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CHAPTER 1 . '. ···1 !•: . 

PRELIMU~ARY 
'i __ 

l· · (i) This Act will be called the Indian Financial Code, 2013. : .: • ,. ' . : : ~ . ' . . . . : > . . . . • -. ' . ' ' - ~ . 1" • • • • • • 

. (2) This. Act extends to the whole of India. 
'> • •<; • ' ' • ·':'" '• .. '.' • '. ·:" ' ~ '•! .:·- . Ii ' .. 

(3) This Act wiU coqie into force ft:ow sµcl). date as may be notified by the Central 
· Q.overrulierit:. · · · · · · ··. ·· · · · · 

5 

( 4J 1;'11.e Q~n~a.l y.<>.vei;n111e11t, ~µI have the power to notify different da~~s for dif­
f:e~~nt ~~rtS, ?f tji~s J\q to, 9~: ~rqli~h~ ill,t() force, with no such Part b~ing made .. 10 

effectiv~ pa,rt:iarnr. · · · · · , · . .. 

CHAPTER2 
. ' 

PEFINITIONS 

2. I.n, ~i~ J\c~, uµl~ss *e c()J,ltex~ req11~r:~s otperwi~e -
- ·. . . - .. ' '. · .. \. : '·. 

(1) "actua,iy'; m,eans a i,:>erson cer:t,ifi.~q t() Pf:C!-Ctice a~ such by ·the Institute of Actu­
¢es of i,nd~a li,nder sE!ctior1 9, c>f tjle Actuaries Act, 2006 (35 of 2006). 

!' 

(2) "administrative law member" m~ans an executive member· of the board. of a 

~~J~~~~t~i~~~ ~M,i~·· iµ~1i~ff ~i ~h' tj)~, fi.~l~ 9f l~~ · ~,4 i~ desi~~t~~ ~~ sgc:~ 

15 

(3) "a,d,vic.~" rneaiw a reCOfl1.meg,da,~i,oµ, o.pj~o,i;i, sta,~eipE!I)t or any 9W~f: f9IJ:P, of: 20 

P.$tSQ~~ c.ow~Y.D,.i8ati9n, ~m:~~F-~-~A~ ~: f?.n~wn~i W~r j~, intend~d~ qp c.~ti.~4 tea" 
~qµ~P.!Y p¢ teg~4,eq as ~,~~tjg ift.t~11,(l~g;~ tp, ih.~ueJ?,fe th.e consµmerdp rt1,&}41ig a. 
~~~.Q#Rn~~ ~¢s~~~q§: · , ·! '." · : · ' ' > · · ·. · · ' < 

- , .. ' . . ..·~ .- '· : . . 

Cj} ";;i.i;snF9( m~<:\Jjl~: ~; c~~H~~~cl; ~sc9v~~~~ C~f.tifie4 ~o ~r~ctise as St1f P. b~ tlie 
' · 1*5,t~tµ,~~ <?~ Gh~r;ei:ec:J: A:¢e;().tµi~W1t5 oqi:i,.dia, 4p,,dei; sectie>n 9 of th¢ q1aner~g 25 

~~~<?\ltj~~~~~i !\st;,: 1Q4~ (~~· C?P ~?9), ~~-~ ·?~ing· ou~ ~he tas~ of a~di~. · · · 

C~) ~,;,~~~f~f :~~~iF;R~£l~:l;,n~;-~~;~~i~~1i{s~~.®1~e,;:~r~er 7Q; \11, relati_on. 
·-·;·' 

ti iJ:iifJ~~~~~ 9f '1,~ b,"11~ 9f"P~ n9n-resi~~t, in ~¥ 30 

(~). ~f•lilWW~~t~:~;~'if{tiu~~~~ !(;!.~b.µF ~th the 

(/,9., '!Q~g ~~ryjS~· P!<?:xi-9,~f' i:r:t~.~-- ~ f1'QMplp.L seJ.Xi~e provider Which cari:ies. oP ·. ,. b~:nkfof <<> ,,. ··'<.··· ,,., · ,, .. ~-.. ··· .. ··. ··•···. · · · · . · · .. · ·· ·· - 35 

(8) "ben,efici(ll oV\lller'' I1J.eans a, pe~qp w.hqs~ 11<).me is. recorded as such w.itli a 
~.eiPq~iioty. a.1l'1 the t{!t~ ''9t:!nef.itj!~to.Mo;t~i,spi~·· 'rill, be cons-~ued acco~di~~ly. 
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2 Part I: 2. DEFINITIONS 

(9) "bridge service provider" means a wholly owned subsidiary of the Corporation, 
established in accordance with section 255(1), to which the Corporation may 
transfer some or all of the assets or liabilities of one or more covered service 
providers. 

s (10) "bye-laws" means the bye~laws made under this Act. 

(11) "capital account transaction" means a transaction which alters the assets or 
liabilities, including contingent liabilities, outside India of residents, or in India 
of non-residents. 

(12) "capital distribution" means a distribution of cash or other property by a finan-
10 cial service provider to its owners made on account of their ownership. 

(13) "central counterparty" means a person interposed between counterparties to 
contracts traded in one or more markets for securities, becoming the buyer to 
every seller and the seller to every buyer. 

(14) "Class A offence" means an offence described under section 415(1)(a). 

1s (15) "Class B offence" means an offence described under section 415(1)(b). 

(16) "Class C offence" means an offence described under section 415(1)(c). 

(17) "clearing" means the process of transmitting, reconciling and wherever rele­
vant, confirming payments or securities transfers, prior to settlement. 

(18) "combination'' has the meaning assigned to it under section 5 of the Competi-
20 tion Act. 

(19) "compensation" means the amount that may be given to persons identified 
under a compensation order. 

(20) "compensation notice" means a notice issued by the Corporation under section 
276. 

25 (21) "compensation order". means an order issued by the Corporation under section 
278. 

(22) "Competition Act'' means the Competition Act, 2002 (12 of 2002). 

(23) "Competition Commission" means the Competition Commission of India estab­
lished under section 7 of the Competition Act. 

30 (24) "complainant'' means a retail consumer who has filed a complaint with the 
Redress Agency or whose complaint has been forwarded by the Regulator to 
the Redress Agency. 

(25) "complaint'' means an oral or written expression of dissatisfaction made by, or 
on behalf of, a consumer, alleging that the consumer has suffered or is likely 

35 to suffer an inconvenience or loss on account of a financial product provided, 
or a financial service rendered, by a financial service provider or its financial 
representative. 

(26) "compounding order" means an order referred to in section 413. 

(27) "conduct" includes any act or omission. 

(28) "consumer" means a person who has availed, avails, or intends to avail of a 
financial service or has a right or interest in a financial product. 

(29) "Consumer Advisory Council" means the advisory council on consumer protec­
tion established under section 129. 
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Part I: 2. DEFINITIONS 3 

(30) "contract of insurance" means a contract under which a financial service provider, 
for consiqeration, assumes the risk of one or more persons, and distributes it 

. across a class of similarly situated persons; each of whose risks has been as­
sumed in a similar transaction, artd includes any instrument that may be pre-
scribed by th~ Central Governmerit to be a contract of insurance. 5 

(31) "control" means the right to control, individually or in concert with other per­
sons, directly. or indirectly, whether by virtue of ownership or management 
rights, by agreement o~ b.1 any otner manner, --: 

(a) the management or policy decisions of a person;· or 

(b) the appointment or removal pf the majority of the members of the body 10 

responsible for the oversight of the affairs of a person. 
' 

(32) "Corporatioh" means the Resolution Corporation established under section 16. 
. . 

(33) "Corporation Board" means the board of the Corporatiqn. 

(34) "Corporntion Chairperson" means; the chairperson of the Corporation. 

(35) "Corporation insurance" means the contract of insurance issued by the Corpo- 15 

ration to a covered service provider under section 262. 

(36) "Council" means the Financial S·t~biiity and Development Council established 
under section 20. 

(37) "Council Board" means the board.of the Cou~cil. 
. i 

(38) "Council Chairperson" means the chairperson of the Council. 
' . 

(39) "Council Chief Executive" means the chief executive of the Council. 

(40) "counterparty" means a party to a trade in the market for securities. 

(41) "covered service provider" means a financial service provider that has obtained 
Corporation insurance under section 262. 

20 

(42) "covered.service provider under resolution" m~ans a covere.d service provider 25 
' -·1•.· .• 

that the Corporation resolves under a resolution order, · • 

( 43) "credit arrangemenf' does not include an arrangement, irrespective of its form, 
which is a contract of insurance or credit extended by an insurer solely to 
maintain the payment of premiums on a contract of insurance, bi.it means an 

.· arrangement that is - 30 

· (a) a credit facility; · 

(b) a credit transaction; 

(c). a credit guar~ntee; or • . 

(d) combination of any of the above ... · 

(44) "credit facility' means an arrang~ment, irrespective of its form but riot mclud- .35 

illg a credit transaction, in terms iof which - .. 
. . 

(a) 

(b) 

a creditor undertakes to supply goods or services or to pay any amount, 
with or without collateral br gtiarantee; to the borrower or on behalf of, 
or at the direction of, the borrower; and · 

an~ ch~rge, fe.~ or i~~~r~~i: is pa;able b.y."the born:rwer or· on behalf of or 
at the di!ection of the borrower to the' creditor in.lieu of the arrangE;?ment 

' referred to in clause (a). . ... : ' . . . 

40 



4 Part I: 2. DEFINITIONS 

( 4S) "credit guarantee" means an arrangement, irrespective of its form but not in­
cluding a credit facility, in terms of which a person undertakes or promises to 
satisfy upon demand any obligation of another consumer in respect of a credit 
facility or a credit transaction to which this Act applies. 

5 ( 46) "credit transaction" means an arrangement, irrespective of its form, which is -

10 

(a) a lease; 

(b) a mortgage agreement or secured loan; 

(c) an instalment agreement; or 

(d) any other agreement other than a credit facility or credit guarantee, in 
terms of which payment of an amount owed by one person to another is 
deferred thereby attracting a liability to pay a charge, fee or interest to 
the credit provider in respect of -

(i) the agreement; or 

(ii) the amount that has been deferred. 

15 (47) "current account transaction" means a transaction that is not a capital account 

20 

(48) 
25 

(49) 

(SO) 

(Sl) 
30 

(S2) 

(S3) 

(S4) 
35 

(SS) 

(S6) 

40 (S7) 

transaction, and includes -

(a) payments due in connection with foreign trade, other current business, 
services, and short-term banking and credit facilities in the ordinary course 
of business; 

(b) payments due as interest on loans and as net income from investments; 

(c) remittances towards living expenses of relatives or dependents; or 

(d) travel expenses, medical expenses, insurance, or education expenses of 
relatives or dependents. 

"Data Centre" means the Financial Data Management Centre established under 
section 294. 

"Data Centre Director" means the director of the Data Centre. 

"debenture" means any instrument evidencing debt, whether or not secured by 
a charge on assets. 

"Debt Agency" means the Public Debt Management Agency established under 
section 24. 

"Debt Agency Advisory Council" means the advisory council of the Debt Agency 
established under section 378. 

"Debt Agency Chief Executive" means the chief executive of the Debt Agency. 

"Debt Agency Management Committee" means the Management Committee of 
the Debt Agency. 

"decision order" means an order as described in section 402. 

"deposit" means a contribution of money, made other than for the purpose of 
acquiring a security, made by a person which may be repayable at the demand 
of that person. 

"depository" means a person engaged in the business of providing depository 
service. 



Part I: 2. DEFINITIONS 5 

(SB) "depository service" means the service provided by a person to another person 
where beneficial ownership in a financial product is held by such provider in 
trust for; or on behalf of, the beneficial owner or any other person nominated 
by the beneficial owner. 

(59) "derivative" means any transferable instrument -

(a) giving the right but not the obligation to acquire any security; 

(b) giving the right but not the obligation to sell any security; 

(c) giving the right to exchange any security; 

5 

(d) providing for exchange of one or more payments based on value of one or 
more securities, currencies, interest rates, yields, other derivatives, finan- 10 

cial indices, credit ratings, or financial measures; 

(e) giving rise to a settlement determined by reference to value of securities, 
currencies, interest rates, yields, other derivatives, financial indices, credit 
ratings, or financial measures; or 

(f) giving rise to a settlement determined by reference to commodities, other 15 

than when-

(i) such instrument is not traded on an exchange; 
(ii) the transaction is in ordinary course of business; 

(iii) the transaction is not subject to clearing and settlement through an 
Infrastructure Institution or subject to regular margin calls; and 20 

(iv) neither of the parties to the transaction is a financial service provider 
or an authorised dealer. 

(60) "direct participant" means a financial service provider through which con­
sumers use the services of an Infrastructure Institution. 

(61) "eligible enterprise" means a person, other than an individual, which at the 25 

relevant time has a net asset value of not more than a specified amount or 
has a turnover of not more than a specified amount, but excludes a financial 
service provider who is a consumer of a financial product or financial service 
that is identical to, or substantially similar to, the financial product or financial 
service that such person provides. 30 

(62) "examiner" means an examiner appointed under section 224(3). 

(63) "exchange" means any person that constitutes, maintains, or provides a market 
place or facilities for bringing together purchasers and sellers of securities. 

(64) "Executive Committee" means the Executive Committee of the Council estab-
lished under section 292. 35 

(65) "executive member" means a member of the board of a Financial Agency, not 
being a nominee member, who is responsible for the day-to-day management 
and functioning of the Financial Agency. 

(66) "executive remuneration" means the remuneration paid or payable by a regu-
lated person to - 40 

(a) persons exercising significant functions; 

(b) persons who have a specified connection with the regulated person, which 
may include, persons providing specified services to the regulated person 
or their officers and employees; and 

(c) officers and employees of a description specified by the Regulator. 45 
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5 

(67) "Financial Agency" means -

(a) the Corporation; 

(b) the Council; 

(c) the Debt Agency; 

(d) tihe Financial Authority; 

(e) the Redress Agency; and 

(f) the Reserve Bank. 

Part I: 2. DEFINITIONS 

(68) "Financial Authority" .means the Unified Financial Authority as established un­
der sectio.n 3. 

10 (69) "Financial Authority Board" means the board of the Financial Authority. 

(70) "Financial Authority Chairperson" means the chairperson of the Financial Au­
thority. 

(71) "financial contract'' means a contract for the provision of a financial product or 
financial service. 

15 (72) "financial product" means -

20 

25 

(a) securities; 

(b) contracts of insurance; 

(c) deposits; 

(d) credit arrangements; 

(e) retirement benefit plans; 

(f) small savings instruments; 

(g) foreign currency contracts other than contracts to exchange one currency 
(whether Indian or not) for another that are to be settled immediately; 
and 

(h) any other instrument that may be prescribed under section 150(1). 

(73) "financial regulatory data" means all information that a financial service provider 
or an authorised dealer is obligated to submit to a Financial Agency under law. 

(74) "financial representative" means any person acting on behalf of a financial ser­
vice provider, as an agent or otherwise, in connection with the provision of a 

30 financial product or financial service. 

35 

40 

(75) "financial service" means -

(a) buying, selling, or subscribing to a financial product or agreeing to do so; 

(b) safeguarding and administering assets consisting of financial products, 
belonging to another person, or agreeing to do so; 

(c) effecting contracts of insurance; 

(d) managing, or offering or agreeing to manage, assets consisting of financial 
products belonging to another person; 

(e) rendering or agreeing to render advice on, for consideration, or soliciting 
for the purposes of -

(i) buying, selling, or subscribing to, a financial product; 
(ii) availing a financial service; or 

(iii) exercising any right associated with a financial product or financial 
service; 



Part I: 2. DEFINITIONS 

(j) establishing or operating an investment scheme; 

(g) maintaining or transferring records of ownership of a financial product; 

(h) underwriting the issuance or subscription of a financial product; 

7 

(i) providing information about a person's financial standing or creditworthi­

ness; 

(j) sellin~, providing, or issuing stored value or payment instruments or pro­
viding payment services; 

(k) making arrangements for the carrying on of any of the financial services 
in clauses (a) to (j); 

5 

(l) rendering or agreeing to render advice on, or soliciting for the purposes 10 

of-

(i) buying, selling, or subscribing to, a financial product; 
(ii) availing any of the financial services in clauses (a) to (j); or 

(iii) exercising any right associated with a financial product or any of 
the financial services in clauses (a) to (j); 1s 

(m) any service carried out by an Infrastructure Institution; and 

(n) any other service that may be prescribed under section 150(2). 

(76) "financial service provider" means a person engaged in the business of provid­
ing a financial service. 

(77) "financial system" means the aggr~gation of all financial service providers in 20 

India, along with -

(a) the financial markets in which they operate; 

(b) their financial products and financial services; and 

(c) the financial contracts entered into by them. 

(78) "financial system crisis" means a state of the financial system where there is a 25 

large-scale disruption to the provision of financial services due to an impair­
ment of all or parts of the financial system that has the potential to have serious 
negative consequences for India. 

(79) "financial system database" means the database of financial regulatory data. 

(80) "fit and proper persons" means persons who -

(a) possess sufficient relevant professional qualifications, knowledge, skills, 
expertise and experience to carry out the functions required to be per­
formed by them; 

(b) are of good repute and integrity; 

30 

(c) have not been convicted of an offence under this Act; and 35 

(d) for the purposes of Part V, satisfy such oilier ~equirements as may be spec-
ified by the Regulator. 

(81) "foreign currency" means any currency other than Indian currency. 

(82) . "foreign currency contract" means a contract -

(a) to buy or sell any foreign currency; or 

(b) to exchange any one currency for another. 

(83 ) "foreign exchange" means foreign currency and includes -

40 



8 

10 

;; ,·. 

(a} deposits, credits and balances payable in foreign currency; · 

(b) drafts, travellers cheques, letters of credit or bills of exchange, expressed 
.. or drawn in Indi?.n qmency but payable .in foreign currency; or 

.(c) drafts;: travellers ·cheques, lette~ of cre.ditm bills pfexcha~g~, expr~ssed 
. or drawn by persons outside:Indiabut payable in Indian currency. 

(84) '"government security" means a security.·that is created and issued by the Cen~ 
tral Government, a State Government or a public authority for the purpose of 
raising d_ebt. -_ - -· · 

. :~ ._ .:)·:. ~ ~. ' 

(85) "group" means a person, .and any number.ofperson.s "'" ... 

(86) '.'Indian currency" means an~ currency which is legal tender in India. 
·:·,_;_, .... 

(87) "Infrastructure Institution" means ari Infrastructure Insti~ution referred to in 
20 section 183. 

25 

30 

35 

(88) "insurer" means a financial service -provider carrying on the business of effect-
. ing contracts of insurance in India. · · 

(89) "investment contract" mea11s an .investment in ai}y person,. other than an in­
-dividual, with reasonable expectation of profit cfr return to be derived from 
entrepreneurial or managerial eff otts. 

(90) "investment scheme" means any arrangement with respect to property of any 
description, including money, the purpose or effect of which is to enable per -

-s_ons taking part in the arrangement, whether by becoming o:wners of the prop­
erty or any part of it or otherwise, to participate in or receive profits or income 
arising from the acquisition, holding; 111anagern:ent or· disposal of the property 
or sums paid out of such profits or income, where - · · -. 

(a) persons participating in such s~hemes do not have day-to-day control over 
the management of the property, whether or not they have die right to be 
consulted oi: to give directions; and <,. ·. '· · 

(b) the arrangement has either or both of the following characteristics -

(i) the contributions of the participants and the profits or income out 
of which payments are to be made to them are pooled; or 

(ii) the property is managed as a whole by or on behalf of the operator 
of the scheme. 

40 (91) "inward flow" means a capital -account transactfon whi~h alters the assets in 

45 

India of non-residents. · 

(92) "Issue Department" means the department of the Resel"Ve Bank referred to 
under section 351. 

(93) "issuer'"means -
~ \' .. 

(a) a body corporate that issues or proposes to issue any security;~-~r 
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(b) any person, other than a body corporate under clause (a), performing the · · 
acts an<i assuming the d1,1:ties of an issuer, :depositor or mana.ger pursu~p.t 
to 1he r.eiev.ant .d6cmneatati0tt ·or •inSttMment: · ·· · · · · · · 

' . -. . : . .- . ·~ : . . ' ' . ' ~ - : . ' ---- ., ~ -; . - , . ' . ' . . . ... ., 

(94) "l\1onetazy Pqlicy C.ominitti::i¢" 'means ~h.e Monetary :PoJicy Committee of .the 
R¢serye Bank establish,ec;l ,µn~er.seotion 333. . . ·5 

(95) "n~go:tiable ip.stn,unent'' !has the· meaning assigned to it under Negotjable In-
stwmep;ts ~p~, '.lS.~ ll ci6 of l:~81). . . . . 

(96) "netting" m.eanl) .the p!iocess by wkich tlae oblig;:i.tions from a11d to a particular 
cpi.:m.tei.!Pa.11y may l>e ·set,_off, requ~ing :th.e gµn1ber and vaJ:b!.e .of p~yn;ients or 
deliveries needed to settle a .set oftr:ansactions. . .. . . ·. ·. . 
. -. ,_ .. , ·. -··.· ··- ·: .. · ... - .. - - ... · ...... ··.· '.·· 

(97) "n~minee m,elllqer" meaps :a ·T:llemper of the board of a Financial Agency, nom-
ip.a~eQ. iby perwns identiffi.ed,Jl:n,ge.~)'arit II. · · · · · 

. --. ,, ,: .. · . . \ .. '· 

(98) "pon-e:icecµtiye member" m,eaps .a men.ib.er of the board of a Financial Agency 
ot!lier th<!Jl ·~ .e.x~c1'1.tive IU~ber :anq :a ~oin:inee men1b.er. . . · 

.(99) "non-resident" means a pers.on qther thCU). a resident. 

(100) "notifica.tion" means a nqtifjcation published in the Official Gazette, and the 
· terms ''µ.otified~' and "notify'' wHl 'l:>e cons.trued accorqingly. 

(101) ·~outward flow" means a capital accountti"ansaction which alters assets outside 
Irn;lia of residents; . 

10 

15 

(102) "payment iJistruction" 111eans any instr.ume11t, authorisation or order in any 20 

form, incluc;li11~ electronic 111eans,' fo effect a payment -

(a) by any person to a system participant; or 

(b). hr a system participant to another system participant. 

(103) "payment c>b.ligation" meqns an obligation o.f on.e system participant to pay 
anoth.er ~ys,tem· parti,cipc;wt s.v.ch .amoqnt;s diat are due as a result of clearing or 25 

settlement of payment ii:isfrv.ctibnl) rela,t~11g to .fungs or financial proqucts. 

(104) "payment system" means a system that enables payment of funds to be effected 
betw:ee.1,1 a pa.yer anc;l a, .be11e.fic~&ry, ip.v:olvi:ng <;:iearing, payment ()r set,tlem,en,t 
seFVice or a11 of them and ·includes - . . . . . 
,.- .. -· .... ·. ,,, ....... - .. ' ' ..... _ .. ·. ..· 

· (q) 1110.ney tra,nsfer mecha11isms iike qebit cards, cred,it cards, electronic money; 30 

(b) syste111s to co.nnect a payer and a :be!,'leficiary operated by a per~o1rwho i.s 
I1,y~t4e..r the J?a¥er nqr tjle 'be1,1eficiary; or · 

(c) crea~n.g 5µb,stitutes for leg~l ·tender with the promise of converting them 
i.nto '1.~ga,Lt.ep,qer free~y. · 

(105) "pe.rson" ~1,1clti,des -
. . 

(a) an h,1c;liyiqua,l; 

Cb) a 'tlindtt u1:1divided family; 

(c) a cqn:ipa,ny; 

(cl) a trust; 
· (e) a parm,ersll.ip; 

(j) aJimited partnership; 

(g) a sole proprietors.I:'\ . 

35 

40 
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(166) 

(107) 

. (108) 

(109) 

(110) 
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(h) ~ri a~sociation of persons or body of i~dividuals, whethei incorporated or 
ri0t; .. 

(iJ every body eorporate, artificial juridical person not falling within clauses 
(alto (h); or 

(j) aiiy ageric~ office ot branch· owned or controlled by any of the persons 
mentioned in clauses (a) to (h). 

"poHcy"holder" includ~s a person to whom the whole of the interest of the 
p'6i1cy-h-old~r in the contract of insurance is assigned once and for all, but does 
not fr\:dude ful assignee thereof whose interest in the policy is defeasible or is 
for the time being subject to any ccmdition. 

"premia" means the preinia payable by a covered service provider to 'the Cor­
poration under Chapter 50. 

"prescribed" me.ans prescribed by rules made by Central Government under 
this Act, and the term "prescribe'; will be construed accordingly. 

"Presiding Officer" means the presiding officer of the Tribunal. 

"pro-cyclical effects" means the extent to which prudential requirements im­
posed under this Act are positively correlated with changes iri overall economic 
.conditions. 

(111) "professional diligence" has the meaning assigned to it in section 85(2) . . 

20 (112) "public authority'' means any authority or body or institui:fon of self-government 

25. 

established or constituted, including any body owned, controlled or substan­
tially financed, directly or indirectly with the funds provided by the Govern­
ment, by or under - . 

(a) the Constitution of India; 

(b) any law. made by the Parliament or the legislature of any State; or 

(c) any notification issued or order made by the Government ... 

(113) "public debt" means the obligation arising from borrowings, whether internal 
or exte.rnal, upon the Central Government. 

. . . 

(114). "public servant" has the meaning assigned to it under' section 2(21) of the 
30 Indian Penal Code, 1860 (45of1860). 

(115) "publish" means publishing of information in a manner best suited to bring it 
to the attention of the persons which .are affected by the information and. to 
the. public at large, including by way 6f .electronic mearis, as· soori as may be 
practicable, unless otherwise provided or specified. 

35 (116) "qualified foreign investor" means a non-resident that fulfils the customer due 
diligence criteria prescribed by the Central Government. 

(117) "real time gross settlement" me.ans the real time settlement of payments, trans­
fer instructions; or other obligations individually on a transaction-by-transaction 
bM~. . . . 

40 (118) "Redress Agency" means the F~nancial: Redr~ss Agepcy .established under sec-
tion 12. . " · . ·. · · .. : ., ,, < '. 

(119) "Redress Agency Board" means the bdard of the Redfeis'A.gency. 
., .·-

(120) "Redress Agency Chairperson" means the chairperson of the Redress Agency. 
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(121) "registered owner" means a depository whose name is entered as such in the 
· regist'er of members or equivalent register of the issuer. 

(122) "regulated activity'' has the meaning assigned to it in section 151. .. - ... - - . 

(123) "regulated person" means a ~nancial service provider that..:. 

((l) is engaged in the business o\ carryir{g on a .regulated. activfty; or 5 

(b) has been designated as a Systemically Important Financial Institution. . . 

(124) "regulations" means th~ regulations made under thi·~ Act. 
'· •. • . • . . ., I 

(125) "Regulator" means the Reserve Bank or the Financial Authority, as applicable, 
iri accordance with the allocation of responsibilities under section 11 and uReg-
ulators" means both the Regulators, as the context may require. 10 

(126) "regulatory inconsistency'' means any inconsistency in the regulation of finan-
cial services that may be similar in nature, or pose similar risks to the fulfilment 
of the obje~tives of a Financial Agency. · 

(127) "related persons" in relation to a person means -

(a) persons belonging to the same group as that person; and 15 

(b) persons responsible for the oversight and strategic management of that 
person; or 

(c) relatives of the persons under clause (b), as may be specified by the Reg­
ulator. 

(128) "related person transaction" indudes the following transactions between re- 20 

lated persons -

(a) any arrangement for the provision of a financial product or financial ser-
vice; 

(b) transfer of any assets or liabilities; 

(c) making of any advances or loans; 

(d) entrusting assets or money; 

(e) any explicit or implicit guarantees; 

·(j) donations of any kind; and 

(g) any other transaction specified by t'he Regulator. 

25 

(129) "relevant personal circumstances" mean the objectives, financial situation and 30 

needs of a retail consumer, as would reasonably be. considered to be relevant 
for the purpose of giving advice to the retail consumer. 

(130) "Resenre Bank" means the Reserve Bank of India established under section 7. 

(131) "Reserve Bank Board" means the board of the Reserve Bank. 

(132) "Reserve Bank Chairperson'' means the chairperson of the Reserve Bank. . 35 

(133) "resident" means~ 

(a) an individual whose domicile or habitual abode is in India; and includes 

(i) a Citizen of India,· othe~ than ~hen such citizen stays. outsid~ ·In-
dia for the purposes of employment, business, vocation, or in cir- 40 

cumstances as would indi'cate. intention of such individual to'stay 
outside India for an uncertain. period; or 

. ~ . - . . . - . . ~ . ·. 
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(ii) an individual, not being a citizen of India, when such individual 
stays in India for the purposes of employment; business,. vocation, 
or stays with spouse of such individual, such spouse being a resi­
dent; or in circumstances as would indicate intention of such indi­
vidual to stay in Iridia for an uncertain period; or 

(b) a person, other than an individual, the control and management.of whose 
affairs is substantially located in india. 

V34) "resolution" means and includes any of the following measures, or a combina­
tion thereof, undertaken by the Corporation or the Regulator, as the case may 

w ~- . 

15 

20 

25 

30 

(135) 

(136) 

(131) 

(138) 

(139) 

(140) 

(a) ''prompt corrective action" under Chapter 45; 

(b) "purchase" under Chapter 47; 

(c) "bridge service provider" under Chapter 48; or 

(d) "temporary public ownership" under Chapte_r 49. · 

"Resol~tion Fund" means the Resolution Fund established under section 264 .. 

"Resolution order" means an order of the Corporation issued under section 
243. 

"resolution transferee" means a person identified by the Corporation to which 
the assets or liabilities of a covered service provider under resolution are trans-
ferred, in whole or in part. · · · 

"respondent" means a financial service provider against whom a complaint has 
been filed with the Redress Agency. 

"retail advisor" means a financial service. provider or financial representative 
that gives advice to a retail consumer. 

"retail consumer" means a consumer who is an individual or an eligible en­
terprise where the _value of the financial product or of the financial service 
rendered, does not exceed such amount as may be spe~ified. 

(141). "retirement benefit plan" means any arrangement or scheme that.-
'. . . .. . . 

(a) is established or maintained for the purposes of providing benefits in old­
age to the beneficiaries of the arrangement or scheme; and 

(b) restricts withdrawals of contributions or accumulations until the maturity 
of the arrangement or scheme, in accordance with its terms. 

(142) "rules" means the rules made by the Central Government under this Act. 

(143) "Secretariat" means the~Secretariat of the. Council established under section 
35 293. 

40 

.· . 

(144) "security" means a transferable financial interest which is not a negotiable in­
strument but includes -

(a) shares and instruments equivalent to shares "in the capital or any person 
other than an individual; · 

(b) debentures; 

(c) . any form of secured debt as defined under section 2(ze) of the Securitisa~ 
tion arid Reconstruction of Financial Assets. and.Enforcerhe11t of·Security 
Interest Act, 2002 (54 of 2002); 

(d) · depository receipt.s iri respect of i;e~urities; 
. -. ~ ... 
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(e) 

(j) 

(g) 

(h) 

(i) 

(j) 

(k) 

derivatives; 

govemmept securities; . 

transferable warehouse receipts; 

rights or interest ip sec.urities; 

instruments admitted to trading on an exchange; 

any investment contract which is not a deposit or a contr_act of insurance, 
unless exempted by the c;entral Government;. or 

such other instruments as may be prescribed by the Central Government 
to be securities. 

. . 

5 

(145) "settlement" means the completion of delivery of funds or a financial product . 10 

agaiRst payment of funds, in order to settle obligations. 

(146) "show cause notice" means a notiee as described in section 400. 

(147) "significant function" means a function that enables or is likely to enable the 
person responsible for its performance to exercise a significant influence over 
the conduct of a financial service provider's affairs and includes the functions of 15 · 

oversight, strategic management and effective control over the financial service 
provider. 

(148) "small savings instruments" means -

(149) 

(150) 

(151) 

(152) 

(a) a deposit as defined under section 3 of the Government Savings Bank Act, 
1873 (5of1873); · 20. 

(b) a savings certificate as defined under se.ction 2(c) of the Government Sav-
ings Certificates Act, 1959 (46 ofl959); or . 

(c) any subscription to the public provident fund issued under section 4 of 
the Public Provident Fund Act, 1968 (23 of 1968). 

"spe~ified" means specified by regulations made under this Act and the term 25 

"specify" will be construed accordingly. · 

"system participant" means a banking service provider or any ~ther person 
participating in a payment system and includes the system provider. · 

"system provider" means a person who is engaged in the business of operating 
a payment system. 30 

"syl>tem-wide measure" means a measure that seeks to mitigate systemic risk 
in the financial system and may be applicable to the entire financial system or . 
one or more parts of the financial system. 

(1S3) "systemic indicator" means an indicator so determined by the Council under 
section 299. to designate financial service providers as Systemically ~mportant 35 

Financicil Institutions~ 

(154) "systemk risk" inean~ a risk, a,rising either in India or elsewhere, of large-sc.ale 
disruption . to · financtal services due to an impairment of all or parts of the 
financial system, that has the potential to have serious negative consequences 
for India. · · 

(155) "Systemically Important Financia,l Institution" means a financial service provider 
so designated urider section 300. · · · . · · 

(156) "trade .repository" means a firiancia,l service provider that maintains a cen~ 
tralised electronic record or database of transaction qata. · 

40 
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(157) "transactional decision" rne~s a dedsion take~. by a' cortsurner concerning "-

. · (a) ·whether,. how; and: on what ternis, to avail .of a finan~ialJ)roduct or firtan-
ciaJ. seiVice.; or .. · · . ·. . . · · · · . . .. . · · · 

{b} whether,< hbW,· and ort W.hattemis, w.exercisea rightin relation to a · ·. 
fiti~iiciaI prtidiid &r firiandal serVice: or to demand the discharge df a ciufr 
ow~ci t~ the cd11stiilier irf term~· of such prc)dtict or service,.; ' . 

(158) 'Tribtirtai1• . Ilieans the Frnancfal S¢'ctor· Appe}l~t~ Tribunal. established.· undet. 
sectiort.2iL ' . '. . •··· . :. . •· . . · . . . . .. '., ·.·• . . . . . .. : . 

- . 'I. ' , e • • -

. (159) "unpublished piite Sensitive ilifb[rncition"trle~ns irifonilC~tfoI1 »7hic:h is not pflb~ 
liciy availableand wiiith wotiid; ifpublidy avaifable, be likelyfo have a signif· 
isarit effect ()n ~e price· of s,eC:tiiii:ies. · · · ·· · ·· · · · · · · · ·· · 

-- -,;< ·, -

(160} "warehouse receipe•: ~as. the meariiI1g ,assign~d to. it under l)ectidtr 2( u) · oftfle. · 
w~ehoµsing (Dev~lopJiie'iitJµa Re~iation) i\ct;2007 cs 7 or2p97). . ·. ·.·• > •••· . · 
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--: .· 
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Part II: 3. ESTABLISHMENT OF THE UNIFIED FINANCIAL AUTHORITY 

PART II 

ESTABLISHMENT OF FINANCIAL REGULATORY 

AGENCIES 

CHAPTER 3 

ESTABLISHMENT OF THE UNIFIED FINANCIAL AUTHORITY 

15 

3 . (1) A body by the name of the Unified Financial Authority is established under 
this Act to exercise the powers and carry out the functions designated to the 
Financial Authority under this Act. 

(2) The Financial Authority will be a body corporate having -

s 

(a) perpetual succession; 10 

(b) a common seal; 

(c) the power to sue and be sued; 

(d) the power to enter into and execute contracts; 

(e) the power to acquire, hold and dispose of property, both movable and 
immovable; and 15 

(fJ the power to employ persons to discharge its duties. 

(3) The Financial Authority will have its head office at Mumbai, and it may estab­
lish offices at any other place in or outside India. 

4. (1) The Financial Authority Board will consist of executive, non-executive and 
nominee members, to be appointed by the Central Government, where at all 20 

times -

(a) the total number of members must not be more than twelve; 

(b) the total number of executive members must not be greater than half of 
the total number of members; and 

(c) up to two members will be nominee members. 

(2) The executive members will include -

(a) the Financial Authority Chairperson; and 

(b) an adminimative law member. 

(3) The nominee members under sub-section (1) (c) will be nominated by the Cen-

25 

. tral Government. JO 

( 4) The Financial Authority Board will appoint a senior officer of the Financial 
Authority to act as its secretary. 

5. Members of the Financial Authority Board must be fit and proper persons having 
expertise in dealing with matters relating to finance, economics, law or public 
~~ ~ 

6. (1) The general superintendence, direction and management of the affairs and 
business of the Financial Authority will vest in the Financial Authority Board, 
which may exercise all powers that may be exercised and do all acts that may 
be done by the Financial Authority. 
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Part II: 4. ESTA~LISHMENT OF THE RESERVE BANK OF INDIA 
• "<. -. • • • . . • . 

(2) The Financial Authority Boatd.)nust keep .under constant reView the perfor~ 
mance ·af the Financial Authority in. g'iving effect to its objects; carrying out its 
functions and utilising ii:s resol.itces. . ·. . . 
. I . . ; , . -~ • . . ·; _;,-: 

CHAPTER4 

ESTABLISHl'vtENT OF THE .]:lESERVE BANK.OF INDIA 

7. · (1) The body cotpqrate bytbe name of i'R.ese~e B~nkof Iridia;, established undet 
section ·3 of the Reserve. Bankof India Act, 1934 (2 ofl 934), will continue as 

. if it were estabHshed under this Act,. and will e~ercise the powers. and carry out 
_ the functions designal:e~ to the;Reserve _Bank tmderthls Act. ·-.. · · ·· 

(2) The Reserve· Bank will have__; .. 

· · (d} peftjettiaf st1cces'sion; · . 

. (b) a common seal; 

(c) the Power to sue and be Slted; 

. (d} the J?ower to enter futo aridexecute contracts; 

(e) the power·to acqu'.ife, hold and ·d~spose of·prop~rty, both" movabl~ aricl.' 
iniiµovable; and · · · . _ · · _ · · · _ · · . · 

· (j) the.power to employpersons to discharge its duties. 
- _· ~. l · - . -. - ; .: - - - - , -' - - - - . 

Establishment of 
the Reserve Bank .. 

. ' 
l 

j. 

i. 

. i 

-:·. 

' 
(3) Jhe Reserv-e Bank will have its head office at Mumbai, and it Il1ay establish 

.. .Offices at any place in orotJ.tside India .. _· . . . . . .. - - .. \ 

8. (1) Th!'! Reserve Bank Board;will consist of executive, ~on-executiv~ alld nomine~ 
.membed,'to be appomted by the Central Government, where at ~11 times-- - -.' ,_ - - --, --- - .- . ' 

(a) the total number of member~ must not be more than rwelve; . 

(b) the. i:9tal ~umber· of execu~ive members mus~ :n~t be greater than half oL 
the 1:otal number of riiembers; and ·, . . . . . 

· (c) up to.twcYmeil1bers.wm b~ nominee.~embers; 
,-,,·.. . '·· .. .. . -

(2). The execµdve ·members Will include - · · , · .. · 
. . 

(a) the Res~rve.Ballk Chairperson; and 

(b) an administrative ~a~ member. 

··.:;· 

c .,, 

(3) The nomfuee members under sub::sectio~ (1) (c) will be nominate.d by th_e ¢en< 
tral Government; · ·- · · · · · · ·· · · · 

~ ,,~. 

(4) The ReserVe BMk.B~ard will apppint a .senibr officer of the Reser\re Bank td act as its secret~ . . . . •. . . .. · . . . . .· ··.. . . .. . . . . . 

·.--· 

Composition of the· 
Reserve Bank · 

·Board. 

... 

9. · Cl) Members of the Reserve Bank B.oard must-be fi(and proper p~rsons; haVing Eligibility of 
· · · · · · · · · · · - · · members ofthe . expertise if1 dealinKwith'~matters.relating'to banking, .Pflyments 'and.monetary _Reserve Bank 

.. policy. -· · · · · ·· · · ... · · ·. <.c.i' · · ·.Board .. 
.;' . - ';" - ·: '·:· .. '.' :~. 

-.(2) A person·.cannot-})eappointed as.ainemb~ton the R~s~rveBankifoardif_such· -···· 
- • • - • • -· 0 ' ' • - • • - ' • ' - • • - • , - ~ • ~. ' • • • 

~ - . -
.. , . 

. ·(a) is an-empioyey_ of.the Q~ntral_ d~;~~~~t;;excep~:i~'case. bttlie "riomfuee 
··members;. ·· · · · · · ·' · ·· '·· · · 

!. 
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Part II: 6. ESTABLISHMENT OF THE FINANCIAL REDRESS AGENCY 
' 

(b) is a member of Parliame1,1t or a state legislature; 

(c) is a director, employee or officer of any banking service provider; 

(d) is a director, employee or officer of any system provider; 

(e) ·is a member of an advisory cotincil of the Reserve Bank; or 
. (j) is a member of the Monetary Policy Committee, other than -' . 

(i) the Reserve Bink Chairperson; or 

17 

· (ii) the executive member designated by the Reserve Bank Board to 
· serve ori the Monetary Policy Committee. 

10. (1) The general superintendence, direction and management of the affairs and 
, business of the Reserve Barik, oilier than the formulation of monetary policy, 

Will vest in the Reserve Bank Board, which. may exercise all powers that may · 
be exercised and. do all acts that may be done by the Reserve Bank. 

(2) The Reserve Bank Board must keep under constant review the performance of 
ilie Reser\re Bank in giving effect to its objects, carrying out its functions and 
utilising. its resources. · 

CHAPTERS 

ALLOCATION OF DUTIES 

11. (1) The Reserve. Bank will be the Regulator for banking and payment systems. 

(2) The Financial Authority will be the Regulator for all financial services other · 

5 

10 

15 

than banking and payment systems. · 20 

(3) All references to the Regulator in this Act will mean the. Regulator under sub­
section (1) or sub-section (2), a.s the case may be. 

CHAPTER6 

ESTABLISHMENT OF THE FINANCIAL REDRESS AGENCY 

12. (1) A body by the name of the Financial Redress Agency is established under this 2s 

Act to exercise the powers arid carry out the functions designated to the Re~ 
dress Ag~ncy under this Act. · 

(2) 'Fhe Redress Agency wiH be a body corpmate having -

(a) perpetual succession; 

(b} a col!T).lmon sea1; 30 

(c)'. the pqwert:o sue and be sued; 

(d); th~ p0wer to enrier into and execute contracts; 
(e} the power to: acquire, ho.Id: and. dispose of property, both movable and 

imm.ovabie; aRd 
. (fJ the Rower to employ JDersons to discharge its duties. 35 

(3): l'be ~qfess: Agency will have its head-office at Mumbai and it may establish 
offiees an any other pla:ce in of outside India, . 

13~ (1) The. ~edress l\gency, Board will consist of executive; non-executive and nomi­
nee.rri:enibe.rs,; to. be art inted by the Regulators, where at all times -
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. . 

(a) the total number of members must not be more than seven; 

(b) th~ total number of executive members must not be greater than half of 
thetotal number of members; and 

(c) two members will be nominee members. 

5 (2) The execu.tive members will include the Redress Agency Chairperson, who will 

10 

15 

be appointed by the Regulators, in consultation with the Central Government. 

(3) The nominee members under sub-section (1) (c) will be nominated by the Reg­
. ulators, and will consist of one .official from each of the Regulators. 

(4) The Redress Agency Board will appoint a senior officer of the Redress Agency 
to act as its secretary.. 

14. Members of the Redress Agency Board must be fit and proper persons having ex­
pertise in dealing with matters relating to consumer protection, including redress 
of consumer disputes. 

15 .. (1) The general superintendence, direction and management of the affairs .and 
business of the Redress Agency will vest in the Redress Agency Board, which 
may exercise all powers that may be exercised and do all acts that may be done 

. by the Redress Agency. 

(2) The Redress Agency Board must keep under constant review the performance 
of the Redress Agency in giving effect to its objects, carrying o'ut its functions 

20 and utilising its resources. . . · 

CHAPTER 7. 

ESTABLISHMENT OF THE RESOLUTION. CORPORATION 

Eligibility of 
members of the 
Redress Agency 
Board. 

Redress Agency 
Board. 

· · Establishment and 
16. (1) A body by the name of the Resolution Corporation is established under this Act incorporation of 

25 

30 

to exercise the powers and carry out the functions designated to the Corpora- the corporation. 
· tion under this Act. · · 

(2) The Corporation will be a body corporate having -

(a) perpetual succession; 

(b) a common seal; 

(c) the power to sue and be sued; 

(d) the power to enter into and .execute contracts; 

(e) the .power to acquire, hold and dispose of property, both. movable and 
immovable; and · 

(j) the power to employ persons to discharge its duties. 

(3) The Corporat.ion will have its head office at Mumb.ai and it may establish offices 
35 at any other place in or outside India. 

17. · (1} The Corporation Board will consist of the following executive, non-executive 
and nominee members, to be appointed by the Central Government, where at 
all times- · · · 

(a) the total number of members. must not be more than nine; 

Composition of the 
Corporation Board. 
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(b) the total number of executive members must not be greater .than half of 
the total number of members; and · 

(c) three members will be riominee members. 

(2) The executive members will include ~ 

· (a) the Corporation Chairperson; and 

(b) . an administrative law member. 

(3) The nominee members under sub-section (1) (c) will consist of­

(a) one nominee of the Reserve Bank; 

(b) one nominee of the Financial Authority; and 

(c) one nominee of the Central Government. 

· (4) The C_orporation Board will appoint a senior officer of the Corporation to act 
as its secretary. 

18. Members of the Corporation Board must be fit and proper persons having expertise 
in dealing with matters· relating· to the regulation, supervision, or resolution of 

5 

10 . 

financial service providers. 15 

Corporation Board: 19. (1) The general superintendence, direction and management of the affairs and . 
business of the Corporation will vest in the Corporation Board, which may 
exercise all powers that may be exercised and do all acts that may be done by 

Establishment and 
. incorporation Of 
the Council. 

I. 

Composition of the 
Council Board .. 

20. 

. the Corporation. 

(2) The Corporation Board must keep under constant review the performance of 20 

. the Corporation in giving effect to its objects, carrying out its functions and 
utilising its resources: · 

CHAPTERS 

ESTABLISHMENT OF THE FINANCIAL STABILITY AND DEVELOPMENT COUNCIL 

(1) A body by the name of the ·Financial Stability and Development Council ~s 25 

established under this Act to exercise the powers and carry out the functions 
designated to the Council under this Act, · 

(2) The Council will be· a body corporate having __, 

(a) perpetual succession; 

(b) a common seal; 30 

(c) the power to sue and be. sued; 

(d) the power to enter into and execute contracts; 

(e) the pm.Ver to acquire, hold and dispose _of property, both movable and 
immovable; and 

(f) the power to employ persons to discharge its duties. 35 

(3) Thi; Council wHl have its head office at Mumbai and it may establish offices at 
any other place in or outside India. 

21. (1) The Council Board will coruisfofthe following executive and nominee mem-
bers - ·· . 

I I 
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(a) perpetual succession; 

(b) a common seal; 

(c) the power to sue and be sued; 

(d) the power to enter into and execute contracts; 

(e) the power to acquire, hold and dispose of property, both movable and 5 

immovable; and 

(j) the power to l mploy persons to discharge its duties. 

(3) The Debt Agency will have its head office at Mumbai and it may establish 
offices at any other place in or outside India. 

25. (1) The board of the Debt Agency, referred to as the Debt Agency Management 10 

Committee will consist of executive, non-executive and nominee members, to 
be appointed by the Central Government, where at all times -

(a) the total number of members must not be more than eight; 

(b) the total number of executive members must not be greater than half of 
the total number of members; and 15 

(c) at least two members will be nominee members, under sub-sections (3) (a) 
and (3)(b) . 

(2) The executive members will include the Debt Agency Chief Executive, who will 
also be the chairperson of the Debt Agency Management Committee. 

(3) The nominee members under sub-section (l)(c) will consist of-

(a) a nominee of the Central Government; 

(b) a nominee of the Reserve Bank; and 

(c) if the Debt Agency borrows on behalf of more than one State Govern­
ments, one nominee on behalf of all such State Governments. 

( 4) The nominee member under sub-section (3) (c) will, -

(a) if the Debt Agency borrows on behalf of one St?..te Government, be ap­
pointed in accordance with rules made by the Central. Government; or 

(b) if the Debt Agency borrows on behalf of one or more State Governments, 
be appointed by rotation from such State Governments, and in accordance 

20 

25 

with rules made by the Central Government. 30 

(5) The Debt Agency Management Committee will appoint a senior officer of the 
Debt Agency to act as its secretary. 

26. Members of the Debt Agency Management Committee must be fit and proper per­
sons having expertise in dealing with matters relating to public debt, public finance 
oi financial markets. 35 

27. (1) The general superintendence, direction and management of the affairs and 
business of the Debt Agency will vest in the Debt Agency Management Com­
mittee, which may exercise all powers that may be exercised and do all acts 
that may be done by the Debt Agency Management Committee. 
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(2) 'fhe Debt Agency Management Committee must keep under constant revi~w. '· 
the performance of the Debt Agency in giving effect to its objects, carryi,ng out .. 
it:S functions and util~siirg its re~ou.rce!!~- ., . ·· · · · · 

. " ~ "• . . . ' . . . ' . ' . ' .. 

. ' 

CHA.PTER 1p. 

ESTABLISHMENT OF 1'.HE FINANCIAL SECTOR APPELLATE TRIBUNAL 

· · · · · ·· Establishment of 
28 •. (1) · A tribunal by the name of the Financial Sector Appellate Tribunal is.establish.ed· · tlie Tribunal. 

· · µnder this Act to ~:xercise ~he jurisdiction; powers a11d a.uthorit}r cqnferred upon · 
the tribunci.l under this A.ct. · · · · ·• · ·. · · · .. · 

(2) The Tribunal will have its main beiich at Mumha.i :and may establish benches 
atanyotherplaceinindi~. ' . ' .. , '•. '• . . ,,• . . 

'' i 
i 

. I . I 

: I 
i. 

•. 29;. (i} The Triburia1wm ~onstst of the presidirig Officer arid Clt least twh:other mei:n~· '.Composition oftb,e ·: ' 
hers. · · · · · · · · · · ·. · · · · , · •Tribunal. · · 

(2) The Central Government may notify a higher~Uillb~r of members of the .Tri­
. c • bunal ill co11sultationi w'ith the Presiding bffk:er; ·• ~ . 

- . .. . - -~ . - - ·. . ' 

. (3). The Presiding Officer and all members of the Tiibuna.lwiH be appoip.ted by the , 
Central GC>Vemment ir1 accordance with the provisions of Chapter·83.. · . . . 

(4) Iri the event ofa temporary vacancy in the _office of the Presiding Officer, the· 
Centrall Government may nominate one of the m·embers of the.Tribunal as an· 
officiating Presiding Officer for a period riot exc~eding one hundred and eighty 

. ' days, hav{ng regard to stiitabiHty. for effective ovei:sig~t .anci admini.Stration·:of'.'. 
tlie Tribunal's adjudicating functions.· · ·· · · · · · ·~ 

.· .. ·, 

.,,.;--

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

··· . .. : : . 

,·! .,.,-_ .. 

-·;,·,·- .- .. 

' - .. ·-: .. 
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PART III 
'>· .• 

REGULATORY GOVERNANCE 

CHAPTER· 11· 

FINANCIAL AGENCIES 

. - . . ' . . . 

3.IO. (1) Except for ·nominee ~e~bers, all members of the board of a Financial Agency 
must be appointed by the Central Government from a list of persons short­
listed by a selection committee. 

·. (2) The selection committee must.be constituted ·by the Central Government in 
accordance with the First Schedule and must follow the procedure laid down 

5 

in that Schedule. 10 

(3) For any vacancy in the board of a Financial Agency; the selection committee 
must not consider any person -

.. 
. (a) whohas been appointed nvice as a membe~ ofthe board of that Financial 

Agency; 

(b) "'fho has served.'as th~ c;hairp<:rsort,.cif any i:~n~ns~alAgency; 
· (c) whose age would not permit s.uch person to serve a t~rrn of at lea~t three 

years; or 

. (d) wh_o is' a I1on"execµtivef member of any Firgmcia.J Agency; for the position 
of non-e~ectithr~ member.. . - . 

15 

(4) The selection committee must consider the following principle~ when selecting 20 

persons -

(a)· merit; 

(b) independence; 

(c) balance of the board; and 

(d) conflict of interest. 

(5) For the purposes of sub-section (4) -

(a) "merit" means qualifications, experience, past achievement and reputa­
tion; 

(b) "independence" means the ability 'to maintain and exercise independent . 

25 

judgment in the discharge of duties; 30 

(c) ·"balance of the board" means that the board of a Financial Agency rep­
resent expertise in fields of law, finance, governance, economics or such 
other fields as may be identified, in a fair proportion; and 

(d) "conflict of interest" means that persons appointed do not have interests 
which may conflict with the duties of such member. 35 

(6) If any vacancy in the board of a Financial Agency is not filled within a period 
of one hundred and eighty days from the date such vacancy arises, the Central 
Government must make a report on the reasons for the delay in the appoint­
ment within ninety days from the date on which the period of one hundred 
and eighty days expires, and lay such report before both Houses of Parliament. 40 
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3 L (1) Executive members of the board ·df a Firiancial. Agency must· contribute their 
entire time to the oversight and management oh.tie Financial AgeriCy. 

(2) The b6ard of a Financial· Agency may permit, by writing, executive member.s · 
to undertake such honorarywork as 1s not likely to interfere with. their duty as 
executive members. . '. . . . 

32. (1) The Central Government ,111.ust make rules to gov:ern the nomination of persons 
as nomihee.membersto· the board of aFinancial.Agency. · · · ·· · 

.- .·' - ''· - - - .· ,(... - -: 

Executive 
members. 

.Nominee members. 

(2) While nominating person§ as nominee membeJ:'.S under this Act, due regard 
· . inust be given. to the qualificati9ns, experience, past achi~vement and reputa-

10 tion of such persons. . . . ' . . . . 

15. 

20 

25 

. - -. ,. - - -. . 
· . · . · " b b f · · · Administrative law 33. (1) The ad.ministr. ative law mem er isa mem er o the board of a Financial Agency· 

(2) 

(3) 

- .. -
;_; 

(4) 

· · member. . who will be responsibl~ for-; . · · 

(a) the assessment and review of the performance of administrative law offi~ 
· 'c cers of that Financial Agency; : . . . 

· (b) the review of decisions taken by ad~inistrative law offic~rs of that Finan­
. cial Agency under section 403;and 

(c) · other functions as provided by this Act: . · ·:1:'-l 

. -· . . - -

The administrative law member mtist ensure that the allocation of duties, re~ 
view of perforrtJ.aric:e, anci gen~ral· Ser\ric~ conditions of §ldmil1isttative law or- •. 
ficers is carried out in a maimer whith foaintains 'their illdepe'ncience and 'ace 
countability. : . . . . . .. . . 

The administrative la\.v member wilrnot be invcilved ill any functibns of the 
Financial. Agency that.conflie,t. with: i:he)ndependence and µeutra\ity1of such member.. . . . . . . .. . .. . ·' ..... ,·· . . 

The prdvisions of this section will not apply to the Redress;Agency or the De})t 
Agency. · . . . 

· 34 ... (J) ·The meetings of the board of a· Financial Ag~ncy wiH be :held in:_ compliance Meetings of the 
· · · board ofa 

with the requirements of the Second Schedule. · . · ' ) · Financial Agency. 

(2) The ooard of th~ Financial Agency must make by~-laws to govern the proceed~·· 
30 ings of its meetings. · · · · · · · · · · 

. 35 

. (3). The bye-laws governing th~ proce~dings. of th~ meetings of the board of .. the 
. Financial Agency mµst be consistentwith the bestpractices of governance and 

transparencyfor deliberative bodies. · · · · · 

. ~ •' -

35 .. (1) The board of every Finan.cial Agency must discharge .its duties.··iJy taking deci- Decisions of the 
board ofa 

sions through a majority vote of the members presenfat a meeting of the board ·. Financial AgericY. 
of the Financial Agency. · · 

(2) Each member ofthe board of a Financial Agen~y.willhave one vote. 

,(3) If there is an equality of VC?tes, the pe~son chai~ing the meeting will, unless 
otherwise provided, chave a casting vote. 

;. 

,,,.. i 

. •: 
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( 4) The board of a Financial Agency must make bye-laws to provide for the process 
of making decisions without the physical presence of the members of the board 
of the Financial Agency. · · 

36. (1) Members :of the ·board of a Financial Agency must, at all times, act honestly, 
and use reasonable diligence in the discharge of their duties. 5 

(2) Any member who has any direct or indirect interest in ariy matter coming up 
for the· consideration at a· meeting of the board of a Financial Agency will, 
as soon as possible after relevant circumstances have come to that member's 
knowledge, disclose the nature of interest at such meeting. 
. . . . 

(3). A disclosure made by a member of. the board of a Financial Agency will be 10 

recorded in the proceedings of the meeting of the board of the Financial Agency, 
and such member must recuse-from any deliberation or decision of the board 
of the Financial Agency with respect to .that matter. -

3'7. No· act or proceeding of the board ofa Financial Agency will be invalid merely by 
reason ~f - · . 15 

. . -. . . . -

(a) any vacancy in, or any defect in the constitution of, the board of the Fi-
nancial Agency; - · -

(b) any defect in the appointment of a person as a member; or 
. - . . 

(c) any procedural irregularity not affecting the merits of the case. 

38. (1) Members of the board o~ a Financial Agency will hold office for a term of five 20 

years or until the age of retirement under sub-section (2), whichever is earlier. 

(2) The age of retirement for executive members and nominee members will be 
the same as that for a Secretary to the Central Government. 

(3) The Central Government must make rules governing the terms of appointment 
of members of the board including ~ 25 

-(a) salary; 

(b) leave; 

(c) medical benefits; arid 

(d) any ·other aspect of employment .. 

(4) When making rules under sub-section (3), the Central Government must con- 30 

sider the requirements of - · . · - . · 

(a) maintaining independence of the boarci.of the Financial Agency; and 

(b) attracting requisite talent and expertise to the board of the Financial 
Agency.- - · 

-·_ (5) The terms of appointment of any existing chairperson or member must not be 35 

varied, to their disadvantage, after their appointment. _ -

- (6) The Ce~ttal Government may make separate rules governing the terms of ap-
pointment for - · - ' 

- (a) non-executive members; 

_ (b) nominee members; 40 

(c) exe.<;;,utive members; and 



1.-: 

s 

·' -' .. ·.·· 11 •. . I .. ,L 
.... ,· ·. '· .·- : 

· .. -.··.;.·: 

. : .... - . - ... --~ .... 

. . . (d) executive rilembe~s acting ~s ch~irpersons/ 
. .. .· . . . . . 

(7) Nominee member~ wiHserve on tji.e board of a.Financiii.J. Agetl~y ?-tthe pleasure . 
of the person nominating such member. · · · · ·· · · 
•. . ' .· .. . ' .... '··· .. · 

(8) In this. section,- : ·. 

. · (q) in case of the.council, all refeiences to the chairpersonwill in~lude ref et~ 
epces tothe Council.Chairpersqn and:the CouncHChiefExecutive; and · 

· -. (b) ·in ·case of the Reciress AienC:Y,·.all r~ferertcesto·rules riia:de by the ·centqil 
.. Gdvemrrient'will be replai;ed bybye~Iaws tnade byRegulators;. . ... 

: ··-··:--: ... :··· . 

39. (1) Any member of the board ()fa FinanciaiAgency'inay:resign by giving a_signecl . Resignation . 

. 10 • notice ofresignatiOI\to the C~ritral Government.. · · ··. ' · 

15 

· .. · .· (2) A m~m6er, after pr~vidirig a riotiee of resigna~ion;~:will contiil~.e ~to. hold office:· . 
· · until ~ee~rlier of - ' .· · · ' . .· · · · · · · .. · ·.· 

th~ date the Central Gov~mment appointS a person to the post vacated by· .. 
such resignation; or .. : · · · · · · · · .· ·· · · 

(b) the expicyi:ofnillety days from the date th~ potice of resign'a,tion was pro~ 
.vided to the CentraFGovernment. , .. }: · · · 

. ~ .. ';' .. 

(3) In, relation to the CouricilB6ard,' this sectiori will apply orily'to the Council .·· 
Chief Executive and the· admhiistrative faw member' of the Cound.lBoard. · .. 

,,,.-:.. 

40; ;.A member of the board of~FinandalAgen~ymi'\y petemove'dfrom,office if such.: f:~~~~!~~ .· 
20 ' member has'- .• . . .. ' . . " . . . . . . . . '>'.\ members. : 

... ::. 

25 

30 

,' ... : 

·, .. ·:'. 

(a) been ~djudged to be insolvent; . . 

. (b) been sentenced to imprisorµnent for one hund(ed and eighty days .or . . . ,; ,. . ~ . . . . . . . . . . . .' ( . . . . 

(c) 

(d) 

. (e) 

(fJ 

mo.re; . . : .: .... _",<, , , . .,., ···':" . ". _ .... ; . "::: >. . ., 
been conVicted.o~ an _offence involying m.pral:~l]litude~.: ·~· 

engaged in· any employment durfog the tenure of appointment, in Viola­
tion of th~ terms ~nd eonditions of.servic~;? · · · ·. · · · 

. acquired ahy fiI1~ncial or. oilier interest. contrary to'their tBmis and condic · 
tibns of service tha,t is likelyfo prejudke their fundioris; . . . . . . .• '. 

f~iled to adequai:~ly disclosean:V diiect ·or ii;idir~cf pe~uniar}r illterest urt~ 
d~r section 36(2) ;·. . . • . ... ' . ·' . : ' . .. . . .. 

'lg.r·inade any nrnterial misrepr~sentiltion to the 'selection C:orti~ittee; 
.(h) ..• abused their position so as to rendet"their continuance in office prejudicial 
· ·: ·:to the objectives of that.F~mand~lAgency;, :or .. . . 

. (i) . :has become physically or mentally 'inc~pable of. cllsch~rghlg fu~ir duties? ·. 
·- .... ·.-··.' 

_··.; 

3S 4 ],, : (1) A.niei:nber of the_·. board of~ Fimintlai Agenty 'may·not be removed from office . Process for removal 
of members.· ·, -~_ess . .:..., · . , · · 

40 (2) 

(a) such me~ber· has ,been· giv~n· ~ r~asoriable_ Opporturtity qf being hearq;: . 
. arid · · · · ·· . · · 

. (b) a notification itnder sub-se~tion (3) is ~ade .. 

If the Central Government proposes t~ remove a me~ber of the board ofa 
Financial Agency, on ahy gi:ounds under section40, the Centn1lGovemment 

. must follow the·following.procedure -> . . . . . .• . 
. '. 

•• •• o •• : . 

., :\1,,, 

..... 
. . '·. 

. . . 
:. -- -·----·--·· --·-·----·- -··---,-- ~-

_: _____ · ·-·-----------~-:---~ 
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(a) the Central Govem1Uent.must establish a committee, chaired by a nom­
inee of the Chief Justice of India.~ to inqufre if the grounds for removal 
have been met; . , 

(b) the committee must have at least one retired judge of a High C~urt; 
(c) the committee must inform the Central Government, in writing, whether 

one or more grounds for removal has been met; and 

(d) if the committee has informed the Central Government that one or more 
grounds for removal 'has been met, then the Central Government must 
remove such member by publishing· a notificationjn accordance with sub-
section (3). · 

.(3) A notification under this section must contain -

(a) the grounds for the removal ofsuch member under section 40; and 

(b) the facts that were considered by the Central Government to arrive at its 
decision. · 

( 4) The member of the board of the Financial Agency will cease to hold office from 
the date of the notific~tion under sub-Si;!Ction (3). 

42. (1) If a vacancy arises on the boan;l of a Financial Agency for any reason other · 
than under sections 39 or 40, the chairperson of the Financial Agency must 
immediately inform the Central GovemmenE · 

(2) The Central Government may appoint any person on the board of a Financial 
Agency to fill the vacancy on a temporary bas~s tor a period not exceeding one 
hundred and eighty days, or until a person is appointed or nominated as the 
case may be, whkhever is earlier. 

. -

43. (1) The members of the board of a Financial Agency must appoint atleast two 
non-executive members from the board of the Financial Agency to constitute a 
review committee to review whether -

(a) the Financial Agency ism compliance with applicable 19-WS; 

(b) the bye-laws of the board of the Financial Agency promote transparency 
and best practices ofgovernance; · 

(c) the Financial Agency is in compliance with the decisions of the board of 
the Financial Agency;· and · 

(d) the Financial Agency is managing risks to its functioning in a reasonable 
manner .. 

(2) No member of the reView committee 'may serve continuously for more than 
five years on such committee. · · 

(3) The provisions of this section will not be in derogation of the general powers of 
theboard of the Financial Agency to.constitute committees for other functions. 

( 4) The review committee must maintain a system by which any person may com­
municate to the review committee, any incidence of;-. 

. - . . 
(a) viol9-tion of laws by the Financial Agency; 

. (b) theft or misappropriation of resources of the financial Agency by any per-
son; . . 

(c) abuse of powers of the Financip.l Agency by any officer, employee or agent 
within the Financial Agency; or 

5 
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(d) violation of any decision of the board of the Financial Agency by any 
officer, employee or agent of the Financial Agency. 

(5) The board of the Financial Agency must make bye-laws governing information 
to be provided to the review committee. 

5 (6) The review committee will make a report, at least once every financial year, of 
its findings under sub-sections (J) and (4) to the board of the Financial Agency 
and the report will be attached with the annual report of the Financial Agency. 

(7) In this section, in case of the Council, the review committee will comprise 
nominee members. 

10 44. (1) Unless provided otherwise, the board of a Financial Agency may, by order in 
writing, allocate functions of the Financial Agency under this Act to the chair­
person of the Financial Agency or any other member or officer or employee 
of the Financial Agency, subject to any conditions that may be provided in the 
order. 

15 

20 

(2) Unless provided otherwise, the chairperson of a Financial Agency is the chief 
executive officer of the Financial Agency having powers of the general superin­
tendence, direction and control in respect of all administrative matters of that 
Financial Agency. 

(3) In this section, in case of the Council, reference to "chairperson of the Financi~ 
Agency" will be replaced by the "Council Chief Executive". 

Administrative 
powers and 
assignment of 
functions. 

45. (J) A Financial Agency may appoint such officers and employees as are necessary Officers and 
employees of a 

for the efficient discharge of its functions. Financial Agency. 

(2) The Financial Agency must make bye-laws to determine the procedure of se-
lection, terms, compensation and conditions of the appointment and service of 

25 persons appointed under this section. 

46. (1) Each Financial Agency must designate an appropriate number of employees as 
administrative law officers exclusively. 

(2) Each Financial Agency must ensure the independence and neutrality of admin­
istrative law officers by making bye-laws governing the terms of appointment 

30 of administrative law officers. 

35 

(3) The performance of the administrative law officer will only be appraised by the 
administrative law member of the board of the Financial Agency. 

( 4) The provisions of this section will not apply to the Redress Agency or the Debt 
Agency. 

CHAPTER 12 

ADVISORY COUNCILS 

47. Unless provided otherwise, the provisions of this Chapter will govern the matters 
in relation to functioning of the advisory council of the board of a Financial Agency. 

Administrative law 
officers. 

Interpretation of 
this Chapter. 
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48. (1) The board of a Financial Agency may set up advisory councils to advise the 
board with regard to any of the following -

(a) sectors of the financial system which require particular skill, information 
or expertise; 

(b) specified classes of financial service providers regulated by the Financial 5 

Agency; or 

(c) any other matter as the board of the Financial Agency may require. 

(2) The board of the Financial Agency must set up advisory councils if either of the 
following conditions is met -

.(a) this Act or any other law enforced by the Financial Agency requires an 10 

advisory council to be constituted; or 

(b) the board of the Financial Agency finds that it is expedient, necessary or 
relevant for the discharge of its functions to set up such advisory council. 

(3) Each advisory council must comprise experts in the issues for which the advi-
sory council has been constituted. 15 

( 4) No expert will serve as a member of an advisory council for a period longer 
than ten years. 

49. (1) The functions of an advisory council include -

(a) making representations to the board of the Financial Agency, in the form 
of advice, comments or recommendations, on the policies and practices 20 

of the Financial Agency; 

(b) preparing and submitting reports advising the board of the Financial Agency 
on all draft regulations, prior to the expiry of the period for receiving com­
ments.from the public on such draft regulations; 

(c) interacting with financial service providers and the public, as may be nee- 25 

essary to discharge its functions; 

(d) on the request of any member of the board of the Financial Agency, pro­
viding advice to the board of the Financial Agency on any matter; and 

(e) any other matter related to areas for which it has been constituted. 

(2) The functions mentioned in sub-section (1) will be limited to the issues for 30 

which the advisory council was constituted. 

(3) The advisory council will discharge its functions under this section by making 
reports to the board of the Financial Agency. 

( 4) The Financial Agency must publish all reports received from the advisory coun-
cil in accordance with the following - 35 

(a) reports under sub-section (l)(b) must be published with the regulations; 
and 

(b) all other reports must be published within a period of one hundred and 
eighty days of being submitted to the board of the Financial Agency. 

50. (1 ) The board of the Financial Agency must make bye-laws governing the func- 40 

tioning of advisory councils. 

(2) The bye-laws must include -
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.(a)· ·the process of selecting experts-to be'meinbers·of.advisorycouncils; 
. . . . . ~· .. 

(b) the resources to be allocated to the advisory cou_ncils to discharge their 
functions; · · · . · · · 

(c} the :terms; compensati6n and ~6nditi0ns ~f appointmen~Of hleinbers ·cit 
the adViso'ry council; and< .. . . ' . ::. .•. .. ' 

(d) any other 'ptovisiorirequited foftheefficiel1t furi~ti~nini bf the advisory· 
coullcil., . · . 

' .. ' - .. ~· . · . 

. ·CfIAPTER13 

REGULATIONS AND GUIDANCE 

10 . 511.. A Financial :Agency niay,. by notification, make regu}ations; wh~re required, con7 · :~:;:~c~ ~gency to 
sistent with: this Act and:any rules;made·i:hereuJ1dedo carry. out fl}e purposes of make regulations~ 

15 

20 

this Act. ·· · · · · ··· · · · · 

s2: (1) Ifa Financial Agency propos~s tci"inake any regtilations, it must, a~tirig i:hrough Process of making 
·• jts board, publish a draft of the;proposed regulati(:,ns. · · · · regulations. ·.· ..•.. : .• ··• .. 

. - . : ' .... . ·' ~ ___ ,_ . . . ,._, ~ ~ .. ·. "-;'. ~-

(2) Every draft ofthe proposed regulations whichis ~ublished under this section · 
must be accompanied bya:statement setting C>\lf~ · · · · 

(a) -theobj~ctivi;:s_dtheptoposed regulation;; 

.·.·._ •. (b) the' proble111 that'tlie propos~·d-regulaticms·seeks to addre~~;-
(c) the:underl:Yitrg prindples uriderthis Act/relevant to the proposed reguia~· 

. tions; and the expe,cted outcome: of the p~op()~ed regl.llations; .·~ . . . 

(d) how.the· d~aftr~g~lationsfuIB1.·~I1~ provision ~f this Act~iider which th~· 
regulations are mad~; · · . . · · 

:Ce) an anal~sis; of C()StS and an analysis of ben.efit:rtir the pr~p·()~~d regulations; . 
·and. . .·· .. «. · •· . · · ·. ·.;c· . 

. ~,~ -~'· . 

(j) the ptocess by which any pernon ~ay mctke a: repfesent,ation in relation fo . 
the, proposed regulations;. . • · . . · 

. (3). If the Financiaf Agency prefed orti(prindpl~ ov;er anY ~thetJLmust issue:ct 
: statement of r:eat?bns for such. preferenc~ With the? proposed ;r#ulatioris. . ·. ,,_ . 

. ( 4) Before 'm(lki~g: the regulations, the Finah~iru Agency must have ,i:egard to any. . 
. 30 . . . "represeritatioµs made to itiri. accordance with ~ub~section (2)lj) ;, . . . 

. . (S) .To ~ake the regulations - . 

. 35 

···'·.:--

40. .. (a) the details;ind ~easonsfot such <lifferenc~; and 
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· (b) an analysis of costs and .. an analysis of benefits of the differing provisions. 

53. (1) A Financial Agency may dispense with the procedure .under section 52, if the 
time taken to comply with such provision has the pbtentiaho cause consider-
ab,le losses f()r consumers qr finan,cial service rroyiciers. . ' 

· · (2) If a Financial Agency makes regulations under this section, it must -

(a) publish the reasons for invoking this section; and 

(b) submit a repo~t to the Central Government within reasonable time. 

(3) The regulations must.be ac~ompanied by the documents under sections 52 (2) (a) 
to 52(2)(d). 

(4) Regulations made under this •section will cease to have effect. after a period 
·,of one hundred and. eighty; days from the date on which the regulations are. 

notified under this section. 

54 .. (1) When carrying out ;an analy~is· of costs . and ·an analysis of benefits. under this 
Chapter, the Financial: Agency. must consider the probable costs ·that will be 
borne by-

. ··:_·1 .. 

(a) financial service •provfders in complying with the regtilations; 

(b) consumers, ~oth d~rectly a:nd inciirectly;.: . ·· 

(c) the Financial Agency in enforcing tl:ie n~gula.tions; and· " '· 

(d} any .othe!- persons affected bythe regulations., 

(.2) The Finandal Ag~ii.cy must c~nsid~r the p~obable benefits that will accrue to 
·· the consumers and other persons as a result bfth'e regulations. 

(3) . The Financial Agency must us~ -

(a) the best available data, and wherever not available, reasonable estimates, 

5 

10 

15 

20 

to carry out the analysis; and ··. .. 25 

(b) the best scientific method available to carry out the analysis when data is 
available to the Financial Agency. 

55. Except for regulations made under section 53, all regulations made by a Financial · 
Agency must apply from an identified prospective date that is sei: out in such reg­
ulations, with due.regard tothe time necessary for persons impacted to arrange to 30 

· . comply with such regulations. 

56~ (1) A Financial Agency may publish general guidance with respect to -

(a) the operation of this Act and any regulations made under it; 

(b) any matters relating to functions of the Financial Agency; 

(c) meeting the objectives ofthe Financial Agepcy; or 35 

. (d) any other matter about which the Financial Agency finds i:: appropriate to 
provide information or advice. 

(2) All requirements of section 52 apply to the process of making general guidance, 
except the requirements of -
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32 --:_ .• - . '.•J, .' 

· ·._-~(iz) · seC:tibri..52C~)'(e)·;~ a~d ,_-; -... -.- · 

Cb} sub-sectio~ s2c6J Cb)'. -

.. · · .. (3). Viola~1ons of general. guidante 'aione will 116i: ~~~n~ _to ~oladql1.'6fany provil . 
. sfon of law or regUlatioh enforced by 'i:lie Fina!ldal:Age:ri.cy. .. . .· . . . . 

. . - ··. - ' ' . - .·- . - - . -. _. .. -_. .. . ' ' . -- : . -' ;~-> 

·._ (5).The Financi~lAg~m:y rnay witlidraw qr amenda!ly-,&~nerai gUida11ce issuea,1Jf .. 
• · > '.itatany~imerC>ir~a.~:qrj.smoe.faso~deCfin-~ti~g:aiiq;published_,:·. · .. :>· 

5/. (1) An)'' person m~y ~ake an appli~atiori to ~a .Fnutrtcfat·Agericf seeking°special·.:·Spe~ial guidance.· 
- . guidanc:~ on,trans_a~ti611s orac:g~frie~,governedJ>y this Act. · · · ·-

(2) , The spe~ial. gUidance ~win be l~ited ·to~ the. Jlltefyrei:at!ori 'hr . ~pplicability_ :of. 
Jaws· or r~gUfatiops eriforced:by the-~inancialAgency:. < ·· .. ··· · .·. -.; . . .. • : ·-· .. 

. (3} The Finiilidal Agehcy may':spedfy.the' tilarnierJil. whieh ifmaf: charge f~es :'. 
-proportional to_~e- cost of providing specialgui<.latjee. . - .· <: - - . 

· · . (4): 'flie Finahcial' AgE!nty may tequir~·the persC>ri seeking. the. special guidan~e · tff .•. 
. provide. information relevant io the issi.i~ or.tran~aetion for .Y\'hisl;i the speciaf .• 

•.···giiidanc:.~_is·s?u¥tit.·\:. · ... · :. · · < . · .... ~ .. -·,/ ···-•. ~-:: · ··~ ~·. · ·-> -· 
' - . ! _.;· . .:: ; •• --,-~ .. ::. -· 

·. (5) ·The FinaneiafAgeilcy1riusi phblish- th~·.'applic~ti6n:arid•sJ?ed~rguidance pro~ 
:videdby:it. _ · · · · , · •. · · 

.·. •(6).ff Jhe. information;provided ·by;t~e; person s~el<liig special <gi.iiq~ce; or if thtC· ___ · 
• •rtature • of the special" giiidafi.~e;. i.s'. · c:om,nierd~!:V· sensi.tive; · C1119I;t4e·· applicaU:(•.· . 

. --· ·. makes a request to stich effect, the Financial Agency may dedde\ - ···_ <c; 
... ·. . _·_: "= .. ; .. ·. __ · ' ;'.' ·- ~ ' - --· > ~:'.~ .- ~-.: -":" ?:-'- ~:. ' · .. :.~·: .~>~-~-- ',;··:: ·: :: :··\. : . : .. : . ··~:·. -. ,__- ~--·._>·.:"..' ':::. :-. . " :.>/ ~;:-. ~ :,~~-~ ':._ '... . . ~ 

·.: (a} n:o~ t:o puolish ari ~pplic~ti6_ri·or·special gUidance_ focimt:itstlch time the· • 
• -.. --~ ·. i.Ilfq):matfon;reI11ain~ commerdaUy s~nsitive; s:uhject to ,a rrtaxi01:um pej.iocl.. 

· ., "offw_o~eais;or :. · ; '·· · ·, · · '· . :' ·· ·· · · · · · · · 

· · (b) .•• t~ ~ithh61<l the· i<lentirl~~ ~£ ·~ppfic~nts .6i:pc:trties involved:'·~;;-:---•·-··· -
- : . ~ .. . : --: '• " . ' -; ' ·- . - . . . . _- .-- :·. -- f.~ -. -- . ·... . .. -... - ,. ; ....... '. '. .. 

· . (7:) No .perspn has frC:otirseto the -'f~ihuli,al ·,,,. . _ _ . / 

··-.·.·ca) agaipst?the refusal Qf the FinandalAgericytbprovi,de specialguidante; 

•-. (b) against th~· sp~dal;gUidante pr:ovided by th~ Financial Ag~tlty. ·-· 

. ,.(B) Violation,of ~.special gui'cl~~ce ·a,lone ~ill notccfos.tit1.lte a viblatloh of any laif~ 
- · ·orregUl~tions enforced by the.financial.Agericy0c · .. · .. · · · · 

' (9)A special gUiclance •issµed by··~ Financial Agency will be bi~cHng.ori ·s~ch Finap-'_/ . 
· cial Agency. · · · · · 

·, ... -. .. : .-~ 
;.-·· 

. - -~. ~--.::- . : 

58.. (1) .. ~y p~~~C)n qggfi~yed by ai{y r~~~·ati~~s. o{ge~eral &uidailc~ i~~tied ·py ~~\· ~~~:a~y the 
.. FmancialAgency may prefer an appeal to the Tnbupal on the gro_upd of bemg: , · · 

eoritrary to thi~Act, jncludtng that ~ . . . . . . . . . -

_ < :Ca) ~hey ~ere rni,de ~ithout cd~plyirig with the requiremert~~·ofthis Part;\> :. . 

-- co)- th~y exce~ci~d ilie:1irnit5 of the provisio~ iindef whicli they were mad~;. 
: (c} in the case·'()f regtil_atib~S~ -_fu~re was. a. rr@:erial and ,su~siaJ\:tlcil erro(, iri 
- · the analysis of costs or the analysis of benefits; · · · <. · . -. - · 

· ·.ccn :the. conditions unders~·ction~S3 did iiot e~ist for reglilatiOn~.riiade under ·. · 
· . tha.tsectioli; . . · · · · · . · .· ··.. · · -~ · . ·. · .. 

·.-:·::--
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(e) the regulations were in gross disregard of the principles that Financial 
Agency was required to follow while making the relevant regulations; or 

(f) the substantial provisions of the regulations did not address the stated 
objects of the regulations.' -

(2) The Tribunal must set aside the regulations or general guidance if it determines 
that any of the grounds under sub-section (1) are met. 

59. (1) All regulations made under this Act must be reviewed by the Financial Agency 
within three years of such regulations being issued. 

(2) The review must consist of -

(a) an analysis of costs and an analysis of benefits of the regulations; 

(b) an analysis of all interpretations of the regulations maqe by the Financial 
Agency, the Tribunal, any High Court or the Supreme Court; and 

(c) an analysis of the applicability of the regulations to any changes in cir­
cumstances since such regulation was issued. 

5 

10 

- (3) Every review under this section must be tabled before the- board of the Finan- - 15 

cial Agency as soon as possible. 

(4) The Financial Agency must publish the review within one hundred and twenty 
days of being tabled before the board of the Financial Agency. 

60. (1) If a Financial Agency is required to make bye-laws under any provision of this 
Act it must make such bye-laws in compliance of this section. 20 

(2) All proposals for making bye-laws by a Financial Agency, must be submitted to 
the chairperson of the Financial Agency. 

(3) On receipt of a proposal under sub-section (2), the chairperson must introduce 
the proposal in the form of an agenda in the next meeting of the board of the 
Financial Agency. 25 

( 4) If the board of the Financial Agency approves the proposal in principle, the 
draft bye-laws inust be made available to the public for comments for a period 
of thirty days. · · 

(5) The draft bye-laws must clearly state -

(a) the provisions of the Act under which it is proposed to be issued; 

(b) its objectives; and 

(c) the issue it seeks to address. 

(6) The Financial Agency must publish all the comments received on the draft bye­
laws and consider them before publishing the final bye-laws. 

30 

61. (1) The procedure laid down in section 60 may not be adhered to by a Financial 35 

Agency in making bye-laws only if the circumstances so require. 

(2) The existence· and details of such circumstances must be set out inwriting by 
the Financial Agency anci published; 

(3) Bye-laws made under sub-section (1) must clearly state the requirements con-
tained in section 60(5). 40 
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( 4) Bye-laws made under this sectio~ will remain ~ force for a period as may be 
identified by the Financial Agency, which may not exceed one. hundred and 
eighty days. · · · · · 

62. The Central Government maY, by riotification; make rules where required for car-
s rying out the purposes of this Act. · 

10 

15 

20 

25 

63. (1) The Central Governmentmay make rules under this Act in accordance with the 
procedure laid down in this section. 

·· (2) The draft.rules must be made available to the public for comment for thirty 
days. · · .. . 

(3) All comments received.from the public must be published and.considered by 
the Central Government before notifying- the rules. 

( 4) If no date is identified in the notification of the n.1.les, they will come into effect 
from the date of their publication. 

64.· (1) Ali regulations made· by a Financial Agency, all bye-laws made by a Financial 
Agency and all rules made by the Central Government must be laid before each 
House of Parliament for a period of thirty. days starting from .the day on which · 
th.e regulations, bye-faws, or rules are issued .. , 

(2) In calcuJating the thirty day period, no account is to be taken of any time during 
which Parliament is dissolved or prorogued or during which both Houses are 
adjourned for more than four days. · . · 

(3) The regulations, bye-laws, or rules, will be deemed to be approved by Parlia­
ment at tl,1e expiry of the thirty day period unless, before the end of that period, 
both Houses of Parliament agree that the .regulations, bye-laws or rules:... 

(a) should not be made, in which case the regulations; bye-laws or rules will 
be of no effect;· or . · 

(b) should be made with certain modifications, in which case the regulations, · 
bye,-laws or rules will come into effect in the modifiedform. 

(4) The annulment or modification of the regulations; bye-laws or rules by Parlia- · 
ment will not· affect the validity of anything already done under the regula-

30 tions, bye-laws or rules. · · · 

35 

40 
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65 .. (1) A Financial Agency must refer~ matter to the Council, if the Financial Agency· 
is unable to arrive at an. agreement with another Financiai Agency,· within one 
hundred and eighty days of commencing the process on any issue that requires 
such Financial Agencies to ..,... . · 

(a) issue joint regulations under this Act; or 

· (b) agree on anyaction required to be taken ~nderthis Act: 

(2) The Council must resolve any issue in accordance with the provisions under 
section 3os. 

66, (1) Each Fi~ancial Agency must enter h.~to a memorandum of und~rstanding with 
each Financial Agency in respect of obligations under this Act to co-ordinate 
with one another or to undertake joint action. 
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. . 

• (2) . The. memorandµm of understanding under this ·secti9n may relate to ~ · 

(a) . co-operation i~ m~king ~egul~d~ris: irtcluding j~int r~gµfa.tim1s;, 
(b) ·co-operation for.harmonising regulations governing similar matters; 

.· (c) access· to and sharing of informq.tion; .·. 

(d) cross-Staffing of employees; or · · -._1· 

(e} consultation regarding any important changes that may have been pro­
posed by·any party to the memorandum of understanding .. · ·· 

(3) . Every Financial Agency must publish a report of compliance ~ith this section 
· · . ··in its annual report.·: · · · · .. , · 

- . ... .:- -. -·· CHAPTER14 · 

DISPOSAL OF APPLICATiONS . 

. ··~ . 

67. (1) All applications required to be made to a Financial Agency under this Act must 
••·,be disposed iii a,ccordance. with this Chapter. , . 

• ', { !,·' > '° • ' : '• - .• ' - :• ~ • 0 : 0 • • , • A : ' • ':" , ,': ;,_ '' • --~ : •: 

; (2); in iliii chapter, &n "applk;mt" means the persoh "who makes a:n application to 
. a Financial Agency. . · '' . . . · ·; . ·.; "·.. . . . . 

.{:- .::: ... 

~s. u) Aii appli~ati,ans under this Act'must b~· made ~ ::i'i~ fri~rt~r: spedfiea. · -. 
• - .• ; •• • ' • ' •• - • < • • k., -. - - - . . ;. . . .' .. - . .• ~: .. . . : - . - • -

(2) 1'.he Financial Agencymust acknowiedge· th\!! rec~ipi of an applications, whether 
cotriplete. or pot, within thirfyAays from.,rei;eipt .. · . 

.. 5 

10 

15 

(3) An applicant may,. ai: ariyti1ne, 'before the Financial Agency coi).veys its decision, 
by a'secortd application to the Ffnancfal Ag~ii:cy - ' ' . . ' . .. . 20 

'(a) rilodifyan·existing.~pplicati6n.; or · · · ., 

... (b) withdraw an applic.atiqnfor variatipn,and re-apply. 
• - . - ~ ; . . . . ~ • ~ .. '.. i . . ~ : ·' . . ~ • . . 

· ... ·. ( 4) If an· applfcartt withdraws• ari ·applicaffon 'for v~natiori a:nd re-applies, the Fi-
. nanEia~ Agenq !UUSt p,r~c:es~ the, ePPlic,ati()J1 af°Ff'.:Sb., . :. , . . . . . 

69; (1) ~The Fi.nancial Agency may require the applicant to p'r'ovide additio11~i informa- 2s 

.· ,, tion as it reasonably considers necessary to enable it to determine the applica-
. -" . .. .. ..tion. ·' 

(.'?) While requesting additional infoqnation, th~ Fin~nc~al .Agency mt,lst state the 
relevance of the addition-~l _iriformation so sought. · · .. · 

70. (1) Where an application rec.eived by a Financial Agency is incomplete, the Finan-.. 3o 
cial Agency must inform the applicant in this regard within. thirty days from 
the date of the receipt of the application. · 

(2) The FinancialAgency must decide all applications in accordance with the pro­
visions and regulations governing the matter to which the application pertains. 

(3) The Financial Agency must not reject any application merely on the grounds 35 

that no regulations governing the subject matter of the application are in effe~t. 
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( 4) The Financial Agency must ensure that all ·applications are determined within 
a period of one hundred and eighty days from the date the application was 
received by the Financial Agency. 

(5) If the Financial Agency does not reject an application within one hundred and 
5 eighty days from the date such application has been made, then that applica­

tion will be deemed to have been accepted. 

(6) The period mentioned under sub-section ( 4) may be extended by the Tribunal 
on an application by the Financial Agency. 

(7) If the Financial Agency proposes to reject an application, it must issue a show 
io cause notice to the applicant. 

(8) If the Financial Agency decides to reject an application, it must issue a decision 
order to the applicant. 

(9) If the Financial Agency decides to accept an application, it must inform the 
applicant by issuing an approval order. 

15 (10) The approval order, consistent with applicable regulations, must state -

20 

(a) the scope of approval; 

(b) the time-period for which the approval is effective; 

(c) the provisions under which the approval is granted; and 

(d) any conditions; limitations or requirements subject to which the approval 
is granted. 

71. (1) If a Financial Agency proposes to cancel any permission or approval granted in 
pursuance of an application otherwise than at the request of the person who 
made the application, then it must issue a show cause notice to such person. 

(2) If the Financial Agency decides to cancel any permission or approval granted 
25 in pursuance of an application other than the request of the person who made 

the application, then it must give issue a decision order to such person. 

30 

CHAPTER 15 

INFORMATION AND INSPECTION 

72. (1) This section applies only to information and documents reasonably required 
by a Financial Agency in connection with the pursuit of its objectives or the 
exercise of functions conferred upon it by this Act or any other law enforced 
by the Financial Agency. 

(2) The Financial Agency may make regulations requiring financial service providers 
to make reports in a particular form, manner and frequency. 

35 (3) The Financial Agency may, by notice in writing given to any financial service 
provider, its financial representatives or related persons, require such person -

(a) to provide specified information; or 

(b) to produce specified documents. 

( 4) The information or documents requested by the Financial Agency must be pro-
40 vided or produced -
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(a) before the end of such reasonable period as may be specified; 

(b) at such place as may be specified; and 

(c) in such form or manner as may be specified. 

(5) The Financial Agency may require -

37 

(a) any information provided, whether in a document or otherwise, to be s 
verified in such manner, or 

(b) any document produced to be authenticated in such manner, as it may 
reasonably require. 

73. (1) A Financial Agency may carry out inspection of financial service providers at 
regular intervals. 10 

(2) The Financial Agency will record documents inspected and the finding of such 
inspections in a specified form. 

(3) The Financial Agency will publish regulations governing -

(a) the intervals at which a financial service provider may be inspected; 

(b) notice of inspection by the Financial Agency; 1s 

(c) the steps the financial servic~ provider has to carry out to enable the in-
spection; and 

(d) such other conditions as to enable the Financial Agency to collect accurate 
information about the financial service provider. 

( 4) The regulations mentioned in sub-section (3) must balance the requirement of 20 

the Financial Agef!cy with the requirement to prevent disruption in the busi­
ness of financial service providers or impose unreasonable burden upon finan-
cial service providers. 

CHAPTER 16 

FUNCTIONING OF THE FINANCIAL AGENCY 

74. (1) A Financial Agency must maintain a website or any other universally accessible 
repository of electronic information to -

(a) record and publish all information that the Financial Agency is obligated 
to record or publish; 

25 

(b) provide a copy of all rules, regulations, bye-laws enforced and all guid- 30 

ance issued by the Financial Agency, including all amendments to such 
rules, regulations, bye-laws and guidance; 

(c) provide information about the process and manner in which applications 
under this Act are to be made; and 

(d) provide material information about the functions of the Financial Agency. 35 

(2) All information published on the website or other repository of the Financial 
Agency must be in an easily accessible and text-searchable fonnat. 

(3) The board of the Financial Agency must review the quality of the website or 
other repository, based on international best practices, at least once every three 
~~. ~ 
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( 4) The board of the Financial Agency must publish the findings of the review 
under sub-section (3) with the annual report of the Financial Agency. 

(5) The Financial Agency may make regulations supplementing the requirements 
of this section. 

5 (6) Any information not recorded or published on the website or other repository 
of the Financial Agency will be presumed to not have been recorded or pub­
lished for the purposes of this Act. 

75. (1) Each Financial Agency is bound by the requirements of this section in its allo­
cation and use of resources. 

10 (2) Each Financial Agency must prepare a report of expenditure with respect to 
each of its duties and objectives for each financial year. 

(3) Each Financial Agency must maintain a transparent system of allocation of 
resources to carry out its duties and meet its objectives as stated in its report 

Allocation and use 
of resources by a 
Financial Agency. 

of expenditure under sub-section (2). •• · · • ~--~~~1~-~ 
,,.;.•.,.~·~i:;_-.;~I"'-

15 

20 

( 4) The Central Government may make rules requiring the Financial Agency to 
make additional reports of its expenditure. 

(5) At least once every three years, the board of the Financial Agency must review 
the qualiry of the report of the Financial Agency with the requirements of this 
section. 

(6) The reports under this section must be published with the annual report of the 
Financial Agency. 

76. (1) If any law requires the Financial Agency to carry out any function, the Finan­
cial Agency must develop a system to measure the efficiency with which that 
function was discharged. 

2: (2) The Financial Agency must measure its efficiency in relation to its functions, in 

30 

accordance with the system developed under sub-section (1), in a reasonable 
and objective manner, for each financial year. 

(3) The Financial Agency must determine goals for the discharge of each function 
for which it has developed a system under sub-section (1) for the financial year. 

(4) The Financial Agency must, at the end of each financial year, prepare a report 
comparing information from sub-section (2) with the goals that were set for 
the financial year under sub-section (3) . 

(5) The Central Government may make rules requiring the Financial Agency to 
35 make additional reports of its performance and discharge of functions. 

(6) At least once every three years, the board of the Financial Agency must review 
the quality of the report of the Financial Agency with the requirements of this 
section. 

(7) The reports under this section must be published with the annual report of the 
40 Financial Agency. 

(8) In this section, "reasonable and objective manner", in relation to the measure­
ment of a system, includes -

~ormance and 
efficiency of a 
Financial Agency. 
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(a) a system of me~st.irement that best rep~~sents:~ny fuh~tio1_i being mea-
sured; .· . . . . .. ' .. . . . . ·. ·. ·.·.. ' . ,_ . . . . . . . 

.:(b) a standardised system that allows. comparison.where possible; and . 

(c) where pqssible, numerical systems of measurement . 
. :'.: 

· 77.· (1) ·Each Financial Agency must furnish to the Central Government, at such time 5 

and in such manner and form as may be prescribed, 'or as the Central Govern­
ment may direct, SU\..l1 returns and statements, and such particulars in regard to 

. ~:-. 

any proposed or existing operations of the Council as the Central Government 
· maY, from time tb time, require: · 

(2) Th~ board -of the F~nanciaJ Agency must prep(lrE!. a~d submit. to the ,Central 10 

'Gbvemment ari annual report within riinefy days Hom 'the end ~of a financial 
year. · . .1· · · •·. . • 

(3) The arintial report !nust be in such~ma:imer and form as inay be prescribed; and 
must give atnie and foil accouritbf the performance of the Financial Agency . 
in the previous financial year, including ~ · ·. · · 15 

a review of the Firiandal Agency's activities in'relati6n to the discharge of 
its functions and the achievement' cifits objectives; · · ·· · · 

(a) 

(b) .alUnfotmation that is necessary to understand the discharge of functions 
· and the achievement of .the objectives ofth,e Financial Agenc:Yi that has 

been published by the Financial Agency; 20 

aUinfon;nation that tlwfinancial,Agency is requir~d to_ publish along with 
the annual report under this Act; . · · · 

(c) 

(d) a statement of the deliberations of the Financial Agericy, accompanied· by 
the records of meetings of the Financial Agency; 

a statement' indi2ating any statutorf oblfgatioh that. die Financi~l Age~~y 25 

. or the bcia~d bf the· Firiali'.cial .Agency' has not complied with, and reasons 
for such non-compliance; · ·· · ·. · ·· .· · 

(e) 

-• (j) a-statement by the chafrperson ofthe Financial Agency, iri relation to the· 
activities•and performance of the FinancialAge~cy; 

(g) a statement of ~ajofa:ctivitfes the Financial Agency will und~~take in the 30 
subsequ.E!nt financial year; and 

(h) •a.statementwhich any member of the board may wish to indtide. 

(4) A copy of the report received under sub-section (2) must be laid, as soon as 
·. possible after its receipt; before each House of Parliament. · 

(3) The audit by the government auditor will not include an audit of performance 
of the Financial Agency. 

( 4) The government auditor must -

(a) certify the accounts of the Financial Agency; and 
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(b) make an audit report. 

(5) The certified accounts and the audit report must be placed before the board 
of the Financial Agency and the board of the Financial Agency must record its 
observations on the audit report. 

5 (6) The annual report of the Financial Agency must include -

(a) certified accounts and audit report as provided unjer sub-section (4); and 

(b) the observations of the board of the Financial Agency under sub-section 
(5). 

(7) In relation to sub-section (1), the Reserve Bank, while preparing its financial 
10 statements, must comply with accounting standards to the extent that it is, in 

the opinion of the Reserve Bank Board, appropriate to do so, having regard to 
the objects and functions of the Reserve Bank. 

15 

20 

(8) In relation to the audit of the accounts of the Reserve Bank, the government 
auditor; will not audit -

(a) the deliberations, decisions or minutes of the Monetary Policy Committee 
under section 335, and the actions of the Reserve Bank under section 343 
in relation to implementing monetary policy decisions; 

(b) the transactions by the Reserve Bank under sections 345 and 346; and 

(c) any part of a discussion or communication between members of the Re­
serve Bank Board, members of the Monetary Policy Committee, and offi­
cers and employees of the Reserve Bank related to clauses (a) and (b). 

(9) In this section, "government auditor" means the Comptroller and Auditor­
General of India, or any other person appointed by the Comptroller and Auditor­
General of India in this regard. 

25 79. (1) Every Financial Agency must arrange for a review of its performance and op­
erations by a team of experts external to that Financial Agency. 

(2) The review must take place once every three financial years. 

(3) Every Financial Agency must make bye-laws in relation to the following mat­
ters regarding the team of external experts -

30 (a) the required composition of the team; 

(b) the process of selection; 

(c) the process of appointment; 

(d) the terms of service; and 

(e) the duration and terms of the review. 

35 (4) The Financial Agency must ensure that-

(a) the team of external experts include experts in the same field as that of 
the Financial Agency; arid 

(b) there is no conflict of interest between the team of external experts and 
the Financial Agency. 

40 (5) The review under this section must -

(a) be based on international best principles, as relevant; 

Review by external 
experts. 
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. . . . . . 

(b) give an opinion on whether the Financial Agency is suitably designed and 
operating effectively; and 

(c) identify good practices and make proposals for the Financial Agency to 
consider. · 

(6) The Financial Agency must ensure that the team of external experts has access s . 
to relevant information and resources as necessary to carry out .the review. 

(7) The board of the Financial Agency must, within one hundred and eighty days 
of the review .:.... 

(a) determine a programme of action to implement the report of the review, 
as appropriate; _ .. , . 10 

(b) publish the report of the review, including all opinions ·and proposals 

. c,,~,""~'''.fo;~)~~i~~~;~:~:;::~~?.""'anfr -" • .. ·· ':~ ':~, :'.: 
-=-~ ~ •. 
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80. The Central Government may make to a Financial Agency, grants or loarts of such· 
sums of money as it thinks fit for being utilised for the purposes of this Act. 15 

81. (1) A Financial Agency may levy arid collect fees, as required for the dischar e of 
· its functions under this Act, in the relevant manner specified under f' · · 

(2) In levying fees, the Financial Agency must take into considerati~n ~~~""~r more 
of the following factors, as may be relevant -

(a) the .nature, scope and size of business carried out by the financial service 20 

. provider; · 

(b) the requirement that the levy of fees does not constrain competition; 

· (c) the requirement that the levy offees is not disproportionate to the costs 
likely to be incurred by the Financial Agency in discharging the functions 
for the fees will be levied; and . 25 

(d) the financial requirements of the Financial Agency. 

82. (i) Each Financial Agency, and every member of board of a Financial Agency, of-
. fleer, and employee of a Financial Agency must maintain the confidentiality 

of any fina~cial regulatory data and other commercially sensitive information 
that is obtained or produced in the discharge of any of its functions under this 30 

Act, unless -

(a) any provision. of this Act permits or requires its publication or disclosure; 

(b) any other law or any agreement iifforce permits or requires its publication . 
or disclosure; 

(c) the person from whom it was obtained, and, if different, the person to ·. 35 

. whom it relates, consents; · 

(d) it is already available to the public from other sources; 

(e) it is in the form of a summary or collection of information so framed that 
it is not possible to ascertain from itinformation relating to any particular 
person; or 4o 

(j) it enables _or assists the Financial Agency or the Central Government to 
discharge its functions under this Act. 
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. . . 

(2) · The obligation under sub-section (1) extends to every nieinber appointed to an 
advisory council to the board of a Financial Agency. · 

(3) No violation under this ,Section is committed if the information is disclosed~ 

(a) in accordance with the exceptfons contained in sub-section (1); or 

5 (b) for the purpose of any legal proceedings, as may be directed by a body 
having appropriate jurisdiction. · · · · · 

(4) Nothing in this sectionwill be taken to be a restriction of the power of a public . 
au.thority to exemp: the disclosure of information under section. 8 of the Right 
to Information Act, 2005 (22 of 2005). 

;· .~-=.----:-: 
' 
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PART IV. 

FINANCIAL CONSUMER PROTECTION·. 

CHAPTER17 

OBJECTIVES AND PRINCIPLES 

83. The Regulator must discharge its functions and exercise its powers under this Part. 5 

with the objective of...,. 

(a) protecting and furthering the interests of consumers; and 

(b) promoting public awareness of matters relating to financial pro·ducts and 
financialservices. 

84. (1) The Regulator must have regard to the following principles while discharging · · 10 

its functions and exercising its powers under this Part -

(a) the level of protection required by a consumer and the level of care re" 
quired from. a financial service.provider, which .may vary depending on 

(i) the level of knowledge, experience and expertise of the consumer; 15. · 

(ii) the nature and degree ofrisk embodied in the financial product or . 
financial sei.-vice being availed by tne consumer; · 

(iii) the appropriateness of a financial product or financial seivice for 
different classes of consumers; and 

(iv) the extent of dependence ofthe consumer on the financfal service · 20 . 

provider; 

(b) consumers must ordinarily take responsibility for their transactional deci­
sions; 

(c) any obligation imposed on a financial service provider should be reason­
ably commensurate with the benefits for consumers, con.sidered in general 25 

terms, which are expected to result from the imposition of that obligation; 

(d) competition in the markets for financial products and financial· services is 
desirable in the interests of consumers and therefore - · 

(i) .· barriers to competition owing to adverse effects of regulatory ac-
tions-should be minimised; and . 30· 

(ii) there should be competitive neutrality in the tre"atrrient of financial 
senjce providers; · 

(e) facilitating access to financial products and financial services is desirable 
in the illterests of consumers; and . 

- r (f) innovation in financial products arid financial services is desirable in the . 35 

· intete.sts of consumers. 

(2) Ih interpreting this Part and in discharging its functions or exercising itS powers 
under this Part, if the Regulator perceives a conflict between any of the princi­
. ples contained in sub-section (1 ), or if more than one interpretation is possible, 
the Regulator must reconcile and manage the conflict giving preference to the 40 

principle which would be the most relevant for furthering its objectives under. 
this Part. · 
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(3) The Regulator must also take into account informatioQ received from the Re~ 
dress·Agehcy under section 123 while distharg4!g_its functions and exercisin·g 
its powers under this Part. .· · · · · 

CHAPTER18 

. · .. PROTECTION OF ~QNSUMERS . 

85. (1) A financial service provider must exercise professional diligence while entering 
into a financial contract or discharging any o~ligations under ii'. · · 

. . .. 

(2) In this section, "professional diligel1.ce"-means the standard of skill and care 
that a financial service provider would be reasonably expected to exercise to-i 

10 · wards a consumer, commen~urate with -

15 

20 

25 

30 . 

35 

(a) h.onest market practice; 
· (b) the principle of good faith; 

(c) the le'vel of kriowledge, e:x:perience and expertise of the consumer; . 

(d) the nature and degree of risk embodied in the financial product or.finan-
. cial:service being availed by the consumer; and · 

. (e) the extent of dependence of the consumer cm the financial service provide;:· 

86. (1) An unfai; term of a non-negotia~ed ~ontract wili pe. vciid. 

. (2) A i:erm is imfair if it-

(a) causes a significant imbafance in the rights and obligations of the parties 
under the financial contract,_ to the detriment of the ·consumer; and 

. . 

(b} is not reasonably ·necessary to protect the legitimate ~interests of the finan-
cial service provider. · . · · 

(3) The factors.to be taken into actount-~hile detem1iningwhether·a term is un-. 
fair, include - · .. 

(a) the nature of the financial product or financi~l service dealt with under 
the finaridal contraC:t; · · · · 

(b) the extent of transparency of tli.e term; 
(c) theextent to which the term allows a consumer to compare it.with other 

. financial contracts for similar financial products or financial servic~s; and 

(d) the- financial contract as a whole and the terms of any other contract· on 
·._ which it is depende_nt. 

( 4) The Regulator may specify an illustrative list of terms thai: ate considered to be 
unfair terms under tl}is section. · · 

· · (5) A tennis transparent if it - _ 

(a) is expressed in reasonably plain language that is likely to be understood 
. by the consumer;. . . 

(b). is· legible and p~esented clearly;. and 
(c) is r~adily availab!e. to the coiisumer'aJrected. bythe terni . 

(6) If a terrri of a financial contract is determined 'to be unfair under sub-section 
4o (3), the parties will continue to be bound by the remaining terms of the finan-

cial contract to the ext~nt that the financial contract is capable of enforcement 
without the unfairterm. 
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· 87. (l) In this Chapter, "non-negotiated contract" means a contract whose terms, other 
than the terms contained in section 88, are not negotiated between the parties 
to the financial contract andincludes-

(a) a financial conti-act in which, relative to the consumer, the financial ser­
vice provider has a substantially greater bargaining power in determining 
the terms of the financial contract; and 

(b) a standard foci contract. 

(2) In this section, "standard form contract" means a financial contract that is sub­
stantially· not negotiable for the consumer, except for the terms contained ih 

5 

section 88. 10 

(3) Even if some terms ofa financial contract are negotiated in form, the financial 
contract may be regarded as a non-negotiated contract if so indicated by -

(a) an overall and substantial [assessment of the financial contract; and 

(b) the substantial circumstances surroundingthe financial coi:ltract. 

(4) In a claim that a, financial contract is a non-negotiated· contract, the onus of 15 

demonstrating otherwise will be.on the financial s~rvice provider.· 

88. (1) Section. 86. does not apply to a term of a financial contra:ct if it -

(a) defines the subjectmatter of the financial contract; 

(b) sets the. price that is paid, or payable, for the provision of the financial 
product or financial service under the financial contract and has been ·20 

clearly disclosed to the consumer; or 

(c) is required, or expressly permitted, under any law or regulations. 
. .· 

(2) The exemption under sub-section (1) (b) does not apply to a term that deals 
with the payment of an amount which. is contingent on the occurrence or non~ 
occurrence of any particular event. 25 

89~ (1) Unfair conduct in relatiqn to financial products or financial services is prohib-
ited. . -

. . - . 
(2) In this Chapter, "unfair conduct" means an act or omission by a financial service . 

provider or its financial representative that significantly impairs, or is likely to 
significantly impair, the ability of a consumer to make an informed transac-
tional decision artd includes - · 

(a) misleading conduct unde.r section 90; 
. . . 

(b) abusive conduct under- section 91; and 

(c) such other conduct as may be specified. 

90. (lj C.onduct of ~'firi1~ncial service p~ovider orits financial representative in relation 
to a determinative factor is misleading if. it is likely to cause the consumer to · 

· take a transactional decision that the consumer would not have taken other~ 
wise, and the:conduct involves -

30 

35 

(a) providing' the consumer with inaccurate information or information that . 
the fihancial ·service provider or financial representative does not believe . 40 

· . to be true; or· 
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(b) providing accurate information to the ,consumer in a manner that is de­
ceptive. 

(2) In determining whether a conduct is misleading tinder sub-section (1), the 
following factors must be considered to be "determinative factors" ~ 

(a) the main characteristics of a fina~cial product or financial seryice, includ- . 
ing its features, benefits and risks to the consumer; . . · · ·· - · -· 

(b) the consumer's need for a particular financial product or financial service 
or its suitability for the consumer; · 

(c) the consideration to be paid for the financial product or fjnaricial service 
· or -the manner iri which the consideration is calculated; 

(d) the existence, exclusion or effect of any term in a financial cQntract, which 
_is material term in the context of that financial contract; ' 

91. (1) A conduct of a financial service provider or its financial representative in rela­
tion to a financial product or financial service is abusive if it -

· (a) involves the use of coercion or undue influence; and 

(b) causes or is likely to cause the consumer to take a traf).sactional decision 
that the consumer would not have taken otherv\rise. · 

(2) In deterrhining whether a conduct uses coercion dr undue influ~nce, ·the fol-
lowing must be considered - -

(a) the timing, location, natur~ or persistence of the conduct; 

(b) the use of threatening or abusive language or behaviour; 

. (c) the exploitation of any particular misfortune or circumstance of the con- . 
sumer, of which the financial service provider is aware, to· influence the 
consumer's decision with regard to a financial product or financial service; 

(d) any non-contractual barriers hnposed by the financial service provider 
where the consumerwishes to exercise rights under a financial contract, 
including-

(i) the right tb terminate the financi~l contract; 
(ii) the right to switch.to another financial product or another financiai · 

service provider; and 

(e) a threat to take any action, depending on the circuinstances in which the 
threat is made. · ·· · · · 

CHAPTER 19 

PROTECTION OF PERSONALINFORMATION 

92. In this -Chapter, "personal information" meai~s any information that relates to a 
consumer.or allows a consumer's identicyto be inferred, directly or indirectly, and 
·includes - · 

(a) name and contact information; 

(b) biomettk information:, in case of individuals; 
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(c) information relating to transactions in, or holdings of, financial products; 

(d) information relating to the use of financial services; or 

(e) such other information as may be specified. 

93. (1) A financial service provider must -

(a) not collect personal information relating to a consumer in excess of what 5 

is required for the provision of a financial product or financial service; 

(-b) maintain the confidentiality of personal information relating to consumers 
and not disclose it to a third party, except in a manner expressly permitted 
under sub-section (2); 

(c) make best efforts to ensure that any personal information relating to a 10 

consumer that it holds is accurate, up to date and complete; 

(d) ensure that consumers can obtain reasonable access to their personal in­
formation, subject to any exceptions that the Regulator m_~y specify; and 

(e) allow consumers an effective opportunity to seek modifications to their 
personal information to ensure that the personal information held by the 15 

financial service provider is accurate, up to date and complete. 

(2) A financial service provider may disclose pt>rc-onal information relating to a 
consumer to a third party only if -

(a) it has obtained prior written informed consent of the consumer for the 
disclosure, after giving the consumer an effective opportunity to refuse 20 

consent; 

(b) the consumer has directed the disclosure to be made; 

(c) the Regulator has approved or ordered the disclosure , and unless prohib­
ited by the relevant law or regulations, the consumer is given an opportu-
nity to represent under sucl1 law or regulations against such disclosure; 25 

(d) the disclosure is required under any Jaw or regulations, and unless pro­
hibited by such law or regulations, .the consumer is given an opportunity 
to represent under such law or regu lations against such disclosure; 

(e) the disclosure is directly related to the provision of a financial product or 
financial service to the consumer, if the financial service provider - 30 

(i) informs the consumer in advance that the personal information may 
be shared with a third party; and 

(ii) makes arrangements to ensure that the third party maintains the 
confidentiality of the personal information in the same manner as 
required under this Part; or 35 

(j) the disclosure is made to protect against or prevent actual or potential 
fraud, unauthorised transactions or claims, if the financial service provider 
arranges with the third party to maintain the confidentiality of the per­
sonal information in the manner required under this Part. 

(3) In this section, "third party" means any person other than the concerned finan- 40 

cial service provider, including a person belonging to the same group as the 
financial service provider. 

94. The Regulator may make regulations to -

(a) provide additional requirements for the collection, storage, modification 
and protection of personal information by financial service providers, in- 45 

eluding-
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.. (iJ the manner of maintenance ofrecords of personal information and 
the time-periods for which the records are to tie maintained; and 

{ii) the manner in which .records of personal information should be 
dealt with after the expiry of the specified period; · 

Cb) exempt a class of financial service providers from the application of all or 
· any portion of this. Chapter or modify the manrierin, cir extent to which, 
all or any portion_ of the Chapter applies to them, subject io any specified_ 
conditions; or . . 

. (c) establish mechanisms to ensure' that consumer~ have_ acc~ss to: and are 
- given an effective opportunitytQ seek modifications tb, their personal in-

formadon. · ·· ··. 

· ... < -

CHt\PTER20 

REQUIREMENT OF FAIR DISCLOSURE 

95. (1) ~ financi~Iservic~ provider -must ensu~~ fair dis~lcisure ci inforfuation that is 
likely to be required -by a consumer to make an informed transactional decision. 

_;. ~ - -

• . ' . .f· 

(2) In order to constitute fair-disclosure, the~information?1ustbe provided"'"' 

. {a} ~ufficiently b~for{the consu~er. ent~fs into a fin~ncial 'contr~ct, so as to 
allow th~ c~nsu~er reasonabl~· time to llndersta'nd the information; 

(b) _in writing and in~ manner that js Jikely to be understooc;l byacqnsumer_ 
belonging to a particular category; and - ·_ .· ' ; ; -. " ' • ' . '. ' .... 

' (c) :rn 'a rhanner' that enables the consumer' to ma~e i~asbirnble' coinparison 
. . ·:'of the firlaridal ;product' or firianciar seivic~ with other similar financial 

-·, :c.pro:ducts or financial setvl.ces. · -· , . . · -· 

(3) The' Reg~fator may specify the types ofin,foniiatic)p ttat-~us(be .disclosed to 
. a· consumer fa relation to a financial product or financiaJ seryice, which rn:ay 
include infomiation regarding - ._ - . _ · 

(a) main characteristies of the financial product .or financial.service, including 
its features,. benefits and riskS to.the consumer; 

(b) consideration to be paid for the -financial product or financial· se_rvice oi 
the manner in which the consideration is calculated; · __ 

(c) ie~isi:en'.ce, ,exclusioll dr effect of ahy terrh in th~ fin,~tt~ial prd<lh~t or ftna~·-·· . 
c~al'confract; ., - .. , '_- . ' . ' ... ·;~ .•. - ·._ •·' ' 

~ature, attributes and rights of the financial service provider,dncluding its 
identity, regulatory status and affiliatioll~; · -

(d) 

--.-, '(e) -~oritact details of the fihan'cial .Servicej)rovid~~-ai'i<l-t:he'methqps_of ~-om-' 
rril1nication to be' used betweenthe financial servjce provider ~nd. the con~ 

• •• - ·_- -- ,·: - :. - -. •'. "··. ,.-: .··-,. ·- .' 0 ~ 

sumer; 

. ·ff)·' rights bf th'e consum-eF t~ rescind a· fimm~ial ·~prttract within··, a. specified 
period; or ' · · - · · .- -

(g) rights of ·the consumer under ariy faWor regula'tioQS .. 
. : -- . . -. . . -' .. ~ . : . -'. ·'.". . . ,: .. - -. 

.. , . 

Initial disclosures. · 

96. (1) A_financial service.provider must provide a consumer thatis availing a finan~': Continuing 
· · ·. · . · · · disclo~ures. 
cial product or financial service provided by it; ·with the following continuing . 
disclosures.- - · . - ·· · · 

-.} -
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(a) any material change to the information that was required to be disclosed 
under section 95 at the time when the consumer initially availed the fi­
nancial product or financial serVice; 

(b) information relating to th~ status or performance of a financial product 
held by the consumer, as may be required to assess the rights or interests 
in the financial product or financial service; and 

(c) any other information that may be specified. 

(.2) A continuing disclosure must be macie -

(a) within a reasonable tirrie-period from the occurrence of any material change 
or at reasonable periodic intervals, as applicable; and 

(b) in writing and in a mariner that is likely to be understood by a consumer 
belonging to that category. 

(3) The Regulator may specify -

(a) the nature of information that must be disclosed on a continuing basis to 

5 

10 

a consumer that has availed Of a specified financial product or financial 15 

servi<;e; 

(b) the time-period within which continuing disclosures of information are to 
be made for a specified financial product or financial service; or 

(c) circumstances in which the consumer will have aright to terminate the 
financial contract upon a ·continuing disclosure being made. 20 

9'J, The Regulator may make regulations to -

(a) provide for the manner in which a disclosure of information relating to a 
financial product or financial service has to be rriade to a consumer; or 

(b) exempt a class of financial service providers from the application of all or 
any portion of this Chapter or modify the·manner in, or extent to which, 25 

all or any portion of the Chapter applies to them, subject to any specified 
conditions. 

CHAPTER21 

REDRESS OF COMPLAINTS 

98: (1) A financial service provider must have in place an effective mechanism to re- 30 

ceive and redress complaints from its consumers in relation to financial prod­
ucts or financial services provided by it, or on its behalf, in a prompt and fair 
manner. 

(2) A financial service provider must inform a consumer, at the commencement of 
relationship with the.consumer and at such other time when the information 35 

is likely to be required· by the consumer, of "-

(a) the consumer's right to seek redress for any compla.in~s,. ipcluding through 
the Redress Agency; and 

· .. (b) the processes followed by the financial service provider to receive and 
· redress. complaints from its consumers. 40 

99, (1) The Regulator must make regulations on the processes to be followed by a 
financial service provider to receive and redress complaints from its consumers 
in an effective manner. . 
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(2) The regulations must provide for -

(a) the proce1:s to be followed by a consumer to file a complaint with a fi­
nancial service provider anci the time-period within which the complaint 
must be filed; and 

(b) the process to be followed by a finaricial service provider to receive and 
redress complaints and the time limits for each step of the process. · 

(3) The regulations may, in addition, provide for -: 

(a) the time-periods and intervals at which information under section 98(2) 
-has to be provided; 

(b) the f~rm and manner in which information under section 98 (2) has to be 
provided, including a requirement to make the .information available ori 

· a financial service provider's website; 

(c) a requirement to maintain records of each complaint received bi a firian­
. cial service provider and the measures tclkenfor its redress; . · 

{d) a requirement to submit. periodic reports to the Regulat~r about the re­
ceipt and redress of complaint.s in the spedfied manner; 

(e) an alternate dispute. resolution mechanism for complaints in relation to 
specified financial products or financial services to be followed after, or in 
place of, the financial serVice provider's redress process; 

(j) the process to be followed where t:Wp or more financial service providers 
. may be-jointly responsible for the redress of a complaint; or -

(g) any other matter relev~nt to the redress of complaints.· 

CHAPTER22 

SUITABILITY 0!" ADVICE FOR RETA.IL CONSUMERS 

.. 25 Jl.00. (1) A retail advisor must- Assessment of 
· .. suitability. 

' . . . 

(a) make. all efforts to obtain correct and adequate information about the 
relevant personal circ;umstances of a retail consumer; and 

(b) ensure that the advice given is suitable for the retail consumer after due · .. 
consideration of the relevant personal circumstances of the retail con-

30 sumer. 
. . . . 

35 

40 

(2) Ifitis reasonably apparent to the retail advisor that the available_information 
regarding the relevant personal circumstances ofa retail consumer is incom­
plete or inaccurate, the advisor must warn the retail consumer ofthe conse- . 
quences of proceeding on the basis of i11:compiete or inaccurate information. 

(3) If a retail consumer intends to avail of a financial product or financial service 
that the retq.il advisor determines unsuitable for the retail consumer, the retail 
advisor- · 

(a) must clearly communicate its advice tg the retail consumer iri writing and 
in a manner that is likely to be understood by the retail consumer;· and · 

(b) may provide the financial product or financial 1:ervice requested by the re­
tail consumer only after complf..ng with clause (a) and obtaining a written 
acknowledgementfrom the retail consumer. · 

i ! _. 

. :1 
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Hn. (1) The Regula.tor must specify the financial products or financial services which 
may be provided to retail consumers or a class of retail consumers, only after · 
advice has been -given to them under section 100~ 

(2) The Regulator may specify -

(a) the type of enquiries that need to be made to dete~ine -the relevant per- 5 

sonal circumstances of retail consumers for a financial product or financial 
service; or 

(b) that certain types of communications issued by a financial service p"rovider 
to a retail consumer would not constitute advice for the -ptirpo_ses of sec~ 
tion 100. 10 

(3) The Regulator must take into account the following factors while making reg­
ulations under sub-section (1) ~ 

- -

(a) the extent to which the cost of seeking information about the relevant 
personal circumstances of retail consumers might restrict the access of 
retail consumers to the financial produtt or financial service; and 15 

(b) sufficiency of the disclosures made under sections 95 to 97 to allow retail 
consumers to assess the suitability of the financial product or_ financial 
service for their purposes. · 

].02. (1) A retail advisor must-

/ 
(2) 

(a) provide a retail consumer with information regarding any conflict of in- ._ 20 

terests, including any conflicted remuneration that the retail advisor has 
received or expects to receive for making the advice to the retail con-
sumer; and - -

(b) give priority to the interests of the retail consumer if the advisor knows, _ 
or reasonably ought to know, of a conflict between - 25 

(i) its own interests and the interests Of the retail consumer; or 
(ii) the interests Of the concerned {inancial service provider and iriter­

ests of the retail consumer, in cases where the advisor is a financial 
rE;presentative. 

The informati_on under sub-section (1) (a) must be given to the retail consumer 
in writing and in amanner that is likely to be understood by the retail consumer 
and -a written acknowledgement of the receipt of_ the information should be 
obtained from the retail consumer. 

30 

(3) The Regulator may specify - · 

(a) the circumstances in which a benefit received by a retail advisor would,- 35 

or would not, be considered to be a conflicted remuneration; or 

- (b) _the nature, type and structure of benefits permitted to be received by a 
retail advisor for a financial prod,uct or finaf1cial service; -

( 4) In this ~section, "conflicted remuneration" means any benefit, whether mone­
tary or non-monetary, derived by a retail advisor from persons other than retail 40 

consumers~ that could, under the circumstances, reasonably be expected to in­
fluence the advice given by the retail advisor to a retail consumer. 
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CHAPTER23 

OTHER POWERS AND FUNCTIONS OF THE .REGULATOR 

103. (1) The Regulator must-

5 

10 

15 

20 

25. 

30 

35 

(a) make reg~lations to carry ~utthe purposes of this Part; . 

(b) issue guidance to financialsei-vice providers in respect of any matt~r re­
ferred to in this Part or the regulations made under it, whether or not 

(i) the Part expressly requires or enables.the Regulator tC> make regu~ 
lations on such matter; or · 

(ii) a formal application seeking guidance has been made to it; 

(c) supervise, or cause to be supervl.sed, financial service providers to ensure 
compliance with the provisions of this Part and the regulations made un-
fu ~ . . . . 

(d) take appropriate ehforcement actions. to deal with the violation of the 
provisions of this Part or the regulations made under it; and 

(e) carry out financial awareness programmes. 

(2) The Regulator must make regulations within six months from the commence-
ment of this Part to provide - . 

. . 

(a) the amount under section 2(140) for the purposes of deterrriiningwhether 
a consumer is a retail consl1mer, which may vary for different financial 
products or finaneial services; 

(b) the manner of determining if the value of a financial product or of a fi~ 
nancial service rendered meets the value of the amount specified for the 
purposes of section 2(140); and· · 

(c) the net asset value and turnover for the purp~ses of section 2(61). 

(3) The Regulator may from time to time modify the regulations made under sub-
section (2). · 

H>4. (1) A financial service provider must ensure that.no individuai deals with con­
sumers in connection with the provision of a financial product or finaneial ser­
vice. by it or on its behalf, including as an employee or financial representative, 
unless that individual is registered with the Regulator. · · 

(2) The Regulator may specify- · 

(a) the situations .in.which an individual would, or would not, be considered 
to be worthy of dealing with consumers; · . · 

(b) the eligibility requirements to :be satisfied by .an individual in order to be 
registered in respect of specified financial products or financial,services; 

- - . . - ' '~ . 
or 

(c) a code of conduct expected to be followed by an individual who is regis­
tered in respect of specified financial products or financial services. 

40 105. (1) A financial service providt:r nmst file specified information with the Regulator 
in relation to .:.... 

(a) any financial product that it_pfOJ>OSeS to offer to consumers; or 
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(b) any material variation to a financial product already offered to consumers. 

(2) A financial service provider must riot offer a financial product referred to in> 
sub-section (1} to consumers unless -

(a) it has. Bled the specified information with the Regulator in respect of the 
financial product; and 

(b) a period of sixty days has elapsed from the date of filing of the specified 
information with the Regulator. · · 

(3) The Reguiator may seek any additional information or clarifications in relation 
to the product from the financial service provider during the period of sixty . 

5 

days and the financial service provider must provide the same. 10 

( 4) If the Regulator does not seek any additional information. or clarifications, the 
financial service provider can commence offering the .product to consumers 
after the expiiy of the period of sixty days. 

(5) The Reglilator must specify -

(a) the information required to be filed with it in relation to. any financial 15 

product or a material variation to a financial product; and 

(b) what would, or would not, constitute a material variation to a financial 
··product. 

106. (1) The Regulator may specify -

(a) the terms and conditions that are to be, or are not to be, included in finan- 20 

cial contrads with specified consumers for specified financial products or 
financial services; or 

(b) restrictions on invitations or inducements to enter into financial contracts 
with specified consumers for specified financial products or financial ser­
vices. . 

(2) Any regulations made under sub-section (1) inust be accompanied by a state­
ment explaining -

(a) the other interventions made or considered by the Regulator to address 
the concerns sought to be addressed through the regulations; and 

25 

(b) the reasons why such other interventions were or would be insufficient, in · 30 

the view of the Regulator, to addre_ss the concerns sought to be addressed 
through the regulations . 

10/. (1) 
0 

Any act or omission by a financial representative of a financialservice provider, . 
ih connection with the provision of a financial product or financial service on · 
behalf of the financial service provider, will also be deemed to be an act or 
omission by the financial service provider. · 

(2) Nothing contained in ·sub-section (1) will make a financial s.crvice provider 
· responsible for an offence committed by a financial representative. 

CHAPTER24 

REDRESS AGENCY 

108. (1) The Redress Agency will redress the complaints of retail consumers, received 
directly or forwarded by the Regulator, in cases where -

35 

40 

- .- -.--.- --- --·--- -·-------- ------ -- ----
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(a) the complainant has already made a complaint to the respondent and -

(i) the respondent has failed to resolve the complaint within the time­
period specifiea by the Regulators; or 

(ii) the complainant is not satisfied with the resolution of the complaint 
by the respondent; 

(b) proceedings concerning the subject-matter of the complaint are not pend­
ing before any other competent court, tribunal or other authority set up 
by or under any other law for the time being in force; and 

(c) a final order on the subject-matter of the complaint has not been made by 
any other court, tribunal or other authority. 

(2) The Redress Agency may in exceptional circumstances accept a complaint even 
if the conditions under section (l)(a) have not been satisfied. 

(3) The Redress Agency must discharge its function in a fair, informal, economical 
and expeditious manner, through -

(a) mediation between the complainant and respondent to arrive at a volun­
tary settlement of the complaint; and 

(b) if a complaint is n9t redressed through mediation, adjudication of the 
complaint. 

(4) The Redress Agency must ·put in place adequate systems, processes and in-
20 frastructure to enable it to discharge its functions in an efficient and effective 

manner. 

25 

30 

35 

109. (1) The following powers must be exercised by the Redress Agency Board and 
cannot be delegated to any other person -

(a) making the bye-laws of the Redress Agency and regulations under section 
117; 

(b) appointing adjudicators under section 110; 

(c) adopting the annual budget of the Redress Agency under section 122(1) (a); 
and 

(d) adopting the annual report on the discharge of the Redress Agency's func­
tions under section 123. 

110. (1) The Redress Agency must appoint adjudicators having appropriate qualifica­
tions and experience, in accordance with its bye-laws. 

(2) Adjudicators appointed by the Redress Agency must be persons of ability, in­
tegrity and standing who have -

(a) shown capacity in dealing with consumer protection issues, including re­
dress of consumer disputes; or 

(b) knowledge and expertise in the fields of law or finance. 

(3) The terms of appointment of a person as an adjudicator must ensure the inde­
pendence of the person appointed. 

40 ( 4) The powers and functions of adjudicators under this Part may not be delegated 
to any other person. 
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CHAPTER25 

PROCEEDINGS BEFORE THE REDRESS AGENCY 

Screening o.f 
111. (1) A complaint that is received directly by the Redress Agency or forwarded by complaints. 

the Regulator must be screened before it is referred for mediation. 

(2) The Redress Agency may dismiss a complaint upon screening, or at any later 5 
time when the relevant information comes to its knowledge, on any of the 
following grounds -

(a) the complaint does not satisfy the conditions contained in section 108 (1); 
or 

(b) the complaint is prima facie frivolous, malicious or vexatious. 10 

(3) A dismissal of a complaint by the Redress Agency must be accompanied by a 
statement in writing giving the reasons and grounds for the dismissal. 

( 4) A complaint that is not dismissed under this section must be referred to a 
mediator for mediation. 

;:;;::.-
(5) If a: complaint is allowed to proceed for mediation under sub-section ( 4) no le- 15 

gal proceedings concerning the subject~matter of the. complaint can be brought 
before any other court, tribunal or other authority while the matter is pending 
before the Redress Agency. 

Mediation and 112. (1) The mediator must assist the .complainant and respondent to arrive at a volun-settlement process. 
tary settlement of the complaint. 20 

(2) If the complainant and the respondent arrive. at a settlement through medi~ 
ation, the mediator must record the settlement in writing in the form of a 
settlement agreement to .be signed by the complainant, respondent and the 
mediator. 

(3) A complainant may challenge the settlement agreement before an adjudicator 25 
only on the ground that the consentto the settlement agreement was obtained 
by coercion, undue influence, misrepresentation or fraud. 

(4) The settlement agreement, unless it is determined to be invalid by the adjudica-
tor, Will be binding on the complainant and respondent and will be enforceable 
as though it were a decree of a civil court. 30 

(5) A complaint will be referred to an adjudicator for determination if any of the 
~ following events occurs and the complainant has not withdrawn the complaint 

(a) a settlement agreement has not been arrived at within the time limit set 
out under the regulations; 35 

(b) the mediator is of the view that a settlemends not possible in the facts 
and circumstances of the case and informs the complainant and the re-
spondent in writing of the decision along with reasons; or 

(c) a settlement agreement is fo~nd by an adjudicator to be invalid under 
sub-section ( 4). 

40 

Determination by 113. (1) An adjudicator to whom a complaint has been referred must -adjudicator. 

(a) examine the complaint, in accordance with the regulations made in this 
regard; 
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(b) determine the coin plaint with reference to· what is equitable in· the cir­
cumstances, with due regard to -

· (i) the provisions of this Act and the regulations, bye~laws and guid~ 
ance under it;. · · 

Jii) · the terms of the financial contract between the complainant and the 
respondent, which forms the basis of the: complaint; 

(iii) any code of conduct applicable to the respondent; and 
(iv) past determinations made by the Redress Agency ii1 similar cases; 

and . 

(c) communicate the determihation inade by· the adjudicatbr to the co~­
plainant and the respondent, in writing, in the form of an adjudication 
order. . · 

(2) The adjudication order must -

(a) set ~utthe reasons for the determination; 

· (b) be signed by the adjudicator; and 

(c) inform the complainant and the respondent of theirright to appeal against 
the. adjudication order before the· Tribunal. · 

- . . . . -

(3) If the adjudicator determines a complaint in favour of the complainant, the 
adjudication order may -

. (a) make an award against the respondent ofsuch amount as the adjudicator 
considers fair compensation, subjei:t to the limits provided in .the regula­
tions for any ~ 

(i) financial loss suffered by the complainant; or 
. (ii) loss or damage caused on account of material distress or material . 

inconvenience suffered by the complainant; or 
(b) direct that the respondent take such steps in relation to the complainant 

as the adjudicatorc6nsidersjust and appropriate. 

( 4) An adjudication order. providing for compensation may also provide for the 
amount payable under the award to bear interest at such rate and from such 

30 date as set out in the award. · . . . - . ; ' 

(5) An.adjudication order is ehforceable in the·same maQner as though it were a 
decree 6f a civil court. 

114. Any person aggrieved by an adjudication order may challenge it in appeal before 
the Tribunal. · · 

Appeal to the 
Tribunal. 

35 115, No court, tribunal or other authority will hear a claim on an issue that relates . Finality oforders. 

directly and substantially tb the subject-matter of a complaint on which an adjtic 
dication order has been made under section 113, except an appeal under section 

. 114. . 

116 .. Any wilful contravention of an adjudication order made by the Redress Agency is 
40 punishable as a Class B offence under this Act. · 

CHAPTER26 

REDRESS AGENCY'S PROCEDURES 

117. (1) The Regulators must make regulations to provide for -

Offence. 
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Adjudicators vested' 118, 
With powers of civil· 
court. 

(a) the time limit within which a complainant has to submit a complaint to 
the Redress Agency or to the Regulator and the circumstances in which 
the time limit may be extended by the Redress Agency; and - · 

(b) the monetary limit ori the award of compensation that may be made by 
the Redress Agency, which may contain - - 5 

(i) different limits for different kinds of complaints; or . 
(ii) ·lower sub-limits for compensation awarded on the grounds of dis-

tress or inconvenience suffered by a complainant. · -

(2) Except as contained in sub-section (1), the Redress Agency must make regu­
lations to provide for the procedure to . be followed for receiving, screening, 10 . 

mediation and adjudication of complaints. · 

(3) . Regulation~ made under _sub"section (2) may, among other things -

(a) fix the time-periods for the internal proceedings of the Redress Agency; -

(b) provide for the circumstances in which a complaint would be accepted by 
the Redress Agency even if the condition under section 108(1) (a) has not 15 

been satisfied; 

(c) provide for the reference of a complaint, in identified circumstances and 
with the consent of the complainant, to another body, as may be provided 
in the bye-laws, with a view to its being determined by that body instead 
of the. Redress Agency; · . 20 

(d) provide a list of matters which are to be taken into account by adjudicators 
in determining whether an act or omission: was fair and reasonable; 

(e) make provision as to the evidence which may be required ot admitted, 
the extent to which it should be oral or written and the consequences 
of a person's failure to produce any information or document which that 25 

person has been required to produce; · 

(j) provide for the circumstances and the manner in which an adjudicator 
may award costs; 

(g) provide for the fees to be levied from financial service providers under sec-
tion 122(1) (b) for the establishment and operation of the Redress Agency; · 30 

and 

(h) provide for the fees payable by respondents to the Redress Agency under 
section 122(1) (c), which may vary for different kinds of complaints. 

The adjudicators are not bound by the procedure laid doWl1 by the Code of Civil 
Procedure, 1908 (5of1908) but have the.same powers as a civil court does under 
the Code of Civ.H Procedure, 1908 (5 of 1908) in respect of -

(a) summoning and enforcing the attendance of any person and examining 
them on oath; 

(b) requiring the discovery and production of documents; 

35 

(c) receiVing evidence.on affidavits; 40 

(d) issuing commissions for the examination of witnesses or documents; -

(e) reviewing its decisions; 

(j) dismissfng an application for default or deciding it ex parte; 

(g) setting aside any order of dismissalof any application for default or any 
order passed by it expdrte; and 45 

(h) any other matter that may be specified qy. the Regulators. 
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119. (1) The Redress Agency must make use of modem technology to improve access Use of technology. 
· to the Redress Agency and to enable it to discharge its.functions in an efficient 

manner. 

5 

10 

' ' 

(2) The use of modem technology will include us~ of mechanisms that allow -' 

(a) parties to submit documents and. information to the Redress Agency through 
electronic means; · . . . . 

(b) parties and other c~ncemed persons to participate in the processes of the 
· Redress Agency from remote locations without being physically present;·· 

(c) electronic filing.and management of complaints; 
' ' 

(d) use of automated systems for scheduling thehearihg of complaints; and 

· (e) providing of electronic access to complaint-related information to the par~ 
' ' ties to a complaint. ' ' ' ' ' ' 

(3) If a complainant accesses the Redress Agency using a mechanism that allows 
parties to. participate in the processes ·of the Redress Agency from remote loc 

15 cations without being physkally present, the respondent must also access the 
Redress Agency in the same manrier. , 

CHAPTER27 

OTHER PROVISIONS GOVERNIN~ .THE REDRESS. AGENCY 

·- . . 
· · Costs. The adjudicator has the power to award reasonable costs against the respon~ · 120. (1) 

20 dent anq in favour of the complainant or the Redre.ss Agency, for the purpose of 
providing a contribution to resources>deployed in dealing with the complaint, 
if in the opiilion of the adjudicator, the respondent's conduct was improper or 
led to an unreasonable burden on the complainant or the Redress Agency. 

. (2) The adjudicator has the power to award reasonable costs against the com-. 
25 plainant and in favour of the· Redress Agency, for the purpose of providing 

a contribution to 'resources deplciyed in dealing with the complaint, if in the 
opinion of the adjudicator, the complaint is found to be without foundation or 
merit or the complainant's conduct was iinproper_or led to· an unreasonable 
burden ori the respondent or the Redress Agency. 

30 (3) The adjudiCatormaY, while making an ,award of costs,·order that the amount 
.· ·payable under the awarq bears interest at a rate and as from a date stated in 

the adjudication order. . · · ' 
. . . - . ; . 

(4) An amoui-it due under an award maC:le in fav~ur ofthe.Redress Agency is re~ 
coverable as a debt due to the Redress Agency. ··· 

35, 121. (1) The Redress Agency may, by notice ·in writing given to any person who.is a 
party to a complafut, require that person to provide any required information 
or documents which the Redress Agency considers necessary for the determic 
nation of the complainL · · 

- . " .. 

(2) The information or documents must be provided or produced -

40 .· (a) before the end of such reasonable period as ma:y be required by the Re~ · 
dress Agency; and · 

(b) in the cas~ of information, in such manner or'form as may be required by 
.. the Redress Agency. •· 

· Power to call for 
information. 

..• =-
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122. (1) Funds for the establishment and operation of the Redress Agency will consist 
~- . . 
(a) allocations made by the Central Government of such sums of money as 

it thinks fit, based on the annual budget to be prepared by the Redress 
Agency and submitted to the Central Government before the .start of each . 
financial year; 

(b) fees collected from financial service providers, in the manner provided 
under regulations made by the Redress Agency; 

(c) fees collected from respondents, in the manner provided under regula­
tions made by the Redress Agency; and 

(d) costs imposed on the parties under section 120. 

(2) The Redress Agency musttake into accountthe expenditure expected to be in­
curred by it in. carrying out its functions and the funds available· from other 
sources while determining the amount of fees payable by finandal service 
providers for fundingthe Redress Agency. 

(3) The Redress Agency may collect the fees under sub-section (l)(b) through the 

Regulator. 

123 .. The Redress.Agency must, through the Data Cen<.:r~, share information on com- · 
plaints received, considered, settled and determinedby it, with the Regulator on 
an ongoing basis, in order to facilitate the Regulator in effectively carrying out its 
functions. · 

124. (1) Prior to the commencement of each year, the Regulators must, in consultation 
with the Redress Agency, determine -

(a) the productivity, timeliness and service quality targets expected to be 
achieved by the Redress Agency in that year; 

(b) the acceptable level of deviation from the targets determined under sub­
. section (a); and . 

(c) the systems to be used to accurately measure the functioning of the Agency. 

(2) The targets and systems determined under sub-section (1) must -

(a) promote transparency; 
(b) provide an accurate representation of functioning of the Redress Agency; 

(c) consider the requirements of persons appearing before the Redress Agency; 

(d) provide objective methods of measurement where possible; 

(e) p~ovide subjective methods of measurement where objective measure­
ments are not possible; and 

(j) incorporate global best practices in the measurement of functioning of 
bodies set up to address consumer complaints. 

(3) The targets under sub-section (1) (a) may include targets relating to -

(a) ·the average cost per complaint expected to be incurred by complainants, 
respondents or the Redress Agency; 

(b) the number of complaints expected to be processed by the Redress Agency 
within a given time-period; or 

5 

10 

15 

20 

25 

30 

35 

40 



5 

10 

15 

20 

25 

30 

35 

40 
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(c) the average time expected to be taken by the Redress Agency for process­
ing a complaint. 

(4) The Redress Agency must publish -

125. (1) 

(2) 

126. (1) 

(2) 

(3) 

127. (1) 

(2) 

(a) the targets and systems determined under sub-section (1); and 

(b) details of the Redress Agency's performance against the targets and sys­
tems determined under sub-section (1 ). 

In addition to the requirements contained in section 77, the annual report of 
the Redress Agency must contain -

(a) a review of the Redress Agency's performance against the targets and sys-
terns determined under section 124; and 

(b) any other requirements specified by the Regulators. 

If the Redress Agency fails to achieve a target determined under section 124 
and the extent of deviation exceeds the acceptable level determined under that 
section, the annual report must include an explanation containing reasons for 
the failure to achieve the target and the actions intended to be taken by the 
Redress Agency to remedy the situation. 

CHAPTER28 

FINANCIAL AWARENESS 

The Regulator must undertake measures to promote financial awareness. 

In this Part, "financial awareness" means the understanding and knowledge of 
members of the public regarding financial matters, including, the -

(a) benefits of financial planning; 

(b) rights and protections available to consumers of financial products and 
financial services; and 

(c) features, costs, risks and benefits of different financial products and finan-
cial services. 

The Regulator may, in discharge of the financial awareness function, make 
regulations to -

(a) support the doing by other persons of anything that it considers would 
enhance financial awareness; or 

(b) arrange for other persons to do anything that it considers would enhance 
financial awareness. 

The Regulator may establish a separate body corporate to carry out the promo-
tion of financial awareness. 

If the Regulator decides to establish a financial awareness body, it must -

(a) take such steps as are necessary to ensure that the financial awareness 
body is, at all times, capable of discharging the function of promoting 
financial awareness; and 

(b) provide services to the financial awareness body which the Regulator con­
siders would facilitate the promotion of financial awareness. 

Annual report of 
the Redress Agency. 

Duty to promote 
financial 
awareness. 

Power to establish 
a financial 
awareness body. 
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128. (1) The Regulator must ensure that it has in place appropriate mechanisms to 
achieve and monitor the achievement of the financial awareness objective, 
which include -

.J 

(a) the inclusion of a budget relating to financial awareness in its annual 
budget; and 5 

(b) the inclusion of an annual plan relating to financial awareness in its finan-
cial plan, which must set out -

CO the targets of financial awareness for the year, which should, to the 
extent possible, be in the form of quantifiable targets; 

(ii) relative priorities of each of the targets; 
(iii) measures planned to achieve the targets; 
(iv) the manner in which the extent of achievement of each of the tar­

gets is to be determined and monitored; and 
(v) the allocation of resources towards implementing each of the tar-

10 

gets. 15 

(2) In addition to the requirements contained in section 77, the annual report of 
the Regulator must include -

(a) details of the extent to which the targets for the year, as mentioned in the 
annual plan, have been met; 

(b) an explanation containing reasons for any failure to achieve the targets 20 

stated in the annual plan and the actions intended to be taken to remedy 
the situation; and 

(c) details of its latest accounts relating to the cost of pursuing the financial 
awareness function. 

(3) The Regulator must publish details of its performance against the financial 25 

awareness targets det-ennined under sub-section (l)(b)(i) . 

CHAPTER29 

ADVISORY COUNCIL ON CONSUMER PROTECTION 

129. (1) The Regulator must establish and maintain a Consumer Advisory Council to 
carry out the functions under section 49 while representing the interests of 30 

consumers. 

(2) The functioning of this advisory council will be in accordance with Chapter 12, 
other than in the aspects provided here. 

(3 ) The Consumer Advisory Council will consist of a minimum of five and a maxi­
mum of nine members who are consumers or persons representing the interests 35 

of consumers, to be appointed by the Regulator. 

(4 ) The Regulator must ensure that the membership of the Consumer Advisory 
Council gives a fair degree of representation to experts in the fields of personal 
finance and consumer rights. 

(5) While appointing the members of the Consumer Advisory Council the Regula- 40 

tor must also take into account the need to ensure proper geographical repre­
sentation from across the country. 
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(6) The Regulator must appoint one of the members of the Consumer Advisory 
Council to be the chairperson of the Consumer Advisory Council of the Con­
sumer Advisory Council. 

130. (1) The Regulator must take into account any representations or reports that are 
5 made to it by the Consumer Advisory Council in discharge of its functions. 

(2) If the Regulator disagrees with a view expressed, or proposal made, in the rep­
resentation or report, it must give the Consumer Advisory Council a statement 
in writing of its reasons for disagreeing. 

CHAPTER 30 

10 INTERACTION BETWEEN THE COMPETITION COMMISSION AND THE REGULATOR 

131. (1) The Competition Commission may submit its comments on draft regulations 
issued by the Regulator for public consultation under Part III. 

(2) The Regulator must take into account any comments that are submitted to it 
by the Competition Commission. 

15 (3) If the Regulator disagrees with any comments made by the Competition Com-
mission, it must give the Competition Commission a statement in writing with 
its reasons for disagreeing. 

Role of the 
Consumer Advisory 
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132. (1) This section applies where the Competition Commission is of the opinion that Repon by the 
Competition 

a negative effect has been created, or is likely to be created, on account of - commission. 

20 

25 

30 

(a) a regulatory provision or practice of a Regulator or a combination of reg-
ulatory provisions or practices; or 

(b) a feature, or a combination of features, of a market that could be dealt 
with by regulatory provisions or practices. 

(2) In this section -

(a) "negative effect" means the prevention, restriction or distortion of compe­
tition in a market for financial products or financial services; 

(b) "regulatory provision" means any regulations, guidance or code issued by 
the Regulator under this Act; and 

(c) "feature of a market'' means -

(i) the structure of a market for financial products or financial services 
or any aspect of that structure; and 

(ii) the conduct, whether or not in the market for the concerned finan­
cial products or financial services, of financial service providers or 
consumers. 

35 (3) If the conditions contained in sub-section (1) are satisfied, tht! Competition 
Commission must submit a report to the Regulator stating -

(a) details of the Competition Commission's findings on the negative effect; 
and 

(b) its recommendation on actions to be taken by the Regulator. 
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133. (1) The Regulator must, within the period agreed to between the Regulator and the 
Competition Commission, provide a response to the Competition Commission 
stating how it proposes to deal with the Competition Commissions report. 

(2) The response must state -

(a) whether it has decided to take any action, or to take no action; 5 

(b) if it has decided to take action, what action it proposes to take; and 

(c) reasons for its decisions. 

(3) The factors to be taken into account by the Regulator while deciding its re­
sponse must include -

(a) its principles, objectives and functions under the relevant Part to which 10 

the matter relates; 

(b) representations made to the Regulator in connection with the matter by 
any person appearing to the Regulator to have a substantial interest in the 
matter; and 

(c) any cost benefit analysis prepared by the Regulator in relation to the reg- 15 

ulatory provision or practice that is the subject of the Competition Com­
mission's report. 

(4) The response must be -

(a) submitted to the Competition Commission; and 

(b) published by the Regulator, along with the Competition Commission's re- 20 

port. 

134. (1) If after the Competition Commission has made a report under section 132 and 
the Regulator has submitted its response under section 133, the Competition 
Commission continues to remain of the opinion that a negative effect is created 
under section 132(1), the Competition Commission may issue directions to the 25 

Regulator requiring it to take particular actions to remedy the negative effect. 

(2) fr the Competition Commission issues a direction to the Regulator under this 
section, it must publish a statement containing details of the direction issued 
with reasons and submit a copy of it to the Central Government. 

(3) The Central Government must have a copy of the directions issued by the Com- 30 

petition Commission laid before the Parliament. 

135. (1) The Competition Commission must make a reference to the Regulator when it 
undertakes any proceedings under the Competition Act in which at least one 
of the parties is a financial service provider. 

(2) The reference must contain - 35 

(a) details of the circumstances relating to which proceedings are being un­
dertaken by the Competition Commission; 

(b) any particular issue relating to the proceedings on which the Competition 
Commission requires the Regulator's inputs; and 

(c) any other matter agreed to between the Regulator and the Competition 40 

Commission. 
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(2) The memorandum of understanding must provide for -

(a) the period -within which the Regulator must submit its response to the 
Competition Commission under section 133; 

(b) the detailed process for references to be made by the Competition Com­
mission to the Regulator and by the Regulator to the Competition Com­
mission under sections 135 and 137; 

(c) the process for appointment of a nominee by the Regulator as non-voting 
member of the Competition Commission under section 136; 

5 

(d) process for co-ordination between the Competition Commission and the 
Regulator in relation to the review of any combination involving a finan- 10 . 

cial service provider, under this Act; · 

(e) exchange of information between the Competition Commission and the 
Regulator; · 

(j) the manner in which a market will be identified for-the purposes of this 
~~ ~ 

(g) any other matter that may be agreed to between the Regulator and the 
Competition Commission. 

(3) The Regulator and the Competiticm Commission may agree to revise the terms 
of the memorandum ·of understanding from time to time. 

CHAPTER31 

EFFECT ON OTHER LAWS 

139. (1) The Central Government may, by notification, puvide that nothing contained 

20 

in the Consumer Protection Act, 1986 (68 of 1986) will apply to a retail con­
sumer in respect of any complaint covered under this Act, in such parts of In- · 
dia, as considered necessary, from such date as may be notified by the Central 25 

Government. 

(2) A notification under this section may be issued by the Central Government if it 
is satisfied that -

(a) the number of complaints being referred to the Redress Agency under this 
Act are significantly higher than the complaints referred to the· consumer 30 

courtS established under the Consumer Protection Act, 1986 (68 of 1986); 

(b) the Redress Agency is effectively discharging its functions under·this Act; 
and 

(c) the issuarice of the notification will not cause a significant detriment to 
the interests of retail consumers. · 35 



. ~--;. 

.66· .. 

-: --

·,".·. 

·- -:r 
;: .:· 

.... ! 
•.··i 

' : CfIAPTER.32 
·•. i 

i 

... oBSEc.TIVES·A~iD~·;~1NC-1PL~s. ' ... --
.· ' . . ,· 1 · . ' ; . . 

... ',--

. < 

_., ,· ·' 

-· : ' ... 

. : \· 

s 140. (1) The Regµlator m~st.dis.~~arg~i~ fuhcti~ns and~eQerd~e its p~ireis under this:·.bbjectives.·· · < Part \\Titli ;rhe. obj~cdve '.~fl~ · · · · . • . · · · · · · · · - · · 

·(a) ._ piofuoting the -safeti. and ·soupdne.ss'.of regulated :persons;. and_ . 
. · .. :.·.'. ' ·._ '._.1.: ...... •·: .. · .. •. • .... ' .. _ _. .-"· .• "' " .. 

. · (b) contributing to the,stabilityand resilience of the financial.system. 
- 1- • • • -

·•... . . ,._ . , ·I ... -. .... . . . . . . , . .. . , , 

(2) . The objecti~e ·of promotfhg·the safety al1cl.'soundness.of regulated per~ons ~~~t · 
. be advanced in a manner; that se~kS,to ~ . · · · · · '. · . · c . · .• ; 

'-:.. ' '.·1 

. • (a) ensl1re:that the ciff~irs ofregulated persons. ar~ organised; o'V-ets~en and. ; 
. managed in a maiin~r thafenables theinto discharge the .oblig'atioiis owed; • 
to th~irconsitmer~;.~rid · .. · . . : : .. · :< · ... : ·: . .. .-•· • ·. ·, : 

niairitain the;prob(ibility ofJaHur~ ofregt1lat~d persons withih a level ~c~.· 
c:ept~ble to ~e-Re~lator.<~; : · · · · · - · · · · ·· ·. < 

.......... ·.· .. (3) · Ill tlils. ~et'tlott; "failure' 'oi a :re&tilai:ed perso~,;. mearts :'.'. .. · . 
. . . . ::_;.-:" > ...... ,:, : i . >: :·· ··:,: .: .• .··. :· .... · .. . c' '··. • 

. (a)''the regulated persdri being unable to meet liabiljties as they fall due; or 
·, . - ·- .. . ' . !. . .· .- '· .· ... ' - - .. -. . .- - ' .. - ... _- « .. . . 

.. ;(b) ana~:.tion befog inW~ted under Part VII to address a nskto the viability o( •.. ·. 
the:regulated persoq. ·· · · · · · . · · ..... 

- ,,:_-, .. ·,. . [- -.. ~ ;<> 

.141. :\1r TheReitilgtof mu~t t~ke !in~d accotlrihhe .. f~llo~i~g 'prin~i~~es\~i}i1e dis~harg-'~ 
. - · ing its -functions and exercisillg its powers under this Part - . . .. . 

- - I - , - :_:: __ : 

,· . .:- ..... . ... " ... ::r . . .. -: .... >.- .. . . I".-.. .. . ... _ .... , . . · .. 
· ... (a) ariy/<?bligati6n imposed:on regulated persons, shoµld be proportionate. to' 

~,,.·~.--.-;·c·. ·.·· >-~\..J>~:··:'.'· • ,'_•:.::":-.. • • .• ·' ._ • .-• - c., __ 

(i) th¢ nature,. sc_~e aha coriipiexity- of th~ risks inheretjt in th~ regil-;, 
lated: activity''being carried' on' by the regulated. person;c' '. . . . . . . : 

Cid. the J.llanne·r. irilwhi~.h the regulated actiVity r~ on theJ~ctots con~ • · 
. . ~tallied in sedic:in i S l(l) (b}; and · ;:- _ .· ·_ . 

•. : '(iii) .in cas~ ~f ~~&Jl~ted. pers~~~- that are Systemically Imppr~a~t Finan-
. · • · :·:cial · Institu~fo6s, •the· relevance ,bf the .regulated pe·r~on for the .. sfa7 .. : ·· · 

~a~:;~[~;s;1~a~t::.:,:,~;llnpletll~n'.fcl~n·of reg:c.· 

person~· wlio ccmttol;.~:Vet;~~ and m~nag~ the. affafrs of ~egt11~ted pers~ns ··· · 
_ !Iltistshare the_n~spbnsiqilitf.ofensuring the safety and soun9ness of ~e: _-

reg1llafod person.s; .. [. · · · · · · : ·." · .. 
·:··._ . . ._ •-. I._ ... _ • , ..... ;-_:._ . . : . .. ; .. ._.·".>· .. "·• . .:· - : . . ·,· 

- .•. ,; ; .. (d) rriinimisation ·0011.consistencfes'iri .. the regt,Ilatoryappl"oach towards regu--· .. 
. ' . ;, ; lated ad:iVities that are· similar in I1ature or p6se :s'imilar i-isks :tolhe fulfil~·.·: 

,. irie~f ofthe R€'.gulatpr's phjectives under this·Parr;; ,_ ·" .' - · -. · · 

I - L ~. • 

. __ ' 

-.. -

. ' · ... ,_ 

.. ;., 

.. ' 

.: ;_~ 

.... -~." 

· .. --.:~~:~~~t~~~:fll~~~~·-;:t~~(1~:~~0!~[!0~~~~~~0c~~~~:~~;:u~~~~<---~~~~· 
·._ -~. froin the irllpositioniof that~obligation; .· · · ' · . ·· ·· . • ·•· ·. 

. . . :~. . . - - . _' 1:": < .- ....... - • ~ • ·, "' • .. • • :". ·:. - • :-1 ·.-: -~~>-: -- :; .- •·. 
'·-· 

- .,-.. - - .: . 
·. ~ - . .• - :-''' 



Prohibition on 
carrying on the 
business of 
financial services 
without 
authorisation. 

Offence. 

Part V: 33. AUTHORISATION FOR PROVIDING FINANCIAL SERVICES 67 

(/) competition in the markets for financial products and financial services is 
desirable in the interests of consumers and therefore -

(i) barriers to competition owing to adverse effects of regulatory ac­
tions should be minimised; and 

(ii) there ·should be competitive neutrality in the treatment of financial 5 

service providers; 

(g) facilitating access to financial products and financial services is desirable 
in the interests of consumers; 

(h) innovation in financial products and financial services is desirable in the 
interests of consumers; 10 

(i) regulatory actions should be carried out in a manner that is least detri­
mental to the global competitiveness of the financial system; 

(j) the effects of regulatory actions over a continuing period of time, which 
means a period of at least five years after a regulatory action is taken, 
should be considered; and 15 

(k) the effects of regulatory actions on the stability and resilience of the finan-
cial system, in particular, the need to minimise pro-cyclical effects, should 
be considered. 

(2) In interpreting this Part and in discharging its functions or exercising its powers 
under this Part, if the Regulator perceives a conflict between any of the princi- 20 

ples contained in sub-section (1), or if more than one interpretation is possible, 
the Regulator must reconcile and manage the conflict giving preference to the 
principle which would be the most relevant for furthering its objectives under 
this Part. 

CHAPTER33 

AUTHORISATION TO CARRY ON THE BUSINESS OF PROVIDING FINANCIAL SERVICES 

142. (1) No person should carry on the business of providing a financial service in In-

25 

dia, or purport to do so, whether on its own behalf or on behalf of any other 
person, unless the person has obtained an authorisation from the Regulator to 
carry on the business of providing that financial service in accordance with the 30 

provisions of this Part. 

(2) In this section, "providing a financial service in India" includes providing finan­
cial services to consumers in India, whether from within the territory of India 
or outside. 

(3) A person purports to provide a financial service in India if, whether or not 35 

intended, the person -

(a) adopts the description of being authorised, or exempt from the require­
ment of being authorised, to provide the financial service; or 

(b) conducts itself in a manner that indicates or is likely to indicate that the 
person is authorised, or exempt from the requirement of being authorised, 40 

to provide the financial service. 

143. Any contravention of section 142 is punishable as a Class B offence under this Act, 
except in cases where the contravention is found to be wilful, in which case it will 
be punishable as a Class A offence under this Act. 



68 Part V: 33. AUTHORISATION FOR PROVIDING FINANCIAL SERVICES 

144. (1) The requirement to obtain authorisation under section 142(1) will not apply Exemption from 
requirement to 

to- obtain 

(a) an individual registered with the Regulator under section 104; 
authorisation. 

(b) a financial representative of a financial service provider, if -

5 co the financial representative is carrying on an activity that is con-
nected with the provision of a financial service for which the con-
cerned financial service provider is authorised; 

(ii) the concerned financial service provider has accepted responsibility 
in writing for the activities of the financial representative; and 

10 (iii) the financial representative complies with such other requirements 
as may be specified. 

(c) the Central Government or a State Government while carrying out speci-
fied financial services, if so provided under regulations made by the Reg-
ulator in this regard. 

15 (2) In this section, "concerned financial service provider" means the financial ser-
vice provider on whose behalf a financial representative is acting. 

145. (1) A request for authorisation to carry on a financial service must be made to the Grant of 

Regulator in the form of an application. 
authorisation. 

(2) The Regulator may issue an approval order granting authorisation for the car-
20 rying on of any or all the financial services in respect of which an application 

is made after being satisfied that the person making the application -

(a) satisfies the authorisation criteria specified oby the Regulator under sub-
section (3), if any such authorisation criteria is specified; or 

(b) shows sufficient evidence of being in a position to comply with the provi-
25 sions of this Act. 

(3) The specified authorisation criteria in relation to a financial service may include 
requirements in relation to one or more of the following matters -

(a) the capital structure of the applicant, including the minimum capital re-
quired to be held by it; 

30 (b) the legal and organisational structure of the applicant; 

(c) the ownership structure of the applicant, including restrictions on owner-
ship of the applicant by specified persons or class of persons; 

(d) the systems of governance required to be put in place by the applicant; 

(e) fit and proper person criteria for persons engaged in the oversight or 
35 strategic management of the applicant; 

(f) conditions to be satisfied in case the applicant is a member of a specified 
type of group; 

(g) evidence of being in a position to comply with the relevant prudential 
requirements under Chapter 34, if, and to the extent, applicable; and 

40 (h) any other criteria that the Regulator may specify. 

146. (1) The Regulator must specify the categories of financial service providers that Authorisation 
through 

will be entitled to obtain authorisation through self-registration, subject to such self-registration. 
conditions as may be specified. 
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· (2) The acknowledgment of an application for authorisation made~ by a person 
spedfied under sub-section (1) will constitute the grant of an authorisation 
under section 145 and the provisions of section 70 will riot be applicable in 
such cases: 

(3) The self-registration process will not apply to any person that proposes to carry 5 
. out a finaneial service - . . . 

(a) that is specified to be a regulated activity; or 

· (b) in respect of which a:ny authorisation criteria has been specified. 

147. (1) The Regulator· may vary, suspend or cancel the authorisation of a financial 
service provider, either on the application of the concerned financial service io 
provider or acting on its own. 

(2) The authorisation may ~e varied under sub-section (1}. by -

(a) adding or removing a financial service from the list of financial services 
for which the authorisation was granted; 

(b) varying the description of a financial service for which the authorisation 15 

was granted; or 

(c) varying the conditions on which the authorisation was granted. 

(3) The Regulator mayvary, suspend or cancel an authorisation, acting on its own, 
if-

(a) the financial· service provider has failed, or is likely to fail, to satisfy the 
authorisation criteria under section 145, if applicable; · 

(b) ·the financial ser\rice provider has failed to carry on a regulated activity for 
which the authorisation was granted for a continuous period of eighteen 
months; or 

(c} the action is required to be taken in order to meet any of the Regulator's 
objectives. · · 

(4) If the Regulator decides to vary, susp'end or cancel an authorisation issued to a 
financial service provider acting on its own, it must issue a show-cause notice 
to the concerned financial service provider followed by a decision order. 

20 

25 

(5) The· variation, suspension or cancellation of an authorisation under this sec- 30 

tion will not affect the validity of any financial contract entered into or made 
before the date of notification of the variation, suspension or cancellation by 
the Regulator. · 

148. (1) The Regulator will issue a unique identification number to each p~rson Per­
mitted to carry out a financial service under this Act, whether by grant of an· 35 

authorisationunder section 145 or by virtue of an exemption under section 
144. . 

(2) The Reg'ulator must maintain and keep updated at all times a publicly accessi­
ble database of -

(a) persons authorised under section 145 to carry out a financial service; and 40 · 

(b) persons exempted under section 144 from the requirement to obtain au-. 
thorisation. 

(3) • If the Regulator varies, suspends or cancels an authorisati~n under section 14 7 
it must maintain a record of the same on the financial system database. 
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(3) 

152. (1) 

(2) 

(3) 

The regulations under this section must be made within six months from the 
commencement of this Part and may be modified from time to time. 

A regulated person must at all times -

(a) maintain adequate capital resources that ensure that there is no significant 
risk that its liabilities cannot be met; 

(b) ensure that its capital resources are equal to or in excess of the capital re-
source requirements specified by the Regulator under sub-section (2)(b); 
and 

(c) monitor its compliance with the capital resource requirements on an on-
going basis and inform the Regulator of any actual or potential breach of 
the capital resource requirements. 

The Regulator must specify -

(a) the manner in which the provisions of this section apply to different cate-
gories of regulated persons; 

(b) the capital resource requirements, both as to amount and quality, for dif-
ferent categories of regulated persons and the duration within which the 
requirements are to be met; 

(c) the manner in which the amounts or values of assets and liabilities are to 
be calculated for the purpose of meeting capital resource requirements; 

(d) the manner in which change in the value of assets and liabilities is to be 
recognised and calculated; 

(e) the financial resources that will not be taken into account as capital re-
sources for the purposes of assessing compliance with the capital resource 
requirements; 

(j) the process to be followed by the regulated person in case of any actual 
or potential breach of its capital resource requirements; 

(g) circumstances that may constitute an actual or potential breach of the 
capital resource requirements; and 

(h) the consequences of non-compliance with the regulations made under this 
section. 

While making regulations under sub-section (2)(b), the regulator may provide 
for-

(a) the manner in which capital instruments are to be classified into different 
tiers of capital resources; 

5 

10 

15 

20 

25 

30 

(b) limits on the use of different tiers of capital resources by regulated persons 35 

to meet the capital resource requirements; or 

(c) a requirement that a specified portion of the capital resources must be 
held in the form of specified capital instruments, which, in the opinion 
of the Regulator, would facilitate enhanced assessment of the regulated 
person by specified persons. 40 

(4) If the Regulator makes regulations under sub-section (3)(a), it must take into 
account-

(a)· the extent to which a capital instrument is likely to absorb losses; 

(b) the permanence of the capital instrument and the extent of its availability, 
when required, including the extent of variation in its loss absorption 45 

capacity upon variation of time, context and circumstances; 
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(a) the manner in which the provisions of this section apply to different cate-
gories of regulated persons; · 

(b) the liquidity requirements, both as to amount and quality, for different 
-categories of regulated persons and the duration within which the re-
quirements ar~ be m(:!t; 5 

(c) the resources that wilrnot be taken into account as liquidity resources for 
tlie purposes of assessing compliance with the liquidity requirements; 

(d) requirements relating to the maintenance of a prudent funding profile for . 
different categories of regulated persons; · -

(e) the process to be followed by regulated persons in case of any actual or 10 

potential breach of liquidity requirements; and -

(j) the consequences of non-compliance with the regulations made under this 
section. 

( 4) While making regulations under sub-section (3) (b), the Regulator may provide 
for- - - Ll 

(a) the conditions that must be satisfied for a resource,to be regarded as being 
a satisfactory liquidity resource for the purposes of meeting the liquidity 
requirements; 

(b) requirements to maintain specified ratios or reserves to meet liquidity re-
quirements; and · - 20 

(c) limits on the use of different financial resources to meet the liquidity re­
quirements taking into account the liquidity of such financial resources, . 
as noted by the Regulator over a period of time. 

(5) In this section, "liquidity resources" mean the fin:: rrcial resources to be held by 
a regulated person in order to ensure that there is no significant risk that its 25 

liabilities cannot be met as they fall due. 

155. (1} A regulated· person must invest its assets and the assets of its consumers in a 
- prudent manner, taking into account the following principles -

· (a) investments must be made in assets whose risks can be properly identified, 
measured, monitored, managed, controlled and reported by the regulated 30 

person; 

(b) investments mustbe made in a manner that ensures the security, quality, 
liquidity and profitability of the assets of the regulated person, taken as a 
whole; 

(c) investments must be made taking into account the nature and duration of 35 

the regulated person's liabilities; 

(d) in case of any conflict of interest, investments must be made in the best 
interests of the consumers of the regulated person; and. 

(e) assets must be properly diversified in order to avoid excessive exposure 
to any particular person, asset, sector or group; or_ geographical area and· 40 

excessive accumulation of risk in the assets of the regulated person; taken 
as a whole. 

(2) The Regulator must specify .,.. 

(a) the manner in which the provisions of this section apply to different cate-
gories of regulated perso11s ;_ _ _ - 45 

-· --·-·:-~.:__ 

(b) any investment restrictions applicable to- a regulated activity; and 
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• (c) the conseq~!'!nces o( noiicCOmpliance With the regulatiorn; made under this · 
sectiOn. ,·;·;. 

(.'D. While making regulatioiis under sub-section (2) (b), the Regulator must take . 
. Into accotint the need -'- i . . . . . . ' ,, •. . . . .... • 

; ' -_ - - ·i '~ - , : - .. - - - . ':i. 

(a) to .ensure the security, quality, li_quidit}r arid profitability of the. assets of 
the regulated person; takenas a whole~ ' . Ci 

-~ . (b) to ensure the prote2tion of funds .of co~sumers; which may be. done thiough 

i 

. CO . a~ requirenie~t to sl:!gtegate the funds or assets of c.onstimers from .·. 
the other.funds or assets of the regtilate~ person; o~·. ' . ' .. 

(ii) any other prohibitfon,.ouestrictiori on the disposal of, o"r other deal" .· 
• irig With, funds or assets belonging to consumers,.' ' ' 
. ' ~ -- - -. ! -.:· . - : ·-. . . 

·· (4) The p~~er to.Il1ake reg~lationsunder sub~sectiori (2) (b )" m1,1st not be u~ed 'by 
. ·· . the Regulator to provide'fo(quantii:atiye restrictions on the compqsition of the , 

assets of a-regul~tedpersori, take,n as ~(whole. c - . . . . . 

: (5) In thiS section:;_"quantit~i:ive. restrktfons" .inclµde the imposition of maximum 
or minimum" limits on th.e holding of any particular asset or c~tegory of assets> 

' - - •• -- .... -·- 0° '.· <t. -
156. (1} A regulated person must..::. , .. Systems of 

·· · . . . . · ··. · ·· . .- · . · ·gove_mance. · 

. (a) ha,ye in· place effe2dve: sx;tems- cir governance which provide for sound· 
20 . and prudent managementof its affairs; and'< - . . . . . 

(b) ertsure· that· the syste!Il~·'ofgovemahce adopted by it ar~ iillplemente{i, 
·.· .··. ):"eyiewed ~md upda~ed on a r:gular, ba~is> . ' .. > : . . 

· .. · .. .' . ' i ' . " ' ,. ,·· .. • . ·_ ·. ". ' ... _.·. 
(2) A regulated person must tak~ into aceount the,following factors while deter-

. miningits s:ystems of governance for the pun)'oses of sections. ·1s .. 6 to 160 ~. · · 

25 •·.·. (iz) the 11ature, scc1le .a~d comple,xii:y o(its pusiness; . . ' 
,_""·:··= .. "'< . - .-· ,. I . -: -... : . . ·: ' --_ --.· _:':.·· .:: --· . :·.' 

(b) the: diversify of its 6perations, ineludjrig geographical diversity; 

(c) tl1e:v~lume ·and ~-iz~-of--~ansactions c~rri~d--~~Ut by it; - --
. \ - . - - - - -· . 

(d) the degree of risk assodai:ecl with each area of its operatio'n;. and . 
. . -· - - . '·.· 

30 

• (e) its group~Wide risks: 
. - .' . : . .··. . .· ' l .· <·~ ·· .. ·.· .. ·. ' : .. · ... ·. .• . 

· · · (.3) Th~ systems bf goveq:1ai;H~e II1t.1stinclude poli~ies and prqcedures on -
. . .· i --.·-- .. , ' . .c •-'.,·: 

(a) governance, and' controls;· 
. . . . I 

,.· (b) risk management; • 
- __ ·_ - -., . . ·: ·'. : 

(c) internal audit; and; 

(d) where r~levant, OUfSOUr~ing~ . 
•:,_; 

35 · (4) The Regulator must specify:.::C 

(a) the inannerin which the.provisions of sections 156 to 160apply todiffe°E-, - . 

-~"C~··~"· "-emcatec~eries o_f ~egulated.:p.ersons; ~-,~-~~~~ •. ·••• ·. ~~- _:_ 
· (b) the conseque11ces of noiicompliance with the regulatfons-made undersec::: · 
· · tions 156.to.160. ! • · · · · ·· · ·· · · · · · · · • · ·• • · · · 

40 (5) ·.The Regulator. may also• specify' that.-. 

(a) r~gulai:ed persons must,pµt'in~pi;~e:a W.i:itten policy on apy aspectof fts'. 
systeril~~hr govern~nce, 'including matter~. under sectionsJ 56. to 160; and .. 

l •' _. • . ./ - -· • • .-'.· - · _ _' " . ' - - . -. -

.-.·, 

_;- -_ 



,, .. 

-----..: ~ " -.i 

Governance and 
controls. 

Part V: 34. PRUDENTIAL REQUIREMENTS 75 

(b)_ the policies required to be put in place under clause (a) must be reviewed 
and revised periodically. 

· 157, · (1) A regulated person must have in place an appropriate organisational and gov-
ernance structure with efficient policies and procedures to ensure that -

(a) persons carrying on significant functions on its ])~half are fit and proper 5 

(b) 

(c) 

persons; 

there is a clear allocation and appropriate segregation of responsibilities 
within: its organisation; 

there are adequate systems for reporting, communication and co-operation 
· within its organisation; · 10 

(d) the performance of multiple tasks by individuals does not, and is not likely 
to, prevent the sound performance of their duties; 

(e) its executive remuneration policy is -

(i) consistent with its available resources and risk profile; and 
(ii) minimises any potential confliet of interest; 

· (j) it has in place appropriate administrative, accounting and internal manic 
taring procedures; and 

(g) it maintains adequate and orderly books and records, in the manner and 
for the periods specified by the Regulator. 

(2) The Regulator must specify requirements relating to -

(a) the appointment of persons, who are fit and proper persons, for the im-. 
plementation of any of the systems· of governance under sections 157 to 
160; 

(b) preventing conflict of interest of persons responsible for carrying on sig- r-

15 

20 

nificant.functions in relation to regulated persons; and · · 2s 

(c) the. circumstances and manner in which the Regulator may replace the 
bo_dy responsible for the oversight of the regulated perso1:1's affairs or the 
members of such body. 

(3) The Regulator may also specify requirements reiating to -

(a) appointment, responsibilities and process of appointment of persons car- 30 

rying on significant functions, including a requirement to .obtain approval 
before a person can carry on specified significant functions; \ 

(b) the size and composition of the bodies responsible for the oversight or 
strategic management of regulated persons; 

(c) the establishment of specified committees or groups for carrying out spec- 35 

ified functions; 

(d) the processes to be followed by the bodies, committees and groups men-
tioned in clauses (b) and (c); 

(e) the structure or form of executive remuneration; 

(j) control and ownership structure of r:egulated persons; 40 

(g) systems and· processes required to be put in place by regulated persons 
to ensure effective compliance with applicable laws anc:l regulations and 
internal policies; and 

Cl.I) restric~~ons on capital distributions by regulated persons under _specified 
circumstances. · - · -- -- · 4s 
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158. (1) A regulated person must have in place an effective risk management system Risk management. 

comprising of policies and processes necessary to properly identify, measure, 
prioritise, monitor, manage and report on a continuous basis, the risks to which 
the regulated person is or could be exposed. 

5 (2) The risk management system put in place by the regulated person must -

10 

15 

20 

25 

30 

35 

40 

(a) be effective and well integrated into its organisational structure and deci­
sion making processes; 

(b) enable it to properly identify and assess the risks to which it is, or could 
be, exposed in the short, medium and long-term; 

(c) take into account inter-dependencies of risks, concentration of a particular 
risk and overall risk tolerance levels; 

(d) provide for the reporting of risk exposures to the bodies responsible for 
its oversight and strategic management; 

(e) implement risk mitigation techniques that are appropriate according to 
the nature of the risks assumed by it; and · 

(j) ensure that its affairs are conducted in a manner that enable it to cover 
its expected losses 

(3) The Regulator may specify -

(a) the types of risks that need to be taken into account in relation to a reg­
ulated activity, which may include business risks, investment risks, opera­
tional risks, credit risks, concentration risks and liquidity risks; 

(b) the types of risk management and risk mitigation techniques required to 
be followed in respect of a regulated activity; 

(c) methods to be used for identifying, measuring and monitoring risks; and 

(d) reporting requirements to be complied with by a regulated person when 
it undertakes specified types of risks. 

159. (1) A regulated person must have in place an effective internal audit system to -

(a) examine and evaluate the adequacy and effectiveness of its systems of 
governance; and 

(b) issue recommendations based on the result of examinations and evalua­
. tions carried out in accordance with clause (a) and verify compliance with 

those recommendations. 

(2) The internal audit system must be designed in a manner that -

(a) ensures the independence and impartiality of the persons carrying out the 
internal audit function ; and 

(b) allows persons carrying out the internal audit function to -

(i) express their findings and recommendations to the bodies respon­
sible for the oversight and strategic management of the regulated 
person; and 

(ii) communicate directly with any officer or employee of the regulated 
person and have complete and unrestricted access to all information 
and records, as they consider necessdl)' for the discharge of their 
functions, subject to confidentiality requirements. 

(3) The Regulator may specify -

Internal audit. 



Outsourcing. 

Part V: 34. PRUDENTIAL REQUIREMENTS 77 

(a) the procedures that must be followed by persons performing the internal 
audit function; and 

(b) requirements that certain findings that are made in exercise of the internal 
audit function must be notified to the body responsible for the oversight 
of the regulated person or to the Regulator. 5 

160. (1) In this section -

(a) "outsourcing" means an arrangement between a regulated person and any 
other person by which the person performs a function or activity, whether 
directly or by sub-outsourcing, which would otherwise be performed by 
the regulated person itself; and 10 

(b) "service provider" means a person who performs a function or activity 
under an outsourcing arrangement with a regulated person. 

(2) This section will apply to the outsourcing of a function or activity to a service 
provider, whether or not the service provider is a financial service provider and 
irrespective of the service provider's place of business. 15 

(3) If a regulated person proposes to outsource any function or activity to a service 
provider, the regulated person must -

(a) obtain the prior permission of the Regulator if the function or activity 
being outsourced is a critical function or activity specified by the Regulator 
under sub-section (6)(a); 20 

(b) remain fully responsible for discharging all of its obligations under this 
Act and regulations made under it in respect of that function or activity; 
and 

(c) ensure that the outsourcing of that function or activity does not -

(i) impair the quality of its systems of governance or impede the ability 25 

of the Regulator to monitor the compliance of its obligations by the 
regulated person; 

(ii) cause an excessive increase in the risks faced by the regulated per­
son; or 

(iii) undermine the continuous and satisfactory provision of financial 30 

services to the consumers of the regulated person. 

( 4) While choosing a service provider for outsourcing any function or activity, a 
regulated person must ensure that -

(a) a detailed review is performed of the potential service provider's ability to 
deliver the required functions or activities satisfactorily; 35 

(b) there are no actual or potential conflicts of interest that may impair the 
service provider's ability to deliver to the required standard; 

(c) the service provider applies equivalent provisions to those that the reg­
ulated person would have to apply in respect of the confidentiality of 
consumer data, if applicable; 40 

(d) the outsourcing arrangement is not in breach of any law; and 

(e) the service provider is required to disclose any developments that may 
have a material impact on its ability to carry out the outsourced function 
or activity. 
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(5) The Regulator will continue co have the power to supervise outsourced func­
tions and activities and the service provider to whom a function or activity 
is outsourced must co-operate with the Regulator in connection with the out­
sourced function or activity. 

5 (6) The Regulator must specify-

10 

15 

20 

25 

30 

35 

40 

(a) the particular functions or activities that are considered to be critical func­
tions or activities in relation to a regulated activity and which must not be 
outsourced without obtaining the Regulator's prior permission; 

(b) the conditions under which outsourcing of any function or activity may be 
performed, including any particular undertakings that the service provider 
may be required to provide; and 

(c) continuous disclosure requirements in relation to the outsourced func­
tions or activities. 

161. (1) The Regulator may specify restrictions on -

(a) the activities, including categories of financial services, permitted to be 
carried out by -

(i) regulated persons engaged in specified regulated activities; or 
(ii) subsidiaries or other persons under the control of regulated persons 

engaged in specified regulated activities; and 

(b) the creation of encumbrances on assets belonging to the regulated person 
or its consumers. 

(2) The Regulator must specify-

(a) the manner in which the provisions of this section apply to different cate­
gories of regulated persons; and 

(b) the consequences of non-compliance with the regulations made under this 
section. 

162. The Regulator may specify that certain classes of regulated activities are permitted 
to be carried out only if Corporation insurance has been obtained under Part Vll. 

CHAPTER 35 

AUDITORS AND ACTUARIES 

163. (1) A regulated person must appoint an auditor, actuary or any other person per­
forming a similar function, as may be specified by the Regulator, to exercise 
the powers and functions under section 164. 

(2) The Regulator must specify -

(a) the categories of financial services that are regulated activities for the 
purposes of this section; 

(b) requirements as to qualifications and experience to be satisfied by auditors 
and actuaries of regulated persons; and 

(c) the powers, functions and responsibilities of auditors and actuaries acting 
for regulated persons, in addition to those specified in this Act. 

(3) The regulations made under sub-section (2) may provide for -

Restrictions on 
business and 
operations. 

Requirement to 
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insurance. 

Appoinonent of 
auditors and 
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(a) the manner and time within which an auditor or actuary is to be ap­
pointed; 

(b) a requirement for the Regulator to be informed of such appointment; 
(c) provisions that enable the Regulator to make an appointment if no ap-

pointment has been made or information about such information has not 5 

been provided to the Regulator; and 
(d) conditions relating to the term of office, remuneration, removal or resig­

nation of an auditor or actuary. 

( 4) Ni auditor or actuary appointed under this section must act in accordance with 
the regulations specified by the Regulator. 10 

164. (1) An auditor or actuary appointed under this Act to act for a regulated person -

(a) will have the right to access the books and records of the regulated person 
at all times; and 

(b) will be entitled to require such information and explanations from the 
regulated person or its officers, as it reasonably considers necessary for 15 

the performance of its duties as an auditor or actuary. 

(2) The Regulator may make regulations to specify that an auditor or actuary must 
communicate specified information or opinions to the Regulator on any matter 
that the Regulator reasonably believes to be relevant for the exercise of any of 
its functions. 20 

(3) The matters to be communicated to the Regulator under sub-section (2) may 
include matters relating to persons other than the concerned regulated person. 

(4) If the Regulator specifies that this section applies to any person other than 
auditors or actuaries it must also specify the manner and extent to which the 
section applies to them. 25 

165. (1) If it appears to the Regulator that an auditor or actuary appointed under this 
Act to act for a regulated person has failed to comply with the requirements 
imposed on it under this Act or regulations made under it, it may disqualify 
the person from acting as the auditor or actuary, as the case may be, for any 
regulated person or any particular category of regulated persons. 30 

(2) If the Regulator proposes to disqualify an auditor or actuary under this section 
it must give the person a show-cause notice after which if it makes a decision 
to disqualify the person it must issue a decision order. 

(3) The Regulator may cancel a decision notice imposing a disqualification im­
posed under this section if satisfied that the disqualified person will in future 35 

comply with the duty in question. 

( 4) A person who has been issued a decision order under this section may appeal 
to th.e Tribunal. 

166. Any contravention of this Chapter is punishable as a Class C offence under this 
J\ct. 40 

CHJ\PTER 36 

PROVISIONS GOVERNING PARTICULAR TRANSACTIONS 

167. (1) No person should carry out any of the following actions without complying 
with the provisions of this Act -
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. (a) a merger, amalgam~ti.on Or restr'uc:hirjrig inyolvihg ~regulated person; 

(b) the transfer oracquisitioJJ. of col1trnl of, or signlfi~a11t i.ntere~t in, a regu~ .· · 
lated person; · · ·. · ·· · · · ·· · · · · 

(c) ~al~, disposal or. acquisition of ilie whole,.· o; substantially' the whole, . of 
theurtdertaking ~fa regulated pe.rson of a significant portion of its asset~: · 

. orliabilfties; or " . . . . ·.. ·. . . . . . . ·. . . •· ... · ·, . . . ... 

(d) voluntary winding up, dissolutidn or similar action involvinfa regulated 
.· person or discontimiation of its business in any other rrianrier. : . 
·.·- -'-:·' ·__ : .· - ·.1 . - ·_ _·_ .;, - :- ' , __ . . -, -

.· (2). A person that proposes t~Ytake ah actlon unde.r sub~sectlon (J) must make an 
10 · · . applkation to the Regulator. · · · · · · · · · · 

15 

20 

25 

. (3) The assessment of the application by th.e Regulator rimst. l:)e done: tciking into . · 
account, among ~the:rs, the following.factors ~ . . . . . 

. (a) the ;intetests; of consumer~ of financial 'products. o; financial ~ervices prO'-. · 
. vid~d by the regulated person~nd any otheipersons who niay be affected 
by~h~ action envis(lge&under:sub-.sectibn (1); ~ · .. · .. · · 

(b) the suitability artd finandalsbundness of the pe~son :who will carry out the .. 
·. iegul~ted aci:Mty if the action envisaged under. sub::secticin (1) is effected; 

and;; · · . 1 · ·· · 

(c) the"likeiihood of cofupliance wl.th the provisiorls applicabl!=! to the regu­
' latetl' activicy urider this.Act, 1ftheacdon envisaged·under.sub-,section (1} 
is.effected:····· ·, ·· ·· .-· ·· ,;:,: .• · · ·· · · 

··(4) The Regul~tor must sp!'!dfY_:: · 
' . . . . . ; ... . . i . . . . . . . •. . '. . . . • . . . .· .. 

(a). the manner in which the provisions of this section apply to different cate-, .• 
· gories of regulated p¢rsorts; · · - · · · · 

(b)° the scope "of the' tetjns "significan~: inte~~st::' and "significant porti<5n of •.• 
. . assets: or lfabilities" i11-respect of each regulated activity goverµed by this 
· ' section; ·and : . ·.· . i - . . . . . . . 

(c) the info~atio~ required l:o be submitted by any pers~ntha.tseeks to carrY: 
out an action under sub-section CJ). . . . . . . . . . 

. ~-

30 · 168, (1-) .A regul~ted persori. must ~nsu~e that ~ransactiorls_ ~ith ielated. perno.ns are en~· •. ;;~~!~c~~~~=rh 
tered into cm ail arms-length basi~ and the terms· of such transactions are no ,. · . · · · 
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more fav9urable than the .terms ccmtained in, orJikely tobe conta~ned i~, cor~ i 

respondii:ig ttarisactions with persons other than related persons~ . -·.: .· .. ,·_- - ... ·,,: - -· - - - - - --. 

(2) The Regulatoi: must: specify-

(a) the manner ill which the provisions of this sectia~ ap~ly to diff~rent cate{. ' . " •. 
•• gories.ofregulat:ed persons; .> · · · · · · -•· e: - - ..... ...c· -· -· "':·' · 

- - . '. ~ ' - I - - • ~ 

. . _· ·.Cb J the ~ategones. ofi:ela.ted. persoA transp,~tiOns that must:be reported to the 
Regulator; . · · · . ·. .· . . - ·. .. . . . . · · . . . .. . 

(~): ~Y: limits· on the ·perm!ssfble ~~aliie~ 'frequ~ncy. or pro~drtionqf ~elated < 
person transactions; ' · · · · · • , · · · - ·· ... 
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(a) the risks arising from the related person transaction to the safety and 
soundness of the regulated person; 

(b) the conflict of interest that may arise on account of the related person 
transaction; and 

(c) the manner in which the related party transaction may affect the ability s 
of the regulated person to effectively discharge its obligations towards its 
consumers. 

CHAPTER37 

FUNCTIONS AND POWERS OF THE REGULATOR 

169. The Regulator must -

(a) make regulations to carry 0ut the purposes of this Part; 

(b) issue guidance to financial service providers in respect of any matter re­
ferred to in this Part or the regulations made under it, whether or not 

10 

(i) the Part expressly requires or enables the Regulator to make regula- 15 

tions on such matter; or 
(ii) a formal application seeking guidance has been made to it; 

(c) supervise financial service providers to ensure compliance with the provi­
sions of this Part and the regulations made under it; and 

(d) take appropriate enforcement action to deal with the violation of the pro- 20 

visions of this Part or the regulations made under it. 

170. (1) In this section, "stress tests" means tests to assess the ability of regulated per­
sons to cope with possible events or future changes in economic conditions 
that could have unfavourable effects on their overall financial standing. 

(2) The Regulator may specify -

(a) the requirement that regulated persons must conduct stress tests; and 

(b) quantitative tools and methods for the conduct of stress tests by regulated 
persons. 

(3) If the Regulator makes regulations under sub-section (2), it must provide for 

25 

the categories of regulated persons covered by those regulations. JO 

171. (1) The Regulator may, in exercise of its supervisory functions, issue a show-cause 
notice, followed by a decision order to a regulated person if the Regulator 
concludes that the affairs of the regulated person are being conducted in a 
manner that contravenes, or is likely to contravene the requirements contained 
in section 158 or the regulations made under it. JS 

(2) The Regulator must specify -

(a) the circumstances in which a decision order may be issued under sub­
section (1); and 

(b) the types of restrictions or requirements that may be imposed under the 
decision order, which must be appropriate for the purposes of addressing 40 

the deficiencies leading to their imposition. 
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(3) The regulations made under sub-section (2)(b) may provide that decision or­
ders issued under this section may impose -

(a) restrictions on the manner in which the regulated person conducts its 
business; or 

(b) restrictions on the liabilities and financial obligations that may be under­
taken by the regulated person. 

( 4) The Regulator must -

(a) review compliance by the regulated person with the decision order issued 
to it under sub-section (1); 

(b) review the effectiveness of the decision order in addressing the deficien­
cies which Jed to the imposition of the restrictions or requirements; and 

(c) remove the restrictions or requirements when the regulated person has 
remedied the deficiencies, which led to their imposition, to the satisfaction 
of the Regulator. 

15 172. (1) The Regulator may, under exceptional circumstances, issue a decision order 
to a regulated person setting additional capital resources requirements to be 
satisfied by the regulated person, if the Regulator finds that -

(a) the risks undertaken by the regulated person deviate significantly from 
the basis on which the capital resources requirements under section 152 

20 were determined by the Regulator; 

(b) the systems of governance of the regulated person deviate significantly 
from the standards contained in sections 156 to 160 or the regulations 
made under those sections, where -

(i) those deviations prevent it from being able to properly identify, 
25 measure, monitor, manage and report the risks that it is or could 

be exposed to; and 
(ii) the application of other measures is in itself unlikely to improve the 

deficiencies sufficiently within an appropriate timeframe; or 

(c) the regulated person is a Systemically Important Financial Institution and 
30 contributes disproportionately, as compared to other Systemically Impor­

tant Financial Institutions, to the risk to the stability and resilience of the 
financial system. 

(2) The regulated person must make every effort to remedy the deficiencies that 
led to the imposition of the additional capital resources requirement under 

35 sub-section (1). 

40 

(3) The Regulator must -

(a) periodically review the additional capital resources requirement imposed 
on a regulated person; and 

(b) remove the requirement when the regulated person has remedied the de­
ficiencies which led to its imposition to the satisfaction of the Regulator. 

( 4) The Regulator must specify the circumstances in which an additional capital 
resources requirement may be imposed and the manner in which it will be 
calculated. 

Additional capital 
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(5) In this section, "additional capital resources requirement" means a requirement 
to maintain additional capital resources over and above those required to be 
maintained as per the capital requirements contained in section 152(2) (b) or 
the regulations made under it. 

173. (1) The Regulator may specify the following requirements in cases where persons s , 
belonging to a group are engaged in carrying out more than one category of 
regulated activities -

(a) group-wide requirements to supplement any of the requirements con­
tained in Chapter 34; or 

(b) group-wide supervisory review and reporting procedures and intervention 10 

measures to ensure compliance with the group-wide requirements speci-
fied under clause (a). 

(2) The Regulator must specify the manner in which the provisions of this sec­
tion apply to groups consisting of persons engaged in carrying out different 
categories of regulated activities. is 

(3) While making regulations under sub-section (1), the Regulator must take into 
account the risk exposures inherent in groups carrying on specified regulated 
activities. 

174. The Regulators must enter into arrangements to co-operate with each other in 

... 

connection with the authorisation, regulation and supervision of - 20 

(a) financial service providers that are engaged in carrying out more than one 
financial service, and such financial services are regulated by different 
Regulators; and 

(b) financial service providers belonging to groups where the members of the 
group are engaged in carrying out more than one financial service, and 2s 
such financial services are regulated by different Regulators . 
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PART VI 

CONTRACTS, TRADING AND MARKET ABUSE 

CHAPTER38 

PRINCIPLES RELATING TO CERTAIN CONTRACTS 

s 175. (1) The provisions of this Part will govern contracts of insurance or contracts re­
garding securities, as the case may be. 

(2) The provisions of sections 176 to 180 will govern only contracts of insurance. 

Scope of this Pan. 

176. (1) The policy-holder has a duty of utmost good faith towards the insurer in rela- Uunost good faith. 

tion to a contract of insurance, including while entering into such a contract. 

10 (2) The Regulator may specify the meaning and scope of utmost good faith in 
relation to specified contracts of insurance. 

177. (1) Unless specified, insurable interest will not be required to constitute a valid 
insurance contract. 

(2) The Regulator may specify the types of contracts of insurance that may require 
1s insurable interest. 

178. (1) No insurer may refuse to record an assignment of a contract of insurance made 
in accordance with regulations. 

(2) The Regulator may make regulations to restrict assignment in relation to spec­
ified classes of contracts of insurance. 

20 179. The Regulator may make regulations to protect interests of policy-holders in the 
event of lapse of contracts of life insurance. 

Insurable interest. 

Assignment of 
insurance policies. 

Lapse of contracts 
of life insurance. 

180. (1) Where an insurer is liable under a contract of insurance in respect of an act of Subrogation. 

a third party, the insured must disclose to the insurer, at the time of making 
the claim, if it has received any amount from the third party towards indemni-

2s fication of the losses. 

(2) If the insured has not received any amount from the third party before mak­
ing the claim but receives such amount after the insurer has fully and finally 
settled the insured, the insurer has a lien on such amount up to the sum so 
indemnified. 

30 (3) Subject to any contract to the contrary, the insurer will have a right of ac-
tion against the third party only after it has fully and finally indemnified the 
insured. 

181. (1) Every individual owner of financial product or beneficiary of a financial service 
may, at any time, nominate any individual to whom such financial product or 

35 benefit of financial service must be transmitted in the event of death of such 
individual owner. 

Nomination. 
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(2) Where a financial product or benefits of a financial service are held jointly 
by more than one individual, the joint holders may together nominate any 
individual to whom all the rights in the financial product or benefits of the 
financial service will be transmitted to in the event of death of all the joint 
holders. 5 

(3) Notwithstanding anything contained in any other law for the time being in 
force or in any disposition, whether testamentary or otherwise, in respect of a 
financial product or financial service, where a nomination made in the speci-
fied manner purports to confer on any individual the right to vest the financial 
product or financial service, the nominee will, on the death of the owner of 10 

the financial product or beneficiary of the financial service or; as the case may 
be, on the death of the joint holders, become entitled to all the rights in the 
financial product or financial service, of the owner of the financial product or 
beneficiary of the financial service, or as the case may be, of all the joint hold-
ers, in relation to such financial product or financial service, to the exclusion of 15 

all other persons, unless the nomination is varied or cancelled in the specified 
manner. 

(4) Where the nominee is a minor, it will be lawful for the owner of a financial 
product or beneficiary of a financial service malting the nomination, to appoint 
any individual to become entitled to the financial product or benefit of the 20 

financial service, in the event of the death of the nominee during minority. 

(S) Nominations under this section must be made in the manner as may be speci­
fied . 

(6) If the nature of the financial product or financial service is such that it is only 
applicable to the owner or beneficiary and no rights subsist on the death of 25 

such owner or beneficiary, then the provisions of this section will not create 
any such right. 

182. (1) Derivative contracts traded over an exchange and non-exchange traded deriva­
tive contracts between sophisticated counterparties are not void notwithstand-
ing anything contained in section 30 of the Indian Contract Act, 1872 (9 of 30 

1872). 

(2) Under this section, "sophisticated counterparties" means any person other than 
a retail consumer under this Act. 

CHAPTER39 

INFRASTRUCTURE INSTITUTIONS 

183. (1) Infrastructure Institutions include any person which act as -

(a) exchange; 

(b) depository; 

(c) trade repository; 

(cl) central counterparty; or 

(e) settlement system including a settlement system in a payment system. 

(2) The Central Government may include any other person under sub-section (1) 
by notification in the Official Gazette. 

35 
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184. All Infrastructure Institutions are financial service providers and the provisions of 
this Act apply to Infrastructure Institutions in addition to any requirement pro­
vided in this Chapter. 

185. (1) An Infrastructure Institution must make bye-laws to govern -

Additional 
requirements. 

Requirement for 
Infrastructure 

( ) h fi · 1 · ·d d b · Institutions to s a t e nanc1a services prov1 e y tt; . make bye-laws. 

(b) the direct participants dealing with it, to the extent required for the proper 
functioning of the financial service provided; and 

(c) anything incidental to clauses (a) and (b) . 

(2) No condition may be placed on persons using the financial services provided 
10 by the Infrastructure Institution unless provided in the bye-laws of the Infras­

tructure Institution. 

(3) No bye-laws of the Infrastructure Institution will be applicable unless approved 
by the Regulator. 

186. (1) If an Infrastructure Institution proposes to make or amend any bye-laws, it 
ts must make an application to the Regulator. 

(2) The application must contain a copy of the proposed bye-laws. 

(3) If the Regulator considers it appropriate, it may specify the Infrastructure In­
stitution to publish the proposed bye-laws, invite comments on the bye-laws 
from the public and submit the comments received to the Regulator. 

20 ( 4) The Regulator may reject an application under this section if any proposed 
bye-laws undermine the requirements contained in section 187(1). 

(5) The Regulator must decide the application under sub-section (1) in accordance 
with this Act. 

187. (1) Whenever an Infrastructure Institution makes bye-laws it must ensure that the 
25 bye-laws -

30 

35 

40 

(a) promote the objectives and take into consideration the principles as the 
Regulator as contained in sections 83, 84, 140, and 141; 

(b) provide non-discriminatory access to all persons using its financial ser­
vices; 

(c) promote the objective that the Council is required to pursue as contained 
in section 290; 

(d) minimise market abuse; and 

(e) foster transparency. 

(2) In this section -

(a) "non-discriminatory access" includes -

(i) not creating differential obligations for similarly placed parties avail­
ing any financial services provided by the Infrastructure Institution; 
and 

(ii) not preventing similarly placed parties from availing any financial 
services provided by the Infrastructure Institution; and 

Procedure for 
making bye-laws. 

Principles 
governing 
bye-laws. 
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(b) "transparency" means that adequate information about thefunctions and 
transactions carried out on the Infrastructure Institution are available to 
persons using the financial services provided by the Infrastructure Institu­
tion to make informed decisions about their transactions. 

(3) In relation to exchanges, "transparency'', in addition to the provisions con- s 
tained in sub-section (2)(b), includes the requirement that an exchange must 
freely provide information about the issuer, price, volume and liquidity of all 
securities traded. 

188. (1 ) All Infrastructure Institutions must have adequate governance and monitoring 
mechanisms to identify and minimise market abuse. IO 

(2) The Regulator may make regulations requiring Infrastructure Institutions to 
take measures to meet the requirements of this section. 

189. (1 ) An Infrastructure Institution and its officers and staff are not to be liable in 
damages for anything done or omitted in the discharge of regulatory functions 
of such Infrastructure Institution unless it is shown that the act or omission Is 
was in bad faith. 

(2) "Regulatory functions" in this section means the functions of the Infrastructure 
Institution so far as relating to, or to matters arising out of, the obligations to 
which the Infrastructure Institution is subject under, or by virtue of, this Act. 

190. (1) The Regulator may give directions to <\fl Infrastructure Institution, if it appears 
to the Regulator that an Infrastructure Institution -

(a) has failed, or is likely to fail, to satisfy the authorisation requirements; or 

(b) has failed to comply with any other obligation imposed on it by or under 
this Act. 

20 

(2) If the Regulator proposes to give directions under this section, it must issue a 25 

show cause notice. 

(3) If the Regulator decides to give directions under this section, it must issue an 
decision order. 

(4) Directions under this section must be limited to taking remedial measures rel­
evant to preventing the Infrastructure Institution from failing to provide finan- 30 

cial services. 

191. (1) An Infrastructure Institution must publish information of its activities which -

(a) protect the interests of persons availing financial services trom the Infras­
tructure Institution; and 

(b) allow the Regulator and the Council to make informed decisions. 35 

(2) The Regulator may make regulations specifying -

(a) the information which satisfies the conditions contained in sub-section 
(1); 

(b) the form and manner in which information has to be published; and 

(c) the frequency of the publication. 
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192. (1) While performing functions and exercising powers under this Chapter, the Reg­
ulator must ensure that appropriate balance is maintained bet\"een -

(a) the requirements placed on the Infrastructure Institution under this Act; 
and 

(b) the costs of setting up new Infrastructure Institutions and the costs to 
persons usinK financial services provided by Infrastructure Institutions. 

(2) The Regulator must publish a report every five years -

(a) reviewing its conduct in relation to its functioning and exercise of powers 
contained in sub-section (1); and 

(b) explaining the manner in which the balance contained in sub-section (1) 
has been achieved. 

CHAPTER40 

CONTRACTUAL ISSUES PERTAINING TO INFRASTRUCTURE INSTITUTIONS 

193. (1) When a transaction carried out using the services of an Infrastructure Institu-
15 tion attains finality, -

(a) such transactions must not be reversed; or 

(b) no court, tribunal or authority in an insolvency, dissolutior: or winding up 
proceeding must reverse the transaction. 

(2) The Regulator may specify the conditions under which a transaction attains 
20 finality. 

(3) The Regulator may specify different conditions for different transacti9ns or 
different Infrastructure Institutions. 

( 4) The provisions of this section applies notwithstanding any other provision of 
any other law for the time being in force. 

25 (5) Sub-section ( 4) does not bar any person from making a claim for compensation 

30 

of any loss arising out of any transaction under any other law, subject to section 
189. 

194: (1) This section applies if all the following conditions are met -

(a) an Infrastructure Institution acts as a settlement system; 

(b) a person uses the services provided by such Infrastructure Institution; and 

(c) such person has deposited or placed in the possession of the Infrastructure 
Institution any asset or collateral for completion of any transactions. 

(2) The Infrastructure Institution will have lien over such asset or collateral until 
all transactions initiated or carried out by such person are completed. 

35 (3) The Infrastructure Institution may use such asset or collateral to settle any 

40 

claims arising out of any transaction carried out by the person using the ser­
vices provided by the Infrastructure Institution. 

( 4) The provisions of this section applies notwithstanding -

(a) any decision made in an insolvency, dissolution or winding up proceeding; 
or 
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(b) operation of any law for the time being in force. 

195. (1) Adepositorymust, on receipt of information, register the transfer of a security 
or other financial product in the name of the transfere~. 

(2) Where a person opts to hold a security with a depository, the issuer must in~ 
timate such depository the details of allotment of the security and on receipt 
of such information the depository must enter in its records the name of the 
allottee as the beneficial owner of that security. . · 

(3) The Regulator may make regulations determining the form and content of in­
formation to be provided under this section. 

196. ( 1) Every person subscri~irig to securities offered by an issuer must have the option 
either to receive the security certificates or hold securities with a depository 
unless the securities are issued by way of public offering. 

(2) Every person subscribing to financial products, other than securities, must have · 
the option either to receive such financial products in physciaUorm or in de-

5 

10 

materialised form with a depository. 15 

197. (1) All securities or other financial products held by a depository must be deinate-. 
rialised and must be in a fungible form. 

(2) Nothing contained in section 153 of the Companies Act, 1956(1of1956) will 
apply to a depository in respect of securities held by it on behalf of beneficial 
owners. 

198. (1) Notwithstanding anything contained in any other law for the time being in 
force, a depository will be the registered owner for the purposes of effecting 
and recording transfer of.beneficial ovynership of securities or other financial 
products on behalf of a beneficial owner. 

20 

(2) The beneficial owner will be entitled to all the rights and benefits and be sub- 25 

jected to all the liabilities in respect of the securities or .other financial products 
held by a depository. · 

(3) The depository as a registered owner will have no voting rights or· any other 
rights in respect of securities held by it except to the extent contained in sub-
section (1 ) . · 30 

199. A depository must maintain a register and an index of beheftcial'owhers of the 
security or other financial products in the manner provided in sections 150 to 152 
of the Companies Act, 1956 (1 of 1956) to the extent specified. -

200. (1) A benefidal owner may create a pledge orhypothecation in respect of a secu­
rity or other financial product owned by such beneficial owner, subject to any 
regulations. 

. . ' . . . . . 

(2) The Regulator may specify a requirement of appr()yal .fr<>.m. the depository be-
. fore creation of any pledge_ or hypothecation under sub-se~tion CJ). 

(3) Every beneficial owner must give intimation of such pledge or hypothecation 
to the depository and such depository must then make entries in its records 
accordingly. 

35 

40 
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(4) An entry in the records of a depository under sub-section (3) will be evidence 
of a pledge or hypothecation. · 

201. (1) A depository must furnish to the issuer or concerned financial service provider, 
information about the transfer of securities or other financial products in the 

5 name of beneficial owners at such intervals. and in such manner as . may be 
specified. 

(2) The issuer or financial service provider must make available to the depository 
copies of the relevant records in respect of securities or other financial products 

· held by such depository as may be specified.· 

10 202. (1) If a beneficial owner seeks to opt out of a depository in respect of any security 
or other financial product, such beneficial owner must inform the depository 
accordingly. 

(2) The depository must on receipt of intimation under sub-section (1) make ap­
propriate entries in its records and must inform the issuer or the concerned 

15 financial service provider'. 

(3) The issuer: or financial service provider must issue the certificate of security or 
other financial product to the beneficial owner or the· transferee, as the case 
may be, within thirty days of the receipt of intimation from the depository. 

( 4) The Regulator must make regulations regarding the mode and manner of inti-
20 madon, fees and other incidental issues. 

(5) The duty on the issuer or financial service provider under sub-section (3) is 
. subject to compliance with appropriate regulations under sub-section ( 4). 

'I' 

203. The Bankers' Books Evidence Act, 1891 (18of189l)applies in relation to a de­
pository as ifit were a bankas defined in section 2 of that Act. 

25 204. (1) A depository must indemnify a beneficial owner for any loss caused to the ben­
eficial owner due to the negligence of the depository or any direct participant 
of the depository. · 

(2) Sub-section (1) is subjectto any other law to the contrary. 

(3) Where the loss due to the negligence of any ditectpartidpant bf the depository . 
30 under sub-section (1) is indemnified by the depository, the depository has the 

right to recover the same from such direct participant. . 
' . 
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· certain cases. 

205. (1) An Infrastructure institutfori acting. as a settlement system may.lend securities Securities lending~ 
to persons.that use such services. · 

(2) The Regtilator may make1 regulations goverrtirtg the lending of securities by . 
35 Infrastructure Institutions, 

CHAPTER41 

ISSUE AND LISTING OF SECURITIES 

296. (1) A public offering of securities must be.pursuant to filing of'! sta.tement provid­
ing adequate information about the issuer and the· security being issued, with 

40 the Regulator. · · · 

Public offering. 

-''-I 
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(2) The Regulator may specify -

(a) what constitutes public offering; 

(b) what constitutes adequate information; and 

(c) the form and content of the information to be provided. 

(3) The Regulator may impose different conditions on public offering, for - 5 

(a) different classes of securities; and 

(b) different classes of issuers. 

(4) The Regulator may make regulations exempting specified issuers from comply­
ing with the provisions of this section. 

207. If any person makes a public offering in violation of this Act, then such person is 10 

liable to pay a penalty as may be specified. 

208. (1) Every issuer making a public offering has an obligation to -

(a) provide adequate information, before a public offering is made, about 
the issuer and the security to allow persons to make adequately informed 
decision to subscribe to such public offering; 15 

(b) provide adequate information, on a regular basis, about the issuer and the 
securities to allow persons to make adequately· informed decisions about 
dealing in such securities; and 

(c) have in place systems of governance and processes to ensure that the 
functions of the issuer do not discriminate between owners of a class of 20 

securities of the issuer. 

(2) If the public offering is made by a person other than the issuer, then the person 
must provide information which is relevant for a potential subscriber of the 
issue to make an informed decision. 

(3) The Regulator must make regulations to enforce the provisions of this section 25 

including-

(a) the information that must be provided under this section; 

(b) the form, manner and frequency with which such information must be 
provided; and 

(c) the systems of governance and processes the issuer must undenake. 30 

209. (1) Any security with respect to which a public offering has been made must be 
listed on an exchange. 

(2) If any class of securities is listed on an exchange, further issue of the same class 
of securities of the same issuer must be listed. 

210. (1) Any person seeking to list any security on an exchange must make an applica- 35 
tion to such exchange. 

(2) No such application to an exchange may be entenained unless it has been 
made-

(a) with the consent of the issuer of the securities concerned; and 
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(2) The regulator must make regulations to -

(a) determine the criteria of change in control; 

(b) · ensure all owners of listed securities have adequate information to make 
informed decisions; · · · 

. (c) the process for determining the fair price; and ,, 5 

(d) prevent any action which may prevent the determination of the fair price. 

(3) The Regulator -

(a) must, in consultation with the Corporation, specify the conditions under 
which specified transactions may be exempted from compliance with reg­
ulations under sub-section (2) for the purpose ofcarrying out transactions 10 
under Part VII; and · · · 

(b) may, ill consultation with the Corporation, exempt. a transaction from 
compliance with regulations under sub-section (2), bya reasoned order, 
for the purpose of carrying out transactions under Part VII. 

2Jl.4. (1) The issuer must ensure that any buy back of securities by the issue:r is carried·. · 1s 
out-in a manner which - · 

. (a} does not discriminate between owners of the securities; . 

(b) provides a fai; v~ltle to persons from whom the securities are bought back; 
and 

(c) is equitable to those who choose to sell their securities. 

(2) The Regulcitor must make regulations governing the buy back of securities by 
the issuer. 

(3) The regulations under sub-section (2) must specify: 

(a) -conditions of buy back; 

(b) procedure of buy back; 

(c) general obligations of issuer; and 

· (d) penalties for violation. 

CHAPTER42 

MA_RKET ABUSE 

2Jl.5. (1) A person .is prohibited from committin&' market abuse. 

(2) A person commits marKet abuse if the conduct of such person is intended to 

20 

25 

30 

· : '· . interfere with free and fair operation of the securities market by, hampering 
the abilifyof persons to i:nake informed decisions in relation to dealing in secu­
rities, and is carried out to make a financial gain and includes criminal market 

· abuse. · · 35 

(3) Criminal market abuse consists of -

(a) abuse of iilformation as described in section 216; 

(b) insider tradii:i.g as described in section 217; or· 
. . . . 

(c} securities market abuse as described in section 218. 
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20 

- 25 

30 

(a~ dealing in securities, directly or _indirectly; or-
(b) · using or eniploying'ficritious, manipulati~e, dec~ptive ot artifidal device~ 

or any other.form of deception, Scheme, artifice or contrivance;.·.: .. 

(2) Results intended by sec~~ities·~~rk~iabtise ma; beany of the-fohowing-:- · .--
" . - I . .--.,. • ·: -

(a) artificially c~eating, 'maintaining or affectiilg .the. price, liqllidity, demand;-. -
supply, tradirig or market for securities; or •' ' .- . _· -. -_ ; 

(b) giving false· or misl~ading impression a~ol!t ihe price,.1iql}iditi, demand,:; . -
supply, trading or niarketJo_r ~ecurities, .. 

• (3) In this secti()n, ,;conduct;, fad~desany act, expression, omissi~n or ~oncehl-_ 
. riient, whether committed in a deceitful inanner or not, and whether or-not 

. resµlting 1n any' wrongful g~in or avoidarice of lo~s, by - · 
-,_ ·--·- ·- ,; ,· . . :_ 

{a) . any.person; -

(b). any C>ther person wii:h cC>nnivance of such per_son; or : 
I • • - ,· ' : _. , 00 

- . (c} by agerit of such person.~ 

2 :ii. 9. · (1) The': Re~lator' m~y-ma.Re regtilations. spedfyirtg: conduct_ which: amounts .tb' ' Duties of the 
. . -market ·abuse:- - - ·· .. · · --- · · · · · - · - ·· ··Regulator. 

(2) The regulations may require persons transacringin securities - - . 

-(a) to.refrain fr.om taking specified actions; o; 
(b). to rep~rt tr~nsattions insecurities. 

. ! 
-:.:~(- .-

. (3) The Regulator may mak~ different r~gulations for diffe~ent seciJ..iities or differ~~ -
- __ en! cl8.ss~s. of p~r~ons. · •: 

(4) The Regu~at~,r mayexerript specified securities 6r specified-classe~_of persons;:-
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(5) The Regulator may take enforcement actions, as applicable, against any person 
who commits, attempts to commit, or abets market abuse. 

· (6) If the Regulator proposes to take any enfqrcement action agairrsta person un­
der this section it must give the person a 'show cause notice. 

(7) If the Regulator decides to take any enforcement action against a persori under 
this section it must give the person an decision order. 

(8) Any enforcement action by the Regulator does not bar the Regulator from pros­
ecuting such person for criminal market abuse, but any fine required to be paid 
as a result of a conviction for criminal market abuse may be setoff against any 
amount paid for an enforcement action for the same cause of action. 

220. (1) A person who commits or abets criminal market abuse, is punishable with Class 
- A offence under this Act. 

(2) A person who attempts to engage in market abuse, is punishable with Class C 
offence under this Act. 

5 

10 
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222. 

i ... ,_... .,_,_,_ •.. 

(a) to prptect and enhaqce the stability and resili~*e bf the fin_ancial syst~mj" 
,- - - ·- . ·I - .- . . .. - ·-·. -·- = - . - , 

. (b) to ephance finaneia~ mark~t efficiency' through the :efficient piicing an_d :- -
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(2) . The Corporation:: B9ard m:Ust djsseminate infomiatiori t_o the public_ relating _to · -

. ' its functions in a tran~parent arid accountabl(! 'in:arinei. . . - - . . 
. . "·"·i .. . .. . ' 

. . - .. . - . '":I" - - - . - . ... -.. .... - . . , - . 
. 224; (1} The Corporation rimst e_nsurethat the .persons appointed as officers and em- ·• Officers and 

. '· ·- ·'pfoyees'l)cive krtowlecige-~nµ experiehcejn the regufatipn;'supeivfsion.or.res->' ~:~~~:~~~-f-the 
··_ .· · olution of; financial senfic~ pr0Vider(.~ncludi11g ofSystemfca.lly Important Fi-' . .. ·· 

'· nandallns~ifutions,bankiuptcy and liqtiidci.tion, orhave knowledge of finance, •. 
_. ·;economks,'ac~ouritancy ~nd·~aw~. · ·\, ·· · ··. - . . · · - · · -
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duties with the Cqrpora:Hon, take a.n ~atli 'o(ficleHty and secrecy' in the 'form ~·. 
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. -·- - , ·. ·r .... 
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. . 

(c) enable the Corporation to make a decision order regarding whether a 
covered service provider should be placed in the receivership of the Cor­
poration; and 

(d) pay compensation relating to, and apply for the winding up of, a covered 
service provider. · . 5 

(2) Every examiner must submit reports to the Corporation at such frequency and 
ih such form and manner as may be specified. · 

226. (1) An examiner will have the power, on behalf of the Corporation, to conduct the 
regular evaluation of-. 

(a) a financial service provider that applies to the Corporation to become a 10 

covered service provider; and 

(b) a covered service provider, whenever the Corporation Board makes a deci­
sion order that an evaluation of such covered service provider is necessary. 

(2) An exaniinermust conduct the regular evaluation under sub~section (1) in such 
form, manner and frequency as may be specified. · 15 

I 227, (1) An examiner will have the power, on behalf of the Corporation, to conduct a . 
special evaluatio.q of any covered service provider if the Corporation makes. a 
decision order that -

I. 

(a) a covered service provider is at a risk other than "low risk to viability'' 
· under the framework for prompt corrective action under Chapter 45; or 20 

(b) the special evaluation is necessary for the Corporation to exercise its au­
thority for the resolution of a covered service provider. 

(2) Before conducting a special evaluation, the Corporation must review the reso­
lution plan submitted by the covered service provider. 

(3) Where a special evalua.tion is carried out, the Corporation may - · 

(a) bear the costs; or 

25 

(b) charge the costs to the covered service provider in respect of which they 
·were incurred. · 

(4) If the covered service provider is unable, or refuses, to pay the' costs under 
sub~section (3) (b), the Corporation may recover such costs from the covered· 30 

service provider as a debt due and payable to the Corporation. 

228. (1) The Corporation, and any examiner appointed ahd acting on behalf 6f the Cor- · 
poration, for the purposes of any actions undertaken under sections 225, 226, 
and 227 will have the power to access records of a covered service provider, 
whether in the course of conducting a regular or special evaluation,. regarding 35 

(2) 

. the affairs of the covered service provider, or a person belonging to the same 
group, or its related person. 

The examiner ni.ust,'\vtthbui:' ddai inform. the Corporation, in t:he specified 
form and m·anli~r, if~' at ahy time, there comes to the attention df the examiner 

··.any char;i.ge in the <:irc~mstances of _the covered ·service provider that might · 40 

have material conseqµences on th~ position of .the Corporation. 

'1.:· 

229; (1) For the. purposes of this section, "agency'' -
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, CHAPTER45 

. PROMPT CORRECTIVE ACTION 

231. (1) 'The Corporation and the Regulator must make joint regulations tO establish a 
framework for prompt c.orrective action for an covered service providers. 

(2) The Corporation and the Regulator, in establishing 'a framework for prompt 5 

corrective action, must take into accountthe following factors -

(a) the ability of a covered service provider to access additional capital; 

(b) the ability of a covered service provider to promptly address supervisory 
concerns that may arise from time to time; 

(c) the likelihood of the viability of the covered service provider deteriorating .10 

further if problems are not addressed within reasonable time; and 

(d) the proportionality of any measures identified and specified by the frame­
work to the risk to the viability of the covered service provider. 

(3) The framework for prompt corrective action must seek to -

(a) identify the risks to the viability of.a covered service provider at an early 15 

stage; 
(b) identify the remedial measures that may be taken by the Corporation, the 

Regulator, and any other public authority, in a manner that is timely and 
proactive; and · · . · 

· (c) identify the remedial measures that must ~1e taken by covered service 20 

providers to reduce the probability of failure, and ensure that the mea­
sures are taken in a manner that is timely and proactive. 

232. (1) "Risk assessment measure" means the risk assessment measures specified by 
the Regulator to assess the risk to viability of a financial service provider and 
includes a risk-based capital requirement. 25 

(2) The Regulator may make regulations to provide for the. imposition or with­
drawal of a risk assessment measure. 

(3) }'he Regulator must make regulations to provide, for each risk assessm~nt mea­
sure, the levels at which a covered service provider has a low risk to viability, 
moderate risk to viability, material risk to viability, imminent risk to viability 30 

and critical risk to viability. 

( 4) The Regulator must on a regular and perfodic basis, review the risk assess­
ment measures specified under sub-section· (2) to determine· whether the risk 
assessment measures are sufficient to - · 

(a) facilitate prompt corrective action; arid 

(b) prevent or minimise loss to the Resolution Fund. 

(5) · While determining risk assessment measures, the Regulator must take into ac-
count standard business cycle conditions. · · 

35 

(6) Regulations under.this section must be issued onlyafter consultation with the 
. Corporation.· 40 

233. (1) There is "low risk to viability'' of a covered service proviclerif the Regulator 
makes a decision order that the covered service provider ""'" · · . 
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238. (1) The Regulator may, by decision order, provide for the limits within which a: cov~ 
ered service provider may make capital distribution or executive remuneration , 
if the Regulator makes a decision order that, after doing so, the covered service 
provider is likely to be at greater risk to viability than it is before making such 
capital distribution or executive remuneration. 

(2) No coveted service provider will make any capital distributions while it re• 
mains in default with regard to the payment of any assessment due to the 
Corporation. 

(3) This section will not apply if -

(a) 

(b) 

there is a dispute berween the covered service provider and the Corpora~ 
tion over the amount of such assessment; and __ 

if, pendillg final determination of the dispute, the covered service provider 
deposits with the Corporation a security for the disputed amount as the 
Corporation determines to be satisfactory. · 

5 

10 

239. (1) Ev:ery covered service provider must prepare a re~toration plan and get it ap~ . 15 

proved from the Regulator as soon as the Regulator makes a decision order 
that the covered service proVider has moderate risk to viability. 

(2) The restoration plan must contain, in the event of specified circumstances af ~ . 
fecting the viability of a covered service provider, the measures to be taken -

(a) to restore the covered service provider to low risk ,to viability; and _ 

(b) to continue the carrying on of the whole or part of the business of the 
covered serVice provider by itself, or by any other person. 

:(3) The Regulatormust make regulations tci provide for -

20 

-(a) the contents of the restoration plan other than. what is contained in· sub- -· 25 
sectibn (2); - · · 

(b) the manner by Whi~h ~covered serVi~e provider may update its restora­
tion plan; and 

(c) the manner by which a covered s.ervice provider may get its restoration 
plan approved. 30 

C 4) If the Regulator determilles that a restoration plan fails to make satisfactory 
provis~on in relation to the matters required, the Regulator must take steps as 
it considers appropriate. - - - - - , 

· (5) The steps that the Regulator may_ take include requiring the restoration plan to 
be revised. · · 35 

(6) The Regulator must submit a copy of everyrestoration plan approved by the 
Regulator to the Corporati011, as sq~m as may be practjcable after the approval 
is granted, 

(7) Regulations for restoration plans must have regard to the relevant international 
standards, if any. · . 40 _ 

.-. (8) Regulations' under this section must be issued only after consultation with the 
· CorporatiOn. - · -
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242. (1) The Corporation may apply to the Regulator, in the form and manner pre­
scribed, for appointment as receiver of a covered service provider only if at 
least one of the following conditions is met -

(a) there is any concealment of the books, records or assets of the covered 
service provider, or any refusal to submit the covered service provider's 5 

books, records or affairs for evaluation or inspection to any examiner; 

(b) the Corporation terminates or cancels all Corporation insurance that the 
covered service provider may have acquired in accordance with Chapter 
SO; . 

(c) the covered service provider materially fails to submit and implement a 10 

restoration plan within the time specified under section 239; or 

(d) there is "imminent risk to viability'' of a covered service provider under 
the framework for prompt corrective action contained in Chapter 45. 

(2) Upon receiving an application from the Corporation under sub-section (1), the 
Regulator, by order, must appoint the Corporation as receiver of the covered 15 

service provider. 

(3) Upon appointment as receiver of the covered service provider, the Corporation 
may, by decision order, direct -

(a) the vesting of shares and subordinate debt of the covered service provider 
in the Corporation; or 20 

(b) the incorporation of a bridge service provider in accordance with the pro­
visions contained in Chapter 48. 

( 4) The Corporation will, upon appointment as receiver of the covered service 
provider, succeed to all rights, titles, powers, and privileges of the covered 
service provider, and of any shareholder, member, consumer, officer, or director 25 

of such covered service provider with respect to the covered service provider 
and the assets of the covered service provider. 

243. (1) Upon appointment as receiver of a covered service provider, the Corporation 
may, by a resolution order, resolve the covered service provider, in one, or a 
combination, of the following modes of resolution - 30 

(a) purchase in accordance with the provisions contained in Chapter 47; 

(b) the incorporation of bridge service provider in accordance with the provi­
sions contained in Chapter 48; or 

(c) temporary public ownership in accordance with the provisions contained 
in Chapter 49. 35 

(2) The r~solution order may provide for an exemption from compliance with cer-
tain regulations, in accordance with section 213(3). 

(3) The Corporation may exercise any of its powers as a receiver contained in this 
Chapter under the resolution order. 

( 4) The Corporation may modify the resolution order any time before any actions 40 

are taken in connection with it, as may be necessary. 

(5) The resolution order must provide for the actions that will be taken by the 
Corporation with regard to the covered service provider, including any process 
for compensation under Chapter 51. 
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(6) The Corporation must provide a copy of the resolution order to the covered 
service provider and the Regulator as soon as may be practicable after the 
resolution order is issued. 

Upon appointment as receiver of a covered service provider, the Corporation may, 
in accordance with any regulations made under this Part, take the following ac-
tions -

(a) take possession and control of the assets and undertaking of the covered 
service provider; 

(b) take over the management of the covered service provider; 

(c) require any person related to the covered service provider to account for 
and deliver to the Corporation the possession and control of the assets of 
the covered service provider; 

(d) sell or otherwise dispose of the assets and undertaking in such other man-
ner and on such terms and conditions as the Corporation determines to 
be appropriate; 

(e) arrange for the assumption by any person of all or part of the liabilities of 
the covered service provider; 

(j) conduct the business of the covered service provider to the extent that it 
deems necessary or beneficial to the receivership; 

(g) sue, defend, compromise and settle, in the name of the covered service 
provider, any claim made by or against it; 

(h) execute documents under the seal of the covered service provider; 

(i) do all such other things as may be necessary or incidental to the exercise 
of the Corporation's rights, powers, privileges and immunities as receiver; 
or 

(j) recover from the assets of the covered service provider all costs incurred 
in the receivership in priority over all other claims. 

The Corporation may make regulations to provide for the performance of any 
function by any member or shareholder, director, partner, trustee or officer of any 
covered service provider for which the Corporation has been appointed receiver_ 

(1) Upon the Corporation being appointed as receiver of a covered service provider, 
there will be a stay on other proceedings involving the covered service provider 
to the extent provided for in this section. 

(2) No action or other civil proceedings including any execution or enforcement 

Power to manage 
covered service 
provider. 

Functions of the 
officers, directors 
and- shareholders 
of a covered service 
provider. 

Stay of 
proceedings. 

proceedings may be commenced or continued against the covered service provider 
or in respect of its assets or liabilities. 

(3) No action or other civil proceedings may be commenced or continued against 
any third party for the recovery of money, or for the enforcement of any se-
curity including any guarantee provided for the benefit of any covered service 
provider in respect of any liabilities of the covered service provider. 

Nothing contained in the Indian Stamp Act, 1899 (2 of 1899) will affect the power Transfer not 
covered under 

of the Corporation to recommend that any document relating to a transfer of as- Indian Stamp Act, 
sets or liabilities of a covered service provider under this Part will not attract sfamp 1899. 
duty, and such recommendation will ordinarily be followed by the Central Govern-
ment. 
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248. No person may terminate or amend any agreement with a covered service provider 
or claim an accelerated payment by reason only of -

(a) the covered service provider being placed in receivership; or 

(b) the agreement being assigned to or assumed by the bridge service provider. 

249. Where an order appointing the Corporation as receiver is made under section 242, · 5 

any provision in any agreement contrary to the provisions in that section is void. 

CHAPTER47 . 

RESOLUTION BY PURCHASE. 

250. (1) The Corporation must estimate the riet worth ofa covered service provider un-
der resolution using industry accepted best practices of valuation, as specified. 10 

(2) Any estimation of the net worth of a covered service provider under resolution 
made by the Corporation under this section is confidential, and must not be 

· disclosed to any person,- including any potential purchaser. 

. (3) The Corporation must prepare and issue a bid package, which must contain all 
the initial information which a potential purchaser needs to be provided with 15 

before placing a bid. 

( 4) The mode and manner of issuance of a bid package will be as specified. 

(5) Potential purchasers may submit an intention to bid to the Corporation in the 
-manner and form, and within such time, as may be specified. 

(6) Based on the.intentions to bid, the Corporation may approve or reject potential 20 

· purchasers, in a manner as specified; 

(7) The Corporation must permit every approved potential purchaser to conduct 
due diligence of the covered service provider undf;!r resolution. 

i . (8) The Corporation must provide an opportunity for negotiations between the 
potential purchaser and the covered service provider before the submission of 25 

final bid. · 

(9) The approved potential purchasers must submit a final bid after conducting 
the due diligence in such manner and form, and within such time, as inay be 
specified. 

' (10) Within such time-period after all approved potential purchasers submit their 30 

final bids, as may be specified in the bid package, the Corporation must inform 
one or more identified purchasers, in a manner specified. · 

(11) When carrying out the process under this section, the.Corporation must take 
into consideration :.... 

(a) the composition of assets and liabilities of the covered service provider 
under resolution; · 

the competitive ~nd economic conditions prevalent in th~ financial sys- . 
tern; and · · 

(b) 

(c) the need for expeditious resolution. 

35. 

r. 
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( 4) A resolution order under sub-section (1) may direct the transfer of assets or 
liabilities of a covered service provider under resolution, which includes any 
qualified financial contracts, to a foreign financial service provider only if the 
contractual rights of parties to such qualified financial contracts, are enforce-
able substantially to the same extent as permitted under this section. 5 

(5) In this section -

(a) "foreign financial service provider" means a financial service provider 
which is not an Indian financial service provider and any branch or agency 
of such financial service provider; 

(b) "qualified financial contract'' means any financial contract as may be spec- 10 

ified by the Corporation; and 

(c) "transfer of qualified financial contracts" includes the transfer to a pur­
chaser of all of the following -

(i) all qualified financial contracts between any person and the covered 
service provider under resolution; 15 

(ii) all claims of the person against the covered service provider under 
resolution under such contract, other than any claim which, under 
the terms of the contract, is subordinated to the claims of general 
unsecured creditors of the covered service provider under resolu-
~n; w 

(iii) all claims of the covered service provider under resolution against 
the person under such contract; and 

(iv) all property securing or any other creel it enhancement for such con­
tract or any claim under such contract. 

(6) For the purpose of this section, parties to qualified financial contracts do not 25 

include the covered service provider under resolution. 

253. (1) Any bid package provided under section 250 is confidential, and may not be 
disclosed to any person other than those identified by the Corporation, until 
the purchase by a covered service provider is concluded. 

(2) The Corporation must, after the purchase is concluded, publish the relevant 30 

details about the transaction to the public in a transparent and accountable 
manner. 

254. (1) The provisions of section 43A of the Competition Act will not apply to any 
party to the purchase of the assets and liabilities of a covered service provider 
under resolution by a purchaser under this Chapter. 35 

(2) In this section, "party" includes -

(a) the Corporation; 

(b) the Regulator; 
(c) the covered service provider under resolution; or 

(d) the purchaser. 

CHAPTER48 

RESOLUTION BY BRIDGE SERVICE PROVIDER 

255. (1) The ~orporation may e~tablish one or more wholly oWned subsidiaries asap-
propriate to be referred to as 1'bridge service providE!t". 1 

' 

• 

40 
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(2) The general superintendence, direction and management of the affairs of the 
bridge service provider will vest in the board of the bridge service provider, 
which may exercise all powers and do all acts that may be exercised and done 
by the bridge service provider. 

5 (3) The Corporation must appoint the board of directors of the bridge service 
provider. 

( 4) The board of a bridge service provider must elect a chairperson who may also 
serve in the position of chief executive officer of the bridge service provider. 

(5) The Corporation may -

10 (a) remove the directors of the board of a bridge service provider; 

(b) fix the compensation of directors of the board of the bridge service provider 
and its senior management; and 

(c) indemnify directors, officers, employees, and agents of a bridge service 
provider on such terms as the Corporation determines to be appropriate. 

15 (6) The Corporation may, on its own, or whenever the board of the bridge ser-
vice provider determines to be necessary, make available to the bridge service 
provider, upon such terms and conditions and in such form and amounts as 
the Corporation may determine, funds for the operation of the bridge service 
provider. 

20 (7) The funds for the operation of the bridge service provider under sub-section 
(6) may be in addition to any portion of the share capital of the bridge service 
provider that may be purchased or retained by the Corporation. 

(8) Whenever the board of a bridge service provider, with the approval of the 
Corporation, determines it is advisable to do so, the board of the bridge service 

25 provider will cause capital stock of the bridge service provider to be issued and 
offered for sale in such amounts as it may determine. 

30 

256. (1) The resolution order issued under section 243 for resolving a covered service 
provider by a bridge service provider may direct all or any of the following -

(a) the transfer of some or all of the assets or liabilities of the covered service 
provider under resolution to the bridge service provider; or 

(b) the performance of any other temporary function by the bridge service 
provider which the Corporation may specify. 

(2) The transfer of any assets or liabilities under this section will be effective with­
out any further approval under law. 

35 (3) When issuing a resolution order under this section, the Corporation must keep 
in consideration the following factors -

(a) the extent to which the continued operation of the covered service provider 
is essential to provide adequate financial services in the community where 
such covered service provider is located; 

40 (b) the inability to effect a resolution by purchase under Chapter 47 immedi-
ately; 

(c) the necessity to create conditions to enable the canying out of a purchase 
under Chapter 47; and 
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(d) the amount reasonably necessary to operate such bridge service provider, 
which should not exceed the amount reasonably necessary to liquidate 
the covered service provider under resolution. 

(4) The resolution order under this section must be implemented fully within two 
years from the date of the issuance of the order. 5 

(5) The Corporation Board may extend the period under sub-section ( 4) for one 
year at a time, not more than three times. 

257. (1) The status of a bridge service provider must terminate at the earliest of the 
following circumstances -

(a) the bridge service provider is merged or consolidated with an entity other 10 

than the Corporation and other than another bridge service provider; 

(b-) the liabilities of the bridge service provider are assumed by an entity other 
than the Corporation and other than another bridge service provider; 

(c) the assets of the bridge service provider are acquired by an entity other 
than the Corporation and other than another bridge service provider; or 15 

(d) the expiration of the period under sub-section 256(4). 

(2) If the status of a bridge service provider has not been terminated under sub­
section (1), the Corporation must liquidate the bridge service provider upon 
the full implementation of the resolution order under secpon 256. 

(3) The liquidation of a bridge service provider must be in accordance with the 20 

provisions laid down under Chap,ter 51. 

CHAPTER49 

RESOLUTION BY TEMPORARY PUBLIC OWNERSHIP 

258. (1) The resolution order issued under section 243 for resolving a covered ~ervice 
provider by temporary public ownership may provide for - 25 

(a) the identification of a designated service provider; and 

(b) the transfer of all or parts of the assets and liabilities of the covered service 
provider under resolution to the designated se1vice provider. 

(2) The resolution order may direct a designated service provider to -

(a) exercise normal shareholder rights in the covered service provider under 30 

resolution; 

(b) manage the covered service provider under resolution; or 

(c) exercise any other powers as may be specified in the resolution order. 

(3) The designated service provider must introduce corporate governance arrange­
ments in the covered service provider under resolution in line with best practice 35 

as soon as is reaso~ably practicable. 

(4) The designated service provider may, subject to the approval of the Corpora­
tion, design, and implement a business plan, to operate the covered service 
provider. · 

(5) The Corporation may specify the requirements for a business plan under sub- 40 

section (4). 
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(3) The Corporation, in determining the limits under this section, mtist take into 
consideration its objectives under Chapter 43 .. 

( 4) The Regulator, in consultation with the Corporation, will determine the speci­
fied categories of covered obligations under this section, and in doing so, mu~t · 

· take into consideration the following factors - 5 

(a) the· nature- and extent of detriment that may be caused to consumers in 
case of non-fulfilment of obligations owed to them by the covered service 
provider; 

(b) the lack of ability of consumers to access and process information relating 
to the safety and soundness of the covered service provider; and 10 

(c) the inherent difficulties that may arise for financial service providers in 
_ fulfilling those obligations. 

261. (1) The following financial service providers are eligible to obtain Corporation in­
surance under this Part -

(a) each financial service provider that makes covered obligations for the pur- 15 

pose of this Part; and · . 

(b) each financial service provider designated by the Council as a Systemically 
Important Financial Institution. 

(2) No financial service provider that is not eligible under sub-section (1) can ob~ 
tain Corporation insurance under this Part. - 20 

262; (1) Every financial service provider that.is eligible under section 261 must apply to 
the Corporation for Corporation insurance, in the manner and form specified 
by the Corporation. · · 

(2) For. every financial service provider that is eligible and applies to the Corpo­
ration under sub~section ll), the Corporation must carry out an assessment · 25 

within sixty days of that financial service provider making an application to 
the Corporation~ 

(3) If the Corporation, upon carrying out an assessment, makes a dedsion order 
that a financial service provider can be a covered service provider, the Corpo-

. ration will issue Corporation insurance to that fimmcial service provider under 30 

such terms and conditions as niay be specified by the.Corporation. 

263. (1) The Corporation must carry out ail assessment of a finaneial service provider, in 
the specified form and marm·er, to make a decision order whether that financial 
service provider can be a covered service provider. 

(2) A financial service provider may not_ obtain Corporation insurance if the Cor- 35 

poration has not carried out an assessment of that financial servi_ce provider. 

Resolution Fund. i 264. (1) Ther~ will be constituted a fun-d; established and maintained by the Corpora­
. tion, called the Resolution Fund; to which will be credited all amounts received 
as premium from covered service providers,. towards --

(a) insuring each consumer of specified categories of ~overed obligations un-- ' 40 
der section 260(1)(a); ancr . - -

(b) insuri~g ag~inst th~ r~~biution of each covered service provider under 
section 260(1)(b). · · 
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(a) adequacy in meeting the financial requirements and present and projected 
expenditures of the Corporation; and 

(b) fairness in comparison to the costs incurred by the Corporation for which 
the costs are payable. 

269. (1) The Corporation must make pay-outs from the Resolution Fund when a reso­
lution order under section 243 provides for the payment of a specified amount 
to specified consumers of a covered service provider, on the date on which the 
resolution order comes into force. 

(2) The Central Government must, in consultation with the Corporation, prescribe 

5 

the maximum amount that may be made as pay-outs. 10 

(3) The Corporation may make pay-outs in instalments, if it is appropriate and 
necessary to do so. 

( 4) The Corporation must make regulations to provide for the process of making 
pay-outs, which must include the following -

(a) the notice period to be given by the Corporation to the consumers with ls 

respect to the pay-out; 

(b) representations, if any, to'be made by the covered service provider, or the 
consumers, to the Corporation in relation to the pay-out; 

(c) any extension of the notice period; and 

(d) alternate provisions for making payments t0 Lvnsumers who are not found 20 

or readily traceable, at the time of making pay-outs. 

(5) If a covered service provider makes a claim for compensation over and above 
its specified insured amount, such claim will be referred to the Corporation 
under the provisions of Chapter 51. 

(6) Any amount paid by the Corporation under this Chapter in respect of a covered 25 

obligation will, to the extent of the amount paid, discharge the Corporation 
from its liability in respect of that covered obligation. 

270. The Corporation retains the right to terminate the Corporation insurance of a cov­
ered service provider in any of the followirlg circumstances -

(a) if the covered service provider fails to pay premia for two consecutive 30 

periods; 

(b) if the covered service provider has, by a decision order, been determined 
to be at critical risk to viability under section 237; 

(c) the covered service provider or its directors or trustees have engaged or 
are engaging in unsafe or unsound practices in conducting the business or 35 

continuing the operations of the covered service provider; 

(d) the covered service providers or its directors or its trustees have violated 
any applicable law, regulations or condition imposed by the Corporation 
or Corporation insurance or written agreement entered into between the 
covered service provider and the Corporation; 40 

(e) the Regulator makes a decision order that the covered service provider is 
not engaged in the activity it is registered to carry on; or 

(j) the Regulator withdraws any authorisation that it may have granted to 
the covered service provider. 
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· 271. (1) Ifanyofthe circumst~nces under.section270~e-niet, the CorroratioJ) maY, 
by a decision order, terminate the corporation il1surance of a cove.red service 
provide;r .. · 

I . • . 

(2) Before issuing an· order under this sed:iOn,the Corporation must-' 

- ... _ 

Process for 
;termination of 
Corporation 
insuranae. 

5 (a) inform the covered service provider of its intended actions; . . . 

(b) . provide the time~period within which a representation may be made PY .· 
the 'covered service provider tci .the Corporation, which may not be niore 

._ thaµ ninety days;:~d ·· · · · · · 

(c) consider representations froni.th~ covered service provider, if such repre-
10 sentation is ma~e within the notice period provided . 

. (3) The Corporation may extend the time"period for submitting representation, 
upon the request·ofthe covered serVi.ce provider, for a' period of not more than 
ninety days; if it is satisfied that such a request isreasonable. 

(4) If no repres'e~tadon ·is .received by the Corporation-from a covered service 
15 provider with thE:! time-period provided, the Corporation must terminate the .• 

. Cori>oration insurance of that covered service provider. ·· · · · · 
. ~ . - ' ' _. . . 

. cs) If the .c~rporation insurance or a covered serV:ite provider is .terminated, tne 
Corporation must, :without delay...,.·~ . 

. (a) inform the covered service provider of such, termination; arid ~ 

(b) reqµirethe covered service provideno inform its cohsumerirnnd the pub­
lic at large of such termination, in the forin and manner as IlJ.ay be speci­
fied. 

. . . . . . . . . . . . Revocation of . 
272. (1) The .Corporation may revoke the termination of the Corporatfon insurance of a termination of . 

covered service provider if it is satisfied that the reasons for termination have. corporation 
25. been suitably remedied ·or the risk to consumers or ahy other persorihas bee.n · insurance. 

· · averted or substantially reduced, to the satisfaction of the Corporation. 
- - ... - . . - . - - ··' . - ~ -- . 

· . (2)' ff the termination of Corporation insurance of a covered service provider takes ·. 
place under sectiOn .270{6) (a), the Corporation inay~revoke the said tehnina~ 
tion: and restore the Corporation Insurance if that covered service provider pays.·. 

30 . all the amounts due by way of premia fiom the date of defaµlt till the date of 
paYffient, tqgether 'with interest due on the date of payment; . · 

.: . . . ., - - . . ~ - . . . . - -

. . , .. - - . . - . - ·-- .- --

2/3. (1) The Corporation may avail of a lin~ of creditfromthe Central Gcivemmentfor 
aperiod of five years from the date ofestablishrrient ofthe Resolution Furid, in 
such forffi an~ nianner. as prescribed .. · · .· · 

Line of credit. 

·. 35 . (2) The Central Government may extencj. the line of credit upon a request by the 
CorJ:>oration, in the form an:d ma_nner prescribed, as it thinks fit; · 

40 

(3) The terms of the line of creait must include the following .:..:. 

(a) the a.mount rpat may l:>e b9rrowed by. the Corporation under this section; ·. ··. 

(b) . the ~epa:Yment schedule according towhich the a~ount m1ist: be reriimed ~ 
to the Central Govemmerit· · · • · ·. · · · .·· · · · 

. -·.:. . . - . ~ - ;· . . . ' .) ' - . '. . - . ~ ~ -: - . - . . - . 

. (c) the interest rate that the Corporation is obliged to pay on :the· amount ·· 
availed under theJine ofcredit; and . . . . 

··-·- ".···-····--·-·-.·· 
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(d) the nature of investments the Corporation can make with the amount 
availed under the line of credit. 

(4) The Central Government will determine and review the terms of the line of 
credit, in accordance with this section. 

(5) The Corporation may, during the period that it avails the line of credit, apply 5 

to the Central Government, in the form and manner prescribed, for extension, 
renewal or temporary increase of credit. 

(6) Each request by the Corporation to the Central Government for extension, re­
newal or increase of credit under this section must be accompanied by a de­
tailed report stating the reasons and need for such additional borrowing and 10 

its intended uses. 

(7) The Central Government may, upon a request by the Corporation under sub­
section (5), extend, renew, or temporarily increase the line of credit, for such 
period as it thinks fit. 

(8) The Corporation may use the amount availed under the line of credit for in- 15 

vestment purposes, subject to section 265. 

(9) If the Corporation avails the line of credit for the resolution of an identified 
covered service provider; the Corporation may meet its repayment obligations 
against that line of credit by claiming to be a creditor of the first priority of 
that identified covered service provider, in accordance with section 280, if that 20 

covered service provider is liquidated or dissolved 

274. (1) The Corporation must make regulations to provide for the form and manner in 
which a covered service provider must advertise to the public at large about its 
Corporation insurance. 

(2) No financial service provider, or a person belonging to the same group, or its 2s 

related person, may represent or imply that the financial service provider, or 
any obligation or amount credited to the Corporation, is insured or guaranteed 
by the Corporation, if such obligation or amount is not insured or guaranteed 
by the Corporation, including by -

(a) the use of the terms "Resolution Corporation" , the "Corporation", "Cor- 30 

poration insurance", "Resolution Fund", the "Fund" or any other term that 
gives the impression that it is associated with the Corporation or the Res­
olution Fund, as part of the business name, or firm name, of any person, 
including any corporation, partnership, trust or any other entity; or 

(b) the use of any other terms, signs or symbols as part of an advertisement 35 

or any other representation. 

CHAPTER SI 

COMPENSATION AND LIQUIDATION 

275. (1) A resolution order issued under section 243 must provide for compensation in 
connection with the covered service provider under resolution. 40 

(2) Under this section, the Corporation must specify the categories of persons 
who are entitled to compensation from the resolution of the covered service 
provider under the resolution order. 
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. (3) The Corpo~atioio, may specify the cat~gories of person.s who mafbe entitled 
. t~. comp~nsa'tion:from me resolution of. a cover~d .serVice proVider. under a. 
resolut:ioriordex; ancil the .time-period within whiCh .the deterffiiiiation tinder 
sµb-section (2) must bem~cl.e.- · · . · · 

·1·: 

(a}· a general notice to the public; and 
~ ' . '. . . , . . ' . . ' . ' 

(b) speciai notices to indiViduals who f,aHwithin ihe. specifi,ed. ~ategori~s. · ·.· 

(2) The notices under sub~section (1) must be issuedin a manner best suited to 
bring it to the attention of the: public or"'th~ 'individuais, as the case'lnay'be .. 

. . . : . -' : . _·· . . -. . .- - . . . ' . .. . . . -

(3) The notice, .under.sub~sectiion {l)(b) to every' indiyidu€il who falls within the .. 
specified categones. must:.:'.' ... · .· . . .. . . . 

. ' 

' (q) st:a~e the amount ofentitlernent to compensation of that individual; _. . ~.- . - . . . . '·' .. -. . - ~ - . . . . ' -: . ' ... ' 

· (b) State ·th~ proof ~f~ntiti~ment to coinpe~sation that that individ11al must' 
provide to the Corporation; and · · , , ·. · ,, · · 

~~- : 
(.CJ provide the form, ·manner and reasonable time-period withiri which indi'-
. ·_ yiduals must: respondto the notice. · · ·. · 

(4) The Corpdratic:m m~y specify'."'." · . .. . . ·. . • ··· · 

·. (a) tHide/~tib.:sedion'.(iJ(a) ancf'sub~s~ctibn(L)(b);~-'tli~"form'~rtd fu~-·rlme·' 
. 20 .•. · period within whkh stich riotiee nitisfbeissue_d; ~nd ... ·· ' . . . 

. . (b)- the ?roof of ~ntit1(!m~nt that specifiect categori~s.6f P.~rsons may provide 
under stib~section (3)(b). .. · · · · · · · · ·· -

.. ·., ·-' . ' 

(5) Every individtihl i:o whom ~ notice has been issued by tli'e Corporati9n mu8t 
respond in the form, m(lnner and tlme-p~nod provided. · . . 

·_.: :>·. -: ;::;\:-. 
2s (6) The Corporation may reject the entitlemeI1t to. cornp~I}sation of anindividual · 

if section (5) 'is nof complied With. . . . . .... . . ,; . . 

·· (7) Regl.llatlons under this secti~~·~ustl>~~i~~.u~d on~y-~aft~r c9nsul~ation with the 
Regulator. . · · ·. . .- · - , : . · '. , ·· ·. . •·. ·· ·• .. · · ·.. . . . .· · • · 

' ': ..... '. . .. ·. . .. ~ '· ' 

(8} _In this section, "proof of enrltle111entto · compepsationl', means ·a:ll information 
30 .· or documentation, as niaybe seecified; that ~n individual mustpresent to the .. 

. , Corporatioiriinder' sec:ti0n"276,:fo• pto\re th.at -~hat'indtvidri_al is eiit_i~le'd to the· ..... 
compensation:· ., · · · ,_,_ .. , .,. · ' - · · · · ·· · - .· '·. ''. 

Compensation 
notice; 

21.i. 

35 

u) Any pet-sciri, inc1tidi~i ari ·iirr9i~du~1 u~aei ·sub~set.tJ9~ .?75 c~J,'ri{ay objeci·i~r ~%~~W5~ii~~ ~, .. 
the notices under sections'276(1)(a)·ai1d 276(1)(b);'iri "conriectfon with the·.·· notice. 

':resolution c;ifa q>yered ~~eryic:e;providerunder a resolution c11;qer; cm ori:e of the. 
., follO.":'ing. grounds - . . · . . · · .. . ·• . · · . . ... · . , . .. . · · 

.• . 
0 
(af that" p~rson has not' been 'id~~~iftect' a~' an. individual ~~<l'ei' ~hb"section 

275(2) bU:tis entitled to compens~don; · · 

. ~ (b)"th~t iridividuaI·has"compH'~<l·\vit}i, sedioii 276(5)'61.it'.has been rejected: . 
1.mdersection276(6); or ·· .··,. '.·:· ·<._..,_,_, .:· •· ·.. - : ...• · 40 

(c) that individual has been offered C:ompensation'oKan amount less than.·· 
their etjtitlement to.c;:~~f?_e.P.s~J:i?fl·:;·,i:;;/; ;. , . ··:, i" . ·.,. 

:::'.· -

, ::.:.'­
~i .. : .. 
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. (2) The fqr~:· rr{~riner 'and reaspnable i:ime-p~riod Wifufr{which objections to the 
, notic~s 'under th~~ section may be made must be irl accordance With regulations 
made by the Coryoratiori. · · · · · ·· · · · · · · · · · · 

(3) The Corporation mus.t consider th~ ~bjections to the notices received under this 
section, and determine whether the person m'akirig the objection is endtled to 
Compensation, and the amount ofsiith entitlement to compensatiqn, from the, 
resolution of the covered, service provider under the resolution order. 

278;' (1) The Corporation must issue a compensation order in accordance with the pro­
. visions of this section. 

5 

(2) A compensation order must be issued within reasonable time, as may be spec- 10 

ified, after issuing compensation notices under section 276, but not before the 
objections fo the compensation notices have ~een received under section 277. 

(3) The ~ompensati~n order must -

(a) adhere to industry accepted best practiees of valua,tion, as may be sped-
~; ,' ' ~ 

(b) after due consideration of sections 276(S), 276(6} and 277(3) --.· .. . ' ' .· . ·. . . ' .. ' 

(i) identify tlje persons or individ,u:als who ate to b~ giv~n compensa­
tion; 

(ii) identify the persons or individ~als who ,Will ~ot be giv~n compensa-
.tion; ·- 20 

(c) identify the final amount of such:compensation that is to be given, which 
. may be different from the amount oferititlement hicompepsation under 
section 276(3)(a); and : ' . .. ·. ·: · 

(d) p;rovide details of the mode, manner and time-period. wi.thin which such 
·compensation will be giveri; · · 25 

. ( 4) The Corporation must specify _:_ 

(a) the form and manner of issuhlg a compensation ord~r;. . . 

(b} the valuation methods to be followed by the Corpor~tion for the purposes 
of valuing compensation; and ' 

(c) the mode, manner and time-period within which any compensation under 30 

. a co!Jipensation order must'b~, given. 

· (5) An affected person unde.r a compe~satioµ order has the right ro ·appeal such 
order before the Trib1,mal in: accordance with the provisicms of s~ction 282 . 

279. (1) Any col~werisation to. be given under. a compensatiofforder must be given by 
the C::orporation in accordance with section 264(2):., : ' / 35 

(2) Ally amount given by the Corporation under this Chapter in respect of com- . 
pensation to a pei:son will, to' the extent of the amount paid, discharge the 
Corporation from its liability in i:espect of that compensation to that person. 

280. (1) The Corporation must only apply for liquidation or dissolution of a covered 
service provider under resolution - 40 

(a)' under section
1

257;
1 

(b) if' it so determines under section 259; or 
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(2) The payment of interest under this section may be ca:lcufated at a rate and from 
a time that the Tribunal determines to be just arid reasonable. ·· 

. . 

284. (1) A decision or determination of the Corporation may be. reviewed by the Tri-
bunal only if cine ofthe.follow!ng conditions are met - . . 

(a) the Corporation, in making the decision or determination, has made an 5 

. error apparent on .the face of record; .. 

(b) the Corporation, in making the decision or d~termination, has.not consid- . 
. ered all relevant material, or has relied 'Ori irrelevant material, in making 
a decision or deter'inination; or · 

(c) the Corporation, in making the decision or determination, ha:s Violated 10 

the principles of naturaljustice. · . · 

CHAPTER53 

INTERACTION WITH· OTHER AGENCIES 

285. (1). Prior to exercising.any powers under <::;hapter 46, the COrporation must prepare 
a report detailing the effect that any action it is likeiy to take may have on 15 

competition in the relevant market. 

(2). Prior to exercising any powers under Chapter 46, the Corporation must -

(a) consult with the ·Competition Commission regarding the effect of the Cor­
poration's proposed action on competitionin the relevant market, includ-
ing by way of providing the report prepared tinder sub-section (1); and 20 ., 

(b) mak~ avaiiable any data, inforination or material in ·the possession of the 
Corpmation relating to the action it is likely to take, as may be required 

· by the Competition Commission under the Competition Act. 

(3) For the purpose of sub"section (2), sections 21 and 43A of the Competition Act 
will not apply. · 25 

( 4) Any data, information or material obtained by the·. Competition Commission 
from the Corporation under sub-section (2}(b) will be freated as eorifidential 
in accordance with the provisions of section 57 of the Competition Act. 
. . 

(5) The Competition Commisslcin, in cari-Ymg out any evaluation or making any 
determillation in relation to a matter. on which a report has · IJ'een provided 30 

by the Corj)oration under sub-section. (2), m11st give. due regard to section 
20(4)(k) of the Competition Act.. · 

(6} Sub-section (2) will not apply if the Corporation det:ermmes that-:-

(a) it must act immediately in orde.r to prevent the probable failure of a cov-
ered service provider; or · 35 

(b) the exercise 'of its powers . relates to a combination invohjng a covered 
service provider and one.or more persons befonging to the.same group as 
the covered service provider. · 

(7) Except the proviso to section 20(1) of the Competition Act, the provisions of 
section 20 of.the Competition Act wm not apply to a determination under sub~ 40 
section (6) until the completion of an action taken by the Corporation under 

· Chapter 46. · · 
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c • ··- -.- :~- ,. __ ,-. - ' .• _;>]" -.. -.· -. -.:.... ; _.-,.·:: .. ·. __ 
(a) consult ori_a.regtilair!'and freqtientl).as~s;. · 

(b) co-ordinate on' a_re~~lar and frequent ~?sis; . : 

. "· Corporation: and 
· ,: Regulator: . 

- . CcL ensure arid a~hieye' .• harmonisation ohegillatofyj1cticm; . . •. .... . . . .... 
. · .. ····.:··· :'. --: .<: [· .· ..• : . ::·.::~ .• •:.' . --~_-·· '·,.) __ .: __ · .. ··-··· .. ·· 

(d) issue ·regtilaticin~ jo~Jitly and·.in a Hmely'manner:rn:r the.: matters underi. 
. sub~section. (3), and.: ariY other inaner as may be .provided m1der this Act; " 

: . -(e) mak~'·reJevant'i~fo~itticm 'av~.il~I?l~ toeadh-;_o~e;:n:i a tim~ly mann~r/ .• 
.. . and:;: ..... .-' ' ,/t . . /: - ·:.'· ·- <~ ·. '<'.:- · >· · · 

.. _ :- .. . . • '. ! . . . . . · ... "· . c ·. . ' • . . ' ' .. : ..• ::- ':. .. . .• . . .. i' ~ 

·• (j) . a chi ~v~ an of the _a9c:>:veJn any ot:Qe( ru:~a C()I1~iderec1 rele,vantunder thi~ . · · 
Part. . ~ :; : ,. . ' ::. . . \ • . .. 

•.!-· ,.I . F' ·"·;:··_-

: '(2) The freqJeiicy 'of interaciion \.\ri¥ r~speC:i: i:o a covered sei[vice/pro\,i~er should : _. . 
' .. '. ·. fake into 'accmint the stage.of risk to·viati.ilftj of the covered sei'vice proyidei:: .··~ .·· .. . . ·. . .,_ - . - ' - - . . - - - ·~' - . . . ' -· ' . , - ~ ::'- ; ,_ - ' - .-.·- - . . .· '·. . ·- . - : _. - . - : •. . 

· . ·, ·.· (3) 'fhe Coipor~tlOJ) mld th~'. Reg\ilator ~ust mctlc~ regulatioq~ join~ly_in a rinle~y 
.. : . mariner, on all the folfowing ':"". - . . . . < . . . . ' .. 

(a): the:·~~mew~rkfor p~omptc~rr~·cti~~.actiori; ·._ .. _. _ .. 

··· .. · ... (b) the.risk assessmerit~f.~overed se~cepro~id~~~; .• _ •... 

(c) the'~hions to· be 'taken with -respect· to·~ ·cc)v~r~cI seririce proVid~r- ~t dif ! . 
ferent'stages oftiskto the covered service provider; and. . · .•.. ·.· • 

·Cd) the. ~d~ntificaticnfoffemerging -~i~ks•: theirass¢ss~ent,~guant~c~tioll_arid. 
· .-.-impact upon the financiatsector. .~ · "'· · ·. > ·· · · · · "'., - "-•• . . - - ' -.- :1> ~-:.; ·- .· ---- , '~'"-": --

.. . (4) The Corporation must ilj(orm the Regulator iftlie Corporation consid.ers takililg 
. any act:ion•wlth- respecttb _a covered service proVi~er under settiions 234;'.235, 

236 or 237. tmd¢r tlie f:tainework 'fot]prompt corrective actjon:: ··. .. . . . '. '. ,• 
,- " • .. - • • ,- •'.·v,'! •, •'" • ,-•:O' ;, • • ;.-•," 

.·•.· ..• (.5) 'fhe Regulator:must proyfde~fhe, Co~pbratiortwith:~e summ.acy·ofrisk··assess-:·_ 
. ' ment ca¢ed'out byit in connectiori ''v\ri~, covereq serVice prnvider~,_bn, a tegn~: .. 

larbasiis)and·in atin:iely:fashion~ .. : ; .• :-.\'.~:;: : ' • ' . < ~- ' ' .. 

'• • - < "• • : < • - ••• • , •',•' • •,>· 1, .. • •. .·. - .. -' • ;.L • ; •, ·'- • · •. ·: _; ,·,' - i "- • o' • ••• >o C' • • • •_ • .~ ._ • • .:<·_' · ' 

·•(6) The Regulatormustirif()x;rri the Corporation_of'i~ determimfrion;.~th respect:' 
. to a covered service proVJldei, 'IAfith regard:to - > . . . . . . . . 

' . . -- -' . ~ - - . -
' ~ .. ' ! 

.•Ca) the:risk to. ViabiHcy:6f the .cQvere~:seivice JPtbyider; 
· ·· · (b) thete~~c>m forstichideterinm~tion;·rund · -· ·· · · 

.• ~ ·=~ ~--·,;-.-'-':-_ z -. • .. 1.L_:;i:-·-~~----.:-~.' :~·.<·~-~. -. -.~ .. ,.:: 

. (c) the measures that ilie:Regulator proposes l:o taj<~. . 
~ -- - - T. .. . - . - .--". - .. '· -. - -.·. __ , -·. . . ·. ; . ~. ~ 

. •. (7) The :Re~Aitoi must p;bv\ae .~e-c()rpo;a.tioxi wi~ ~9JPies-~f its iinterventit~n. 
· an~ wiitl(respect_to a c~~ered s~r\Ti~ecprovidei ·· -· ···.- • '. · 0 
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.287. (1) If there is a piffetence pf opinion with regard to the jssmµ1ce of ~egulations 
between the Corporatfon ah4 the Reglilator, the dispu~e will be resolved by the 
Ccnineil in accordance With the' provisfohs under section 305; · . 

(.2) Prior to initiating any rheasu;e in respect of a Systemically Important Financial 
Institution, the Corporation must - · · · ' 

- ·., .: 

Ca) inf9rin die Coi.mcifof the measures that the cbrp9ra~ion. proposes to take; 
and .· :.··' "·.·. · · .. · . -·,,. · .. :; .... ;·, · .. :. 

-~ . 

(b) take such measures only with the approval of the CourtciL 

CHAPTER54 

OTHER. PR(?VISIONS GOVERNING THE CORPORATION 

288. In, addition to·a.n)iiliing' cohtained in this A~t ~th· rega~d to the ·annual report, 
· ·· the Corporation·inusr stibfuff to the Central Government' the following additional 

·information- - · · · 

(a) a stateineni: setting out.the value of the Resoltitio~ Fund; 

(b) a statement menti9~ing the m;e of t?e Resolution Fund; 

(c) ·a statement including details o~ actions takeU: again~t .covered service 
providers; and ·· · · 

; . <"' (d) any otl}er statement'th~t is neces~~ to '&ive an accurate assess~ent of its. 
fu1:1ctioning. · · · · · · · · .. · · 

5 

10 

15 

Nothing contajned in any other law creating a body corporate carrying out a finan- .. 20 

cial service will affect the applicabi~ity of the provisions of this .Part against such 
-.. ,,_. 

body corporate. · · ' · · 

·.·; - . ·-

,_, . . ·.·!' 

.·.,, _._: 

: - . ~ ~ 
- ·. ~· -,- ' :':"• 

[. 

L _____ ····- --- - ·---~--~-·------- •• ·-- - ··-·- ·-·~·, 
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_·,: PART Vilt·• 
·. ~- - -.~.>' _-·~ _\ ~~1- .· 

FU\lANCIAL STABILifY ANDDEVELOPMENT c"oiiNCIL"" 

·osJECTI.VE AND PuNcTIONING; oF fHE ·F1NANc1Ai. s{As111iv AND DEVELOPMENT 
··.·COUNCIL 

_,-.: 
••• - •• c .• -· :. ' . ' . • • ~:;_- - • :· • '· - -- .·" 

:··: .:.: . ,. ·. ·. . •.• <. .. : ! ; .. ···: .. ,.· .·: :· .. _,. :,-.-.' •. ,·· .. : ....... , :.. . . . •. 
~90. (1) :The (;ouhcil willpurs~e~he.objectiye offosterihg'the stal:lility(lnd;resilienceof. 

th,e financia,l sjrstem~ by""" . . . . .· . ... : . . . . . ·. . . . -· . 

-- . ---.. . -_- ,,• .- .. :·: : . ·:.... ·, ._ - -.. -
(a) identifyii1g and monitoring systemic- risk; anq · ..... - ' .. - -

. ····:(b} taJ9ng.all required actiOnto,eliininate.or mitigatesystemicri~k ... 

:1 ... 

:., · .. ' ·., 

Objective. · 

• : ~-:, \ ...... ·:· 1 ·-::_ ._ ·:~~--0 "-~·-, -.--: ~: _-··':·- ;:~·: __ -__ ... .'.-;-::"1./~,:-"._,:: ·:·· .·-··<>' .'.: .·--..... _., ,' :: ,.::~_-::·_';:_:. -
(2) ·The. Coqncil mus.t haVe r~gard to India's interfiat'ional obligati6n1{as relevadt; · .... 

·. iirthe process'ofachie_vilig its,9bjective; ··.· . .. . . 
--<_.:-

.. 
/ . 

·. 291. (1) .. The office of the Co~ncili wm·cori~ist of the Co~lld(Board, an' E~ecutive Corn~ Functioning of.the 
... · .rrtittee, a Secretariat; 'and a Data Centre~ . ..: . ' ... · , . . . .. ·: .. ·. . · · · council. .... 

·_ ~ - • . - . . - . - . ~ •.. -. - ,. ' .• ' - . : ' - .. '. ·_ - -. .. _ ._ .. ! i .-'. : .. _. . . ·-· •, ·• ,. : •.. 

(2) The Council B.oard must publishateport ~ithih thirtY days of tne beginning·'OL 
· · 15 every financial year to· disClose ·an· delegations• fo:the office· of th_e .· C<;>tinc~l, or. . · 

·. _bytlJ.e office oftli~.Coi.mcilJot the preyious fiJ).¥:1cial year.. · · , .. · · .·. 
.. . . . : ::: ~_;, -... -. 

'.· 

; 29~. :' cn~There Will" be established; for. the" purpos~s. o_f this i\c_t, a.~ Executive Committ~e·.··. Estal:ilishment of . 
· . · the Executive· · 

. · . • which wm have adrninisµ-atjve and nianagetjcll co;ntf'ol'. over thi;! affairs of the Committee; 

.· 20. 

25 

30 

_- c·<?wlClt.! . . -.. :::. ·: : ·. :~ · , ./ .... .:·_. __ :.~_ ,· ----- -, -, 
' - ! .. \ ~··· .. ;·::. 

·.·:~· .. _-_ -.~--.- .. _:·~ .. : - ' ..... ·, r. · .. -_~ ·,.. . . -.... _. 
. (2) .:The' Executive q:>mmihe~ Will comprise ~ . .• ' 

·· (a) the Reserve' Bank ¢hauperson as the ch~irperson of the E~ecutive Com-: 
· .. mittee; ., · .· · · · · ·. · · · · · · · · 

'· ... "(bf~ a ndmmee of ili~.~~riiber llientioned .under seci:ion-21 (3) (a); 
.. - . - . . . -. , - .. ·.. . . . . ~ I :-~- - ' . , . .. - . 

· . (c) the Fi11arJ.eial' Authority Chairperson; :: .. 

. · '1cif~tj1e C::bi-po~ati~n: Ch~irp~~sori;'· , ;; •. '• .· .. ·' .. 
. - ... . .-~ 

(e) an ad~in~ti-ative'iaw member; and 
. - - . . . 

(j) ·the. C:ouncff Chief Executive. . · · . . . . . . . . ·. i .. '}.'· ... 
,_.,. ·:-, 

. · ·. . . ' - . ~~; 

293. (1) . There ~iU be esta~l~she~, for the purposes of this-Act, a S~cretarfai: which. wHL . :!a;!~~:~:r~~· \ 
··. assist'the Couneil in.the perfonriance of its functions under this Act. 

• - • ' • ~ _e : •• --:_ ·,_ 

C2t The Secretariat ~n be headed by the Co4ncil Cl1i~f EJ!:ecµti~e .. '. ·.· ~ , .. : :r -.. · - . . . 
. i 

294.~ (1) There will. be established, for the purposes.of tliis Ad:, a Data .·(jentre by tli~ .. E~tabli~hmenr of . 
. . . . . . . the Finan_\:ial D~~a 

• name· of the Firiandal Data Mari.agefuent C~nti'e. Jo perform ·t:Jie functions ·1ru.d .. Manageni~nr_,. 
down in Chapte{S7. ,, · . centre, · · ·. · 

.. ·.-·,··· ··-i· . 

I 

. I 

"'. 'J 
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(2) The Data Centre will be headed by a Data Centre Director who will be ap­
pointed by the Council Board in accordance with section 45. 

CHAPTER Sis 

FUNCTIONS OF THE COUNCIL 

295. The Council must -
5 

(a) conduct data analysis and research; 

(b) designate financial service providers as Systemically Important Financial 
Institutions; 

(c) formulate and implement the application of system-wide measures to the 
financial system; 10 

(d) promote co-ope.ration iµid co-ordination among piembers and Financial 
Agencies; 

. . 
(e) assist the members and Financial Agencies in the performance of their 

functions; 

(j) assist the Central Government, members and Financial Agencies during a 15 

financial system _crisis;· and 

(g) ensure the performance of all other actions that are required to be under-
taken by the Council under this Act. · 

· 296. (1) The Council must, while discharging its functions and exercising its powers 
under this Act, ensure that its actions - · 20 

(a) take into account the principles of proportionality between the costs im-
posed and the benefits expected to be achieved; · 

(b) seek to reduce the potential for regulatory inconsistencies; 

(c) do not cause a significant adverse effect on the competitiveness of the 
financial system; 2s 

(d) do not cause a significant adverse effect on the growth of the financial 
system in the medium or long-term; and · · 

(e) lead to greater transparency and sharing of material information in rela­
tion to the financial system. 

(2) If a proposed action of the Council is likely to conflict with any principle under 30 

sub-section (1), the Council has a duty to explain before it can continue with 
the proposed action. - · 

(3) In sub-section (2), a "duty to explain" means that the qouncil must publish -
. . . 

(a) the principles that are likely to conflict with.the proposed action, and the 
extent of such conflict; 35 

(b) the efforts taken by the Council to reconcile its proposed action with the 
principles; and · 

(c) a justification of the proposed action in relation to the achievement of its 
objective . 

.. . 297: (1) The Council must mbnitor and. analyse. all accesi;ible. d~ta, and coric;Iuet such · 46 
·. 'resea"rch, as is relevant to the achievement of its objective... . . . 
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5 

10 
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(2) The functions of the Council relating to the monitoring and analysU! of acces­
sible data and conducting research include -

(a) developing expertise and information systems to monitor and conduct sta­
tistical, mathematical, financial and related analysis of accessible data; 

(b) identifying trends in the fin'ancial system that assist in the identification, 
measurement, and monitoring of systemic risk in the financial system; 

(c) developing system-wide measures, systemic indicators for designating Sys­
temically Important Financial Institutions, and other tools that may be 
used to eliminate or mitigate systemic risk in the financial system; 

(d) studying the impact on the financial system of any measures, systemic 
indicators, or tools that have been developed under clause (c) on the fi­
nancial system; and 

(e) analysing international best practices for the efficient discharge of its func­
tions. 

15 (3) The Council must publish the results of its data monitoring, data analysis and 

20 

research frequently, and at least once every one hundred and eighty days. 

298. The Council may specify the collection of financial regulatory data where -

(a) such data is relevant to the achievement of its objective; and 

(b) the relevant Financial Agency has not specified the submission of such 
data. 

299. (1) The Council must specify, the systemic indicators for designating financial ser­
vice providers as Systemically Important Financial Institutions. 

(2) The Council must review regulations under sub-section (1) every financial year. 

(3) The Council, in determining the systemic indicators, must consider all of the 
25 following factors -

(a) the nature of the financial service or financial product provided, if any, by 
the financial service provider; 

(b) the size of the financi~l service provider; 

(c) the interconnectedness of the financial seryice provider with the financial 
30 system, and other parts of the economy; 

(d) the substitutability of the financial service, the financial product or the 
financial service provider in the financial system; and 

(e) any additional factors as may be specified. 

(4) In addition to the requirements under section 52(2), the following documents 
35 must accompany the draft regulations -

40 

(a) a statement explaining the application of the systemic i~dicators to the 
data of various categories or classes of financial services, financial prod­
ucts and financial service providers; 

(b) the time-period within which the Council will designate financial service 
providers as Systemically Important Financial Institutions; 

(c) the conditions and process of deciding requests for exemption from such 
designation; and 

(d) the time-period within which the Council will convey its decision in rela­
tion to any requests for exemption from such designation. 

l . ,.,,. ... 
~ ,., ,., I I , 

Council's access to 
data. 

Determination of 
systemic indicators. 
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3(}0o (1) 'Th.e Council must review as freqµently as required, and at least' ohce every 
. financ~al year, the. appHcapmty c)fctnt!:SY!)te~~c in,.q~!=qtors ·5'.c:mt(l\q~cri in regu-

. .. 111tions · 11,lade, under · sec~iO:ll · ~99 (1). -~P finaY1cial .· se.t¥~<::e. provid.ers to ide11t~fy. 
·. which fi11a,nci(ll seryice providers are to .be design,.a~ed as Systemi<::11lly Impox-
. ; tant~Fina11~iCii Institi.ttio1i: · · · · • ·. ·. · · · ·.. · · · · · ·•. · ... · . · · · · · · · · . · ·· 

(2) Wth.e Council proposes to designate a financial service. pr()yidu as a Systemi­
cally .Impprt(lnJ F~nancialinst_ituti()n~t must issue a show causenotice to such 
financia' i;ervice provicier.. . . . · · · · · · 

5 

• (3) If the CouricH deeides'to designate a.· financial service provider as a Systemically 
Important Financial· Institution it must issu~ a decision otder.· 10 

( 4) If any Systemically Important Financial Institution carries outa financial ser­
Vice that is not 'ailocated to a Regulator µnder section 11, the Council mµst, 
through the decision ()rder mentio~ecl in sub-sectio11 (3), identify the Regula­
tor.who will regulate such Systemieally Important Finaneial Institution. . . 

301, (1) The Council may, for the purpose of implementation under section 302, specify 15 

the formulation of ~ny system~wide ineastire specified in the Third Schedule. ., 
' 

(2) In its formulation of the systemcwide measure, the Cbuncil should c_onsiderthe 
following factors '"'" .. 

(a) that the system-wide measure applies to the entife financial system; or 

(b) th.at the system-wide measure applies· to a substantial part of the financial 20 

system 'that is exposed to, .or iS cqritributing to, a simllar source of systemic 
risk ' · ·• · · ··· . · · · · · ·· · ., ··· · 

(3) In addition to the requirements und~r ~ection 52(2), the following documents 
· must' accompany the: draft regulations·..:.. _ · · · 

(a) the scope of ifi1plementation of the system-wide~easure; . .. 

'Cb) an explariati'.on of the possible)IIlPlelrientation of the sysrem-wide mea-. 
sure to specified types of financial .services, finarieial products, or financial 
service providers; arid . 

(c) the patameters ofdiscretiori that ~ill be provided to the Finandal Agen-
cies in the implementatidn of the system-wide measure. · · 

(4) The formui~tion of the, system~wide ,m~asure, a~ ~pecified, under sub-section 
· (1) will be implemented by the Financial Agencies, as appropriate, in accor-
dance with section 302. · · ·' · 

25 

30 

. CS) : Any action t0 be taken by the Cou~cil under this section rnu~t only be taken by 
. the. Council Board. . · · . · · · . · · · · · 35 

, •,' : ,··. 

3020 (1) 
0

The Council may, by order m writing, dfrect the implementation of a system­
wide measure, if it determines that such implementation is required to achieve 
·the Council's objective. · · 

(2) The order t,mder sub-sectio.n (1) must -

(a) identify the parameters of application of the system-wide measure; 40 

(b) identify the Financicll Agencies that will implement s~ch system-\Vide mea­
sure; 
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< .' .. i. 

· (c) dliiect the Financiai Ageri:des 1:0 exerdse theif powers to. eh.~tire tlie iriiple" . 
. , . . .meJitation of, such systeriMAiide Jneasure; . , . . . .. · 

.. : . • .• ; .· . ' ' .. . ' . ..'.' · .. ' .. ' • · . .1 ~: . . . . . . • . . . : . • : , .. : - •. : • . . . ;_. . .. _ · .• :· . . . . . . : . ~ .:·· . 
.. · . · ·· (d) aH<>cate specific i.Ihplemerihi.tibh fo specific.FihaheialAgeriCies; if the iriea~ . 

· ·:·sure requires iril.plementatfon by more than 6ne FirtaricfalAgericy; an.cir · · ·· 
.. :· _·. . · .... ·. ··:.' ,'- . · .. ·. .·. ··.·,:. ,; · .. : ·-'.. · .. ':. <.:.: :· ._,." .. · ~- . ,.~::."·· ·. :,. . : . ·,." . . . :'. ';; .': . .· ·._.. 'c"·: 
: (e}, dite,ct: tli~ 'F..iri*1ci;;tl Ageµ'cfos to monitor and tevieW.-the implenientatiofr 
. . ·. · of ilie system-wide;ilie<isti.re an~ report to'.the Cotiricil. as fre,quently, and 

iii suchform and niannei, ili; may be provided fodri the order; . ··: . . . . · .. ·.. :·~" ' .. - . '. .. : . . . : .. ; . '..... . '. . . -~-. ·, ·.· 

·c3) The existe11ce oftheord~r is i-~I~\ra,ntt<>:ilie:~;X~r¢ise oLanydisctetion conferred 

,5 

. ' oh the f~D;an.ci11l ~gen.~.i<rs. •·.·.. . . .i.' · .. ·• ;;,~· ::.•:· .• < ;•. . •·.·. 

io. . ( 4). th~ ~oiirtdhnust i~glli~r!Y:' iili4'.#t ,~~st ~he~ ~~~i; ;~n~cial}ear,' r~view tile . 
; " '. : effe'ctiveriess 'of all orders fSsued.'tinderthis section; . . . . . . . . 

·'•. ';- .. :(··· 

(.5) Ifthe Gouncil d~teripines tliat.ci.spe~ific system-wide me.asure·#q lOnger con~ ·.. · 
"" tributes tqits objec:tive,·th~'ri i(fu:ust~;,, .. > .. ;:> .. : < :.'' ,. : .· .•·.· .. ' . . > .. 

·. ·(~)·· revqke theimplementatiori'6t.~·~~~ s~~terd~~id~; in~asure;'ilit6ugh an.qr- ·.· 
· 15 . der. ih Wri~iPg~;to.tl,i;e Fi.Jiaxit.ial ,.\g~!lc:~es djrecte~ tphnple!lient the systefu~ 

wid~ measure uncier sUb~sectioh (2) (c};.9r . , :; ·· · , . .· . . . .· .. 
; . : .. - .. "» . ' .-· .. -· . . ,,: l . ··. .. ""': . .' ... · . '" . 

· •• ·(b) . suitably p:iocUfy stic:h, systefil"Y\l'ide .measui¢jn .accordance 'WitlJ.. the·. proce~ 
dtire·.in·sec:tion 30l; b~foi-e' ordering the'ifuplei:nehtation ()fthe hlodified··' 

. . . system-wide measure·tiridefsub-secdoh(J);, . '. ; < ·'.• ' 

(6) . The ~oti~cil in~:~tcol1~~ct an·~~l~si~ Ji th~ ~G~~t ofcmy rev~~e~? «>r modified· · · 
. · sysi:em"\(Vide measure·w~thiin one year of such fe\Tocation or ·~od~fication.. . 

'• _ ••• _;. • .L • .:---., ''"•'• , .. 

· · (7) J\Ilyactipn to be take;~ tjy tl1e Couhci,l ~~de~thfhectiop xm~st,gnlybe ~akeri by'. . 
<me cofrriC:n s9ard;i:. •' ··: ·· '" .... • ·: ·•· > •· ·< ·, ·· :: • · · ;.:?'L: · · · ·· ·. ':'' 

~~· _i . • :/ ." ,. '- '.:. I • • - , '.',- •. . .. •, -~· •.. ,·: >""· 

. -.; -~:, .: __ ~-~·;:f"~':I~~ ·,_ 

::... 

• 20 

303. (1) Jhe Co~ncil ,mt)~tfa~ilitate c:p-orcHnation. atl4·ch-9p~~atio,n filri6i1g financfal. • ~~~~;~~~:~on and 

25 ' A.g·~:~ie~><_ . > .. :· • ,. '-:.<.· . · :•·\.><:' · ·" ·: · · .:: .. · ;" . co-operation . 

. . (2) The· functions qf tlie'·coJ.Incil relating tp the facilitation of co-qrdination and 

. 30 

35 

:,:· 

40 

co"operaticm iriclucie ":r. · • · : . :, ·. ·: ', · . . · 

·· - (a) ·the ·r~\Ti~w an<l ~xamin~~riW?f'?6nseP'.l~i;?tf~~~l1~t6fy ~~~ri~i~~encies;.,. ..··:. 

·· .· ... (b) the,identifici;ttibll of gaps inactipns of the Finail,cial Agencies in dealillg • 
.. . ~i~h..s.~~~Clfrna~t~·tr; ~~·;· . i,;·:·,<:.::··'..:: ·. \:L. ,:. · ·'.·\: :;' ·~ : .. · .. ,2,;:. ·· 
· .. (c)' the Jaeilifatioii of kriowledgecsharipg and ctbss~staffirtg. . ,. 

. . . . ·_ . : ';... • . ' . . ! . :o ~ ,- . 
'\j".' .. 

. . . ,.. . -~ l. • . '. .. / ,; ,~ '. .• 

304; ; Th~ CounciJ ma~\ipon diiecdcm from, or in c.onsul~ai:1on ~.itk,l.th.~:c~ni:ral Gov- Co,ordination and 
emment - . . . . '· . : . ;; :. . ' • .. ' .. l • • . ... '··· . ·, . . •• '· i . . . '•. ~~;~:'ne:t~~~:f ~t 

· . · ·(a). cb"orciinate and Jci~oper~~i.~~th,'•and :repri~~ritJridia'at;.spe~ified int~t- fm'.~l~s: . . ·,•:·.•; 
natio'ri.al forums and foreigri :regUlatory bodies, ·.'as may" be riecess~ry i:() · . :; . ·• :.·',. ~:.~~ 
achieve its objectiv:e; > • .. ·: . : · i. · . . . • ..•.. ·. . . . 

·' :.·· .. Cb).· ;eekto. initiat~ ... ~~~l~dge~,shad~~··cirtci :~r()SS-S,~~f~nK,with:'.tqte.mational 
.... forltms and. foreiga regitlatoiy bodies, as may be. necessary. to. achieve its . 

.. objective; arid }f ·:+ : ·"·" ". ·... · · · ··· ••:.: .. : ' ".:.,::: '<::./: ;>: 1' :' • 

(c} 'undertake action~ fuat ~erequired to be ~akep;as a.resuli::ofJndia's inte~~. 
. national o:t>lig~tions, .as:01ay.be neces~ar}r tp ,acb,iev~;it(opjec;tive. 

•'. • - • • .. :- I .... , . • ... ~ •· :. ·• (, ,I ... • : ' . ; . ·• • • • • . ·" .=·. ·.• '. . -';. ·• '", .• • ·' '.· I . • • ";. •.; - °':. . . ) 

'i ! . 

. '~ . . . 
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305. (1) The Council Board must resolve any dispute between two or more of its mem­
bers or between any of its members and other Financial Agencies, or between 
Financial Agencies. 

(2) The Council Board must resolve a dispute under this section only if at least one 
of the following conditions is met - 5 

(a) a member or a Financial Agency submits a written request to the Council 
Board for the determination of such dispute; or 

(b) in the opinion of the Council Board, a dispute exists between two or more 
of its members, or between any of its members and other Financial Agen­
cies, or between Financial Agencies, that has the potential to cause reguJa- 10 

tory uncertainty and adversely impact the stability of the financial system. 

(3) Before resolving any dispute under this section, the Council Board must, as 
soon as practicable, and within ninety days of receiving such written request, 
or coming to an opinion that a dispute exists -

(a) determine that the parties involved in the dispute have failed to resolve 15 

the dispute in good faith; 

(b) provide a copy of the written request, or a statement of its opinion, to all 
parties to the dispute; 

(c) undertake to seek the agreement of all parties to the dispute in relation to 
the resolution of such dispute by the Council Board; and 20 

(d) publish the procedure of dispute resolution that the Council Board intends 
to follow, as described in sub-section (4). 

(4) The Council Board must follow a procedure of dispute resolution that is nec­
essary to resolve the dispute fairly and expeditiously and is in conformity with 
the principles of natura! justice. 25 

(5) The Council Board must resolve all disputes as soon as possible, and at least 
within one year of publishing the procedure of dispute resolution. 

(6) In resolving a dispute under sub-section (4), the Council Board must ensure 
that, where a dispute relates to any action taken by a Financial Agency includ-
ing the extent of jurisdiction of a Financial Agency in taking such action, the 30 

decision of the Council Board does not -

(a) exempt the statutory duties of a party to the dispute; or 

(b) divest a party to the dispute of any authority derived from this Act, or any 
other law currently in force. 

(7) A decision made by the Council Board under this section must be in writing, 35 

and published immediately. 

306. (1) The Council must specify, as frequently as appropriate, th.e parameters for the 
identification and determination of a financial system crisis. 

(2) The Council must specify, in preparation for assistance during a financial sys-
tem crisis, a statement of action in relation to potential financial system crises. 40 

(3) The statement of action under sub-section (2) must -

(a) be updated every financial year; 

(b) take into account international best practices in relation to assistance dur-
ing various types of financial system crises; · 
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- /: · · · '· (t) t~rtt~ifr a· stat:ehlent ··C>(polky i~' fefatl()n _ tc{th~ ·provisidrt ~of ftsc~f'as~isl' · _ -
-- · ·-' · ··tanc~ or othet eifraordii:uiry'assistartce by .. ili~··central Govemiilent;micll , 

(d) desc#he, in general tenris; the maim(;!r jn which .the_ Counci(may provici~ 
assistance·to the ·central.Government :and• FipandalAgencies'foi<variotis · · 

5 _·- types of financiaJsystem crises,,_ : • i :\i. , , ' ' ', 
·., i,J· 

10 

n' 

15 

20 

( 4) ' ~f the. Cintl'.al Govef.Il~en~, on, its .o~/or llPOll .~qyj_ce from,the>Goundl, cle" -· 
. · ·_ terrnines that there. is. ii financial system ci-isis, '.t~e C,ouncil 1nu.st assist the: _ 

.· Cehtral Go:V~rnment, ~axid· Filla.ncia,l 'Agencies as required;. artd ·. pci,rticularly as · 
.. menti&ned in. si.tb~sectioit'(S).. .... . ''t:-/ - .. 

. :; .. ·.cs~·~ Th~ .2oti~~n·.in~~-t_ ~·-: ·:_.-.:_:.:.•·.·_:,' .. -- ;. ; · ,'.:. ... " ·· ' ·~ · ;.: ' ._. _. . ... 
. ' ~>::· ~~ -~ -

, (a) ,pro~ide anQ corichid~;~uchdata an~lysis·andreseiu,cfrasmay.~e necessary.··.··_ 
. . to.\~!lderstariq.and.r~sol~ethe fix;ia~dal systeii} 5risis;_': -·· C\: ... · · . · ... - · -

• •.. • (b) assis(FillancialAg~ncieS.in th~if.~efforts reiatirlg':fo restil~ing the finiil1cia~ 
system crisis;>;:-;:·· i. • .• >. ,., · -'· · ·,· ·::.• · .. · ... ::; 

',. _-' - ' __ - _-' - ·~~ . .-i .. :· . - : . ·. ' ·-·.',· ,' \' 0 • ~~-•• - ·--. >., •• •• -. ' - • • • 

(c). provide advice fothe. Ce.ntral ·Government in. relatio.n to the .provision of.-
. fiscal assistance:orbthet.exfrao'rdiriaiyassisi:ahc~; •. " .. ··.;,. - ''.;>. 

':<~.-._'·:·· ·,. ·.· · .. :."~0 1 ~ .. r<· -.:· ,. , _f:,(~·:·L . .'':_.: : .. ·.::·,;· .. :.·.:·::·_· ·-~--·'-····:·:.:/::'···· :- -- .. .,_~).:.:./.·--.--

(d) initiate an audit ,pf :an actions;leading tip tp,>.¥1-cbtaken during; the finan:~ 
cialsystem crisis, ~nd pubHshlli'e results. off the a.uciit.withijl' ~ period 9£ · 

.. ; ohe;year cifterth~'~ommencement'pf the'fiI1aq~ial system £risis;,and < •. ) -

_ (e) \Vhefe ·th~ fin'anda~ syst~Il1 crisis, c9;Iitili~~~ f~~ ·~ p~ri6d b~yo,nd·one ;ea,r1 
· ,initiate an audit a~I described .in this sub"sectioh for every year of the fi, .• _ 

na~dal system.ctjs~s; until suchfinanciai sy~tem cdsis has endecL . ·-
. ·': < _j<·: ··-<~. 

·;:>i -·-- ..••.. <.,.> __ 
, . CHAPTER57 ' . - : 

FINANCIA~· DATA MA~-}G E.MENT; C~N'fRE., 
·--. .-(~·1 '. ,· 

-·.-·>.: .-. 

•.I -

. - -· ,·-·· 

25 301. ·o)· 1'he• c0Jrie:n .. •mus1··mak~---by~-1aws ro:1¥>Vi.de·. r~i.rbe 2~eati~I1)ta·~firi~ndi~1·•.· -~~:i~t~~~tiori and 
: system database, including. the> proce'ss of upgr~di~g the. c~pabllities of, the., , supervision ~fthe .; 

· finfuiciaJsystein ~at~~~5:e'. \ -·· · < ' - . < ·, - · · · -· .-· · < ~ . financial system 

30 

. . .... . database. - · -

-. , ,(.2) -The Dcl.t~Centre ;milst ·administer and_s~per\rise.thefonctionl!lgfinanciars~~)-
·rem.database. · · ·. ·:· : .~ ·--.· . <. · ····--·- · ··• • 0 '.· · < ._ - . · ,, 

'" : ._ . ·- - .... '. ·,-; ' .:-·. '' ,' : >~-·' 

. (3) The Dat~( ~eritre musth~~E! regard fo interl1ationafqest practiCes iri th~ aclmfu: . 
istration and supervisiori of the financial system database. -•- ,. · · · 

,,··., - • '. ·.' ' ;..,. -. . : ,_. •·•• .. • ·. . ~- . - . -, -_ ., ·-·-: • - -; ,. -·' . . ' . . .. . : • , .. • '. ·:;.: ·, .. "-. .- ' . : r. );'. '-., 

H) . The pai:~ Centr~ •. m~st publish· repdrts .in<reiati6n to th~ fup¢tipnirifof t~~ 
.-. financiaF,system databa~e frequenti~ arid atleast '<:)nee ev~ry ninety days.· _ -:r -

- ·_' .':;,. ·-: . . . _' -,-., '; . ! --.· . -· ·~ --. - . :_: . . .' . -.'' . : .. ' :'. ; -~ ! !:.- -_ ·:.. ,-.: . . · __ .· ·; ! . :- -

·•··.JS) Th~ Da.ta_C:en?"e;may ~#~er in~oagr~em~ntswi~~ ~~Y person J()Jf ~the purp~~¥ •· · -· 
' · of adnurustraJ:mn of the ;fina:imalsystem databas~.; : : " .. · < i'• c > · . · . >· -_. 

~: .. _ - :: .. :·_ -".. ·1 ··-. -;;· ·" . :- -, -. 
' ·;_: • •• - • _.! ·-· • _. , ' • , • I . - i.:'. ·' , -; . . -~ 

308.: (1) The'.Dat~;17en~e.mu~t;~tsureili~tit~.action~~:',. • .• . . .. .····.· ..... :· ~!~~~~!~~;;: ·. 
. (a) . leaq)o effi~ient aridaccurate meffi)s ·of accessing· finandalre-gulatory dafa; · 
: .. · ,,:_..,,•<~~- ·· - .·,'.1·. -. ---. --_ .. -... ·_:·. ·-, ._ -L.·:··:··:_. __ · .... >,·-· .. '· ' ·-. ·:• ··-

. (b) redpce ~ecost:s-of~reporting~ff!!1a,.n~iahe&µ~a,~~iy data; > _ -- . . . _ 
(cJ- act:i~ris seek to pro~ect the co~fi~~~Hafiiy, pri~acyatid se•cur~ty of finaridal .• 

~~~ ·-· +=:'-J"~_~,'l:tgzy:data;~~n~ < . . ._._ _ , , - ·.· ,.; ,'> . . _ . . _ . -. _ 
· (d). increase access-to.material iriforfuatioiil:-about theJJinandali SySl:em~ -- .. , •) . . ' .- . ,-.• .,, . - - _-__ ' . . . ._. -

, 40 -
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Access to financial! 
regulatory data by: 
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Part VIII: 57. FINANCIAL DATA MANAGEMENT CENTRE .i29 - . . I . , . , . 

(2) The pfindples to be followed by the bata Centre under this se~tfofr are il1 
addition to the priricipieho be foilowed &y the couindl under section 296. 

.. • ., •. ,_ • •. •' .-. • ·'' . • ' .. I -, •'• 

. . . . . .·.·_, . ·. ... . . .· . 

30~». (1) Evety Fin~rid~lf\gencf I:UUst s~birifrfina~ciru r~gularoty data'""" 

(a) . orlly in electronic
1 
form; and 

(2) 

(b) only through the fihanciaL s§stem database ai: the first instance~.· 

Nothirig iri this section restricts. the power of a Finandal Agericy J.indt:!r law 
to seek the submission of financial . regulatory data. ih ah)'. form bther than .· •. 
electronic fomi, where such data cab.riot be adequately c'onverted to electroniC 
·form, provided that the bata Centre is informed. · · 

' . . . 

5 

(3) Notliillg. in this seci:ioh fes\:ricts the power of a Financial Agency to seek the 10 
subirlissidn of data 'dther 'tiian finanCiaJ regillatoty data to any person other 

· than the financial system database; where such data. may be required for the 
purposes a·f an investigation by such Financial Agency. 

. . (4) Nothing in this sectiori. restrfcts the power of a Financial Agen2y under law 
to specify the content and n'ature of financial regulatory data that must be 15 

.. submitted by a financial· service provider.· · 

(5) Nothing inthis.sectioi1preveri.ts a Financial AgencyJrom maintaining a sepa­
rate database. of financial regulatory data that may be transmitted. to it by the. 
financial system database. 

311[)1, (1) The. Council must enter into ~ memorandum of unde~standing with a Financial _, 20 

Agency that seeks the submission of regulatory financial data, or the Central . 
Government, as required .. 

· (2) The Council must enter into a rriem:orandurri of understanding with. a Financial 
Agency that seeks to share financial regulatory data, or other data, with one or 
more Financial Agencies. 25 

... ':(3) The memoranda of understanding Clescnbed under sub-sections (1) and (.:h 
. must clearly set out the terms arid conditions of access and use by'the recipient 
Financial Agency for such financial regulatory data, or other data. 

311. (1) The Council must specify the terms and conditions of the Council's access to 
.. the financial system databas~. · 30 

312. 

(2) The Colincilmust receive such accesstb the financial system database as may 
.be required to achieve its objective. ' 

_The Council must, in consultaric;>ll wi~li relevant Financial Agencies, specify a state­
. ment of p'olicy regarding the: access fo .fogncial re~lat.ory data in t~e financial 

.. system database, by members of the public; \.vhich includes .:.. 

(a) the terms and conditions. of access tq financial.regulatory data in the fin aw 
cial system database by members of th~ pubiic, induding the.fees.payable 

·· 1 :_ -for .sµCh .access·; .. -.... l _., 

(b) tl}e Cc'\_tegories c;>ffin;::mcii!l regJ1l~.tcry cl;:Jiatha~·may be instantly accessed 

3~ 

. . . _by.members of the, public;. .,, : .- 40 

(c) ~h~ categories of fii1~ci~l regulatory data that,may . .be aGcessed'by n;em- . 
bersof the p4blii;: only after a particular t~m~-period; and _ 
' ,·· .. · '' .. -·. - . : : - . : . . . -.-.. - ,. . ·: .. · .. -: 
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: ~q) ~¢ .categotie~ of fo~aricial ~egulatqry data that·ma)i n~ver b'~ available for 
' ~~f~~~- ' . . ' ' ' " ' . ' ' ' ' ' ' . ' . . 

··'. .. , .. 

· 3, ~~· ·. q) · YV:P~eY:~rW!lful~y com1Il~t~ ~ny ~f·l~e follmvi~? ~ct~,itj ~e\ati9p: tb _tll~ .• finan~ial,,, ~~~~c~~!~;:~tioll 
· · ~¥~t~m q~t:a,,pase, COmn1At~ a Class Aof.fence·.,:. :• ; · · · ~.· · · ·· < system database. 

5 

10 

15 

'-_20 

' 25 

30 

(a} wit11mit pemg auth~~ised .tb ci~ ~o, acC:esse~or secures access, or denies~ or ·. . . 
c<lii~es a' cienial of access, to tne.·fiii.anCial regiliatory, qata iri the financial :' .·.· · . -· 
syst~i:ndatab,ase; ' ' ' . ' . ·· .. · ' . . .. ' 

,· (b) witµput ·b~iriga\lthorised.to d<r~o, downlo,~ds; exttacts;;:~.()Pi~s~ or. ie~'." 
. : PT()dUces i:r~ 'any (orm, fi11a,flc;ial regulC1tory ·data in the' fi11.~qcial ·system · · 

datab(!.se; · · · · · · · · .· · / · · ·· · · · 

.:-(c), lrnowingly introdµc~s or causes. to be introdticed, any computer vfrus, or 
· otherForriputet cont~nniriantinto. the finaricial ~ystem dataqase; . · . .. .· 

. (cf}. kn~wi~gly darii~geior caµs¢~ th·~. da~ag~ of an~ finan~ial ~~gcllatory dat~< 
in the financial syste~ridC1tatiase; : · ·· > . , 

(e) without authorisation,-disllipts or ca~sei dishlptj9n to the fuiictioning of · · · 
t!1e ~nancialsystelll ~atabase; · · · · · · · · · · · 

. ' 

Cf) kno-wingly damages,: destroys,' deletes~ alters;,'diininishes in·. v~ue or urn::. . ' 
ity, or affectS by anyfrrie,aris, the. financial regµlafory dafa h1:the financia,l :c·'. 
systemdatabase;or! ·· · · · · ·<+. ·· · ·· .·.··-· .. 

Jg) knowingly proVides: any assistance to any. p~don. to do any· Of the acts: . 
. mentioned above. · · ·· 

.:; 

(,2) IRthis section, the expres~ioris ''computer contam~I1ant'', "compu_ter virus" ariclh .•.•• · · 
. '~9aniage" have the rrieanings respectively assighed:to them un\:ler:section 43 : .. 

·. of tl:ie lnforip.ation Tedinofogy,Att, 2000 (21 of2o6o). · · .·· · · 
. . l . •. . •; . '- ,., . 

. · :· .. ·CHAPTER SS· 

. . ·.: . 
.-~ . . '· -

0THERPROVISIONSGO~ERNING THE'ciouNCIL . 

'. 
~\ ·: . 

. Th~ _provisi~n~ o f~ection 35:tvm apply to the Coun~H Board. fo theiollowing ma~~{ i:c~~0u::t~0:~f .•· .. · 
~~ . . . . -

. ·:··. 
. ·, .. '·.· 

(a) all provisibns · ~i the).section .·~ill,~pply wh~~there is a financial systefri) ·; · 
cr.isis,·•·an· d. · · ' · · · · ·· · •. : · · · · ·. ··· :·r.-

Eb) where there·. iS no .financial system crisis; .flie Council Chairperson ·must •.... 
seek to secµre all decisions that the Council is authorised ot required to · .· 
make only by arrivi~g at a q:msensus. · · · · · .. · · ·· . , 

".~ 

:ns. (1) There will be constituted
1 

a fund, established and maintained l)y the Council,···· Fund. 
· · 35 · ·_. to which the followmg will be credited - . · ·_·. · 

· . · (a)alll grants, foans, andfees received by the Cmmeil; and .. _ . .: · . 

... _ :•·····(b).·_ a~ls~Il1s·.receive.d:•\>~.-·the CounciLfrom·such~ther sources~;~s.may_be.d~f.'.,?'.·. , 
. :c1ded upon by the. Central.Government.·- < < · .. ·.·. ..· · -. · · · ·• ;. .. .. ·. \ . . . ·' 'i·: ·- ... , ' 

· ·-c2J·Th~~fund will be·applied·for·meeting ~ 
.·-:-·,_ .·-~·::_-;;:;~=.··:~·~::..-;:--....:. < . . '. .. ·:_;- ' . . . .. . .·'· 

.. ,,, .• ~Ao . .., · ··· (a) the salaries},allowances and other remuneration of the members, officers,.··.· 

.. _ .. ~--: : :.~.,..~~a~9~Tt_o __ ~_Y_ .• _··=e·~_.·•.~_-e:·-··_-.~~f:th. e
1

, ~~~- •· , ... ··.. . ·. · : =· · .. · . ·. :" 
··-:~ ·:·~<:..;.::..~. .... ·' .. : .. 

-~ 
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(b) the expenses of the Council in p.erforil1ing its ftmctions; and 

' (c) any other costs and expenses as may be incurred by the Council in the 
performance of its functions under this Act. ·-

316. In addition to the ·requirements under section 77, the Council must submit the 
following additional information in its annual report -. ,_ . . . . . 

(a) a statement setting outthe value of the fund of the Council; 

(b). a statement mentioning the use of the fund by the Council for the previous 
financial year; 

(c) all significant trends identified in the financial system relevant to the ob-
jectives of the Council; · 

(d) aii assessment of the stability and resilience of the financial system; 

.(e) ·a~ as~essrr{ent of the functioning of the Council in relation to India's in-
ternational obligations, as relevant; and · 

(j) any other statement that is necessary to give an accurate assessment of 
· the fonctioning of the Council. 

:,: . 

~-· 

-~-~ 
-::-~ 

- -___ ,, 
_, 

~-·-- .·~--:-
~ ·- <---

.. I. I.' 
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· PART.IX\ · · 

. <ll)EVEtbJPMENT ·. 
;.:;:!'. 

· .. :·L CHAPTER?9'·.· · .. 
,_«-·.i · .... - ... , . --. - --- ,-

OBJECTIVE AND FUNCTIONS 
.' ' ~1. 

; t - -

.· s 31'7.. (1) . The Regulator mus£,pur$\ie the .objective df fo~tepng .. the development or lffi( Objective .•.•. 

provem~~t 9fmarl,<~~ illfr~stnJcture Or m#ke~ pr~ef es~;~~d~r :this Pait. . • · : ·. -~ .... 

(2): In.this~settion-: · · ··· .1 · ;+-·~>?:(<·• > 
, ,.' -- -·- •.• ·1. • .. ; • -. r:· -

(a) "m~!"ket infrastrliciure" means an ihfrcistrilcilil'.e'.th~t!~'pro~ded,' operat~d ~ .· 
: ' · · · or nitl.intained by :th€i Regulator, the CentralG<)verririient or: a~Infrastruc~ ; 

• ...••..•• · ...•• (b) '.::,~tit:::.:;L a p>qccis:t])at'i; ~~~d ~~yoi ~fi~ancial .. 
~ervic~ ~~oViders::.: '.f .. :':~ .· · - .·> · · · ·· .· · · . •'. 

- - . . ~; ;_ .- . , . - . ': ·. I - ..:. - - . . ·- ~ . . . . . - .... ~ . -

·. 3JL8 •.. · The,Regulator:may, throughiregulations,·adbpt ruwofllie followingfoeasures to F.urtctions.•. 
pursue its 0 bjectives contained iri. section) i7 (1 j - < ~ : . : . . .. , . 

--- -- -. . '• - - ·:. '. . . -- -- . : ._ ., ... - .. -

10'· 

< ": ._· ...... :. : ·: ',--~.!._-----: .-·-. :_ .. ".·,_-~--~ -. ~.: .... ~· .. -.-.--- ·~-~-.·.-. .-..:i~-;,:·?·;--~--·.·-. ... 
' -~· . _·-:·":-(a) . iµeastires ~q m·od¢rnj~e nicµ-J:{et 4ify'cis~¢ttire.,9r iµarke~ .pro~¢_Ss;-_~jilc;ludll)g-~·~:-~_0 

'·-

_ip:pcirt:icular, the adtjptimi. of new i:e~hnology;··· . . . . .. _ . ';>}· ~ ' ' . . , . 
. · (b} measU:tes to provid~ for product differentiati,C>ri, of' enlarging .dm~mnei: ;: ' ... 

participation; or. ·1 , : . . . ' ; ~ . . 

•· •· •. · (c). ::~;t~rf r~~k·t ihfrai~~ or rii~; Pro,cesi ,.,ili inteffiii, .. ·· . 
...,. .. :-:·,_::'." ~: ).-.::··: 

.·.:-·:, 

·•· .. 3li9. (1}.Th~~centtai·Gove~e~t!may~riotifY;::byan oraedin~itih&;' iluieciiorito·a; . 
r: ·.· Regtilator fo ensure the pr.oVision of ~11Y identifiea' fi;nanGial service, ori ·suC:h ' ~i~::r:;:~~~r~ 

: conditioil$ as may be. coiltained in the pro er;.:..;· S. > · , ~ 'for provision of 

..• (a) bt~tiy identifi~d ~a~b-~ory of fin;~cials~~~e.p~o~~~ers; or.· . finan~iaLservice: 
' ·, · (b) to ~ny identified corisumers' or cfasses of c~ilitifuers. · .• 

• • _ , • • -. ' •
0
• , ·,. ~·-i" '.. : ~ ·" , ' ._ .- : l ._~ • _ • . ;_ > I'" ' ; .-· 

• (2)' the. directions' under thi{sectiOn'must ,be with a tiewtb •en'~ure ~ffeeti~e· cllid ; 
·. , . ; affordable access offinaritlal SerVicesto;persC:;risWho'wouIC(oidiharily nothav~;: 

:suchaccess.i :::) · · ·· · · · ·· ~. · · · c ' ~. . · .· ... ·. ·· 
... - -- '-' .- ·.-" ~, 

. , )o::~'. .. 
: ... :--'·- - -. . : '~ ~ . :· 

. . . 320. ;'. Xhe}ollo"Yiilg~pi,:i11ciple~ mq~tbe'_;tak~n ·
0

int~ atcottritby~i:he Regulatoi:.w}ieh a'.ci~pt~ · .. 
•... •· .· illg any fueasures under sectibn3rn; and by ilie Central; Government W:heri fasuing . 

any directions under section :319 - . , . · . . _ . · 
-... ;f~:~}" :-:.;· "~;:;~-.~. '.·.-. ·~.-~~->:·-·_., ·-_ .:· 0~-:.;~:~--~,~-~~:i~<>!·--·--f .-.. ,_.~'-:•":_>~~_/----~;.-·_>;· ·:. -~:~,·-~-.~~~:~~-::<··-.<.'-' -._ ~--~- ~,~-~->;'."::> ~-_. 

· ·· (al miriimising .any p()tential adverse impadon,~e objectives of+ 

.. (~1g::::~:E;J:~1~::J;,~Vi,., ~::; , . , . 
.. «'. 

' -.· .. - . - -· .. -.-· . . . - . -

. . ' ,._, ~ .. 

· ... :· 

- ._:.: ·' 
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(b) minimising the adverse impact on the ability of the financial system to 
achieve an efficient allocation of resources; 

(c) minimising the impact on the abitfty of consumers to take responsibility 
for their transactional decisions; and 

(d) ensuring that any obligation imposed on a financial service provider is s 
consistent with the benefits, considered in general terms, that are ex­
pected to result from the imposition of that obligation. 

Need for measures. 321. (1) A Regulator may adopt a measure under section 318 only after it has deter­
mined that in the absence of adopting such measure, the market infrastructure 

Review of 
measures and 
directions. 

or market process will fail to - 10 

(a) develop or improve adequately; or 

(b) function poorly. 

(2) A Regulator must consult and co-ordinate with every other Regulator on a 
regular and frequent basis to identify instances where the adoption of such 
measures may be required or justified, and assess whether such intervention 15 

would develop or improve market infrastructure or market process. 

CHAPTER60 

PROVISIONS FOR REVIEW 

322. (1) There must be a review of -

(a) every measure that has been adopted under section 318; and 

(b) every direction that has been issued under section 319. 

(2) A review under this section must be carried out at least once every twelve 
months after the adoption of the measure, or the issuance of the directions, as 
the case may be. 

(3) A review under this section must -

(a) examine the efficacy and the impact of the measure or direction under 
review; 

(b) estimate the cost of having introduced such a measure or direction in the 
financial system; and 

20 

25 

(c) seek to identify best practices and make proposals to the Regulator or the 30 

Central Government, as the case may be, for any modifications that may 
be required in respect of such measure. 

(4) The findings of the review must be submitted to the Agency as a report of 
recommendations. 

(5) There must be no conflict of interest between the team of experts and the 35 

Agency under review. 

(6) The Agency must ensure that the team of experts has access to ·relevant infor­
mation and material as necessary to carry out the review. 

(7) The Agency must publish -

(a) every review submitted under sub-section (4); and 40 
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PARTX 

RESERVE BANK OF INDIA 

CHAPTER61. 

OBJECTIVES AND FUNCTIONING OF THE RESERVE BANK 

3.26 .. The objectives of the Reserve Bank under this Part, are to -

(a) formulate and implement monetary policy; and 

(b) carry on other activities of a central bank, including .:... 

(i) to isstie currency of India; 

135 

5 

(ii) to transact certain business of the Central Government and the State 
Government, . as contained· in section 348 and section 349 respec- 10 

tively; and 

. (iii). to act as banker to banking service providers. 

327.· (1) The capital of the Reser:ve Bank may be increased by-

(a) payment of additional amounts to the Reserve Bank by the Central Gov-
ernment; and 15 

· (b) subscription to additional capital qf the Reserve Bank by the Central. Gov-
ernment.. · 

(2) Any increase in capital of the Reserve 'Bank must be notified in the Official 
Gazette. 

328; · · The Reserve Bank Board will-

(a) approve the btidget and operating plan of the Reserve Bank; and 

(b) be responsible for such other matters as provided under this Act, or any · 
other Act. · 

329. The quorum of a meeting of the Reserve Bank Board will be at least half of the 
members pf the Reserve Bank Board, at le'ast one of whom must be the Reserve 
Bank Chairperson, or,. in the absence of the. Reserve Bank Chairperson, the execu­
tive member designated by the Reserve Bank Board to act in such capacity. · · 

20 

25 

Advisory council on 330. (1) The Reserve Bank Board will be supported by advisory councils in the following banking and · . . 
. payment. areas -

(a) banking; and 

(b) payments. 
30 

(2) The advi~ory councils on banking and on payments must, in addition. to the 
matters contained in section 49, prepare .and submit to the Reserve Bank Boc,rrd 
an annual statement on the material developments in their respective fields 
and recommendations in relation to such developments. · 35 . 

CHAPTER62 
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, · statement on 
331. ·(1)_ The_objectives of_the R~seive Bank in the discharge of-its monetar}r policy 'objectivesof·, · 

function must be proVided by the Central Government, in consultation \.Villi mcin_et!!ry policy.. ·-· 

5 

'10 ·. 

-· . the Reserve Bank CJ:}airi:>~rson, by wa} ofa written;. !)tat~m~nt,-:\\l"hich identlfjes _ 
·.;, .an:dprovides~- "- 'J<~-- - < ,_.-·-:~-: - <· · - · · ····' 

-_ ~- ,. " . ' 

· ~. (a) ~ro~de q~afit~eW&ediu~~t~~rii-~arg~&iin:~~~~~ct_~f~a~h~?;B,Je~tive;; .. _. _. _·-•.•. •- · · 

·. (b) , enui:nerat~ the c_i,l:c\lril.stances l.J.IJ.der which the Central G\J~erJ1ment rt:iay .-._­
- . cletermme· that the 1Reser:ve Bank has_ failed to achieve the provided tar~. 
· . •gets; -an~ · -· i · , · : · --- · · \ · 

' (~) '~fal)or~teJhe miriilkr iil Yvhichthi;! R~serve Bank ~ill communic~t~ tcU:h~ ' 
: central Govemme~r -: ~- -· · : . '. -; · · -

- ~; 

(i) th~ reasons :f()r its' fciil\lr~'to _achieve':the pi:ovided-targets und~r. 
· :, ·_:. clau_se (ri) ;:..:~-.. ·· _; ·. __ -:· ·. . .. ; , · o:_. -

(ii) any reilledial!~cticm p~bposed to betaken by th~ Reserye_Bafik;·,and •. 

··· (iiif ~n~estimat~ '¥the tirne~perfr>d :witlliI(which the ·proyided target~ 
. : ; wo~ld be acpieyed purs~ant._tcj sucfirefueqi_al aci:idns: ' •, ·, . 

. : ·~ ,• . -

. 332. en The C~ntr. "aL_·Govet_n··· nie .• _n,'.t must: issue the __ .. stateme_'._11fu_ nd~r_' •·sectic>~; 33lWithiil Issue and i 
. . publication of __ 

.. ·mi~ we~kfrom the day qn which this Act comes int() force; . , · statement oh. 

25' 

40 

· · ; ' • ·• · •· · · • ; t . . . . ' objectives .. 
· ·. : ·, ·. (2) The Central ·Governmei'i~ must, at leii_st on~ee_very t\<\TO years begirining on the: .. 

day 6n which this Part comes -into'force; reVi!;!W'the statement issued under 
' ' •: ' : "·1· ' ' ·. " ' - ' - ... · __ . " . ' '." 

su.b:sectfon.331(1),,ip _~onsultation, vyith ~he Re,ser:Ve B~kChairperson. ·.· ·-• · ·· • 
·.r. 

. · ·. ·'{3) · The Cehtral Goverrinient i:ri~st ... > 
' ..... ' ' '•.;' 

· · ··•.·(a) publish the state¢~nt;under.seetion331;. · · 
: . -,,.._ - ,'·.- ·I -- - - - ·. ·• . . -. ~ :. . ;_ -· - . --- ·-, . -- . - • 

·· (b) place a copy of:the. §tat~ment 'before Pwliament; ancf 
•·. ·· .. -- .. : .,. ·. .'· - ' ' ., ! ' ·''· .. '·. "'"' •, '·_·- '' ··. ~ · •.. ·, ' ' 

. -_. (c} pr9yide a copy of qe statementJo ~e :Reserye Bank 
. - '..'.: :.~- .- :: .. " 

··:.i 
I . I _· ... 

'' 'J 
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. , ·o·: ... · 
. - .. 

-.-_.··· 
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C 4) AH riteffi.!Jers appointed ti,i1qet si.ttj-$edicms (2) (c) .ahd _ (2) (#) rtiti~t possess ad" 
- eqh<ff~ krtqWiedge atjd ~xpe\'i~nc~ fµ ;die field of ecdpolhks or flq~ilte which 

Wotiid be t~levani: for ti-iii di~chfir&~ of tiie ftinctlons !Jf tli~ Moh~i:a:& l>oiiCy 
commih~e. - · · - -- - -- · ·--- --

-(5) A persqir iliust Mt b'e. appqhiteq as a m~mqet of the tvionetafy i?olky C:oiiiriiit" s 
t~e -tir\d~r S].ip"s~ctid!iS (2) (c) aJid (2) (d); if sucii persbri ._ - -

- -

(a) i$ a irt'emper of the Resenfe Bank i3oatd or any ad\isory ·colindl of fu.e 
Reserve Bank - - - - - - · 

.. - ...... ' 
Cb) -is a publi~ sei-Vant; o(. 

(c) is a meml?er of Patliamept ot si:~te legislahire. 

(6-) The adftiinistf8ct~ve hrw iUeiJiper -Of fue Reserv-e ·Batik BoC\td caphot be ap-
p'ointed t6 the Mo!;ietacy i?aiifr cowmfrtee·U.ndet sub-secdoi._1' (2)(b). -- - -

,. . - .- ,. '. •' '.' .. ' . . .· ··. . . . . 

(7) -No person, i;rtay be appqirti:¢q as a-ii1eii1b'er of the JV[ohetary Policy Committee, 
if such person - - - - -

(a) has any financi(\l or qfaer ifiterest that is likely to prejudicially affect their 
fuhctio:p.s as a member 6f the Monel:aty ·Policy Committee; or 

_ -(b) attracts any of the grounds for removal of members of the- Monetary Policy 
Coriuriittee me11dohed in the Fifth Schedule. - -

(8) The Reserve Bank must,-. by way of bye-laws, define what constitutes an interest 

10 

- 15 

' under sub-section (7) (a). - - - 20 

. 334. (1) the Monetary Policy Comrriittee must meet at least evefy two months during a 
fiI1ancfal year. - -

(2) The meeting schequie of th~ Monetary Policy Committee for a fina;nciai year_ 
must be pu.blished bythe Reser\fe Bank ~t least ope week before-the first meet-
ing in that financial year. . -- - - 25 

(3) __ The meeting schedu~e may be cllartgeq only -

(a) by way of a decisfon taken at a prior meeting of the· Monetary Policy 
Committee; ot 

(b) if, in the opinion of the Reserve Bank Chairperson, a meeting is required 
and advance .inthn:atio11 has been ptovidedto the inerilbocs of_ the Mone- 30 

tary Policy Committee. -

(4) _ The decision to ]):old a meeting under sub-section (3) (b) must be published by -
the Reserv~ Bank as soor.i as pracdcqble, -

. - . . . . 

(5) Prior to evefy fileetihg, the m¢mbers of the Monetary Poiicy Committee must 
review-

. . ~ ' . . . .· . ' . - - . 

(a) the report issued by tJ:ie Reserve Bank under section 341 (1) (a); and 

(b) any information which the Monetary Policy Committee has requisitioned 
and obtained under section 339. · 

. - . 
.~.;: 

35 

: 335. (1) The quorum of a meeting of the Monetary Policy Committee will be five mem-
bers, at least one of Whom must be the Reserve Bank Chairperson' and in the 40 

absence of the Reserve Bqnk Chairperson, the executive memb~r d~signated by 
the Reserve Bank Board fo ~ct _hi such cap-aci~_ --- -- - . - - -
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(~) r:~~h ~e~P.erPf me;M~~e.t~ Pe>licr.~?~mj~~e. wiJi)iave. ~11~ vpt¢'. --.. 

{:3l· P~f:i~U?,h~ ill Cl meetillg~m ~et(lkeribyq fnajorify oft}ie Vd~es ofthe members' 
·.· : Rf theM~m¢tci,pr Policy_(:i:>thrriittee pr¢seµt1 , . . •· .. · .•.. · ·• - •.. 

C4J,'.l'~~ -~~<dS,H>n~-pf tµe. MpP.~tWY. foltcy pqnfo1tttee wili pe •!Jillciing on tlie Res·etv~· 
- ' aankj tiriless such decisfon has been· superseded bftlfo Reserve Bank Chairper~ 

· §~n' knMr ;3·~6;, · · · · , · . :. . · - - , · · · _ • ,. · , < 
.. ·, ·, ~ . 

336. (1) Iq ~x~¢pti<>n?l a,µd ~unu~lial drcunista!lces', ·if the Reserve. B~nk' Ch~irpersori :~~ ~~~~~dn 
&i~a,gfe~s with f c!.~cislon: t8:keii at a in~eting of the :Monetary Pqlicy Committee~ .. fo supersede 
th~ R~1>erve ~artk Chairphson will hci.v;e !11e right to stJ.persede such decision. . deci~ion of · 

. · . · '· Mcinetai:y Policy 
·c~) Th~: right µqd¢~_ l)Ub.-s.ecti()n Cl). will not h¢- available. to. 'ahy p¢rsoq cha,itjng' . Committee. -

.. · .. · : 'tti¢. m~H~ii~~ Rf tjie Mon~ta,ty.Policy C(>mmi#ee,. in pl(ice of the ·~eserve Bap.k ' 
Oh~itp~:r_1>on:d,µii11g the_ab~ehce of tJle Reserve ~ahk(Jhairperson;. -

-· .. • • : ~-. , : 1 -•. • • ~ - :. : ' ·- - • ~; - -. \ :: .' -_ ·: - : ' • -'.. - : • • ••••• - • , • • : 

... 10 ... 

. (3) If the Reserve aank Chairperson exercises the right tinder sub-section (1), an 
.. . . .. e~J?laja,tory. Stqtement il1,t1St be - . . . . ; .. 

. -15 

.· .20 

i 

· · · (q) 114!>.mitterl py the.Re~el"Ve.B.atik CJ:lairpersorito'th~·cehi:ralGoverrimertt Qff 
.. the same C:lay. wheri: t;Qe' meeting whei:e such right-was exercised is heid; .. 
>4n~' .·· . . . . .. . . .. ' .. . .·· ' ,, .... · ... ···· 

(h)- P.4bli1>li~d alqng•wi~h the Illinut~s. ~f th~ me~fi~g·in which i:he'rlght has· 
b~en. ~~erdsed by the Rese1:ve Ba,rik ChClirper~on: ~ · _ < . > _ · · · 

·_ - · . '. -· i ·:,. ·.. ·: ,.o,.· ·, .··: . ·'..' ···."· · 

. C1) Th~ ~faferrif!ht undersu~~section C3) must, in~lude,:.. .•. · . - , < ••• , 

(q) th~ details of the c1ecisibi{ of the _Mopetary: Policy Committee which has 
. . . be~n· superseded;_ al}d . . ; . . . . . . . ' . ·_ ' - . . 

·. . (b) tll~ reasori~ resulrlng in the exercise of the 'right\u1der this se~tion. 
- ... '"·! 

··. ::., 

.! .:.:· 

33 'l . . •. lJ;ie ¥,9#'~tf1fy Po.Hey Conmiittee must.~nsure that.the•~eserve ·Bank pub.li~hes tl:e:• ~~~~:!~n of. 
25 d,eci~iop1> tCJ.ken Jlt the meeting. of the. MonetafyJ'olicy Committee on the dayog . 

which $*}1 qeci~ioni.S take~. i . . . " . • . ·.. . . . . 

• : : • -r 0 • • ." ~ •" • • ~-

• 3aa .. (lJ The Mbii¢tarir Policy c9lmittee ~~st ensure .that th~Reserv~ Ba~k publish~s· . ~~~.~~=:~ori of . 
. ·. th!=! rnihutes qfthe mee'dngs:ofthe lVIOneta!y Pblicy'Comniittee Within three: :·. . .·c;; 

weeks after ea~h meeting. . - . . . . . . . . ·. 
· ..... ;,> _:·:.··<>. <·: _. <· i ·. l ··. •;.' ',· .. ·._ .•. ·.· .. _, ·.- .. • .. ·. ·--·-

. 30 ·. (2) M4wt~~ qf the rrieeti11g ):inist record,• in relatton to· eyery decision of the Mo11~ · 
ei~fy P,qHcY Qoriunittee, Jhe ~otingpreference ~md re~sons for yoµng_of etich .... 

•m~mb.~tqf tlie Monetary:·Policy Committee,: pr,esent ill such irieeti~g;~ . , •>. · 
·, 'O.. - • - --- • • - • • • • - - • •. • , -.·. ' .. - • - • ' 

: :--, .,,--
.- - J -

339 ... (1) The M<metary. Policy_ · · Cqjnnii~ee may; by a ·-.. ~tatemJ.ht in Writing,; require the' ·Powei: to ~btain · 
- · · ·· · · · · ·· · · · - · · · information. . . 
· · Reserve B,ani< to provi~e such information that tile Monetary l'()licy Committee · 

c q:>µ!jiq~r~ pe<:;essary or_ eip¢dient Jo discharge its: duties. under this'Chapt:er. . 
- ' ·•••. '-:. ._ - __ -- '1 - ." ··- . - - ·- .-, -.- - .• - • 
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{2) The st~tefu,ent must indicate ..;.· . · ·. 

. . :_,-; . 

... ; 

. -:· .. - ... 

. (q) the fortn or ~amie~in' which the informatlcmmust be provided; ·. 
-.... ,: ... ·::.:·_.· .. ·:-::: .. ·.-... ·. ::-.···I·.·-··.··."•.:·•·'·":--. .-·::;;·:·:..-:···:·· 'i'."·:,.··. -·• .·.· ·. ·-.• .· 
· (lff the. time wit:hin:which th~ inforn.iation must be provided; .·.· -

.. -· Cc). th~ ~pµtjes~ if an~ ~·relation -t~. ~hkh. tlle inforwation .ffiust be provided; .· . AA~;·: . -. : . . . - . . .. ., . . . ·-
. (q). ·~e p~rfod in_ re!atioh to "~hich ilifox:matjoi1must be provided ... 

- _1. 
~-- --

.... _ .. ··_. ~ .. --
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(3) If the Monetary Policy Committee requires information relating to a individ­
ual financial service provider, it must obtain the approval bf the Reserve Bank 
Board before obtaining such information. · 

.340. The Reser\re Bank Board must make .bye-laws iri relation 'to the procedures of the 
Monetary Policy Committee, including - . 

(a) the manner of publication of schedule of meetings under section 334(2); 

(b) the manner of publication of decisions under section 337; 

(c) the manner of publication of mim.ites of meetings under sectioil.338; 

(d) process for requisitioning information from the Reserve Bank under sec­
tion 339 and the process for obtaining the approval of the Reserve Bank 
Board under sub-section 339(3); · 

(e) the manner arid process of recording and counting of votes at the meeting; 

(fJ conduct of meetings, including provision for meetings to be held without 
the physical presence of a member; · 

(g) the manner of noting of minutes of the meeting_s; an.d 

(h) any other matters in relation to activities of the Monetary Policy Commit­
tee. 

Reports in relation 
to monetary policy.; 341. (1) The Reserve Bank must -

Reserve power of 
the Central 
Government. 

(a) submit a report to the Monetary Policy Committee, at least three days 
prior to each meeting of the Monetary Policy Committee, containing in­
formation relevant. to the decisions to be made by the Monetary Policy 
Committee in that meeting; and 

(b) publish a quarterly report.containing:..._ 

(i) a review of the monetary policy decisions published by the Reserve 
Bank during such quarter; 

(ii) an assessment of the developments inrelation to monetary policy 
·in the economy during the period to which the report relates; and 

(iii) an indication of the approach which may be adopted by the Reserve 
Bank to meet its objectives in relation to monetary policy. 

(2) A report submitted to the Monetary Policy Committee under sub-section (1) (a) 
must be published simultaneously with the submission of the report to the 
Monetary Policy Committee. 

(3) Any report under sub-section (l)(b) must be published after approval of the 
Monetary Policy Committee. · 

342. (1) The Central Government rriay provide a recommendation in writing, on mon­
etary policy, to the Reserve Bank, if it is satisfied that such recommendation is 
required on account of extreme eco11omic circumstarices.. . 

. (2) Upon the rec~ipt of a recommendation from the Central Gove~ment under 
sub-section' (1), the Reserve Bank Chairperson must provide a copy of such 

· ·recommendation to the Monetary Policy Committee as soon as possible and at 
any rate, prior to the first meetin·g of the Monetary Policy Committee which is 
to be held aft~r the datt:: ;t{r_eGeipt of such recommendation. . 

5 
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(3) The Monetary Policy Committee must consider the recommendation of the 
Central Government provided under sub-section (1) in the first meeting of the 
Monetary Policy Committee held after the date of receipt of such recommen­
dation. 

s (4) If the Monetary Policy Committee rejects the recommendation of the Central 

10 

15 

Government wholly or substantially, the Central Government may, by an order 
in writing, direct the Reserve Bank on matters with respect to monetary policy. 

(5) The order under sub-section (4) -

(a) may be issued only after consultation with the Reserve Bank Chairperson; 

(b) must be laid before both Houses of Parliament for approval; and 

(c) will cease to have effect at the end of the following period, whichever is 
earlier -

(i) twenty-eight days from the date on which the order is made, unless 
it is approved by a resolution of each House of Parliament before 
the end of that period, in accordance with sub-section (6); or 

(ii) ninety days from the date on which the order is made. 

(6) In calculating the period of twenty eight days for the purposes of sub-section 
(S)(c)(i), no account is to be taken of any time during which Parliament is dis­
solved or prorogued or during which either House of Parliament is adjourned 

20 for a continuous period of more than four days. 

(7) Any objectives provided to the Reserve Bank by the Central Government under 
section 331 will not have effect while an order under sub-section ( 4) is in force. 

CHAPTER63 

OTHER CENTRAL BANK POWERS 

25 343. (1) The Reserve Bank has such powers as are necessary to carry out its functions 
as a central bank under this Act. 

30 

35 

40 

(2) Powers under sub-section (1) include the power to -

(a) receive money on deposit and pay interest on the deposits; 

(b) purchase, sell, discount and rediscount bills of exchange, promissory notes 
and treasury bills; 

(c) purchase and sell government securities; 

(d) hold, purchase and sell securities issued by foreign countries; 

(e) maintain deposits with other banks, including foreign ban.ks; 

(/) purchase and sell special drawing rights issued by the International Mon­
etary Fund; 

(g) purchase, sell and otherwise deal in gold, specie and other precious met­
als; 

(h) establish credits and give guarantees; 

(i) open accounts in a central bank in any other country or in the Bank for 
International Settlements or any other international or regional bank, and 
to act as agent or mandatory or depository or correspondent for any of 
those ban.ks or organisations and pay interest on any of those deposits; 

(j) issue bills and drafts and effect transfers of money; and 

General powers of 
the Resetve Bank. 
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(k) acquire, hold, lease or dispose immovable property. 

(3) In this section "International Monetary Fund" has the meaning assigned to it 
under the International Monetary Fund and Bank Act, 1945 (47of1945). 

344. (1) Unless the Reserve Bank, in the pursuit of its objectives under this Part is acting 
in accordance with its powers, it must not -

(a) engage in trade or otherwise have a direct interest in any commercial, 
industrial, or other undertaking, other than where such interest has been 
acquired for the satisfaction of any of its claims; 

(b) purchase any capital, including any shares of any banking service provider, 

5 

or, of any other person, or grant loans against such capital or shares; or 10 

(c) advance money on the mortgage of, or otherwise against the collateral 
of, immovable property or documents of title relating to such immovable 
property, or become the owner of immovable property. 

(2) Any interest of the nature under sub-section (l)(b), acquired by the Reserve 
Bank for the satisfaction of its claims, will be disposed of at the earliest. 15 

(3) The provisions of sub-section (1) (c) will not prevent the Reserve Bank from 
acquiring or holding property necessary for its business or residential premises 
for its use. 

Temporary liquidity 
assistance. 345. (1) The Reserve Bank may provide short-term funds against adequate collateral 

Emergency 
liquidity assistance. 

to system participants for which the Reserve Bank directly operates payment 20 

systems, in order to meet a shortage of funds of such system participants. 

(2) The Reserve Bank must make regulations to provide for -

(a) the procedure for availing assistance under sub-section (1); and 

(b) the manner in which relevant information in relation to the utilisation 
of assi~tance under this section, will be sh~ed with relevant Financial 25 

Agency for regulatory purpos~s. 

(3) In this section, short- erm means overnight or any such other period as may be 
notified by the Reserve Bank for the purpose of this section. 

346. (1) The Reserve Bank may provide liquidity assistance against adequate collateral 
to a financial service provider, or, a class of financial service providers, in case 
of shortage of funds, including where such shortage arises on account of severe 
or unusual stress in the financial system. 

(2) The Reserve Bank must make regulations to provide for -

(a) the nature of collateral to be provided by a financial service provider to 

30 

avail liquidity assistance under this section; and 35 

(b) additional criteria to receive assistance under this section. 

(3) Prior to extending assistance under this section, the Reserve Bank must consult 

(a) the relevant Regulator, when assistance is sought to be provided to a fi­
nancial service provider not regulated by the Reserve Bank under Part V; 40 
and 
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(b) the Corporation, when assistance is sought to be provided to a covered 
service provider. 

( 4) The Reserve Bank must make a determination with regard to the matters under 
sub-section (2) prior to extending assistance to a financial service provider 

s under this section. 

10 

(5) No person will have recourse to the Tribunal against the determination made 
by the Reserve Bank under sub-section ( 4). 

(6) The Reserve Bank must make regulations to provide for-

(a) the procedure to be followed by a financial service provider for availing 
liquidity assistance under sub-section (1 ); and 

(b) the manner in which relevant information in relation to the utilisation 
of assistance under this section, will be shared with relevant Financial 
Agency for regulatory purposes. · 

(7) The Reserve Bank will be guided by the following principles while extending 
15 liquidity assistance under this section -

(a) confidentiality regarding the use of this assistance by financial service 
providers; and 

(b) expediency in making a decision to extend assistance under this section. 

347. (1) In order to reduce risks relating to payments and settlement, arising from the 
20 failure of identified financial service providers, the Reserve Bank must maintain 

a real time gross settlement system for transferring payments of funds. 

25 

30 

35 

(2) In this section -

(a) "the payment system" means the real time gross settlement system under 
sub-section (1); and 

(b) "identified financial service providers" means -

(i) banking service providers; 
(ii) Infrastructure Institutions which provide clearing and settlement 

services and have been designated Systemically Important Finan­
cial Institutions by the Council; and 

(iii) any other financial service provider notified by the Central Govern­
ment, in consultation with the Reserve Bank. 

(3) The Reserve Bank must make regulations governing -

(a) the mode of operation of the payment system; 

(b) the conditions under which the access to the payment system may be 
withdrawn; and 

(c) all other issues connected or related to the payment system. 

(4) If access of an identified financial service provider to the payment system is 
withdrawn under sub-section (3)(b), then the Regulator must cancel the au­
thorisation of such identified financial service provider to act as a banking ser-

40 vice provider, or, to act as an Infrastructure Institution which provides clearing 
and settlement services, where -

(a) if the Reserve Bank proposes to withdraw the access to the payment sys­
tem, it must issue a show cause notice to the identified financial service 
provider; and 
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(b) if the Reserve Bank proceeds to withdraw the access to the payment 
system, it must issue a decision order to the identified financial service 
provider. 

(5) The payment system will be an Infrastructure Institution for the purposes of 
section 193 and no other provision of this Act will apply to the payment sys- 5 

terns. 

348. (1) The Central Government must-

(a) entrust the Reserve Bank with all its money, remittance, exchange and 
banking transactions in India; and 

(b) deposit, free of interest, all its cash balances with the Reserve Bank. 10 

(2) The Reserve Bank will accept monies on account of the Central Government 
and will make payments up to the amount standing to the credit of its account. 

(3) The Reserve Bank will carry out exchange, remittance and other banking oper­
ations for the Central Government. 

( 4) All actions under sub-section (1) will be in accordance with the conditions 15 

agreed between the Reserve Bank and the Central Government, 

(5) Any agreement under sub-section ( 4) will be laid before Parliament, as soon as 
practicable and must be published by the Reserve Bank. 

(6) Sub-section (1) does not prevent Central Government from canying on money 
transactions or holding requisite balances at places where the Reserve Bank 20 

has no branches or agencies. 

(7) The Reserve Bank will include a description of the business of Central Govern­
ment carried on by the Reserve Bank in its annual report. 

349. (1) The Reserve Bank, by agreement with a State Government, may-

(a) undertake all the money, remittance, exchange and banking transactions 25 

in India of such State; and 

(b) maintain the deposit of all cash balances of the State with itself, free of 
interest. 

(2) Any agreement under sub-section (J) will be laid before Parliament, as soon as 
practicable and must be published. 30 

(3) The Reserve Bank must include details of the business of State Governments 
carried on by the Reserve Bank in its annual report. 

350. (1) The Reserve Bank will have the sole right to issue bank notes in India. 

(2) Every bank note issued by the Reserve Bank will be legal tend~r at any place 
m India in payment or on account for the amount expressed on it, and will be 35 

guaranteed by the Central Government. 

(3) The Reserve Bank, after considering the recommendations of the Central Gov­
ernment, must notify -

(a) the denomination value of the bank notes to be issued by the Reserve 
Bank;and "'° 

(b) the form, design and material of the bank notes. 
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Obligation to 353. The Reserve Bank will issue rupee coins on demand in exchange for bank notes supply different 
forms of currency. · and will issue bank notes on demand in exchange for coins which is legal tender 

under the Indian Coinage Act, 2011 (11of2011). 

Issue of demand 354. (1) No person, other than the Reser-Ve Bank, or, the Central Government, where 
bills and notes. 

expressly authorised, will- 5 

(a) draw, accept, make or issue any bill of exchange, hundi, promissory note 
'·' 

or engagement for the payment of money payable to bearer on demand; 
., 

(b) borrow, owe or take up any sum or sums of money on the bills, hundis or 
notes payable to bearer on demand of any such person·; or 

(c) make or issue any promissory note expressed to be payable to the bearer 10 

of the instrument. 

(2) Sub-section (1) does not prevent any cheque or drafts, including hundis, which 
may be payable to the bearer on demand, to be drawn on a person's account 
with a banker, shroff or agent. 

(3) In this section, the phrases "bill of exchange'', "promissory note'', "cheque", 15 

"draft" and "banker" have the meaning assigned to them under the Negotiable 
Instruments Act, 1881 (26of1881). 

Power of Reserve 355. (1) The Reserve Bank must specify the procedure for the Reserve Bank to obtain · Bank to obtain 
information. · information relevant for its functions under this Part. 

(2) A person must comply with a request for providing i.nformation issued under 20 

sub-section (1) and provide the required information or documents, in its pos-
session or power, to the Reserve Bank. 

CHAPTER64 · 

ACCOUNTS OF THE RESERVE BANK 

·statement of assets 
356. (1) :I'he Reserve Bank must prepare and publish a statement of its assets and lia-· and liabilities. 25 

bilities on a weekly basis. 

(2) The statement must relate to assets and liabilities as at the close of business of 
the day on which such statement is prepared. 

(3) If a day on which a statement is to be prepared is a holiday, as notified by the 
Central Government, then the statement must be prepared and published on 30 

the last business day preceding that day. 

( 4) A copy of the statement must be submitted to the Central Government. 

Allocation of 357. (1) The Reserve Bank Board must maintain a policy in relation to the payment of 
surplus profits. 

surplus profits to the Central Government. 

(2) In accordance with its policy, the Reserve Bank must pay profits held by it to 35 

the Central Government, after making adequate provisions for -

(a) reserves to meet future contingencies; and 

(b) bad and doubtful debts, depreciati_on in assets, contributions to staff and 
superannuation funds and for all other m.atters for which provision are 
usually provided for by a banking service provider. 40 

0 
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PART XI 

CAPITAL CONTROLS 

CHAPTER66 

OBJECTIVES AND PRINCIPLES. 

359. (1) The functions and powers under this Part must be discharged and exercised by 5 

the competent authority with the objectives of -

(a). facilitating capital account transactions in a manner that encourages in­
vestment and economic growth in India; 

(b) managing adverse short-term fluctuations in balance of international pay-
ments; and 10 

(c) ensuring review of capital account transactions that could affect national 
!>ecurity. 

(2) In this Part, "~ompetent authority" means -

(a) .the Central Government for making mles under this Part; or 

(b) the Reserve Bank for making regulations under this Part. 

360. The following principles must be taken into consideration while di3Charging func­
tions and exercising powers by the competent authority under this Part-' 

(a) similar investments made by residents and non-residents in Indfa must be 
treated similarly, to the extent practicable; 

15 

(b) investment restrictions must be so designed that the benefits of policies 20 

relating to capital account transactions outweigh the potential impact of 
such restrictions; · 

(c) investment measures must be tailbred to the particular risks posed by par­
ticular investment proposals; and 

(d) policies that restrict capital account transactions on national security con- 25 

siderations must be used only when other policies cannot be used to elim­
inate such national security considerations. 

CHAPTER67 

SCOPE AND CERTAIN OTHER MATTERS 

361. (1) Cross-border trade in goods, services, payment transactions or other current 30 

account transactions are not subject to any restrictions, conditions or prohibi­
tions under this Part. 

(2) Capital account transactions are subject to restrictions, conditions or prohibi­
tions, if any, contained in this Part, or as may be prescribed or specified under 
this Part.: . 35 

362. The following circumstances or conditions will be considered emergency circum­
stances or conditions under this Part -

(a) the outbreak of a natural cala1i1ity in India; 
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(b) grave and sudden changes in domestic economic conditions; 

(c) grave and sudden changes in foreign economic conditions; 

(d) if international payments and international finance are facing or expected 
to face serious difficulties; 

(e) the proclamation of national emergency under Article 352 of the Consti­
tution of India; or 

(f) the proclamation of financial emergency under Article 360 of the Consti­
tution of India. 

CHAPTER68 

INWARD FLOWS 

363. (1) For carrying out the purposes of this Part, the Central Government will make 
rules in accordance with this Chapter in relation to inward flows. 

(2) The Central Government must prescribe criteria that qualified foreign investors 
must meet. 

15 (3) The Central Government may prescribe -

20 

(a) the prohibition of one or more classes of inward flows; or 

(b) procedures, conditions, limits, restrictions or approval requirements in 
relation to -

(i) any class or classes of inward flows; 

(ii) the acquisition or transfer of immovable property situated in India, 
by a qualified foreign investor; 

(iii) any borrowing by a resident from a non-resident; or 

(iv) the giving of any guarantee or surety in respect of any borrowing, 
obligation or other liability, by a non-resident. 

25 364. (1) Nothing contained in section 63 will apply to rule-making by the Central Gov­
ernment under this Part. 

(2) The Central Government may make rules for the implementation of this Part 
and must consult the Reserve Bank before making draft rules under this sec­
tion. 

30 (3) The consultation with the Reserve Bank must relate to -

35 

(a) the problem to be addressed and the goals sought to be achieved as well 
as the alternatives available for addressing the problem or achieving the 
goals; 

(b) the economic rationale, including the expected benefits and likely costs; 
and 

(c) the effect on !nvestment climate, efficiency, and balance of payments. 

(4) Subsequent to consultations with the Reserve Bank, the Central Government 
must make rules in accordance with the process contained in section 52. 

365. (1) Unless provided otherwise, nothing contained in Chapter 13 will apply to emer-
40 gency rules made urtder this Part. 
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(2) The Central Government may make rules in accordance with this section, in 
any circumstance or condition contained in section 362 without complying 
with the process contained in section 364. 

(3) If any condition or circumstance contained in section 362 exists, the Central 
Government must consult the Reserve Bank prior to making rules under this 5 

section, within fifteen days from the day on which a condition or circumstance 
was determined by the Central Government to be an emergency condition or 

circumstance. 

(4) Upon consultation with the Reserve Bank, the Central Government may make 
rules, temporarily suspending - 10 

(a) any payments or receipts on account of any inward flow, or the whole or 
a part of any inward flow; 

(b) borrowings from any non-resident; or 

(c) any payment to non-resident or mandating prior approval or safe-keeping 
of part of any funds borrowed from any non-resident. 15 

(5) The rules made under this section must be accompanied by the documents 
contained in sections 52(2)(a) to 52(2)(d). 

(6) The rules made under this section must be laid before the Parliament. 

(7) Unless withdrawn earlier, the rules made under this section will cease to be in 
force on the expiry of ninety days from the date on which the rules come into 20 

effect. 

(B) If the Central Government determines that the rules made un<ier this section 
are required to be in force for a period of more than ninety days, it must make 
the rules by following the procedure contained in section 364. 

CHAPTER69 

OUTWARD FLOWS 

366. (1) For carrying out the purposes of this Part, the Reserve Bank will make regula­
tions in accordance with this Chapter in relation to outward flows. 

25 

(2) The Reserve Bank may specify procedures, conditions, limits, restrictions or 
approval requirements in relation to - 30 

(a) any class or classes of outward flows; 

(b) the acquisition or transfer of immovable property situated outside India, 
by a resident; 

(c) any borrowing by a non-resident from a resident; or 

(d) the giving of any guarantee or surety in respect of any borrowing, obliga- 35 

tion or other liability, by a resident to a non-resident. 

367. (l) The Reserve Bank must consult the Central Government before making draft 
regulations under this section 

(2) The consultation with the Central Government must relate to the matters con-
tained in section 364(3). 40 
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368. (1) Unless provided otherwise, nothing contained in section 53 will apply to emer-
gency regulations made under this Part. 

(2) The Reserve Bank may make regulations in accordance with this section, in any 
of the circumstances or conditions contained in section 362 without complying 

5 with the process contained in section 367. 

(3) If any condition or circumstance contained in section 362 exists, the Reserve 
Bank must consult the Central Government prior to making regulations under 
this section, within fifteen days from the day on which a condition or circum-
stance was determined by the Reserve Bank to be an emergency condition or 

10 circumstance. 

(4) Upon consultation with the Central Government, the Reserve Bank may make 
regulations temporarily suspending -

(a) any payments or receipts on account of any outward flow, or the whole or 
a part of any outward flow; or 

15 (b) borrowings by any non-resident from any resident. 

(5) The regulations made under this section must be accompanied by the docu-
ments contained in sections 52(2)(a) to 52(2) (d). 

(6) The regulations made under this section must be laid before th~ Parliament. 

(7) Unless withdrawn earlier, the regulations made under this section will cease 
20 to be in force on expiry of ninety days from the date on which the regulations 

come into effect. 

(8) If the Reserve Bank determines that the regulations made under this section 
are required to be in force for a period of more than ninety days, it must make 
the regulations by following the procedure contained in section 367. 

25 CHAPTER 70 

AUTHORISED DEALERS 

369. (1) The Reserve Bank must specify the conditions or requirements to be satisfied 
by an authorised dealer. 

(2) The regulations must -

30 (a) be neutral to the legal structure of a person; and 

(b) allow any person meeting the conditions or requirements to act as an 
authorised dealer. 

(3) The regulations may require any person to obtain authorisation from the Re-
serve Bank to act as authorised dealer. 

35 370. (1) Only authorised dealers may, for capital account transactions, .,.. 

(a) deal in or transfer any foreign exchange to any person; or 

(b) receive, in any manner, any payment by order or on behalf of any non­
resident. 
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(2) Any person may sell or draw foreign exchange for a capital account transaction, 
to or from an authorised dealer, in accordance with the provisions of this Part 

or as may be specified. 

371. (1) Prior to undertaking a transaction on behalf of any person, an authorised 
dealer must be reasonably satisfied that the transaction -

(a) is genuine; 
(b) will not involve a contravention of the provisions of this Part or rules or 

regulations made under this Part; and 
(c) is not designed to contravene or evade provisions of this ?art or rules or 

5 

regulations made under this Part. 10 

(2) In order to be reasonably satisfied, the authorised dealer -

(a) must review and verify the documents and declarations made; 

(b) must ensure compliance with provisions of this Part and the rules or reg­
ulations made under this Part; and 

(c) may require any person on behalf of whom the transactivn is to be un- 15 

dertaken, to make declarations and provide information as the authorised 
dealer may reasonably require under the circumstances. 

(3) The authorised dealer must refuse, in writing, to undertake a transaction if it 
determines that a person refuses to comply, or unsatisfactorily complies, with 
any requirement of the authorised dealer contained in sub-section (2)(c). 20 

( 4) Any person aggrieved by a refusal of the authorised dealer under sub-section 
(3) may file a complaint, in such manner as may be specified, with the Reserve 
Bank. 

(5) If the authorised dealer has a reason to believe that any contravention or eva­
sion of this Part or rules or regulations made under this Part is contemplated 25 

under sub-section (3), it should report the matter to the Reserve Bank, as soon 
as possible. 

CHAPTER 71 

NATIONAL SECURITY AND REVIEW 

372. (1) A capital account transaction affects national security if it involves any of the 30 

following -

(a) ownership of critical infrastructure by a foreign investor; ~ 

(b) ownership of critical technologies by a foreign investor; 

(c). control or ownership of assets in India by a foreign government; 

(d) a non-resident or a foreign government - 35 

(i) which presents a threat to the peaceful coexistence of India with 
other nations; or 

(ii) which presents a threat, or a major disruption, to foreign relations 
of India; or 

(e) any other matter as may be prescribed or specified, as the case may be. 40 

(2) In this section -
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(a) "critical infrastructure" means systems and assets, whether physical or 
virtual, so vital to India that the incapacity or destruction of such systems 
or assets would have a debilitating impact on the Indian economy; and 

(b) "critical technologies" means technology, critical components, or items 
essential to national defence. 

373. (1) Any person who has received a decision order or any approval order from the 
Central Government may apply to the senior officer of the Central Government 
for review of such order, within fourteen days from the date of receipt of such 
order. 

10 (2) If the senior officer finds that there is an apparent error in the order, the senior 
officer may amend or set aside such order. 

(3) The senior officer must convey its decision within a period of one month from 
the receipt of the application under sub-section (1). 

( 4) The senior officer must give a reasoned decision. 

15 (5) An appeal from the order of the senior officer will lie to the Tribunal. 

(6) In this section, "senior officer" means an officer of the Central Government not 
below the rank of Secretary to the Government of India, having the competence 
necessary for dealing with applications under Chapter 14, and designated by 
the Central Government to act as senior officer for the purpose of this Part. 

20 (7) An administrative law member reviewing the order of the Reserve Bank in 
relation to this Part, under section 403, must follow the procedure contained 
in this section. 

CHAPTER 72 

ANNUAL REPORTS AND MISCELLANEOUS 

Review by senior 
officers. 

Annual repon of 
25 374. (1) The Central Government must publish an annual report within ninety days of the Central 

the expiry of the year for which the report relates to. Government. 

30 

35 

(2) The annual report must contain -

(a) the rules and amendments to rules made by the Central Government un­
der this Part; 

(b) a summary of cost-benefit analysis for the rules made by the Central Gov­
ernment under this Part; 

(c) an analysis of each inward flow affecting national security, including the 
nature of the acquisitions and potential impact on critical infrastructure 
or critical technologies; 

(d) an analysis of effectiveness of the rules made by the Central Government 
under this Part; and 

(e) such other matters as are necessary to give a complete disclosure and 
analysis of the performance of functions by the Central Government under 
this Part. 

4Q (3) In addition to the annual report under sub-section (1), the Central Government 
must publish a table showing - . 
(a) by sector, product and country of foreign ownership, the number of acqui­

sitions reviewed by the Central Government; 
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(b) the total number of approvals granted by the Central Government; 

(c) the total number of applications rejected by the Central Government; 

(d) the total number of decisions along with a summary of decisions of the 
senior officer; 

(e) the total number of decisions of the senior officer upheld by the Tribunal s 
along with a summary of such decisions of the Tribunal; and 

(f) the total number of decisions of the senior officer struck down by the 
Tribunal along with a summary of such decisions of the Tribunal. 

375. (1) In addition to the requirements contained in section 77, the annual report of 
the Reserve Bank must contain - 10 

(a) the regulations and amendments to regulations made by the Reserve Bank 
under this Part; 

(b) a summary of cost-benefit analysis for the regulations made by the Reserve 
Bank under this Part; 

(c) an analysis of each outward flow affecting national security; 15 

(d) an analysis of effectiveness of the regulations made by the Reserve Bank 
under this Part; and 

(e) such other matters as are necessary to give a complete disclosure and 
analysis of the performance of functions by the Reserve Bank under this 
Part. 20 

(2) In addition to the annual report under sub-section (1), the Reserve Bank must 
publish a table showing -

(a) by sector and product, the number of acquisitions reviewed by the Reserve 
Bank; 

(b) the total number of approvals granted by the Reserve Bank under this 25 

Part; 

(c) the total number of applications rejected by the Reserve Bank in this Part; 

(d) the total number of investigations conducted the Reserve Bank in this Part; 

(e) the total number of decisions along with a summary of decisions of the 
administrative law member of the Reserve Bank under this Part; 30 

(f) the total number of decisions of the administrative law member of the Re­
serve Bank under this Part upheld by the Tribunal along with a summary 
of such decisions of the Tribunal; and 

(g) the total number of decisions of the administrative law member of the 
Reserve Bank under this Part struck down by the Tribunal along with a 35 

summary of such decisions of the Tribunal. 

376. (1) For the purposes of the applicability of this Part, the provisions of certain sec­
tions in this Act will be modified to the extent provided in this section. 

I 

(2) The obligation on Financial Agencies in relation to review of regulations con­
tained in section 59 will also be applicable to the Central Government for the 40 

rules made by it under this Part. 

(3) All references to "Financial Agency" contained in Chapter 14 will be replaced 
with "competent authority". 
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(4) All references to "financial service provider"contained in Chapters 15 and 77 
will be replaced with "authorised dealer or any person involved in a capital 
account transaction". 

(5) The words "or any rules made by the Central Government under Part XI" will 
5 be added after -

10 

(a) the word ·~gency" contained in section 58(1); and 

(b) the word "regulations" contained in sections 58(1)(c), 58(1)(e), 58(1)(f), 
58(2), 426(4)(a) and 394(1). 

(6) The following clause will be added in section 58 -

(a) the conditions contained in section 362 did not exist for rules or regula­
tions, as the case may be, made under that section. 

(7) The word ", rules" will be added after the word "regulations" contained in 
section 436(l)(b). 

(8) The words "or prescribed" will be added after the word "specified" contained 
15 in section 68(1 ) . 

20 

25 

30 

35 

40 

(9) The following sub-section will be added after section 70(10) -

(a) In relation to the applications made under Part XI, the requirement to 
give show cause notice contained in sub-section 70(7) will not apply if 
the competent authority provides in the decision order or the approval 
order, as the case may be, that such order is in the interest of national 
security considerations contained in section 372. 

(10) The following sub-section will be added after section 71 (2) -

(a) If the competent authority proposes to cancel any approval granted by it 
under Part XI, other than the approvals granted under Chapter 70, it must 

(i) take into account the investment protection agreement entered into 
between the Central Government and the government of the coun­
try of which the non-resident is resident, if any; 

(ii) provide for adequate compensation to the non-resident, or the resi­
dent, as the case may be; and 

(iii) provide for reasonable time-period to divest to the non-resident or 
the resident, as the case may be. 

(11) The following sub-section will be added after section 394(1) -

(a) Where the Central Government has information or reasonable grounds 
to suspect that any authorised dealer or any person involved in a capital 
account transaction is violating or has violated any provision of any law 
or rules made under Part XI, or any condition of any approval granted by 
the Central Government, the Central Government must share such infor­
mation or the basis of such grounds, as the case may be, with the Reserve 
Bank and the Reserve Bank must investigate such authorised dealer or 
person involved m a capital account transaction. 

(12) T!1e words "approval order under Part XI" will be added after the words "deci­
sion order" in section 403. 

(13) The following clause will be addeci after section 407(3)(c) -



. I 

' '. 

I I 

PartXI: 72.ANNUAL REPORTS AND MISCELLANEOUS 155 

(a) condition of.any approval order granted by the competent authority under 
Part XI. 

(14) The following sub-section wiffbe added after section 407(3) -

(a) In relation to Part XI, enforcement action includes - . 

(i) di!'ection for reversal of transaction; 
(ii) direction to the qualified foreign investo_r to divest itself of control 

or of its investment in or transactions with_ the resident; 
. (iii) direction to the resident to divest itself of control or of its invest- · 

ment in or transactions with the non-resident; 
(iv) declaration of annulment of transaction; 
(v) dfrection for amendment of the structure of the transaction; or 

(vi) direction to authorised dealer to undertake a transaction . 

. (15)° The following sub-section will be added after section 408(3) -

(a) In addition to the factors contained in sub-section 408(2), the Reserve 
Bank must take into account the investment protection agreement entered 
into between the Central Government and the government of the country 
of which the non-resident is resident, if any. 

5 

10 

15 

,, ' 
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PART XII 

PUBLIC DEBT MANAGEMENT AGENCY 

CHAPTER 73 

OBJECTIVE AND FUNCTIONING OF THE DEBT AGENCY 

s 377. The Debt Agency has the objective of minimising the cost of raising and servicing 
public debt over the long-term within an acceptable level of risk at all times, under 
the general superintendence of the Central Government, as provided by this Part. 

378. (1) There will be a Debt Agency Advisory Council to advise the Debt Agency Man­
agement Committee under this Part. 

10 (2) The functioning of this advisory council will be in accordance with Chapter 12, 

15 

other than in the aspects provided here. 

(3) The Debt Agency Advisory (;ouncil will comprise -

(a) a member designated as chairperson; 

(b) an officer of the Central Government higher than the rank of its officer in 
the Debt Agency Management Committee as member; 

(c) an officer of the Reserve Bank higher than the rank of its officer in the 
Debt Agency Management Committee as member; 

(d) four experts as members; and 

(e) the Debt Agency Chief Executive as member. 

20 ( 4) The members of the Debt Agency Advisory Council will be appointed by the 
Central Government. 

(5) The members of the Debt Agency Advisory Council cannot be the same as the 
members of the Debt Agency Management Committee, except for the Debt 
Agency. Chief Executive. 

25 (6) Members of the Debt Agency Advisory Council must be persons who have 
shown capacity in dealing with problems relating to public debt, public finance 
or financial markets, or have knowledge and experience of accountancy, eco­

. nomics, finance or law. 

(7) The Debt Agency Advisory Council must meet at least once in a quarter to 
30 review the borrowing programme for the upcoming quarter, and as and when 

it is called upon by the Debt Agency Management Committee to provide an 
opinion on any matter under this Part. 

379. (1) The Debt Agency Advisory Council must provide its opinion on any matter 
referred to it by the Debt Agency Management Committee. 

35 (2) The Debt Agency Advisory Council may provide its opinion on any activity of 
the Debt Agency as it finds relevant. 

(3) The Debt Agency Advisory Council must advise the Debt Agency Management 
Committee to disseminate information relating its functions to the public in a 
transparent, accountable and timely manner. 

Objective. 
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CHAPTER 74 

FUNCTIONS OF THE DEBT AGENCY 

380. The Debt Agency will -

(a) manage the public debt, cash and contingent liabilities of the Central Gov-
ernment; and s 

. (b) undertake other activities incidental to the functions under this section. 

381. (1) The Debt Agency must manage the public debt, in accordance with this Part, 
and any rules made thereunder. 

(2) The Debt Agency must submit a draft annual public debt plan, in such form as 
may be prescribed, for the following financial year, to the Central Government, 10 

not later than 1st January of each year. 

(3) Before the draft annual public debt plan is submitted to "the Central Govern­
ment, the Debt Agency must -

(a) seek the opinion of the Debt Agency Advisory Council under section 379(1); 
and IS 

(b) if the Debt Agency disagrees with the opinion of the Debt Agency Advisory 
Council, publish a written opinion explaining why it so disagrees. 

( 4) The draft annual public debt plan must take into account -

(a) the opinion of the Debt Agency Advisory Council under section 379(1); 

(b) the current public debt portfolio, including inherent risks ::tnd vulnerabil- 20 

ities, of the Central Government; 

(c) the forecasts of revenue and expenditure of the Central Government; 

(d) the prevailing and evolving market conditions for government securities; 

(e) aspects of efficiencv such as costs, risks and phasing of borrowing and 
repayments; and 2s 

(f) such other factors as the Debt Agency considers appropriate. 

(5) The draft annual public debt plan must advise on -

(a) the composition of the borrowing and repayment of public debt, including 
the amount, structure, maturity, currency, indexing, and mode of issuance 
of public debt; and 30 

(b) the optimal annual calendar for the issuance of public debt. 

(6) The draft annual public debt plan may advise on -

(a) the medium-term and long-term debt strategy of the Central Government; 
and 

(b) the policy to mitigate risks to the debt portfolio, including any limits that 35 

may be placed for such risks. 

(7) The Central Government must approve the draft annual public debt plan, with 
or without modifications, each year, for the following financial year, and com­
municate the same to the Debt Agency, as soon as may be practicable. 

(8) The Central Government may modify the annual public debt plan any time 40 

during the year as may be necessary, in consultation with the Debt Agency . 

• 
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(9) The Debt Agency must implement, to the best of its abilities, thP annual public 
debt plan as approved and modified by the Central Government from time to 
time. 

(10) The Debt Agency must prepare a public debt management plan for the Cen-
s tral Government on daily, weekly or monthly basis, as the Debt Agency may 

determine to be practicable and necessary, in consultation with the Central 
Government. 

(11 ) The Debt Agency must disseminate information relating to public debt man­
agement and the annual public debt plan to the public in a transparent, ac-

10 countable and timely manner. 

15 

20 

25 

(12) In this section -

(a) "annual public debt plan" means the annual plan for managing public 
debt as approved by the Central Government; and 

(b) "draft annual public debt plan" means the calendar of the Central Gov­
ernment for borrowing and repayment of public debt during the next fi­
nancial year, as proposed by the Debt Agency to the Central Government. 

382. (1) The Debt Agency must undenake cash management for the Central Govern- Cash management. 

ment, in accordance with this Pan, and any rules made thereunder. 

(2) The functions of the Debt Agency relating to cash management include -

(a) co-ordinating with the departments, ministries and agencies of the Central 
Government and the Reserve Bank to estimate the cash balances every 
day; 

(b) monitoring the cash balances of the departments, ministries and agencies 
of the Central Government; 

(c) advising the Central Government on measures to promote efficient cash 
management practices and to deal with surpluses and deficits; and 

(d) managing cash balances of the Central Government. 

(3) The Debt Agency must prepare a cash management plan for the Central Gov­
ernment on daily, weekly or monthly basis, as the Debt Agency may determine 

30 to be practicable and necessary, in consultation with the Central Government. 

35 

( 4) The periodic cash management plan must take into consideration -

(~) the forecasts of cash flows of the Central Government; 

(b) synchronisation of cash flows with public debt management; and 

(c) aspects of efficiency such as costs and risks associated with cash flows and 
measures to deal with deficit and surplus. 

(5) The Central Government must approve the periodic cash management plan, 
with or without modifications, each year, and communicate t'1e same to the 
Debt Agency, as soon as may be practicable. 

(6) The Central Government may modify the periodic cash management plan at 
40 any time as may be necessary, in consultation with the Debt Agency. 

(7) The Debt Agency must implement, to the best of its abilities, the periodic cash 
management plans as approved and modified by the Central Government. 

(8) The Debt Agency must disseminate information relating to cash management 
to the public in a transparent, accountable and timely manner. 
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383. (1) The Debt Agency must manage contingent liabilities for the Central Govern­
ment, in accordance with this Part, and any rules made thereunder. 

(2) The functions of the Debt Agency relating to the management of cbntingent 
liabilities include -

(a) developing, m~intaining and managing a database of contingent liabili- 5 

ties; 

(b) managing and monitoring contingent liabilities; 

(c) undertaking risk assessments in relation to contingent liabilities; and 

(d) advising the Central Government on the pricing and issuance of contin-
gent liabilities, and the arrangement of contingent lines of credit. 10 

(3) The Debt Agency must undertake risk assessments in relation to contingent lia­
bilities on an annual basis, and in accordance with international methodology 
and practice. 

( 4) The Debt Agency must disseminate information relating to contingent liabili-
ties to the public in a transparent, accountable and timely manner. 15 

384. The Debt Agency must -

(a) develop, maintain and manage information systems that are necessary to 
carry out its functions efficiently; 

(b) disseminate information and data relating to its functions to the public in 
a transparent, accountable and timely manner; and 20 

(c) conduct and foster research relevant for the efficient discharge of its func­
tions. 

385. (1) The Debt Agency must take steps to foster a liquid and efficient market for 
government securities. 

(2) In the discharge of its functions under this section, the Debt Agency will advise 25 

the Regulator, the Central Government or any public authority on the policy 
and design of the market for government securities. 

(3) In carrying out the functions under this section, the Debt Agency must seek to 
ensure -

(a) equal access to the market for government securities; 30 

(b) growth and diversity in the investor base for government securities; 

(c) fair competition in the market for government securities; and 

(d) transparency in the issuance and trading of government securities. 

386. (1) The Debt Agency may, on behalf of any public authority, as may be permitted 
by the Central Government, or any State Government - 35 

(a) carry out the functions under section 380; or 

(b) provide technical assistance to enable the public authority or State Gov­
ernment, as the case may be, to carry out the functions under section 
380. 

(2) The Debt Agency must not carry out any function under this section if there is 40 

a conflict of interest with the obligations of the Debt Agency under this Part. 
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( 4) The Debt Agency is bound by any directions issued under this section in the 
exercise of its powers or the performance of its functions under this Part. 

. . 

390. (1) The Central Government may, by notification, temporarily supersede i:he Man~ 
agement Committee at any time, if the Central Government is of the opinion · 
thM- .5 

(a) on account of an emergency, the Debt Agency is unable to perform its 
functions; or 

(b) theDebt Agency has persistently defaulted either in complying with any 
direction issued by the Central Government under this Part or in tlie per-· 

. forinance of its functions. 10 

(2) The notification must provide for the period of supersession, which may not 
exceed a period of one hundred and eighty days. 

(3) Before issuing the notification, the Central Government must -

(a). give a reasonable opportunity to the Debt Agency to make representations 
'lgainst the proposed supersession; and 15 

(b) consider representations, if any, made by the Debt Agency. 

( 4) Upon the publication of the notification -

(a) all the members of the Management Committee will, as from the date of.· 
supersession, vacate their offices; and 

(b) all the powers and functions which may be exercised or performed by 20 

or on behalf of the Debt Agency, will, until the Management Committee 
is reconstituted under section 24, be exercised and performed by such · 
person or persons as the Central Government may direct. 

(5) Before the period ofsupersession expires, the Central Government must take 
action towards reconstituting the Management Committee. 25 

· (6} The Central Government may reconstitute the Management Committee of the 
Debt Agency by fresh appointments, and no person who vacated office under 
sub-section (4)(a) will be deemed disqualified for appointment.· .· 

(7) The Central Government must, at the earliest, lay before each House of Parlia­
ment, the notification and a report of the action taken under this section and . 30 

the circumstances leading to such action. 

CHAPTER 76 

OTHER PROVISIONS GOVERNING THE DEBT AGENCY 

391. (1) The Debt Agency may, in consultation with the Central Government, make bye­
laws to provide for fees payable in respect of its services rendered under this 35 

Part. 

(2) ·The bye-laws may levy the fees on the basis of the kind or scale of service 
rendered. 

(3) While levying fees, the bye~laws must take into account.-

Ca) the financial requirements of.the Debt Agency; and AO 

(b) the costs associated with the service for which the fee is being levied. 
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. ·(4) "For se~ces'pr6vided ~nder ~~ction 386, if th~ fees ~f~no~ p;oVided for by bye"' . 
. laws; the Debt Agency may provic:Ie· fof the foes throtigh i:he agreement entered : . .. 

.. 'into ~ndei that section> .· ~ > .·. : · ·. · · . · : :. · · ·. · · · · .. · · ' .~·· : > : · 
: ''. 

,.'.-f·!'-c -~ :--

·-

392~ (0 Ifhere will be COnl!tituted a fund, established a~{iu~int~ined by the Debt . Fund; 
Agency, to which the {qHotvihg will be.;credited - .i .. · . . . . . . . . 

-o.f: 

.·. ·(a) all gr~nts, loans, aridJees received by theDebt Agency; and. ·· 
· ·· • . ~ (b) allsJxhs ~eceiv~d J?y ~he I>ebtAgenc~ frmnsu~h ~ther so~r~~~ as maybe. : · 

presqibed by the Ceqtr(l~ Governmerit: . . ·· · · · · : · · 

. (2) iThe fund ~iffbe appli~Cj fbr meeting:..,. 
. ·. . . - . . . ·. ' : . ,· .. : . ,- : . . -: ' - . . f~ ~. ~ - . .. . - ~- -. . . . . 

'(a) the falaries; allowan~~s and other rertumeratfon of the members, officers; 
.. i .. · arid employ(;!es of the[ Debt Agency;. . .. 

· .:/(b) <the efp:en~es of: the.·tebt Agency iI1 performillgits fµnc~ion~under this . ·· · · · P<l.ef; anq . .· . 1 . • • . : . . . . • . . . . • • . . . •· .· . . . 

···• ...•. 1 (c). theexp~nseson ob]e~ts and for;puri)oses C1Utho~sed by.tlie Ad'. 

- ,,,.; 

·. ~ ... 

. 1. 

··,,. 

(1) ·.The. Centt~l Governille~t i~ liai;,le to meet ilie obligatio~s arisiifa from~:. ' Liabillty for .. · .. 

. . ~ny fi~a~cial trans~cti~n authori~ed by the. ;C.enfral Goyem~edt 'that ~ ·.:~~:~~ans.- ·.· 
, undertaken l:>Y the Debt Agency; br . · , · · · · · · · · 
• , .- • • 1 -, • - ' - • • ~ I ' _ , . , _ 

any fu~cls thatare rai~ecfo:n b~half of theCentralGovemmehtbythe D~bt 
, Agency. · · ' : · : < .' ' · ·· · · · · _' · 

(2) i Sfat<: Gfr\Temment or ptiJ?lic:auth~rfr)(is li~bletomeetthe_oblig~tio11s arishfa :: 
from c.: · ·.. · ·· .· ' ·· · · ·· .... ~ · '· · .... · ... . .. · .... ,. · · : ... . · ·;· ···. . -cr:1_: '·· .. ·. ·· -: .· .. ~·.o • ·· ·•· 

···. ;Ca) any finand~l tran~actl.on authb~ised by that State G~vernme_rii: o~ public > 

·.,. authbfitythat is,m1deraken pythe D~})tAgeric~;·or' ~ .·· · •... \ .. : .•. ,··: 
:(b) any funds that are raised onhehalf of that State Government or pl..lblic · t .. ~tithotity by the ·n~bt ;Agenc{ · · · · · · · .. ·. · · · · · · · · · · 

- ,.:·;··' 

·.·._._· .. 
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INVESTIGATIONS 
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394. (1) Where a Financial Agency has information or reasonable grounds to suspect 
that any· person is violating, or has violated, any provisions of the Act or rele­
vant regulations, the Financial Agency may investigate such violation. 

· (2) The Financial Agency must appoint one or more competent individuals to in~ 

.5 

vestigate the financial service provider and record such appointment. 10 

(3) The record of appointment must provide for - · 

(a) the person who will be responsible for carrying out the investigation; 

(b) rea.son for such appointment; 

(c) scope of the investigation; 

(d) . the time for the investigation, which will not exceed one hundred and 15 

eighty days at the first instance; and 

(e) the method of reporting of the investigation. 

( 4) The Financial Agency may modify the terms of appointment contained in sub­
section (3) (e), if the circumstances of the investigation require such modifica-
tion. 20 

. (5) In this Chapter, "investigator" means an individual appointed under sub-section 
(2). 

395. (1) An investigator may exercise powers contained in sub-section (3} over -

(a) any financial service provider; 

. (b) ariy person who is an employee or financial representative of any financial 25 

service provider; · 

· (c) any person carrying out any activity subject to regulation by the Financial 
Agency under the authority of law, with or wi_thout the permissfon of the 
Financial Agency, and the person in control of such person;·. 

(d) any related person of financial service provider; 30 

(e) any other person who has been a party to any regulated activity or has 
information relevant or helpful to the investigation being carried out; and 

. (j) any person suspected of market abuse. 

(2) The investigator may exercise the powers contained in this section only after - 35 

(a) recording the reasons stating the relationship between the person over 
whom the power is being exercised and the scope of the investigation 
under section 394(3)(c); and · 
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(b) providing the reru;ons r~cordecltci such person, along with any order t!x~ 
ercising such powers. · · · · 

The investigator may ~trder a person under suh~section (1) to·'- · 

(a) respond to the. q~estions or'the ~nvestigatbr, in ;erson .or ciriy form of . . . .· '.' . . .. , . - . \·.· '·. ·. - ., - ' , .. convenient commuhication; and ' . .. I ; . · .• . ··. . • ' . . .. 

(b). produce any docuinent or infonriation the ip.vestigator mafrequife; 
' . '_- - - ... 

. The investigator maY,nihl<~ copies of ariy docmnent'produced~ 

The investigator will htlve the.same powers as are vested iI~a Civil court under · 
the Cdde of Civil Procedure, 1908 (S of i 908} whil~ trying a suit, in respect of .. 
the foll<;>wing matters - 1 • •• • •• • ••• • :. •• •• • • • • : •· < ·. 

- ' '. - . ' . -

. (a) summorii~g and eli!-forcing the attendance ofany individual including gov~ 
emment officials; · · · · ·· · · · · 

'. · (b) req~iring su~h individuals to produce releyant records and documents; .. 
and · · 1 . . ... • 

(c) recording their statements. . · ·. · · 
• '• , j• .: • Jo I 

(6) Any cop~ ofa documedtor record made by the fu~estigator will be presumed_ 
· to be tnie arid accurate '.unless evidence is produced to the contrary. ·. · · 

. 396. (1) Ariinve~tigator may ~ 1 Powers of the 
investigator.. 

20 

25 

30 

(ci) enter the·premi~esjof any person with~ut p~ior notice; and ·. 

(b) sei~e and retain custody of bdoks, accounts, or arty other. retdrds of the' 
person. 

· · (.2) If an investigator propos~s to us~· the powers tmder sub~section.(1), the: inves­
... tigator must make an application to .a Judicial Magistrate of tqe first class of 

the district where the head office ~f the Financi(l.l Agency is situated,. · · · 
. . ' ·. . . . . - . 

(3) The Judicial Magistrate may!ssue anorder"authorisirig theinvestigator to carry 
· out the :actions contained iri sub-section (1) if. theinvestig~i:or satisfies tl:].e · . 
Judicial Magistrate that1.:: · · · · .··. · '·· · · ·· · · · · · · 

. (a) the :person may nof.Co~operate \.vith the investigati~n; or 

. (b) any direction to the person may lead to d~su'.uction of infol}tlatii:nior 
records .which is required by the investigator. ' . .. . ' 

· (4) The order oftlle JudidalMagistrate tinder sub,section (3) willh.avethe sanie ... 
legal effect «i.s a warrant issued by an appropriate.·court under the Code of · 
CriminalProc:edtire, 1973 (2 of i974). · · · · 

(5) The inves~igator inay r~tain bo_oks; ac~ounts or any oilier rec0rqs seiZedunder 
35 .. this secticm, for a period'. not exceeding thirty dayi · · 

•· . . . I . . .. ., , 

. . . : . 

397. Mer_ the cmiclusion of.the i~trestigation or lapse of i:fni~allocated in the appoint- Report of the 
· · · ' . · · · · . · . . · · · investigatoi. ment order; the investigator!wilfmake a.final.report to the Finan~ial Agency; ··.··· ·· 

:. : 

40 

.;~s· · (1·) This sect1~0.· n ·applies if,· p' eliding investiga'.tio_n_ urider ~ectio_n_ 395,_._the inve. stiga- .·Preventive 
"

7 
• ; , , . . measures during 

tor has reasonable gr~urids to believe that any :Berson mentioned in Section investigatibn; 
, 395(1)is taking, or abotit to take; any action whkh.i.. 

: ; : . '.·· . . . . : ·.) 

•\ 



Part XIII: 77. INVESTIGATIONS 165 

(a) constitutes a violation of any provision of law or regulations enforced by 
the Financial Agency; and 

(b) may prevent the investigator from ·collecting information or evidence. 

(2) The investigator may apply to an administrative law member for a decision 
order requiring a person to take actions contained in sub-section (5). 5 

(3) An application under sub-section (2) must be accompanied with reasons for the 
investigator considering a decision order under this section to be necessary. 

(4) The administrative law member must issue a decision order under sub-section 
(2) only when the administrative law member has reasonable grounds to be-
lieve that - 10 

(a) the actions of the person disclose apparent violation of laws and regula­
tions enforced by the Financial Agency; 

(b) if no order is passed, persons availing financial services from the financial 
service provider will suffer injury which may not be compensated ade-
quately after the investigation is complete; 15 

(c) if no order is passed, the investigator will not be able to effectively carry 
out the investigation; or 

(d) if no order is passed, any eventual remedy or penalt:Y that may be imposed 
by the Financial Agency, after the investigation is complete, will not be 
enfoi;ceable due to change of circumstances. 

(5) The administrative law member will have the power to issue a decision order 
against any financial service provider or person suspected of being involved in 
market abuse - . 

(a) to cease or desist from carrying out such specified activities as would meet 
the objectives contained in sub-section ( 4); 

(b) to keep specified records in a manner and form specified by the investiga­
tor; and 

(c) to keep any monies collected from consumers in a separate·account or 
deposit such monies with the Financial Agency. 

20 

25 

(6) Before passing a decision order under this section, the administrative law mem- 30 

ber will consider the requirements contained in sub-section (4) and the re­
quirement of causing least possible disruption to the. person to whom such 
order applies. 

(7) In exceptional circumstances, a decision order under this section may be passed 
without hearing the person on whom such decision order is passed, but such 35 

person will be given a hearing at the earliest possible opportunity before an 
administrative law member. 

(8) After a hearing under sub-section (7), the administrative law member must 
make a new decision order modifying, confirming, recalling or setting aside 
the previous order. . 40 

(9) A decision order passed under this section will remain in force for a period of 
ninety days. 

(10) Upon the expiry of ninety days, if the investigation under section 395 has not 
been completed, the decision order may be extended by the administrative law 
officer, upon an application by the investigator to extend the decision order for 45 

a further period of ninety days if - . 

I, 
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(2) The provisions of this section will not bar any court, tribunal or other authority 
from requiring any information in proceedings before such court, tribunal or 
other authority. 

(3 ) In this section, "noticee" means a person to whom a show cause notice or 
decision order applies. 5 

402. (1 ) A decision order must -

(a) be in writing; 

(b) give the Financial Agency's reasons for the decision to take the action to 
which the order relates; 

(c) state whether the Financial Agency has depended on any materials con- 10 

tained in section 401; and 

(d) clearly state -

(i) any right to have the m?tter referred to the Tribunal which is given 
by this Act; and 

(ii) the procedure for such a reference. 15 

(2) If the decision order was preceded by a show cause notice, the c:tction to which 
the decision order relates must be the same action proposed in the show cause 
notice. 

(3) A decision order does not become effective until thirty days have elapsed from 
the date of issue of the decision order. 20 

(4) A decision order which requires a person to take certain identified actions must 
provide reasonable time to such person to perform such actions. 

403. (1) Any person who has receivep a decision order may make an application to the 
administrative law member of the board of the Financial Agency for review of 
the decision order, within fourteen days from the date of such order. 25 

(2) If the administrative law member finds that there is an apparent error in the 
decision order, the administrative law member may set aside the decision or-
der. 

404. (1) The Financial Agency must give a discontinuance notice to the concerned per-
son if it decides not to take - 30 

(a) the action proposed in a show cause notice; or 

(b) the action to which a decision order relates. 

(2) A discontinuance notice will not be given with respect to an application for an 
authorisation to carry on a financial service. 

(3) A discontinuance notice must identify the action or actions which are being 35 

discontinued. 

405. (1) The Financial Agency must not publish a show cause notice and must keep it 
confidential. 

(2) A discontinuance notice may be published by the Financial Agency if the person 
to whom such discontinuance notice requests such publication. 40 
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(2). The Financial Agency must consider the following factors while determining 
the enforcement action to be taken against a person -

(a) the nature and seriousness of the violation committed by the person, in~ 
eluding whether the violation was """ . · 

(i) deliberately carried out by the person; 
(ii) caused due to the recklessness of the person; or 
(iii) caused due to negligence on the part of the person; 

' (b) the consequences and impact Of the violation, including the extent of .... 

(i) benefit or ~nfair 'advantage gained by· the person as a result of the· . 

5, 

violation; and 10 

· (ii). loss caused, or likely to be caused, to consumers or any other per­
sons as a result of the violation;' 

(c) the conduct bf the person after the occurrence of the violation; and 

· (d) prior violations or offences committed by the person. 

(3) If the violation was due to a negligence under sub-section (2) (a) (iii) and did 15 

not cause· any substantial loss to any person, the. Financial Agency must not 
·impose any enforcement as contained in section407(1)(e). 

409. (1) The maximum monetary penalty that may be imposed by the Financial Ag~ncy 
under section 407(1) (d) will be determined in. the following manner -

(a) if the Financial Agency determines that the violation under section 407(S) · 20 

· was committed deliberately by the person, themaximum monetary penaity 
that may be imposed will be higher of -

(i) three times the amount of the loss caused, or likely to have been . 
. caused, to consumers or· any other persons as a result of the' viola-
tion; or 25 

(ii) three times the amount of the benefit or unfair advantage gained by 
the person as a result of the violation; 

(b) if the Financial Agency determines that a violation under section 407(3) 
was caused due to the recklessness of the person, the maximum monetary 
penalty that may be imposed will be higher of- 30 

(i) two times the amount ·of the loss caused, or likely to have been 
caused, to consumers or any other persons as a result of th~ viola­
tion; or 

(ii) two times the amount of the benefit or unfair advantage gained by 
the person as a result of the violation; or 35 

(c) if the Financial Agency determines that the violation under section 407(3) 
was. caused due to the negligence of the person, the maximum penalty 
that may be imposed wm be the higher of:... ' ' 

(i) one and a: half times the amount of the loss caused, er likely to have 
been caused, to consumers or any other persons as a result of the _ 40 

violation; or 
, (ii) one and.a half times the amount of the benefit or unfair advantage 

gamed by the person as a .result of the violation. 

(2) The total amount of the monetary penalty must not be more than rupees one 
crore, or any amount that the Central Government may prescribe from·time to 45 

time, if the amount of loss caused, or likely to'have been causer!, is - ·. 

(a) not substantial; or 
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(b) cannot be reasonably estimated. 

410. (1) A Financial Agency may compensate persons who have been affected by a vio­
lation, under this section, if the following conditions are met -

(a) the Joss suffered by the persons is directly attributable to the violation; 

(b) the persons who have suffered loss due to the violation can be reasonably 
identified; and 

(c) the amount recovered by the Financial Agency is sufficient to provide 
some compensation to all similarly situated persons. 

(2) If the Financial Agency decides to pay compensation under this section, it must 
10 make an notice stating the conditions a person has to meet to qualify for such 

compensation. 

(3) The Financial Agency must keep any amount collected as monetary penalties 
for this section for a period of two years. 

( 4) A person must approach the Financial Agency for compensation under this 
1s section within a period of two years from the date of the puhlication of the 

notice under sub-section (2). 

(5) After the expiry of the period of two years, the Financial Agency must transfer 
any amount kept for the purposes of this section to the Consolidated Fund of 
India. 

20 (6) This section does not prevent any aggrieved person from pursuing any other 

25 411. 

legal remedies against a person who has committed a violation, provided that 
any amount payable by a person who has committed a violation to an ag­
grieved person must be reduced by any amount the aggrieved person has re­
ceived under this section. 

A Financial Agency must transfer aU monies collected by it from the imposition of 
any penalties under section 407(1) (d), subject to any amount kept under section 
410, to the Consolidated Fund of India. 

CHAPTER SO 

COMPOUNDING ACTIONS AND NOTICE 

30 412. (1) Any person may make an application to a Financial Agency r~questing for a 
compounding action if -

(a) such person apprehends enforcement action; or 

(b) such person has received a show cause notice. 

(2) An application for a compounding action may be made at any time before a 
35 decision order concerning the same matter has been issued to the person by 

the Financial Agency. 

(3) The Financial Agency must dispose of an application for compounding action 
within ninety days from the receipt of the application. 

(4) The application for compounding action must be decided by an administrative 
40 Jaw officer. 

I ' 
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(5) If the application for compounding action is rejeeted by the Financial Agency, 
it must issue a decision order to the person making the application. . 

413. (1) If an application for a compounding action is acceptable to the Financial Agency, 
it may issue a compounding order to the person making the applicatfon. 

(2) A compoundi.Ilg order must be issued by an administrative law officer. 

(3) In a compounding order, the Financial Agency may-

(a) require the person to pay an amount towards settlement charges; 

(b) restrain the person from undertaking particWar actions; or 

(c) impose a combination of any of the actions mentioned above. 

( 4) The Financial Agency must not take any enforcement action against a person 
on an issue which constitutes a violation under section 407(3), if that issue is 
the subject matter of a compounding order. 

(5) The restriction under sub-section ( 4) .will not be applicable if the person mak­
ing the application for compounding action -

(a) withholds any material fact regarding the compounding action from the 
Financial Agency; or 

(b) misleads the Financial Agency in any other manner in connection with the 
application for compounding action. 

(6) The Financial Agency must not initiate any criminal proceedings under this Act 
on a matter in relation to which a compounding order has been issued. 

(7) If the compounding order is issued after the institution of criminal proceedings, 
the Financial Agency or the noticee must make an application to the court be­
fore which such criminal proceedings are pending, to compouP-d such offence 
in terms of the compounding order. 

(8) Before issuing a compounding order the Financial Agency must provide the 
concerned person with a s.tatement containing the conditions or requirements 
it propo~es to impose under sub-section (3). 

" 
(9) If the person rejects the conditions contained in sub-section (8), then the Fi-

nancial Agency must not issue any compounding order. · 

(1 O) Any offer made by a person in proceedings under this section will not be to the 
prejudice of the person in any other proceedings or imposition of enforcement 
actions by a Financial Agency. · 

(11) A person is presumed to have rejected the conditions contained in sub-section 
(8), if such person does not respond within fourteen days of the statement 
bein& issued. 

(12) A person who has received a compounding order has no right to approach the 
Tribunal against any content of the compounding order. 

(13) If the person with respect to whom a· compounding order has been issued, 
wilfully violates any requirements or conditions of such compounding order; 
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the person commits a ·class A offence.. 40 

(14) A compounding order under this section does not amount to the application of 
an enforcement action under this Act. 
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414. (1) Each Financial Agency must make regulations regarding the manner and pro­
cess goyerning compounding orders so as to ensure that compounding is car­
ried out in a transparent, consistent and impartial manner. 

(2) The regulations under sub-section (1) must provide for -

(a) the list of violations that cannot be compounded; 

(b) the list of violations that may be compounded; 

(c) the method of calculating any monetary penalty that may be imposed 
under a compounding order; 

(d) the considerations that the Financial Agency may take into account while 
issuing a compounding order; and 

(e) the process for malting an application for compounding action. 

CHAPTt:R 81 

OFFENCES UNDER THIS ACT 

415. (1) The punishment for -

(a) a Class A offence is a fine, or imprisonment not Jess than two years but up 
to ten years, or both; 

(b) a Class B offence is a fin.e, or imprisonment up to two years, or both; and 

(c) a Class C offence is a fine. 

(2) All offences under this Act are non-cognisable and compoundable. 

20 (3) If any act is punishable under provisions of any other law, the provisions of this 
Act will not be in derogation to such provisions. 

416. (1) No criminal proceedings for any offence under this Act against any person may 
be initiated except by an application from the Financial Agency. 

(2) Criminal proceedings for any offence under this Act must be instituted before 
25 a Court of Session. 

(3) The Central Government may make a notification designating a particular 
Court of Session or establishing a Court of Session for trying offences under 
this Act. 

(4) A Financial Agency may appoint an advocate to act as a public prosecutor for 
30 any offence committed under this Act. 

(5) A prosecutor appointed by a Financial Agency under this section will be deemed 
to be a public prosecutor under the Code of Criminal Procedure, 1973 (2 of 
1974). 

(6) The Central Government may make rules for the purpose of this section. 

35 417. (1) The following factors are to be taken into account while determining the ap­
propriate period of imprisonment and fine under for an offence -

(a) the role of the person in the commission of the offence; and 

(b) the factors contained in sections 408(2)(b), 408(2)(c) and 408(2)(d). 

Regulations 
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(2) The maximum amount of fine to be levied upon a person for an offence will be 
the higher of -

(a) three times the loss caused by the person; or 

(b) three· times the gain made by the person. 

(3) If the loss caused or the gain made by the person cannot be reasonably deter­
. mined, the maximum fine that may be imposed is rupees one crore. 

( 4) The prosecution of a person for any offeµce under this Act will not bar any 
enforcement action imposed on such persons, but any fine imposed for an 
offence may be reduced by any penalty paid to a Financial Agency for the · 
same violation. 

418. (1) If any violation under any this Act is found to have been committed by a body 
corporate, then an officer of the body corporate is liable, if -

(a) the violation is shown to have been committed with the consent or con­
. nivance of the officer; or 

(b) the violation is attributable to any wilful neglect on the part of the officer. 

(2) Any criminal proceedings or enforcement action against either the officer or 
the body corporate will not be a bar against proceedings against the other. 

(3) In this section, "officer" includes director, member of the managing committee, 
chief executive, manager, secretary; individuals in control, and persons who 
purport to be officers with knowledge.of the body corporate. 

CHAPTER82 

MISCELLANEOUS 

419. (1) A person that, in purported compliance with any requirement imposed by or 
under this Act, knowingly gives a Financial Agency material information which 

5 

10 

15 

20 

is false or misleading, is guilty of a Class A offence. 25 

(2) Sub-section (1) applies only to a requirement in relation to which no other 
provision of any Act creates an offence in connection with the giving of infor-
mation. 

420. (1) The Financial Agency must make regulations governing the process it will fol-

'. ~:. 

low in implementing provisions of this chapter. · 30 

(2) The Financial Agency must make general guidelines statirig its -

(a) interpretation of the provisions of this Chapter; and 

(b) the method it will apply in determining the enforcement action and penalty 
to be imposed. 

(3) While takinis:an enforcement action under this Act, the Financial Agency may 35 

impose a lower penalty after recording reasons for doing so. 

( 

\ " 
' 
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(3) The salary and other entitlements of the members will be the same as a Judge 
. of a High Court. · · · 

424. (1) The Presiding Officer or any member of th.e Tribunal may resign by giving a 
signed notice of resigilation to the Central Government .. 

(2) On receipt of a notice of resignation, the Cerµral Government must forward a s 
copy of such notice to the Chief Justice of India. 

(3) The Presiding Officer or· any member of the Tribunal, after providing the notice 
of resignation, will continue to hold office till the earlier of -

(a) the date the Central Government appoints a person to the post vacated by 
·such resignation; or 10 

(b) the expiry of one hundred and eighty days from the date of providing of 
the notice of resignation. 

425. (1) The Presiding Officer or any member of the Tribm)al may be removed on the 
same grounds as a member of the board of the Financial Agency under section 
40. 

(2) The procedure for removal of Presiding Officer or any member of the.Tribunal 
must be the same as a member of the board of the Financial Agency under 
section 41, provided that no Presidillg Officer or member of the Tribunal may 
be removed without consulting the Chief Justice of India. 

CHAPTER84 

FUNCTIONING 

426. (1) The Tribunal will have the sarri.e powers as are vested in a Civil Court under 
the Code of Civil Procedure, 1908 (5of1908). 

(2) Every proceeding before· the Tribunal will be deemed to be a judicial proceed­
ing within the meaning of sections 193 and 228, and for the purposes of section 
19_6 of the Indian Penal Code, 1860 (45of1860). 

(3) The Tribunal will be deemed to be a civil court for all the purposes of section 
195 and Chapter XXVI of the Code of Criminal Procedure, 1973 (2 of 1974) · 
while trying a suit, in respect of the following matters -

15 

20 

25 

(a) summoning and enforcing the attendance of any person and examining 30 

the person on oath; 

(b) requiring the discovery and production of documents; 

(c) receiving evidence on affidavits; 

(d) issuing commissions for the examination of witnesses or documents; 

(e) dismissing an application for default or deciding it ex partP; 35 · 

(j) setting aside any order of dismissal of any application for default or any 
order passed by it ex parte; 

(g) ordering the a~achment of any property; and 

(h) any other IDC:ltter which may be notified by the Central Government. 

· ( 4) The Tribunal may - . 40 
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(d) set aside any regula~ioris; . . ·.·. . ·.· ' . . .. • .. . . . . • . . . < 
~: -~- : . . ,-·_1 ---~-··' :; .•.. .. ,. ..··-~ .• ·· '. ·,.'· 

(b J modify, suspend o.r confirm any or:der, notice or direction of a Financial. 
Agency or Central G,ovemment; or . . . . . 

(c) instruct a Firianciali..\gency to issrn~ a new order,notiee or: direction; . 

(5): The Tribunal must attempt to disposeanyappeal befo~e it within a p~riod qf· ... 
: ·one hundred and eighty'. ~ays from th~'gate of receiptof any Clppeal. .... 

(6) Jf the Tribunal does not ,dispose any appeal withiri one hundred and eighty. 
days it n}ust record such)ncidence arid. publish it,with its annl!ai report, · 

(1). if a mon~tasy perialtylrnposed on any person has been finally upheld and such . PowerofTribunal 
,·p_erson falls to. deposit st,ich penalty within a reasonable tirriE:,·· the Financial to recover . · . penalties; 
·Agency rriay make an application to the Tribunal for ~t:tachment of the proper~ 
; ties of the person for recqvery·of such p~rialties. · 

.· .. ; 

. (2) . If the Tribunal is satisfied that· the person has defaulted _in pajrrnent of penalty, · 
it may Issue an order atta~hing· properties of the person. 

15 (3) tThe order. of the Tribunal attaching properties. will have the. same effect as· a 

. 20 

.. decree ofa court underthe Code of Civil Procedure, 1908 (5of1908) .. 
. . . · .. •·I .· . . . •• 

( 4) .. In this section, "property", irtdudes tangible and·intangib_le property. 

428. (1) The Presiding Officer will be re~porisible for the fun:~tfoning ~f the Tribunal .. Functions of 
·and hav~ all powers incidental to the d~scharge _of such. duties. . Presiding Officer. . 

. · (2) A person appointed as ~'.Presiding Offic_er must, in.carrying olii: the ft.inctions · 
• of that office, h'ave regard to :..... . 

·o :. • • ,_ • _ :.:··":.i .. • · • · ·,· '• : .·. 
·• (a) the peed for _the Tribµnal to be accessible; 

(b) the· need forproteed~ngs before .the Tribunal ..., . 

· (f) to be fair; ahdl 
25 . (ti)·· to be handl~d quickly and efficientlr; :. · -~ 

·(c} the rieed for members of any-bench of the Tribunal to be' experts in the> 
subject matter of, or'the law to be'appliedin,:cases in which they decide. 
matters; and . . - .. . . . . .... ,· 

30 

the. need t~ develop innovative methods of s~ttling the types of disputes,;~. . 
that maybe brought:before the Tribunal. · · · -

. : (d) 

I 

, 429. (1) The Presidii-ig Officer lllay constitute benches .composed of me~beis of the · Presiding Officer's 
· · · · · ' ·· · · . : power to constitute . · · 

35 

Tribunal.. · · . . , . . / benches . 

. (2) ·Benches maybe created at anylocatiort, orfor.any type·.of proceeding. 

' CHAPTERS5 
. . 

_ ADMINISTRATION 
··,':·J-.. 

43!0.. (1) The Tribunal will be ~upported by a registry, which will be he~ded by a regis~ ~~~:.of the 

.. trar. 

(2). Jhe registrar will be appointed· by the Central. Government in consultation with • 
tlie Presiding Officer. · · · · · · · 
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(3) The registrar will be responsible for the· following functions -

: (a) establishing an effective. and e~ficient system to support the business of 
the Tribunal; and 

.• (b) discharging administrative function~ of the· Tribunal,. including in relation 
to matters dealing with all staff of the Tribunal. 5 

(4) The registrar will be subjectto the supervision of the Presiding Officer in the 
discharge of such functions. 

Requirement of the 431. (1) The registry must develop systems and procedures to ensure functions of the 
.registry to provide 

Tribunal are provided through computerised systems that are easily accessible. computerised 
services. 

(2) The registry must develop systems to - 10 

(a) allow all parties to submit documents through electronic me.ans; 

(b) schedule hearings of the Tribunal in an.efficient manner; 

(c) provide systems for recording evidence of witl}esses communication sys-
terns; 

(d) enable parties to present their case without r.equiring their personal ap• 15 

pearance at the Tribunal, through electronic means; and 

(e) enable public viewing of proceedings, including by way of transmission of 
hearings by electronic means. 

(3) The Presiding Officer may direct the usage of electronic mear,s enabled pur-
suant to this section in proceedings wherever appropriate. 20 

Staff of the 432. (1) The Tribunal will have- staff comprising such types, categories and number of Tribunal. 
officers and other employees as may be required to assist the Tribunal in the 
effective discharge of its functions, as determined by the Centrcil Government. 

(2) If the Presiding Officer, based on the recommendation of the registrar, is of the 
opinion that more employees or different.categories of employees are required 25 

to ensure the effective functioning of the Tribunal, then the Presiding Officer 
must make a requisition to the Central Government in this regard. 

I: 
(3) The officers and other employees of the Tribunal must discharge their functions 

r )1 ~ under the general superintendence of the registrar. 
}, \ ~,:~~ 

(4) The salaries and allowal).ces and conditions of service of the officers and other 30 

employees of the Tribunal will be such as may be prescribed by the Central 
Government. 

· Finances of the 
433. (1) The registrar must prepare a report, each financial year, stating the financial Tribunal. 

requirements of operating the Tribunal. 

(2) The report must be made in· consult.ation with the Presiding Officer and the 35 

Central Government. 

(3) The registrar must forward the report to 'the Financial Authority and the Re-
serve Bank. 

(4) The Financial Authority and the Reserve Bank must provide the Tribunal with 
funds to meet the financial requirements set out iri the report in. accordance 40 

with the time schedule contained in the report. . 
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--(5}; The Triburial, must make-provision· i~its proce-diif~tniies, ta· ch~rge fee_s f~~ 
; _ \ap~eals:· , , · · , · · - - ~ . · · ·--.. ·_ ·- - _,_ 

.-.::-. 

Performance of the 
Tribunal. 

-434. •(1 ); The Presiding Officer, in \consultation,; with. the r~gisfrar,·_ must (ormulate sys" · 
. , terns to atcurately measure the functioniilg oftheTrlbunai anJ each member-

• s . ofthe"Tribunal> - , . - - - ' - • . 

· io 

__ 15. -

20 

_, 

_ ~ (2) The Presiding Officer,_ ih c611sultatioil· y\,iththe ~egi~trar, must~teate" targets fo~ · 
- -- · ·. • · · __ ·•'=perforrriagce of each 111easurefor each fin~ncial year. · · · ·· - · · -

C3) :The systefi\s and targets n1enti9ned_ihthe-preVioussiib-sectiOns mus(-'-

; Ca) promote transparency; -. _ . . 

·;' Cb) provide an accurate representation of functioning of the Tnbtlnal; 

-·' Cc) -~orisi~erthe requin~iiientS of p·ersonsappe~ririg:~efore dieTfihU.hal; • 

·- - Cd) i>t<'>vide objectiv~methoci~ <>rrhe~sur~ment where po~sibie; • -

• --~· Ce) provide Sllbjective methods ·of measureineiit where_. obj!'!Cti~¢ measure"'. ' 
--- · _)rien.~~-:·are.-nor-pqs·siQie; ~d. --~-- ... _. __ · .· , __ -_ --_ - - ·.- · ·= · --

CJ}, into~orate global best practices i~ rrieasureme~t o(functionfug. of other-
- tribun_als and Courts. [ - - -. ..- .. ·- - . - ··. - . . 

C 4) }:he Pre~idli:ig officer nitist review'the:sysi:ems ~teated uhder subcsection CJ) -. . .. 
once ev;ei:}'~three years to .'.:: . :--· ' -> < -~:''.'·. ':. ·. ~ -. -. - > : - --. : . -

. , ',. 

1 
Cal _ incorp~rate g~~bal be$t pt~ctices; 

.. Cb} up_date th~ system~ bf me~~ureme11t; and • - -

. -{cc)' inClude new metrics o{IIJ:~asure bf-pfocesses a,nct.ftm~tioi:ls ... 
. ·., 

~-~ - ~~! ~~·. - _._ . 

-' _ 435; Cl) The registry of the Tribuna(musi: publish a report yVithii1ninety day~ of the end Annual report of . 
'of eve_ry ~n(l.ncial -year.}: . - - . . . -. . . . ' .. . .· . . . .- - the Tribunah 

··c2) The report)p.ust contaiii :.._,_ 
- . ' ·.::. .; . - . .-~ 

25 · · "CaYaudited fi~imC.ial stat~meii~s of the tribunal; 

•-. . ; Cb)- the details, of ineastir~ment of tJif fllbcti~nillg of, the Tribun~f in accor~· 
· :dance\vithsection43t1-;and · ,; •.- · · - -· · _· ·._. · · · ·· · · ··· 

~cc) : the tar.gets for the foll6~ihg finandal year in accord~nce with sectl.on434: 
·- - _. - -. -. ·.·. - ·,---. ·.· ----' -- . . - .-

. • : CHAPTER S6 .·· -.-.. 

30- . JURIS~ICTION"ANDAPPEALS --

-· · 436~ (1) · The Tribunal wi_ll have juri~dicgon in the folloWing"instances -
\~ - ' ' _, .. -- - - --: i- .· ' - - . 

- . • J~risdiction ~f the. 
'jpbunal. · 

, '35-

. (a)' from any decisfon order; ; 

-Cb) from Cli-iyregul~ti6ns:dI" g~neralgµidan~~,illaccordance with sectim158;. -

· :,Vi fr~Il1 ~l'lyadjudicationJ~rderofth~ Red(ess Agencyi.uiders~ctionl14;-: 
- -- • • •• _. :- - • •• • -- • __ ., - - • - : < - ~·- • -

(d) :ftom.a'ny qecision.of_the ~Regulatqrf_o_ disqualify.an auditoror acttiary; 
under section 165(4)/ - . . . - .. ,_ ·.- . . •·-· ... ; - . .. 
- ·. . ; . -·-. - ; . , . r -~· 

(e) from apy order of the exchange_uhcier,sectiori. ~10; . 

- (j) _froin- a~y order of an exchange under ~ec£ion 212; .• _ ... 
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(g) from any compensation order under section 282; and 

(h) from any order of the senior officer under section 373. 

179 

(2) No appeal will lie against a show cause notice or compounding order issued by 
a Financial Agency. · 

' 
(3) All appeals to the Tribunal against any order of a Financial Agency must be s 

made within sixty days of the dat~ of the order. 

(4) The Tribunal may; if it is satisfied that such party was prevented by sufficient 
cause from filing the appeal within sixty days, allow an appeal to be filed within 
a further period not exceeding thirty days .. 

(5) Sub-section (3) does not apply to appeals against re~lationi= and guidance 10 

under section 58. 

(6) No civil court will have jurisdiction to entertain any suit or proceeding in re­
spect of any matter which the Tribunal is empowered by or under this Act to 
determine, and no injunction will be granted by any court, tribunal or other 
authority in respect of any action taken, or to be taken, in pursuance of any 1s 

power conferred by or under this Act or rules made hereunder. 

437. ,(1) An aggrieved party may appeal to the Supreme Court of India against the order 
of the Tribunal only on a question of law, within a period of ninety days from 
the receipt of the order of the Tribunal. 

(2) The Supreme Court may, if it is satisfied that such party was prevented by . 20 

sufficient cause from filing the appeal within ninety days, allow an appeal to 
be filed within a further period not exceeding sixty days. 

CHAPTERS? 

PROCEDURE 

438. (1) The Tribunal will not be bound by the procedure laid down in the Code of Civil 25 

Procedure,. 1908 (5 of 1908). 

(2) The Tribunal will have a procedure committee which will be :i-esponsible for 
making the rules of procedure to be followed by the Tribunal 

(3) The Tribunal, acting through the procedure committee, may evolve its own 
procedure which will be guided by the following principles -

(a) that the principles of natural justice are followed; 

(b) that the Tribunal system is accessible and fair; 

(c) . that the proceedings are handled quickly and efficiently; 

(d) that the procedure allows for conduct of proceedings by electronic means, 

30 

where possible; and 35 

(e) that rules of procedure are simple and clear. 

( 4) The Tribunal must ensure that the entire proceedings of the Tribunal are recorded 
and published. 

(5) The Presiding Officer, by recording reasons in writing, may prevent the publi-
cation of certain proceedings. 40 
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439. (1) The procedure committee of the Tribunal will comprise -

(a) the Presiding Officer; 

(b) the registrar of the Tribunal; and 

(c) three experts in the field of law, nominated by the Presiding Officer. 

(2) The procedure committee must undertake the following functions -

(a) make rules governing proceedings of the Tribunal, which will come into 
effect upon being notified by the Central Government; 

(b) make rules governing payment of fees payable for filing appeals in the Tri-
bunal, which may vary depending on the nature of the appeal preferred; 

(c) identify measures or parameters for determining the performance of the 
registry; and 

(d) any other function which may be delegated to the procedure committee. 

(3) The procedure committee will have the power to consult such persons as it 
considers appropriate in the discharge of its functions. 

(4) The procedure committee must publish, including by electronic mean~. the 
rules made by it. 

440. (1) Every order made by the Tribunal will be enforced by it in the same manner 
as if it were a decree made by a court, and it will be lawful for the Tribun.'.ll to 
send, in case of its inability to execute such order, to the court within the local 

20 limits of whose jurisdiction -

25 

30 

(a) in the case of an order ::igainst a company, the registered office of the 
company is situated; or 

(b) in the case of an order against any other person, place where the person 
concerned resides or carries on business or personally works for gain, is 
situated. 

(2) Nothing contained in sub-section (1) will affect the power of the Tribunal to 
transmit any order made by it to a civil court having local jurisdiction, and 
such civil court will execute the order as if it were a decree made by that court. 

441. Any person may appear before the Tribunal in person, or authorise one or more -

(a) of its officers; 

(b) advocate; 

(c) chartered accountant; 

(d) company secretary; or 

(e) cost accountant. 

35 442. The provisions of the Limitation Act, 1963 (36 of 1963), will, as far as may be, 
apply to an appeal made to the Tribunal. 
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443. 

444. 

PART X.V 

MISCELLANEOUS 

The members, officers, and employees of all Financial Agencies, or any other per­
son who has been delegated any function by any Financial Agency, or by the Cen­
tral Government, will be deemed, when acting or purporting to act in pursuance 
of any of the provisions of this Act, to be public servants within the meaning of 
seccion 21 of the Indian Penal Code, 1860 (45of1860). 

No suit, prosecution or other legal proceedings will lie against the Central Govern­
ment or any Financial Agency or their members, officers, employees, or delegate, 
for anything which is done, or intended to be done, in good faith done under this 
Act. 

445. (1) The provisions of this Act are in addition to, and not in derogation of, the 
provisions of any other law for the rime being in force. 

(2) Unless provided otherwise, nothing contained in this Act will affect the appli-

5 

10 

cation of any other law. 1s 

446. Nothing contained in any law or enactment in force, in relation to taxation, in­
cluding the Wealth Tax Act, 1957 (27 of 1957) and the Income Tax Act, 1961 ( 43 
of 1961), will make any Financial Agency liable to pay wealth tax, income tax, 
service tax, or any other tax or duty with respect to its wealth, income, services, 
profits or gains. 20 

447. No Financial Agency will be placed in liquidation save by order of the Central 
Government, in such manner as it may direct. 

448. (1) A person must not, either alone or with others, engage in any conduct that can 
be reasonably construed as being done for the purpose of avoiding, or abusing, 
the application of this Act, unless such conduct is justified by legitimate needs 
of a financial, economic or legal nature. 

(2) Any person who violates sub-section (1) commits a Class C offence. 

449. (1) If any difficulty arises in giving effect to the provisions of this Act, the Cen-
rral Government may, in consultation with the concerned Financial Agency, or 
Tribunal, make provisions that appear to it to be necessary for removing the 
difficulty, through a notificacion . 

(2) The Central Government must not notify any provision that is inconsistent with 
the provisions, intent or purpose of this Act. 

(3) The power of the Central Government to remove difficulties, as described in 
sub-section (1) will not extend to the removal of difficulties in the regulations, 
or bye-laws of any Financial Agency. 

(4) The Central Government's power to issue orders under this section may be 
exercised at any time prior to the expiry of three years from the commencement 
of this Act.· 

(5) The Central Government must lay every order made under this section before 
each House of Parliament. 

450. The Central Government may notify the repeal of the legislations listed in the Sixth 
Schedule, in whole or in part, from time to time, in accordance with a schedule of 
giving effect to the provbions of various Parts of this Act. 

25 

30 

35 

40 
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PART XVI 

SCHEDULES 

Schedule 1: Selection committee 

See section 30, Part III 

Selection committee 

(1) Constitution of selection committee 

Part XVI : SCHEDULES 

(a) The Central Government will maintain a list of at least ten independent 
experts from the fields of finance, law, and economics who are available 
to serve as experts of the selection committee. · 

(b) The selection committee will consist of-

(i) a chairperson of the selection committee; 
(ii) three independent experts; and 

(iii) a variable member as defined in item (e) of this Paragraph. 

(c) The chairperson of the selection committee will be -

(i) a nominee of the Chief Justice of India, for the selection of the Pre­
siding Officer and members of the Tribunal; and 

(ii) a nominee of the Central Government, in all other circumstances. 

(d) The chairperson of the selection committee must select the three inde­
pendent experts from the list maintained by the Central Government as 
members of the selection committee. 

(e) The variable member will be -

(i) a nominee of the Central Government for the selection of chairper­
son; or 

(ii) the chairperson of the Financial Agency for selection of all other 
members of the board of that Financial Agency. 

(f) The Central Government must provide the selection committee with ade­
quate resources to advertise the vacancies in the board and carry out the 
selection in an efficient manner. 

(2) Procedure to be followed by the selection committee 

(a) The selection committee must make a document stating the procedure it 
will follow for selecting persons. 

(b) The procedure must be fair, transparent and efficient. 

(c) The selection committee must widely advertise the vacan .. :y and the pro­
cedure for selecting person in the best possible way to attract attention of 
suitable candidates. 

(d) Selection committees may consider persons who have not applied after 
recording reasons for considering such persons. 

(e) The selection committee may nominate up to three persons for every va­
cancy for which it has been constituted. 

(f) The selection committee must complete its process withb one hundred 
and twenty days of being constituted. 
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Schedule 2: Procedure of meetings of the board of the Financial Agency 

See section 34, Part III 

Procedure of meetings of the board of the Financial Agency 

183 

(1) The board of a Financial Agency must meet as frequently, and at such place, as 
may be provided for by bye-laws. 5 

(2) The members may attend meetings of the board of a Financial Agency using 
mechanisms that allow members to participate in the meetings from remote 
locations without being physically present. 

(3) The quorum of a meeting of the board of a Financial Agency will be more than 
half of the number of members appointed to the board of the Financial Agency. 10 

( 4) The chairperson of a board must convene a meeting within reasonable time, if 
two or more members of the board of the Financial Agency make a request in 
writing. 

(5) If the chairperson fails to convene a meeting within thirty days of a request in 
writing, the members may convene a meeting without the chairperson. 15 

(6) Each member of the board of the Financial Agency must be given at least seven 
days notice of a meeting, unless the circumstances require the meeting to be 
convened with shorter notice. 

(7) The chairperson of the Financial Agency will chair the meetings of the board 
of the Financial Agency. 20 

(8) If the chairperson of the Financial Agency is not present at a meeting, the 
person who has served as member for the longest period of time will chair the 
meeting, unless otherwise specified. 

(9) The secretary of the board of the Financial Agency will be responsible for keep-
ing the records of every meeting of the board of the Financial .A_gency. 25 

(10) The records will be published by the Financial Agency within three weeks of 
each meeting. 

(11) Selected portions of records may not be published if such portions meet any of 
the following conditions -

(a) they relate exclusively to functions of individuals within the Financial 
Agency; 

(b) they relate to information that has been obtained from a person in confi-
dence, where such infonnation is exempt from disclosure by that person 
under the Right to Infonnation Act, 2005 (22 of 2005); 

(c) they involve discussion of a particular instance of violation of laws or 
censuring any person; 

(d) they disclose information about a particular investigation which is ongo-
ing; 

(e) they disclose techniques and procedures for investigation or inspection; 

(f) they disclose information of a commercial nature relating to a financial 
service provider which has been obtained for regulatory p1.1rposes; or 

(g) they deprive a person of a right to a fair and impartial adjudication. 

30 

35 

40 
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(12) The selected portions of records may be published with appropriate delay if 
such portions meet any of the following conditions -

(a) they are likely to lead to major instability in the financial system; 

(b) they are likely to significantly frustrate implementation of an action pro­
posed by the Financial Agency or its board, where such · action has not 
been disclosed to the public; or 

(c) they involve discussion of any particular legal proceeding before a tri­
bunal, court or arbitrator. 

(13) The publication of records relating to a particular meeting, may be delayed or 
10 prevented only if the board of the Financial Agency, in such meeting -

15 

(a) records the reason under items (11) or (12) of this Paragraph applicable 
in respect of each portion of the records; 

(b) the majority of members present at the meeting, vote in favour of such 
action for each portion of the records separately; and 

(c) the vote of each member is recorded and published in accordance with 
item (10) of this Paragraph. 

(14) Portions of records delayed for publication must be published by the Financial 
Agency within six months, or as soon as the reasons for their delay cease to be 
applicable, whichever is earlier. 

20 (15) In this section, "records" means the agenda, proposals, and ·decisions taken at 
the meeting, and includes the votes of each member of the Financial Agency. 
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Schedule 3: System-wide measures 

See section 301, Part VIII 

System-wide measures 

185 

(1) The following system-wide measures will be the subject of the decisions of the 
Council under section 301 - s 

(a) a counter-cyclical capital buffer seeking to address pro-cyclical effects in 
the financial system. 
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(ii) apply for liquidation, in accordance with the provisions under Chap-
. ter 51. · 

(c) Conseq~ent to the.determination that there is critical risk to viability ofa 
covered service provider, the Corporation may carry out any actions under 
Paragraph (4). · 
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Schedule 5: Members of the Monetary Policy Committee 

See section 333, Part X 

Members of the Monetary Policy Committee 

(1) In this Schedule, the term "member of the Monetary Policy Committee" ex-
s eludes the members appointed under section 333(2)(b) and the Reserve Bank 

Chairperson. 

(2) Every member of the Monetary Policy Committee will be appointed for a term 
of four years. 

(3) A member of the Monetary Policy Committee may resign by giving a written 
10 notice of resignation of at least six weeks duration to the Central Government, 

with a copy to the Reserve Bank Chairperson. 

(4) The terms and conditions of service of the members of the Monetary Policy 
Committee including honorarium will be provided for by the Reserve Bank by 
way of bye-laws and published. 

15 (5) The Reserve Bank Board may remove a member of the Monetary Policy Com-
mittee, if it is satisfied that such member has -

(a) been absent from the Monetary Policy Committee's meetings for more 
!han three consecutive meetings, without obtaining prior leave; 

(b) developed any interest under section 333 (7) (a) of this Act or it is discov-
20 ered that the member had failed to adequately disclose such interest prior 

to their appointment; 

(c) be~n at any time, or is, adjudged insolvent; 

(d) been convicted of an offence, where such an offence does not constitute a 
minor offence; 

25 (e) acted in a manner which amounts to abuse of position that such member 
holds or renders the member's continuance in office prejudicial to the 
objectives of the Monetary Policy Committee or the Reserve Bank; or 

(j) become physically or mentally incapable of discharging a member's du­
ties. 

30 (6) The principles of natural justice must be observed in relation to the procedure 
followed by the Reserve Bank Board, for the removal of any member of the 
Monetary Policy Committee. 
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Scheqtile 6: ftet>ea.1 ~f 9tbel' l~Wi> · 
See section 450, Part XV 

(1) The Securities Contracts (Regulation) Act, 1956(42of1956) 

(2) The Securities and Exchange Board of India Act, 1992 (i5 of 1992) 
. . 

(3) The Depositories Act, 1996 (22of1996) 

(4) The Public Debt Act, 1944 (18 of 1944) 

(5) The Government Securities Act, 7006 (38 of 2006) 

· (6} The Reserve Bank of India Act, 1934 (2of1934) 

· (7) The Insurance Act, 1938 ( 4 of 1938) 

(8) The Banking Regulation Act, 1949 (10 of 1949) 

. (9) The Forward ContractS (Regulation) Act, 1952 (74of1952) 
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(10) TheBanking Companies (Acquisition and Transfer of Undertakings) Act, 1970 
. (5or1970) . 

·5 

10 

(11) The Deposit Insurance and Credit Guarantee C~rpoi-ation Act; 1961 ( 4 7 of 15 

1961) 

(12) The Foreign Exchange Management Act, 1999 (42 ofl999)-

(13) The Insurance Regulatory and Development Authority Act, l999 (4i of 1999). 

(14) The Payment and Settlement Systems Act, 2007 (51of2007) 

(15) The Acts establishing bodies corporate involved ip the financia! sector (for ex- 20 

ample, The. State Bank of India Act, 1955 (23 of 1955) and The Life Insurance 
Corporation Act, 1956 (31of1956))'. 
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