
THE SECWTIIES LAWS ( M m M E N T )  ACT, 2004 

No. I OF 2005 

[6th January, 2005.3 

An Act Wher  to mend the Securities Contracts (Regulation) Act, 1954 
and the Depositories Act, 1996. 

BE it enacted by Parliament in the Fifth-fifth Year of the Republic of hdia as follows:- 

CHAPTER I 

I. (I) this Act m y  be called the Securities Laws (Amendment) Act, 2004. 

(2) It shall lx deemed to have come hito force on the 12th day of October, 2804. 

CHAPTER 11 

AMENDMENTS TO THE SECURITIES CONTIPBCTS (WULA-[ION) Acr, 1956 

2. In section 2 of the Securities Contracts (Regulation) Act, 1956 (hereafier in this 
Chapter referred to as the principal Act)$- 

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

'(aa) "corporatisation" means the suocession of % recognised stock 
exchange, being a body of individua1s or a society registered under the Societies 
Registmeion Act, 1 860, by mother stock exchange, being a company hcojorated 
for the purpose sf  assisting, regulating or controlling the business of buying, 
selling or dealitlg in securities carried an by such individuals or society. 

(ab) "demutualisatiom" means the segregation of ownr~rship and 
management from the &ding rights of the members of a recognised stock 
exchange in accordance with a scheme,approved by the Securities and Exchange 
Board of India;'; 

fii) clause ($a) sb.alB be re-lettered as clause (gb) thexeof and before the clause 
(gb) as so re-lettered, Blh? following clause sball be inserted, namely:-- 

'&a) "scheme" means a scheme for corporatisation or demgeralisation of 
a recognised stock exchange which m y  provide for- 

(i) the issue of shares for a.lawbl ccnsielek-ation and provision of 
ers of a recognised 

(ii) the restrjctidns on voting rights; 

(iii) the transfer of property, business. assets, rights, liabilities, 
recognitions, contracts of the recopked stock txehmge, legal proceedings 

Short title and 
CO-cemt. 
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by, or against the recognised sdck exchange, whether &the name of the 
recognised stock exchange or any trustee or otirerwise and any permission 
given to or by, the recognised stock exchange; 

(iv) the trasnnfer of einployees of a ~ecognised stock exchange to 
another recognised stock exchange; 

(v) any other matter required for the purpose of, or in connection 
with, the corporatisation or dernutualisation, as the case may be, of the 
recognised stock excharlge;'; 

(iii) in clause (h), after sub-clause (dc), tbe following sub-clause shall be in- 
serted, namely: - 

"(id) units or any other such instrument iesued to the investors under any 
mutual fund scheme;"; 

(iv) for claiise (j), the fol%swhg clause shall be substituted, namely- 

'G) "stock exdnange" meam- 

(a) any body of individuals, whether hco~orated or not, constituted 
before coq~ratisation and demutualisation under sectioias 4A and 4B, or 

(b) a body corporate incoporated under the Companies Act, 1956 I of 1956. 
whether under a scheme of corporatisation and demutualisation or 
otherwise, I 

for the ymapcsse of assisting, replaking or controlling the business of buying, selling or 
dealing irn, securities;'. 

3. h&er section 4 ofthe phcipalAct, the following sectiow shall be hserted, namely:- 

'4A. 8pl a d  from the appointed date, all recognised stock exchanges (if not 
coqsso%tiaed and demutualised before the appointed date) sh l l  be corporatised and 
demu~alissd in accordance with the provisions contained in section 4B: 

Provided that the Secwities and Exchange Board of India may, if it is satisfied 
&at any recognised stock exchange was prevented by sufficient cause from being 
cowmhsed md demutualised on or after tbe appointed date, specify another appointed 
date in respect of fist recognised stock exchange and such recognised stock exchange 
may continue as such before such appointed date; 

Bxplmation.-- For the purposes of this section, "appointed date" means the 
date which the Securities and Exchange Board of India may, by notification in the 
OfEcial Gazette, appoint and different appointed daks may be appointed for different 
recogmised stock exobanges. 

4B. (I) All recognised stock exchanges referred to in section 4A shall, within 
such time as may be specified by the Secueities sm$ exchange Board of India, submit 
a scheme for corporatisation and demutualisation for its approval: \ 

Provided that the Securities and EXC-B Board of India, may, by notification 
the Official Gazette, specify name of the rwoguised stock exchange, which had 

already been cp~poratised and demutualised, svch stock exchange shall not be 
requiredto submit the scheme under this section. 

(2) On receipt of the scheme referred to in ~ b ~ s e c t i o n  (I), the Securities and . 
Exchange Board of India may, after making such cfnquiry as may be necessary in this 
behalf and obtaining such hrther infomation, if any, as it may require and if it is 
satisfied that it would be in the hterest of the Wde and also in the public interest, 

. ,,,approve the scheme with or without modification. 

(3) No scheme under sub-section (2) shall be approved by the Securities and 
I 
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Exchange Board of India if the issue of shares for a lawful consideration or provision . D 

of trading rights in lieu of membership card of the members of a recognised stock 
exchange or payment of dividends to members have been proposed out of any reserves 

-%a 

or assets of that stock exchange. 

(4) Where the scheme is approved under sub-section (2), tllc scKeme so 
approved ah11 be published immediately by- 

(a) the Securities and Exchange Board of India in the Official Gazette; I 

(6) the recognised stock exchange in such two daily newspapers circulat- 
ing 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 @&ument for the t h e  being in force, the scheme shall 
have effect and be binding on all persons and authorities including all members, 
creditors, depositow 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 conn~ctionwith, 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 ( 4 ,  it may, by an order, reject the scheme and such order of rejec- 
tion shall be published by it in the Official Gazette: 

Provided that the S e c ~ t i e s  and Exchange Board of India shall give a reason- s 

able opportunity of being heard to all the persons concerned and the recognised stock I 

exchange concerned before passing an order rejecting the scheme. 

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

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

(b) the right of shareholden or a stock broker of the recognised stock exchange I 

to appoint the representatives on the governing board of the stock exchange; i 
(c) the maximum number of representatives of the stock brokers of the 

recognised stock exchange to bg appointed on the governing board of the 
recognised stock exohange, which shall not exceed one-fourth of the total strength 
of the govering board. 

(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 

1 of 1956. the ,contrary contained in the Companies Act, 1956, or any other law for the time k i n g  
in force, have full effect. 

(8) Every recognised stock exchange, in respect of which the scheme for 
corporatisation or demutualisatio~ has been approved under sub-section (2), shall, 
either by fresh issue of equity share 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 shownto it and in the public interest, extend the said pcriod by another 
twelve month.'. 

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

sub-section (1) as so numbered, the following sub-section shall be inserted, namely:- of section 5. 

I 
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"(2) Where the recognised stock exchange has not beeqcorporatised or 
demutualised or it fails to submit the scheme referred to in sub-section (I)  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 en- 
tered into or made before the date of thenotification, 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.". 

Insertion of 5. After section 8 of the principal Act, the following section shall be inserted, namely:-- 
new sect~on 
SA. 

clearing "8A. (I) A recognised stock exchange may, with the prior approval of the 
corporation. Securities and Exchange Board of India, transfer the duties and functions of a clearing 

house to a clearing corporation, being a company incorporated under the Companies 
Act, 1956, for the purpose of- 

(a) the periodical settlement of contracts and differences thereunder; 

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

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

(2) Every clearing corporation shall, for the purpose oftransfer of the duties and 
functions of a clearing house to a clearing corporation referred to in sub-section (I),  
rriake bye-laws and submit the same to the Securities and Exchange 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 a id  
fuilctions of a clearing house to a clearing coiporation, grant approval to the bye-laws 
submitted to it under sub-section (2) and approve the transfer of the dutles and ftmchons 
of a clearing house to a ciearing corporation refelred to in sub-section (1). 

(4) The provisions ofsections 4 ,5 ,6 ,7 ,8 ,9 ,  10, I l  and 12 shall, as far as may 
be, zpply to a clearing corporation refeGed to in sub-section (I) as they apply in relation 
to a recognised siock exchange.". 

6.  After section 12'of the-principal Act, the following section shall be iniserted, 
namely:- 

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

(a) in the interest of investors, or orderly developnlent of securities market; 

(b) to prevent the affairs of any recognised stock exchange or cleaning 
corporation, or such other agency or person, providing trading or clearing or 
settlement facility in respect of securities, being conducted in a manner 
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 clasue (b), 

it may issue such directions,- 

0) to any stock exchange or clearing corporation or agency or person 
referred to in clasue (b) or any person or class of persons associated with the 
securities market; or 



OF 20053 Securities Laws (AmsndnzenfS 5 

(ii) to any company whcse securities are listed or proposed to be listed in 
a recognised stock exchange, 

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

In section 13 of the principal Act,- Amendment 
of sectlon 13 

(4 for the words "between mambers of a recogmised stock exchange", the words 
"between members of a recognised stock exchange or recognised stcclc exchanges" 
shall be substituted; 

(6) for the words "State or area" wherever they occrar, the wards "~4aie or States 
or area1' shall be substituted; " 

(c) Ike following proviso shall be inserted, namely:-- 

"Provided that any contract entered into between members of two or more 
I ecognised stock exchanges in such State or Slates or area, shall-- 

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

(ii) req~ire prior pemisaios~ fiom the respective stock exchanges if 
so stipralated by the stock exchdirges xv.4ithprkx approval of Secmities and 
Exc:hange Board of India.". 

8. After sectisrak 21 of the principal Act, the following section shall be inserted, Insertion of 

nan1ely:-- new sect1011 
21A 

"21A. (l)  Arccognised stock exchange anay delist the scciarities, after recording Del~stlng of 

the reasons therefor, from any rrecopised stock exchange OD my of the ground or Seculltles 

grat~nds as may be prescribed under this Act: 

Provided that the securities of a company shall not be da:listed unless the company 
cs~~cemed has been givei! a reasonable opportunity of being heard. 

(2) A listed company or an aggrieved investor trlay Gle an appeal before the 
Sesaaritles Appellate Triburaal against the decision of the recogaiised stock exchange 
delisthag B e  securities within fifteen days from the date ofthe decision of the recognised 

, stock exchange delisting the securities and the provisions s f  sections 22B to 22E of 
this Act, shall apply, as far a$ may be, to such appeals: 

Provided that the Securities Appellate 'gkibunal may, if it rs satisfied that the 
company was prevented by sufficient cause from filing the appeal within the said 
period, alIow it to be filed within a further period not exceeding one month.". 

9. For seclioln 22P of the principal Act, the following section shall be substituted, Substitution 
mmlely:-- of new section 

for section 
22F. 

"22F. Any person aggrieved by any decision or order of the Securities Appellate Appeal to 

Tribunal may file an appealvto the Supreme Court within sixty days from the date of Supreme 

communication of the.decision or order of the Securities Appellate Tribunal to him an 
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 period, allow it to ' 
be filed withim a further period not exceeding sixty days.". 

10. In Section 23 of the principal 84- Amendment 
of sectlon 23. 

(a) in sub-section ( I ) ,  after clause (i), for the words 'khall, on conviction, be 
punishable with imprisonment for a teim which may extend to one year, or with fine 
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or with both", the words "shall, without prejudice to any award of penalty by the 
Adjudicating Ofices under this Act, on conviction, 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 substituted; 

(b) in sub-section (2),- 

(4 for the word and figures "section 21," the words, figures and letter 
"section 21 or section 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 of penalty by the Adjudicating Officer under this Act, on conviction, 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 
substituted. 

Insertion of 11. After section 23 of the principal Act, the following sections shall be inserted, 
new sections nan,ely:- 
23A to 23-0. 

Penalty for 
failure to 
furnish 
informatton, 
return, etc. 

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

(a) to hrnish any infonnation,"document, books, returns or report to a recognised 
stock exchange, fails to hrnish the same within the time specified therefor in the 
listing agreement or conditions or bye-lads 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 maintair. the same, 
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. 

~eilal ty for 23B. If any person, who is required under this Act or any bye-laws of a recognized 
failure by any stock exchange made thereunder, to enter into an agreement with his client, fails to 
person to enter 
into an 

enter into such an agreement, he shall be liable to a penalty of one 1pkh rupees for each 
agreement day during which such failure continues or one crore rupees, whichever is less for 
wlth chents. every such failure. 

Penalty for 23C. If any stock broker or sub-broker or a company whose securities are listed 
failure to or proposed to be listed in a recognized stock exchange, after having been called upon 
redress 
invest01 s' 

by the Securities and Exchange Board of India or a recognized stock exchange in 
grievances writing, to redress the grievances of the' investors, fails to redress such grievances 

within the time stipulated by the Securities and Exchange Board of India or a recognized 
stock exchange, he or it shall be liable to a penalty of one lakh rupees for each day 
during which sucb failure continues or one crore rupees, whichever is less. 

Penalty for 23D. If any person, who is registered under section 12. of the Securities and 
fatlure to Exchange Board of India Act, 1992 as a stock broker or sub-broker, fails to segregate 
segregate 
securities 01 

securities or moneys of the client or clients or uses the securities or moneys ofa c l i s t  
moneys of or clients for self or for any other client, he shall be liable to a penalty not exceed& 
cl~ent  or one crore rupees. 
cllen~s. 

Penalty fol 23E. If a company or any person managing coliective investment sciwm or 
Pallure to mutual fund, fails to comply with the listing csndiaiom w de dtioasoakrrrplprds 
comply wlth 
listing or commits a breach thereof, it or be shall be liable to a peml€y SMH exccdag We*- 

conditions or five clore rupees. 
trellstlng* 
~ondrtions or \ 

~rounds .  



23F. If any hw &mbrih s-sewities mom tlhasr the issued securities of o Penolty for 

company or bliversr in the oWk e x c b g ~  the securities which are not listed In the . .  . 
recognized stock c x c h g e  or dolivers sonuitis where m trding permission has 
been given by the pew stock exchange, h$ shall be liable to a penalty not unlisted 
exceeding twenty-five crore~qees. securities. 

h Or mglt?ctS to h k h  pe~odical returns Penalty for 
or fails or neglects to make or amend its hilure to 

md Exchange h a r d  of India or fails to z:ical 
comply with directiaa issued by the Securities and Exchange Board of India, such etc 
recognized stwk excb1~g! sblf Be liable to a penalty which m y  extend to twenty- 
five crore rupees. 

23H. Whoever fails to comply with any provision ofhis Act, she rules or articles 
or bye-laws or the regulations of she recognized stock exchamge or directions issued 
by the Securities and Exchange Board of India for which ao separate penalty has been 
provided, shall be liable to o penalty which may extend to one crore rupees. 

238. (I) F Q ~  thQpwqw of &judging under sections 23A, 23B, 23C, 23D, 23E, 
23F, 230 and 23I4, &e Securities and Exchange Board of India shall appoht any 
officer not klow the rank Q ~ O  Division Cbiefof the Securities d Exchange Board of 
India to be on adju&cahg ofilcer for holding an inquiry in the prescribed m m e r  
after giving my persow cowern~d a reasonable opportunity of being heard for the 
purpose of ianpasing may p lbgr .  

(2) W l e  holding am .@wiryD the adjudicating officer shall have power to summon 
and enforce the attendance of any penon acquainted with the facts and circurmtaaces 
of she case to give evidws! or to produce any document, which in the opinion of the 
adjudicating officer, m y  k weQ1 for or relavant to the subjectmatter of the inquiry 
and if, on sich inquiry, Be is satisfied that the person has failed to comply with the 
provisions of any of %$g sections spcified in sub-section (I), he may impose such 
penalty as he fit in accor&nca with the paovisioas of any of those sections: 

Penalty for 
contravention 
where no 
separate 
penalty has 
been provided. 
Power to 
adjudicate. 

235. M i l e  adjudging &e quantum ofpenalty under section 23-1, the adjudicating Factors to t~ 
oScer shall have due regard to the following facton, namely:-- taken into 

account by 
(a) the amount of disproportionate gain or w h u  advantage, wherever adjudicating 

quantifiable, made as a result of the default; oficer. 

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

(c)  the repetitive iiaeure of the default, 

23K. All sums realised by way of penalties under this Act shall be credited to Crediting 
the Consolidated Fund of India. sums realised 

by way of 
~ l ~ c s  to 
Consolidated 
Fund of India. 

23L. ( I )  Any person aggrieved& the order of decision of the recognised stock A p m l  to 
exchange or the adjudicating officer or any order made by the Securities and Exchange 

Appellate Board of India under section 4B, may prefer an appeal before @e Securities Appelkte 
Tribunal and the povisions of sections 22B, 22C, 22D and 22E of ahis Act, shall apply, 
as far as may be, to such appeals. 

(2) Every appeal under sub-section (I) shall be filed withim a perid 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 form and be accompanied by such fix ap may be 
prescribed: 
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Provided that the Securities Appel!de Tribunal may entertain an appeal after 
the expiry c f  the said period of f~rty-kive tlnys if i t  issatisfied that there was sufficient 
cause for not f i l i~~g  it within that petiod. 

(3) On reccigt of an appeal {rlader sul?..seciiola (i), th2 Securities Appellate Tribunal 
may, after giving tbe j~artics tc the appeal, an ogportmity of being heard, pass such 
orders thereon as it thinks fir, ccsnijrmmg, modifying or setling aside the order appealed 
agairrst. , 

/ 

(4) The Sec~r i t ies fi&ppel!a+e Tsi5tanal shdF sc&d a ccipy,of every oder made by it 
to the pariies'io tXx q.penl r ~ d  b the ca~czcesb-:cd n~jucilmting officer. 

(!J j %'he appe.:! fileibbefo~c tZ,e 5:car;tico A;!pel'c;ato Tribunal u~ider sub-section 
(I) shall h~ dealt with by it as s x~cditiot~sly zs pos-;i@k and endeavour shall be made 
by i; fa dispose oP:4~hr appe,t; f%za"rl!, within six m i & s  from the date of receipt of the 
appeal. 

Wfencea. 2.iM. (1) W~thant prejsc'ricc lo aiay awaid ofj?enalty by ihe adjudicating of the 
under titi:; iXct, if aay petsoxi 6:3rltTaVi'PPt?.$ k ~ i i  alcetr1pt~ to contravene or abets tlie 
coniravea~tion cf the proviss~~ss c;f &is Actor sf aoy rides or regulations or bye-laws 
made tkiereu~sdi:;~ Lln. wtnicb co pnnis!rxi:erar is yrovidcd clsewhexe in this Act, he shall 
be pu;iisha~lc with i~nprisoth%ent for a tern1 wk3it:H; mily extend to ten years, or with 
fine, which may extend i.0 tvq~ewQ-&,re crore rupees tsr with both. 

(2) If any person faiis to pay fi,e 13~31alty '?pr?~posi:d by the adjljpadicating officer or 
fails 1-61 comply with any of S?:" directihp~ls oi r,d.ess, he shall be punishable with 
imprisonment for a alcnn which ni.ldi rnot be less ' t t ~ o  orrc; month but whichmay extend 
to ten yeals, ~ D P  w:th fzne, whncIi may exzad ta bveuky-five crore napees, ox with both. 

Com~o' i~! ( .~  23PJ. Notwit'as~andir~g a:irythi~:g cuntaiw:d rn "ria: Code of Criminal Procedure, 
of certa*r, 1973, any afPence punis%:ablt; mtfn this Act, slot being an offence punishable with 
offences imnpri\onrra*;~lt cm~%y, EJS wkk iarr~risil:rxrieni stad a l w  with fine, may either before or 

after the; iristitutior~ of any proceeding, be cc?mpi,i%eauded by a Securities Appellate 
Tribwa! st a c:or:rt heikrrc whish such proceedings are pending. 

Power to gis,~;irt 2 3 - 0 .  (1 ' )  7'hc Ce~ltraI G~ovesrmterir ~nipy, on rcconmlendatiols by the Securities 
~mmcrtlg. and dj'xchsr?gc 13oaxd of India, if the Central Ck~~~?mrrnc~zt is satisfied, that any person, 

who is ailcged to Iasvs: violatcd any of the provnsions sf this Act or the rules or the 
regulations made Zliereu~lder, has m d e  a fill% m d  true disclosure in respect of alleged 
viofatioa~, graat to such person, xrlhject to 8 ~ ~ h  C O I I ~ ; ; ~ O ~ S  as it may think fit to impose, 
itnmuxlir- frornprc:seclatii~a foi auy aRimx aazder t i ~ s  Act, or the rules ox the regulations 
made &ereunder or also from tire imposition of say pealsllty under this Act with respect 
to the al11:gsd violatilxi; . 

Pmvidcd Olar rlir str;:h immunl~y shaHl be praalted by the Central Government in 
cases whcrc the pwceedirags for dae prosecution for any such offence have been 
Illstilutec$ !,$fore the date of neceipt uf application %i- grant of such imiunity: 

Provided fiuther that the recomne~adatiom af the Securities and Exchange Board 
of h d i a  axldcr this sub-section shall not be binding :upon the Central Govenunent. 

(2) An imlrnity granted to a person under 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 proceedings, not complied with 'Ihe condition on which die immunity 
was granted or had given false evidence, and thereupon such person may be tried for 

. the oEcncc with respect to which the brmunity.was granted or for any other offence of 
which lae appears to have been guilty in connection with the con'travention arid shall 
also become liable to the imposition of any penalty under this Act to which such 
person would have been liable, had not such hnmtmity been granted.". 
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-4, 

12. In section 25 of the principal Act, the words, brackets and figure "sub-sectio:~ ( 1  j 
of" shall be omitted. 

13. For section 24 of the prinmcipal Act. ilae follow~llg section shall be substituted, 
namely:- 

"24. ( I  j No counl shdll take csgalizance o f  any offence plr~~lshable under this Act 
or any rules or regulations or bye-laws made the~eunder, save on a cornp!aint made by 
{he Central Govenament or Stale Government or the Securities and Exchange Board 
of India or a recognised stock exchange or by any person. 

(2j No coun-t inferior to that ofa Colirl of Session slia!l try any offence punishable 
under this Act.". 

14. After section 27t-\ of !he princlp:tl Act, the following section shall be ~nserted, 
namely:- 

"27B. ( l j  It shal! be law5.d f ~ r  the l!oldt.r of any securities, being units or othel 
ll~strumenrs lssued by any rna t l~a l  fi~nd. whose rialne appears OI? thc booksof the r n ~ t t , ~ , l  
fund ~ s s u ~ n g  the s a d  securiry to recelvc and tetaln any ~nccnle III respect s f  units <,I 

other instizln!ealts, issued by thc muaal  fi~r?d declared by the mutual fund in respect 
thereof fop. any yea,, noewithstand~rlg that :!le said security, being uilirs or other 
Instruments ~ssucd I?y rhs na~rual fiind, has alrcady bceri transfcried by h ~ m  fon 

, consrdcraticn, 1.1ri1ess the transfvee vi;'jSo claims the Income in respect ofunits or other 
instruments issued by the rnl~xa3 f u d  from the ~i.3nsfcror has lodged the securlty and 
all onher docurne~;ts'retatj~~g io the trda~sfer w!irch. may be rcqu~rcd by the rriutual fund 
with the mutual fi117d for 'oeiiag registered in his name within fiftcm days afrhc date dn 
which the lncorne In respect of un~its or other x*:sk-oiameilts ~ssued by the mutual f~arld 
became due. 

Exr~lonnriotl.--The period specified ir; ibis sestioi~ ahair be extendeci-- 

/ ( i )  in case of death of the trmsferee, bx the ar,&aaal period taken by 111s !?gal 
representative to establish 111s claim to the illcome ia respect of unlts or other 
instrument issued by the r*,utual f~tad;  

(ii) in case of loss of the transfer deed by the3 a; ahy other cause beyortd 
the control of transftree. by the ackral period sakelr for the replacement thereof; 
and 

(iizj in case or  delay in the lodgiiag of any sacurity, being units or othei 
instruments issued by the. mutaal h d ,  and other docurncnls relating to the transfea 
due to caus'es connected with the post, by the actual period o$ the delay. 

(2) N~thing e~ntalned in sub-section (1) shall atl'z-ct-- 

(a) the right of a mutual ftand IG pay any inco~ne fiorn units or other 
instn~ments issued by the flaiiamal h n d  which has become dud to any person, 
whose name is for the time being registered in th;: bocks of the nlutual fund as 
the holder of the seculity being unirs or other ia~st::~nlerrts issued by the mutual 
fund in respect sf wllich the income in respect ot' u!~its or other instnrrnents 
issued by the antrbal fund has beqorrae due; or 

(b) the right of a iasa~lsferee of any security, being units or other hstmn~ents, 
issued by the mutual h a d ,  to enforce against the transferor or any other pe;son; 
his rights, if any, in relation to the transfer ir, any case where the mutual h n d  has 
refused to registcr the transfer of the security being units or other instrurnents 
issued hy the mutual fund in the name of the tra~sferee.". \ 

A~nendrnen( 
of section 25 

Subst:(ut~on 
of  new sectloll 
!'or section 26 

Cognizance of 
otfences by 
cobrts. 

15. In section 30 of the principal Act,-- 

(a)  in sub-section (2), for clausa (ha), the following clauses shall be substituted, 
namely:- 

Amerldmcnt ' 

of section 30. 



(lab) the form i w M  .an appB .may be fikd before the Securities 
A ~ b k  %hibml midm subs~ t i sn  (2) of 2 18 arnd the f&s payable in 

(he) the fom in wMch an -at m y  b 6lqd Mbre the Securities - 
satha 22A md tb &a payable in m p c t  of such 

wdsr s & d m  (I) d m t i o n  23-1; 

(he) the form in which B ~ B I  qmP m y  k fikd before the Securities 
App11ak Tdbm1. mdm S ~ G ~ O Z I  2% 4 b h pme h m p c t  of such 
8 ~ 8 1 ; " ;  

hxTtion of 
new section 
31. 

, Poww d 
Securities md 
Exchange 
Board d India 
to make 
xgulatians. 

"(3) Every ab wide mda t&s$bet M be kid., .as mm a8 m y  be &er 
H o w  of Pa&mng while it is in @asion, for a total 

&ys wEch m y  be e q M  h me w i o n  or in two or more 
, and if, kfme ~ ~ l y  followiprg 

the seosim or the successive semiam ~ Q B & &  both Houses agree in making 
my m&i@ca~on in the ~ple or both Hosm agree &at the fula should not be 
made, the rule shall &ereafim b v e  eEe& ody ia BBI& modified form or be of no 
eifec& as the ease may k, so, howeve& tbt  my m&mdfication or m h e n t  
ehda be without prejudice to the valtdiv of =mag p ~ v i o q P  done under Ulat 
mle.". 

"31. 48) Wi&out prejaadlim @ &@ pr~vicsiom conhed  in 8ection 30 of'the 
md Excbge B a d  of h&a AeG 1992, he and Excbge  B o d  1s of 1992. 

ofb& m y D  by mMmdm ia &e Oficial Gmm, d e  refghtim 
the p r o d i m  d &is Act and the d e s  xm& f i e ~ w d e r  to cany ou4 the p r p o w  of 
this Act. 

(2) h phmlw? and d o a t  prejudice to &e geamliv of the foregoing power, 
such repDOllah0~8 m y  provide for the mmes h which at least flfty-one per cent. of 
equity s h e  capital d a  mm@ed stock exchange b bbXd within twelve months from 
the date of publica~on ofthe order mder sub-see~m (7) d section 4B by the public 
other than the s b h ~ 1 k  hvit%g t m h g  rights under subsection (8) of that section. 

43) Every ~gulsgan m d e  d e r ~ 8 A e t  sh1B b bi4 as soon as m y  be afier it 
before each M o w  of ft'Pmlh8:ilpt while it L in gmion for a total period of 
ys which m y  be c q k &  2x1 O ~ C  session a% in two or more successive 

sesalens, md if9 before the expiry sf the eeseon h & t l y  following the session or 
the succasive sessions afoiesaid, both Houses any modification in 
the regulation or both Houses agree that the d not be made, the 
regulation shall thereafier have effwt only in such mxiifiai form or be of no effect, as 
the case m y  be; so, however, t b t  any such modificati~m~g)rmulment shall be without 
prejudice to the v&&$ of anything previously doneuhder that regulation.". 
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CHAPTER IZ% 
4 

AMENOMENTSTO THE DEPOSITOIUES ACT, 1996 

22 of 1996. 17. After section 19 sf the Deposibies Act, 1996 (breaftar in this Chapter refimed Insertion of 

to as the principal Act), the following sections shall be inserted, namely:- new sections 
19A, 19B, 

19E, 1 9Fi 
19G, 19H, 19- 
I and 19J. 

"19A. Any perso& who is required under this Act or any mles or regulations or Penalty for 

bye-laws made thereunder,-- failure to . 
furnish 

(Q) to'fwish any inforination, docurnewt, bo~ks,  returns or report to the information, 

Board, fails to furnish the sme within the t h e  specified therefor, he shall be return, etc. 

liable to a pensnalty of one Iakb rupees f ir  each day dwhg wliicb sucb failure 
c~ntinues or one crore rupees, whichever is less for each such failure; 

(bd to file a ~ y  return or b i s h  my infomation, books or other docunlents 
withi@ the t h e  specified &erefor h the regulations or bye-lays, fails to file 
mmm ss &mi$$ gOE$ same wi@h the time specified therefor, he s k l l  be liable to 
a pewalty of one I6R napeerr for each day duping which suclz failure continues or 
one erore rupees, whichever is less; 

(c) to maintaih books of account or records, fails to maintain the same, he 
shall be liable to a penalty of one la& rupees for each day during wbich such 
hiliare continues or one crore rupees, whichever is less. 

59B. If a depository or participant or any issv,er'or its agent or any person, wfio Penalty for 

is regiseered as an intermediav under the provisions of section 12 of tbe Securities fhllure to ellter 
into an 

15 of I992. and Excliange Board of hidia Act, 1992, and is required under this C~ct or any rules or agreement, 
regulations, made thereunder, to enter into an agreement, fails to enter into such 
agcee~naat, $ucb depository or participant or issuer or its agent or inte6mediary shall 
b~ liable to apemalty of otle la& rupees for each day during which such Bi'rwc conhues 
or one more supaes, whichcyea is less for every such. failure. 

1% If any depository or participant or any issuer or its agent er any person, 
wbc is 1~3gistered as an intermediary under the profrisions*ofsection 12 ofthe Securities 
and Ex~lrrimgs Board of M i a  Act, 1992, after Ixivkig been called Iqon by die Board in 
wdthg, to asdress the gievtances of the blvestors, fails to redress such grievances 
within the time specified by the Board, suck depository or participant or issuer or its 
agents or int~mediai-y shall 'bs liable to ar panalty of one la!& rupees for each day 
during wl~ich $wb failure cuntirnues or onc c r ~ ~ t :  rupees, whichever is bss. 

l9D. IPmy issio~r or i& ageat .tr any pessota, who is r~gktered 8% an intermediary 
under &e grovLiom ~%$e~t@ka 12 ofthe Q ~ c u ~ ~ ~ I B  a d  Bxckanlge: Bwsrd sf India Act, 
1882, &its to d-t~s~ialbe: snr issue the certifica@ of oeeutitit35 on opting out of a 
d@posita>ry by the hs~cstors3 wiWl the time specified wdet as Act or regulations or 
b y e - 1 ~ ~  &I@M~B~ BF prmss of demtp:~alisa~un or 
&@a@ the ceaifi~ata 93Rwcd~~ depositmy ofsecwitics, sucla issuer 

wbhh suclr f&ilu~e ~onainues or o m  cmre ~ ~ Q Q F S ,  whichever is less. 

198. Hf a d@asitsfy or participant or 8~ issw or ito &gent Q; any person, who 
ia mgistered rn a? nttmedjwy u~der the pro~Liom clf section 12 of the Securities 
61@dExcbm&e Bo~rgh of hdia Act, 1S92,E,jfails to regoacib E&c words ofdematerialiscd 
smmities with till &e securities imuedt by &be issuer as spcified in the regulations. 
such depositary a r p ~ c $ a n t  or issuer,or its agent or htte&idiq shdl be liable to a 
penalty of one tslWa rupees for each day &wing which such faibtue continues or one 
more napes, wbichevsr is less. 

Penalty for 
failure to 
redress 
investors' . I 
grievances. 

I 

Penalty for 
delay in 
&mterlatisdtion 
or issue of 
certificate of 
securities. 

Penalty for 
failure to 
mcoricile 
records. 



Penalty for %9R If any pemon faib to ~ ~ ~ o p k y  dB &&I 4-&M 4~~~&68by the Board under 
failure to 
comply wlth section 19, w i t h  the %im@ sp%eiW @y I ke @bk% f% JtSoobic $0 ra of" one hlPh 
directions rupees for each day duiag try&& saeb  OW wfim~t  @pew ~~6 ~g%z@s, which~ver 
issued by is less. 
Board under 
section 19 of 
the Act. 

Penalty for 
contraventlon 
where no 
separate 
penalty has 
been provided. 

Power to 
adjudicate. 

19G Whoever fails to comply with my ps8visi1)n of this Act, the'mlas or the 
regulations or bye-laws made or d i m c ~ o ~ s  issued by tb B a d  thereunder fcsr whish 
no separate penalty has been provided, slinaB1 be liable $0 a penalty which mmay ex@& 
to one cmre mpees. 

%9H (1) For the puspose of adjr~dghgpmder $@tiens 19A,19B, 19C, 19D, 19E9 
19F and 199  the Board shall appoint any o@e@r not below the rank of a Division 
Chief of the Securities and Exchange Boardl ~PIndlfa to be an a@basOicating officer for 
holding an inquiry in the prescribed an am@^ after giviag d y  pmon concerned a 
reasonable oppoPtuaaiW of being heard for the purpose of h g ~ s i n g  any penalty. 

(2) V a l e  holding an inquiry9 the adjudkating oftlcer shall have power to Gwmon 
and enforce the attendance of any person acquainted with the facts and ckcunnstances 
of the case to give evidence or to produce any dasrument, which in the opinion of the 
adjudicating officer, may be usefu1 for or relevant to the subject-mager ofthe inquiry 
and if, on such inquiry, he is satisfied that tho pedora bras failed to comply with the 
provisions of any of the sections spe~ified in sub-sec~on (l), he m y  impose such 
penalty as he thinks fit in accordance with the provisions of my of those sections. 

Factors to be 19-1. While adjudging the quantum of penalty &uac%crsec%ioa 19H9 d ~ e  adjudicating 
taken into officer shall h ~ v e  due regard to t@ following factors, namely:- 
account by 
adjudicating (a) the amount of disproportionate gain or unfair advantage, wherever 
officer. quantifiable, made as a result sf  the default; 

kl 

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

(c) the repetitive nature of the default. 

Crediting 199. All sums realised by way ofpenalties under this Act shall be credited to the 
sums reallsed Consolidated Fund of India.". 
by way of 
penallles to 
Consolldaled 
Fund of Indla 

Subst~tutlon 18. For section 20 of the principal Act, the following section shall be substituted, 
of new secrlon 
for section 20. 

Offences. "20. (1) Without prejudice to any award of penalty by the adjudicating of5cer under 
this Act, if any person cdntravenes or attemipts to contravene or abets the conaavention of 
the provisioils of this Act or of any mles or regulations or bye-laws made thereunder, he 
shall be punishable with iap;prisoment for a term which may extend to ten years, or with 
fine, which may extend to twenty-five crore mpees, or with both. 

(2) If any person faills to pay the penalty imposed by the adjudicating officer or fails to 
comply with any of his directions or orders, he shall be punishable with hprisonmneni for a 
term which shall not be less than one month but which may extend to ten years, or with fm, 
which may extend to twenty-five crore rupees, or with both,". 

Substitution 19. For section 22 of the principal Act, the following sections shall be substituted, 
of new namely:- 
sections for 
section 22. 



s p v d ~ b b ~ ~  uder &is Act 
or any mBes or r~wb~s%ns or gagve an o 6:~rnplaht made by 
the Centmi giovemm8 OH State Governmeat or the $ G , o c ~ & ~ ~ s  and Exchange Board 

. ofhdia or by any pmm. 

(2) No caw i d ~ o a  30 that ofa COW of$essim shd @ry any offence pu~ishable - 
under &is Act. 

228. Nowi&$m&g m$~a& conwhed in the Code of Criminal procedure, 
1843, any Q@@BW pmCbbJe wdm &is Act, not baing @I o@@nce $ratnishable with 
impgsamg~at OBB~Y, or with hprisoment sad al$o ~8th fin@, may either before or 
after the h~t~xgoa of any precaodhg, be eo~1pa~~d6:d by 8 Securities Appellate 
Tribmd b;.r 8 COW befor@ whigh suc1-1 proces?di~g$ are peadhg. 

22B. (1) The C G D ~ I  Govermast mag5 on ~ c ~ m e n d a ~ ~ n  by the Board, if the 
Central Governneat is sadlfied, that any person, who is alleged to have violated any 
sf ths prsvisioas of @~isAct w the m l ~ s  or the regu:UIa~ans made tbereu%d~r, has made 
a fi11.I and me &%;c4ssnre in r q e c t  of alleged violatio~, ~ Q P B ~  to s&ch,person, subject 
to alac%n conditims as it may W k  fit to impose, imrn~u%~&y &on% proseaation for any 
oRenbe unh%es &is Act  or $KemIes or ha: reg~latiorns made theraudas 0s also from the 
imposition of any penalty wder this Act with respect to the alleged violation: 

Provid~d that no such imu%r%ray ski311 be granted by the Central Govemeni in 
cases where the proeeedhg$ for the pmsecu~oa for any SI$C%~ 0Rmc6: have been 

' instituted before the date 0% receipt sf appiicakim for gmt sf such imuniv:  

Prov,Pllded L&er &at seccam~@~&ai8~ii of  b e  Board wder $ I s  sub-section shall 
not be bindbreg upan the Central GBV~WJR~WP. 

(2) An iLm~~v granted to a g ~ r s a ~  ~ F T I ~ B ~  sub-section (1) may9 at m y  t h e ,  be 
with&am by &Q C~B$ral Qoyezm@&g if is aaGsWed that swseh person bad; in the 
coarse of d x  l~~~oasd&g$, a8k ~olibq+dibd witk $316 ~oa&bi&zsa 0s wMcb the im3~11iW 
was grimted Q$: had g$v@gd fiil$& eviden~e~ sad # & r q p ~  s ~ c 6  parson 1n;xy bb tried fix 
tbe oEmca with r@$pe& to Wchtb  krnudw wm meed or had givw %$I ~vid~nee,  
and tl~oreupon s ~ c h  person tB@,,y ba ticked for &f&? h~@e~e@ with E~$~L?c$ t@ which the 
-usity was graatgrd ~r for .my other offexace of~r~oh&@ appears lo have been guile 
.&I c0m~eckio~x %i&&o ooahav@n?io~ md sl~dlalao beoome Biabif; to &e imposi~on of 
ally pemIQ md@~'MsAck us whi& stmb person W O B L B ~  b a v ~  bsea liable, had mot such 
iarwwx'ty beeoe @mted.''. 

20, Jolser,tiod 23Aof&@ jprbteipal Act, i~ a a u b - ~ e ~ ~ ~ a  (1). a R ~ r  tXB$ words, brackets 
md figures llSavave ee pr&dded h s~b-seotion (21, agby P~EBQW aggdeved by an order af the 
Board made, on arid a & ~ r @ ~ e  Q Q ~ B D C ~ ~ B H B O  of tho ties Liaws (Seco2d Amenbeat) 
Act, 1989, sndw g$g $@@iB&aom mad@ W~md~r ,~ '  sad b@fore the words " m y  
prcfar aa app~al BM6e$Ap@dIat@ Tdbwa1 havh$ % j ~ ~ s d i ~ ~ o n  ia the matter," the 
words "or by a11 mde~ me&t 3y an $ d j ~ & ~ a ~ n g  (~tF8"e~er ~ n d w  this Act4' sbigll be hserted. 

Cognizance of 
offences by 
courts. 

Composition 
'of certain 
offences, 

Power to grant 
immunity. 

Amendment 
, of section 

23A. 

Subsoi~tiora 
of new section 
f ir  section 
23F. 
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~mendmeht 22; In ection 24 of the principal Act, in sub-section (2), for clause (a), the following 
of 24. clauses shall be substituted, namely:- 

"(a) the manner of inquiry under sub-section (I) of section II BH; 

(aa) the time within which an appeal may be preferred under subsection ( I )  of 
section 23;". 

CHAPTER IV 

REPEAL AND SAVWG 

Repeal and 23. (I) The Securities Laws (Amendment) Ordinance, 2004 is hereby repealed. Ord. 4 of 
saving. 2004. 

(2) Notwithstanding such repeal, anything done or any action taken under the Securities 
Contracts. (Regulation) Act, 1956 and the Depositories Act, 11996, as amended by the said 42 of 1956. 
Ordinance, shall be deemed to have been done or talcenunder the corresponding provisions 22 of 19%. 
of those Acts, as amended by ihis Act. 
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