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GOVERNMENT OF GOA 

Department of Law and·Judiciary 
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Notification 

10/2/2005-LA/445 

The Securities Laws (Amendment) Act, 2004 
(Central Act No. lof 2005), which has been 
passed by the Parliament and assented to by the 
President of India ori 6-1-2005 and published in 
the Gazette of India, Extraordinary, Part II, Section 
I, dated 7-1-2005,-is hereby published for general 
information of the pUblic. 

S. G. Maiathe, Under Secretary (Drafting). 

Panaji, 22nd February, 2005. 

THE SECURITIES LAWS (AMENDMENT) 
ACT,2004 

AN 

ACT 

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

BE ·it· enacted by Parliament in the Fifty4ifth 
Year of the Republic of India as follows:--'-

CHAPTER I .. 

Preliminary 

1. Short title andcommencement.- (1) This 
Act· may' be called the Securities ·Laws 
(Amendmerit) Act, 2004. 

(2) It shall' be deemed to have come' into force 
on the 12th day of 'October, 2004. 

CHAPTER II 

. Amendments to the Securities Contracts 
(Regulation) Act, 1956 

2. Amendment of section 2.- In section 
2 'of the Securities Contracts (Regulation) 
Act, 1956. (hereafter .in this Chapter42 01 1956. 
referred to as the principal Act),-

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

'(aa) "corporatisation" means the 
succession of a recognised stock 
exchange, being a b.ody of 
individuals or a society registered 
under the Societies Registration Act, 
1860, by another stock exchange, 21011860. 
being a company incorporated, for 
the purpose of assisting, regulating 
or controlling the business of buying, 
selling. or dealing in s.ecurities 
carried on by such individuals or 
society; 

(ab) "demutualisation" means the 
segregation of ownership and management 
from the trading rights of the members of a 
recognised stock exchange in accordance 
with a scheme approved by the Securities and 
Exchange Board pf India;'; 
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(ii) clause (ga) shall be re-lettered as clause (gb) 
thered! anilbElfore'the clause (gb) as sore-lettered, 
the following clause shall be inserted, namely:-

,. ':Xg~lf;';~herne ".;:ne:~~~ ai sche~e for 
corpor*tisation or'detiIutuaiisation <df. a 
r~c:ognised stb,ckexCl}angeWl}lChm<'l.y provide 
foil' .' i • . 

(i) the issue of shafes·fopalawfUl' 
consideration and prQvi;iol1 pftrading rights 
in lieu of membership' cards of members ofa 
recognised .stock exchange; 

(ii) the restrictions on voting rights; 

(iii) the transfer of property, business, 
assets, rights, liabilities, recognitions, 
contracts of the recognised stock exchange; 
legal proceedings by, or against, the 
recognised stock exchange, whether in the 
name of therecognised stock exchange or any 
trustee or otherwise and any permission given. 
to, or by, the recognised stock exchange; 

(Iv) the transfer of employees of a 
recognIsed"'t~ck exchange to' another 
recognised stock. excharige; 

(v) . any other matter required forthe 
purpose of, or in connection with, the' 
corporatisation or demutuiilisatioh; a~fthecase' 
may be, of the recognised stock exchartge;'; 

(iii) in clause' (h),aft,nsub-clause (ic);the 
following sub-clause shail be inserted: namely:~ 

"(id) units or any other such instrum'ent 
issuedt'? ~heinvestorsunder any mutual fund 
scheme;.";- ';~ > 

(iv) for clause(j): the following clause shall be 
substituted, namely:_ 

'(j) "stock exchange". means_ 

(a) any body of individUals, whether 
incorporated ·or hot, constituted before 
corporatisationand demutualis'ation under 
sections 4A and 4B, or 

(b) a body Corporate incorporated 
under theCo~pani'es Act, 1956 lof1956. 

whether under a scheme of 
corporatisation arid demutualisation ' 
or otherwise, 
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for the purpose of assisting, regulating or 
controlling the business of buying, selling or 
,pealing in securities;'. 

.3. Insertion cJtnew;sections~A and 4B.:-Aft~r 
se'ction 4. of the principal' Act,the f(H1owing' 
sections shall:beinserted,Ilarnely:-

'4A. Corporatisation and demutualisation of 
i stock exchanges.'--;,-On ,and from the appointed 
. date,itn'recDgnised stock exchanges (if not 
cOrporatised and demutualised before the 
appointed date) shall be corporatised and 
demutualised in accordance with the provisions 
containecUn section4B: . 

Provided that the Securities and ExchangeBoard 
of India may, if It is satisfied that any recognised 
stock exchange was prevented by sufficient cause 
from being corporatised and demutualised .on or 
after the appointed date, specify another appointed 
date in respect of that recognised stock exchange 
and such recognised stock exchange may continue 
as such before· such appointed date. 

Explanation.- For the purposes of this section, 
"appointed date" means the date which the 
Securities and Exchange Board of India may, by 
notification in the Official Gazette, appoint and 
different appointed dates may be appointed for 
different recognised stock exchanges. 

4B. Procedure foi corporatisation and 
defuutwAlisation.- (hAll recognised stock 
exchahges referted to, in section 4A shall, within 
suth time as may be specified by the Securities 
and Exchange Boardof India, submit a scheme for ' 
coiporatisation and dernutualisation for its 
approval: 

Provided that the Securities and Exchange Board 
of India, may, by notification in the Official Gazette, 
specify name of the' recognised stock exchange, 
which had already been corporatised and 
demutualised, and suchstock.exchange shall not 
be required to sUbmit ,the scheme under this 
section. 

(2) On receipt of the scheme referred to in sub­
section (1), the Securities and Exchange Board of 
India may, after making such enquiry as may be 
necessary in this behalf and obtaining such further 
information, it any, as it may,require arid if it is 
satisfied that it would be in the interest of the trade 
and also in the public interest, approve the scheme 
with or without modification. 
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(3) No 'scheme under sub-section (2) shall be 
apprOved by the <Secufitiesanq.Exchange· ~oard 
of India if the'issue of shatesfor a lawful 
consideration or provision of tnrdirig rights in lieu 
of membership card of the members of a recognised 
stock exchange Or payment of dividertds to 
members have been proposed Qut"ofany re~erves 
or assets of that stock exchar:g", .. 

. (4) Where the scheme is approved under sub­
section '(2). the scheme'·so a:ppidved Shall be . 
publishedimmedi~telybY~' '.' 

(a) the SecUriiies andExcll.angeBoard ofrildia 
in the Official Gazette;' .' . ..• ." 

(b) the reyognised stockexchahge in such 
two daily newspapers circulating in India, as 
. may be specifIed by the Securities and E;'change 
Board of India, ' . 

. and upon' such publication, nOtwitns'tanding 
anything tbthe 'contrary containe,.diii tllis Act 
or any' other; law' for the, time ,being in force or 
any agreement, award, judgment; ,decree or 
other instrument for the time being in force, the 
scheme shall have effect and be binding on all 
persons and a1'lthOritie"Sinchtdiiig all.members, 
creditors," de"pbsitois"'a:nd" employees of the 
recognised stock' el<:change 'and on allpers'ons 
having any contract, right, power, obligation or 
liability with;'against,oiier; to,.oi'in' cofuiection 
with, 'the recognised stockexcl1angeor its 
members. ' 

'(5) Where'the Securities and EXGhange Board 
of India is satisfied that it would', not' be 'in' the " 
interest of the trade and also in the public interest 
to apprOve the scheme under 'sub-section (2), it ---- - - - ,- - - - ' may, ,by an,()~der, reject the scheme and such order 
of rejection shall be published byit in the Official. 
Gazette: 

PrOvided that the Securities and Exchange Board 
of India shall .. give a reasonable opportunity of 
being heard to !Ill the persons concerned and'the 
recognised stock exchange' concerned before 
passing an order rejecting the scheme. 

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

, (a) the voting rights of the shareholders who 
are also stock brokers of the recognIsed'stock 
exchange; 

(b) the~ightofshan3holders or a stock bioker of 
therecogriised stOc'k exc'hange 'toapp~int'the ' 
represelltativ'eson the governing board ,of the 
stock el<:cllange; ,"" , " 

.-,., 

(d)themaxirhlim number ofrepresEmtatiiiesClf' 
thElstock brokers ofthe,recognised stockex9hange ' 
to. be appointed on the' governing bbard of the 
recognised sti:lckexchange, which shall not 
exceed one' fourth of the total stfertgth of the 
gcivernirig boatd. 

(7) The order made under sub-section 
(6) sh~ll be published in the ()ff'icial 
Gazette and on the publication thereof,"the 
order shall, 'notWithstanding-anYthing 'to 
the contrary coritained in the Companies' 
Act, 1956: o{ any either law foHhe time 1 of 1956. 
being in force, have full&rf",ct. " '" 

(8) Every recognised stock exchange, in respect 
of which the scheme for corporatisation or 
demutualisationhas been approved ,under sub­
section (2), shall, either; by. fresh issue of equity 
shares to the public or in any other rnanner as may 
be specified by the regulatio'ns made 'by .the 
Securities and Exchange Board of India:, ensure 
that at least fifty-one per cent. of its equity share 
capital ishEild: within twelve months from the. date 
of publication ofthe'ordElr u'nd&rsub~se6tjorl (7), 
by the public other than shareholders having 
tra:ding rights: 

Provided that the Securities and Exchange Board . 
or-India 'may; on Bufficientcause' being' shown to 
it and.in thepublic-,interest, ,extend the said period 
by another twelve months.'. 

'I. ,Amendment of section' 5.- Section,5 of the 
principal Act shall be numbered as sub"section (1) , 
thereof and ,after sub,section (1) as so numbered, 
the following, sub-section shall be inserted, 
namely:..,.... 

"(2) Where the recognised stock excha,{ge 
has not been corpoHltised or demutualised orit 
fails to submit the scheme referred to in sub­
section (1) of section4B within the specified time 
therefor or the scheme has been rejected by the' 
Securities and Exchange Board' of India under 
sub-section (5) of section 4B, the recognition 
granted to such stock exchaqge uqder sectjJ>n. 
4, shall, notwithstanding anything to' the 
contrary contained in, this Act, stand withdrawn 
ahd' the Central Government shall publish, by 
notification in the Official Gazette, s).lch 
withdrawal of recognition: 
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Provided that no such withdrawal shall affect 
the v'~lidity bf~riybonwictEmi:efed i;'i;() 9im,ade ... 
before 't1ie dite of the' notification;and'the 
Securihesarta. ExcharigeBoard .of Indiafua:y: after 
consultation with the stock exchange,' make such' 
provisiolls as it deemS fit in the ord",r rej",cting the 
scheme publishEid in theOffici~l G""etteimcier 
sub~section(5:) of~ei::tion 4B.", , . '., , . . .. . . 

. 5. Insertion 'of new se.ction 8A.~After SElctibn'8;" 
of the' principal Act, the following §e9tion:~h?lIb.~ .. 
inserted, namely:-,-' . . . .. 

"8A. Cl~aring corpoi:atj6I1.~(1) A 
recognised st'ock exchallgemay, with ," 
the prior approvaloftheSecmities and 
Exchange Board of India,tr~nsfer, the' 
duties and functions of a clearing ·house.; 
to a cleaiing corporation, being a" 
company incorpot'ated'under th~' 
Companies Act,1956, for the purpose 1 of 1956, 

of-'--

(a) the peiibdiCal settlement of contraCts· 
'arid differences.theteundin; 

(b) the deliyery.of, and payment for, 

, , 

(2)Every clearing corporation'shal], for)\1e . 
purpose of transfer of the duties and functions Of a ., 

, clearing, house to a clearing c0.Iporatibn.referred 
to ,in sub-section (1), make bye-laws andsubmif' 
the same to.the Securities arid Exchange Board of 
India for its approval. '", 

(:n.,The Securities arid Exchange Boirrd' of India 
may, on' beill9 satisfied that it is in the interest of 
. the trade arid a.lso in the public interest to transfer 
the duties andfunctionsofa clearing hou.se to a' 
clearing corporation, grant approval to theby'e- . 
laws submitted to it under sub-section (2) and 
approve the trarisferofthe duties and functions .of 
a clearinghtmse to a clearing c()Iporation refen:ed 
to in8ub-section (1).' , ,.' . 

'(4) The'piovisions of sections 4, 5, 6, 7, 8; 9,10: 
11 and i2'shall,as far as may be, apply to a clearing 
corporation n~ferred to in' sub-section (1) as they 
apply in relation to a recognised stock exchange, " . 

6, In;ertion 'of neW sectIon 12A.- After 
section 120fthe 'principal Act,' the fonowing 
section shall be inserted, namely:-, 

L- ~ 
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.. "12A. Power toissuedirections,~ If,. after 
?,taking or causin,g to be made aiiinquiry'~lle . 
Securities 'and 'Exchange Board of India is 

's,atisfiecl th~tit is necessa,ry- . . ." 

',,(ajin tli'e. inte~~stofinv~stors, ororderly . 
d.ev~loprIleJ;lt .of secWiiies market; 

or 
(b) to prevent the affairs of any recognised 

.stock E>xchan!;fe .orclearing corporaticm,. or 
',' such other' agency or person, providing 

tracting()r CIearingClI sE>ttlement, facility in 
respect of securities, being conducted ~ ina 
manner detrimental to the interests of 
inv~stors or securities market; or 

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

. it ~~y issue such directions,- ... 

(i) to any stock,exchange or clearing 
corporation Or agency or. person referred 
to in slause (b) or any person or clagsof 
persons associated with the securities 
market; . or· 

,(ii)to any (:ompanywhose securities are 
listed. o.rproPQsed.tobe listed in, a 
recognised stocls>exchange;· 

as may.beappropriate in the interests. of 
i,nvestor,s in sec,urJties •.. and th.e. securities 
market." .. 

7 . .Amendment of section ·13,." .. dn section 13 of 
thE>. principa].l).ct;-, 

(a) fpr tht;) words. "between members of a 
recognised stock exchange" " the words 
"between members . of a' recognised· stock 
exchange or recognised stock exchanges"shall 
be substituted; 

(b) for·thewords"State or area" wherever 
they occur, the words "Sta.te or States or area" 
sha.1l be stJbstituted; 

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

"Provided that any contract entered into 
between members of two or more recognised 
stock. excl;1anges in such . State or States or 
area, sh~li-
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. <.(i) be subject to su~ht!lrmsand conditions 
. as;maYI:iestipJ.llated by the.respeciiV:e~i:ock 
eXC:hanges. with prior approval. ofSecuritles 
a~d Exchange Board . of India;' . .• .' 

(ii) require priorperrnission ,from the 
n3spectivestockexchqnges if so stiphlated by 
the stock' exchallges with' prim. approval of 
Securities, and Exchange Bmrrdof India:" .. " 

..~.J~~eJ1ion9f new se;tioll21A:-;:After~~ction 
21 .of the, principal Act, the. following section shall 
be insertlOd, ~am~ly:- c .. .... '. . ' . 

"21. A. [)elistingoi securiti~s.;-, (1) A 
recognised stock exchange may delist the 
securities, after recording the reasons th~ref6r, 

. from.any.recognised stock"exchange'on any of 
the.ground or grounds. as may ,be. prescribed 

• under this Act: 

Provided.that the securities of a company shall 
:not be delisted,uniess the company concerned has 
been given'areasonable .opportunityof 'being 
heard .. 

(2) A listed company or an aggrieved investor 
may file an. appeal before tlieseci.uiW~sAppeliate 

'Tiibur1al against the decision of the tecognised 
stock'exbhange deli sting the securities within 
fifteen days from the date of the decision of the 
recog'nlsedstclckexcI{ange delistirig the securities 

· and the provisions of sections 22B'to 22E of this 
· Act, shall applj,'as far as' maybe; to such appeals: 

...... pi6vided that the SeciiritiesAppeliate Tribuhal 
may', if it . i's' satisfied 1:h"t' thecomp"ily.was 
prevented by sufficient cause from filing the appeal 
within the saldperiod, anow itto be filed Wii:hiri a 
· furf1ler period hot exceeding one month .... 

, '~,.:, . 

9. Substitution 'of new section for section 22F:­
For section ·22F·of theprihCipal Act, the following 
seetion shall'besubstituted, naihely:.c...,· . 

'''22KAppeal to Supreme Court.-Ariy.person 
aggrieved by any decision or erde'r of the 
Securitie~Appeliate Tribunalmay file an appeal 
to the Supreme CoiIrtwitPin sixty days from the 
date of 'commUhicatiohof the decisioh'or order 
of the Securities Appellate Tribunal to him on 
any. question of low arising out of such order: 

. P~o~ided thatthe SupremeCouhmay',ifit is 
satisfied that the appeUant wasprevEmted by 
sufficient cause from filing the a.p~eai Within the 

. . . 
gig p~riod, allow it to be filed.1iVithin a further 
perjod,not ~xceedin9,siXty~"ys::i: . 

10. Amendment of ~ectiori23.- In sedon 23 of 
theprincipalAct,-

(a) insub-sectioll (1); after6Iimse (l), foi the 
. words "shaii, on Convictiori:l:ie punishablewith 
. imprisonment for. a term ""hich may e~end to 

brie year, or w£th fi.'· ne~r with both", 'the wbrds 
\'sJi.ali, without prejudice to any award of penaltY 
by 'the Adjudicating' Officer und~r thlsAct, .on 

.' corivi6tion, be punishable' with imprisonment ror 
a term which may eXtend to ten years or with 
fine, 1!IThich may extend .to twenty-five crore 
iupeesoi with both" shall be substituted; 
.,', ". ,'::, -, - " -, -, .-' " , 

(b) insl.lb;sectlon (2),-' 

(i)foIthe word' and figures "section 21." the 
.. words,figures ,and letter "sectioh 21 cir section 
,21~' shanb~substituted; ',. . 

(ii) fOI the words" shail, on conviction, be 
pun\shable with.finewhich may extend to one 
thousand rupees", the Words "shall, .Without 
prejudice to any award of penalty by the 
Adjud1cating Officer under this Act, on 
conviction, be punishable with imprisonnieht ror 
a termVlihich may extend to ten year" or with 
fine, which may extend to twenty-five crore 
rupees, or with both:' shall be substituted: 

'-.'-. .' . , 

11. Insertiollol new sections 23...0. to,23-0.~ After 
. section 23 of the principal Act, the following 
sectionssh.all beinseited, namely:- .. 

"23A. Penalty for faiIllreto furnish 
informa'tiori, return, etc.- Any' person, whois 
required under this Act or any rules rriade 
thereunder,-

(a) to furnish any information, docllrnent, 
pooks, returns or report to. a recognised stock 
exchange;'fciils to furnish the same within the 

.' time specif,led therefor in. the listing agreement 
or conditions or bye-laws of the recognised 
stock exchange, shall be liable to a penalty of 

. one Jcikhrupees' for each day during' whIch 
such failure continues or one crore rupees, 
whichever is l~ss. fpr each sl1.ch fallure; 

(b) to lIlaintain bpoksoi~~c~Unt or records, 
as per the listing agreement or conditions, or 
.bye-l~ws of a reco9'l:llsedstock exchange, fails 
to maintain the same,sria:!l be liable toa , - . -, -< ' .. - '" ,- . 
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.. ' penalty of one lakh rupees for eachda)i dtiriIlg 
. which such failure continues or Ohecrore 
. rupees, whichever .is less. 

23B. Penalty for failure by any persoll to enter 
intq an agreement with clients.- If allY person, 
who is required under this Act 6ranybye-laws of 
a reco(;frlised stock exchange niade the~eunder, to 
entedilto all a~eement with his client, fails to enter 
int~ such. an . a~!eement,.he. ~han be li~bleto a 
pen,uty of one lakhrupees fot each day during 
which sllch failure contiriues or orie crore rupees, 
whi6hever islessfor every such failure. 

23C. Penaltyfor failuretoredress investor's 
grievances.- If any stock broker 6r sUb-broker or 
a company whose securities are listed or proposed 
to be listed in a recognised stock exchange,after 
having been called upon by the Securities and 

. Exchimge Board of India or a' recognised stock 
exchange in Writinci, toreCiress the grievances of 
the investors, fails to redress'such gdevances 
within the time stipulated by the Securities and 
Exchange Board of India or a recognised stock 
exchang~, he or it shall be liable to a penalty of 
one lakhrupees'for each day during which such 

,iailurecontinues or orie crore rupees, whichever 
is less." .. 

.' 2;3D. Penaltyfor failure' to segregate' 
securities or moheys of client or cllents.'- . 
If any person, who is registered under 
section 12 of the Securities and Exchange 
Board of India Act, 1992 as a stock broker 150f1992. 

or sUb-broker. fails to segregate seCurities 
or moneys df the client or clierits or 'uses 
the securities .or moneys of a client or 
client~ Jor self or for any' other client, he 
shall be liable 'toa penalty not exceeding' 
one crore rupees. 

23E.. Penalty for failure to comply with listing 
conditiolls rirdelisting conditions or grounds.- If 
a cOmpany oi any' {Jersoll mimaging collective 
investllleritschenie or mutual fulld. fails to cOmply 
with tht:) listing conditions .cit dellsting conditions 
or grounds or commits a breach thereof, it or he 
.shall be liable to a pellalty nOt exceeding twenty-
-five crciterupees. . . " .. ." 

23F. PehaltYforexcess dematerlaldatioil or 
delivery of unlisted securities.- If any issuer 
dertlateriaIises securities' more' than the issued 
securitiescif a company or. delivers .in the stock 
exchanges the ~ecurities' which are riot listed in 
the' recognised st06k exchange" or delivers 
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-sedUritles' WherenO;tra.dmg pemiission has been 
given by the Iecdgrusedstockexcb.ange, he shall 
be liiIDle'to" a penalty not exceeding tWenty-five 
crore rupees. 

. 23G. Penalty for failure to furnish periodical 
retUrns, etc:~ If a recognised stockexcharige fails 
or neglects to furnish periodical.returns to the 
Securities and Exchange Board of Iridia or fails or 
lleglects tomake or am~nd its rulesorbye-laws 

. as drrected by the Securities arid Exchange Board 
ofIndia 'ortails to' comply withdireetions issued 
by the Securities and Excharige Board of India, 
such recognised stock exchange shall be liable to 
a penalty which may extend to twenty-five crore 
rupees. 

23H. .Penalty_ fOT contravention where no 
separate penalty has been provided.-, Whoe:ver 
fails to comply with any provision of this Act, the 
rules or articles or bye-laws or the regulations of 
the recognised. stock exchange or dire.ctions.issued 
by· the Securities and Exchange. Board of India for 
.which no separate ·penalty has been provided, 
shall be liable to a penalty which may extend to 
one crore rupees. 

23~I. Power.to adjudicate.-:- (1) For thep)lIpose 
of adjudging under sections 23A. 23B, 23C. 23D, 
23E.23F" 23G. and 23H. the Securities and 
Exchange Eoard of India shall appoint any officer 
not below the rank of ,a Division .Chief of the 
Securities. and. Exchange Board of India to be an 
adjudicating officer for holding an inquiry in the 
prescribed manner after giving any person 
concerne<;ia reasonable opportunity of be.ing 
heard .for the pmpose. of imposjng any penalty. 

(2) While.li.~lding an inquiry, the adjudicat~g 
officer shall have power to summon and enforce 
the attendance Of anypetson acquainted with the 
facts and circumstances of the case ,to give 
evidence or toprqduce any document, .wl:lich in 
the opinion of the adjudiciiting officer, may be 
useful for or relevant to the sUbject-matter of the 
inquiry and if. on such inquiry, he is satisfied that 
the person has failed to comply with the provisions 
of any of the sections specmedin sUb-sectirin(l), 
he may impose such penalty as. he thinks fit in 
accordance. with the provisions of any of those 
sectiops. 

23J. Factors to be. taken into account by 
adjudicating officer.- While adjudging the 
quantum of penalty under section 23-1; the 
adjudicating officer' shall have due regard to the 
folloWing factors, namely:- . 
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·(a) the amount of disproportionate gain or 
unfair advantage, Wherever quantifiable, made 
as' a result of ilie"default; 

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

(c) the repetitive nature·oithe default .. 

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

23L. Appeal to Securities Appellate Tribunal.­
(1) Anypersonaggrieved,by the order or decision 
of the recognised stock exchange or the 
adjudicating officer or 'any order made by the' 
Securities and Exchange Board of India under 
section 4B, may prefer an appeal before the 
Securities App~llateTribunal and the provisions 
of sections 22B, 22C,22D and 22E oitrus Act, shall 
apply, as far as may be; to such appeals .. 

(2) Every appeal under sub-section (1) sh8JJ.be 
filed within a period offorty-five days from the date 
on which a copy of the order or decision is received 
by the appellant and it shall be in such form and 
be accomparued by such fee as may be prescribed: .. 

, Provided that the Securities Appellate Tribuhal 
may entertam an appeal atter the expiry oIthe said 
.period Offorty-five:days iHtis satisfied that there 
was sufficient· cause for· not filing it within that 
period. 

. (3) On receipt of an appeal under sub'section 
(1), tllst Securities Appellate Tribunal may,after 
giving the patties to the appeal, an opportunity of 
being heard, pass such orders thereon as it thinks 
fit, confirrning;modifying or setting aside the order 
appealed against. 

(4) The Sequrities Appellate Tribunal shall send 
a copy of eve~yordermade by it to the parties:to 
thE! appeal and to the concerned .adjudicating 
officer. 

(5) The appeal filed before the Se'curfties 
Appellate Tribunal under sub-section U)sh8JJ.be 
dealt with by it as. expeditiously as possible and 
~ndea:vout shail be made by 'it to "dispose of the 
appeal finally within six months frbmthe"dateof 
receipt of the appeal. 

23M; Offences.- (1) Without prejudice to Emy 
award of penalty by the adjudicating officer under 

this Act; if any person contravenes or attempts to 
contravene or abets the contravention or the. 
provisions of this Act or of any rules, or regulations 
or bye,Iawsmade thereunder, for which no 
punishment is provided :elsewherein this Act,' he 
shall be punishable with imprisorunentfor a term 
whichmay,extend to ten years, or with;fine,. which 
may extend.totwenty,five crore'rupeeS or:with 
both, 

(2) IfanypersonJails to pay the penalty imposed 
by the adjudicating officer or fails to comply with 

. any of his directions; or orders, 'h~ shall :be 
punishable, with imprisonment for a term which 
shall not be less than one month but which may 
extend to ten years;orW'ithfine, which may extend 
to twenty-fivecrore rupees, or with both. 

23N. Composition of certain offences.­
Notwithstanding anything contained in 
the Gode,ofCrirninal'Procedure; 1973; any 2of1974, 

offence punishable under this Act, not 
being an, offence punishable with 
iinprisonment only, or with imprisonment 
and also with fine, may either beiore or . 
after the institution of any proceeding , be 
compounded by a Securities Appellate 
Tribunal or a court before' which such ' 
proceedings are pending. 

23-0. Power to grant immunity,c- (1) The Central 
Government may, on recommendation by the 
Securities' and Exchange Boar"d of India, if the 
Central Goverrunent is satisfied, that any person, 
who is alleged to have violated any of the . - . , 
provisions of this Actor the rules or the'regulations 
made thereunder,has made a full and hue . . . . 
disclosure in respect of alleged viola.tion,grant to 
such person, subject to such conditions .asit may 
think fit to impose, immunity from prosecution for 
any offence ullderthis. Act, or therules.orthe 
regulations made thereunder or also from the 
imposition ·of any penalty under this Act with 
respect to the. alleged violation: . 

. . Provided that no such immunity shall be granted 
by the Central.Government .incases where the 
proceedings for the prosecution for any such 
offence have been instituted ,before ,the .d.ate of 
receipt of application for grant of suqh immunity: 

Provided further, that the recommendation of the 
Securities and Exchange Board of India ·underthis 
sub"sectionsh8JJ. not be binding upon the Central 
Government.' 

~1IIIlIIIIIII1IIIlIIIIIII1IIIlIIIIIII1IIIlIIIIIII"""'''''''''''''''''''''-------~-------------'--- ._-~"i.,.,", ___ ._.~ ------
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(2) Andmmunity granted to a person under sub­
section (ll may;, at any time, be withdrawn by the 
Central .Government;i! it is satisfied that such 
persorihad, in the'course of the.proceedings, not 
complied' with the·condition.on. which ,.the 
immunitywas granted or had given false evidence, 
and· thereupon such person may be. tri.ed for the 
offence. with respect tciwhich the immunity was 
granted or for any other offence of which he 
appears to have been guilty in connection with 
thecontrav.entiqn ,and shall alsobe.come·liable· to 
the imposition oiany penalty . under ,this Act to 
which such person would have'been liable, had 
not such immunity been granted." . 

,-. " 
12. Amendment of section 25 . .",:. In section 25 of 

the principal. Act, the words, brackets . and figure 
"sub-section (1) of shall be omitted. 

13. Substitution.of new. section for section 26,,.-'­
For section 26.'ofthe principal Act, the following 
section shall be substituted, namety:-. : 

"26. Cognizance of offences by courts.- (1) 
No court shall·takecognizance of any offence 
punishable .underthis Act or any rules' .or 
regulationsor.bye-laws,·macie thereunder, save 
on a complaint made by the Central Government 
or State Government or the .Securities and 
Exchange Board of mdia or a recognised stock 

, exchange or by any persori. 
. " 

.(2) No court inferior to,~hat ,of a Co,:,rt ,9f~ession 
shall try any offence punishable' under this Act.:'. 

'..' '." : :' '. < ' ,- - .: ... "'," -: ;-.'. '-,'- - . 

14. Insertion 'of new section 27B.-':'After section 
27Aof th~ principalAct,th~ fOllowingsechon'shall 
I:>einseried,rlamely:- . ... . . 

. -- --.. '~-,,-,' -'., - , ,,--' 

. "27B:'Rtght·to receive income from mutual 
fund . .....:.. (1) 'It 'shall he lil:wful for the holder' of 
ariy securitles; being tini.ts crOther instnnnents 

.. issued by anirilUtual filhd,whose mune appears 
on the'boilk's of the mutual. fund issuingthe said 
security to receivea.nd reta.in·any income-in 
respect of units or other instruments issued 'by 

, the mutual ,fund declared by the mutual' fund in 
'respect thereof tor any year, notwithstanding 
that the said . secutity; being units. or other 
instruments issued by'themutual.fund,has 

,already.b.een transferred by ..... him .• ,'far 
consideration, unless the transferee who claims 

. . the . income· in .respect of .·units' or·· other 
instruments issuedhy the·mutualfund from'the 
tr;msferpr.):las lodged the. security and, all 9th",! 
documents relating to the transfer which. ,1llaY 
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, b",.required by the mutual fundwith.the mutual 
fund far, b",ing registered in hjs p.ame. within 
fifteen days of the date on whichth",.incQmain 
respect of units or other instruments issued by 
themutllal.fund became due., 

Explanation.- The period specified in this 
section' shall be extended.,.-

. .(i) in cas,e. of death. of the. transfer",e '. by .the 
. ,actual.,periodtaken by bis ~egalrepresentativ", . 
, "to establish his.claimto the income in,respectof 

units or other instrument issued by the mutual 
fund; 

(n) in.ca,se oflossof thetransfer deed by theft 
or any ot-her cause beyond the control of 
transferee, by the actual period taken for the 
replacement thereof; and. 

(iii) incase of. deJay .inth", lodging of any 
security, being units or other instrum",nts .issued 
by the mutual fund, and other documents 
relating to the transfer due to causes connected 

· with .the post, by tll.e actual PSlriod of the delay. 

(2) Nothing contained.in sub-section(l) shall 
affect-. 

(a) the right ofamu~ual fund topay any income 
. . from units or, other instruments issl,led by. the 

mutual fund which,ha,s becoIl,le due to any 
. person, whose. name is .foro the time' being 
'registered· in, the books of the· mutual fund as 

the holder of the security being units or. other 
instruments issued by'the mutual fund in respect 
of which the, income inr",speCt of units or other 
instruments issued by the .mutual fund has 
become due; or, 

(b) the right oia transferee of any security, 
being units or other instruments issued by the 
mutual fund, to enforce against the transferor 
or any other person, his rights, if any, in relation 

'. to the'hansfer' in any cas",wherethe mutmll 
fund has refused to register the transfer of the 
security being units or other instruments issued 
by. the mutual fund in the. name of the 
transferee. " , . 

· j5.Am~ndm"'ni: ofsectlofl 30 . ..,,- Ins.ection 30 of 
t)1eprincipal Act,- . 

(a) in sub-section (2), for clause (ha), 
the follow,ing c~auses shall be: substituted, 
· namely:,.- , 



OFFICIAL GAZETTE. ~ GOVT. OF GOA 31 
15TH APRIL; 2005' SERIES FNo, 2 

,"(ba} the grounds on which the securities' 
of a company ,may.be. del.isted. from· any. 
recognised stock exchange under sub-section 
(1) of section 21A; 

(bb) theforrn·in which an appeal may he 
. filed before the Securities .Appellate Tribunal 
under sUb-section ,(2) of section 21 A and the 
fees payable in' respect of such appeal; . 

(bc) the ,formAn which an appeal may be . 
filed before·the·Securities Appellate·Tribunal. 
under section 22A and.the fees payable in 
respect of such appeal; 

(bd) the:manner of inquiry. under sub­
section (1) of section 23cI; 

(be.) the.formin.whichan appeal may be 
filed before the ·Securities;Appellate,Tribl.mal­
under section 23L and_th.e fees paYable.in 
respecto{;such appeal;";: .• , ._-

(b) for subcsection(3};,the following sub­
-section shall be substituted, namely:-"': 

'--Sf' 

"(3) Every'rule made under this Ac.tshall·_ 
belaid,_ as soon as may:beatterjtis.made •. 
before each House of Parliament,. while it i:;; 
in session, for a total period of thil'tydays 

.. ·.,.whlch may bepompri:;;ed,in one session orin 
two or more Successive sessions, and if; before,'.: 
the.'exphyof·. the session Cimmediately 

. following the .session or .the,sucp_essiv_e 
., sess·ions aforesaid, .both Houses·'.agl'eejn 

making "nymodification in the .. rule,'ot ·both 
. Houses .agree that the' rule, should not .be . 
made, the rule shall thereafter have effect only 

. -,-.. in such modified form or be of no effect, a~ the 
case; may be; so, however, that any such 
modification or annulment 'shall' be' without· 
prejudice to the v1ilidity of anything prevlously . 
donEi under thai nile.". ". . . . 

16. Insertion Of new~eci;ion31~-'-Atiei:section 
30 of the priricipai Act, the folloVlTing section shall 
be inserted namely:-

"31: Power .Qf Securities and. 
Excbange Board cifIn.dia to make 

. regu1ations.~ (1) Without prejudice to·, 

. the provisions ,contained in, section 3P. 
of the Securities and Exchange Board 
of India Act, 1992, the Sec)1ritiesand15911992. 

, Exchange ,Board. of India may, by, 
notification in thE) Official Ga",ette, make 

-regulations ,consistent. ,With the' 
,provisions of. this .. Act ·anq",the rules 

···mad.e thereunder to cauyout the -', 
purposes·of this Act. 

-(2) In particular" and without prejudice to the 
generality,otthe foregoing power, such regulations 
may provide for the·manner in which!l.t least fifty­

'one per'cent. of equity share capital of a recognised 
stock exchange is held within twelve months 
from ,t1:1e date .of publicati.on of the order under 
sub-section,(7) of· section 4Bby the public_other 
than the shareholders having trading,Iights under 
sub-section (8) ofth!l.tsection., 

(3) Every regulation made under this Act shall 
be laid, as soon 'as may be after it is made;before 
each House of Parliament,whileit isoin session for. 
a total period of thirty days which may be 

, comprised in one session, or· in two or more 
successiveses:;;ions, and, it,. before the expiry of 
the session. ,immediatElly following, thEl. ses.sionor 
the successive sess.ions aforesaid,both'Hou~es 
agree in making any modification in the regulation 
or both Houses agree that ·theregulatioIl.should 
not be macle;the regulatiOn,s1:1allthereafter haye 
effect only in such modified form or, be of ,no ,effect, 
as the case m!l.ybe;.so,howElver, that any s-',loh 
modification or, annulment shall be .with9ut. 
prejudice .to.· th.e yalidity of anything ,previo,usly . 
done under that regulation,':. 

17. Insertion of new i;'ctions19A, 19B, 
19C 19D'19E 19F.'·19·G 19H. 19-T"d .. I I, I _, I 1 an, 
19J.- After sedior;, 19 ofthe Depositories 
Act, 1996(hereat~er in this Chapter 22011996 .. 
referred'to as the principal Act), the 
following secti~~s. shall be inserted, 
namely:- . 

"19 A. Pellalty :for failure to furnish 
information, return, etc.- Any person, who is 
requires:! under this Act or any' rulesal" 
'regulations or Dye~laVl1s made thereundei,~ 

(a) to furnish any information, document, 
.. _ books, returns ,or reportto the ,Board, fails to 

furnish the .s~me within the, time ,specified 
therefor, he shall be liable to a penalty of one 
lakh rupees for each day during which such 

. failure cQntinues or onEl. crore rupeEls, 
whichever is less for each such;failure;· 
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(b)"iO file any return or ·furnish any 
information/bookS or"otherdocuments within 
the time speCified therefor in the regulations 
or bye-laws, fails to fileretum or· furnish the 
same within the time' speCified therefor, he 
shall be liable toa penalty of one lakh rupees 
fOT' each day during which'such failure 
continues or one crore rupees, whichever is 
less; 

(cYtbmaintain bOoksofaccOuht"or records, 
fails to maintain the same, he snail be liable . 

'. to a penalty ofone·lakh rupees for each day 
during which such failure· continues or one 
crore rupees, whichever is less. 

·19B. Penalty[or failure to enter into an' 
agreement.- If a depository or participant 
or any·issuer or its agent'or any person, 
whoisregistered··as an intermediary 
under the provisions of section 12 of the 
Securities' and Exchange Board of"lndia . 
Act, 1992, and is required under, this Act 15 611992 .. 

or any' rules or regulations made' 
thereunder,to enter into an agreement, . 
fails to enter4nto 'such' agreement .. 'such·· 
depository"orpatticipant Orissuercor its 
agent or'intermediary shall be liable to a 
penalty 'of One lakh rnpeesforeach da.y·· .. 
during wl;lich·such'failure' continues .or 
ope crore rupees, whichever .iso·less·for 
every such failure. 

19C. PenaltyJ?r, failure to redress 
investors' grievanc.is . .:.... If any depositOry 
or participant or anyissuer orits agent 
or any pers~n, who is registered as an .. 
intermedia~y:uhder the provi~ions' of 
s",ctiolt,,12 of. tl;leS"~~Uritiesar,td Ex~hange 
Board ofInaia.,act, 1992, after havirig been 15011992.' 

called upori by the Board in writing, to . 
redress the grievances of the investOrs, 
fails to redress such grievances within 
the time specified by the Board, such 
depository or participant 'orissuer or its 
agents or intermediary shall be liable to 
a penalty of one lakh rupees for each day 
during which 'such failure c'ontinues or' 
one crore rupees, whichever is less. 

19D. Penalty for delay'indemateria­
lisation of issue of certificate of 
securities.~ If'any"issuer or its agent or· 
anyperson,who Is regisieredas ari 
intermediary under" the provisions of 
section 12 ofthe Securities and Exchahge 
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Board··of India Act, 1992" fails to 15011992. 

dematerialise or issue the certificate of 
securitiesbn opting "out "of a depository,"· 
by the investors, within the time specified. 
under this Act or regulations or bye-laws 
made thereunder or abets in delaying the' 
proceSs of dematerialisation orissue the 
ce.rtificate of securities oriopting out 'of a 
depositoryof'securities, such issuer or its 
agent or intermediary shall be liable to a 
penalty' of one lakh rupees for each day' 
during which such failure continue,? or 
one crorerupees, whichever is less. 

19E. Penalty for failure to reconcile 
records.- If a depository or. participant 
or any issuer or its agent or any 'person, . 
who is registered as an intermediary 

. under the prOVisions of section .. 12 of the 
Securities and Exchange Board. of India: 
Act,1992, fails to reconcile the records of 15011992. 

dematerialised securities 'with all the· 
securities issued by the issuer as specified 
in the 'regulations, such depository or 
participant 'or issuer or ·its agent or 
intermediary shall be liable to a penalty 
of one -'lakh rupees . for each day during . 
which such·faill.lrecontinues·or one crore . 
rupeesiwhichever is less: 

. 19F.'Penalty for.failure to comply with directions 
issued· by Board under section 19 of the Act.- If 
any 'person fails to' comply with the directions 
issued ·by'the Board' under section 19,withiri the 
time,'specified by.it, he· shall be liable to a penalty 
of one lakh .rupees "for each 'day during which such 
failure coritinuesor one crore ruPees,. whichever 
isJess. 

.19G. Penalty for .c"ontravention where no 
separate penalty has.been provided.- Whoever 
fails to. cornply with any provision of this Act, the 
rules or the regulations or bye-laws made or 
directions issued by the Board thereunder for 
which no separate penalty has been provided, shall 
be liable to a penalty 'which may extend to one '. . 

crore rupees. 

19H. Power to adjudicate.- (1) For the purpose 
of adjudging under sections 19A, 19B, 19C, 19D, 
19E, 19F and 19G, the Board shall appointiiny 
officer not below the rank ofa Division Chief of the 
Securities and Exchange . Board, of India to be an 
adjudicatirig officer for holding an inquiry in the 
prescribed manneraftei: giving' any person 
concerned a reasonable opportunity of being 
heard for the purpose of imposing any penalty. 
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(2) While haldiJ;lg an inqui~y,~he adjudicating 
officer sh"llhave power .to>summoIl and .enforce. 
the attendance of any person acquainted with the 
f&ctsandcircumstances of the case to'gi"e 
evidence or to produd~ anydocument,which in 
the opinion of the adjudicating officer, may be 
useful for or relevant to the subject-matter of the 
inquiry and if, on such inqUiry, he is satisfied that 
the person has failed to comply with the provisions 
of any of the sections specified in sub-section (1), 
he may impose such penalty as he thinks finn 
accordance 'withthe provisions of any of those 
sections. 

19-1. Factors"tobe taken into account,by 
adjudicating officer.- While adjudging the 
quantum of penalty. under section 19H, the 
adjudicatiIlg officer shall have. due regard to the 
following factors, namely:-

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

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

(c) the repetitive nature of the default; 

19J. Crediting s.!!ffis realised by way af penalties 
to Consolidated Fund of India.- All sums realised 

.byway of penalties under this Act sh",ll becredited 
to the Consolidated Fund of India." '" 

18. Substitution of new section far section 20.-, 
For section 20 of the principal Act, the following 
section shall be substituted, namely:-

"20. (1) Without prejudice to any award of 
pagalty by the adjudicating officer under this 
Act, if any person contravenes or attempts to 
contravene or abets the contravention of the 
provisions of this Act or of any rules or 
regulations or bye-laws made thereunder, he 
shall be punishable with imprisonment for a term 
which may extend to ten years, or with fine, 
which may extend to twenty-five crore rupees, 
or with both. 

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

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

"22 .. Cognizance of offences by Courts.-(1) 
No court . shall take cognizance of any offence. 
punishable under this Act or any xules or 
regulations or bye-laws made thereunder, save 

.' on a complaint made by the Central Government 
or State Government or the Securities and 
Exchange Board oUndiaor by any person. 

(2) No court inferior to that of a Court of Session 
shall try any "ffence .punishable under this Act. 

22A Composit;ion of certain offences.-:­
Notwithstanding anything contained in 
the Code of.Criminal Procedure,. 1973, "ny 20f.1974. 

offence punishable under this Act, not 
being an offence punishable with. 
imprisonment only, or with imprisonment 
and also with fine, may either before or 
after the institution of any proceeding, be 
compounded· by a Securities Appellate 
Tribunal or a court. before which such . 
proceedings are pending. 

22B .. Power to grant immunity.~ (1) The Central 
GovernmentmaY,on recommendation by the 
Board, if the Central Government is satisfied, that 
any person, who is alleged to have violated any of 
the provisions of this Act or the rules or the 
regulations made thereunder, has made Ii full and 
true disclosure in respect of allegeq violation,. grant 
to such person, subject to such conditions as it 
may think fit to impose, immunity from prosecution 
for any offence under this Act, or the rules or the 
regulations made thereunder or also from the 
imposition of any penalty under this Act with 
respect to the alleged violation: 

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

Provided further that recommendation of the 
Board under this sub'section shall not be binding 
upon the Central Government. 

(2) An immunity granted to a person under sub­
section (1) may, at any time, be withdrawn by the 
Central Government, if it is satisfied that such 
Person had, in the course of the proceedings, not 
complied with the condition on which the 
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immunity was granted or had given false evidence, 
and thereupon such person· may be tried for the· 
offence with· respect to which the immunity· was 
granted or for any other offence of which he 
appears to have been guilty in connection with 
the contravention and shall also become liable tci 
the imposition of any penalty under this Act to 
which such person would have been liable, had 
not such immunity been granted.". 

20. Amendment of section 23A- In 
section 23A of the principal Act, in sub­
section (1), after the words, brackets and . 
figures "Save as provided in sUb-section 
(2), any person aggrieved by an order of 
the Board made, on and after the 
commencement of the Securities' Laws 
(Second Amendment) Act, 1999; under 32011999. 

this Act,or the regulations made 
thereunder," and before· the words "may 
prefer an appeal to a Securities Appellate 
Tribunal having a jurisdiction in the 
matter," the words "or by an cirder made 
by an adjudicating officer under this Act" 
shall be inserted. 

21. Substitution of new section for section 23F.­
For secticin 23F of the principal Act the following 
section shall be substituted, namely:-

'''23F. Appeal to Supreme Court.- Any person 
aggrieved by any decision or order of the 
Securities Appellate Tribunal may file an appeal to 
the Supreme Court within siXty days from the date 
of communication of the de"Cision or order of the 

--.... :. 
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Securities Appellate· Tribunal to him on any 
questionoflaw arising out of such. order: 

Provided that the Supreme. Court may, if if is 
satisfied that the "ppellant was prevented by 
suffiCient c"use from filing the appeal within the 
said period, allow it to be filed within a further 
period not exceeding sixty days.". 

22. Amendment of section 24.-:;- In section 24 of 
the principal Act, in sub-section (2),Jor clause (a), 
the following clauses shall be substituted, 
namely:-

"(a) the manner of inquiry under SUb-section 
(1) of section 19H; 

. (aa) the time within which an appeal may be 
.pniferred under sub-section (1) of section 23;" .. 

CHAPTER IV 

Repeal and saving 

23. Repeal and saving.- (1) The 
Securities· .. Laws . (Amendment) 
Ordinance, 2004 is hereby repealed. 

(2) Notwithstanding such repeal,· 
anything done or any action taken under 
the Securities Contracts (Regulation) 

Ord.401 
2004. 

Act, 1956 and the depositories Act, 42011956. 

1996, as amended by the said Ordinance, 22011996. 

shall be deemed to have been· done or 
taken under the corresponding provisions 
of those Acts, as amended by this Act. 
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