_ P ' PUNJAB VIDHAN SABHA
Bill No. 20-PLA-2015

THE PUNJAB PROTECTION OF INTERESTS OF DEPOSITORS (IN
FINANCIAL ESTABLISHMENTS) BILL, 2015

A
BILL

to protect the deposits made by the public in the financial establishments and
matters relating thereto.

BE it enacted by the Legislature of the State of Punjab in the
Sixty-sixth Year of the Republic of India, as follows :—

1. (1) This Act maTy be called the Punjab Protection of Interests of
Depositors (in Financial Establishments) Act, 2015.

(2) It shall come into force on and with effect from the date of
its publication in the Official Gazette.

2. In this Act, unless the context otherwise requires,—

(a) “Competent Authority” means an Authority appointed under
section 4;

. (b) “Deposit” includes and shall be deemed always to have included
any receipt of money or acceptance of any valuable
commodity by any Financial Establishment to be returned
after a specified period or otherwise, either in cash or in kind
or in the form of a specified service with or without any
benefit in the form of interest, bonus, profit, or in any other
form, but does not include,— -

(i)  amount raised by way of share capital or by any way
of debenture, bond or any other instrument covered
under the guidelines given, and regulations made, by
the Securities and Exchange Board of India, established
under the Securities and Exchange Board of India
Act, 1992 (15 of 1992);

(ii)  amounts contributed as capital by partners of a firm;

(iii) amounts received from a Scheduled bank or Co-
operative bank or any other banking company as
defined in clause (¢) of section 5 of the Banking
Regulation Act, 1949 (10 of 1949),
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(iv) any amount received from.— = o gl
()  the Industrial Development Bank of India; or
(b) a State Financial Institution; or
: (¢) deposits covered under sub-section (2) of section
73 or section 76 of the Companies Act, 2013, or
(d) any other institution that may be specified by
the Government in this behalf;
(v) amounts received in the ordinary course of business
by way of—
(a) security deposit;
(b) dealership deposit;
(¢) earnest money; and
(d) advance against order for goods or services;'
(vi) any amount received from an individual or a firm or
an association of individuals not being a body
corporate, registered under any enactment relating to
money lending which is for the time being in force in
the State; and ] bei

(vii) any amount received by way of subscriptions in receipt
of a Chit.

Explanation 1—"Chit” has the same meaning as assigned to
it in clause () of section 2 of the Chit Funds Act, 1982
(40 of 1982).

Explanation IL— A transaction is not a chit within the meaning
of this clause, if in such transaction,—

(i) some alone, but not all, of the subscribers get
the prize amount without any liability to pay
future subscriptions ; or

(ii) all the subscribers get the chit amount by turns
with a liability to pay future subscriptions.

Explanation IIL—Any credit given by a seller to a buyer on
the sale of any property (whether movable or immovable)
shall not be deemed to be a deposit for the purposes of
this clause;
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(¢) “Depositor” means a person or an association of persons,
excluding a company or a limited liability partnership, who
have made a deposit and includes their heirs, legal
representatives and assignees;

(d) “Designated Court” means a court designated under section 8

(e) “Financial Establishment” means an individual, an association
of individuals, a firm or a company registered under the
Companies Act, 1956 (Central Act 1 of 1956) or the
Companies Act, 2013 (Central Act 18 of 2013), carrying on
the business of receiving deposits under any scheme or
arrangement or in any other manner, but does not include a
corporation or a co-operative society owned or controlled by
any State Government or the Central Government or a banking
company as defined under clause (¢) of section 5 of the
Banking Regulation Act, 1949;

(/) “Government” means the Government of Punjab in the
Department of Finance; and

(g) “prescribed” means prescribed by rules made under this Act,

3. Notwithstanding anything contained in any other law for the time
being in force,—

(i) where, upon complaints received from a number of depositors
or upon receipt of report from competent authority that any
Financial Establishment defaults on the return of deposits
after maturity or fails to pay interest on deposit or fails to
provide the service for which deposit has been made, or

(ii) where the Government has reason to believe that any Financial
- Establishment is acting in a calculated manner with an intention
to defraud the depositors, and if the Government is satisfied

that such Financial Establishment is not likely to return the

deposits or to make payment of interest or to provide the
service,

e Government may , in order to protect the interest of the depositors of such
Fimancial Establishment, pass an ad-interim order attaching the money or other
property alleged to have been procured either in the name of the Financial
Estsblishment or in the name of any other person from and out of the deposits
coliected by the Financial Establishment, or if it transpires that such money or
@fher property is not available for attachment or not sufficient for repayment

Attachment of
properties on
default of return
of deposit.




Competent
Authority:

er Or manage ncia :
omoteh erson Who hasgb:) Or membey (:fEStathhmem or thes
blish t; extent of his defa r]rowed Mone the said Financia)
Establishme? e ; Uit or suc oy from the Financi
. ose name PfOPem?s WEre purchaseq ther propertie o
the Financial Establishment, 5 from apg :t Off that
» as the G of the

depOSilS
sfer the control over the saj oV
and tran said money or erment may

Property tq the

Government may, by notification, appo;
: s ’ 1
he rank of a District Magistrate, or ap A;(;-t?ne or more
1tional Distr;
rict

Magistrate for such area or areas or for such case or ca
) ot se
as the Competent Authority. S as may be

(2) The Competent Authority shall have such power
necessary for carrying out the purposes of this Act, includings . " o be
plaints from depositors, submitting report to the Gove:cewmg of

ment and

com .
tion under section 3 of this Act.

recommending 8¢
. :

(3) Upon receipt of the orders of the Government under sect;
ty shall apply within thirty days to the Descitlon -
rim order of attachment absolute andgl;f:ted
attached by public auction and realize the srala
e

the Competent Authori
Court for making the ad inte
direction to sell the property SO
proceeds.
(4) An application under sub-section (3) shall be accompanied b
or more affidavits, stating the grounds on which the belief that the Fi y one
Establishment has committed any default or is likely to defraud, is founlciletinct;ill
;I;?nu:atn:fo ;nt(;r;ezl'eor \falue of other ’proPerty believed to have been proc:lrez
property is believ cf osi and e de.taﬂs, if any, of persons in whose name such
ol ed to have been invested or purchased out of the deposits or
perty attached under Section 3.

(5) Th g

havingJ'Un')sicti:nct::mpet?m. Authority shall make an application 0 any ot
to money o propent)ll'}’bsumla.r cases or deal with the subject matter pertainié
specifiod in Section 3 « ieti;rtlg;ng toa Financial Establishment or any perso®
for appopcinte onde ed within the territorial jurisdiction of that cour

(6) For the
purpose of crediting and dealing with the money ¥

realized, the C
) ompetent A .
Bank. uthority shall open an account in any gcheduled



al
zal
at
he
ay

fhe

ore
nct
be

be
r of

2

and

n 3,
ated
or a
sale

F one
ncial
i, the
cured
such
its or

court
3ining
»erson
court,

ey SO
eduled

3

-

5. (I) Every Financial Establishment which commences or carries on
its business as such, in the State of Punjab on or after the commencement of
this Act, shall make a report to the competent authority, mentioning the details
about its authority to carry on such business, its location in the State of Punjab
and its main Branch Office, if any, wherever situated, permanent address of
every person responsible for its management or conducting of its business or
affairs in the State of Punjab and such other particulars, as may be prescribed.

(2) Such report shall be made within seven days from the date on
which a Financial Establishment commences or carries on its business as such,
in the State :

Provided that a Financial Establishment which has been carrying on its
business as such, prior to the commencement of this Act shall make such
report within seven days from the date of such commencement.

(3) Every Financial Establishment shall furnish a quarterly return
within one month of the expiry of each quarter of a financial year to the
competent authority in respect of its business and financial position, the area
of its investment and the location of investments of moneys made by it within
and outside the State, if any, and such other particulars, as may be prescribed.

(4) Whoever contravenes the provisions of this section, shall be
punishable with fine which may extend to one lakh rupees.

6. Notwithstanding anything contained in section 3 of this Act, where
any Financial Establishment defaults the return of the deposit or defaults the
payment of interest on the deposit or fails to return in any kind or fails to
render service for which the deposit has been made, every person, including
the promoter, partner, director, manager or any other person or an employee
responsible for the management of or conducting of the business or the affairs
of such Financial Establishment, shall on conviction, be punished with
imprisonment for a term which may extend up to ten years and with fine
which may extend up to one lakh rupees, and further such Financial
Establishment shall also be liable for a minimum fine of two lakhs rupees
which may extend up to one crore rupees.

7. (1) An offence punishable under section 6 may, before the institution
of the prosecution, be compounded by the Competent Authority or after the
institution of the prosecution, be compounded by the Competent Authority with
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the permission of the Designated Court on payment of the entire amount due
to the depositors, alongwith applicable interest or the specified service :

Provided that the court may compound such offence, with the consent
of the depositor or the depositors, as the case may be, on return of the deposit

or a part thereof.

(2)  Where an offence has been compounded under sub-section (1),
no proceeding or further proceeding, as the case may be, shall be taken or
continued against the offender in respect of the offence so compounded and
the offender, if in custody, shall be discharged forthwith.

8. (1) For the purposes of this Act, the court of the District and
Sessions Judge shall be the Designated Court :

Provided that the District and Sessions Judge may transfer the work
of the Designated Court to a court of an Additional District and Sessions Judge

in the district.

(2) Any pending case in any other court to which the provisions of
this Act apply, shall stand transferred to the Designated Court.

(3) When trying any case, the Designated Court may also try any
offence, other than an offence specified in section 6, with which the accused
may, under the Code of Criminal Porcedure, 1973 (Central Act 2 of 1974), be

charged at the same trial.

9. (1) Upon receipt of an application under sub-section (3) of
section 4, the Designated Court shall issue to the Financial Establishment or
to any other person whose property is attached by the Government under
section 3, a notice accompanied by the application and affidavits and of the
evidence, if any, recorded, calling upon the said Financial Establishment or the
said person to show cause on a date to be specified in the notice as to why
the order of attachment should not be made absolute and the properties so

attached be sold in public auction.

(2) The Designated Court shall also issue such notice to all other
persons represented to it as having or being likely to claim any interest or title
in the property of the Financial Establishment or the person to whom the
notice is issued under sub-section (7), calling upon such persons to appear on
the same date as is specified in the notice and make objection, if he so desires,
to the attachment of the property or any portion thereof on the ground that

il

%= has an interest in such property or portion thereof.
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Procedure, 1908 (Central Act V of 1908)
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(7) The Designated Court shall, on an application by the Competent
Authority, pass such order or jssye
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(8) In case the money realized from sale of property attached is not
enough to cover the shortfall, the Designated Court may impose fine on every
person, including the promoter, partner, director, manager or any other person
or an employee responsible for the management of of conducting of the
business or the affairs of such Financial Establishment to cover the shortfall,
as may be necessary for the purpose of repayment to the depositors.

(9) Where an application is made by any person duly authorized or
specified by any other State Government under similar enactment
empowering him to.exercise control over any money or property O
assets attached by that State Government, the Designated Court shall exercise
all its powers, as if such an application was made under this Act and pass
appropriate order or direction on such application, 50 a5 to give effect 10 the

provisions of such enactment.

10. (1) Where the assets available for attachment of a Financial
Establishment or other person referred to in section 3 are found to be less than
the amount or value which such Financial Establishment is required to repay
to the depositors and where the Designated Court is satisfied by affidavit or
otherwise, that there is reasonable cause for believing that the said Financial
Establishment has transferred, whether before or after the commencement of
this Act, any of the property otherwise than in good faith and for consideration,
the Designated Court may, by nofice, require any transferee of such property,
whether or not he received the property directly from the said Financial
Establishment, to appear on a date to be specified in the notice and show cause
why so much of the transferee’s property as is equivalent to the proper value
of the property transferred should not be attached.

(2) Where the said transferee does not appear and show cause oOn

the specified date OT where after investigation in the manner

" provided in sub-section (5) of section 9, the Designated Court is

satisfied that the transfer of the property 10 the said transferee was not in good
faith and for consideration, the Designated Court shall order the attachment of
so much of the said transferee’s property as in the opinion of the Designated
Court is equivalent to the proper value of the property transferred.

»l'“mﬂw
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11. Any Financial Establisment or person, whose property has been or
is about to be attached under this Act may, at any time, apply to the Designated
Court for permission to give security in lieu of such attachment and where the
security offered and given is, in the opinion of the Designated Court, satisfactory
and sufficient, it may cancel the ad interim order of attachement or, as the case
may be, refrain from passing the order under sub-section (6) of section 9.

12. The Designated Court may, on the application of any person
interested in any property attached under this Act, and after giving the Competent

Authority an opportunity of being heard, make such order as the Designated
Court considers just and reasonable for —

(a) providing from such of the property attached as the applicant
claims an interest in, such sum as may be reasonably necessary
for the maintenance of the applicant and of his family and for
€xpenses connected with the defence of the applicant where criminal
proceedings have been instituted against him in the Designated
Court under section 6 ; and

(b) safeguarding so far as may be practicable, the interest of any
business affected by the attachment and in particular, the interest
of any partners in such business.

13. (1) Any person, including the Competent Authority, if aggrieved
by an order of the Designated Court, may prefer an appeal to the High Court
within thrity days from the date of the order.

(2) No appeal under sub-section (1), by a person who is in any
manner liable to repay the deposit and the interest accrued thereon to the
depositors, shall be entertained unless, the appeal is accompanied by satisfactory
proof for the deposit with the Competent Authority of an amount equivalent
to seventy five percent of the aggregate amount of deposit liability.

14.  Any public Prosecutor or Additional Public Prosecutor notified
as such, by the Government of Punjab in the Department of Home A ffairs and
Justice under section 24 of the Code of Criminal Procedure, 1973 (Central Act
2 of 1974) shall be competent to conduct cases in the Designated Court.

15. (1) The Designated Court may take cognizance of the offence
without the accused being committed to it for trial and in trying the accused
person, shall follow the procedure prescribed in the Code of Criminal Procedure,
1973 (Central Act 2 of 1974) for the trial of warrant cases by Magistrates.
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(2) The provisions of the Code of Criminal Procedure, 1973 (Central
Act?2 of 1974) shall, so far as may be, apply to the proceedings before a Designated
Court and for the purposes of the said provisions, a Designated Court shall be
deemed to be a Magistrate.
ontained in section 438 of the Code of

16. Notwithstanding anything ¢
1974), no Court shall grant anticipatory

Criminal Procedure, 1973 (Central Act2 of
bail to any person under this Act.

17. Save as otherwise provided in this Act, the provisions of this Act
shall have effect, notwithstanding anything inconsistent therewith contained in
any other law for the time being in force or any custom or usage or any instrument

having effect by virtue of any such law.

18. No suit or other proceedings shall lie against the Government or
the Competent Authority or an officer or employee of the Government for anythig
which is, in good faith, done or intended to be done under this Act.

19. (1) The Governmentmay, by notification in the Official Gazette,

make rules for carrying out the purposes of this Act.

(2) Inparticular and without prejudice to the generality of the foregoing

power, such rules may provide for all or any of the following matters, namely -—

(a) the particulars of the report to be made under sub-section () of

section 5 ;

(b) the particulars of the return to be furnished under

sub-section (3) of section 5 ;and
(c) any other matter which may be necessary for carrying out the
purposes of this Act.

(3) Every ruie made under this Act shall be laid, as soon as may be

after it is made, before the State Legislature.

20. (1) If any difficulty arises in giving effect to the provisions of
by order, make such provisions not inconsistent

may appear to be necessary for removing the

this Act, the Government may,
with the provisions of this Act as
difficulty :

Provided that no or
period of two years from the date of commencement of this Act.

(2) Every order made under this section shall be laid, as soon as may

se x5 # is made, before the State Legislature.

der shall be made under this section after expiry of a
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STATEMENT OF OBJECTS AND REASONS

There is mushroom growth of financial establishments in the country
in the recent past. It has been observed that such financial establishments
have been gaining wrongfully by way of receiving money as deposits from
the public, particularly of the middle class and the poorer sections of the
society, by making impracticable or commercially unviable promises or by
offering highly attractive rates of interest or rewards, with the intention of
defrauding the investors.

2. In fact, many of such financial establishments have, intentionally,
failed to return the deposits on maturity or to pay interest or to render any
specified service offered against such deposits. Thus, such financial
establishments have been fraudulently defaulting in payment of deposit on
maturity.

3. It has been felt necessary to provide for a suitable legislation in
the State of Punjab for the protection of the interests of depositors in the
financial establishments and for such purposes, it is considered expedient to
regulate and to impose restrictions on such financial establishments with a
view to curbing the unscruplous activities of such financial establishments
and to make liable the promoter, partner, director, manager, member, employee
or any other person responsible for the management of, or conducting the
business or affairs of, such financial establishments.

4. The Punjab Protection of Interests of Depositors (in Financial
Establishment) Bill, 2015 seeks to achieve this object.

PARMINDER SINGH DHINDSA,
Minister for Finance,
Punjab.
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MEMORANDUM REGARDING DELEGATED LEGISLATION ¥

Section 19 of the Punjab Protection of Interests of Depositors’ (in
Financial Establishments ) Bill, 2015 empowers various authorities of the
Department of Finance to make statutes, ordinances and regulations
respectively for carrying out the purposes of the Act. The powers sought
are necessary for the proper implementation of the provisions of the Act.

I
CHANDIGARH © SHASHI LAKHANPAL MISHRA,
The 21st September, 2015. Secretary.
N.B.— The above Bill was published in the Punjab Government Gazette
(Extraordinary), dated the 21st September, 2015 under the proviso
to rule 121 of the Rules of Procedure and Conduct of Business in
the Punjab Vidhan Sabha (Punjab Legislative Assembly).
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