different amounts of owned fund for diffe­
rent class or classes of securitisation companies Or re­
construction companies:

Provided further that a secnritisation company or
reconstruction company, existing on- the commencen'Cllt
of this Ordinance, shall make an appHcation for regis­
tration to the Reserve Bank before the expiry of six
months from such commencement and notwithstanding
anything contained in this sub-section may continue to
carryon the business of securitisation or asset rcccn­
struction until a certificate of registration is granted to
it or, as the case may be, rejection of application for
registration is communicated to it.

(2) Every securitisation company or reconstruction
company shall make an application for registration
to the Reserve Bank in such form and manner as
it may specify.

(3) The Reserve Bank may, for the purpose of
considering the application for registration of a
securitisa tion company or reconstruction company
to commence or carryon the business of securiti­
sation or asset reconstruction, as the case may be
require to be satisfied, by an inspection of records
or books of such securitisation company or recon­
struction company, or otherwise, that the following

• conditions are fulfilled, namely :_

EX-3 I5/2002

(a) that the securitisation company or recon­
struction company has not incurred losses in
any of the three preceding financial years;

(b) that. such securitisation company or re­
construction company bas made adequate ar­
rangements for realisation of the financial assets
acquired for the purpose of securitisation or
asset recomtruction and shall he able to pay
periodical returns and redeem on respecuve due
dates on the investments made in the COmpany
hy the qualified institutional buyers or other
persons;

(c) that the directors of ,ecutilisation compa­
ny or reconstruction company have adequate
professional experience in matters reJatw to
fin~UI04J. liIccuritiaatiolt and reconstructiOll'
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(d)" that the board of directors of such- secun­
tisation company or reconstruction company
does not consist of more than half of its total
number of directors who are either nominees
of any sponsor or associated in any manner
with the sponsor or any of its subsidiaries;

(e) that any of its directors has not becu COn­
victed of any offence involving moral turpitude:

(0 that a sponsor. is not a holding company
of the securitisation company Or reconstruction
company, as the case may be, or, docs not
otherwise hold any controlling interest in such
securitisation company or reconstruction com­
pany;

(g) that the securrtrsanon company or recon­
struction company has complied witb or 1<'; in
a position to comply with prudential norms
specified 'by the Reserve Bank.

(4) The Reserve Bank may, after being satisfied
that the conditions specified in sub-section (3) are
fulfilled, grant a certificate of registration to the
securitisation company or the reconstruction com­
pany to commence or carryon business of securiti­
sation or asset reconstruction, subject to such con­
ditions, which it may consider, fit to impose.

(5) The reserve Bank may reject the applicat ioa
made under sub section (2) if it is satisfied that the
conditions specified in sub-section (3) are not ful­
filled:

Provided that before rejecting the application,
the applicant shall be given a reasonable .rppcrtu
nity of being heard.

(6) Every securitisarion company or reconstruction
company, shall obtain prior approval of the Re­
serve Bank for any substantial change in its mana­
gement or change of location of its registered
Dffice or change in its name:

Provided that the decision of the Reserve Bank,
whether the change in management of a -secutitisa­
tion company or a reconstruction company is ,..
substantial change in its management or not, shall
be final.
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EXPLANATlON.- For the purposes of this
section. the expression "substantial change in ma­
nagement" means the change in the management
by way of transfer of shares or amalgamation or
transfer of the business of the Company.

4. (1) The Reserve Bank may cancel a certificate of
registration granted to a securitisation company or a re­
construction company, if such company-

(a) ceases to C;;IffY on the business of securi­
tisation or asset reconstruction ; Or

(b) ceases to receive or hold any investment
from a qualified institutional buyer;

or

(c) has failed to comply with any conditions
subject to which the certificate of registration
has been granted to it; or

(d) at any time fails to fulfil any of the COn­
ditions referred to in clauses (a) to (g) of sub­
section (3) of section 3; or

EX-315j2002

(e) fails to-

(i) comply with any direction issued by the
Reserve Bank under the provisions of this
Ordinance; or

(ii) maintain accounts in accordance with the
requirements of any law or any direction or
order issued by the Reserve Bank under the
provisions of this Ordinance; or

(iii) submit or offer for inspection its books
gf account cr other relevant documents when
so demanded roy the Reserve Bank; or

(iv) obtain prior approval of the Reserve
Bank required under sub-section (6) of section 3:

Provided that before cancelling a certificate of registra­
tion ori tho ground that the securjtisation company Or
recOllStr'uction company has failed to comply with the
provisions of clause (e) or bas failed to fulfil any of
HIe conditions referred to in clause (d) or sub-clause (iy)
of clause> (e), the Reserve Bank, unless it is of the opi­
nion that the delay ·in cancelling tho . c«titicllte of

~------------
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registration granted under suo-section (4) of section 3
shall be prejudicial to the public interest or the inte­
rests of the investors Or the securitisation company or
the reconstruction company, shall give an opportunity
to such company on such terms as the Reserve Bank
may specify for taking: necessary steps to comply with
such provisions or fulfilment of such conditions

(2) A securitisation company or reconstruction
company aggrieved by the order of rejection of
application for registration or cancellation of cer­
tificate of registration may prefer an appea l , within
a period of thirty days from the date on which
such order of rejection or cancellation is cotnmu­
nlcated to it, to inc Central Government.

Provided that before rejecting an appeal such
company shall be given a reasonable opportunity
of being heard.

(3) A securitisation company or recons.truction
company, which is holding investments of qualified
institutional buyers and whose application for grant
of certificate of registration has been rejected or
certificate of regbtration has been cancelled shall,
notwithstanding such rejection or cancellation, be
deemed to be a securitisation company OT recon­
struction company until it repays the entire invest­
ments held by it (together with interest, if any)
within such period as the Reserve Bank may direct.

5. (1) Notwithstanding anything contained in any ag­
reement or any ether law for the time being in force,
any securitisation company or reconstruction company
may acquire financial assets of any bank or financial

institution -

(a) by issuing a debenture or bond or any
other security in the nature of tbe debenture,
for consideration agreed upon between such
company and the bank or financial institution,
incorporating therein such terms and conditions
as may be agreed upon between them; or

(b) by entering into an agreement with such
bank or financial institution for the transfer of
such financial assets to such company on such
terms and conditions as may be agreed upon
between them.

(2) If the bank or financial institution is a lender
in relation to any financial assets acquired under

Acquisition
of right. or
interest itt
financial
assets.

\
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Notice to
obligor and
discharge
of obliga-

"sub-sectioa (1) by the sccuritisarion company Or the
reconstruction company, such securitisation com­
pany or reconstruction company shall, on such
acquisition. be demed to be the lender and all the
rights of such bank or financial institution shall
vest in such company in relation to such financia i
assets.

(3) Unless otherwise expressly provided by this
Ordinance, all contracts, deeds, bonds, agreements,
powers-of attorney grants of Iegul ieoresent-uion,
permissions. approvals, consents Or no objections
under any law or otherwise and other instruments
of whatever nature which relate to the said finan­
cial asset and which are subsisting or having effect
immediately before the acquisition of financial
asset under sub-section (1) and to which the
concerned bank or financial institution is a party or
which are in favour of such bank or financrai institu­
tion shall, after the acquisition of the financial
assets. be of as full force and effect against or in
favour of the securitisation company or reconstruc­
tion company, as the case may be, and may be
enforced or acted upon as fully and effectua l1y as
if, in the place of the said bank of financial insti­
tution, the securitisation company or the reconstruc­
tion company, as the case may be, had been a party
thereto Or as if they had been issued in favour of
the securitisation company or reconstruction compa­
ny, as the case may be.

(4) If, on tbe date of acquisition of financial asset
under sub-section (1), any suit, appeal or other
proceeding of whatever nature relating to the said
financial asset is pending by or against the bank
or financial institution, save as provided in the
third proviso to sub-section (I) of section 15 of the
Sick Industrial Companies (Special Provisions) Act, I of 1986.
1985, the same shall not abate; or be discontinued
or be, in any way. prejudicially affected by reason
of the acquisition of financial asset by the securiti-
sation company or reconstruction company, as the
case may be, but the suit, appeal or other procee-
ding may be continued, prosecuted and enforced
by or against thl: sccurhisation company or recons-
truction company, as the case may be.

6. (1) The bank or financialInstitution may, if it con­
siders appropriate, give a notice of acquisition of finan­
cial assets by any securitisatiou company or reconstruc­
tion company, to the concerned obligor and any other
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tion of
such ob­
ligor .

Issue of
security by
raising of
receipts or
funds by
securitisa­
tion corn­
pany or
reconstruc­
tion com­
pany.

concerned person and to the concerned registering au­
thority (including Registrar of Companies) in whose
jurisdiction the mortgage. charge, hypothecation, assign­
ment or other interest created on the financial assets
had been registered.

(2) Where a notice of acquisition of financial asset
under sub-section (1) is given by a bank or finan­
cial institution, the obligor, on receipt of such
notice, shall make payment to the concerned secu..
ritisanon company or reconstruction company, as the
case may be, and payment made to such company
in discharge of any of the obligations in relation
to the financial asset specified in the notice shall
be a full discbarge to the obligor making the pay­
ment from all liability in respect of such payment.

(3) \\t here no notice: of acquisition of financial
asset under sub-section (1) is given by any bank or
financial institution, any money or other properties
subsequently received by the bank or financial in..
stinnion, shall constitute monies or properties held
in trust for the benefit of and on behalf of the
securitisation company or reconstruction company,
as the case may be, and such bank or financial
institution shall hold such payment or property
which shall forthwith be made over or delivered to
such securiusauon company or reconstruction com­
pany, as the case may be, or its agent duly autho­
rised in this behalf.

7_ (I) Without prejudice to the provisions contained
in tbe Companies Act. 1956, the Securities Contracts
(Regulation) Act, 1956 and the Securities and Exchange
Board of India Act. 1992, any securitisation company
or reconstruction company, may. after acquisition of
any financial asset under sub-section (1) of section 5,
offer security receipts to qualified institutional buyers
(other than by offer to public) for subscription in ac­
cordance with the provisions of those Acts.

12l A securitisation company or reconstruction
company may raise funds from the qualified insti­
tutional buyers by formulating schemes fOT acqui­
ring financial assets and shall keep and maintain
separate and distinct accounts in respect of each
such scheme for every financial asset acquired out
of investments made by a qualified institutional
buyer and ensure that realisations of such financial

1 of 1956.
42 of 1956.
15 of 1992.
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asset is held and applied towards redemption of
investments and payment of returns assured on
such investments under the relevant scheme.

(3) In the event of non-rea lis.at ion under sub­
section 12', of financial assets, the qualified institu­
tional buyers of a securitisation company or recon­
struction company holding security receipts of not
less thau seventv-five per ce-nt. tit' the total value
of the security receipts issued by such company,
shall be entitled to call a meeting of all the qua­
lified institutional buyers and every resolution passed
in such meeting shall be binding on the company.

(4) The qualified institutional buyers shall, at a
meeting called under sub-section 0), follow the
same procedure, as nearly as possible as is followed
at meetings of the board of directors of the secu­
ritisation company or reconstruction company, as
the Case may be.

1 of 1908.
3. Notwithstanding anything contained in sub-section

(I) of section 17 of the Registration Act, 1908. ~~

(a) any security receipt issued by the secunusa­
tion company or reconstruction company, as the case
may be, under sub-section (1) of section 7, and not
creating, declaring, assigning, limiting or extinguishing
any right, title or interest, to or in immovable proper­
ty except in so far as it entitles the holder of the se­
curity receipt to an undivided interest afforded by a
registered instrument; or

(b) any transfer of security receipts, shall not require
compulsory registration.

9. Without prejudice to the provisions contained in any
other law for the time being in force, a securiti­
sation company Or reconstruction company may, for
the purposes of asset reconstruction, having regard to
the guidelines framed by the Reserve Bank in this behalf,
provide for anyone or more of the following measures
namely :-

(a) the proper management of the business of the bor­
rower, by change in, or take over of, the manage­
ment, of the business of the borrower;

(b) the sale or lease of a part or whole of the
business of the borrower;

Exemption
from regis­
tration of
security
receipt.

Measures
for assets
reconstruc­
tion.
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(c) rescheduling of payment of debts payable by
the borrower;

(d) enforcement of security interest in accordance
with the provisions of this Ordinance;

(e) settlement of dues payable by the borrower;

(n laking possession of secured assets in accordance
with the provisions of this Ordinance.

10. (1) Any securitisatiou company or reconstruction
company registered under section 3 rnay-

(a) act as an agent for any bank or financial insti­
tution for the purpose of I ccovering their dues from
the borrower 0:1 payment of such fee or charges as
may be mutually agreed upon between the parties;

(b) act as a manager refferred to in clause (c) of
sub-section (4) of section 13 on such fee as may
be mutually agreed upon between the parties;

(c) act as receiver if appointed by any court or tribunal:

Provided that no securitisation company or reconstruc­
tion company shall act as a manager if acting, <is such
gives rise to any pecuniary liability.

(2) Save as otherwise provided in sub-section (1),
no securitisation company or reconstruction company
Which has been granted a certificate of rcgistration
under sub-section (4) of section 3, shall con.rnence
or carryon, without prior approval of the Reserve
Bunk, any business other than that of secu.itisution
or asset reconstruction;

Provided that a securitisation company or reconstruc­
tion company which is carrying on, on or before the
commencement of this Ordinance, any business other
than the business of securitisarion or asset reconstruc­
tion or bus mess referred to in sub-sectiom l j, shall
cease to carry on any such business within one year
from the date of commencement of this Ordinance.

ExpJanation.- For the purposes of this section,
"securitisation company" or "reconstruction company"
does not include its subsidiary.

Other func­
tions of se­
curitisation

company or
reconstruc­
tion com­
pany.

11. 'Where any dispute relating to securitisacion or re- Resolution
construction or non-payment of any "mount due inclu- of disputes
diu,g interest arises amongst any 01 the parties, cA ..uuely,
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•

the bank or financial institution or a securitisation
company or reconstruction company or qualified insti­
tutional buyer, such dispute shall be settled b~ conci­
liation or arbitration as provided in the Arbitration
and Conciliation Act, 1996, as if the parties to the
dispute ha...e consented in writing for determination 26.r 1996-.
of such dispute by conciliation or arbitration and
the- provisions of that Act shall apply accordingly.

Power of 12. (I) If the Reserve Bank is satisfied that in the
Reserve public interest or to regulate financial system of the
Bank to de" country to its advantage or to prevent the affairs of
iermine pol- any securitisation company or reconstruction company
fiey aad Issue from being conducted in a manner detrimental to the
direction interest of investors or in any manner prejudicial to the

interest of such securitisation company or reconstruc­
tion company, it is necessary or expedient so to do, it
may determine the policy and give directions to all or
any securitisation company or reconstruction company
in matters relating to income recognition, accounting
standards, making provisions for bad and doubtful
debts, capital adequacy based on risk weights for assets
and also relating to deployment of funds by the secu­
ritisation company or reconstruction company, as the
case may be, and such company shall be bound to
follow the policy so determined and the directions so
issued.

(2) Without prejudice to the generality of the power
vested under sub-section(I), the Reserve Bank may
give directions to any securitisation company or re­
construction company generally or to a class of se­
curirisation companies or reconstruction companies
or to any securitisation company or reconstruction
company in particular as to--

(a) the type of financial asset of a bank or finaacial
institution which can be acquired and procedure for
acquisition of such assets and valuation thereof;

(b) the aggregate value of financial assets 1I'hich
may .e acquired by any securitisation company or
reconstruction company.

---------------
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CHAPTER II!

ENFORCEMENT OF SECURITY INTEREST

•

Enfmce­
ment of se­
curity Inte­
rest

13. (I) Nothwitstanding anything contained in sec­
tion 69 or section 69A of the Transfer of Property
Act, 1882, any security interest created in favour of
any secured creditor may be enforced, without the
intervention of court tribunal, by such creditor in ac­
cordance with the provisions of this Ordinance.

(2) Where an~ borrower, who is under a liability to
a secured creditor under a security agreement, makes
any default in repayment of secured debt or any in­
stalment thereof, and his account in respect of such
debt is classified by the secured creditor as non per­
forming asset, then, the secured creditor may require
the borrower by notice in writing to discharge in full
his liabilities to the secured creditor within sixty days
from the date of notice failing which the secured cre­
ditor shall be entitled to exercise all or any of the
rights under sub-section (4).

(3) The notice referred to in sub-section 121 'hall
give details of the amount payable by the borrower
and the secured assets intended to be enforced by
the secured creditor in the event, of non-payment of
secured debts by the borrower.

(4) In case the borrower fails to discharge his liabi­
lity in full within the period specified in sub-section
(2), the secured creditor may take recourse to one or
more of the following measures to recover his se­
cured debt, namely:-

(a) take possession of the secured asset- of the:
borrower including the right to transfer by way of
lease, assignment or sale for realising the secured
asset;

(b) take over the management of the secured as­
sets of the borrower including the right to transfer
by way of lease, assignment or sale and realise the
secured asset;

(c) appoint any person (hereafter referred to OlS

the manager) to manage the secured nssets the :'OS~
session of whieh has been taken over by the se­
cured creditor;

4 of 1882. I

•

•
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fd} require at any time by notice in writing, any
person who has acquired any of the secured assets
from the borrower and from whom any money is
due or may become due to the borrower. to pay
the secured creditor, so much of the money as is
sufficient to pay the secured debt.

{5) Any payment made by any person referred to
in clause (d) of sub-section (4) to the secured ere­
-ditor shall give such person a valid discharge as if
he has made payment to the borrower.

\6} Any transfer of secued asset after taking
possession thereof or take over of management un­
der sub-section (4), by the secured creditor o~ by
the manager on behalf of the secured creditors
.shall vest in the transferee all rights in, or in rela­
tion to, the secured asset transferred as if the
transfer had been made by the owner of such se­
cured asset.

(7) Where any action has been taken against a
borrower under the provisions of sub-section (4),
all costs, charges and expenses which, in the opi­

.nion of the secured creditor, have been properly
incurred by him or any expenses incidental thereto,
shall be recoverable from the borrower and the
'money which is received by the secured creditor
'shall, in the absence of any contract to the con­
trary, be held by him in trust, to be applied, firstly,
in payment of such costs, charges and expenses
and secondly, in discharge of the -dues of the secu­
red creditor and the residue of the money so recei­
ved shall be paid to the person entitled thereto in
accordance with his rights and interests.

(8) If the dues of the secured creditor together
with all costs, charges and expenses incurred by
him are tendered to the secured creditor at any
time before the date fixed for sale or transfer, the
'secured asset shall not be sold or transferred by
the secured creditor, and no further step shall be
taken by him for transfer or sale of that secured
asset.

(9) In the case of financing of a financial asset by
more than one secured creditors or joint financing
of a financia l asset by secured creditors, no secured
creditor ahaII be entitled to exercise any or a11 of
the rights conferred on him under or pursuant to
'sub-eection (4) unless exercise of such right is

--------------
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agreed upon by the. secured creditors representing not
less than three-fourth in value of the amount out­
standing as on a record date and such action shall
be binding on all the secured creditors:

Provided that in the case of a company in liqui­
dation, the amount realised from the sale of secu­
led assets shall be distributed in accordance with
the provisions of section 529A of the Companies
Act, 1956:

Provided further that in the case of a compa­
ny being wound up on or after the commencement
of this Ordinance, the secured creditor of such
company, who opts to realise his security instead
of relinquishing his security and proving his debt
under proviso to sub-section (1) of section 5:29 of
the Companies Act, 1956, may retain the sale pro­
ceeds of his secured assets after depositing the
workmen's dues with the liquidator in accordance
with the provisions of section 529A of that Act:

Provided also that the liquidator referred to
in the second proviso shall intimate the secured
creditor the workmen's dues in accordance with the
provisions of section 529A of the Companies Act,
1956 and in c-rsc such workmen's dues cannot be
ascertained, the liquidator shall intimate the esti­
mated amount of workmen's dues under that sec­
tion to the secured creditor and in such case the
secured creditor may retain the sale proceeds of
the secured assets after depositing the amount of
such estimated due-s with the liquidator:

Provided also that in case the secured creditor
deposits the estimated amount of workmen's; dues,
such creditor shall be liable to pay the balance of
the workmen's dues or entitled to receive the excess
amount, if any, deposited by the secured creditor
with the liquidator:

Provided also that the secured creditor shall
furnish an undertaking to the liquidator to pay the
balance of the workmen's dues, If any.

Explanation :-. For the purposes of this sub­
section.-e-

(a) "record date" means the date agreed upon
by the secured creditors representing not less
than three-fourth in value of the amount out­
standing on such date;

(

•
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(b) "amount outstanding" shall include prin­
cipaf, interest and any other dues payable by
the horrower to the secured creditor in respect
of secured asset as per the books of account
of the secured creditor.

(10) Where dues of the secured creditor are
not fully satisfied with the sale proceeds of the
secured assets. the secured creditor may file an
application in the form and manner as may be
prescribed to the Debts Recovery Tribunal having
Jurisdiction or a competent court, as the case may
be, for recovery of the balance amount from the
borrower.

(11) Without prejudice t02the rights conferred on
the secured creditor under or by this section, the
secured creditor shall be entitled to proceed against
the guarantors or sell the pledged assets without
first takiag any of the measures specified in
clauses (a) to (d) of sub-section (4) in relation to
the secured assets under this Ordinance.

(I2) The rights of a secured creditor under this
Ordinance may he exercised by one or more of this
officers authorised in this behalf in such manner
as may be prescribed.

(13) No borrower shall, after receipt of notice
referred to in sub-section (2), transfer by way of
sale, lease or otherwise (other than in the ordinary
course of his business) any of his secured assets
referred to in the notice, without prior written con­
sent of the secured creditor

J4, (I) Where the possession of any secured asset is
required to be taken by the secured creditor or if any
of the secured asset is required to be sold or trans­
ferred by the secured creditor under the provisions of
this Ordinance, the secured creditor may, for the pur­
pose of taking possession or control of any such se­
cured asset, request, in writing, the Chief Metropolitan
Magistrate or the District Magistrate within whose ju­
risdiction any such secured asset or other documents;
relating thereto may be situated or found, to take
possession thereof and the Chief Metropolitan Magis.
trate or, as the case may be, the District Magistrate
shall, on such request being made to him - .

(a) take possession of such asset and docu­
ments relating thereto; and
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(b) forward such asset and documents to the
secured creditor.

(2) For the purpose of securing compliance with
the provisions of sub-section (1), the Chief Metro­
politan Magistrate or the District Magistrate may
take or cause to be taken such steps and use, or
cause to be used, such force, as may, in his opi­
nion, be necessary.

(3) No act of the Chief Metropolitan Magistrate
or the District Magistrate done in pursuance of
this section shall be called in question in any court
or before any authority.

c

I

Manner
and effect
of take
over of
manage­
ment.

15. (1) When the management of business of a bor­
rower is taken over bv a secured creditor, the secured
creditor may, by publishing a notice in a newspaper
published in English language and in a newspaper pub­
lished jn an Indian language in circulation in the place
where the principal office of the borrower is situated,
appoint as many persons as it thinks f'it>

(a) in a case in which -the borrower IS a com- ..
pany as defined in the Companies Act, 1956,
to be the directors of that borrower in accordance
with the provisions of that Act; or 1 of 1956.

(b) in any other case, to be the administra­
tor of the business of the borrower.

(2) On publication of a notice under sub sec­
tion (l),

(a) in any case where the borrower is a com­
pany as defined in the Companies ACt, 1956,
all persons holding office as directors of the 1 of 1956.
company and in any other case, all persons
holding any office having power of superinten-
dence, direction and control of the business of
the borrower immediately before the publica-
tion of the notice under sub-section (11, shall
be deemed to have vacated their office as such;

(b) any contract of management between the
borrower and any director or manager thereof
holding office as such immediately before pubf i­
cation of the notice under sub-section (1), shall
be deemed to be terminated;
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1 of 1956

(c) the directors or the administrators appointed
under this section shall take such steps as may
be necessarv to take into their custody or under
their COIUfel all the property, effectsand actio­
nable claims to which the business of the bor­
rower is, or appears to be, entitle and all the
property and effects of the business of the bcr­
rower shall be deemed to be in the custody of
the directors Or administrators, as the case may
be. as from the date of the publication of the
notice;

(d) the directors appointed under this section
shall, for all purposes, be the directors of the
company of the borrower and such directors
or as the case may be, the administrators ap­
pointed under this section, shall alone be enti­
tled to exercise all the powers of, the direc­
tors or, ~IS the case rna}' be, of the persons
exercising power of superintendence, direction
and control, of the business of the borrower
whether such powers are derived from the me­
morandum or articles of association of the
company of the borrower or from any other
source whatsoever.

(3) Where the management of the business of a
borrower, being a company as defined in the Com­
panies Act, 1956, is taken over by the secured
creditor, then, notwithstanding anything contained
in the said Act or in the memorandum or articles
of association of such borrower, --

(a) it, shall not be lawful for the shareholder
of such company Or any other person tono­
ruinate or appoint any person to be a director
of the company;

(b) no resolution passed at any meeting of
the shareholders of such company shall be
given effect to unless, approved by the secured
creditors;

(d) no proceeding for the winding up of such
company or for the appointment of a receiver
in respect thereof shall lie in any court, except
with the consent of the secured creditor.

(4) . Where the management of, the business of
a borrower had been taken over by secured creditor
the secured creditor shall, on realisation of his debt
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in full, restore the management of the business of
the borrower to him.
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16. (I) Notwithstanding anything to the contrary No compen­
contained in any contract or in any other sation to di­
Jaw for the time being in force, no managing dircc- rectors for
tor or any other director or a manager or any per- loss of
Ion in charge of management of the business of the office
borrower shall be entitled to soy compensation for
the Joss of office or for premature termination un-
der this Ordinance of any contract of management
entered into by him with the borrower.

(2) Nothing contain in sub-section (l) shall effect
the right of any such managing director or any
other director or manager or any such person in
charge of management to recover from the busi­
ness of the borrower, moneys recoverable otherwise
than by way of such compensation.

17. (I) Any person (including borrower) aggrieved by
any of the measures referred to in sub-section (4)
of section 13 taken by the secured creditor or his
authorised officer under this Chapter, may prefer
an appeal to the Debts Recovery Tribunal having
jurisdiction in the matter within forty-five days
from the date on which such measures had been
taken.

(2) Where an appeal is preferred by a borrower
such appeal shall not be entertained by the Debts
Recovery Tribunal unless the borrower has depo­
sited with the Debts Recovery Tribunal seventy­
five per cent. of the amount claimed in the notice
referred to in sub section (2) of section 13:

Provided that the Debts Recovery Tribunal may, for
reasons to he recorded in writing, waive or reduce the
amount to be deposited under this section.

(3) Save as otherwise provided in this Ordinance,
the Debts Recovery Tribunal shall, as far as may be,
dispose of the appeal in accordance with the provisions {.
of the Recovery of Debts Due to Banks and Financail
Instutions Act. 1993 and rules made thereunder. 51 _f 1993.

18. (I) Any person aggrieved by any order made by
the Debts Recovery Tribunal under section 17 may
prefer an appeal to the Appellate Tribunal within thirty
days from the date of receipt of the order of Debts
Recovery Tribunal.
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(2) Save as otherwise ptevided in this erdinance,
the Appellate Tribunal sha ll, as far as m~IY be, dispose
ef the appeal in accordance with the provisions of the
Recovery of Debts Due to Banks and Financial Institu-
tions Act, 1993 and rules made thereunder. 51 of 1993.

19. If the Debts Recovery Tribunal or the Appell"le
Tribunal as the case may he, On an appeal filed under
section 17, Of section 18, holds the possession of
secured assets by the secured creditor as wrongful and
directs the secured creditor to return such secured
assets to the concerned borrower, such borrower shal l be
entitled to payment of such compensation and costs
as may be determined by such Tribunal or the Appel-
late Tribunal,

CHAPTER IV

CENTRAL REGISTRY

20. t 1) The Central Government may, by notification,
set up or cause to be set up from such date as it may
specify in such notification, a registry ro be known ,IS

the Central Registry with its own seal for the purposes
of registration of transaction of secur itisarion and recon­
struction of financial assets and creation of security
interest under this Ordinance. .

(21 The head office of the Central Registry shall he
at such place as the Central Government may specify
.ind for the purpose of facilitating registration of tran­
sactions referred loin sub-section (L), there may be
established at such other places 3S the Central Gover­
nment may think fit, branch offices of the Central
Registry.

(3) The Central Government may, by notification,
define the territorial limits within which an office of
the Central Registry may exercise its functions.

(4) The provisions of this Ordinance pertaining to
the Central Registry shall be in addition 10 and not in
derogation of any of the provisions contained in the
Registration Act, 1908, the Companies Act, 1956, the
Merchant Shipping Act, 1958, the Patents Act, 1970,
the Motor Vehicles Act, 1988, and the Designs Act,
2eo<> or any other law requiring registration of chAq~e,
and sltall not affect the priority of charges or validity
thereof under those Acts or laws;

16 of 1908.
1 <Jf 1956.
44 of 1958.
39 of 1970.
59 of 1988,
16 of 200ll.
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Central
Registrar.

2"1. (1) The Central Government may, by notification,
appoint a person for the purpose of registration of
transactions relating to securitisatiou, reconstructro.i of
fir.ancia I assets and security interest created over oro­
perties, to be known as the Central Reaistrar.

(2) The Central Government may appoint such
other officers with such designations as' it thinks fit foi'
the purpose of discharging, under the superintendence
and direction of the Central Registrar, such fuuctions
of the Central Registrar under this Ordinance '1; he
may, from time to time, authorise them to disch..rge.

22. (1) For the purposes of this Ordinance, ~l rvcord
called the Central Register shall be kept at the ";'ad
office of the Central Registry for entering toe \) rv.cu­
lars of the transactions relating to

a} "securitisation ofTin-incial assets ;

Register of
securitisa­
tion, recon­
struction
and security
interest
transactions

(b) reconstruction of financial assets; , .,
<'.' •. '

(c) creation of security interest.

(2) Notwithstanding anything co.rtaincd ;;1 ub­
. section (I), 'it shall be lawful for the Ccntru: Rc­
gistrnr to keep the records wholly or p,:r i- tn
computer, floppies, diskettes 01 in any Od'd, ;(CC­

tronic form subject to' such safeguards as nL,\ be
prescribed.

(3) Where such register IS maintained whol ::' or
partly on computer, floppies, diskettes or m any
other eIectronic form, under suu-scctiou -j any
reference in this Ordinance to eutrv in the ("('!I tra l
Register shall be construed as a referenc\." LO any
entry as maintained on computer or in any other
electronic form.

(4) The register shall be kept under tho; control
and management of the Central Registrar.

23. The particulars of every transaction of securitisa­
don, asset reconstruction or creation of security interest
Shall be filed, with the Central Registrar in the 111,:, ncr
and on payment of such fee as may be prescribed, wi­
thin thirty days after the date of such transaction or

Frlling of
transac­
tions of
securitisa­
tion,

.'
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recreation of security, by the s>~curjtjsation company or
reconstruction company or the secured creditor,. as the
case may be:

Provided that the Central Registrar may allow the >

fi1in~! of the particulars of such transaction or creation
of security into-est within thirty days next fo lIov, Jl1g
the expiry of the said period of thirty days on payment
of such ad-lhiona l fee not l'XC-;~ ling ten tunes t're
3.rl10UPl o~-' such fcc.

-"f W~)_:l'~V ~ l:L~ ~<~r'l'Is Or ---;)1,.::1[013 .rr (F:: i-Xf<~:I: ,!t'

operation, of any security interest regisWlcd under this
Chapter, are, or is, modified, it shall be the duty of
the securitisation company or the reconstruction company
or the secured creditor, as the case may be, to send to
the Central Registrar, the particulars of such modifica­
tion, and the provisions of this Chapter <is to regisrra­
tioa of a security interest shall apply to such mo-iifi­
cation of such security interest.

construc­
tion and
creation of
security
interest.

.\ .o.li.ica­
tion of se­
curity inte­
rest regis­
tered under
this Ordi­
nance.

-,

•

25. (J) The securitisation company or the reconstruc­
tion company or the secured creditor, as the CdS~ may
be, shall give intimation to the Central Registrar of the
payment or satisfaction in fuJI, (if any security interest
relating to the securitisation company or the reconstruc­
tion company or the secured creditor and requiring re­
gjst rntion under this Chapter, within thirty days from
the date of such payment or satisfaction.

(2) The Central Registrar shall, On receipt of such
intimation, cause a notice to be sent to the securi­
risuticn company or reconstruction COmpany or the
secured creditor calling upon it to show C3U&e

within a time not exceeding fourteen days specified
in such notice, as to why payment or satisfaction
should not be recordeda.S intimated to the Central
Registrar. -

(3) If no cause is shown, the Central Registrar
shall order that a memorandum of satisfaction shall
be entered in the Central Register.

(4) If cause is shown, the Central Registrar shall
record a note to that effect in the Central Register,
and shall inform the borrower that he has done so .

26. (L) The particulars of securitisation Or reconstruc­
tion or security interest entered in the Central Register
of such transactions kept under. section 22 shall be open
durin. Ote business hours for inspection by any person
'on 'payment of such fee as may be prescribed.

Secutitisa­
tion COJ)l­

panv or
reconstruc­
tion com­
pany or se­
cured cre­
ditor to
report sa­
tisfaction
of security
interest. -

,

Right to
inspect
particulars
of securiti­
sation, .
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(2) The Central Register referred to in sub-section
(1) maintained in electronic form, shalf also be
open during the business hours for the inspection
of any person through electronic media on pay­
ment of such fee as may be prescribed.

CHAPTER v

OFFEl"'CES AND PENALTIES

27. If a default is made .--

(3) in filirtg under section 23, the particulars c-f every
transaction of any securitisation or asset rcconsr ruc­
tion or security interest created by ~l s('curi,is<ttion
company or reconstruction company or secured
creditor; or

(b) in sending under section 24, the particllldrs or
thc modification referred to in that section: cr

(c) in gtvmg intimation under section ::::', every­
company and every officer of .hc company ('I the
secured creditor and every officer of the secured 1;1 edi­
tor who is in default shall be punishable will! fine
which may extend to five thousand rupcc., fer every
day during which the default continues.

reconstruc­
tion and
securhv in­
terest tran­
sactions.

Pella hies.

,"

Penalties
for non
compliance
or direc­
lion of
Reserve
Bank.

Offence's.

Cogni­
zance or
offence.

28. If any securitisation company or rcconstruction
company fails to comply with any direction issued by
the Reserve Bank under section 12, such company and
every officer of the Gompany who is in default. shall
be punishable with fine which may extend to five lakh
rupees and in the case of a continuing offence, with an
additional fine which rnay extend to ten thousand
rupees for every day during which the default continues.

29. If any person contravenes or attempts to contravene
or abets the contravention of the provision:' of this
Ordinance or of any rules made thereunder, he shall be
punishable with imprisonment for a term which may
extend to one year, or with fine, or with both.

30. No Court inferior to that of a Metropolitan Magis­
trate or a Judicial Magistrate of the First Cl.tss shall
try any offence punishable under this ordinance.

•
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CHAPTER VI

MISCELLANEOUS

3 ef 1930.

9 of 1872.

-,

Pr.visiollS
.f t1iis Or­
dinanee not
te apply in
certain case.

31.Thc provisions of this Ordinance 'hall net apply to~

(a) a lien on any goods. money or security 'given
by or under the Indian Contract Act, 1872 or tho
Sale of Goods Act, 1930 or aoy other law for the
time bei_& in force;

(b) a pledge of movables within the meaning of
section 172 of the Indian Contract Act, 1872; 9 "f 1872.

(c) creation of any security in any aircraft as defined
ia clause (I) of section 2 of the Aircraft Act, 1934; 24 of 1934.

(d). creation of security interest -in any vessel as
defined in clause (55) of section 3 of tee Merchant 44 of 195&.
Shipping Act, 1958;

{e} any conditional sale, hire-purchase or lease Or
any other contract in which no security interest has
been created;

(f) any rights of unpaid seller under section 47 of
the Sale of Geode Act, 1930; 3 .f 1930.

(g)' any properties not liable to attachment or sale
under the first proviso to sub-section (I) of section 5 .f 1908.
~O of the Cod. of Civil Procedure, 1908;

(h} any security interest for securing repayment of
any financial asset not exceeding one lakh rupees;

(I) any I security interest created in agricultural land;

(j) any case in which the amount due is less than
twenty per cent of the principal amount and interest
thereon.

Protection
.r action
taken in
load faith.

elfences by
companies.

32. No suit, prosecution or other legal proceedings
shall lie against any secured creditor or aoy of his offi­
cers or manager exercising any of the rights of the
secured creditor or borrower for anything done or emit...
ted to be doue in good faith under this Ordinance.

33. (1) Whore an offence under this Ordinance has
been committed by a company every person who at the
time the offence was committed was in charge of, and
Was responsible 10 the company, for the conduct of the
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business of the company, as well as the compar.v. shall
be deemed to be guilty of the offence and t.h.tl l be
liable to be proceeded against and punished acordingly;

Provided that nothing contained in r:ji" sub­
section shall render any such person liable 10 any
punishment provided in this Ordinance, if 1',,; pro­
ves that the offence was committed without 1115
knowledge or that he had exercised all due dili­
gence to prevent the commission of such (lll~::l(:C.

(2) Notwithstanding anything contained in "U:l-St:C­

tion (1), where an offence under this Ordinancc has
been committed by a company and it i-, proved
that the offence has been committed with rhc con­
sent or connivance of, or is attributable t.: any
neglect on the part of, any director, n.ana.,c , sec­
retary or other officer of the company, such direc­
tor, manager. secretary or other officer sh.ri: also
be deemed to be guilty of the offence and sb.:ll be
liable to be proceeded against and punished accor­
dingly.

(

EXPLANATION.
tion.-

For The purposes of this sec-

51 of 1993.

(a) "company" means any boby COfj)C ';; c and
includes a firm or other association 01' indivi­
duals, and

(b) "director" in relation to a firm, means a
partner in the firm.

34. No civil court shall have jurisdiction to entertain
any suit or proceeding in respect of any matter which
a Debts Recovery Tribunal or the Appellate .1. ;'l'J1a1
is empowered by or under this Ordinance to dcremine
and no injunction shall be granted by any court or
other authority in respect of any action taken or to be
taken in pursuance of any power conferred l1y or un­
der tbis Ordinance or under the Recoverv of Debts
Due to Banks and Financial Institutions Act, 1993.

35. The provisions of this .Ordinance shall have effect,
notwithstanding anything inconsistent therewith con­
tained in any other law for the time being in force or
any instrument having effect by virtue of any such law.

Civil court
not to
have juris­
diction.

The provi­
sions of
this Ordi­
nance to
override
other laws.
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•

36 of 1963.

1 of 1956.
42 of 1956.
150f1992.
51 of 1993.

21 of 2000.

36. No secured creditor shall be entitled to' take all
or any, of the measures under sub-section (4) "of section
13; unless his claim in respect of the financial asset is
made within the period of' limitation prescribed under
the Limitation Act, 1963.

37. The- provisions of this Ordinance Or the rules
made thereunder shall be in addition to and not in de­
rogation of, the Companies Act. !956, the Securities
Contracts tRegulation) Act, 1956, the Securities and
Exchange Board of India Act, 1992, the Recovery of
Dclus Due to rbnk~ and f'i:unc;:d Institutions Act,
1993 or' any other law for the 'ti l11C being in force.

3R. (1) The Central Government may, by notification
and in the Electronic Gazette as defined in clause (s)
of section 2 of the Information Technology Act, 2000,
make rules for carrying out the provisions of thls
Ordinance.

\2) In particular, and without prejudice to the
generality of the foregoing power, such' rules may
provide for all or any of the fo llowing matters
namely r-r- ' ,

(a) the form and man DCI' in which an appli­
cation may be filed under sub section (IO) of
section 13;

(b) the manner in which the right of a secu­
red creditor may he exercised by one or more
of his officers under sub-section (12 j of section
13;

(C) the safeguards subject to which the records
may be kept under sub-section (2, of section
22;

(d) the manner in which the particulars of
every transaction uf securitisation shall be filed
under section 23 and fee for filling such
transaction:

(c) the fee for inspecting the particulars of
transactions kept under section 22 and entered
in the Central Register udder sub-section (I)
of section 26;

(f) the fee for Inspecting the Central Register
maintained in electronic form under sub-sec­
tion (2) of section 26;

Limination.

Applica­
tion of
other laws
not barred.

Power of
Central
Govern­
ment to
make rules.
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Certain
provIsIOns
ef this Or­
dinance to
apply after
registry is set
up or caused
to be set up.

Power to
remove
di:lficu Ities.

(g) any other matter which is to be, or may
be, prescribed, in respect of which provision -is
to be, or may be, made by rules.

(3) Every rule made under this Ordinance shal!
be laid, as soon as may be after it is made, before
each House of Parliament, while it is in session
for a total period of thirty days which may be
comprised in one session or in two or more iUC­
cessive se88io118, and if, before the expiry of the
session immediately following the session or the
successive sessions aforsaid, both Houses agree in
making any modification in the rule or both House
agree that the rule should not be made, the rule sha U
thereafter have effect only in such modified form
or be of no effect, as the case may be; so, how­
ever, that any such modification or annulment
shall be without prejudice to the validity of any­
thing previously done under that rule.

39. The provisions of sub-sections (2), (3) and (4)
ef section 20 and sections 21,22,23,24, 25, 26 and 27
shall apply after the Central Registry, is Set up or
cause to be set up under sub-section (1) of section 20.

40. [l) If any difficulty arises in grving effect to the
provisions of this Ordinance, the Central Government
may, by order published in the Official Gazette, make
such provisions not inconsistent wit theprovis!ons of
this Ordinance as -nay appear to be necessary for remo­
ving the difficulty;

Provided that no order shall be made under this
section after the expiry of a period of two years from
the commencement of this Ordinance.

(2) Every order made under this section shall be
laid, as soon as may be after it is made, before
each House of Parliament.

r

Amend­
ments to
certain
enactments.

41. The enactments specified in
amended in the manner specified

the Schedule she II be
therein.

Repeal and
saving.

42. (I) The Securitisation and Reconstruction of Fi- Ordiaanoe
nancial Assets and Enforcement of Security Interest 2.r 2002
Ordinance, 2002 is hereby repealed
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(2:) Notwith8landin. such repeal, any thing done
or any action taken under the said Ordinance
shal! be deemed to have been done or taken under
the corresponding provisions of this Ordinance.

THE SCHEDULe

(See section 41)

Y411r Act No. Short title Amendment

1950 I The Companies
Act. 1956.

In section 4 A, in sub-section (1)~
after clause (vij, insert the foHowing : ---

"(vii) the securitisation company
or the reconstruction company which
has obtained a certificate of regis­
tration under sub-section (4) of section
3 of the Securitisation and Reconstruc­
tion of Financial Assets and Enforce­
ment of Security Interest (Second) Ordi­
nance, 2002.".

1956 42 The Securities
Contracts
(Regulation)
Act, 1956.

In section 2, in clause (h), after
sub-clause (ib), insert the following : -

1986 I The Sick Industrial
Companies
(Special Provisions)
Act, 1985.

"de \ Security receipt as defined in
clause (zg) of section 2 of the Securiti­
sation and Reconstruction of Financial
Assets and Enforcement of Securitv In­
terest (Second) Ordinance, 2002.". .

In section 15, in sub-section (1), after
the proviso Insert the following :-

I',

"Provided further that no reference
shall be made to the Board for Indus­
trial and Financial Reconstruction after
the commencement of the Securitisation
and Reconstruction of Financial Assets
and Enforcement .... of Security .. Interest
'Seci>i1,fj' .orati;iI)ce, 2002,:. wheref'lnatt­

"''''''~.' ..,...;',: ,..~r~ll~~:;~' ~~~yt ft~~e'''''f''acquired by any
':se,:utifiS-alh)D compr~ or reconstrucnon
company under sub-section (1) of section
5 of that Ordinance.
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"Provided also that on or after the
commenc-ement of the Securitisation and
Reconstruction of Financial Assets and
Enforcement of Security Interest (SOCOl"!)
Ordinance, 2002, where a reference is I

pending before the Board for Industrial
and Financial Reconstruction, sucb rsfe­
renee shall abate if the secured creditors,
representing not less than three fourth
in value of the amount outstanding
ag'ainst financial assistance disbursed to
the borrower of such secured creditors,
bav. taken any measurers to recover "tbeir
secured debt under sub-section (4) of
section 13 of that Ordinance.".

A.P.J. Abdul Kala....
:P.rcsid"ilt.

Subaash C .. JaiA.
tho Gevt. of lilll.la.

..;.~ .... 100)104 ~ .. a.,o!<iillOr.~•• stali<io.... I6oiuo
, P!iatII4I ,*I... ~at&~ ~.~-1~


