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THE SECURITIES LAWS (AMENDMENT) ACT, 2004

No. 1 0F 2005

[6¢h January, 2005 ]

An Act further to amend the Secuntles Contracts (chulatxon) Act, 1956
, -+ and the Depositories Act, 1996.

Bk it enacted by Parhament in the Fifth-fifth Yea.r of the Repubhc of India as follows —
CHAPTER 1
PRELIMXNARY

(1 ') thrs Act may be called the Securmes Laws (Amendment) Act, 2004. »
(2) It shall be deemed to have come into force on the 12th day of October, 2004,
. CHAPTERII | |
AMENDMEN’IS TO THE SFCURI'“IES CONTRACTS (REGULAFION) Acr, 1956

2. In section 2 of the Securities Contracts (Regulatron) Act 1956 (hereafter in thxs
Chapter referred to as the prmcrpal Act),—

(i) clause (aq) shall be re-letiered as clause (ac) thercof and before the clause
(ac) as So re- lettered the followirg clauses sha!i be mserted namely —

(aa) ."corporatrsatlon ‘means the succession of a recogmsed stock

exchange, being a body of individuals or a society registered under the Societies

" 'Registration Act, 1860, by another stock exchange, being a company incorporated -

for the purpose of assisting, regulating or controlling the business of buying,
sellmg or dcalmg in securities camed on by such mdrvrduals or socrety

(ab) "demutualisation" means the segregatlon of ownmshrp and -
management from the trading rights: of the members of a recognised stock
exchange in accordance with a schemc,approved by the Secunircs and Exchange

_ Board of India;'; . :

o (n) clause (ga) shall be re-lettercd as clause (gb) thereof and before the clause
(gb) as so re-lettered, the follewing clause shall be inserted, namely —

(ga) "scheme" means a scheme for corporatisation or demutuahsatlon of
o - a recogmsed stock exchange which may provrde for-n— R

(m) the. transfer of property, busmess assets, ghts habllmes,
recognitions, contracts.of th recogmsed stock exchange legal proceedmgs

Short title and -
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by, or against the recognised s®ck exchange, whether in the name of the
recognised stock exchange or any trustee or otherwise and any permission
' glven to or by, the recognlsed stock exchange

(iv) the trasnfer of employees of a recogmsed stock exchange to
- another recognised stock exchange .

(v) any other matter reqmred for the purpose of or in connection
with, the corporatisation or demutualleatlon, as the case may be, of the
recogmsed stock exchange;'; :

(i) in clause (&), after sub-clause (ze) the following sub- clause shall be in-
seried, namely:— , ,

" "(id) units or any other such mstrument issued to the investors under any . -

mutual fund scheme;";
(#v) for clause /), the followmg clause shall be substxtuted namely —
'(1) stock cxchangc means——- '

(a) any body of mdivnduals whether mcorporated or not, constituted

" before corporatxsanon and demutualisation under sections 4A and 4B, or

(b) a body corporate mcorporated under the Companies Act, 1956
whether under a scheme of corporatlsatron and demutuahsatlon or
otherwxse :

. for the prupose. of assrstmg, regulatmg or controllmg the busmess of buymg, selhng or

dealmg in securities;'.

3. Afver section 4 of ﬁle prmmpalAct the followmg sechons shall be mserted, namely:—

'4A On and from thc appainted‘det‘é, all ’rec.ognised ‘stock'exchanges (if not ’,
. corporatised and demuiualised before the appointed date) shall be corporatised and -
demumahsed in accordance wnth the provxsxons contained in sectron 4B:

Provided that the Securmes and Exchange Board of India: may, if it is satisfied

A 'that any recogmsed stock exchange was prevented by sufficient cause from being
- cozpomnsed and demutualised on or after the appointed date, specify another appointed

date in respect of that recognised stock exchange and such recognised stock exchange
may contmue as'such before such appointed date; “

baplanatzon —- For the purposes of this section, "appomted daté" means the

~date which the Securities and Exchange Board. of India may, by notification in the
* ‘Official Gazette, appoint and different appomted dates may be appomted for dxfferent E
" recognised stock exchanges. s : : e

- 4B. (D) All recognised stock exchanges referred to in section 4A shall, within ~

‘such tirhe as may be specified by the Securities and exchange Board of India, subrmt

3 scheme for corporatisation and demutuahsatlon for its approval

Provided that the Securities and Exchange Board of India, may, by notlﬁcanon
in the Official Gazette, specify name of the recognised stock exchange, which had

. already been corporatised and demutuahsed, and such stock exchange shall not be
requrred to submit the scheme under thrs sectron '

{2) On receipt of the scheme referred to in sub-sectnon (1 ), the Securmes and

‘ Exchange Board of India may, after making such enquiry as may be necessary in this

-behalf and obtarmng such further mformation, if any, as it may require-and if it is
‘ wade and also in the pubhc interest,
,ﬁpprove the scheme with or wrthoutmodrﬁcatron.’

1 of 1956.
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Exchange Board of India if the issue of shares for a lawful consideration or provision

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

.or assets of that-stock exchange

(4) Where the scheme is approved under sub- sectlon ), the scheme so .
approved ghall be published 1mmed1ate1y by— '

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

(b) the recogmsed stock exclange in such two dally 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 ot 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 connectionwith, the recogmsed stock exchange or its members.

v (5) Where the Securities and Exchange Board of India i is satlsﬁed 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 rejec-
tion shall be published by it in the Official Gazette:

Provided that the Seeuntles and Exchange Board of India shail give a reason-
- able opportunity of being heard to all the persons concerned and the recognised stock
exchange concemed before passing an order reJectmg the scheme

{6) The Securities and Exchange Board of India may, while approvmg the scheme
' under sub-sectron (2), by an order in writing, restrict-—

~ (a) the voting rights of the shareholders who are also stock brokers of the v

recogmsed stock exchange;

(b) the right of shareholders or a stock broker of the recogmsed stock exchange
to appomt the representatives on the govemmg board of the stock exchange;

(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 exchange which shall not exceed one-fourth of the total strength
* of the govering board. ‘

() The order made under sub-section (6) shall be publlshed in the Official
- Gazette and on the publication thereof, the order shall, notwithstanding anything to-

~the contrary contained in the Companies Act, 1956 or any other law for the time being
. in force, have full effect.

(® Every recognised stock exchange in respect of which the scheme for

corporatisation or demutualisation has been approved under sub-section (2), shall,

either by fresh i issue of equity share to the public or in any other manner as may be
specified by the regulatlons 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 pubhc
other than shareholders having trading nghts

~ Provided that the Securities and Exchange Board of Indla may, on suﬁicmnt

cause being shown to it and in the pubhc interest, extend the sa1d pcnod by another
twelve month.". :

- 4.Section 5 of the prmclpal Actshall be numbered as sub-sectlon ({) thereof and after
" sub-section (1) as so numbered the followmg sub-section shall be inserted, namely:—

~ Amendment

of section 5.
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"(2) Where the recognised stock exchange:has not been, corporatised or

. *demutualised or it fails to submit the scheme referred to in sub-section (/) 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 recognrtlon

_ ‘Provided that no such withdrawal shall affect the validity of any contract en-
tered 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 Ofﬁcral Gazette under

sub-section (J) of section 4B.",

Insertion of 5. After section 8 of the principal Act, the following section shall be inserted, namely:—
new section : ) ) . o T :

8A. , . - ‘ ;
Clearing S " "8A. (/) 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 Compames
~ Act, 1956, for the purpose of—

(a) the periodical settlement of contracts and dlfferences ther cunder
(b) the dehvery of, and payment for, securities; '
(¢) any other matter mcldental to, or connected with, such transfer

(2) Every clearing corporatron shall for the purpose of tlansfer of the duties and
functions of a clearing house to a clearing corporation referred to in sub-section (1 ),
miake bye-laws and siubmit the same'to the Secur 1t1es and Exchange Board of In(.ra for

_ rts approval

3) The Securltles and Exchange Board of India may, on bemg satlsfled thatitis

in the interest of the trade and also in the public interest to transfer the dufies 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 the transfer of the duties and functions
of a ciearmg house to a clearmg corporatron referred to in sub- -section (7).

, (4) The provisions of sections 4, 5, 6,7, 8,9, 10, 11 and 12 shall, as far as may -
be, app}y to a clearing corporation ; 1eferred to in sub- sectlon (1) as they apply in relation ’

toa recogmsed stock exchange.”.

tnse'rt@on of 6. After sectron 12 of the prrncrpal Act, the followmg sectlon shall be 1nserted

new section - namely —

124

Power 10 issue ' “12A If after makmg or causing to be made an inquiry, the. Securltres and
. directions. - Exchange Board of India is satisfied thdt it is necessary — -

_(a)inthe 1nterest of'i 1mestors or ordt,rly development of secuntles market; -

) to prevent the affairs of ; any 1ecogmsed stock exchange or cleanng :

*"corporation, or such other agency or person, providing trading or clearing or
" settlement facility in respect of securities, being conducted in a manner
detnmental to'the interests of mvestors or securrtres market; or

fc) to secure the proper management of any such stock exchange or clearmg
<‘orp0rat10n or agency or person referred to.in c}asue b)),

it may issue such directions,—

(i)' to any stock exchange or clearmg corpo;atron or agency or. person

“referred to in clasue (b) or any person or class of persons assocrated with the .

securities market; or

1’0t 1956.
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(i) to any company whose securities are: lﬁ;ted or proposed tobe lrsted in
2 1ecogmsed stock exchange : AR

“as may be appropnate in the 111terests of 1n"estors in secmltles and the securltles ,

market.". k
7 In section 13 of tl1e pr1nc1pa1 Act,—

(a) for the words "betwecn mambers ofa recognrsed stoek exchange", the words

"between members of a reeogmsed stock emham,e or recogmsed stock exchanges" ‘

' ‘shall be substituted;

(b) for tlre words "State or area Wherevm they Dccur the woxds “State or States ,

or area" shall be subs trtuted ! 4
(c) the followmg proviso shall be mserted namel 7t

"Provided that any contract entered into between members of two or riore
1ccogmsed sfock exchanges in such State or States or area, shall—

" Amendment

of section 13,

(?) be subject to such terms and conditions as may be stipulated by

“the respective stock exchanges with prior approval of gecarrtres and
l:xchange Board of India; 'j

(@) reqmre p1 jor permrss ion ini’l{l tbe respcetrve stoclc ex changes if

$6 strpulated by the stock exehanges ‘wrtlz pnor approval of Seeuntres and

Exchange Boa1d of India.". : :

8 After sectron Zl of the pr mcrpal Aet the followmg section shall be mserted
namely:——

"ZIA ( 1) Arecognlsed stock exchange may delrst the sccuntres after 1ecordmg

“the feasons therefor, from any recognised stack exchange on any of the ground or:

grounds as moay be prescribed under this Act:

Provmed that the seeur ities of a company sharl not be dellsted unless the eompany
;eoneemed has becn grven a reasonable opportumty of oemg heard '

. (2) A listed company or an aggrieved investor may file an: appeal before the

‘Eser‘urrtxes Appellate Tribunal against the decision of the recognised  stock exchange -
delisting the securities within fifteen days from the date of the decision of the recognised’

stock exchange dellstmg the securities and the provisions of sectrons 22}3 to 22E of
thls Act, shall apply, : as far as may be, to such appeals ,

Provrded that the Securities Appellate ‘Tribunal may, 1f 1t is satrsfied that the

- company was prevented by sufficient cause from filing the appeal within the said
' peuod allow it to be filed within a further perlod 1ot exceedmﬂr oné month.",

v 9. For seetron ?ZF of the pnncrpal Aet thc followmg seetmn shall be substltuted
mmely —_ v

B "22E Any person aggneved by any decrslon ororder of the Secuntles Appellate :

. Tribunal may file an appeal to the Supreme Court within sixty days from the date of
‘communication of the decision or order of the Securities Appellate Tribunal to him on
- any questlon of law ansmg out of such order: :

" Provided that the’ Supreme Court may, if it is satisfied that the appellant was
prevented by sufﬁcrent cause-from ﬁlmg the appeal wrthm the said perrod allow itto

‘e filed within 4 further period not exceedmg sixty days
16. In sectron 23 of the pnncrpal Act—

" (a) in sub-section (1 ), after clause (z), for the words “shall; on conv1ct10n, be ~
punishable with imprisonment for a term which may extend to one year, or with fine

. Insertion of -
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Delisting of
securities. .
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or with both", 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;

(b) in sub-section (2),—

(i) for the word and figures "section 21," theAwords,.ﬁgures and letter
"section 21 or section 21A" shall be substituted;

(ii) for the yvords "shall, on conyiction, be punishable with fine which
may extend to one thousand rupees", the words "shall, without prejudice to any

award of penalty by the Adjudicating Qfficer under this'Act, on ¢onviction, 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.

11. After section 23 of the pr1nc1pa1 Act, the following sectlons shall be mserted

namely:—

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

(a) to furnish any mformatlon “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’ fallure contmues :

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 one lakh rupees for éach day during whlch such failure
continues or one.crore rupees, whichever is less.

23B.If any person, who is requlred under thls Actoranybye-laws of a recogmzed _

stock exchange made thereunder, to enter into an agreement with his client, fails to

enter into such an agreement, he shall be liable to a penalty of one lakh rupees for each
-day during which such failure contmues Or one crore rupees whxchever is less for

every such failure.

23C.If any stock broker or sub-brnker or a company whose securities are listed

. or proposed to be listed in a recognized stock exchange, after having been called upon
by the Securities and Exchange Board of India or a recognized stock exchange in
‘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 rupeesfor each day
* during which such failure continues Or One Crore rupees, whichever is less.

23D. If any pérson, who is reglstered under section 12. of the Securities and
Exchange Board of India Act, 1992 as-a stock broker or sub-broker, fails to segregate
securities or moneys of the client or clients or uses the securities or moneys of a client
or clients for self or for any other client, hie shall be lisbletoa pcnalty not exceeding

) ‘one crore rupees

. 23E.Ifa company Or any person managing oollective investment scheme or
mutual fund, fails to comply with the listing conditions or delisting conditions or grounds

or comumits a breach thereof; it or he shall be lnable to a pepalty sot exceedmg twenty-

five crore rupees.

15 0 1992,
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- 23R If any issuer dematerislise’ secnrmes niore than the rssued securities of a

company or delivers in the stock exchanges the securities which are not listed In the

recognized stock exchange or delivers-securities where no trading permission has
_been given by the recognized stock exchange, he shall be liable to a penalty not
exceeding twenty-five crore rupees. :

223G If a recognized stock exchange fails or neglects to furmsh penodncal returns

k to the Securities and Exchange Board of India or fails or neglects to make or amend its
. rules or bye-laws as directed by the Securities and Exchange Board of India or fails to

comply with directions issued by the Securities and Exchange Board of India, such -

rccogmzed stock exchange shall be llable to a penalty whrch may extend to twenty-
‘ ﬁve crore rupees. '

- 23H. Whoever falls te comply with any provnsron of this Act, the rules or articles
or bye-laws or the regulatlons of the’ recogmzed stock exchange or directions issued

by the Securities and Exchange Board of India for which tio separate penalty has been :

_provnded shall be liable to a penalty whrch may extend to one crore Tupees:

- 231:(1) For the purpose of}adjudgmg under sectrons_23A, 23B, 23C, 23D, 23E,
23F, 23G and 23H, the Securities and Exchange Board of India shall appoint any

" officer not below the rank of a Division Chief of the Securities and Exchange Board of -
India to be an adjudicating officer for holding an inquiry in the prescribed manner

after giving any person coneemed a reasonable 0pportumty of bemg heard for the

_.purpose of impesing any peealty

_ “{2) While holdmg an inquicy, the adjudrcanng officer shall have power to summon |
* and enforce tie attendance of any person acquamted 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

- SeceritiesLaws(Amendment) s N
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and if, on such inquiry, he is satisfied that the person has failed to comply with the -

provisions of any of the sections spcified in sub-section (/), he may impose such
_ penalty as he thinks fit in. accordance with the provisions of any of those sections:

23J ‘While adjudging the quantum of penalty under section 23-1, the ad]udlcatmg '

- taken into

o _ofﬁcer shall have due regard to the followmg factors namely .

" (a) the amount of disproportionate gain or unfan advantage, wherever
quantlﬁable made asa result of the default;

(b) the amount of loss caused to an mvestor or. group of investors asa

‘ result of the default;

(c) the repetitive nature of the default

23K All sums realised by way of penaltles under this Act shall be credlted to

- ihe Consolidated Fund of India.

23L. (1) Any person aggneved, Dby the order of decision of the recogmsed stock

N Tribunal and the povisions of sections: 22B 22C 22D and 22E of tlus Act, shall apply,
- as far as may be to’ such appeals

Factors to be

account by

. adjudicating -
‘officef.

Crediting
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Consolidated
Fund of India,

_ . Appealto
*exchange or the adjudicating officer or any order made by the Securities and Exchange
~ Board of India under section 4B, may prefer an appeal before the Securities Appellate

Securities .
Appellate

Tribunal.

(2) Every appeal under sub sectron ) shall be. ﬁled within a penod of forty— o

-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 accompamed by such fee as rmay be
_ prescnbed ' :
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;  Provided that the Secur ities Abncl ate Tribunal tnay entertain an appeal after
the expiry of the said period of forty- fxve (lays ifitig satxsﬁed that there was sufﬁcmnt

‘ causr for not ﬁlmg it within that per iod.

( 330n 1ec“crpt of an aprwul un*k*r suh sectmn ( 1), t‘h‘, ‘wecuntres Appellate Tribunal

roay, after giving the parties to the appeal, an opportunity of being heard, pass such -

ofders thereon as, it thinks fit, can‘xmmg madztymg of settmg aside the order appealcd

" against. -

(4) IhakSe‘cv;r'iﬁ» A ppel'a«: T ubuml Jhnll send a copy’of every oder made by it

‘cﬂ am t": me «:fmcen.ed dd;udrtatmg ofﬁcer

(5 The appesl filed mtcw the
(1) shall be dealt with b by s ssxpeéstrsn"ly as possible and endeavour shall be made
byitto d spose of the asp;w i h‘xarlv wzt‘,‘rfn 8ix momhs from the date of recelpt of the

C23M. (l j Without prejudice 10.any awa‘rd of penalty by the adjudicating of the
under this Act, if any persou confravenes or attempis to contravene or abets the

- contravention of the provisions of ihis Act or of any rules or regulations or bye-laws

made thereunder, for which no punishment is provided elsewhere in this Act, he shall

)

 be punishable with imm‘iso\}zmm for a term which may extend to ten years, or with
- fine, which may axiend to twenty-five crore mp(:f’s or with-both.

(D Tfany ;,m"son fails o vay the ;}r-sml*v smpos 3l by 1 the adjudrcatmg ofﬁcer or-
fails to comply with any of

4 il the Code of Criminal Procedure,
shable imder this &ct, not being an offence punishable with
{h imprigionment and also with fine, may eithér before or

23N, [\Iotw;ta»tmdm my‘hxr g mntaz,.

)2 O (1)’! he Central Government may, on recormendation by the Securities.
and bxphdnbg Board of India, if the Central Government is satisfied, that any person,

“who is al‘leged to have violated any of the provisicns of this Act or the rules or the .

regulations made thereunder, has madea full and true disclosure in respect of alleged
violation, grant to such person, subject to such conditions as it may think fit to impose,
immunity frem presecution for auy offence under this Act, or the rules or the regulations
made thereunder o7 2150 f from the unposmorr of a1y r;ve“alty under this Act withrespect
to-the alleged vielation: e e

“Provided that rio such immumity shall be granted by the Central Govemment in
cases where the proceedings for the prosecution for any such offence have been
instituted before the date of receipt of &ppllcatvm for grant of such immunity:

Provided further that the récommendations of the Securities and Exchange Board ‘

of lnd a under this sub-gection sha,ll notbe bmdmg upon the Central Government.

(2) An 1mmumty granted toa person under sub-sectlon 0 ) may, atany tlme be-

coursc of thc pmc eedmgs not complled Wlth rhe condmon on whi ch the unmumty -

was granted or had given false evidence, and thereupon such person may be tried for

.the offenceé with respect to which the immunity-was granted or for any other offence of
. which heé appears to have been guilty in connection with the contravention and shall
) also become lible to the imposition of any penalty under this Act to which such

' pcrson would have been hable, had not such immunity been granted "

8¢ mtw Ah;,‘uak‘ lrrbunal undcr sub-section

directions or orders, he shall be pumshable with
- imprisonment for a terin which shall not be Jess than one month but which may extend
Lototen yeaxs or with fine, which may extend @ twaniy-five crore rupees, or with both,

T20f 1974, .
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12 Insection 25 of th prinpipal Agt, the words, brackets: and figure "sub-section (/)

of" shall be omitted.

13: For sectlon 26 of lhe prmmpal Act, the. fol;owmg section shall be substituted,

mmely —

] - "26.(I)No coux‘t 33"411 take cognizance of any offencc punishable under this Act

 or any rules or regulations or bye-laws made thereunder, save on a complaint made by

the Central Goveriment or State Government or the Securities and Exchange Board
of India ora recogmsed stock exchange or by any person.

: (2) T\Io court inferior to that ofa Court of Sessnon shall try any offence pmushable
““under thxs Act."

14. After sectlon "7A f the principal Act the followms7 @et.tmn shall be mserted

"27B. (/) It shall be lawful for the holder of any securities, being units or other
nstruments issued by any mumal fund, whose name apneav s o the books of the mutuzl
fund 1ssuing the aand secunty to receive and retain any income in respect of units or
other instruments, issued by the mutual fund declared by the mutual fund in respect
 thereof for any year,
instruments issucd by the mutual fund, has alrcady bcen transferred by him for
. "consxdcmnou unless the transferee who ddxms the income in respect of units or other
by the mutual fund from the ransferor has lodged the security and
all other documents xe.'xtmg tothe 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 income in respect of units or other in Sruments 1s&ued hy xhe mutual fund -

became due.

Explanation.—The period specified in this section shall be extended—

PR - (1) in case of death of the trans{Eree, by the aciual per iod taken by his 1 :‘g al
o representative to establish his ciaim to the income in respect of units or oth er
: mstmment issued by th\ mutual fund; ; ~

“ (i) in case of loss of the transfer deed by theft o atly other cause beyond
the control of transferee, t oy the acmal penod taken for the repiammcnt thereof;
and . . .

“(iff) in case of deiay in the lodging ”ofm} ecurity, bemg units or other

instruments issued by the mutual fund, and other documents rexatmg to the: transfer '

: 'due o ('auses mnnectcc wnth *he post, by the a actual per iod of the de]ay

@ Nothmg cqmtamed m sub section (/). caha}l afk( — T

(a) the nght of a mumal fund o pay any income from umts or other -

instruments issued by the mutual fund which has become due to any person,

‘whose name is for the time being registered in the books of the mutual fund as

the holder of the security being uniis or other instruments issued by the mutual
fund. in respect of which the income in respect of units or other instruments
issued by the mutual fund hab become due or :

() the right of a transferee of any seuurlty bemg units or other m:,trumenta’

" issued by the mutual fund, to enforce against the transferor or any other person,
-his rights, if any, in relation to the transfer in any case where the mutual fund has

refused to register the transfer of the security bei’ng'units or other 311suuxnents -

1ssued by the mutual fund in the name of the transferee.”
15.1In sectxon 30 of the principal Act,— - -

(a) in sub- sectlon (2), for clause (l‘a), the following clauses shaxl bc substxtuted
namely:—

utwnhsfandmgj that the said security, being units or other
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"(ha) the grounds on which the securities of a company may be delisted
from any recognised stock exchange under sub-section (/) of section 21A;
(hb) the form in which an sppeal may be filed before the Securities

‘Appeliate Tribunal under sub—secﬁon (2) of section 21A and the fees payable in

a ”respcctofsuchappeal

(hc) the form in whxch an appea! sy be filed before the Securities

o Appellate 'Ihbuml mzder section 22A and the fees payable in respect of such
_ appea!

* (hd) the manner of inquiry mzder eub-sewm (I) of sectxon 23 L
(he) the form in which an appeal my bz filed before the Securities

Appcllate Tribunal under section 23L md the fees myable in rcspect of such

appeal;”;

(b) for sub»sectzon (3); the foi!owmg suhsecemn sheli be ssbsmuted, namely —
 “(3) Bvery tule made uades this Act ahaﬂ be Inid, as s00n as may be after -

itis made “before each Houss caf Pm’hamsm, while it is in session, for a total - -

| period of thirty d&ys which may be comprised in one session or in two or more

‘successive segsions, and if, before the expiry of the session immediately following ' _
. the session or the successive sessions aforesaid, both Houses agree in making
‘any modification in the rule or both Houses agree that the rule should not be-

made, the rule shall thereafier have effect only in such modified form or be of no
. effect, as the case may be; so, however, thatany such modification or annulment

o shall be withows prejudace tothe valtdlty of a&yﬂamg prevxously done under that ; '

. rule.”

16. Afier sctxon 30 af the pmmpai Act, the ﬁsﬂowmgsecﬁan shallbe mserted, namely —

"31. (7) Without prejudice to the provisions contained in aection 30 of “the
Securities and Exchange Board of India Act, 1992, the Securities and Exchange Board -
. of India may, by notification in the Official Gazette, make regulations consistent with

- the provisions of this Act and the mles ‘made thereander to carry out the purpoaes of :
. this Act.

() In pamcuiar, and Wrthout prejudzce to the genmhty of the foregomg power,

such regulations may provide: for the manner in which at least fifty-one per cent. of

equity share capital of a recogmised stock exchange is held within twelve months from
the date of publication of the order under sub-section (7) of section 4B by the public

_other than the sha?wh‘m!dea’s Ez'aviug trading rights ﬁn@m‘ su&-siei:tion (8) of that section ‘
B Every regulation made under this Act shall be iaxd, as soon as may be aﬁer it -

is mads, before each House of Parlismnent; while it is in session for a total period of

ﬁm’ty days which muay be c&n@na@d in ‘one session of in two or more successive:

sessions, and if, before the expiry of the sesson mme&amly followmg the session or
the successive sessions aforesaid, both Houses agree in making any modification in

the regulation or both Houses agree that the regxﬂaﬂon should not be made, the
regulation shall thereafier have effect only in such modified form or be of no effect, as
_the case may be; so, however, that any such modificationor annulment shall be without -

prejudice to the validity of anything previously doneuiider that regulation.".

150f1992. -
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, CHAPTER I
3
P , AMENDMENTS ro THE DEPOSITOR!ES Acr 1996 : o
22 of 19%. k , 1‘7 Aﬁer secnon 19 of the Deposiiories Act, 1996 (hereefter in thls Chapter wfexred Ins’gﬁioﬁ [
- to as the pnnc:pal Act) the followmg sections shall be inserted, namely:— , ?;X Sf;gons
19C, 19D,
19E, 19F,
119G, 194, 19-
: : : ~ Tand 19),
“"19A. Any person, who i 1s requlred under this Act or any mles or regulatlons of  Penalty for =
bye-laws made thereunder,— . , , gailu.rehm
1umis,

, .. (@) to furnish any mfonnatlon document, books, returns or report tothe  information,
,, Board falls to ﬁxmlsh the same within the time specxﬁed therefor; he shall be  rewm, etc.
liable to a penaitv of one lakh rupees for each day during which such failure

'contmues OT OBe CIOrE rupees, whxchever is less for each such failure;

(b) to file any retumn or ﬁlmnsh any information, books or other’ documents
within the time specified therefor in the regulations or bye lays, fails to file
-yeturn or furnish the same within the time specified therefor, he shall be liable to
a penalty of one lakh rupees for each day during which such failure contmues or

- one crore rupees, whicheveris less; - - .

(c) to mamtam ‘Books of ar*uount or rec:ords fails to maintain the same, he
- shall be liable to 8. penalty of one lakh rupees for each day durmg ‘which such
failure continues or one crore rupees, whlchever is less.

: 19B. If a depository or pammpant or any 1ssver or its agent or any person, who Penaliy for
- ; is registered as an intermediary under the provisions of section 12 of the Securities  filure fo enter -
15 of 1992. and Exchange Board of India Act, 1992, and is required under this Act or any rules or ;“me::]em
regulations, made thereunder, to enter into an agreement, fails to enter into such & o
agreement, such depository or participant or issuer or its agent or intermediary shall -
. beliableto apenalty of one lakh rupees for each day during which such faxiure \,,ontmues
OF one Crore rupecs, whxchevcr is less for every such fallure ‘

19C. If any depository or participant or any issuer or its agent or any person, Penaliyfor -
. , .. who isregistered as an lmennedlary under the provisions'of section 12 of the Securities  failure.to
15 of 1992, ~ and Exchange Board of India Act, 1992, afier having been called upon by the Board in - ::3::;1\3
. writing, to redress the grievances of the investors, fails to redress such grievances grievances.
within the time specxﬁed by the Board, such depasitory or pammpant of issuer or its A
agents or intermediary shall be liable to a penalty of one lakh rupees for each day
durmg which such iatlure commues OF orie croze Mupees, whichever is less. -

. 191:) if any issuer or its agent or any person, who is regmtewd 23 an mtennedxaw Penalty for

o ~ under the provisions of section 12 of the Securities end Exchange Board of India Act, delayin

1501992, 1992, feils to dematerialise or issue the certificate of securities on opting out of a - gf’::i‘:a:?m ‘

. degository by the investoss, within the time specified under this Act or regulations or cerificate of

bye-laws made thereunder or abets in delaying the process of dematerialisation or securities.

. issue the certificate of securitics.on opting out of a depository of securities, suchissuer

© orits agent or intexmediary shell be liable to a penalty of one lakh rupees for each day.
dmng whxch such faﬂuse sontmues Or OnE CXOIe rUpees, whxchever is less

D R@E ff a deposztory or pamclpant or a;y issuer or its agent or any person, who  Penalty for
s rsgxsteted as an intermedijary under the provisions of section 12 of the Securities  failure to
150f1992.  epdExchapge BoardofIndiaAct, 1992, fails to reconcile the records of dematerialised reconcile .
. secutitios with all the securities wsued'by the issuer as- spectﬁed in the regulations, Tec‘,),rqs
" such depository or participant or issuer;or its agent or mtermednary shall be hable toa
penalty of one lakh rupees for each day dtmng whnch such failure contmues or one
crore rupees, whichever i is less.
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19F If any person fanls to aomply with the divections 1ssued by the Board under
section 19, within the time specified by it, e shall be lisble to a penslty of one lakh

- rupees for each day duxmg which such failure sonﬁms mmne crme mgze@s, whxehever
'1sless L o

19G. Whoever fails te comply wnth any prowsmn ef this Act, the rul*s or the

regulations or bye-laws made or directions issued by the Board thereunder for which

. 1o separate penalty has been provxded shall be liable to a penaity which may extend

l;O one crore mpees.

“19H (1) For the purpose of adjudgmg undcrsectmns 19A, 19B 19C, 19D, 19E

- 19F and 19G, the Board shall appoint any officer not below the rank of a Divisién

* Chief of the Securities and Exchange Board of India to be an ad_]udlcatmg officer for

Vhoidmg an inquiry in the prescribed manner after giving any person concerned a
B 1easonable opportumty of being heard for the purpose of imposing any penalty

(2) While holdmg aninquity, the adjudicating officer shall have poWer to summon
and enforce the attendance of': ‘any person acquainted with the facts and circumséances

- of'the case to give evidence or to produce any document, which in the opinion of the
adjudicating officet, 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 (1), he may impose such -

penalty as he thinks fit in accordance with the pmvmons of any of those sections.

19-1. While adjudging the quantu of penalty 1 under seetion 19H, the adjudicatin

~k,ofﬁcer shall have due regard to the following. factsrs, namely:— -

(a) the amount of disproportionate gain or unfa:r %dvantagc, wherever :

quantxﬁ'\.ble made as.a result of the default

(b) the arnoum of loss caused to an mves‘tor or gmup of i mvestors asa result of

S the default;

{c) the repetltlve nature of the default

- 19]. All sums realised by way of penaltles under this Act shall be credlted tothe

k‘ ~Consohdated Fund of Indla L

namely —

18. Yor sectlon 2() of the prmmpal Act the followmg sectxon shall be substltuted

namely:—. =

"20. (1) Wlthout prejudlce to any award of penalty by the adjudwatmg ofﬁcel under
this Act, if any person. cdntravenes or attempts to.contravene or abets the contravention of
the: provisioas of this Act or of any tules or regulations or bye-laws made thereunder, he

~ shall be pumshable 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

(2)Ifany person falls to pay the penalty 1mposed by the adjudlcatlng officer or fa1ls to-
comply:with any of his directions or orders; he shall be punishable with i nnprlsonment fora -
term which shall not be less than one month but which may extend to ten years, or wnth fine,

“which may extend to twenty-ﬁve crore Tupees, or with both,". - :

19. For sectxon 22 of the pnnclpal Act the followmg sectlons shall be substltuted




2of 1974,

. 320f1999.

' and figures "Save a¢ provided § in sub-segtion (2), any. porse

. prefer an appeal
* words “or'by an osd ma@a by an adjudicating officer under this Act” shali be inserted. -

. nemely:-—
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%22, (1) No court shall take cognies

the Cesm"ai Government or State Govgmmem or the Secunnes and Exchange Board
. of India or by any person, ~ :

e of any offence punishafbie vnder this Act
- or any rules or-regulations or bye-laws made thereunder, save on a complaint made by

Coghnizance of -

offences by
courts.

(D No court inferior o that of 2 Ceux*t of Session shall try any oﬁfence pums’hablo, .

uridcr this Act.

22A, N@hvnths%andmg anything vontamed in the Code of Crlmmai pmcedure

s »19‘73 any offence punishable under this Act, not being.an effence punighable with

imprisonteent only, or with imprisonment and also with fine, may either before or

- afier the institution of any proceeding, be compeuﬂdeé by a S@uuﬂtles Appell?te
- Trxburml era cotm baﬁm whxcb such pmee@dmgs ate pendmg

”2B (1 ) The Ccmmi Government may, o recommendation by the Board 1f the
Central Government 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

2 full and true discipsure in respect of alleged violation, grant to such person, subject

to such conditions as it may think fit to impose, immunity from prosecution for any
_ offence under ﬁ’z_!s 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:

R Provided that no such immunity shall be granted by the Central Government in
cases where the proceedings for the prosecution for any such offence have been
" instituted before the date of receips of «ngﬂxcatm for grant of such immunity:

Provided further that reconinendation of the Board under thxs sub»scc tion shall

1ot be binding upcm the Central Governmient.

(2) An immounity granted to a person under sub~aectmn (J ) nay, ot any time, be
withdrawn by the Ceniral Government, if itis satisfied that such person had, in the

gowrse of the proseedings, not complied with the condition on which the immumity

- was granted of had given false evidenee, und thereunon such person my bie tried for
- the offence with respect to which the immmunity was granted orhad given filse ov idence,

‘and therenpon sugh person muy be teied for the offence with respect to which the
© inymunity was granted or for any other offence of whichtis appears to have been guilty
, ithe contravention and shall slso bevome liable to the impositionof
any pemity wriderdhis Actto which such pemm wevlu ha,w been lable, had not such -

in commecﬂoﬂ Wit

imsun iy been gmt@d " .
28:In section 234, of th@ principal Act in sah»scsmn (f ¥ aﬁer the worés, brackets

m

Board made, on and afte

wities Laws (Second Amendment)
Act, 1998, under this A

o the tegzsimms made thfaﬁnd@r, " and before the words "may
petlate Tribung! having a jurisdiction in the matter,” the

© 21, For sectionJ

“23F. Any persen agerieved by any decision or order of the Securities Appeliate

Teibunal saay file an appenl to the Suprems Court within sixty days frém the date of
communication of the decision or exder of the Secusities Appeilaee Tribunal to him on
any quostion of faw asising out of sueh order:

meiaei ﬁz&% the Supreme Court may, if it is satisfied that the appelﬁam was
‘prevented by sufficient cause from filing the appoal within the said period, allow itto
" be filed wxﬁm a %ﬁf&@t xaefwd not exceeding sixty days.".

13F of the pnncggmﬁ Act, the following séction shell be substituted, -
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~ 22.In section 24 of the prmcrpal Act, in sub-sectlon (2), for clause (a), the followmg -

clauses shall be substituted, namely:— . . - SRS ,
“(a) ther manner of mqurry under sub-sectlon (l ) of sectron !9H

. (aa) the time wrthm which an appeal may be preferred under sub-sectmn (l ) of
sectron 23 " ,

‘ CHAPTER W
- : . REPEALANDSAVING 'k :
23. (l ) The Secuntles Laws (Amendment) Ordmance 2004 is hereby repealed

NE) Notwrthstandlng such repeal ‘anything done or any action taken under the Seeuntres
Contracts. (Regulation) Act, 1956 and the Depositories.Act, 1996, as amended by the said

. Ordinance, shall be deemed to have been done or taken under the correspondmg provisions
,r‘of those Acts, as amended by thrs Act ' :

Ord:4of

2004. .

42 of 1956.
220£199.



