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AUTHORITATIVE ENGLISH TEXT

Bill No. 14 of 2018

THE HIMACHAL PRADESH PROTECTION OF INTERESTS OF DEPOSITORS
(IN FINANCIAL ESTABLISHMENTS) AMENDMENT BILL, 2018

(AS INTRODUCED IN THE LEGISLATIVE ASSEMBLY)
A

BILL

further to amend the Himachal Pradesh Protection of Interests of  Depositors (in
Financial Establishments) Act, 1999 (Act No. 19 of 2000).

BE it enacted by the Legislative Assembly of Himachal Pradesh in the Sixty-ninth Year of
the Republic of India as follows:—

1. Short title—This Act may be called the Himachal Pradesh Protection of Interests of
Depositors (in Financial Establishments) Amendment Act, 2018.

2. Amendment of Section 2.—In section 2 of the Himachal Pradesh Protection of
Interests of Depositors (in Financial Establishments) Act, 1999, (19 of 2000) (hereinafter referred
to as the ‘principal Act’) for clauses (b) and (c), the following clauses shall be substituted,
namely:—

“(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
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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,—

any 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);

(i1) any amounts contributed as capital by partners of a firm;

(i11)) any amounts received from a Scheduled bank or Co-operative bank or any other

(iv)

)

banking company as defined in clause (c) of section 5 of the Banking Regulation Act,
1949, (10 of 1949);

any amount received from—
(a) the Industrial Development Bank of India; or
(b) a State Financial Institution; or

(c) any financial institution specified in or under section 6-A of the Industrial
Development Bank of India Act, 1964, (18 of 1964); or

(d) any other institution that may be specified by the Government in this behalf;
any amount received in the ordinary course of business by way of—
(a) security deposit; or

(b) dealership deposit; or

(c) earnest money;

(vi) any amount received in the course of or for the purposes of the business of the

(a)

(b)

(c)

company—

as an advance for the supply of goods or provisions of services accounted for in any
manner whatsoever provided that such advance is appropriated against supply of
goods or provision of services within a period of three hundred and sixty five days
from the date of acceptance of such advance:

Provided that in case of any advance which is subject matter of any legal proceedings
before any court of law, the said time limit of three hundred and sixty five days shall

not apply;

as advance, accounted for in any manner whatsoever, received in connection with
consideration for property under an agreement or arrangement, provided that
such advance is adjusted against the property in accordance with the terms of
agreement or arrangement;

as security deposit for the performance of the contract for supply of goods or
provisions of services;
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(d)

(e)

®

(@

as advance received under long term projects for supply of capital goods except
those covered under item (b) above;

as an advance towards consideration for providing future services in the form of a
warranty or maintenance contract as per written agreement or arrangement, if the
period for providing such services does not exceed the period prevalent as per
common business practice or five years, from the date of acceptance of such service
whichever is less;

as an advance received and as allowed by any sectoral regulator or in accordance with
directions of Central or State Government; and

as an advance for subscription towards publication, whether in print or in electronic to
be adjusted against receipt of such publications:

Provided that if the amount received under items (a), (b) and (d) above becomes
refundable (with or without interest) due to the reasons that the company accepting the
money does not have necessary permission or approval, wherever required, to deal
in the goods or properties or services for which the money is taken, then the amount so
received shall be deemed to be a deposit;

Explanation.—For the purposes of this sub-clause the amount shall be deemed to be
deposits on the expiry of fifteen days from the date they become due for refund;

(vii) 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;

(viii) any amount received by way of subscriptions in receipt of a chit;

)

(i)

(ix)

x)

(©)

Explanation-I.—“Chit” has the meaning as assigned to in clause (b) of section 2 of
the Chit Funds Act, 1982 (40 of 1982).

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

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

all the subscribers get the chit amount by turns with a liability to pay future
subscriptions;

amount raised by unlisted companies by way of share capital or debentures or
bonds in compliance with provisions of Chapter-III and IV of the Companies Act,
2013, (18 0f 2013); and

deposits raised by Companies in compliance with provisions of section 73 to 76 of the
Companies Act, 2013 (18 of 2013);

Explanation.—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;

“Financial Establishment” means an individual, an association of individuals, a firm
or a company registered under the Companies Act, 1956, (1 of 1956) or Companies
Act, 2013 (18 of 2013), or a Limited Liability Partnership as defined under the Limited
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Liability Partnership Act, 2008, carrying on the business of receiving deposits under
scheme or arrangement or 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 (c) of section 5 of the
Banking Regulation Act, 1949, (15 of 1949);" ; and

3. Insertion of sections 13A, 13B, 13C and 13D.—After section 13 of the principal
Act, the following sections shall be inserted, namely:—

“13A. Report and return by Financial Establishments.—(1) Every Financial
Establishment which commences or carries on its business as such in the State on or after
the commencement of this Act, shall make a report to the District Collector and the
Superintendent of Police of the district, mentioning the details about its authority to carry
on such business, the location of the Financial Establishment in the State and its main
branch office, if any, wherever situated, permanent address of every person responsible
for the management of, or conducting of the business or affairs of, the Financial
Establishment in the State 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 District Collector and the
Superintendent of Police of the district 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 fifty thousand rupees.

13B. Compounding of offence.—(1) An offence punishable under section 5 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 the
permission of the Designated Court on payment of the entire amount due to the depositors
with or without interest.

(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.

13C. Anticipatory bail not to be granted.—Notwithstanding anything contained in
section 438 of the Code of Criminal Procedure, 1973, (2 of 1974) no Court shall grant
anticipatory bail to any person under this Act.

13D. Protection on action taken in good faith.—No suit or other proceedings shall lie
against the Government or the Competent Authority or an officer or employee of the
Government for anything which is, in good faith, done or intended to be done under this
Act.
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STATEMENT OF OBJECTS AND REASONS

In order to control the activities of Non-Banking Financial Companies in the State and to
protect the interests of the depositors in these companies, the State Government has enacted
“The Himachal Pradesh Protection of Interests of Depositors (in Financial Establishments) Act,
1999 (Act No.19 of 2000)”. The Reserve Bank of India had recommended some more provisions to
be incorporated in the Act ibid. Accordingly, the Himachal Pradesh Protection of Interests of
Depositors (in Financial Estabilishments) Amendment Bill, 2016 (Bill No.4 of 2016) was passed by
the State Legislative Assembly on 05-04-2016. The Amendment Bill was sent to the Ministry of
Home Affairs, Government of India, New Delhi, through Governor for the assent of the Hon’ble
President of India. The Ministry of Home Affairs and Ministry of Finance, Government of India
proposed changes in some clauses of the Bill. To incorporate the suggested changes, some
amendments need to be carried out in the clauses of the Amendment Bill, 2016, and thus a new
Amendment Bill is being introduced in the Legislative Assembly. These recommendations were
examined and it is felt that the incorporation of these new provisions would help to remove certain
infirmities in the existing legislation and make it more deterrent and effective against the fraudulent
practices of certain Non-Banking Financial Companies. The proposed changes in Law will help to
protect the interest of depositors in an effective manner. This has necessitated amendments in the
Act ibid.

This Bill seeks to achieve the aforesaid objectives.

(JAI RAM THAKUR)
Chief Minister.
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