The Pondicherry Money-Lenders' Act, 1970

Act 26 of 1970

Keyword(s):
Bank, Co-operative Society, Interest, Licence, Loan, Money-Lender, Union
Territory

DISCLAIMER: This document is being furnished to you for your information by PRS
Legislative Research (PRS). The contents of this document have been obtained from sources
PRS believes to be reliable. These contents have not been independently verified, and PRS
makes no representation or warranty as to the accuracy, completeness or correctness. In
some cases the Principal Act and/or Amendment Act may not be available. Principal Acts
may or may not include subsequent amendments. For authoritative text, please contact the
relevant state department concerned or refer to the latest government publication or the
gazette notification. Any person using this material should take their own professional and
legal advice before acting on any information contained in this document. PRS or any persons
connected with it do not accept any liability arising from the use of this document. PRS or any
persons connected with it shall not be in any way responsible for any loss, damage, or distress
to any person on account of any action taken or not taken on the basis of this document.




e
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THE PONDICHERRY MONEY—I;ENleRS, ACT, 1970.
- (Act No. 26 of 1,970)\ ' 5’
| _ T 1i9th August, 1970,
AN ACT .
to regulate and control the business of money-lenders in the Union

territory of Pondicherry.

BE it enacted in the Twenty-first Year of the Republic of India as '

follows:— ‘ S :

. o " Shert title, extent and commencemert.

I. (1) This Act may be called the Pondicherry Money-Lendefs'
Act, 1970, ’ ‘ '

(2) It extends to the-whole of the Union territory of Pondichcrryi
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- (3) It shall come into force on such 1 date as the Government may,
by notification in the Official Gazette, appoint. :

[

Definitions.

ot
’

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

(@) “bank’ means a banking company as defined in section 5 of
the Banking Regulation Act, 1949 (Central Act 10 of 1949), and
includes the Reserve Bank of India, the State Bank of India, any
corresponding new. bank constituted under section 3 of the Banking
Companies (Acquisition and Transfer of Undertakings) Act, 1970
(Central Act 5 of 1970), and any other banking institution notified
by the Central Government under section 51 of the Banking
Regulation Act, 1949 (Ceniral Act 10 of 1949);

(b) “co-operative society” means a society registered or deemed
to be registered under the Pondicherry Co-operative Societies Act,
- 1965 (Act No. 11 of 1965): '

() «“Government” means the Administrator appointed by the
President under article 239 of the Constitution;

{d) <“Inspector” means an Inspector appointed under section 10;

(e) «interest” includes the return to be made over and above .
what was actually lent, whether the same is charged or sought to be.

~ recovered specifically by way of interest or otherwise but does not
include any sum charged by a lender in accordance with the provi-
sions of this Act or any other law for the time being in force,
for or on account of cost; charges or expenses.

(f) < licence ” means a money-lender’s licence granted under
this Act; :

1. The Act came into force on the 1Ist day of October 1970, vide
Notification No. E-2763-69/Rev. dated 18th September 1970.

-
-
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(g) ““loan” means an advance whether of money or in kind at
interest, and includes any transaction which the court finds- in sub-
stance to amount to such an advance, but does not include—"

(i) a deposit of money_or other- property in a Government
Post Office Savings Bank or in a bank in a company as defined in
the- Companies Act, 1956 (Central Act 1 of 1956) or witha co-
operative society;

(u) an .advance made by a bank or a co-operanve society or
an advance made from a provident fund: to which the Provrdent
Funds Act, 1925 (Central Act 19 of 1925} apphes,

(m) an advance made by Government or by any person
authorised by Governméit to make—advapces in their beha]f or by
any local authority;

(xv) an advance made by any auth&nty specrﬁed by Govern
ment by notification;

(v) an advance made bona fide by any person carrying on
any business, not having for its prlmai'y object the lending of
money, if such loan is advanced in the regular course of such -
business;

(vi) an advance made on thc basis of a negotiable instrument-
as defined in the Negotiable Instruments Act 1881 (Central Act 26
of 1881) exceeding rupees three thousand

(vit) an advance made to its members by any Nidhi or
Permanent Fund registered under any law in force in India;

(viii) an advance made under any dhit Fund Scheme;

(ix) an advance made by an agricul«;“(urist to his tenant;

(h) a person shall be deemed to molest ” another pergon if
he— - o ' '
!

(i) obstructs or uses violence 10, or intimidates, such other
person, or : |
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or interferes with any property owned or used by him

other person resides, or wo;ks, or, cames on busmcss,

(i) persistently follows such other person from p

him of, or hinders him in the use of, any such propert

(iii) loiters at or near a house or other plage

lace to place
or deprives
y, or -

ce where such
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or happens
to be, or- /

(w) does any act calculated to arnoy or ﬂntnmdate the :
members of the famlly or such other person, or

is calculated
of such other

(v) moves or acts in a manner which causes oOr
. to cause’ alarm or danger to the person or propcrty
person;

(1) w money-lcnder ” means a person whose main ior subsxdlary
occupation is - the business of advancing and reahsxbg loana, but
excludes a bank ora co—operatxve society;

-
i
i

" Explanation—Where a person who carries on jn the Union
“territory the business of advancing and realising loans is{ resident out-
side the Union territory, theagent of such person resident in the Union

territory shall be deemed tc be the money- lender in h‘espect of that
business. for the purposes of this Act.

means a notification published

M “ notiﬁcation ” in the Official
Gazette; )

(k) “ prescribed ” means prescribed by rules mafle under ihis-
Act; ’

& - prmcxpal ”in rdatton to a loan means thc amount actually
lent to the debtor; .

(m) Union territory ” = means the Union | territory . of
Pondicherry; : ’

(n) <“year " means the financial year.
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<Act 9of 1932).

Money-lender to obtain licence:

3. (1) No person shall, on and after the date on which the
provisions of this Act are brought into force, carry on, or continue to
carry on, business as a money-lender in the Union territory, except
under and in accordance with the terms of a licence. :

(2) Where a money-lender has more than one shop or place of

- business, whether in the' same town or village or ‘in different towns

or villages, he shall obtain a separate licence in respect of each such
shop or place of business. :

(3) (a) Where a money-lender is a registered firm the licence
shall be obtained in the firm’s name.

(b)  Where a money-lender is an undivided Hindu family, the
licence shall be obtained in the name of the manager, or the karnavan
or the. yajaman, as'the case may be, described as such in the licence.

' {c) Where a money-lender is any other association of individuals,
not required to be registered under the Companies Act, 1956 (Central
Act 1 of 1956),a separate licence shall be obtained by .each such
individual in his name describing himself as 2 member of the associ-
ation: :

i

' Provided that nothing contained in the sub-section shall affect the
operation of section 69 of the Indian Partnership Act, 1932 (Central

-

Grant and refusal of licences.

4. (1) Every application for a money-lender’s licence shall be in
writing and shall be made to the licensing authority prescribed under
this Act: - ,

Provided that a pérson under the age of eighteep years shall be
eligible to apply for a licence only through a guardian:
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Provided further that if any parson acting as-a guardian on bchalf
of a minor applies for and obtains a licence under this Act, such
guardian shall be subject to all the provisions of this Act as if the licence
- has been granted to himself.

(2) Every licence shall be granted in such form and subject to
stich conditions as may be prescribed including conditions as to payment
of licence fees not exceeding one hundred rupees.

3) The licensing authority may by erder. in wntmg refuse to
grant a licence if such authorlty is satisfied—

(a) that the applicant has 'mot complied with the provisions
of this Act or the rules made thereunder in respect of an application
for the grant of a licence; or

(b) ‘.thai; the applieant has made -wilful default in complying
with or knowingly acted in contravention of any requirement of
this Act; or

(¢) that the applicant has— = -

(i) knowingly participated in or connived at any fraud
or dishonesty in the conduct of or in connection with the business
of mopey-lending; or -

(ii) been found guilty. of an offence under Chapter XVII
or Chapter XVIIl of the Indian Penal Code (Central Act
45 of 1860); or

(iii) boen found guilty of an offence under section ll
or section 13 on two or. more occas:ons or

-(d) that the applicant has’ had his licence cancelled with-
in six months before the date of application.

(4) Any person .aggrieved by an order of the licensing
authority under sub-section (3) may, within one month from the
date of communication of such order to him, appeal to the
* prescribed . authority.
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(5) Every ’licence granted under this Act 'shall, sﬁbjéct to
the provisions of sub-section . (7), expire/ on - the last day of
the year in which it was granted. . = s

-

~ (6) A licence granted under sub-section (2) may be renewed
from year to year and - the provxslons of - sub-sections (1) to (5)
shall apply in relanon to the’ tenewal of a- licence -as they
apply in relation to the grant of a’ Ixcence

(7} If erders refusmg, to renew\ as hcence aré not commu-

. nicated to & money-lender by the licensing authority - before
the expiry = of his current licence, the "“mdn’ey-lcnde‘r shall, “mot-
withstanding such expiry, be deemed to have a valid "licence
till orders are reccivcd 'by him on hxs apphcatxon for renewal

- (8) Nothing in thxs section shail bc deemcd to dlsentnﬁea
morcy-lender, whose licence has expired or has not becn renewed,
from taking steps to recover any loan advanced during the penod
when the licence was in force :

Change of place of business Iiy mon‘py-lenider.

5. No mohey-lcnder shall change his place of . business
withcut previous notice to the licensing authority and without
baving the addres§ of the new place cf business du]y cndorsed
on his hccncc

Money-lenders to exhibit their nafnes over shops.

. 6. Evcrj} money-lender shall always keep exhibited over
his shop or place of ‘busiress his = name with the word

“money-lender” and its equivalent in the regioral lapguage.

Interest and charges allowed to inoncy—lenders.

7. (1) Notwithstanding anything contamed in the Decree dated -
22nd Scptcmbcr 1935, no money—»lender shall charge - interest
on any loan, at arate exceedmg nine ppr " cent pcr annum,
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loan and apply to the Court to
" of the loan, as the case may be.

s1mple interest, where the loan is a secured loan,
exceeding twelve per cent . per annum, 31mple interest,
is not a securéd loan. .

(2) A money-lender - may demand and take fi
such charges and  in such cases, as may be prescri

3) A money lender shalj not- demand or take fx
profit or other sum _whatsoever in .excess of that

any interest,
payable under sub—sectlon 1.

s

-

Pdﬁe‘rhté deposit in Court, money due on lan.

- 8.(1) Where :a money-lender refuses to accept
any poition of the money or other property due in
loan, the. debtor may ‘deposit the said money or pro
Court, havmg jurisdiction to entertain a suit for red

‘ (2} Where any such applicéifion-is made,
after due inquiry, pass orders recording full
of thc loan as the case may be.

~

(3) The procedure laid down. in the

Procedure

the "
or - part satisfaction

Cade
1908 (Central Act 5 of 1908), for the trial of suits shall, as

or at a rate
where the loan

bed.
om the debtor

the  whole eor
respect of his
perty info -the
overy of - such

record full or phart satisfaction

‘Court  shall

of  Civil

far as may be, apply to app]rcatlons under this section.

(4) An appeal shall lie from

of the Code of Civil Procedure, 1908 (Central Act 5 o

Money-lender . to keep books, give reeeip}s,’

9. (1) Every money-lender shall—

(a) regularly record and maintain or cause
“and maintained, an account

~

an order pasécd ‘by a Cowurt
‘under sub-section (2) as if such an order relates tc
(discharge or satisfaction of a decree'within the meaning

the execution,
of section 47

£ 1908).

ete.

to behrecord,eii‘_
showing for each debtor separately—.

rom, the debtor——~._——




(i) the date of the loan, the . amount -of the principal
of the loan, the rate of interest charged on.the loan and
the nature of security taken, if any; and

(i) the amount of every payment receivedby the money-,

lender in rtespect of the” loan, and the ddte of such pay’

ment;
-

(b) give to the debtor or his agent a receipt for every
. . amount paid by him, duly. signed and, if necessary, stamped at
the time of such payment; ’ ’

(c) on requisition in writing made by the debtor furnish to him,

s or, if he so requires, to any person mentioned by him in
' that behalf in his requisition a statement of account signed by
himself or his agent, showing the particulars referred tc in
clause {a) and also the &mount which remains - outstanding on
account of the principal and of interest and charge such fee
therefor as the Government may prescribe:

I : Provided that no such statement shall be required to be
HR . furnished to a debtor - if he is supplied by the money-lender = .
! with a pe'lss book in the prescribed form containing an-upto-
- "date account of the money-lender’s transactions with the
bt "debtor; and '

(d) submit such returns relating to the loans advanced
by him to the Inspector concerned, in such form and at such
times as may be prescribed.

(@ AH recdrds or entries made ~in the books, accounts and
documents referred to in sub-section (1) shall be in such
53‘ language as may be prescribed in respect of any area.

- (3) A debtor to whom a statement of acccount has been
furnished under clause (¢) of sub-se;tion( (1) and who fails to
object to - the correctness of the account 'shall. not by
~ such failure alone be decmed to have admitted the correctness
- of such account.

554




(4) In the receipt to be given under clause (b) of sub-
section (1) or in the statement of account to be furnished under
clause (¢) of that ‘sub-section, the figures shall be entered only
in international form of Indian numerals.

(5) In any suit.or proceeding relating to a loan if the
Court finds “that - a money-lender has not maintsined an
account as -required by clause (a) -of sub-section (1), he
shall ‘not be allowed his costs. A

" (6) If any money-lender fails to give the debtor ‘or his agent a
receipt as required by clause(b) ‘of sub-section (1) or to furnish on a
requisition made under clause (c) of that sub-section a statement of
account as required therein within one month after such requisition has
b een made, he shall not be entitled to any interest for the period of his
default. :

(7) Notwithstanding any agreement between the parties or any
law for the time being in force, when a statement is furnished to a
debtor under this section on any day during a month, the interest due
shall be calculated as payable for the entire month irrespective of the
fact that such statement is furnished onany such day.

Appointment of Inspectors and their powers.

10. (1) The Government may, by notification, appoint one or
more persons to be Inspectors for the purposes of this Act and specify
in such notification the local limits of their jurisdiction, ’

(2) Every Inspector shall be deemed to be a public servant
within the meaning of section 2! of the Indian Penal Code (Central
Act 45 of 1860). ’

"~ (3) (@) (i) A Magistrate of the first class may, orf ‘receiving a
report from an Inspector that a person carries on without a licence or
that a money-lender carries on in contravention of the provisions of
this Act or the conditions of the licence granted thereunder the business
of money-lending at any place within the jurisdiction of such Magistrate
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issue a warrant empowering the Inspector 'to enter such place with such -
assistants as he considers necessary and inspcct the books, accounts
records, files, documents, safes, vaults and jpledges in such premises.”

(i) ‘On receiving the warrant refdrred to in sub-clause (i), the
Inspector may -enter the place and id’spect the books, accounts,
records, files, documents, safes, vaults and plcdgc; in such prcmlses
and may take to his office for further investigation such books,

accounts, records, filesand documents as he considers necessary:

Provided that if the Inspector removes from the premises any books
accounts, records,_files and documents, he ishall give to the person in
charge of the place, a receipt describing the books accouats, records,
'fxles and documents so removed by lnm N

Provided further that within twenty--four hours of the removal of
-the books, accounts, records, files and documents from the premises, the
Inspector shall either return them to the person from whose custody’
they were removed or produce them in the Court of the Magistrate who
issued the warrant and such Magistrate may return the books, accounts;
records, files and documents or any of them  to the person from whose
custody they were removed by the Inspector after taking from such
person such security as the Magistrate consxders necessary for the pro-
duction of the books, accounts, records,’ files and documents when
required whether by the Inspector or by the Court, or may pass such
other orders as to their disposal as appear jist and convenient to the
Magistrate.

(b) An Inspector shall have authority to require any person whose
testimony he may require regarding any loan or any money-lendmg busi-
ness to attend before him or to produce or icause to be produced any
document and to examine such person on Oath

4) An Inspector may apply for assistance to an ofﬁcer-m-charge
ofa police station and take police officers to accompany and assist the
Inspector in performmg his dutles under thxg Act. SO
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Money-lender advancing smaller amount or securing ::'jher interest than

-+ that specified in the accounts, etc., to be p

11. 1) Any monéy-iender whether licensed or no

" (a) who actually advances an amount less
shown in his accounts or registers or other document
loan, or : .

shable.

tr

than the amount.
relating to .the

(b):who takes or receives interest or any other charge at a rate

higher than the rate shown in the accounts, registe

aforesaid or allowed under this Aet shall be punished

ment which may extend to six months or with fine w
~ to one thousand rupees or with both.

2 Ifa money-lendcr is convicted of an  off
section (1), the Court convicting him may “cancel
money-lender. | )

N

N

Cognizance of offences.

12. No Court shall take cognizane of an offence
this Act or the rules made thereunder except on a comj
made by any prescribed authority.

Penalty for molestation of debtor.

13. Whoever molests or abets the molestation of

the recovery of ‘any loan shall be punished with imprisot
extend to six months or with fine which may extend

rupees or with both. !
: i

Power to cancel licences, ete.

14. (1) The licensing authority may, at any
term of any licence, cancel it by an order in writing—

(a) if the licensee carries on the business in conl
of the provisions of this Act or the rules made ther
conditions of the licence, or
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ence under sub-
his licence asa

punishable under
plaint in “writing

any debtor for
pment which may
to one thousand

ime, during the,

travention of any
cunder, or of the
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(b) if any reason for which the licensing authority could have
refused to grant the licence to the money-lender under sub-section (3)
of section 4, is brought to the notice of that authority after the grant
of the licence, or ' ' o ‘

(c) if the licensee is convicted for an offence undef'section 11 or
section 13, or

(d) if the licensee maintains false accounts or is found to molest or
abet the molestation of any debtor for the recovery of any de})t.

(2) Before cancelling a licence under sub-section (1), the licensing
authority shall give the licensee a2 notice in writing stating the grounds
on which it is proposed to take action and requiring him to show cause
against it within such time as may be specified in the notice.

(3) Any person aggrieved by an order of the Iiéensing authorify
cancelling a licence may, within one month of the date of communica-
tion of such order to him, appeal to the prescribed authority. .

Publication of order of cancellation.

15. Every order of cancellation of a licence ﬁndcr this Act shall be
notified in the Official Gazette and also on the notice-board of the office -
of the’ licensing authority . )

No compensation for cancellation of licence.

16. A person whose licence is cancelled under section 14 shall not
be entitled to any compensation in respect of such cancellation or to the
refund of any fee paid in respect of such licence.

Penalty for carrying on business without licence.

17. Whoever carries on the business of money-lending without
a licence or otherwise than in conformity with the terms and
conditions of a licence shall be punished with fine which may

. extend to one thousand rupess:
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Provided t»hat>a - person shall not be deemed to carry on
the -business of money-lending without a licence, if he had ceased
to carry on thé business. of money-lending but was taking steps
to recover any loan advanced by him. -

- 4

~

Penalties.

18. (1) "‘Whoever contravenes any of the provisions of this
Act or of any rule made thereunder or of any terms or conditions
of a licence granted or deemed to be granted thereunder or makes
a claim or a statement which is false or which he does not believe it
to be true shall, if no other penalty is elsewhere provided for in this
Act for such contravention, be punished with fine which may extend
to one thousand rupees.

Expianation.—The cancellation of a licence under section 14 shall
not be deemed to be a penalty for the purposes of this sub-section.

(2) Where a contravention of any of the provisions of this Act

or of any rule made thereunder of which a person is convicted consists

_ of an omission to do a thing, the Magistrate may, when

convicting the offender, - direct him to do the thing before an appointed

day and may on the failure of the offender to do the thing before

the said day, pass an order, whether the offender appears in court
or not on that day, cancelling his licence. .

Transfer of licence to heir. ~

19. (1) Where a licensee under thls Act dies, any person
claiming to be his legal representative may apply to the licensing
authority for transfering in his name the licence standing in the name
of the deceased. :

B Y
~

(2) Every such apphcatxon shall be in such form and shall
contain such pariiculars as'may be prescribed.

3) “The licensing authority may, if he is satisfied that the
applicant is in fact the legal representative cf the deceased and that
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he is otherwise eligible to a licence under this Act, transfer the licence
in the name of the applicant after obtaining from the apphcant
.a declaratlon in the prescribed form.

)} Any licence transferred under sub-section (3) shall be
deemed ' to have bezn granted to the applicant himss!f and shall
be valid for the period for which it would have bean valid if the licence
had not been transferred; and the provisions of this Act shall
apply accordingly. ) ’ A '

Jurisdiction to try offences. .

‘ 20. No Court inferior to that of a siﬂaried Magistrate of the first
class shall try a(ny offence punishable under this- Act.

Contracts not to be void on account of offence.

21. Where a money-lender is guilty of an offence punishable
under this Act, any gontract made by him in relation to his
business of money-lending shall not be void by reason onlys of
that offence nor shall he, by reason only of that offence, lose his
right to the loan and the interest and other charges, if any,
payable in respect theréof. »

Power to make rules.

22. (1) The Government may make rules to carry out all or
any of the purposes of this Act. '

(2) 1In particular, and without prejddicc to the generality of the
foregoing power, such rules may provide for—

(a) the form and the particulars to be contaired in an
application for a licence under this Act"

(b) the térms and conditions subject to whxch a hcence may be
granted;

(c) the form in which books, accounts and documents _specified
in this Act shall be recorded, maintained, kept or used;
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© (d) the procedure which should be . followed land the powers
" which ‘may be exercised by the authorities exercising functions,
holding inquiries and hearing appeals under this Act;

€) any other matter which under this Act is fto be, or may be
- prescrlbed ' : _

(3) All rules made under this Act shall as sooh as may be after

they. are’made be land before the Legislative Assembly, Pondicherry, -

. while ‘it is in session for a total period of fourt¢en days which
. may be comprised in one session or in two succesmyc sessions, and if .
before the expiry of the session in which they are so laid, or the session
immediately foliowing, the Legislative Assembly makes| any modlﬁcatlon
“*in the rule or decides that the rule should not be made, the rule
" shall thereafter have eﬂ’ect only in such modified form or be ' of
no effect as the’ case may be, so, however, |that any such
modification-- or. annulment shall be - without prejudlce to the
validity of anything previously done. under that rule.

S S . i
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