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The following Bill was introduced in the Andhra Pradesh
Legislative Assembly on 3™ September, 2015.

L.A.BILLNO. 20 OF 2015

A BILL FURTHER TO AMEND THE ANDHRA
PRADESH PROTECTION OF DEPOSITORS
OF FINANCIAL ESTABLISHMENTS ACT,
1999. |

Be it enacted by the Legislature of the

State of Andhra Pradesh in the Sixty-sixth year
of the Republic of India as follows:-

1. (1) This Act may be called the Andhra Short title,
Pradesh Protection of Depositors of commiiiﬁiiﬁﬁ
Financial Establishments (Amendment)

Act, 2015.
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Amendment
of

section 2,
Act 17 of
1999,

Act No.1 of
1956.

Act No.18
of 2013,

Act No.10 of
1949,

(2) It extends to the whole of the State of Andhra
Pradesh.

(3) It shall come into force on such date as
the Government, may;, by notification appoint.

2. In the Andhra Pradesh Protection of
Depositors of Financial Establishments Act, 1999,
(hereinafter referred to as the Principal Act), in
section 2,-

(i) in clause (b), after the words “ in any
kind “, the words “or for any service’,
shall be added:;

(i) for clause (c), the following shall be
substituted, namely,-

“(c) “Financial Establishment” means an
individual, an association of individuals, a firm or a
Company registered under the Companies Act, 1956
orthe Companies Act, 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 (c) of section 5 of the Banking
Regulation Act, 1949",

(i)  after clause (f), the following clause shall
be added, namely,-

“(9) “Special Court” means the special court
constituted under section 8"
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3.

(@

For section 3 of the Principal Act, the
following shall be substituted, namely,-

3. Notwithstanding “Attachment of
anything contained in properties on
any other law for the | default of return
time being in force, - of deposit.

Where, upon complaints received from a
number of depositors that any Financial
Establishment defaults 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 ;

Where the Government have reason to
believe that any Financial Establishment is
acting in a calculated manner with an

intention to defraud the depositors, and if
the Government are satisfied that such
Financial Establishment is not likely to
return the deposits or to make payment of
interest or to provide the service, the
Government may, in order to protect the
interest of the depositors of such Financial
Establishment, pass an ad-interim order
attaching the money or other property
alleged to have been procured either in the
name of the Financial Establishment or in
the name of any other person from and out
of the deposits collected by the Financial
Establishment, or if it transpires that such
maoney or other property is not available for
attachment or not sufficient for repayment

Amendment

of

section 3.
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of the deposits, such other property of the
said Financial Establishment or the
promoter, director, partner or manager or
member of the said Financial
Establishment or a person who has
borrowed money from the Financial

Establishment to the extent of his default

- or such other properties of that person in
whose name properties were purchased
from and out of the deposits collected by
the Financial Establishment, as the
Government may think fit and transfer the
control over the said money or property to
the Competent Authority.”.

Amendment 4

: In section 4 of the Principal Act,-
of section 4,

(i) in sub- section (3), for the words “fifteen
days”, the words “thirty days”, shall be
substituted and the following shall be added
at the end of the sub-section, namely,-

“and for a direction to sell the property so
attached by public auction and realize the
sale proceeds.”;

(i) after sub-section (4), the following sub-
sections shall be added, namely,-

“(5) The Competent Authority shall make an
application to the Special court 'having
jurisdiction to try similar cases or deal with
the subject matter pertaining to money or
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property belonging to a Financial
Establishment or any person specified in
section 3 situated within the territorial
jurisdiction of that court for appropriate orders.
(8) For the purpose of crediting and dealing with
the money realized by the Competent
Authority, he shall open an account in any
Scheduled Bank as may be authorized by the

Government”.
5. For section 5 of the Principal Act, the fdrlowing
section shall be substituted, namely, -
5. Notwithstanding anything “Default in
contained in section 3, where repayment of
any Financial Establishment deposits and
defaults the return of the deposit interests honoring

or defaults the payment of the commitment.
interest on the deposit or fails
to return in any kind

or fails to render service for which the deposit have 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 of the affairs of such Financial Establishment
shall on conviction be punished with imprisonment for a
term which may extend to ten years and with fine which
may extend to one lakh rupees and such Financial

Establishment shall also be liable for a fine which may
extend to five lakh rupees.

B-20 F2
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of section 5.
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Insertion of
new sections

5A, 5B and
5C.

Act No.2 of
1974,

6. After section 5 of the Principal Act so -
amended, the following new sections shall be
inserted, namely,-

“«Offence to be 5A. (1) Not withstanding anything
cognizable and contained in the Code of Criminal

1 -
non-bailable. Procedure, 1973,

(a) any offence punishable under this Act is
cognizable.

(b) No person accused of an offence
punishable for offences under section 5 shall
be released on bail or on his own bond unless-

(i) the Public Prosecutor has been given an

opportunity to oppose the application for such
release, and

(ii) where the Public Prosecutor opposes the
application, the court is satisfied that there are
reasonable grounds for believing that he is
not guilty of such offence and that he is not
likely to commit any offence while on bail.

(2) the limitations on granting of bail specified in
clause (b) of sub-section (1) are in addition to
the limitations under the Code of Criminal
Procedure, 1973 or any other law for the time
being in force, on granting of bail.
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T

5B. (1) Every Financial
Report and return by Establishment which
Financial commences
Establishment. or carries on its business as
such in the State of Andhra

Pradesh 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
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its business and financial position, the area of its
investment and the location of the investments of moneys
made by it within and outside State if any, and such other
particulars of moneys made by it within and outside State
if any, and such other particulars as may be prescribed.

(4) Whoever fails to submit report required under
sub-section (2) or fails to furnish return under sub-section
(3) shall be punishable with fine which may extend to
fifty thousand rupees.

5C. (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 Special
Court on payment of the entire amount due to the
depositors with or without interest.

Compounding
of offence.

(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.”.
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/8 In section 6 of the Principle Act -

(i)

(ii)

in sub-section (1), for the words “a District
and Sessions Court as a Special Court”, the
words “one or more special courts for such
area or areas or such case or cases as may
be specified in the notification which shall be
presided by an officer belonging to the Andhra
Pradesh Higher Judicial Service”, shall be
substituted; -

after sub-section(3), the following sub-section

. shall be inserted, namely,-

(iii)

“3A. When trying any case, the Special
Court may also try any offence, other than
an offence specified in section 5, with which
the accused may, under the Code of Criminal
Procedure, 1973, be charged at the same
trial.”

in sub-section (4), after the word “mdney”._
the words “attached or”, shall be inserted;

8. In section 7 of the Principal Act,-

(i)
@)

B-20 F3

in sub-section (1),

after the words “calling upon”, the words
“the said establishment or the said
person”, shall be inserted:

Amendment of

section 6.

Amendment of

section 7.
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(b) after the word “absolute”, the words “and
the properties so attached be sold in public
auction”, shall be added;

(i) in sub-section (2), after the words
“issued”, the following expression shall be
inserted, namely,-

“undef sub-section (1)”

(i) in sub-section (4), after the word
“absolute”, the expression “and direct the
Competent Authority to sell the property so
attached by public auction and realize the
sale proceeds” shall be inserted.

(iv)  in sub-section (6),-

(a)  after the words “the Special Court shall
pass an order”, the expression “within a
period of one hundred and eighty days from
the date of receipt of an application under
sub-section (3) of section 4, either” shall be
inserted;

(b) after the words “or cancelling the ad-
interim order of attachment”, the words “and
then direct the Competent Authority to
sell the property so attached by public
auction and realize the sale proceeds”
shall be added.
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9. After section 7 of the Principal Act, so amended,
the following new section shall be inserted, namely,-

7A. Notwithstanding anything
contained in any other law for the
time being in force, the Special
Court shall pass orders over the

“ Power of Special
Court on interim
attachment.

property under the order of interim attachments passed
by the Government, to make it absolute.”.

10. In the Principal Act, in section 9, for the words
“refrain from passing the order of attachment”, the
expression “refrain from passing the order under sub-
section (6) of section 7" shall be substituted.

1 In section 12 of the Principal Act,-

(i) for the words “appoint an Advocate”, the
words “appoint one or more Advocates”
shall be substituted;

(i) in the marginal heading after the words
“Special Government Pleader”, the words
“for each of the Special Court” shall be
inserted. :
p . In the principal Act, in section16 for the words “any
person”, the words “the Government or the Competent
Authority or an officer or employee of the Government”
shall be substituted.

Insertion of
new section
TA.

Amendment
of section 9.

Amendment
of section 12.

Amendment
of section 16.
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Amendment 13. In section 17 of the principal Act,-
of section 17.

(i) the existing section 17 shall be
re-numbered as 17(1);

(i)  after sub-section (1) so renumbered, the
following sub-section shall be added,
namely;

“(2) Every order made under this section shall
be laid, as soon as may be after it is made,
before the State Legislature”.
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STATEMENT OF OBJECTS AND REASONS

The Andhra Pradesh Protection of Depositors of Financial
Establishments Act, 1999 was enacted mainly to protect the deposits
made by the public in financial establishments. During the course of
implementation of the provisions of the said Act, it is noticed that there
is no provision to attach the monies and properties of those persons
who borrowed monies from the defaulting financial establishments, and
whose debts have been outstanding more than the amount borrowed
from the financial institutions. It is felt that the monies and properties
of those borrowers which were acquired out of the amounts borrowed
from such financial establishments should be recovered. It is also
noticed that in most of the cases, financial establishments are becoming
defaulters because of lending huge monies to the borrowers in collusion
with them, and without obtaining proper and valuable security for the
amounts lent to them. To overcome the aforesaid difficulty and to
recover the monies and properties of those borrowers, and to achieve
the object of protecting the deposits made by public in financial
establishments, it has become necessary to provide a provision for
attachment of the monies and properties of those persons who

borrowed monies from the defaulting financial establishments.

To safeguard the interests of the gullible public who deposit
their hard earned money in the Private Financial Institutions,
Government have felt it necessary to amend the existing Andhra
Pradesh Protection of Depositors of Financial Establishments Act, 1999
(Act No. 17/1999) in a transparent and effective way with wider definition

to the Act. The Amendment to the Act will also help in disposing
B-20 F4
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the financial fraud cases that are pending in the courts for adjudication
quickly, resulting in disposal of illegal assets acquired by the defunct
financial companies and distributing the money among the cheated
public. '

In implementing the Act for the past few years, it has been felt
necessary, to bring in the following changes to the said Act,-

(a) to raise the limit of fifteen days to thirty days within which the
Competent Authority shall complete procedure by amending section 4:
(b) to specify maximum limit of one year within which the Special
- Court shall sell or cause to be sold such movable or immovable
properties attached under the Act by following the procedure as laid
down under the Code of Criminal Procedure, 1973;
(c) to include firm/company established under the companies
Act, 1956 or the companies Act, 2013 within the fold of Financial
Establishments:

(d) the offences under this Act are made cognizable and non-
bailable;

(e) A specific provision for compounding of offences has been
provided;

(f) Financial Establishment has to file Reports and Returns:

(9) To empower the Special Court to pass order over the property
under the order of interim attachment passed by the Government, to
make it absolute.

To achieve the above objects, it has been decided to amend
the said Act, suitably.

This Bill seeks to give effect to the above decisions.

N. CHINARAJAPPA,
Deputy Chief Minister & Minister for Home &
Disaster Management.
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MEMORANDUM REGARDING DELEGATED LEGISLATION

Clauses 1(3), 6, and 13 of the Bill authorize the Government to
issue notification or to make rules in respect of matters specified therein
and generally to carry out the purposes of the Act and such rules so
made or notifications issued which are intended to cover matters mostly
of procedural in nature are to be laid on the Table of the Legislature of

the State and will be subject to any modifications made by the State
Legislature.

The above provisions of the Bill regarding delegated legislation
are thus of normal type and are mainly intended to cover matters of
procedure.

N. CHINARAJAPPA,
Deputy Chief Minister & Minister for Home &
Disaster Management.
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MEMORANDUM UNDER RULE 95 OF THE RULES OF
PROCEDURE AND CONDUCT OF BUSINESS IN THE
ANDHRA PRADESH LEGISLATIVE ASSEMBLY.

The Andhra Pradesh Protection of Depositors of Financial
Establishments (Amendment) Bill, 2015, after it is passed by both the
Houses of the State Legislature may be reserved by the Governor for

the consideration and assent of the President, under article 254 (2) of

the Constitution of India.

N. CHINARAJAPPA,
Deputy Chief Minister & Minister for Home &
Disaster Management.

K. SATYANARAYANA RAO,
Secretary to State Legislature (I/c).
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