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Securities and Insurance Laws (Amendment and Validation)
Ordinance, 2010
(3 of 2010")

Promulgated by the President in the Sixty-first Year of the Republic of India.

An Ordinance further to amend the Reserve Bank of India Act, 1934, the Insurance
Act, 1938, the Securities Contracts (Regulation) Act, 1956 and the Securities and
Exchange Board of India Act, 1992;

Whereas Parliament is not in session and the President is satisfied that circumstances
exist which render it necessary for her to take immediate action;

Now, therefore, in exercise of the powers conferred by clause (1) of article 123 of the
Constitution, the President is pleased to promulgate the following Ordinance:—

CHAPTER |
Preliminary

Short title and commencement.

1. (1) This Ordinance may be called the Securities and Insurance Laws (Amendment
and Validation) Ordinance, 2010.

(2) It shall come into force at once.

CHAPTER 11
Amendment to the Reserve Bank of India Act, 1934

Insertion of new Chapter I11E in Act 2 of 1934.

2. After Chapter HID of the Reserve Bank of India Act, 1934, the following Chapter
shall be inserted, namely:—

"CHAPTER lIIE
Joint Mechanism
Joint Mechanism.

45Y. (1) Notwithstanding anything contained in this Act or the Securities and
Exchange Board of India Act, 1992 (15 of 1992) or any other law for the time being
in force, if any difference of opinion arises as to whether—
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(i) any instrument, being derivative referred to in clause (a) or money market
instrument referred to in clause (b) or repo referred to in clause (c) or reverse repo
referred to in clause (d) or securities referred to in clause (e) of section 45U of this
Act; or

(if) any instrument, being policy of life insurance under the Insurance Act, 1938 (4 of
1938), or the rules or regulations made thereunder, or, scrips or any other securities
referred to in sub-clauses (i), (ia), (ib), (ic), (id), (ie), (ii), (iia) and (iii) of clause (h)
section 2 of the Securities Contract (Regulation) Act, 1956 (42 of 1956),

is hybrid or composite instrument, having a component of money market investment
or securities market instrument or a component of insurance or any other instrument
referred to in clause (i) or clause (ii) and falls within the jurisdiction of the Reserve
Bank of India or the Securities and Exchange Board of India established under section
3 of the Securities and Exchange Board of India Act, 1992 (15 of 1992) or the
Insurance Regulatory and Development Authority established under section 3 of the
Insurance Regulatory and Development Authority Act, 1999 (41 of 1999) or the
Pension Fund Regulatory and Development Authority constituted by the Resolution
of the Government of India number F.No. 1(6)2007-PR, dated the 14th November,
2008 or the Central Government, such difference of opinion shall be referred to a
Joint Committee consisting of the following, namely:—

(a)the Union Finance Minister - ex officio Chairperson;
(b)the Governor, Reserve Bank of India - ex officio Member;

(c) the Finance Secretary in the Ministry of Finance, Government of India - ex officio
Member;

(d) the Secretary (Financial Services) in the Ministry of Finance, Government of India
- ex officio Member;

(e) the Chairperson, Insurance Regulatory and Development Authority  ex officio
Member;

(f) the Chairman, Securities and Exchange Board of India - ex officio Member;

(9) the Chairperson, Pension Fund Regulatory and Development Authority - ex officio
Member.

(2) The Secretary (Financial Services) in the Ministry of Finance, Government of
India shall be the convener of the meetings of the Joint Committee referred to in sub-
section (1).

(3) In case of any difference of opinion referred to in sub-section (1), any Member of
the Joint Committee may make a reference to the Joint Committee.

(4) The Joint Committee shall follow such procedure as it may consider expedient and
give, within a period of three months from the date of reference made under sub-
section (3), its decisions thereon to the Central Government.

(5) The decision of the Joint Committee shall be binding on the Reserve Bank of
India, the Securities and Exchange Board of India, the Insurance Regulatory and
Development Authority and the Pension Fund Regulatory and Development
Authority.".
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CHAPTER IlI
Amendment to the Insurance Act, 1938
Amendment of section 2 of Act 4 of 1938.

3. In the Insurance Act, 1938, in section 2, after clause (11), the following
Explanation shall be inserted and shall be deemed to have been inserted with effect
from the 9th day of April, 2010, namely:—

‘Explanation.— For the removal of doubts, it is hereby declared that "life insurance
business” shall include any unit linked insurance policy or scrips or any such
instrument or unit, by whatever name called, which provides a component of
investment and a component of insurance issued by an insurer referred to in clause (9)
of this section.’

CHAPTER IV
Amendment to the Securities Contracts (Regulation) act, 1956
Amendment of section 2 of Act 42 of 1956.

4. In the Securities Contracts (Regulation) Act, 1956, in section 2, in clause (h), after
sub-clause (id), the following Explanation shall be inserted and shall be deemed to
have been inserted with effect from the 9th day of April, 2010, namely:—

‘Explanation.— For the removal of doubts, it is hereby declared that "securities” shall
not include any unit linked insurance policy or scrips or any such instrument or unit,
by whatever named called, which provides a combined benefit risk on the life of the
persons and investment by such persons and issued by an insurer referred to in clause
(9) of section 2 of the Insurance Act, 1938. (4 of 1938)’

CHAPTER V
Amendment to the Securities and Exchange Board of India Act, 1992
Amendment of section 12 of Act 15 of 1992.

5. In the Securities and Exchange Board of India Act, 1992, in section 2, in sub-
section (IB), the following Explanation shall be inserted and shall be deemed to have
been inserted with effect from the 9th day of April, 2010, namely:—

"Explanation.- For the removal of doubts, it is hereby declared that, for the purposes
of this section, a collective investment scheme or mutual fund shall not include any
unit linked insurance policy or scrips or any such instrument or unit, by whatever
name called, which provides a component of investment besides the component of
insurance issued by an insurer.".

CHAPTER VI
Miscellaneous
Validation.

6. Notwithstanding anything contained in any judgment, decree or order of any court,
tribunal or other authority, the provisions of section 2 of the Insurance Act, 1938 (4 of
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1938) or section 2 of the Securities Contracts (Regulation) Act, 1956 (42 of 1956) or
section 12 of the Securities and Exchange Board of India Act, 1992 (15 of 1992), as
amended by this Ordinance, shall have and shall be deemed to always have effect for
all purposes as if the provisions of the said Acts, as amended by this Ordinance, had
been in force at all material times and accordingly any unit linked insurance policy or
scrips or any such instrument or unit, by whatever name called, issued or purported to
have been issued at any time before the 9th day of April, 2010, shall be deemed and
always deemed to have been validly issued and shall not be called in question in any
court of law or other authority solely on the ground that it was issued without a
certificate of registration under any law for the time being in force or without
following any procedure under any law for the time being in force, by an insurer or
any other person.
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CBDT released revised discussion paper on the Draft Direct Taxes
Code

The draft DTC along with the Discussion Paper was released in August,
2009 for public comments. The response from various stakeholders has
been overwhelming and a number of valuable inputs have been received.
CBDT has released the revised Discussion Paper on the draft Direct Taxes
Code (DTC), which is being placed in the public domain to seek responses
on the modified proposals. The major issues which have been addressed
relate to Minimum Alternate Tax (MAT) on gross assets, tax treatment of
savings - Exempt Exempt Tax (EET) vis-a-vis Exempt Exempt Exempt
(EEE) basis, status of Double Tax Avoidance Agreements vis-a-vis the
domestic law, the administration of the General Anti-avoidance Rule
(GAAR), taxation of income from house property on a presumptive basis,
tax treatment of capital gains and tax treatment of non-profit
organizations, etc. The response on the revised Discussion Paper may be
submitted electronically on the website ‘http://finmin.nic.in' or may be
sent to e-mail address ‘'directtaxescode-rev@nic.in' on or before 30th
June, 2010.

For further information please visit http://www.incometaxindia.gov.in.
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Gratuity limit exemption raised to Rs. 10 lakhs
Notification N0.43/2010 dated 11" June, 2010

In exercise of the powers conferred by sub-clause (iii) of Clause (10) of
section 10 of the Income-tax Act, 1961 (43 of 1961), and in supersession
of Ministry of Finance, Department of Revenue, Notification No.S.O. 287
dated the 20™ January, 1999 the Central Government having regard to
the maximum amount of any gratuity payable to employees, hereby
specifies ten lakh rupees as the limit for the purpose of the said sub-
clause in relation to the employees who retire or become incapacitated
prior to such retirement or die on or after the 24" day of May, 2010 or

whose employment is terminated on or after the said date.

For further information please visit http://www.incometaxindia.gov.in.
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