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NOTIFICATION 

No. H. 12017/$5/lOO4-LJE, the llth Nov�mber, 2004. Tbe following Central 
Ordinance (OfdiQanco No. 4 �f 2(04) is bereby pubhshod fQr general informa­
tion. This OrdinaI\� i, pqblish�d in th� G�zo�te of India . &traord inary, part 
II, Section I, dated 12th October, 2004. 

SainguflJ Bailo, 
Deputy 8ecr�tary 'Q tile Govt. of Mizoram. � 

MINISTR Y OF LAW AND JUSTICR 
(Legislative Department) 

N�w Delhi, 12th October, 200�/Asvina 20� }926 (Saka) 

THE SECU�.lT.ES LAWS (AMENDMENT) ORDINANCE, 2004 
NO. 4 OF 2004. 

Promulgated by the president in the Fifty-fifth Year of the Republic of India. 

An Ordinance furthe!" to �end the Securiti. Contrac�Regulation) Act, 1956 
and the Depositoties Act. 1996. 

WHEREAS Parli3mcmt is not in ses�9n and the President is satisfied that 
circumstances exist which r�nder it necessary for him to take immediate action; 

NOW. THEREFORE, in exercise of the powers conferred by c1ause (1) of 
article 123 of tb� Coa8titution. tbe Presiden( is pleastd to promulgate tho 
following Ordi�tlQt)�-



Ex-341/2004 2 

1. 

CHAPTER-I 
PRELH\,lINARY 

(I) This Ordinance may be called the 
Laws (Amendment) Ordinance, 2004. 

(2) It shall cOme in to fe-rce at once. 

CHAPTER II 

Securities Short title 
and com­
mencement. 

�MENDMENTS TO THE SECURITIES CONTRACTS (REGULATION) ACT,. 1956 

Amend­
ment of 
section 2. 

2. In section 2 of the Securities Contract s  (Regulation) 42 of 1955. 
Act, 1956 (hereafter in this Chapter referred to as the 
principal Act),-

(i) clause (aa) shall be re·lettered as c lause (ac) 
thereof and before the cl ause (ac) a s  so fe-lettered, 
the following clauses shall be inserted, 08. mely:-

«aa) "Corporatisation" m eans the succes­
sion of a recognised stock exchange, [;eing a 
bodv of individuals or a society registered 
under the Societies Reg;stration Ac:, 1860, 
by another stock ex�hange, being <l cOmpany 
incorporated for the purpose of "$sisting, 
regulating or controlling the busine!',s C1 buy­
ing, selling or dealing in securities ,::� rreed on 
by such indivduals or society; 

(ab) "demutualisation" means the seg{\ gtion of 
ownership and manaf!ement from tl:;f: i rading 
rights of the member3 of a recogni;;cG strick 
exchange in accordance with a SCll\.'lW� appro­
ved by the Securities and Exchange g,. j {d of 
India; 

(ii) ch�use (ga) shall be re-lettel�ed CIS ,-' ali>e (gb) 
thereof and before the clause (gb) as se 1"> dtered, 
the followic.g clause shall te inserte(} n, n,;I: :--. 

'ega) "scheme" means a scheme for :o:. pClrati­
. sation or demutualisation of a reco9,nisci stock 

exchange which may provide for-�-

(1) the issue cf shares fora lawful cOI.l�ijeration 
and provision of trading rights i n  lieu ur : jember� 
ship cards of member" of a recognised 3Lck ex­
change; 

, 1 
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(ii )  " the restrictions on votin g rights; , 

, (iii) the transfer of property. business, assets, right'3. 
liabilities, recogaitions, contracts of the re co�ised 
sto:k exchange. legal pro ceedin gs by or against, 
ther recognised stock , exchange, ", wbether in the 
ilame of the recogni sed stock ex-change or' any 
trustee or otherwise and any permi ssion given to, 
or by, the recognised stock exchange; 

(iV) the transfer oC employees of.a recogni�edstock 
exchange to another recogni sed:stock exchan ge; 

(v) any oth\!r matter required for the purpose of 
or in connection with, the corporatisat ion or dem­
tuaJisation, as the case may be, of the recognised 

" stock exchange;'; , 

,(iii) in clause (h), after sub-clause (ic)� the follo\Ving 
sub-clause shall be inserted, name ly : -- ; ' 

"(id) units or any other such instrument issued 
to the investors under any mutual fund- sch,erne; 

- ,  I 

'_ (iv) for clause (j); the following clause shall be 
s ubstitute d, namely:- ' 

'(j) "stock exchange" means-' 

'(a) any body of individuals, whether incar­
, porated or not, c onstituted before corporatisa­

ti on and dernutualJsatiott under sections 4:,\ 
and 4B, or 

(b) a tody corp urate incorporated under the 
Companies Act, 1956 whether under a scheme 
of corporatisa tion and demutualisation or 
otherwise, 

for the purpose of assisting, rc=gu]ating or . controlling 
the business of huying, selling or dealing in "secur�ties;'. 

. , . " ,  

3. Afrer section 4 of th� principal Act, the foJIowing Insertion of 
sections sh all be inserted name1y: - . ," " . d new sections 

4A an 4B. 
(, )� ',.<; 

·4A. On aod from the appoiate<:l" date, allrycog­
nized stock �xchanges (if not corj:lOratisl"d }lnd de­
mutualised before the appointed date) 'shall be 
corporati sed and demutualised rd- 'accordance; with 
the provisions contained in section 4B. 

Corporati­
sation and 
demlituali­
sation of 
�tock ex­
chan ge s. 
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Provided that the Securities and Exchange 
Board of lucUa �a,y� if it is satisfied that any 
recognised stOCk exchange was prevented by suffi-

, cient Cause frQlll being Gorporatised and demutua� 
Us�d QIl' ot aft�r the tlPpointed date, specify 
2lnothe{ appotn�d date In respect of that recog­
llisedatoct exphange and such recognised stock 
exchanjct may contim�e as such tefore such 
apRPiJ,\tci4 a�te. .. 

Explanation.-For the purposes of this section,. 
"app�ilH�<l date" means the dat� which the Secu­
r ities aQd Exchapge Board Qf India may. by noti­
fication i n  the Official Gazette, appoint and diffe� 
rent appointed dates may be appointed for d ffe­
rent recognised stock exchanges. 

4B. (I) All r ecognised stock exchanges referred 
to in secti on 4A shall, within such tirr.e as may 
be specified by t he Securities and Exchange Board 
of India, submit a scheme for corporatisation and 
demutuali sation for i ts approval: 

Provided t hat the Securities and Exchange 
Board of India, may, by notification in the Official 
Gazett,e, specify name of the recognised stock ex­
change, which had already been corporatised and' 
demutualised, and such stock exchange shall not 
be required to submit the scheme under this section .. 

(2) On receipt of the scheme ref,rred to in  sub-sec­
tion (1). the Securities and Exchange Board of 
India may, after making such en quiry as may be 
necessary in thi s  behalf and obtaini ng such fur­
ther informati on, i f  any, as i t IDay require and if 
it is satisfied that it wou d be i n  the interest of 
the trade and also in the p ublic interest, approve 
the schemc with Or without mOdification. 

(3) No scheme under sub-section (2) shall be 
ap2roved by the Securities and Exchange Board 
of India if the issue of shares for a lawful con­
sideration or provision of tradi ng ri ghts in lieu 
of membershi p card of the members '?f. a recog­
ntsed stock exchange or payment of dIVld�nds to 
members have been proposed out of any reserves. 
or assets of that stock exchange. 

(4) Where the scheme is approved under sub­
section (2), the scheme so approved shall be pub­
lished immediately by-

Procedure 
for corpo­
ratisation 
and demu­
tualisation .. 
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(a) the Securities and Exchange Board of 
India in the Official Gazette; \ 

(b) the recognised stock exchange in such 
two daily new�papers circulating in India. as 
may be specifieo oJ the Securities and Exchange 
Board of India, 

and upon such publication, notwithstanding anything 
to the contrary contained in this Act or aDy other 
law for the time boing in force or any agreement, 
award, judgment, decree or other instrument for the 
time being in force, the scheme shall have effect and 
be binding on all persons and authorities including all 
members, creditors, depositors and employees of the 
reco gnised stock exchange and on all persons having 
any contract, right, power, obligation or liability with, 
against, over, to, Or in connection with. the recognised 
stock exchange or its members. 

(5) Where the Securities and Exchange Board of 
India is satisfied that it would not be in the interest 
of the trade and also in tho public interost to 
approve the scheme under sub-section (2), it may, 
by an order, reject the scheme and such order of 
rejection shall be published by it in the Official 
Gazette: 

Provided that the Securities and Exchange 
Board of India shall give a reasonable opportunity 
of being heard to all the persons concerned and 
the recognis ed stock exchange concerned before 
passing an order rejecting the scheme. 

(6) The Securities and Exchange Board of India 
may, while approving the scheme under sub-section 
(2). by an order in writing, restrict-

(a) t he voting rights of the shareholders who 
are also stock brokers of the recognised stock 
exchange; 

(b) the right of shareholders or a stock broker 
of the recognised stock exchange to appoint the 
representatives on the governing board of the 
stock exchange; 
(e) the maximum number of representatives of 
the stock brokers of the recognised stock 
exchange to be appointed on the governing 
board of the recognised stock exchange, which 

shall not exceed one-fourth of the total strength 
of the governing board. 

> • \ • � :. 
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(7) The order made under sub-section (6) shall 
be published in the Official Gazette a nd on tho 
publication thereof, the order shall, notwithstanding 
anythiog to the contrary contained in the Com-
panies Act, 1956, or any other law for the time 1 of 1956. 
being in force, have full effect. 

(8) Every recognised stock exchange, in respect of 
which the scheme for corporatisation or d emutuali­
sation has been apProved under sub-section (2), shall, 
either by fresh issue of  equity shares to the public 
or in any other manner as may be specified by 
the regulations made by the Securities and Exchange 
Board of India, ensure that at least fifty-one per­
cent. of its equity share capital is held, within twelve 
months from the date of publication of the order 
under sub-tection (7), by the public other than 
shareholder s  having trading rights: 

Provided that the Securities and Exchange 
Board of India may, on sufficient cause being shown 
to it and in the public interest, extend the said 
period by another twelve months.'. 

Amendment 4. Section 5 of the principal Act shall be numbered 
of section 5. as sub-section. (1) thereof and after sub-section (1) as 

so numbered, the following sub-section shall be inser­
ted. namely:-

"(2) Where the recognised stock exchange has not 
been corporatised or demutualised or it fails to 
submit the scheme referred to in sub-section (1) of 
section 4B within the specified time therefor Or 
the scheme has belln rejected by the Securities and 
Exchange Board of India under sub�section (5) of 
section 4B, the recognition granted to such stock 
exchange under section 4, shall, notwithstanding 
anything to the contrary contained in this Act, 
stand withdrawn and the Central Government shall 
publish, by notification in the Official Gazette, 
such withdrawal of recognition: 

Provided that no such withdrawal shall affect the 
validity of any contract entered into or made before 
the date of the notification. and the Securities and 
Exchanga Board of India may, after consultation with 
the stock exchange, make such provisions as it deems 
fit i n  the order rejecting the scheme published in the 
Official Gazette under sub-section (5) of section 4B.". 

• 
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S. After section 8 of the priDCipal Act, the following Insertion of 
section sha I be inserted, oamoly:- now sec-

tion SA. 
"SA. (1) A recognised stock exchange may. with tho Glearing 
prior approval of the Securities and :fiIcha!lle Board of corporation 
India. transfer the duties and functions o f  a clearing 
house to a clearing corporation. being a coqapany incor-
porated under the Gompanies Act. 1956. for tho pur-
pose of-

(a) tho periodical settlem.nt of contracts and d iffe­

rences thereunder; 

(b) the delivery of, and payment for. secur ities ; 

(c) any other matter incidental to. Or connected 
with, such transfer. 

(2) Every clearing corporation shall, for the pur­
pose of transfer of the duties and functions of a 
clearing house to a clearing corporation referred 
t o in sub-section (1), make bye-laws and SUbmit 
the same to the Securities and Exchango Board of 
India for its approval. 
(3) The Securities and Exchange Board of India 
may. on being satisfied that it is in the interest 
of the trade and also in the public interest to 
transfer the duties and functions of a c learing house 
to a clearing corporation. grant approval to the bye­
laws submitted to it under sub-section (2) and 
approve transfer of the duties and functions of a 
clearing house to a clearing corporation referred 
to in sub-section (1). 

(4) The provisions of sections 4,5,6,7.8,9,10.11 and 
12 shall, a s  far as may be, apply to a clearing 
corporation referred to in sub-section (1) as they 
apply in relation to a recognised stock exchange.". 

6. After section 12 of the principal Act, the following 
s(Jction shall be inserted, namely :-

"12A. If, after making or causing to be made an ID­
quiry, the Securities and Exchange Board of India is 
satisfied that it is necessary-

(a) in the interest of invest ors, or orderly deve� 
lopment of securities market; or 

(b) to prevent the affairs of any recognised stock 
exchange. or, clearing corporation, Or such other 
agency or person, providing trading or clearing or 

Insertion of 
n ew section 
12A. 
Power to 
issu� direc­
tions. 
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Amend· 
ment of 
section 13. 

settlement facility in respect of securities, �;eing 
conducted in amanner  detrimental to the in terests 
of investors or securities market; or 

(c) to secure the proper management of any such 
stock exchange or clearing corporation or ag0ncy 
or person, referred to in clau.e (b), 

it may
-

issue such directions,-

(i) to any .tock exchange or clearing corporation 
or agency or person referred to in clause n)) or 
any person or class of persons associa ted witi\ the 
securities market; or 

(ii) to any company whose securities are listed 
or proposed to be listed in a recogn1sed <.tock 
exchange, 

as may be appropriate in the interests of investors 
in securities and the securities market .". 

7. In section 13 of the principal  Act,-

(a) for the words "between members of a 
recognised stock exchange", the words "between 
members of a recognised stock exchange or rt�cog­
nised stock exchanges" shall be substituted; 

(b) for the words ·'State or area" wht:rever 
they occur, the words "State or States or area" 
shall be substituted; 

(c) the fo llowing proviso shall be inserted, 
namely:-

"Provided tha t  any contract entered into bet ween 
members of two or more recognised stock exch:mges 
in such State or States or area, shall-

(i) be subject to such terms and conditions as 
may be stipulated by the respective stock exchangos 
with prior approval of Securities and Exchange 
Board of India; 

(ii) require prior permission from the respective 
stock exchanges if so stipulated by the stock 
exchanges with prior approval of Securities 
and Exchange Board of Inaia.". 

Insertion 8. After section 21 of the principal Act, the fo llowing 
of new sec· section shall be inserted, namely:-
tion 21A. 

• 

",'( 
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"2IA. (1) A recognised stock exchange may 
delist the, s�uritiest after. recordi�g the reasons 
therefor from any recognIsed stock exchange on 
any or the ground or grounds as may be pre scribed 
under this Act: 

Provided that the securities of a company shall 
not be deJisted unless the company concerned has 
been given a reasonable opportunity of being heard. 

(2) A listed company or an aggrieved investor 
may file an appeal before the Securities Appellate 
Tribunal against the decision of the recognised 
steck exc!1ange delisting the securities within fIfteen 
days from the date of the decision of the recognised 
stock exchange delisting the securities and the 
provisions of sections 22B to 2 2E of this Act, 
shall apply, as far as may be. to such appeals: 

Provided that the Securities Appellate Tribunal 
may, if it is satisfied that the company was preven­
ted by sufficient cause from filing the appeal within 
the said period, allow it to be filed within a further 
period not exceeding one month.". 

For section 22F of the principal Act, the following 
section shall be substituted, name ly:-

"22F. Any person aggrieved by any decision 
or order of the Securities Appellate Tribunal may 
file an appeal to the Supreme Court within sixty 
days froTU the date of communication of the 
decision or oder of the Securities Appellate Tribunal 
to him on any question of law arising out of such 
order: 

Provided that the Supreme Court may, if it ia 
satisfied that the appellant was prevented by 
sufficient cause from filing the appeal within the 
said priod, aJIow it to be filed within a further 
period not exceeding sixty days.". 

10. In section 23 of the principal Act,- Amendment 
of section 

(a) in sub-section (1), af ter clause (i), for the 23. 
words "shall, on conviction, be punishable with 
imprisonment for a term which may extend to one 
year, or with fine or with beth", the words "shall, 
without prejudice to any award of penalty by the 
Adjudicating Officer under this Act, on conviction. 
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be punishable with imprisonment for a term 
which may extend to ten years or wi th fine, which 
may Clxtend to twenty-five crore rupees , or witlt 
both" shall be �lU bstttuted; 

(b) in 8ub- iilccti () n (2),-

(i) fOr the word and fi,Ufes "section 21." 
the words. figures and l etter "section 21 or 
section 21A" shall be substituted. 

(ii) for the words " sh all, on ('onvictio n, be 
punishablo with fino which may extend to one 
t housand rupees", the words "shall, without 
prejudice to any a ward to penalty by the 
Adjudicating Officer un der this Act, on COn­
viction. be puni::lhable with imprisonment fQr 
a term whi ch may extend to ten years or with 
fine, which may extend to twenty-five crore 
rupees, or with both" shall be substituted. 

11. Arter section 23 of the principal Act. the follow- In.ertion of 
in, sections shall be inserted, namely:- new sectioa, 

23A to 23-0. 

"23A. Any person, who is required under this Penalty for 
Act or any rules made thereunder ,- failure 

to furnis h 
(a) to fur nish any information, documen t, inro{matio�, 
books, returns or report to a recognised stock rotu rD, et •. 
exchange, fails to furnish the same Within tho 
time specified there for in the listing agreement 
or conditions or bye-laws of the recognised 
stock exchange, shall be liable to a penalty 
of One lakh rupees for each day duri ng which 
such failure continues or one crore rupees, 
whicheVer is less for each such failure; 

(b) to maintain books of account or records , 

as  per the listing agreement or condi tio ns , or 
bye-laws of a recognised stock exchange, fails 
to maintain the same, shall bo liable to a 
penalty of ODe lakh rupees for each day du­
ring which such failure continues or One croro 
rupees, whichever is less. 

23B. If any person, who is required unde r this Act or Penalty for 
any bye-laws of a recognised stock exchange made failure by 
thereu nder , to enter into an agreement with his client, �my persoll 
faih to enter into such a n  agreement, he shall be liable to enter in­
to a penalty of one la kh rupees for each day dllring to all alree-

• 

•• 
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which such failure contimles or One crore rupees, which- m ent with 
eTer is leis for every such failure. clients. 

. 

23C. If any stock broker or sub-broker or a company Penalty for 
whoso securities are listed or propose d to be lis ted in failure to .' 
a recognise d st ock exch ange, after hav ing been called redress 
upon by the Securities and Exchango Board of Ind i a Investors' 
or a recognised stock Ixchango in writing, to redress griCJv ancos . 

th. grievances of the investors , fails to rodress s uch 
. 

grieTance. within the time stipu lated by the Securities 
and Exchange Board of India or a recognised Stock 
exchtmge , he or i t  sh all be li able to a penalty or one 
lakh rupees for each day during which IUCb. failure 
continues or one crore rupees, whichever is less. 

23D. If any persont who is rogistere d under section Penalty for 
12 of the Securities and Exch ange Board of Ind ia Act, fai lure to 
1992 as a stock broker Or sub-broker, rails to segre - segregate 
gate sec urities or m oney. of the client or clients or lecurities or 
uses the securities or mone,s of a client or clients for moneys of 
self or for any other client, he shall be li able to a client or 
pena Ity not exceeding One crore rupees. clients . 

23E. If a company or any p�rson ma.aging collective 
investment scheme or mutual fund, fail. to comply with 
the li sting conditions or deli sting conditions or grounds 
or commits a breach thereof, it or he shall be  liable 
to a pena lty not exceeding twenty five croro rupees. 

Peaslty for l3F. If any person dematerialises securIties more 
eIcess d e- than the issued securities of a company Or delivers in 
materiali- the s to ck exchanges the securitie s which arc n ot lilted 
sation or in the recognised stock exchange, or delivers securities 
delivery of where nO trading permission bas been given by the re­

unlisted se- cognised stock exchange. he shall be liable to a penal-
c.rities. ty not exc eeding twenty-five crore rllpe:;,s. 

Penalty for 
fail ure to 
furnish pe­
riodic al 
returns, .tc 

230. If a recognised stock exchange fails or noglects 
to fu rnish period ical returns to the Securities and Ex­
cha nge Board of Ind ia or fails or neg lects to make 
or amend its rules or bve-Iaws as d irected by the Secu-

rities and Exchange Board of India or fails to comply 
with di ections issu ed by the Securities and Exch ange 
Board of Ind ia, such recognised stock exchange s ha ll 
be liable to a penalty which may extend to twenty-five 
crore rupe e •. 
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Penalty for 23H. Who ever fails to co mply with any provision of 
colitraven-- this Allt, the rules or artic les or by-laws or the regula­
tion wbere tions of the recognis ed stock exchange or directions 
no separate issued by the Securities and Exchange Board of India 
penalty has for which :no separate penalty has been provided, snaIl 
been pro- be l iable to a penalty which may extend to one crore 
vided. rupees. 

Power te 
adjudicate. 

231. (1) For the purpose of adjudging under sections 
23A, 23B, 23C, 23D, 23E, 23F, 23G and 23H, the Se­
curities and Excbange Board of India sh all appoint any 
Officer not below the rank of a Division Chief of the 
Securities and Excbange Board of India to be an adju­

d icating officer for holding an inquiry in the pres­
cribed maDner after giving any person concerned a rea­
�oDable oppor tun ity of being heard for the purpose of 
Impos ing any penalty. 

(2) While holdin g an in q uiry, tbe adjud icr t ing 
officer shall have power to summon and eDforc� the 
attendance of any person acquainted with the facts 
and circUD1stances of the case to give ev iden ce or to 
produce any document, which in the opinion of the 
adjud icating officer, may be useful for or relevant to  
the subject-matter of the inquiry and if, on �mc!j in­
quiry. he is satisfied that the person has failed to com­
ply with tbe provisions of any of the sections snecified 
in sub-section (1). be may impose such penalty as he 
thinks fit in accordance with the provisiom of any of 
those sections. 

Factors to 23J. While adjudging the quantum of penal ty under 
be taken section 23-1, tbe adjudicatin g officer shall hl've due 
into account regard to the following factors, name1y:-
by the ad-
jud icating (a) the amount of disproportionate gain or unfair 
officer. advantage, wh erever quantifiable, made as a result 

of the default; 

(b) the amount of loss caused to an investor or 
group of investors as a result of the defau 11; 

(c) the repetitive nature of the d efault. 

Crediting 23K. Al l sums realised by way of pena1ti(.�� under 
sum rea- th is Act shall be credited to the Consolidat�d Fund 

lised by of India. 

way of pena l-

ties to Con­
solidated 
Fund of India . 

• 
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23-L. (l) Any person aggrieved, by the order Or Appeal to 
decision of the recognised sto ck exchange or the Securldtl 
adjudicating officer or any order made by the Se- Appellate 
curitles and Exchange Board of India under section Tribunal. 
4B. may prefer an appeal befor6 the Securities Ap-
pellate Tribunal anO the provisions of section. 
22B. 22C. 22D and 22E of this Act, shall apply, 
as far as may be, to such appeals. 

(2) Every appeal under sub-section (1) shan be 
filed within a period of forty-five days from the 
date on which a copy of the order or decision is 
rece ived by tbe appellant and it shall be j 11 such 
form and be accompanied bv such fee as may be 
prescribed: 

. 

Provided that the Securities Appellate Tribunal 
may entertain an appeal after the expiry of the said 
period of forty-five days if it is satisfied that there 
was sufficient cause for not filing it within that 
perie-d. 

(3) On receipt of an appeal under sub-sec tion 
(1). the Securities Appellate Tribuna l may, after 
giving the pJrties to the appeal, an opportunity of 
being heard, pass such orders thereon as it thinks 
fit,confirming. modifyjng or setting aside tbe order 
appealed against. 

(4) The Securities Appellate Tribunal shaU send 
a copy of every order made by it to the parties to 
the appeal and to the concerned adjudicatina 
officer. 

(5) The appeal filed before tbe Securities Appel­
late Tribunal under sub-sectioll (1) shall be dealt 
with by it as expeditiousIy as possible and endea­
vour '3hall be made by it to dispose of the appeal 
finally within six months from the date of rec.tipt 
of the appeal. 

23·M. (1) Without prejudice to any award of pe-
nalty by tht: adjudicating offic:er under this Act, if OffeBCes. 
any person contravenes or attempts to contravene 
or abets the contravention of the provisions of 
this Act or of any rules or reguktiop..s or by-laws 
;nade thereunder, for whi.,;h no punishn.ieH\ i s  pro 
vided eIse\\<here in this Act, he shall be punisha-
ble with imprisonment for � term which may extend 
to ten years. or with fine, which may extend to 
twenty-five crore rupees or with both . 
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(2) If any person fails to pay the penalty imposed 
by the adjudicating; officer or fails to comply with 
any of his directions or orders, he shall be punish� 
able with imprisonment for a term "'"hich shall 
not be less than one month but which mavextend 
to ten years. or with fine. which may extend to 
twenty-five crore rupees. or with both. 

23-N. Notwithstanding anything contained in the Com�si· 
Code of Criminal Procedure, 1973, any offence tion of eer 
punishable under this Act. not being an off.nce tain offen­
punishable with imprisonment only, or with impri· ccs. 
sonment and also with fine. may either before or 
after tbe institution of any proceeding. be compoun-
ded by a Securities Appellate Tr ibunal or a court 
before which such proceedings are pend ing. 

23-0. (1) The Central Gover nment may" on re· Power to 
commendation by the Board. if the Central Govern- grant im­
ment is satisfied, that any person, who i� aJIeged munity. 
to have violated any of the provis ions of this Act 
or the ru les or the regulations made thereunder, 
ha. made a full and true disclosure in respect of 
aUoged violation, grant to such person, subject to 
such conditions as it may thi nk fit to impose, 
immunity from prosecution for any offence under 
this Act, or the rules or the reluJatiom made 
thereunder or a lso from the imposition of any 
penalty under this Act with respect to the al1egod 
violation: 

Provided that no iuch immunity shall be gran­
ted by the Central Government in cases where the 
proceedings for the prosecution for any luch offence 
have been instituted before the date of {I�c.::ipt of 
application for grant of such immunity: 

Provided further that the recommendation of 
the Securities Exchange Board of India under thil 
sub-tection shall not be binding upon th � Central 
Government. 

2) An immunity granted to a person lH"':er :lub­
section (1) may, at any time, be withdrawn by the 
Central Government, if it is satisfied th ,'\t such 
person had. in the course of the proceedi,lgs, not 
complied with the condition on which t;;{� immu· 
nity Wai granted or had given false evide;-;.ce, and 
thereupon such person may � trid for the 
offence with respect to Which the inF:".ii ,ty was 
granted or for any otr-cr 0ffence .yf 'i1\ch he 

• 
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appears to have been guilty in connection with 
the contraven tion an d  shall also become liable to 
the imposi tion of any penalty under this Act to 
which such pers on would have been l iable, had 
not su ch immunity been granted.". 

Amendment 12. In section 25 of the principal Act, the words, 
Qf' section brackets and figure "sub-section (1) of" shall be 
25. ommitted. 

Sub.ti tutio n 13. For section 26 of the prin cipal Act, the following 
,of new .ec- section shall be substituted, namely:-
don for sec-
tion 26. 

Cognizance 
or offeoces 
by courts. 

"26. (1) }\io court shall take cognizance of any 
offence punishable under this Act or any rulel 
or regulations or bye-laws made thereunder, save 
on a complaint made by the Central Government 
or State Government or the Securities and Ex­
chan�e Board of India or a recognised stock ex­
change or by any person. 

(2) No court inferior to that of a Court of Ses­
ston shaH try any offence punisbable under this 
Act .... 

Insertion of 14. After section 27 A of the princi pal Act, the {o l­
new .ection lowing section shall be ins erted, namely:-
11B. 

Richt to 
recei.. incoma 
from mutual 
(und. 

"27B. (1) It shall be lawful [or the holder of 
any securities, being units or other instruments 
issued bv a ny mutual fund, whose name appears 
011 the books of the mutual fund issuing the said 
..eurity to receive and retain any income in res­
pect of _nits or other instruments issued by the 
mutual fund declared by the mutual fund in res­
pect there of for any year, notwithstanding that the 
!laid security, being units or other instruments 
i .sued by the mutual fund, has already been tranl­
ferred by him for consideration, unless the trans­
feree who claims the income in respect of units 
or other instruments issued by the mutual fund 
from the transferor has lodged the security and 
all o ther documents relating to the transfer which 
may be required by the mutual fund with the 
mutu al fund for being registered in his name 
within fifteen days of the da te on which the in­
comt: in respect of units Or other instruments 
issut'd by the mutu3.1 fund became due . 
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Explanation.-The period specified In 
shall be extended-

this 

. (i) in case of death of the transferee. by the 
actual period taken by his legal representative to 
establish his claim to the income in respect 
of units or other instrument issued by the 
mptual fund; 

(ii) in case of loss of the transfer dre,l by 
theft or any other cause beyond the control of 
transferee. by the actua I period taken f 0: the 
replacement thereof; and 

(iii) in case of delay j n the lodging 0 f any 
security, being units or other instruments issued 
by the mutual fund, and other documents relating 
t o  the transfer due to causes connected with the 
post, by the actual period of the delay. 

(2) Nothing contained in subse�tion (1) shall �lffect-

(a) the right of a mutual fund to pay and 
income from units or o ther instruments iS8ued by 
the mutual fund which has become du� to any 
person whose name is for the time being registered 
in the books of the mutual fund as tbe bolder 
of the security being units or other instrumen ts 
issued by the mutual fund in respect of ,"hie h 
the income in respect of units or other instrUlT.ents 
issued by mutual fund has become due; or 

(b) the right of transferee of any security, 
being units or other instruments issued '"'by the mu­
tual fund, to enforce against the transf�ror or any 
other person his rights, if anv� in relation t(' the 
transfer in any case where the mutual fund has re­
fused to register the transfer of the seeur t v being 
units or other instruments issued by the rr,utual 
fund in the name of the transferee.". 

15. In section 3 0  of the principal Act, in sub-sec- Amend­
tion (2), for the existing clause (ba), the f0110wing ment of 
clauses shall be iubstituted, namely :-- section 30. 

"(ha) the grounds on whicb the securitj�:., of a 
company may be delisted from any recognised stock 
exchange under sub-section (1) of section 21A; 

(hb) the form in which an appeal may be 
filed before the Securities Appellate Tribunctl un-

• 

.. 
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der sub-section (2) of section 21 A and the fees 
payable in respect of such appeal; 
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(hc) the form in which aD appeal may be filed 
before the Securities Appellate Tribunal under sec­
tion 22 A and the fees payable in respect of such 
appeal; 

(hd) the manner of inquiry under sub-section 
(I) of section 23-1; 

(he) the form in which an appeal may be filed 
before the Securities AppeJ1ate Tribunal under 
section 23L a nd the fees payable in respect of 
such appeal;" . 

CHAPTER III 

AMENDMENTS TO THE DEPOSITORIES ACT, 1 996 

1 6. After section 1 9 of the Depositories Act, 1 996 
(hereafter in this Chapter referred to as the principal 
Act). the following sections sha ll be jn�erted . namely :-

"19A. Any person, who is required unde! this Act 
or any rules or regulations or bye-laws made there­
under ,-

(a) to furnish any information, document, books, 
return or report to the Board, fails to furnish the 
same within the time specified therefore, he shall be 
liable to a penalty of One lakh rupees for each day du­
ring which such failure continues or one crore rupees, 
whichever is less for each such failure; 

(b) to file any return or furnish any information 
books or other documents within the time specified 
therefor in th e  regulations or the bye-laws, fails to 
file return or fu rnish the same within the time spe­
cified therefore. be sball be liable to a penalty cne 
lakh rupees for each day during wbich sucb failure 
continues or one crore rupees, Which ever is less; 

(c) to maintain books of account or records, fails 
to maintain the same, he shall be liable to a penalty 
of one lakh rupees for each day during which such 
failure continues Or one crore rupees .. which�ver is Jess. 

Insertion of 
new section 
19A. 1 9B. 
19C. 19D, 
1 9E. 19F. 
1 9G. 1 9H. 
191 and 1 9J 
Penalty for 
failure to 
furnish in­
formation. 
return, "etc. 
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15 of 1 992. 

Penalty for 
failure to 
redress In­
vestors grie­
vances. 

19B. If a depository Or participant or any i ss uer or Penalty for 
its agent or any person, who is registered as an inter- failure to 
mediary Q.nder the provisions of section 12 of the Secu - enter into 
rities and Exchange Board of India Act, 1 992. a nd is an agree­
required under this Act or any ru1es or regulati ons mente 
made thereunder. to enkr into agreement, fails to en-
ter into such agreement, such depository or participant 
or iSS!ler or its agent or  intermediary .shall be liable to 
a penalty of one lakh rupees fot each d;;,y du ring 
wchih . such failure continues or one crore rupees, 
whichever is less for every such failure. 

1 9-C. If any depository or participant or any issuer 
or its agent or any person, who is registered a s  an 
intermediary unde : the prOVisions of section 12  of 
the Securiti es a nd Exchange Boa rd of India  Act. 
1992. after having been called upon by the Board 
in writing. to redress the grieva nces of the inves-
tors, fai ls to redress su ch grievances within the 1 5  of 1992. 
time speci fied by the Boa rd, such depos itory or 
participant or issuer or its agent or intermediary 
shall be liable to a pe nalty of one lakh rupees for 
each day during which such failure cont inues or 
one crm e rupees , whichever is less. 

Penalty for 
delay in dema­
teiialisation 

19-D. If any issuer or its agent  or any person, who 
is regis i:ered as an intermediary unde r  t he provi­
sions of section 12 of the Securities and Ex::hange 

or issue of 
certificate of 
secUrities. 

Penalty for 
failure to 
reconcile 
records. 

Board of India Act, 1 992, fails to demateria lise or 
issue the certificate of securities on opting o ut of a 
depository by the investors,  within the time specified 
under �his Act or regulations or bye-laws made 
thereund�r Or abets in delaying the process of 
dematerialisation Or j s sue the certificate of securi-
ties on opting out of a depository of securities, 
such issuer Of its agent or intermediary shall be 
liable to a penalty of one lakh rupees for each 
day during which such failure contin ues or one 
crore rupees, whichever is less . 

1 5  of 1992. 

19 .. E. If a depository or participant or any issuer 
or its agent or any pers on, who is registered as 
an intermediary under th e provisions of section 1 2  
of the Securities and Exchange Board of India 

Act, 1992, fails to reconcile the record s  of dema- 1 5  of 1 992. 
terilaised securities with all the securities issued 
by the issuer as specified i n  the regulations, such 
depository or parti cipa nt or issuer or its agent or 
intermediary shall be l iable to a penalty of one 
takh rupees for each day during which suc h fai lure 
continues or one crore rupees, whichever i s  1 ess. 

• 

... 



• Penalty fOr 
faihlte to : com­
p ly with djrec­
ti onS issue'd by 
Board under 
section 19�

' 

Pen�lty for 
contra ven ti on 
where �o sep­
ala te pena Ity 
has been 
provided. 

Power to 
adjudicate. 

Factors to be 
taken into 
account bv 
adjudicating 
officer. 
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1 j 
19F. If any perso n ' fails to comply with the 
directions issued by the Board under section J!9J 
withia the time specified by it, he shall be liable 
to a penalty of one lakh rupees for each day 
d uring which such failure continues or one crOre 
rupees, whichever is less. 

1 9G . . Whoever fails to comply with any provision 
of this Act, the rules or regulations of bye-laws 
made or directions issued by the Board therelinder 
for which no separate penalty has been provided, 
shal l  be liable to a penalty which may extend , to 
one crore rupees . 

-

19H. (I) For the purpose adjudging under sections' 
1 9A, 1 9B, 1 9C, 1 9D. 19E. 1 9F. and 1 9G, the Board 
shall appoint any officer not below the rank of a Di..: 
vision Chief of the Securities and Exchange Board of 
India to be an adjudicating officer for h�lding a n' in­
quiry in the prescribed manner after giving any per­
son concerned a reasonable opportunity of being 
heard for the purpose of imposing any penalty. 

(2) While holding an inquiry. the adjudicating 
officer sha ll have power to summon and enforce 
the altcndance of any person acquainted with the 
facts and circumstances of the case to give evidence 
or to produce any document, which in the opinion 
of the adjudicating officer, may be useful for or 
relevant to the subject-matter of the inquiry and if, 
on such inquiry, he i s  satisfied that the person has 
failed to comply with the provisions of any of the 
sections specified in sub-section (I), he may impose 
such penalty as he thinks fit in accordan ce with 
the provisions of any of those section s. 

19 -1. While adjudging the quantum of penalty 
under section 19H, the adjudicating officer shall 
have due regard to t he fol lowing factors , namely :-

(a) the amount of disproportionate gain or unfair 
advantage. wherever quantifiable, made as a result of 
the default; ' 

. 

(b) the amount of loss caused to an investor or 
group of investors as a result of the default; 

(c) the repetitive nature of the default. 
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19J. Al l sums realised by w ay of penalties under this Crediting 
Act shall be credited to the Con solidated Fund of sum rea-
Indi a. t' • lised by 

17. For section 20 of the Principal Act, following sec­
tion shall be substituted, namely:-

'·20. (1) Without prejudice to any award of pen;lity 
by the adjudicating officer under this Act, if any person 
contravenes or attempts to contravene Or abets tbe con 
trave.tion of the provisions of this Act or of any 
rules or regulations or bye-laws made thereunder, he 
shall be punishable with imprisonment for a term wh ich 
may extend to ten years, or with fine, which may ex­
tend to twenty-five crore rupees, or with both . 

(2) If any person fails to pay the pena lty Imposed 
by the adjudicating officer or fails to comp1y with 
any of hi s directions Or orders. he shall be punis h­
able with imprisonment for a term which shall not 
be less than one month but which may extend to 
ten years, or with fine, which may e xtend to twenty­
five Crore rupees, Or with both.". 

18. For section 22 of the principal Act, the fol� 
l owing sections shall be substituted, na mely :-

"22. ( 1 )  No court shall take cogn izance of any 
offence punishable under this Act Or any rules Or 
any regulations or bye-laws made thereu nder. � ave 
on a complaint made by the Centra l Gover nment 
or State Government Or the Securities and Ex-
change Board of Indi a or by any person. 

(2) No court inferior to that of a Court of Ses­
sion shall try any offence punishable unde r  tHs 
Act . 

way of pe­
nalties to 
Conso lida­
ted Fund 
of India. 
Substitu­
tion of new 
section for 
8ection 20 
Offences . 

SUbsfitutiou 
of new sec­
tion s  for 
sectiO n 22. 

Cognizance 
of offences 
by courts. 

22-A. Notwithstanding anything contained in the Composi­
Code of Criminal Procedure, 1 973, any otr�nce tion ofcer­
punish able under this Act, not being an (, fL.-nee tai n  offen­
punishable with imnrisonment only, or with im- ces. 
prisonment and also' with fine, may either bt;: ore 

• 
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or after the insti tution of any proocedin,; be com ­
pounded by a Sec.tities AppeUate Tribanal or a 
(;ourt befQre Vl'hicb. s_b . tlOOdtdillgS ·  arc pe�ding. 

2 2B . (I) The Centra 1 G0'fern;_nt may ,  on 
recommendation by the BGardf . if t� Central 
G(Jvernment is satisfied, tha* I'ny ptH'80 J1 ,  who is 
alleged (0 h a ve YD hted any of the pro vis ions of 
this Act or th e ru les or the regulations mack 
t h ereu n Jer, has made a fun and true lhsdosure in 
rl:"pe.;t of a lleged violation , gra nt t o  i ...-C ;l person ,  
subject to such conditl Onl as i t may th ink fir td 
i mpose. imm unity from prosecution for any offence 
uuder this Act . or the rules or the teszulatioRs 
made tbereunder or all(\) ,'rotn the impOsiti-t> n of 
any pe nalty urMlef tllis Act witb rospect to the 
allege4 violatien : 

Provided that no such imHftloity shall be 
gram.eci by the Cenh'al o.\I'ernnterP ill CCl9CS where 
the procledinp for tile PfOJecutW'o fc).r arty s�ch 
oifeBce have been i_tit",ea brt�fe tile date l)f · 
reQlipt 9f appfi.oa'i4oUl {6¥ FaltE � _tic)} itOfIlunity : 

Provided further that r�om·.coda tt0n 61' tbe ' 

J)oud under thi� !ub-sectioa .-a .t bt · �ing 
upon the Central O,)vera�t. 

(2) An immunity granted to a �tSOll ��r srub­
sect!on (l ) may. at a(JY Ltrne� be withdrawn by th'e 

, Central Government, if it is satisfied t�t such per· 
:son bad, in the course o( l'� proe�eding8, not 
complied with the condition on which tbe immu­
nity was granteJ or had giv�n (�1se evidence, and 
thereupon such person may be tned for th� aifencc 
with respect to wbicn the immunity was granted 
or for any oth er off�nce of which he appears to 
have been guilty in ('onnection with the contraven­
tion and shall also be come liable to tb: imposition 
f)f any penalty under this Act to which such ' penon 
would have been 1m ble, had not weh n.mQnity 
been ",an ted. " . 

Amend- 19. In 5.ectl0n 23A c1'  th� ptri*tipal Aet. in �'tb--Stctlt"fl 
ment of see- 0). after the v. Qrds.  }t)r1tckets' and tgu r�s "SaVe lI.$ 
tion l3A. provided in sub-se'CtiOll (2). any person aggrieved 

PO'we'r to 
� nt I I'll}­
manity . 
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- " . i · 'bv : an 'order of fhe Board ' made i on and �l fter the 
-· · .· c<bminencement' of t116 ' Secu r i t L 's Laws t "econd 
'�L V .. ·- A'mendmeThtt;t,...ct, 1 9!J9;' und'er t�lj s ,Act, or the re­

gu lations made thereunder." a n d  hefore t h ::  \\ ords 
"may prefer an a p peal to a Securities Appe l late 
Tf ibullill h-J ving a jurisdictio n i n  t he m a t ter," the 

. ..  w'ord s "or b)!' �and, 0 1  der made by a n  aJju 1j iC:lti l1g 
officer under thlg Act" ·  shall be i nserted . 

SlIbstitutiOD 20: FOr section 23F of the · princi pa l  Act , the fol l owing 
o t  new shaU be substituted , name ly .-
section for 
sectio 11 23F. 

Appe a l  to 
SlIpreme 
Court. 

"23F. Anv person aggrieved by any decisi on or or-
" der or th e Sec�urities Appdlate TrI bunal fi i!)' file an 

appeal to the 'S'upi t!me.  'Court within sixty lL1Ys  fro m 
the date of communicatio n of the ,decision or order of 
the Securities ApP':,llate Tri bunal to h im on any ques� 
tion of law arIsing out of SUC n  order : 

• � :  � � .' { . ' ' , . ,., J� . • " 

. ' " Provided tha t \tb e' Supreme Court may. i f  i t  i s  sa­
tisfied' that· the: appel lant W(l S prevented bY !o. u fficien t 
cause' from Hling th6 . .  appeal wIthin the said period, 

. 'allow · it to be Hied' within a ·  further period not excee-
ding sixty days . " .  

Amend- ' ; ' : '21�/ ' In" secriolf 24 'of the principal Act, l n  s u b-section 
ment of l ' t2"I, for ' clalise ' �a�, tl1e foliowing clauses shall be sub­
section 24. stituted, namely ;-.. . " ' '.: ' '  

"(a) the manner of inquiry under &u b·:;ection (1 ) 
,· :pfsection ,19H; ' r ' " ,-, : . . : . : � - ;  . '  ', : '  . 

. , ' :  '(a'�) , t�e tim� . .  withiri �hich an appeal may be pre· 
. Jerte� , lln.det s�b·section (1) 9f section 23;". 

, � ,  " . . . " 
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