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NOTIFICATION 

No. H. 12017/55/2003-LJDI79, the 19th August 2003. The following General 
.• Acts are hereby published for genera l information. 

R. Lafthazuala, 
Deputy Secretary to the· Govt. of Mizoram 

Law and Judicial Department . 

.
. THE SECURITISATION AND RECONSTRUCTION OF FINANCIAL 
ASSETS AND ENFORCEMEMT OF SECURITY INTEREST ACT,2002. 

AN 
ACT 

to regulate securitisation and reconstruction of financia l  
assets and enforcement of &ecurity interest and for 
matters connected therewith or i ncidental thereto. 

It i s  enacted by Parliament in the Fifty Third Year 
of the Republic of India as follows :-

CHAPTER-I 

PRELIMINARY 

1. (1) This Act may he called the Securitisation and Short title 
Reconstruction of Financial Assets and Enforcement extent and 
of Security Interes tAct, 2002. commence-

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

Definitions 2. (l) In this Act. unless the context otherwise re
quires,-

� !' f " • 

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

(b) ·'asset reconst ruction" mean s acquisition by any 
securitisation company or reconstruction company 
of any right or interes t of any bank or financi,iI 
institution in any financial assistance for the pur
pose of realisation of such financial assistance.; 

(c) '�bank" means---
(i) a banking comp any ; or  
(ii) a corresponding new bank; or 
(iii) the State Bank of India; or 
(iv) a su bsidiary bank; or 
(v) such other bank which the Centra l Govern
ment may, by notification, specify for the 

.' purposes of this Act; 

(d) "banking company" shall have the meaning 
assigned to it in clause (c) of section 5 of the 
Banking Regulation Act, 1949; 10 of 1949. 

:.! . /.' 

(e) "Board " means the Securities and Exchange" .. , ./, 
Board of India established under section 3 of the 
Securities and Exchange Board of Indi a Act, 1992; 15 of 1992. 

(f) "borrower" means any person who has been 
granted financial assistance by any bank or finan
cial institution Or \vbo has given any guarantee or 
created any mortgage or pledge as security for the 
financial ass�stance granted by . any bank I If finan
cial institution and includes a person who becomes 

borrower of a securitisation company OJ recon
struction company consequent upon acquisition by 
it of any rights or interest of any bank or finan
cial institution in relation to such financial assis
tance; 

(g) "Central Registry" means the registry sel up or 
caUSe to be set up under sub-section (1) of sec;" 
tion 20; 

• 
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{fi) "corresp�)ndingnew bank" shall hav� the mea
n ing ass igned to it in clause (da) of section 5 of 
the Banking Regulation Act, 1,949; 10 of 1949 
{i} "Debts Recovery Tribunal" means the Tribunal 
established under sub-section 0) of section 3 of 
the Recoverv of Debts Due to Banks and Finan-
cial Institutions Act, 1993; ' SI lor :1,993. 
(j) "default" means non-payment of any principal 
·debt or interest thereon or any other amount pay-
able by a borrower to allY secured creditor conse-
,quem upon which the account ofsuch'�borrower 
is classified a s  non-performing asset in the books 
-of account of the secured creditor in accordance ';:'; , · 

with the directions or guidelines issued by the Re-
'SerVe Bank; 

(k) "financial assistance" means any loan Or ad
Vance granted or any debentures or bonds subscri
bed Of any gaarantees given or letters of credit 
�stablished or any other credit facility ext�nded 
by any bank Of financial institution; 

(I) "financial asset" means debt or receivables and 
includ es -

(i) a claim to any debt or receivables or, part 
thereof, whether secured Or unsecured'; Or 

(ii) any debt or recei vables secured by, mort
gage of, or charge on , immovabJe property; or 

(iii) a mortgage , charge, hypothec�tioh or 
pledge of movable property; or 

(iv) any right or interest in 'the security',' whe
ther full or part underlying such debt, or re
ceivables; or I' " 
(v) any beneficial interest in property. whe
ther movable or immovable, ,or in such debt, 
receivables, whether such interest is existing, 

future, accruing, conditional or contingent; or 
- '  " \' 

(vi) any financi al assistance; 
. '(m) "financial institution" means- . 

(i) a public financial institution within the 
mean ing of section 4A" of the Companies 
Act, 1956; 

. 
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(ii) any in stitution specified by tbe Ce,:� ttaI 
Government under sub-clause Hi) of clause (h) 
of section 2 of tbe, Recovery of Debts Due 
to Banks ahd Financial Institutions Act, 1993; 

(iii) the International. Finance Corporation es
tablisbed,under the International' Fillalll.,;c,: Cor
poration (Status, Immunities and Privileges) 
Act, 1958; 
(iv) any other institution of non-bankin;;:: fi
nancial <':Ompany as defined in clause (i) of 
section 45-1 of the Reserve Bank of India Act, 
1934" which the Central Governmetit may, by 
notification, specify as financial institution for 
tbe purposes of this Act; 

(n) "hypothecation" means a cbarge in or upon 
any movable pIoperty, existing Or future, created 
by a borrower in favo-ur of a secured creditor with
out delivery of possession of tbe movable proner
ty to such- creditor, as a securit y  fOr financial as
sistance and includes floating charge and crystalli
sation of such charge into fixed charge on mova-
ble property; , 

(0) "non-perfoiming asset" means an asset or 
account of a borro,wer, which has been class ified 
by a bank or financ ial institution as sub-standard� 
doubtful or loss asset, in accordance with the di
rections ,Or under guidelines relating to asset� c !ass
ifications issued by the Reserve Bank; 

(p) "notification" means a notification published 
in the Official Gazette; 

(q) "obligor" means a person liable to the origi
nator, whether under a contract or otherwise, to 
pay a financial asset or to discharge any obliga� 
tion in respect of a financial asset, whether exis
ting, future, conditional or contingent and inc.bJdes 
the borrower; 

(r) "originator" means the owner of a financial 
asset which is acquired by a securitisation com
pany or reconstruction company for the purpose 
of securitisation or asset reconstruction; 

(s) "prescribed" means prescribed by rules made 
under this Act; 

• 
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(t) -';'proprrty" means--
'�(i) . immovable property; ' .  ,. ' " 

(ii) movable property; , .-

E�221/200l 

, (iii) any deb t  or any right to 'receive payment 
, of money. whether s.ecured or un:secur� 

(':(iv) receivables, whether existing'or fuf\1TC; 
" N) intangible assets; being know�ho.w:, patent, 

"copyrjght� trade mark� lice�ce, f�ancb'ise ?r �ny 
other bustness or commercIal rIght Of stmIlar 

··nature; , . . < ' i  " . , , 
(u) "qualified in�litutional buyer." means a finan

e ,' eialinstitution, Insurance -company, bank, state 
finallcial corporation, state industrial·devdopment 
corporation, truste� or any asset managemenJ (!om

.pany m!iking �nv�s,tmen�oJ}, behalf of uUltpa!, .fund 
,c ',' or provIdent fund or gratUity fund or penSto!i fu nd 

ora foreign institutiol'lal investor 'registered .under 
th€i., Securities and Exchange, Board' of'lncHs Act, 
1992 or regulations made thereunder, or any pther 

'body' 'corporate as'may bespecifted by the Board; 15 of 1992. 
, (v). "reconstructio n company", meansa 'cotnpany 

fonned and registered under the, Compani�s Act. 
1956 for the . purpose of asset reconstruction;- 1 of 1956. 

(w) "Registrar of Companies·' means the R�gistrar 
- defined in clause (40) of section 2 of the CQinpa-

nies Act, 1956; ' 1  of 1 956. 

(x) "Reserve Bank" means the Reserve Bank of 
India constituted under section 3 of the ,Reserve 
Bank of India Act, 1934; 2 of 1934. 
(y) "scheme" means a scheme inviting subscrip-
tion to security receipts proposed to be issued by 
a securitisation company or reconstruction com-
pany under that scheme; 
(z) "securitisation" means acquisition of financial 
assets by any securitisation company or recons
truction company from any origi nator, whether 
by raising of funds by such securitisation compa
ny or reconstruction company from qualified i nsti
tutional buyers by issue of securitv receipts repre
senting undivided interest in such· financial assets 
or ot herwise; 
(za) "securitisation company" means any company 
formed and registered under the Companies Act, 
1956 for the purpose of securitisation; 1 of 1956 • 
(zb) "security agreement" means an agreeme nt, 
instrument or any other document or arrangement 
under which security interest is created in favour of 
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the secured creditor including the craatioll of mortgage 
by deposit of title deeds with the secured credi tor; 
(zc) 

.
"se<?ured as�et" means the property on which 

$�UrIty mterest IS created; 

(id) "secured creditor" means any bank or finan
cjal institu tion or any consort ium or group- of 
banks or financial institutions and include.s--

(i) debenture trustee appointed by any bank 
or financial institution ; or 

. 

(ii) securitisation company or reconstruction 
company; or 
(iii) any other trustee holding securities on 
behalf of a bank or financial institution; 

in whose favour security interest is created for due re
. payment by any borrower of any financial assistance; 
(ze) "secured debt" means a debt which is 
secured by any security intere st; 

(zf) "security interest" means right, title and inte-
rest of  any kind whatsoever upon property, created ... in favour of any secured creditOr and includes any 
mortgage} charge. hypothecation, assignment other 
than those specified in section 31; JIf 
(zg) "security receipt" m eans 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) "sponsor" means any person holding not less 
than ten per cent. of the paidup equity capita 1 of a 
securitisation company or reconstruction company; 
(zi) "State Bank of India" means the State Bank 
of India conitituted under section 3 of thc State 
Bank of India Act, 1955; 23 of 1955. 
(zj) "subsidiary bank" shall haw the meaning 
assigned to it in clause (k) of section 2 of the 
State Bank of India (Subs]diary Banks ) Act, H59. 

(2) Words and expressions used and not defined 
in this Ac t but defined in the Indian Contract Act, 
1 872 or the Transfer o f  Property Act, I gin or 
the Companies Act, 195(j Or the Securities and 
Exchange ,Board of Indh Act, 1992 shall have the 
same meanings respectively assigned to them in 
those Acts. 

• 
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CHAPTER II 

REGULATION OF SECURITISATION AND RE
CONSTRUCTION OF FINANCIAL ASSETS 

OF BANKS AND FINANCIAL 
INSTITUTIONS 

3. to No' securitisation COmpallY Or · recon;tru�tion 
company shall commence or carry 011 thl! :bu§iness 
of se<!uritisation or asset reconstruction without-

Registra
tion of se
curitisation 
compantes 

� (a) obtaining a certifi ';;ate of rogistration gran� or recon· 
ted under this section; and struCtioD 

(b) havi ng the owned fund of not less tha n 
two crore ru p ees or such other amount not 
exceeding fifteen per cent. of total ,financial 
assets acquired or to be a cquired by the seCu" 
ritisation company or reconstruction. compa
ny, as the Reserve Bank may, by notification, 
specify: ' . 

. Provided that the Res erve Ba nk may, by n otifica
tion, specify different amounts of owned fund for dif
ferent class or classes of securitisation companies or 
rec()ns tr uc ti on co m p anies : 

Provided further that a securitisation company or 
reconstruction company, existing on the commence
ment of this Act. shall make an application for regis
tration to the Reserve Bank before the expiry of six 
month s from such commenc ement an d no twithstanding 
anything contained in this sub-section may continue 
to carryon the business of securitisation o.r asset 
r econstruction until a certificate of registration is 
granted to it or. as the case may be, rejection o.f ap
pli cation for registration is communicated to. it. 

(2) Bvery securitisation co mpany or reconstruc
tion company shall make an application for regis
tration to the Reserve Hank in such form and 
manner as it may specify. 

(3) The Reserve Bank may, for the purpo.se of 
considerinl? the application for registration of a 
securi tisation company: or reco.nstru ction co�pany 
to commence Or carry on the busin ess of secu
ritisation or asset reconstruction, as the case 

[<may be, require to be satisfied, by an inspection 
of records or books of such securitisation �om
pany or reconstructio.n company, Or otherwise,that 
,the following conditions are fuIfilJed, namely!-

coropani�. 
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(a) that the securitisation company or n�con
struction company has not incurred losses. in 
any of the thr'ee preceding-financial yeat;· " . 

(b) thatsuchsecuritisation _company or fCCGD
struction c'J-IDpany . has made adeq.l'ate 
arrangements for realisation of the f�nandal, 
a'SSets acquired for· the pUIpOse . of :secu dti�a,.: 
tion or asset reconstruction and shall be -able 

. ::to pay periodical rdurns and redeem on res
pective due dales on the investments maJ� in

. the cQ.mpany -by the. qualified institutional 
buyers or other persons; 

;. (c) that the director� of secuntlsation ;:;1)m� 
-pany or .reconstruction company hav,-, ::Ide-

_ quate professional experience in matters re· 
lated to finance, securitisation -and recon
Itfuction; '. 
(d) th at the board of directors of such ��cu
ritisation company or reconstruction company 

. or does -not consist of more than half of its 
total number of .director who are either lh�mi ... 

n�s.of any sponsor or associated in any 
manner with the sponsor or any of its subsi
d iaries; 

(e) that any of its directors has not been 
convicted of any offence involvini� rl\ora� 
turpitude; 

-

(f) .that a sponsor, is not a holding company 
of the securitisation company or reconstruc
tion company, as the case may be, Of, does 
not otherwise hold any .controlling interest in 
such securitisation company or reconstruction 
company ; 

(g) 
-
that securitisation company or reconSTruc

tion company has complied with or is in a 
position to comply with plUdential 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 ro the 
securitisation company or the reconstruction com
pany to commence Or carry on business of secur
itisation or  asset reconstruction, subject to such 
conditions, which it may consider, fit to impose. 

• 
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(5) 'The Reserve Bank may reject the application 
made under sub-section (2) 'if it 'is satisfied that 
the conditions specified in 'sub-section (3):l1re not 
fulfilled: 

. Pio�ided, that befor� ,rejecting the application, the 
applicant sliall be given a reasonable h oplno rtunity 

:,\ of being heard. ' , ' " "."",�, 
(6) Every securitisatioll company or:teeolistruction 
company, shall obtain prior approval of the Re
serve Bank for any substantial change in its Jna
nagement or charyge . �f location of its" �egistered 
office or change In Its name: ' , , 

Provided that the decision of the Reserve ' 'Bank, 
whether t he change in management or: a securiti· 

: Bation 'company or a reconstruction company>is a 
:�subst'an tjal change iil its 'management ornbt;�',shall 
, be final.' 

' 
, . ' .  

E�planation.-For the p urposes of thi� section.
"
'the 

"'expression "substantial change in ma'nageinent" 
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 st:curitisation comp�ny Or a 
recon structIon company, if such company-.... , . 

(a) ceases to carry on the business . of securi
tisation or asset recon struction; 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 gran ted to it; or 

. 

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

(e) fails to--

(i) comply with any direction issued by 'the 
Reserve Bank under the provions of this Act; or 
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(ii). maintain accounts in accord-ance with the 
're�i1i'�ments of anIY law,· or- any�< direction' or 

order ISSUed· ,. by i the Reserve Sa·ok·· under the 
provisions of this Act; or 

(iii) . submit or offer for insp�ction its books of 
account or other relevant documents whell so 
demanded by ihe ReserveBaot�; .or 
(iv) obtain prior approval of 'the Reserve Bank 
req ..... i.ted.,under sub .. sectiol1 (6) of sectiO'n 3: 

PrOl(ided that before cancelling, a certificate of re
!ri&tration 0,11 the ground' that the securi tisation 
company or recon;;truction company. has failed to 
comply with the prov i sions of clause (c) or has 
f�iled,:tQ f"Ifil anv of the cond itions referred to 
ill".clause,(d) or sub-clause (iv) of clause (e), the 
RCseJ:ve,Blimk, .. unless it is of the opinion that the 
dclay.;rin ,.cancelling?the cedificate of registration 
granted under sub :"section (4) of section 3 shaH be 
prejudicial to the public interest or the interests of 
thc,Jnvestors or the secur.itisation company or the 
reconstruction company, ,shall.give an oppMtunity 
tQ,such company.on, such terms as the Reserve 
Buk, 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
t ificate of registration may prefer an appeal, wit�\in 
a period of th irty days from the date on which 
such order of rejection or cancellation is COmll1U
nicated to it, to the . Central Government: 

Provided that before rejecting an appeal such 
company shaH be gi ven a reasonabl e oppo rt unity 
of heing heard. 

(3) A. securitisation company or reconstruction 
company . which is holding investments of quali
fied institution�!l buyers and whose applict:l.tion for 
grant of certificate of registration has been rejec
ted or certificate of registration has been cancelled 
shall. notwithstanding such rejection or cancella
tion, be deemed to be a securitisation companv or 
reconstruction company until it repays th\� vntire 
investments held by it (together with interest, if 
any) within such period as the Reserve Bank may 
direct. 

• 
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5: (0 Notwithstanding-' anything cootained' in . any 
amement or any other law fortbe time beingjn 
f()*"� any) securitisa tion company or r:econStruc
tion company may' acquire financial assets oC any 
bank or financial institution,-

-' 
(a); by, issuing' 3 debentuN 'orZbobtLor . .  any 
other security in the natut�' of ,debelltute, for 
c()n�iderat\ot1 agreed ut:>OQ 'betwee,u such CDm
pany,afid theban1<; ,or fhlanciat iJUtituti().D,. in 
.corporating ,therein such teims and cOnd�tions 
as mlY' be agreed upon between tbem;' or 

'{b}' bv efucringinto;sn' agi�e'mcriLwitll such 
bank or. financiat institutiln for the �raltsfer 
,of such finincial assets to sucl:l company: on 
such. t�rm) and conditions as may be agreed 
UP()!l 'betw!en them. 

' 

, . » l  >, ' , -

'(2): If the bank or financial institution is:a lender 
in relation to anyfiQ.ancial :lssets. ac:qaired under' 

sub-section (n by the securitisation company or 
the recohstructio n compa!lY. suc,h ' sectu'itisation 
eompa ny' 'or reconstruptiou company shall, on such 
acqut$iti 011, be deemedJoQ be the leJ),dcr " and all 
the' rights of such baftk ot financial iastitution 
::shall vegt in such company in relation to such 
tinancial a�sets. 

(3) U nles') otherwisJ:, expressly provided' by this 
A�t; a11 contracts. deeds;: bonds, agreeritents� powers 
-of-attorney, grant� of leg:11 n-presentation" per
missions, approvah, const:nts Or no-objections un
der any law or otherwise and other instruments of 
'whatever nature which "t elate 'to the said financial 
as�et and which ,'are su bsisting or h1:lvil\g' effect 
immediately before the acquisition of financial asset 
,under sub-section (1) a'ld to which th'. concerned 
bank or financial institution is a, party: or which 
are in favour of such bJ.nk or financilll institution 
-shall, after the acquisition of the financial assets, 
be of as full force and effect against or in favour 
of the securitisation company -- or reconstructlon 
�ompa:nv, as ,the case may be and may be enfor
ced or acted. upon as fully and effectually as, if, 
in the place of the said b:tnk or financial institu-

, tion, securitisation company or rec,)nstructiqn com
pany, as the :case may be, had been' a party their-;to 
or as if tttey had been issued in favour of securi
tisation company or reconstruction company, as 
,tlle case may be. 

Acquisition 
of rights or 
in terest in 
financial 
asset�. 
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(4) If, on the date of acquisition of financial 
asset under sub-section- (1). any suit, appeai or 
other' 'proceeding of whatever nature relating to 

.' the s·aidfinancial asset is p ending by or against 
the bank or financlal institution, save as provided 
in the third proviso to sub-section (1) of s ..... ction 

, 15 of the Sick Induatnal Companies (Special Pro
visions) Act. 1985 the same shall uot abate, or be 
discontinued or be, in any way,' prdudicially affec

\. ted by reaSOn of the ac.quisition of finallcia 1 as�et 
,by' the :s.ecuritisation t:ompany or reconstruction 

company, as the case may be, but the, suit, <;rpeal 
Or other proceeding may be continued, prosecuted 

, ' and enforced by Or against the securitisation ('om
panyor reconstruction company. as the case may 

�: be." �' .. 
. " 

6. Notice to 
obligor and 
discharge of '
obligation of 
such obligor. 

(1) The bank Or financial institution . may: if it 
considers appropriate, giv� a notice of acquisition 
of finaneial assets by any' securitisation company . or reconstruction company to the concernec: obli
gor and 'any other concerned person and tn the 

, .  concerned, registering authority (including Registrar 
.of Companies) in whose jurisdiction the mortgage. 
charge, hypothecatioa, assignment or other inte

' .• rest 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 ban k or 
financial institution. the obligor, on rccejrt of 
such notice, shall make payment to the COnci;rned 
securitisation company or reconstruction compar· y. 
as the case may be, and payment made to such 
company in discharge of any of the obligations 
in re lation to the financial asset specified in the 
notice shall be a full discharge to the Obligor 
making the payment from al1 liability in respect 
of such payment. 

(3) Where DO notice of acquisition of fmancial 
asset under sub-section (1) is given by any hank 
or financial institution, any money or other pro
perties subsequently received by the bank or 
financial institution, shall constItute monies or 
properties tleld in trust for the benefit of and on 
behalf of the securitisatioD company or recon
struction company, as the case may be, alld such 
bank or financial institution shall hold such pay
ment or property which shall forthwith be made 

• 

• 

• 
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over or de livered to such seCUTitisation company 
01 reconstruc tion company, as the cas¢ m�y be, 
or its agent duly authorised in tbis �balf. ". 

Issue of 
security by 
raising of 
receipts or 
funds by 
securi tisa tion 
company' or 
reconstruction 
company. 

7. (I) "'jthout pr�judice to the provision" �lliained 
in the Compames Act, 1956. the SecuritIes Con
tracts (Regu�ation) Act, 19�6 and the Securities 
and Exchange Board of Indla Act, �992, any se
curitisation company or . IeCOl. structton company, 
may, after acquisition of any financial asset 
under 8ub-5ection (l) of section 5, pffer 6��llTity 
reeeipts to qualified jnstitutional buyen (other 
than by offer to pubJic) f(·r subscription in ft-CC9fr 

• 

EXemption 
from regis
tration of 

• security 
receipt. 

dance with the provisions of those Ac�. 
, 

(2) A securitisati on company or rc,CoDstr\ledoll 
company may raise funds from the quali��. j.�ti ... 
tutional buyers by formulating schemes for acqui
ring Unancial assets and shall k-eep and majntain 
separate and distinct accounts in Jespecl qf- each 
such scheme for every financial asset acquiJed out 
of investments made by a qualified institutional 
buye r and ensur-e that realisations 9f. sucbfina n
cial asset is heJd and a pplied towardsrede.mption 
of investments and payment of returns assured on 
such' invest ments UDder the relevantscbeme. 
(3) In the event of non-realisation under sub
section (2) of finallcial assets, the qualified insti
tutiona] buyers of a securitisation company or re
construction company, holding security receipts of 
not less than seven ty-five per cent. of the total 
value of the security receipts issued by such com
pany, shatl be entitled to call a meeting of al l the 
qualified in5.titutional buyers aod every resolution 
passed in such meeting shall be binding on the 
company. 

(4) The qualified institutional buyers Shall, at a 
meeting called under sub-se ction (3), follow the 
same procedure, as nearly as possible as is fol
lowed at meetings of the boar<1 of directors of the 
securitisation company Or reconstruction company , 
as the case may be. 

8. Notwithstanding anything contained in sub-section 
(1) of section 17 of the Registration Act, 1908,-

(a) any security receipt issued by the securitisation 
company or reconstruction company, as the case 
may be, under sub-section (I) of section 7, and 

1 of 19,6. 
42 of 1956. 
l� of 1992. 

16 of 1908. 
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n.ot �re�ting, dec �aring •. assignin$' limiting of ex
tmgulshmg any ngh t, tItle or Interest, to or in 
immovable property except in so far as it entitles 
the h older of the secur ity receipt to an undivided 
interest afforded by at regis tered instrument; or 

(b) any transfer of security receipts , 

shaH not require compulsory registriltion. 

9: Without prejud ice to the provisions contained in Measures , 
any other law for the tim e being in force, a securiti- for assets 
sation company or reconstruction company may, for reconstruc .. 
the purposes of asset reconstruction, having reg!ud to tion. 
the guidelines framed by the Reserve Bank in this 
behalf, provide for any one or more of the following 
measures, name ly:-

-

(a) the proper management of the business of the 
borrower. b'y change in, or take over of, the ma
nagement of the business of the borrower; 

{b). the sale or lease of a part or whoie of the 
. business of the borrower; 

(c) rt'scheduling of payment of debts payable by 
the borrower; 

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

(e) settlement of dues payable by the borrower; 

(0 taking possession of secured assets in accor
dance with the p rovisions of this Act. 

10. (1) Any securitisation company or reconstructi,)fi 
ci..nnpany registered under· section 3 may--

(a) act as an agent for any bank or linrlnci�l 
institution for the purpose of recoven ng thelr 
dues from th!.> borrower on payment ot' such 
fee or charges as may be mutually agr,;ed 
upon between the parties; 

(bj act as a manager referred to in clause (c) 
of sub-section (4) of section 13 on such f�e 
a � .. �ay be mutually agreed upon h�tWt'en the 
partIes; 

{c) act as receiver if appointed by am COurt 
-or tribunal : 

Other 
functions 
of securiti
sation COUl
pany or 
reconstruc-
1.I.on com
pany. 

• 



1 5  Ex - 221/2003 

Provided that no securi tis ation company or 
reconstruction company shall act as a manager if 
acti ng as such giv�s rise to any pecuniary liability .  

(2) Save as otherwise provided in sub-section ( l ). 
no securitisation company or reconstruction com
pany which has been granted a cer tificate of regis· 
tration under suh -section (4) of section . 3, shall 
commence or C'lfCY Qn, without prior approval of 
the Reserve Bank, any bu,iness other than that 
of securitisation or asset reconstruction : 

Provided that a sec uritisati on company or 
reconstruction company which is carrying on,  on 
or before the commenc.:ment of this Act. any 
business other than the business of sccuritisation 
oc a.sset r .. construction or busi liess referred to in 
sub-sectio n  (l ), shall cease to carry on any such 
business within one year from the date of corn-

· mencement of this Act. 
Explanation - For the p urposes of t.his : section. 
"securi tisati on comp.my" or "reconstructi on com
pany" does nct i nc1 ude its subsidiary. 

1 1 .  Where any d ispute relat ing to a securitisation or 
reconstructioo Of non -payment of ·· any amount due 
including interest ari"es amongst any of the parties , 

� ' ) namely, the bank or financial institution 9r secur itisa
tion company or reconstruction company �r qual ified 
Institutional buy�r, s uch d ispute shall be settled by 
conciliation or arbitration as provided in the Art,itra-

26 of 1 996. tion and Concil iation Act, 1 996, a s  if the parties to the 
dispute have consented in writing for determination 
of such dispute by conci liation or arbitration and the 
provisions of that Act shal l  apply accordingly . 

1 2. ( 1) If the Resel ve Bank is satisfied that in the  
public i nte rest or to regulate financial system of 
the c OUil lr y  to its advantage or to p revent the 
a ffa irs of any s.::c urit isation company or reconstruc
tiun co mpany fro_ll being cond ucted i n  a manner 
detrimental to the inte rest of investors or i.n any 
manner prejudicial  to the i nter est  of such securi
tisation company or reconstruction company� it is 
ne:essary or expedient so to do , it may determine 
the policy and give directions to a l l  o r  any secur i 
tisatio n company or  reconstlUction company in 
mat ters relat ing to income recogniti on, accounting 
standards ,  making provisions· fer bad and dOllbtfu l  
debts , capital adequacy based on . risk weights for 

Rosolution 
of disputes. 

Power of 
Reserve 
Bank to 

de termine 
p olicy and 
issue direc
tions .  
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a'ssets and also relating to deployment of funds by 
the secuiitisa tion compfl nY, or reconstruction com
pany , <'ls  the case may be, and such company shall 
be bound to follo w the policy so determ ined and 
the di rections so iss ued . 

(2) Witbout prejudice to the genera lity of the po
wer vested under sub-section ( 1 ), the Reserve Bank 
may ,give directions to any securitisation ccrnpany 
or reconstnlction company genera l ly or to a Class 
of securitisation companies or reconstruction c o m 
pan ies or to any s ecuritisation company or recon
st ruction com pany in particula r as to-

(a) the type of financial asset of a hlnk Or 
financial institution which can be acqul T t d  and 
procedure for acquisition . of such asset..; and 
valu ation thereof; , 

(b) the aggr egate value of financial as�ets which 
m,ay be acquired by any securitisation {' om
pany or reconstruction company. 

CHAPTER I II 

ENFORCEMENT OF SECURITY IJl.iTEREST 

1 3. - ( 1) Notwithstanding anything contained in section 4 of 1 882 ,  
69  or section 69A of the Transfer of Property Ac t, 
1882, any security interest created in favou r 0' any 
secured creditor may be enforced, without thl: in� 
tervention of the court or tribunal, by such credi-
tor in accordance with the provisions of t h is Act. 

(2) Where any borrower, who is under a liahility 
to a secured creditcr under a security a greement. 
makes any default in repayment of secured debt 
or any instalment thereof, and h is account i n  res-
pect of such debt is  c lassified by the secured cre-
ditor as non - performing asset,  then, the secured 
creditor may require the borrower by not ice in 
writing to discharge in full his liabil ities to the 
secured credi tor within sixty days from the date of 
notice failing which the secured creditor s h a l l  be 
entItled to exercise all or any of the righ ts u nder 
sub-section (4). 

(3) The notice referred to in sub-section (2) shall 
give details of the amount payable by the borrower 
and the secured asset� intended to be enforced by 

.. 

• 

• 
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the secured creditor in the event of non'payment 
" .  of secure(f debts b�, 

the borrower. 

(4) In' caSe the borrower fails to discharge ;his lia
biHty in full within the period specified in sub

. section J2)� the secured creditor may take recQurse 
t'O' oile or ' more of the ·following measures t(); re
�oV�r his secured debt, namely � - . " , " " '� ,< � '" , . 

(a) take possession of th e secured assets of the 
( botrower , !ncludin�' tl:,e right to ' transfer by 

Way of leale, assignment or sale ' for ; \f'eaJ I
sing the secured asset; 

,� 

. '  (b) take over the management of the ·, secured 
as�ets of the bo'rrowe r , incl�d.ing the ri�ht to 
transfer by way of lease; asslgnmeliF or j lale 
and re a lise the secured asset ; 

(c) appointed any person (here after refened to 
. as the manager), to manage the secured',·'3.ssets 

the possession of w�ch �as been teken ,\over 
, , by the secured credItor; " 

, ' 

(d ) require at any , time b� notice : in , writing, 
any person who has acqulred any of :the se
cured assets from the borrower -and from whom 
any money is due or may -become due to the 
borrower, to ' pay the secure d  -creditor, so 
much of the money as is sufficient to pay the 
s ecured debt . 

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

('6) Any transfer of secured asset after taking 
possession thereof or take over of management 
under sub-section (4). by the secured creditor ot 
by the manager on behalf of the secured' creditor 
shall vest in the transferee all rights in, or in re
lation to, the secured asset transferred as if the 
transfer had been made' by the owner of such 
secured 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 ' propedy 
incurred by him or any expenses incidental thereto. 
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shall be recoverable from the borrower and, the 
money which is received by the secured c reditor 
shall, in the absence of any contract to the con-

- trary, be held by him - jn trus t. to be applied, 

- firstly. in payment of such co st s, charges and ex-
penses and secondly, in discharge of the dues of 
the secured creditor and the residue of the money 
so received sha ll be paid to the person entitled 
thereto in accordance with his rights and i nterest. 

(8) If the dues of the secured creditor together 
with all costs, charge" and expenses incurred by 
�im are tendered to the secured creditor at any 
tIme - before the date fixed for s ale or tran5rer.  the 
scaured asset shall not be sold or tra nsferred by 
the iecured creditor, and no further step shall be 
taken by him for transfer Or sale of tha t secured 
asset. 

; (9) C In the case of financing of a fina ncia l  asset 
by more than one secured creditors or joint finan

,cin, of a financia l asset by secured credi tors, no 
secured creditor ' shall be - entitled to exercise any 
or all of the rights con ferred on him under or 

� ' pursuant to sub-section (4) un less exercise of such 
right is agreed upon by the secured cred i tors re-

( ; - presenting not less than three-fourth in va lue of 
the amount outstanding as · on a record date and 
such action shall be binding on all  the secured 
creditors : 

, Provided that in  the case of a c ompany tn liqui
dation, the amount rea lised from the sale of secured 
a ssets shall be distributed in accordance w ith th� 

1 of 1956. provisions of section 529A of the Companies Ad, 1956: 

Provided further that in  the case of a co mpany 
being wound up on or after the commenc e m en t  of 
this Act, the secured creditor of such compan y .  who 

1 of 1956. opts to realise his security instead of re linqui"hing his 
security and proving his debt under proviso to sub
section ( 1 )  of secti ( )n 529 of the Compani es Act, 1 956, 
may retarn the sale proceeds of his secured a ssets 
after deposi ting the workmen's dues with the l iq uidator 
in accordance with the provisions of sectio n  S : 9A of 
th�t Act : 

-

Provided a lso that the liquidator refe rr e d  te, in the 
second proviso sha ll in timate the secured ..:reditor the 
workmen's dues in accord ance with the prm is lons of 

.. 
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1 of 1956 6ection 529A of tbe Companies Act, 1 956 and .in case 
such workmen's dues ca nnot be ascertaitted; the liqui

d 3tor shall i ntimate th e  estimated amoullt of work
men's dues u nder that section to the secured creditor 
and in such case the sec ured c reditor may retai n the 
sale proceeds of the secured assets after depositing the 
a mount of such estimated dues with the liqu idlrtor : 

Provided also tht'lt in case the secured creditor de
posits the esti mated am ount of workmen's dues, such 
creditor sha ll be lia ble to pay the balance of the 
workmen's dues or entitled to receive the excesS 
amount, if any, deposited by tbe secured creditor with 
the liquidator : . 

Provided a l so that the sec ured creditor shan fur
n ish an undertaking to the liquidator t& · pa.y the 
balance of the workmen'g dues, if atty. " 

. 

Explanation.-For the parPoses of this " sub-sec
tion, -

(a) "record date" means the date agreed upon 
by the sec ured creditors representing not less 
tban three-fourth in value of the amount Out-

. s tan ding on such date; 

(b) "amount outstanding" shaH include princ i 
pal, interest a n d  any other d ues payable by 
the: borrower to the se�ured creditor in respec t  
of secured a Sset as  per the books of account 
of th e secured creditor . 

( 1 0) Where dues of the secured creditor a r e  not 
fu lly satisfi�d with the sale proceeds of the secu red 
a ssets, the secured creditor may file an application 
i n  the form alld m anner as may be prescribed to the 
De bts Recovery Tri bunal h:.wing juri sd iction or a 
com pdent court, as tbe case may be, for recovery 
of the bal ance amo u nt from the borrower. 
( I I ) Without prejudice t o  the righ ts c onferred on 
t he sec ured creditor under or bv this section , the 
sec u red creditor shall  be enti tI ed- t o  proceed aga inst 
the !!uarantors or sel l the pled t!ed as sets without 
fi rst �ta king aI.y of th e n� easures specified in cla uses 
(a) to (d) of sub secti o n  (4 )  i n  rel ation to the se ' 

cured assets u nder thi s  Act . 

( 1 2) Tt;e rigbts of a secured creditor under t h i s  
A::: t may be exercised by one o r  more of h is  officers 



Chief Me
tropolitan 
Magistrate 
Or District 
}¥fagistra te 
to assist se
cured credi
tor in taking 
possession 
of secured 
asset . 

20 

authorised in thi$ behalf in St;cl! manner a� olay 
. be prescribed . 

(3)  No borrO',\ er s hall , afte r re�e ipt  of n q i cc 
referred , to in sub- section (2), transft:'f by way of 
sale. lease. or otherwise ( other than in the ordi.na 
r y  course of his business) any of his secured assets 
referred to in the notice, with out prior vvrhten 
consent o( the secured creditor. 

14. - ( 1 )  . vVhere , the ' possess ion of any sec ured asset i �. 
, . . required to be taken by the sec ured credi tor or ,if 

any of the secured asset is required to be sold or 
transferred by the secured creditor under the pro
visions Qf this Act. the secured cleditor ma�v  for 
the purpose of taking possession or control o f  any 
such secured. asset, request, in writing, the Chief 
Metropolitan Magistrate or the District Ma gi')trate
within who&e jurisdiction any such secured asset or 
other documents relating thereto may be situa ted 
or found , to take possession thereof, and l:he
Chief 1vletropolitan lvlagistrate Or, as  the case may 
bp, the District Magistrate shal 1, on such re q uest 
being made to him -

(a ) take possessiou of stich asset a nd docu
ments relating theu : w ;  a nd 

(b) . . forward such asset and document to the 
secured c r edi ror. 

(2) For the purpose of securing compliance with 
the provisions of su b-section ( l ), the Chit: i f, letw· 
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  opj·  
ni on, be necessary. 

(3 ) No act of the Chief 1Yletro politan h1ab i :i t rate 
or the Distri ct ;'viagistrate done in pursua Ch.:C of 
this section s hall be cal led ill qu estion in ) ny 
court o r  befo:e a ny aUUl ority .  

:Manner 1 5 .  ( 1 )  \Vhen the management of business of a ooc-
and effect rower is taken over by a secured creditor� the se· 
of take over cured . creditor may, by publishing a notice in a 
of manage- ne�spa:per publi&hed in English language and in a 
ment. newspaper published in an Indian 1anguage b cir

culation in the place where th e principal olIlce of 
the borrower is situated , appo int as many persoGs . 
a s i t  th inks fit-

• 
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. (a) in a case in which the borrower is a 
compaI1.Y as. defined in the Companies Act, 1 0f 1'956 
195(), to be tbe di rec�ors of that . bo:rrow�r in 
a�cordance wit� the provisions �f that . Ay�; or 

\. (b) in any other case to be the admiaistra
tOr of t he b usiness of the borrower. . : . 

' (Z) On pUblication of a notice under sub-section 
0 ),-. .  , . 

-

(a ) in a n� case 'where the borrower>is a com- 1 of 1956 
pany as defined in t he Companies Xct, 1956, 
a l l  persons holding office as directors of the 
company and in any othe r , case, all persons 
holding any office having power of superinten-
dence, direction and control of the business of 
the borrower i m mediately before the . publica · 
tion 'of the notice under sub - secti on ( 1) .  sha H  
be deemed to have vacated their offices a s  such; 

(b) . any contract of management between the 
borfow�r and any director or manager t�ereof 
holdi n g  office as such immediately belore pub-
Jication ' of the notice under sub-sectiol\ ( 1 ), 
sh�ll be deemed to b e  terminated ; 

(c) the directors or the administrators ap
pointed uoder this section sball take such 
steps as may be necessary to ta ke into '  their 
cus!ody or un der !h eir . contT?1 all the. proper
ty. effects and actIonable claIms to whIch the 
business of the borrower 1s , or appears to be. 
entit led and all tbe property and effects of the 
business of the borrower shall be deemed to 
be in the custody of the directors or adminis
trators, as the case may be, as from the date 
of the pubJication of the notice; 

(d) the directors appointed under thi s  section 
sha I1, for a l l  purposes, be the directors Qf the 
co mpany of th e borrower and such directors or 
as the case may be, the administrators ap
pointed under this section ,  shall alone be en
titled to exercise all th e powers of the direc-

. tors Or as . the Case may be, of the 'persons 
exercising powers of superintendence, dlfCction 
and control, Qf the business of tbe borrower 
wh ether sue h powers are d�ived froni tbe me
morandum or articles of association " of the 
company of the borrower Or from 'any �ther 
source whatsoever . 

. ,  . '  
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1 of 195'. (3) Where the management of the bus i ness of a 
borrower, being a company as defined in the Com
panies Act, 1956, is taken on'r by the secured cre-
ditor, then, notwithstand ing anything c o ntained in 
the said Act or in the memorandum or articles of 
associ ation of such borrower,-

(a) it shall not be lawful for the shareholders 
of such company o r any other person to n o
minate Or appoint any person to be a d irector 
of the company; 

(b) no resoluti on pas sed at any meeti n g  of the 
shareholders of such com pa nv sha l l  be given 
effect to unless approved by the Secured t:reditor; 

(c) no proceeding for the winding up of such 
company Of for the appo intment of a receiver 
in respect thereof s hall lie i n  any court,  except 
with th e conse nt of the sec ured creditor. 

(4) Where the management of the b usiness of a 
borrower h ad been taken Over by the sec u red cre
ditor, the secured cred itor shall, on re alis:ttion of 
his debt in ful l, restore the management of the 
business of the borrower to him. 

16 .  (1) Notwithstanding anyth ing to the contrary con- No com
tained in any contract o r  in any other l a w  for the pensation 
time being in force, no managing director or any t o  directors 
other director or  a manager or any person in for loss of 
charge of management of the bus iness of the bor - office. 
rower Shall be entitled to any compens at i o n  for 
the l oss of  office o r  the premature term ination 
under this Act of a ny contract of management en-
tered into by him with the bo rrower. 

(2 ) Nothing contained in sub-section ( 1 ) sha H effect 
the righ t  of any such managing direct or or any 
other director or manager or any such pe rson in 
charge of management to recover from the business 
of the borrower, moneys recoverable otherwise than 
by way of such compensatio n.  

17 .  ( 1 )  Any person (including borro wer), aggrieved by Right to 
any of the measures referred to in su b-section (4) appeal. 
oC section 1 3  taken by the secured creditor Of his 
authorised officer u nder thi s  Chapter, m ay prefer 
an appeal to the Debts Reco very Tribuna I having 
jurisdiction in the matter within forty- five days from 
the date on which such measure had been taken . 

., 
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(2} Where an a p peal is preferred by a borrower, 
such appeal shall not be entertaineq. by thc :Debts 
Reco very Tri bunal unless the borrower has depo
si ted wit h  the Debts Recovery Tribunal seventy- I 
five. per cent. of the amount clatmed in the notice 
referred to in �b·section (2) of section 1 3 :  

Provided that the Debts Recovery Tribunal may, 
for reasons to be recorded in writing. waive OJ re
duce the amount to- be deposiud under tbi� section . 

(3) Save as otberwise p rovided in this Act, the 
Debts Recovery Tribunal shall,  as far as may be, 
dispose of the appeal in accordance with the . pro
visions of the Recovery of Debts Due to Banks 
and Financial Institutions Act, 1993 and rules 
made thereunder. 

1 &. ( 1 )  Any person aggrieved, .  by any order .made by 
the Debts Recovery Tribunal un.der section , 1 7, 
may prefer a n  appeal to the ApJ)ellate Tribuna l 
within thirty clays from the date of receipt of the 
order of Debts Recovery Tribuna l. 

(2) Save as otherwise provided in thib Act, the 
Appel late Tribunal shan , as far as may be. dispose 
of the appeal in accordance with the provisions of 
the Recovery of Debts Due to Banks aDd Finan
cial Institutions Act, 1 993 and rules made there':' 
under .  

1 9. If the Debts Recovery Tribunal or the Appellate 
Tribuna l, as the case m ay be, on an appeal  filed 
under section 17  or section 18 holds tbe_ possess ion 
of secured assds by t he secured creditor as wrongfu l 
and directs the secured creditor to return s.uch secured 
assets to tbe concerned borrower, sucb borrower shall 
qe , entitled to payment of such compens ation and 
costs as may be determjned by such Tribunal or 
Appellate Tribunal .  

CHAPTER IV 

CENTRAL REGISTRY 

20. ( 1 )  Tb.e Centra l Governm ent may, by , notifica
tion, set up or calise to be set up riom such 
date as it way specify in such not��ation, a 
registry to be known as the Centra l Registry with 
its own sea l  for the purposes of ,registrati on of . .  ' I 

Appeal to 
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Tribunal.  

51 of 1993. 

\ 
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transaction of securiti sation and reconstru ct; ;)!! of 
financial assets and creation of securitv i nterest 
under this ' Act. ' 

. 

(2) The head office of the Central Registry shall  
be at such place as the Central Governmen t may 
specify and for the purpose of faci litating registra-

. tion of transactions referred to in sub-sectio n 0 ), 
there may be established at such other plact"s as  
the Central Government rna, think fit,  hra nch 
offices of the Central  Registry. 

(3) Th� Central Government may, by notification, 
define the territorial l imits with in which an o ffice 

. of .the Central Rc�gistry may exercise ' its functions. 
" 

(4) The provisions of tbis Act pertaining to the 1 6  of 1 908. 
Central Registry shaH be in  addition to  and not 1 of 1956. 
iii derogation of any of the provi"sions .  co nta ined 44 of 1958. 
in the , Registration Act, 1 908, the Companies Act, 39 of 1970. 
1 956, the . Merchant Shipping Act, 1 958 , the Pa tents 59 of 1988. 
ACt, ' 1970, the M otor Vehicles Act, 1 988 a nd the 16 of 2000 .. 

Designs Act,  20CO or any other law requiring 
registration of charges and shall not a fre:.:! tbe 
priority of charges or validity thereof under t h ose 
Acts or laws. 

Centra l 
Registrar.  

2t'. (1) The Central  Government may, by notification, 
appoint a person fOT the purpose of registration 

of transactions relating to securitisation, recons
truction of financial assets  security interest crea ted 

. over propel ties, to be known as the Central Regi� trar. 

/ 

Register of 22 
securitisation, 
reconstructi on 
and security 
interest 
transactions. 

(2) The Central Governme nt may appoint such 
other officers with such designations as it thinks 
fit for the purpose of discharging under tbe supe
rintendence and direction of the Centra l Registrar� 
such functions of the Central Registrar under this 
Act as he may, from time to time, authorise them 
to discharge. 

(1) For the purposes �f this Act, a record called 
the Central Regist er shall  be kept at the head 
office of the Central Registry for entering the par
ticulars of the transactions relating to-

(a) securitisation of financial assets; 

. .  (b) reconstruction of financial assets: and 

(c) creation of security interest. 

• 
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(2) Notwithstanding anything contained in su})-,
section ( l), it shall be lawful for the Central Regis

. trat to keep the records whol ly or partly in com-
put�r, floppies, diskettes or in any other �electtonic 

. . form subiect to such safeguards as :may "e pres
cd bed. , ' 

(3) ,Where such Tegi,ster �s , maint�ined whol�y 
o r  partly in computer, floppIes, dIskettes or In 
any other electronic form, under sub-section (2), 
any reference in this Act to entry in the Central 

. Register shall be construed as � reference to any 
entrv as maintained in computer or in any other 
electrs:>njc form. 

. .  . 

(4) The regi ster shall be kept under the control 
and management of the Central Registrar,. 

2 3 .  The particul�rs of every transaction of ' �ecurhi.a
tion, asset . reconstruction �r creation . .  of secur�y 
interest shall be , filed, with the Central �gi�,�ai' 
in the manner aod on payment of such fee as may -n� 
prescribed , within thirty . days after the date of su.�h 
transaction or cr�ation of security, by the secilri'�i�
ti on company or reconstruction company or the secu
red creditor, as the case may be : 

. . Pr�)Vjded t�at the .Centra.1 R�gistrar may: ::al low 
[he .filIng of the parti�ulars of such . transaction or 
creation of security inte�est within thirty days next fol
lowin: �1.le �xpiry Qf the , sajd period of ihiity gays on 
payment of such additional fee not exceeding ten times 
the amount of such fee.  

Filing of 
transac
tions of 
securitisa� 
tion re
construc
tion and 
security 
interest . 

24. Whenever the terms Or conditions, or tbe extent Modifica
or operation " of any security interest registered under tion of se
this Chapter, are or is, modified, it shall be the duty of curity inte
the secllri tisation company or  the rec<>nstruction com,- rest regis
pany or the secured creditor, as the case may be� to tered un
send to the Central Registr�r, the particulars of such der this 
Jllo?inc�tion, and;. the .pr�vi�i9ns of,  thi�; , Chapter as to Act. 
regIstratIon of a secupty mterest ·,sllal l apply, . .to such 
modific�tion of ,such security: in;terest. . : . .  

25� (1)  The securitisation company or the recon�truc
tion 'J;ompany or the' secured creditor ,as th� case may: 
be, sbaJl tgiv,e,. i!lJilI,l�tioJl:. l� .: ; the.; C,entral . .  , :R.egi�tf.at of 
the payment or satIsfactIon in full, of any securIty in
terest rel�tjng tQ Jpe .$e�uri�i�at.iQn: �om.pa�y .pt , the Ie
qonstrll�tIon . company, or, t�e s�c\lred. credItor and re
gUiiin'g" regtstratio*' under " tlir� ,Cliapt��! ; �:�i�li1ir thirty . .  , . . . '  . ' , . " , ' \  � .: . .: ' , .  � . ', 

\ 

Securitisa
tion com
pany or re
construc
tion com
pany or se
cured cre-
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d ays from tIle date of such ;)ayment o r  satisfaction . 
(2) The Central Reg istrar shall, o n  receipt of 
such intimation, cause a notice to r.e s ent to the 
securjtisation company Or reconstru ction company 
or the secured creditor calling upon it  to show 

cause within a time not e xceeding fourteen  days 
specified in  such notice, as to why paymen. t  o r  sa
tisfaction should not be recorded as i n ti muted to 
the Central Registrar.  

(3) If no cause i s  shown, the Central Registrar 
shal l order tba t a me mora ndum of sa tis fa ction 
shall be entered i �l the Centra l Regi ster . 
(4) If cause is s h own, the Central Regist r a r  shaH 
record a note to that effect in the Centra l Rei!ister. 
and shal l i nform the borrower that he has d une S I) .  

26. (1 ) The par tic ulal s of securitisati on or f';;':::O ll s truC
tion or security interest entered i n  the Central Register, 
of such tmnsactions. kept under section 22 sila n be 
open during the busi ness hours for inspectio n  by any 
person on paym�nt of such fee as may be p re scribed . 

(2) The Cen tral Register, referred to in  sub-sec
tion ( 1 ) maintained in electronic form, shal l a lso  
be open during the business hours for the inspec
tion by any person through elect ronic media on 
payment of such fee as may be prescribed. 

C HAPTE R V 

OFFENCES AND PENALTIES 

27. If a default  is made --

(a) in fi ling under section 23. the particu lars of 
every transact ion of any f.ecuritisation or asset re 
construction or secur ity interest created by a se
curitisation co mpany or reconstruction c o m pany 
or secured creditOJ ; or 

(b) i n  sendi ng under section 24. the particuJ ars of 
the modifiC'cltion referred to in that section;  or 

(c) in giving intimation under section 2 5, 
every company and every office r of the co mpany 
or the secured credi tor and every officer of the 

ditor to re
port satis
faction of 
security 
interest . 

Right to 
inspect 
particulars .. of securiti
sati on, re
cons truc
tion and 
security 
interest 
transac
tions. 

Penalties . 

, 

.. 



Penalties 
for non
.complia nce 
·of direction 
of Reserve 
Ban k. 

()ffeHces. 

2 7  

secur�d creditor who i s  in  d �1ault shall · be puni
Shlbl� with fine which may extend to five thou
sand rupees for every day during which the defaul t 
contin ues .  

28. · If any securitisatio u company or ,cconskuction 
company fails to comply with any direction issued by 
the Rt'Selve Bank under section 1 2, such co mpany 
and e very officer of the c.ompany wh;o is in default, 
shall be punishable with fine which may extend to five 
lakh rupees and in the case of a tomiBUiJ.lg offence. 
with a n  additional fine wh ich may extend to ttD thou
sand rupees for every day during which the defaul t 
continues. ' 

29. If any person contravenes or attempts to contra
vene or abets the contraventi on of the provisions of 
thi, Act o r  of any rules made thoreunder , be sh .. ll be 
punishable with imprisODmeat for a term whieh may 
extend to one year, or with fine. or with both. 

Ez-221j200J 

Cognizance 30. No co urt inferior to that of a Metrop olitan lVla� 
.. oOf offence . gistrate Or a Judicial l\'1agistrate of the first class shall 

try any offence punishable under this Act. 

Provisions 
of this Act 
not to 
app l)' in 
certain case s .  

CHAPTER VI 

MISCELLANEOUS 
3 1 .  The provisions of this Act shall not ap ply to ·

(a) alien on any go�ds, money or security given 
by or under the Indian Contract Act. 1872 or the 
Sale of Goods Act, 1930 or any Oilie-f law for the 
time being in force; 

9 of 1 872. 
3 of 1 930. 

(b) a pledge of movables within the meaning of 9 of 1 3 72. 
section 1 72 of the Indian Contract Act, t 872; 

(c) creation of any security in any aircraft as de- 24 of 1 934. 
fined in  clause (1)  of section 2 of the Aircraft 
Act, 1 934; 

(d) creation of security intere&t in &1\y vessel as 
defintXi .n clause (55) of s¢�tion 3 of the Mer-
ebaot ShippiDt Act,1�58; 44 of 1958. 

(e) a ny conditiona l sale, hire-purchase or lease or 
any other contract in which no security inter�t 
has been created; 
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(i) a ny rights of unpaid seller under sectior, 47 of 
the sale of Goods Ate, 1930: 3 of 1 930 . 

(g) any properties not liable to attachment or sale 
under the first proviso to sub-section (I) c{ sec-

. tion 6e or the Code of C1 vi I Procidure, 1980: " of 1 908 � 

(h ) a n y  security interest for secu ring repay ffi : !:t of 
any finaneial asset not eXceedi ng one lakh rupees; 

(i) any security interest created in agricult ural 
land ; 
( i  � any caSe i n  which the a m ount due j.; les �  . �l an 
twenty per cent. of the principal amount and 

] ' )  

interest thereon. . : , . . . 

Protectj&.n 
of action 
taken in 
good faith . 

32. No suit� prosecutiC'n or· ether legal proceed ings 
shaH . . lie a1?ainst any secured creditor or any of his 
officers or mana1?er exercising any of th,e rjghts of the 
secured c reditor or torrower ror anvth l {1 '1  d 0pe Of 
omitted to be done i n  g00d f�!1th under" t h i s  - '�, ci 

Offences by 33 . (l j  Wbere an ofience under this A ct hi ;, :,; ! een 
companies . committed by a company, - every person wh o at tb e 

time the offence was committed WbS in charge o( aRd 
was responsible to, the company, for the ccndud or 
the business of the company ,  a s  wen a s the comr:lllY )  
shall be deemed to be gui lty o f  the offence a n d  s :Hdl 
be: liable to he proceed ed against and p u nished ;J CCOf-
dmg'y : · · ,. . . "  

.. " . � 

I 
Provided tha t  n othing conta i ned in th is � l, 1::- scc

ti�n shall render any such person liahl e to any pu
nlshmenr provided in this A ct, if he proves th(l t the 
offence was committed without bis knowled ge Gf that 
he h ad exercised a n  due dil igence to prevent the ,' 0111-
mission of such offen ce. 

(2) Notwithsta nding anything contain�d I ii  �' �ib
sectio}} ( I ), where an offence under this ,A ct h a  s 
been committed by a company and it is :)foved 
th at the offence b as been c ommitte d  with th e con 
sent or connivance of. or is attributable to any 
neglect On the part of, any director, manage r, sec 

. Tetary or .other officer of ·the ,. company, , such 
d irector, manager, secretary: or 9tber , 'officer shaH 
a lso be deemed to he . guilty of the offencl! and 

.,s.hal.J ' . . be · liahl� ' to . be· proceeded n gainst a n d  
. runls hed accordm !!lv.  � . 

.. 
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. Explanation . For the purposes of thi� �pction,-

(a ) "company'; means' any b0(h. c�fpO)"ate and 
includes a firm or other a�sochiti()n of indi
viduals; and 
. ,  , :;. ' , : J, . '  

;(b) "direct�r;" .in relation , to .a firm., .means a 
partner in the firm. 

34. No cIvil court shalJ h�'ve jur,isC\iptioP: \q . entertain Civil court 
any suit Or proceedin ? in respect of 'a ny matter wnich n ot to have 
<i;" Dt!Pt8. ReCO'Wf\LY ··;1;r�bqfl�l: 9£ , lne; ,App�tl�te; bTribunal jurisdiction. 
is emp9wered by ,Qf � ;'Qn4<tt ;t�i� . AcL t9_ .��FqJine and 
Q.O injuJl�tiQJ.l ,sball . be ' gr�ilte9 by , aUJ 9RQ.rt�9r other 
authority itl respect" of any action taken or to be taken 
hi p��l1ance of an}' power co nferred · by Or ;u.nder this 
Act at' under the · Recovet\1 of Debts Due to Ilanks and 
Fhianejaf ' iri�thtitionS Ad: ' J�9g� ) ' .  

, : , . 
35. , 'fhct! orovfsions: of this . AGt shalLhaVll; ; eff,ct. not
withs'faJ1ding anything inconSistent ther;ewith contained. 
in any other law for the, timer·bci1'lg in fONt} or any 
i�strl.!me:nt . .  ha�in&. eff�c�_; bi" Ji�tuc; : .\.\� a�X r, s1?eh Jaw. 

' - " ' -. 

'., 

The provi� 
sions of 
this Act to 
override 
other laws. 

Applica
tion of 
other laws 
not barred. 

38. ( 1) The Central GOV«Dment " may, " ,by notification 
and in  the Electronic Gazette as defined in clause 
(8) ;01' section. 2 of tbe Infot1mation · Teeb.nology. Act, 

21 of 2000. . · 2()()6),. make rules , for cBrr,ing . Qut, the provisions 
of. thls. A�t. ; : . , i  , i " • _ .; . ,  " . ' " 

Power of 
Central 
Govel'll., 
ment to 
makc rulea. 

(2) In particular. and .without prejtidtctr �tb: ' �the : "  .. ,: :  .. ::, / . "  ',: '. ; 
genera hty o f  the foregOIng power, such rules may " . ,.., . .  , . , -
provide for al l Or any of the following matters, d. 
namely :- . . . . 
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(a) the form and ma nner in which a n  applica· 
tion may be filed under sub-section ( 1 0) of 
section 13 ;  
(b) the manner in which the ri ghts o f  a :;ecured 
creditor may be eXerciseq by one O r  more or 
his officers under sub-section ( 1 2) of section 13;  

(c) the safeguards s ubject to which t he record s  
may be kept under sub·section (2) o f  sect ion 2 2; 

(d) the manner i n  which the particul ars of every 
transaction of securitisation sh a l l be filed under 
section 23 and fee for filing such tra nsacti on; 
(e) the fee for i nspecting the p a rtic ulars of 
transactions keot under section 22 and en
tered in the Central Regi ster under su b-secti on 
(1) of section 26; 
(1) the fee for inspecting the Central Register 
maintained in electronic form under s u b·sec
tion (2) of section 26; 
(g) any other matter which is required to be, 
or may be, prescribed, in respect of which 
provision is to be, or may be, made by rule s .  

( 3 )  Every rule made under this Act shall 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 comp rised 
in one session or in two or more successive sessions. 
and if, before the expiry of the session immediately 
following the s ession or the successive session s ,  
aforesaid, both Houses agree in making a ny modi
fication in the rule or both Houses agree that the 
rule should not be ma de, the rule shall thereafter 
have effect only in such modified form or be of 
no effect , as the case may be; so, ho wever, that 
any such modificatio n or an nulment s hall be 
without prej udice to the validity of anything pre
viously done under that rule. 

39 . . The provisions of su b-sections t2), (3 ) and (4) of 
section 20 a�nd sections 21, 22, 23, 24, 25, :, and 27 
shall apply after the Central Registry is set up or 
caule to be set up under sub- secti on ( l )  of 

. section 20. 

:. L. ; 
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Po.Wer to 40. ( 1 )  If any difficu lty arises in giving effect to. the 
remove provisio.ns o.f this Act, the CentraJ GOYerIlIl):ent 
difficulties . may, by o.rder published in the Official Gazette. 

ma.ke suc h pro.visio.ns no.t inco.nsistent with the 
provisio.ns o.f this Act as may appear 'to. be neces
sa ty fo.r removing the difficu tty : 

Pro.vided that no. o.rder shal l be made under 
this section after the expiry o.f a period o.f two. 
years from the co.mmencement o.f this Act. · 
(2) Every o.rder . made under this section shaif be 
laid, as so.o.n as may be after i t  is made, before 
each Ho.use o.f Parliament. 

Amend
ment to. 
certain en
actments. 

41 . The e nactments specified in the Schedale sha ll be 
: amended in the manner s pecified therein. I 

Repeal and 42. ( 1 )  The Securitisation and Reco.nstruction of Finan- Ord. 
saving. cial Assets a nd Enfo.rcemctlt o.f Security Interest 3 of 2002. 

... (Second) Ordinance, 2002 is hereby repealed. 

Year Act 
No. 

(2) No.twithstanding such repeal, anything do ne or 
any action taken under tbe said Ord inance shal l  be \ 
deemed to have been do.ne or taken under the 
co.rresponding provisions of this Act. 

THE SCHEDULE 
(See section 41) 

Sho.rt title Amendment 

-----:- ----- -- - - - - --- - -_ . - - -- - -"'-- - - _._ -_._ --- ---- - - -- ---- -- --

1 956 1 ·  The Companies Act, J 956 In section 4A, in sub- section (1) ,  
af�er clause (vi), insert the follo
WIng : --

"(vii) the securitisation company 
or the reco.nstructio.n company which 
bas obtained a certificate of regis
tration under sub-section (4) of sec
tion . 3 of )he. �c':1J;'Hi;s�tio.n and 
R.econstrqcij,on of FinancIal Assets 
a.nd Enfo.rcement 'of Security Inte
rest Act, 2002." . 



EX-22 1 /2003 

1956 42 

19i6 1 

f , - , . 
� . .. � ' . 

The Securities Contracts 
fRegulatioo) Act, 1 956. 
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In section :' i t  c la use (h)., after 
sub-claus e  (ib)' insf;rt t he fo 1l6wing:-

"(ic) securit) receipt  as defined 
in clause (zg ) or "ectio.n 2 o.f the 
Securitis atio.n a nd Reco.nstruction 
o.f Financi al Assets and Enfo.rce
ment o.f Security I nterest Act. 2002 ... . 

The Sick Industrial Com- In sectio.n 1 5. i n  sub- sectio.n 0). 
panies (Specia1 Previsio.ns) after the pn\VJSo . insert the fo.l-
Act. 1985. . . . - . . ; lowing , 

··Pro.vided · fu rth e r  that no. refe
re r ce sha H pe m:-, de to. the Board 
for Industrial a n d  Financial ·· Retorr ... 
strnCtion , after H e  co.mmencement 
0f the Securitisa tion and: Recon,. 
structio.n of F i n : '  ncial Assets a nd  
Enforcement 0. :  Security Inte rest 
Act, 2002, where financial · assets 
ha"'l� been acquire<t Py any securi .. 
tisation cnmpa n y  cr re co.nstructio.n .• 
co.mpany under s ub- sectio.n 0 )  o.f .. 
sectio.n 5 of t b a t  Act :  

Provided also that  o.n or after 
the COmmencement of the Securiti
sat io.n and Reco n structio. n  of  Fi
nancial As�ets a nd Enfo.rcement of 

' "  , . .  ·Seehdty Intere s t  Act 2002. where a 
reference is per: d ing befo.re the 
Board fo r Indmtr ial and Financial 
Recons tructio.n, s uch reference shall 
aba te i f  the secured credito.rs, re
presenting no.t less than 'three-fourth 
ill va lue of the amou n t  'OUtstanding 
against fina ncia l  assi<;tance disbur
sed to. the borro wer of such secured 
credftors, have ta ken any· measures 
to recover their secured debt under 
sub-sectio.n (4) of sect i on 13 o.f that 
Act. " . 
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