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NOTIFICATION

No. H. 12017/55/2004-LJE, the 11th November, 2004. The following Central
Ordinance (Ordinance No. 4 of 2004) is hereby published for general informa-
tion. This Ordinanee is publi hed in the Gazette of India, Extraordinary, part
II, Section 1, dated 12th October, 2004.

Saingurg Sailo, .
Deputy Secretary (o the Govt. of Mizoram. -

MINISTRY OF LAW AND JUSTICE
(Legislative Department)

New Detlhi, 12th October, 2001/Asvina 20, 1926 (Saka)

THE SECURITIES LAWS (AMENDMENT) ORDINANCE, 2004
NO. 4 OF 2004.

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

An Ordinance further to amend the Securities Contracts(Regulation) Act, 1956
and the Depositories Act, 1996.

WHEREAS Parligment is not in session and the President is satisfied that
circumstances exist which render it necessary for him to take immediate action;

NOW, THEREFORE, in exercise of the powers conferred by clause (1) of
article 123 of the Constitution, the President is pleassd to promulgate the
following Ordinance -
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CHAPTER-I
PRELIMINARY
1. (I) This Ordinance may be called the Securities Short title
Laws (Amendment) Ordinance, 2004. and com-
mencem ent.

(2) It shall come into force at once.

o CHAPTER Il
AMENDMENTS TO THE SECURITIES CONTRACTS (REGULATION) ACT, 1956

Amend- 2. Insection 2 of the Securities Contracts (Regulation) 42 of 1955.
ment of Act, 1956 (hereafter in this Chapter referred to as the
section 2.  principal Act),- .

(i) clause (aa) shall be re-lettered as clause (ac)
thereof and before the clause (ac) as so re-lettered,
the following clauses shall be inserted, namely:—

‘(aa) “Corporatisation” means the succes-
sion of a recognised stock exchange, Ueinga
- body of individuals or a society registered .

under the Societies Registration Ac:t, 1860, 2! of 186).
by another stock exchange, being 2 ¢Cimpany
incorporated for the purpose of assisting,

regulating or controlling the business ¢i buy-

ing, selling or dealing in securities c~rr:ed on

by such indiviiuals ¢r society;

(ab) “demutualisation” means the seg::z:tion of
ownership and management from the tradin

rights of the members of a recognisca  sioc

exchange in accordance with a sciwwyue appro-
ved by the Sccurities and Exchange B..ic¢d of
India;

(i) clause (ga) shall be re-lettesed as <iause (gh)
thereof and before the clause (gb) as s¢ re- cttered,
the following clause shali te-insertea 1isaizl::—

‘(ga) “scheme” means a scheme for :o:purati-
' “sation or demiutualisation of a recogniscd stock
exchange which may provide for—

(i) the issue cf shares for.a lawful ccusiieration By
and provision of trading rights inlieu of riember- = w3
ship cards cf meaber> of a recognised at.ck ex-

change;
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" (ii) . the restrictions on votmg rlghts

- (m) the traasfer of prOperty, business, assets, rights.

liabilities, recogaitions, contracts of the rec0gmsed

- .stock cxcha‘lge, legal proceedmgs by or against,
_ ther recognised stock exchange, whether in the

name of the recognised stock ex-change or any
trustee or otberwise and any permission given to,
or by, the recognised stock exchange;

(iv) the transfer of employees of a recogmsed stock
exchange to another rccogmsed stock exchanga

(v) any other matter required for the purpose of
or in connection with, the corporatisation or dem-
tualisation, as the case may be, of the tecognised

. stock exchange;’;

((iii) in clause (h), after sub-clause (ic), the followlng

sub-clause shall bz inserted, namely: —

“(id) units or any other such instrument issued
to the investors uader any mutual fund scheme;

“(iv for clause (j); the following clause shall be
su stituted, namely:— -

{(j) “stock exchange” means—-

(a) any body of individuals, whether incor-
porated or not. constituted before corporatisa-
tion and demutualisation under secflons 44

‘\ and 4B, or

(b) a tody corporate incorporated undet the
Companies Act, 1956 whether under a scheme
of corporatisation and demutualisation or
otherwise,

for the purpose of aSSIStlng, regulating or controlling
the business of huymg, bellmg or dealmg in secuntles 3.

(LI
el

‘4A. On agd from the appomted date all recog-
nizéd stock zxchanges (if not corpurauscd and de-

" mutualised before the appomted date) “siall be

corporatised and demautualised idaccordance’ with
the provisions contained in section 4B.

Ex—341/2004

3. After section 4 of th: principal Act the fo]lowmo Insertion of
sections shall be m»erted namely:~

new sections
JA an 48.

Corporati-
sation and
demutuali-
sation of
stock ex-
changes.
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Provided that the Securities and Exchange
Board of India  may, if it is satisfied that agiy
recognised stock exchange was preventad by suffi-

.¢ient cause from being corporatised and demuiua-

lised on or after ' the appointed date, specify

- another appointed date in respect of that recog-
" nised stock exchange and such recognised stock
exchange m y continye as such kefore such

appointed date.

Explanétion.-Fdr the purposes of this section,

- “appeinted date” means the date which the Secu-

rittes and Exchange Board of India may, by noti-
fication in the Official Gazette, appcint and diffe-
rent appointed dates may be appointed for d ffe-
rent recognised stock exchanges.

4B. (1) All recognised stock exchanges referred
to in section 4A shall, within such time as may
be specified by the Securities and Exchange Board
of India, subtmit a scheme for corporatisation and
demutualisation for its approval:

Provided that the Securities and Exchange
Board of India, may, by notification in the Official
Gazette, 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 secticn.

(2) On receipt of the scheme referred to in sub-sec-
tion (1), the Securitiecs and FExchange Board of
India may, after making such enquiry as may be
necessary in this behalf and obtaining such fur-
ther information, if any, as it may require and if
it is satisfied that it wou d be in the interest of
the trade and also in the public interest, approve
the schemc with or without modification. -

(3) No scheme wunder sub-section (2) shall be
approved by the Securities and Exchange Board
of India if the issue of shares for a lawiul con-
sideration or provision of trading rights in lieu
of membership card of the members of a recog-
nised stock exchange or payment of dividends 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
T India in the Official Gazette; o

(b) the recognised stock exchange in such
two daily newspapers circulating in India, as
may be specified by the Securities and Exchange
Board of India, ‘

and upon such publication, notwithstanding anything
to the contrary contained in this Act or any other
law for the time being 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
recognised 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 the public interest 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 recogniced stock exchange concerned before
passing an order rejecting the scheme.

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

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

(b) the right of shareholders or a stock broker
ot the recognised stock exchange to appoint the
representatives on the governing board of the
stock exchange;

(c) the maximum number of representatives of
the stock brokers of the recognised stock
exchange to be appointed on the governin
board of the recognised stock exchange, whic
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 and on the
publication thereof, the order shall, notwithstanding
anything to the contrary contained in the Com-
panies Act, 1956, or any other law for the time
being in force, have full effect.

(8) Every recognised stock exchange, in respect of
which the scheme for corporatisation or demutuali-
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-section (7), by the public other than
shareholders 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.’.

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 been 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
Exchange Board of India may, after consultation with
the stock exchange, make such provisions as it deems
fit in the order rejecting the scheme published in the
Official Gazette under sub-section (5) of section 4B.”.

1 of 1956.
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5. After section 8 of the principal Act, the following
section sha 1 be inserted, namely:—

“8A. (1) A recagnised stock exchange may, with the

prior approval of the Securities and

India, transfer the duties and functions of a clearing
house to a clearing corporation, being a company incor-
porated under the Companies Act, 1956, for the pur-
pose of—

6.

(a) the periodical settlement of contracts and diffe-
rences thereunder;

(b) the delivery of, and payment for, securities;

(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
to in sub-section (1), make bye-laws and submit
the same to the Securities and Exchangs 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 clearing 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 reterred
to in sub-section (1). '

(4) The provisions of sections 4,5,6,7,8,9,10,11 and
12 shall, as far as may be, apply to a clearing
corroration referred to in sub-section (1) as they
apply in relation to a recognised stock exchange.”.

After section 12 of the principal Act, the following
section shall be inserted, namely:—

“12A. If, after making or causing to bs made an in-
quiry, the Securities and Exchange Board of India is
satisfied that it is necessary—

(a) in the interest of investors, 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
new sec-
tion 8A.
Glearin

cchange Board of corporation

Insertion of
new section
12A.

Power to
issus direc-
tions.
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Amend-
ment of
section 13.

Insertion
of new sec-
tion 21A.

settlement facility in respect of securities, heing

‘ conducted in amanner detrimental to the interests

of investors or securities market; or

(c) to secure the proper management of any such
stock exchange or clearing corporation or agency
or person, referred to in clause (b),

it may issue such directions,—

7.

8.

(i) to any stock exchange or clearing corpcration
or agency or person referred to in clause {1) or
any person or class of persons associated witi1 the
securities market; or

(i) to any company whose securities are !isted
or proposed to be listed in a recognised stock
exchange, ‘

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

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 r:cog-
nised stock exchanges” shall be substituted;

(b) for the words “State or area” wherever
they occur, the words “State or States or area”
shall be substituted;

(c) the following proviso shall be insecited,
namely:-

“Provided that any contract entered into between
members of two or more recognised stock eXchanges
in such State or States or area, shall-

(i) be subject to such terms and conditions as
may be stipulated by the respective stock exchanges:
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 India.”.

After section 21 of the principal Act, the follcwing
section shall be inserted, namely:-
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Delisting of “21A. (1) A recognised stock exchange may

securities. delist the securities, after recording the reasons
therefor, from any recognised stock exchange on
any of the ground or grounds as may be prescribed
under this Act:

Provided that the securities of a company shall
not be delisted 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 exchange delisting the securities within fifteen
days from the date of the decision of the recoguised
stock exchange delisting the securities and the
provisions of ssctions 22B to 22E of this Act,
shall apply, as far as may be, to sich 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.”.

Substitution 9. For section 22F of the principal Act, the following
of new sec- section shall be substituted, namely:-

tion for sec-

*  %ion 22F.

Appeal "to “22F. Any person aggricved by any decision

Supreme or order of the Securities Appellate Tribunal may

Court. file an appeal to the Supreme Court within sixty
days from the date of communication of the
decision or oder of the Securities Appellate Tribunal
to dhim cn any question of law arising out of such
order:

Provided that the Supreme Court may, if it is
satisfied that the appellant was prevented by
sufficient cause from filing the appeal within the
said priod, allow 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-scction (1), after clause (i), for the 23.
words “shall, on conviction, be punishable with
imprisonment for a term which may extend to one
year, or witi fine or with bcth”, the words “shall,
without prejudice to any award of penalty by the
Adjudicating Officer under this Act, on comviction,
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be punishable with imprisonment for a term
which may extend to ten years or with fine, which
may oxtend to twenty-five crore rupees, or with
both™ shall be substituted;

(b) in sub-section (2),—

(i) for the word and figures “section 21,”
the words, figures and letter “section 21 or
soction 21A” shall be substituted.

(ii) for the words “shall, on conviction, be
punishable with fine which may extend to one
thousand rupees”, the words “shall, without
prejudice to any award to penalty by the
Adjudicating Officer under this Act, on con-
viction, be punishable with imprisonment for
a term which may extend to ten years or with
fine, which may extend to twenty-five crore
rupees, or with both” shall be substitited.

After section 23 of the principal Act, the follow-

ing sections shall be inserted, namely:—

“23A. Any person, who is rtequired under this
Act or any rules made thereunder,—

(a) to furnish any information, document,
books, returns or report to a recognised stock
exchange, fails to furnish the same within the
time specified therefor 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 during 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 conditions, or
bye-laws of a recognised stock exchange, fails
to maintain the same, shall be liable to a
penalty of oce lakh rupees for each day du-
ring which such failure continues or one crors
rupees, whichever is less.

Insertion of
new sectioms
23A to 23-O.

Penalty for
failure

to furnish
information,
return, ete.

23B. If any person, who is required under this Act or Penalty for
any bye-laws of a recognised stock exchange made failure by

thereunder, to enter into an agreement with his client, any person
fails to enter into suchan agreement, he shall be liable to enter in-
to a penalty of one lakh rupees for each day during to am agree-
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which such failure continses or one crore rupees, which- ment with
ever is less for every such failure. clients. :

23C. If any stock broker or sub-broker or a company Penalty fer .
whose securities are listed or proposed to be listed in failure to .:
a recognised stock exchange, after having been called redress

upon by the Securities and Exchange Board of India Investors’

or a recognised stock exchange in writing, to redress grievances.
the grievances of the investors, fails to redress such ’
grievances within the time stipulated by the Securitics

and Exchange Board of Incfi)a or a recognised Stock

exchange, he or it shall be liable to a penalty of one

lakh rupees for each day during which such failure

continues or one crore rupees, whichever is less.

15 of 1992 23D. If any person, who is registered under section Penalty for
12 of the Securities and Exchange Board of India Act, failure to
1992 as a stock broker or sub-broker, fails to segre- segregate
gate securities or moneys of the client or clients or securities or
uses the securities or moneys of a client or clients for moneys of
self or for any other client, he shall be liable to a client or
penalty not exceeding one crore rupees. clients.

Penalty for  23E. If a company or any person mamaging collective
failare to investment scheme or mutual fund, fails to comply with
comply the listing conditions or delisting conditions or grounds
with pro- or commits a breach thereof, it or he shall be liable
vision of to a penalty not exceeding twenty five crore rupees.
listing con-

ditions or

delisting

eonditions

or grounds

Penalty for 23F. If any person dematerialises securitiecs more
excess de- than the issued securities of a company or delivers in
materiali- the stock exchanges the securities which are not listed
sation or in the recognised stock exchange, or delivers securities
delivery of where no trading permission has been given by the re-
unlisted se- cognised stock exchange, he shall be liable to a penal-
curities. ty not exceeding twenty-five crore rupess.

Penalty for 23G. If a recognised stock exchange fails or neglects

failure to  to furnish periodical returns to the Securities and Ex-

furnish pe- change Board of India or fails or neglects to make

riodical or amend its rules or bve-laws as directed by the Secu-

returns, etc  rities and Exchange Board of India or fails to comply
with di ections issued by the Securities and Exchange
Bo:urd of India, such recognised stock exchange shall
be liable to a penalty which may extend to twenty-five
crore rupees.
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Penalty for 23H. Whoever fails to comply with any provision of
coritraven- this Aet, the rules or articles or by-laws or the regula-
tion where tions of the recognised 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, shall
been pro- be liable to a penalty which may extend to one crore
vided. rupees.

Power te 231. (1) For the purpose of adjudging under sections

adjudicate. 23A, 23B, 23C, 23D, 23E, 23F, 23G and 23H, the Se-
curities and Exchange Board of India shall appoint any
Officer not below the rank of a Division Chiet of the
Securities and Exchange Board of India to be an adju-
dicating officer for holding au inquiry in the pres-
cribed manner after giving any person concerned a rea-
sopable opportunity of being heard for the purpose ot
imposing any penalty.

(2) While holding an inquiry, the adjudicrting
officer shall have power t¢ summon and enforc: the
attendance of any person acquainted with the facts

- and circumstances of the case to give evidence or to
produce any document, which in the opinioxn of the
adjudicating officer, may be useful for or relevant to
the subject-matter of the inquiry and if, on such in-
quiry, he is satisfied that the person has failed to com-
ply with the provisions of any of the sections svecified
in sub-seciion (1), he may impose such penalty as he
thinks fit in accordance with the provisions of amy of
these sections.

Factors to 23J. While adjudging the quantum of penal’v under

be taken section 23-I, the adjudicating officer shall huve due

into account regard to the following factors, nzmely:—

by the ad- .

judicating (a) the amount of disproportionate gain or unfair

officer. advantage, wherever quantiliable, 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 defaul:;

(c) the repectitive nature of the default.

Crediting 23K. All sums realised by way of penaltics under
sum rea- this Act shall be credited to the Consolidat:d Fund
lised by of India.

way of penal-

ties to Con-

solidated

Fund of India.
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23-L. (1) Any person aggrieved, by the order or Appeal to
decision of the recognised stock exchange or the Securities
adjudicating officer or any order made by the Se- Appellate
curities and Exchange Board of India under section Tribunal.
4B, may prefer an appeal before the Securities Ap-

pellate Tribunal and the provisions of sections

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) shall be
filed within a period of forty-five days from the
date on which a copy of the order or decision is
received by the appellant and it shall be in such
formi and be accompanied by such fee as may be
prescribed: -

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

(3) On receipt of an appeal under sub-section
(1), the Securities Appellate Tritunal may, after
giving the parties 1o the appeal, an opportunity of
being heard, pass such orders thereon as it thinks
fit,confirming, wodifying or setting aside the order
appealed against.

(4) The Securities Appellate Tribunal shall send
a copy of every order made by it to the parties to
tj:ilig appeal and to the concerned adjudicating
officer.

(5) The appeal filed before the Securities Appel-
late Tribunal under sub-sectiou (1) shall be dealt
with by it as expeditiousiy as possible and endea-
vour shall be made by it to dispose of the appeal
finally within six months from the date of receipt
of the appeal.

23-M. (1) Without prejudice to any award of pe-

nalty by the adjudicating officer under this Act, if Offences.
any person contravenes or attempts tc contravene

or abets the contravention of the provisions of

this Act or of any rules or regul-tions or by-laws

made thereunder, for which no punishiseir! is pro

vided elsewhere in this Act, he shall be punisha-

ble with imprisonment for a 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 which shall
not be less than one month but which may extend
to ten years, or with fine, which may extend to
tw nty-five crore rupees, or with both.

23-N. Notwithstanding anything contained in the
Code of Criminal Procedure, 1973, any offence
punishable under this Act, not being an offence
punishable with imprisonment only, or with impri-
sonment and also with fine, may either before or
after the institution of any proceeding, be compoun-
ded by a Securities Appellate Tribunal or a court
before which such proceedings are pending.

23-O. (1) The Central Government may, on re-
commendation by the Board, if the Central Govern-
m nt is satisfied, that any person, who is alleged
to have violated any of the provisions of this Act
or the rules or the regulations made thereunder,
has made a full and true disclosure in respect of
alleged violation, grant to such person, subject to
such conditions as it may think fit to imposs,
immunity from pros cution for any offence under
this Act, or the rules or the regulations made
thereunder or also from the imposition of any
penalty under this Act with respect to the alleged
violation:

Provided that no such immunity shall be gran-
ted by the Central Government in cases where the
proceedings for the prosecution for any such offence
have been instituted before the date of ieceipt of
application for grant of such immunity:

Provided further that the recommendation of
the Securities Exchange Board of India uocder this
sub-section shall not be binding upon th: Central
Government.

2) An immunity granted to a person uiiler sub-
section (1) may, at any time, be withdrawn by the
Central Government, if it is satisfied that such
person had, in the course of the proceediags, not
complied with the condition on which t..¢ immu-
nity was granted or had given false evideace, and
thereupon such person may be tricsi for the
offence with respect to which the im: ity was

e

ranted or for any otker offence of -raich he
8 y

Composi-
tion of cer
tain offen-
ces.

Power to
grant im-
munity.
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appears to have been guilty in connection with
the contravention and shall also become liable to
the imposition of any penalty under this Act to
which such person would have been liable, had
not such immunity been granted.”.

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

Substitution 13. For section 26 of the principal Act, the following
of new sec- section shall be substituted, namely:—

tion for sec-

tion 26.

Cognizance “26. (1) No court shall take cognizance of any
of offences offence punishable under this Act or any rules
by courts. or regulations or bye-laws made thereunder, save

on a complaint made by the Central Government
or State Government or the Securities and Ex-
change Board of India or a recognised stock ex-
change or by any person.

(2) No court inferior to that of a Court of Ses-
slon shail try any offence punishable under this
- Act.”.

Insertion of 14. After section 27A of the principal Act, the fol-
new section lowing section shall be inserted, namely: —

27B.

Right to “27B. (1) It shall be lawful for the holder of
receive incoms any securities, being units or other instruments
from mutnal issued by any mutual fund, whose name appears
fund. on the books of the mutual fund issuing the said

security to receive and retain any income in res-
pect of wnits or other instruments issued by the
mutual fund declared by the mutual fund in res-
pect thereof for any year, notwithstanding that the
said security, being units or other instruments
issued by the mutual fund, has already been trans-
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 other documents relating to the transfer which
may be required by the mutual fund with the
mutual fund for being registered in his name
within fifteen days of the date on which the in-
come in respect of units or other instruments
issued by the mutual fund became due.
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Explanation.-The period specified in this scction
shall be extended-

. (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
mutual fund;

“(ii) in case of loss of the transfer deced by
theft or any other cause bevend the control of
transferee, by the actual period taken for the
replacement thereof; and

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

(2) Nothing contained in sub-section (I) shall affect-

(a) the right of a muteal fund to pay and
income from units or other instruments issued by
the mutual fund which has hecome dus t¢ any
person whose name is for the time being registered
in the books of the mutval fund as the holder
of the security being units or other instruments
issued by the mutual fund in respect of wiaich
the income in respect of units or other instruments
issued by mutual fund has become due; or

(b) the right of transferee of any security,
being units or other instrur:ents issued by the mu-
tual fund, to enforce against the transfzror or apy
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 secur:tv being
units or other instruments issued by the mutual
fund in the name of the transferee.”.

15. In section 30 of the principal Act, in sub-sec- Amend-
tion (2), for the existing clause (ha), the fcilowing ment of
clauses shall be substituted, namely :(— section 30.

“(ha) the grounds on which the securitii: of a
company may be delisted from any recogaised stock
exchange under sub-section (1) of section 21A;

(hb) the form in which an appeal may be
filed before the Securities Appellate Tribunal un-
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der sub-section (2) of section 21 A and the fees
payable in respect of such appeal;

)
(hc) the form in which an 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-I;
(he) the form in which an appeal may be filed
before the Securities Appellate Tribunal under
section 23 and the fees payable in respect of
such appeal;”.
CHAPTER III
AMENDMENTS TO THE DEPOSITORIES ACT, 1996
16. After section 19 of the Depositories Act, 1996 Insertion of
(hereafter in this Chapter referred to as the principal newsection
B Act), the following sections shall be inserted, namely:- 19A, 19B,
19C. 19D,
. 19E. 19F.
‘ 19G. 19H.
. 191 and19J
- “19A. Any person, who is required under this Act Penalty for
or any rules or regulations or bye-laws made there- failure to
under,— furnish in-
formation,

return, ‘etc.
(@) 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 the regulations or the bye-laws, fails to
file return or furnish the same within the time gpe-
cified therefore, he shall be liable to a penalty cne
lakh rupees for each day during which such failure
continues or one crore rupees, whichever 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 oae crore rupees, whichever is Jess.
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15 of 1992.

Penalty for
failure to
redress In-
vestors grie-
vances.

Penalty for

. 19B. If a depository or participant or any issuer or
its agent or any person, whe is registered as an inter-
medjary ynder the provisions of section 12 of the Sccu-
rities and Exchange Board of India Act, 1992, and is
required under this' Act or any rules or regulations
maQe thereunder, to enter into agreement, fails to en-
ter into such agreement, such depository or participant
or issuer or its agent or intermediary shall be liable to
a penalty of one lakh rupees for each dzy during
wchih - such failure continues or one crore rupees,
whichever is less for every such failure. ‘

19-C. If any depository or participant or any issuer
or its agent or any person, who 1s registered as an
intermediary unde: the provisions of sectioa 12 of
the Securities and Exchange Board of India Act,
1992, after taving been called upon by the Board
in writing, to redress the grievances of the inves-
tors, fails to redress such grievances within the
time specified by the Board, such depository or
participant or issuer or its agent or intermediary
shall be liable to a penalty oi one lakh rupees for
each day during which such failure continues or
one croie rupees, whichever is less.

19-D. If any issuer or its agent or any person, who

delay in dema- is regisiered as an intermediary under the provi-

terialisation
or issue of

certificate of

securities.

Penalty for
failure to
reconcile
records.

sions of section 12 of the Securities and Exchange
Board of India Act, 1992, fails to demateria lise or
issue the certificate of securities on opting out of a
depository by the investors, within the time specified
under :his Act or regulations or bye-laws made
thereunder or abets in delaying the process of
dematerialisation or issue the certificate of securi-
ties on opting out of a depositoty of securities,
such issuer or its agent or intermediary shall be
liable to a penalty of one lakh rupees for each
day during which such failure continues or one
crore rupees, whichever is less.

19-E. If a depository or participant or any issuer
or its agent or any person, who is registered as
an intermediary under the provisions of scction 12
of the Securities and Exchange Board of India
Act, 1992, fails to reconcile the records of dema-
terilaised securities with all the securities issued
by the issuer as specified in the regulations, such
depository or participant or issuer or its agent or
intermediary shall be liable to a penalty of one
lakh rupees for each day during which such failure
continues or one crore rupees, whichever is |ess.

Penalty for
failure to
enter into
an agree-
ment.

15 of 1992.

15‘0f 1992.

15 ot 1992.



Penalty for
failure to com-
ply with direc-
tions issued by
Board under
section 19:

Penalty for

contravention -

where no sep-
arate penalty
has been
provided.

Power to
adjudicate.

Factors to b:
taken into
account by
agudicating
officer.

19F. If any persoa fails -tO‘cohiply with the

19

Y
i

i

directions issued by the Board under section 19)
withia the time specified by it, he shall be liable
to a penalty of one lakh rupees for each day
during which such failure continues or one crore
rupees, whichever is less.

19G. Whoever fails to comply with any provision

“of this Act, the rules or regulations or bye-laws

made or direciions issued by the Board thereundef
for which no separate penalty has been provided,
shall be liable to a penalty which may extend to
one Crore rupees. v '

19H. (I) Forthe purpose adjudging under sections
19A, 19B, 19C, 19D, 19E, 19F, and 19G, 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 holding an'in-
quiry in the prescrited manner after giving any per-
son concerned a reasonable opportunity of being
heard for the purpose of imposing any penalty.

(28ﬁ While holding an inquiry, the adjudicating
officer shall have power to summon and enforce
the aitendance 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 is 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 penaliy as he thinks fit in accordance with
the provisions of any of those sections.

19-1, While adjudging the quantum of penalt
under section 19H, the adjudicating officer shall
have due regard to the following factors, namely :-

(a) the amount of disproportionate gain or unlair

Bx—341/2004

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;

()

the repetitive nature of the default.
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2 of 1974.

20

19J. All sums realised by way of penalties under this
Act shall be credited to the Consolidated Fund of
India.”.

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

“20. (1) Without prejudice to any award of penalty
by the adjudicating officer under this Act, if any person
contravenes or attempts to contravene or abets the con
travemtion 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 which
may extend to ten years, or with fine, which may ex-
tend to twenty-five crore rupees, or with both.

(2) It 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 which shall not
be less than one month but which may extend to
ten years, or with fine, which may extend to twenty-
five crore rupees, or with both.”.

18. For section 22 of the principal Act, the fol-
lowing sections shall be substituted, namely:—

“22. (1) No court shall take cognizance of any
offence punishable under this Act or any rules or
any regulations or bye-laws made thereunder, save
on a complaint made by the Central Government
or State Government or the Securities and Ex-
change Board of India or by any person.

(2) No court inferior to that of a Court of Ses-
sion shall try any offence punishable under (tis
Act.

22-A. Notwithstanding anything contained in the
Code of Criminal Procedure, 1973, any oflence
punishable under this Act, not being an < ffence
punishable with imprisonment only, or with im-
prisonment and also with fine, may either bciore

Crediting
sum rea-
lised by

way of pe-
nalties to
Conso lida-
ted Fuynd
of India.

Substitu-

tion of new
section for
gsection 20
Offences.

Substitution
of new sec-
tions for
section 22.

Cognizance
of offences
by courts.

Composi-
tion of cer-
tain offen-
ces.
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Amend-
ment of sec-
tion 23A.
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or after the institutien of any proeceding, be com-
poeunded by a Securities Appeilate Tribunal or a
court before which sech rrooceedings are pending.

22B. (I) The Central Governwnent =ay, on
recommendation by the Board, if the Central
Government is satisficd, that aay person, who is
alleged to have violited any of the provisions of
this Act or the rules or the regulations made

Power
grant
mamty.

thereunder, has made a full and true disclosure in -

respect of alleged violation, grant to sicia person,
subject to such conditions as it may think fit' to
impose, immunity from prosecution for any offence

under this Act. or the rules or the regulations

mads thereunder or also from the impositten of
any penalty under this Act with respect to the
alleged violatien:

Provided that no such immwunity shall be
granted by the Central Government in cases where
the procsedings for the prosecution for any such
offence have besen imstituted before the date of
receipt of applicativa fer grant of such immunity:

Provided furthar that rocommendation of the

Board under this sub-section shell not be' Mnding o

upon the Central Goverameat.

(2) An immunity granted to a person under sub-
section (1) may, at any ume, be withdrawn by the

- . Central Government, if it i8 satisfied that such per-

19.

son had, m the course of thre proceedings, not
complied with the comdition on which the immu-
nity was granted or had given false evidence, and
thereupon such person may be tried for the offence
with respect to which the immunity was granted
or for any othzr offence of which he appears to
have been guilty in connection with the contraven-
tion and shall also become liable to the imposition

of any penalty under this Act to which such psrson

would have been liable, had not snch immunity
been granted.”. ¢

In section 23A of the principal Act, in stib-section

(1), after the vords, brackets and fizures “Save as
provided in sub-scction (2), amy person aggrieved

o
1m-
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by dn ‘order of the ‘Board made; on and ufter the .

© meémmencement . of the : Securiti:s  fLaws {>econd

e Amendment) ‘Act, 1989 under tiis :Act, or the re-
gulalions made thereunder,” and hefore the words

“may prefer an appeal toa becurltzwt\ﬂpellate

Tnb\mal ‘having-a jurisdiction in the matter,” the

gt »i‘: words “or by:and oider made by an aJ}u‘hcgtmg
grane o n o oﬁicer under thus Act” shall b=- inseried.

Substitution 20 For: eectmn 23F~ of thﬂ prmcxpal Act, tae foilowing
ot new shall be subsututed namely —

section for

section 23F.

Appeal to *  *“23F. Anv person acgmvcd by any decision or Of-
Supreme :der of the Securities Appellate Tribunal may file an
Court. ' appeal to the- ‘Supieme. ‘Court ‘within sixty days from

the date of coramunication of the decision or order of
the Securities App:llate Tribunal to bim on any ques-
uon of law ansmg out of suc order

Prov1ded that ‘the Supreme Court may, if it is sa-

' tlsfled that the: appellant was prevented sy sufficient

cause-from. hlrng the. ‘appeal within the said period,

“allow it to be {fiied- within' a further period not excee-
ding sixty days.”.

Amend-  © 21." In“sectioi 24 of the principal Aet, in sub-section
ment of (2}, for cladse: ga), mc fohowmg clauses shall be sub-

section 24. stituted, namecly :(— .-:s

“(a) the manoer of mquxry under sub-section (1)
o;f section JOH; ... .o

(aa) the tims. w;thm which an appcal ma_; be pre-
. ferred undex: sub section (1) of section 23;"
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