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Chapter 18 Prevention of Money 

Laundering Act, 2002 

18.1 Money Laundering-Meaning 

✓ Clause (p) of sub section (1) of section 2 provides that "money-laundering" has the meaning 

assigned to it in section 3.  

✓ As per section 3, whosoever directly or indirectly attempts to indulge or knowingly assists or 

knowingly is a party or is actually involved in any process or activity connected with the proceeds 

of crime including its concealment, possession, acquisition or use and projecting or claiming it as 

untainted property shall be guilty of offence of money laundering.

✓ According to section 2(u) "proceeds of crime" means any property derived or obtained, directly 

or indirectly, by any person as a result of criminal activity relating to a scheduled offence or the 

value of any such property; 

✓ Meaning of Property As per sec 2(1)(v), "property" means any property or assets of every 

description, whether corporeal or incorporeal, movable or immovable, tangible or intangible and 

includes deeds and instruments evidencing title to, or interest in, such property or assets, wherever 

located. 

✓ Meaning of Payment System-As per Sec 2(1)(rb) "payment system" means a system that 

enables payment to be effected between a payer and a beneficiary, involving clearing, payment or 

settlement service or all of them. 

✓ It includes the systems enabling credit card operations, debit card operations, smart card 

operations, money transfer operations or similar operations; 

✓ The term ‘schedules offences’ has been defined under section 2(y). According to it  "scheduled 

offence" means- 

 (i)  the offences specified under Part A of the Schedule; or

 (ii)   the offences specified under Part B of the Schedule if the total value involved in such offences 

is 1 Crore rupees or more.

 (iii)   the offences specified under Part C of the Schedule.
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Analysis 

Proceeds of crime: - means any property                                 derived/obtained        by  

                                                                                                              Directly/indirectly  

 

 

Any person→ As result of criminal activity relating to               schedule offence    

              

             or value of any such property  

  

                                                                                                                           Means 

 

    

 

 

 

18.2 Penalty for Money Laundering 

According to section 4 of the Prevention of Money Laundering Act, 2002 whoever commits the offence of 

money-laundering shall be punishable with rigorous imprisonment for a term which shall not be less than 

three years but which may extend to seven years and shall also be liable to fine.  

It is also to be noted that where the proceeds of crime involved in money-laundering relates to any offence 

specified under paragraph 2 of Part A of the Schedule, whoever  commits the offence of money-laundering 

shall be punishable with rigorous imprisonment for a term which shall not be less than three years but 

which may extend to ten years.  

 Minimum=3yrs 

Punishable with rigorous imprisonment 

                                                                           Maximum=7yrs 

     

 

 

 

 

18.3 Attachment of Property [Sec 5] 

Where the Director or any other officer has reason to believe, on the basis of material in his possession, 

that-  

(a)  any person is in possession of any proceeds of crime;  

(b)  such person has been charged of having committed a scheduled offence; and  

(c)  such proceeds of crime are likely to be concealed, transferred or dealt with in any manner which may 

result in frustrating any proceedings relating to confiscation of such proceeds of crime under this 

Offences specified 

under part”A” of 

schedule 

Offence specified under 

part”B” of schedule if 

value involved ≥ 1 Crore 

Offence specified in part 

“C” of schedule 

Where proceeds of crime relate to offence 

specified under Para 2 of part A 

Max. Imprisonment will be 10 

yrs 
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Chapter,  

he may, by an order in writing, provisionally attach such property for a period not exceeding 180 days 

from the date of the order, 

Any such order shall cease to have effect on expiry of 180 days or on the date of an order made  

“Provided also that for the purposes of computing the period of one hundred and eighty days, the period 

during which the proceedings under this section is stayed by the High Court, shall be excluded and a 

further period not exceeding thirty days from the date of order of vacation of such stay order shall be 

counted.’’ 

It is to be noted that  any such attachment order shall not be made unless, in relation to an offence 

under-  

(i)  Paragraph 1 of Part A and Part B of the Schedule, a report has been forwarded to a Magistrate; or  

(ii)  Paragraph 2 of Part A of the Schedule, a police report or a complaint has been filed for taking 

cognizance of an offence by the Special Court  

Order shall be Reported 

According to section 5(2), the officer making such order shall forward a copy of the order, along with the 

material in his possession to the Adjudicating Authority, in a sealed envelope, in the manner as may be 

prescribed and such Adjudicating Authority shall keep such order and material for such period as may be 

prescribed. 

Enjoyment of property to continue   

Sub-section (4) provides that provisional attachment of the property shall not prevent the person interested 

in the enjoyment of the immovable property attached under sub-section (1) from such enjoyment. "Person 

interested", in relation to any immovable property, includes all persons claiming or entitled to claim any 

interest in the property. 

Submission of complaint 

Sub-section (5) provides that the officer making order of provisional attachment under sub-section (1) 

shall, within a period of thirty days from such attachment, file a complaint stating the facts of such 

attachment before the Adjudicating Authority. 

Adjudicating Authorities, composition, powers, etc. [Section 6] 

1. The Central Government shall, by notification, appoint an Adjudicating Authority to exercise 

jurisdiction, powers and authority conferred by or under this Act. 
 

2. An Adjudicating Authority shall consist of a Chairperson and two other Members. One Member each 

shall be a person having experience in the field of law, administration, finance or accountancy. 

 

Issue of notice   

Section 8(1) provides that – 

if the Adjudicating Authority has reason to believe that any person has committed an offence under section 

3, it may serve a notice of not less than thirty days on such person calling upon him to indicate the sources 

of his income, earning or assets, out of which or by means of which he has acquired the property attached 

under sub-section (1) of section 5, or, seized under section 17 or section 18 and to show cause why all or 

any of such properties should not be declared to be the properties involved in money-laundering and 

confiscated by the Central Government: 

Where any such property is being held by a person on behalf of any other person, a copy of such notice 

shall also be served upon such other person and where such property is held jointly by more than one 

person, such notice shall be served to all persons holding such property. 
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Decision of the adjudicating authority  

Section 8(2) provides that the Adjudicating Authority shall, incase-  

(a) after considering the reply, if any, to the notice issued under sub-section (1);  

(b) hearing the aggrieved person and the Director or any other officer authorised by him in this behalf; 

and  

(c) taking into account all relevant materials placed on record before him, by an order, record a finding 

whether all or any of the properties referred to in the notice issued under sub-section (1) are involved 

in money-laundering:  

Carry an opinion that any property is involved in money-laundering, he shall, by an order in writing, 

confirm the attachment of the property  

Any such attachment or retention of the seized property or record shall-  

(a) continue during investigation for a period not exceeding ninety days or the pendency of the 

proceedings relating to any scheduled offence before a court; and  

(b) become final after the guilt of the person is proved in the trial court and order of such trial court 

becomes final.  

 

(4) Where the provisional order of attachment has been confirmed, the Director or any other officer 

authorised by him in this behalf shall forthwith take the possession of the property attached under section 5 

or frozen under sub-section (1A) of section 17, in such manner as may be prescribed: 

Provided that if it is not practicable to take possession of a property frozen under sub-section (1A) of 

section 17, the order of confiscation shall have the same effect as if the property had been taken possession 

of. 

(5) Where on conclusion of a trial of an offence under this Act, the Special Court finds that the offence of 

money-laundering has been committed, it shall order that such property involved in the money laundering 

or which has been used for commission of the offence of money-laundering shall stand confiscated to the 

Central Government. 

(6) Where on conclusion of a trial under this Act, the Special Court finds that the offence of money 

laundering has not taken place or the property is not involved in money-laundering, it shall order release of 

such property to the person entitled to receive it. 

(7) Where the trial under this Act cannot be conducted by reason of the death of the accused or the accused 

being declared a proclaimed offender or for any other reason or having commenced but could not be 

concluded, the Special Court shall, on an application moved by the Director or a person claiming to be 

entitled to possession of a property in respect of which an order has been passed under sub-section (3) of 

section 8, pass appropriate orders regarding confiscation or release of the property, as the case may be, 

involved in the offence of money-laundering after having regard to the material before it. 

(8) Where a property stands confiscated to the Central Government under sub-section (5), the Special 

Court, in such manner as may be prescribed, may also direct the Central Government to restore such 

confiscated property or part thereof of a claimant with a legitimate interest in the property, who may have 

suffered a quantifiable loss as a result of the offence of money laundering: 

Provided that the Special Court shall not consider such claim unless it is satisfied that the claimant has 

acted in good faith and has suffered the loss despite having taken all reasonable precautions and is not 

involved in the offence of money laundering 

Provided further that the Special Court may, if it thinks fit, consider the claim of the claimant for the 

purposes of restoration of such properties during the trial of the case in such manner as may be prescribed. 
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Right in property shall vest in Central Government [Section 9]  

• Where an order of confiscation has been made in respect of any property of person, as referred above, 

all the rights and title in such property shall vest absolutely in the Central Government free from all 

encumbrances. 

• Such property shall be managed by the administrator appointed by the Central Government. The 

administrator shall also take such measures, as the Central Government may direct, to dispose of the 

property. [Section 10] 

Analysis

Where director/any other office → on basis of material in possession →has reason to believe 
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least 30days → calling source of his  income/assets, by mean of which he has acquired property attached U/s 

5  

 

  (+) 

 

Also, to show cause why such property should not be declared as property involved in “Money laundering” 

& be confiscated by CG 
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Summary of Section 9  

 

 

 

 

 

 

 

 

 

18.4 Obligations of Banking Companies, Financial Institutions and Intermediaries of 

securities market (Section 12) 

1. Every reporting entity shall— 

(a) maintain a record of all transactions, for a period of five years from the date of cessation of transaction 

between a client and the banking company 

(b) furnish to the Director information relating to such transactions, within the prescribed time; 

(c) verify the identity of its clients in such manner as may be prescribed; 

(d) maintain record of documents evidencing identity of its clients  

2. Every information maintained shall be kept confidential 

18.5 Access to information [Section 12A]

1.  The Director may call for from any reporting entity any of the records referred to in sub-section (1) of 

section 12 and any additional information as he considers necessary for the purposes of this Act. 

2. Every reporting entity shall furnish to the Director such information as may be required by him under 

sub-section (1) within such time and in such manner as he may specify. 

3.  Save as otherwise provided under any law for the time being in force, every information sought by the 

Director under sub-section (1), shall be kept confidential. 

18.6 Powers of Director to impose fine (Section 13) 



Prevention of Money Laundering Act, 2002  Chapter 18 

180 

(1) The Director may, either of his own motion or on an application made by any authority, officer or 

person, call fix or records and may make such inquiry or cause such inquiry to be made, as he thinks fit. 

(2) If the Director, in the course of any inquiry, finds that a banking company, financial institution or an 

intermediary or any of its officers has failed to comply with the provisions contained in section 12, then, he 

may, by an order, levy a fine on such banking company or financial institution or intermediary which 

shall not be less than ten thousand rupees but may extend to one lakh rupees for each failure. 

(3) The Director shall forward a copy of the order passed to every banking company, financial institution or 

intermediary or person who is a party to the proceedings under that sub-section. 

18.7 No civil or criminal proceedings against reporting entity, its directors and 

employees in certain cases [Section 14] 

• This section gives immunity to reporting entity, its directors and employees etc., against civil or 

criminal proceedings for furnishing information under clause (b) of sub-section (1) of section 12. 

According to the section, the reporting entity, its directors and employees shall not be liable to any civil 

or criminal proceedings against them for furnishing information under clause (b) of sub-section (1) of 

section 12.

 

18.8 Procedure and manner of furnishing information by reporting entities [Section 

15] 

It provides for prescribing the procedure and manner of furnishing information by reporting entities. The 

Central Government may, in consultation with the Reserve Bank of India, prescribe the procedure and the 

manner of maintaining and furnishing information under sub-section (1) of section 12 for the purpose of 

implementing the provisions of this Act. 

18.9 Search and seizure. [ Sec 17] 

(1) Where the Director or any other officer on the basis of information in his possession, has reason to 

believe that any person— 

(i) has committed any act which constitutes money-laundering, or 

(ii) is in possession of any proceeds of crime involved in money-laundering, or 

(iii) is in possession of any records relating to money-laundering,  

then, subject to the rules made in this behalf, he may authorize any officer to— 

(a)  enter and search any building, place, vessel, vehicle or aircraft where he has reason to suspect that such 

records or proceeds of crime are kept; 

(b)  break open the lock of any door, box, locker, safe or almirah for exercising the powers conferred by 

clause (a) where the keys thereof are not available; 

(c)  seize any record or property found as a result of such search; 

(d)  place marks of identification on such record; 

(e)  make a note or an inventory of such record or property; 

(f)  examine on oath any person, who is found to be in possession or control of any record or property 

Provided that no search shall be conducted unless, in relation to the scheduled offence, a report has been 
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forwarded to a Magistrate  

(2) The authority, shall immediately after search and seizure, forward a copy of the reasons along with 

material in his possession, to the Adjudicating Authority in a sealed envelope, in the manner, as may be 

prescribed and such Adjudicating Authority shall keep such reasons and material for such period, as may be 

prescribed. 

(3) Where an authority, is satisfied that any evidence shall be or is likely to be concealed or tampered with, 

he may, for reasons to be recorded in writing, enter and search the building or place where such evidence is 

located and seize that evidence:  

(4) The authority, seizing any record or property under this section shall, within a period of thirty days from 

such seizure, file an application, requesting for retention of such record or property, before the Adjudicating 

Authority. 

Code for Sec 17 
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18.10 Constitution of Appellate Tribunal [Section 25] 

Section 25 of the Prevention of Money Laundering Act, 2002 empowers the Central Government to 

establish an Appellate Tribunal to hear appeal against order of the Adjudicating Authority and other 

authorities under the Act. 

18.11 Appeals to Appellate Tribunal [Section 26] 

(1) Director or any person aggrieved by an order made by the Adjudicating Authority under this Act, may 

prefer an appeal to the Appellate Tribunal. 

 

(2) Any banking company, financial institution or intermediary aggrieved by any order of the Director, may 

prefer an appeal to the Appellate Tribunal. 

 

(3) Every appeal preferred shall be filed within a period of forty-five days from the date on which a 

copy of the order made by the Adjudicating Authority or Director is received and it shall be in such 

form and be accompanied by such fee as may be prescribed:  

Provided that the Appellate Tribunal may after giving an opportunity of being heard entertain an appeal 

after the expiry of the said period of forty-five days if it is satisfied that there was sufficient cause for not 

filing it within that period. 

 

(4) Appellate Tribunal may, after giving the parties to the appeal an opportunity of being heard, pass such 

orders thereon as it thinks fit, confirming, modifying or setting aside the order appealed against. 

 

(5) The Appellate Tribunal shall send a copy of every order made by it to the parties to the appeal and to the 

concerned Adjudicating Authority or the Director, as the case may be. 

 

(6) The appeal filed before the Appellate Tribunal shall be dealt with by it as expeditiously as possible and 

endeavour shall be made by it to dispose of the appeal finally within six months from the date of filing of 

the appeal. 

Analysis of Sec 26
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18.12 Procedures & Powers of the Appellate Tribunal [Section 35] 

1. The Appellate Tribunal shall not be bound by the procedure laid down by the Code of Civil Procedure, 

1908, but shall be guided by the principles of natural justice and, subject to the other provisions of this Act, 

the Appellate Tribunal shall have powers to regulate its own procedure. 

 

2. The Appellate Tribunal shall have, for the purposes of discharging its functions under this Act, the same 

powers as are vested in a civil court under the Code of Civil Procedure, 1908 while trying a suit, in respect 

of the following matters, namely: - 

(a)  summoning and enforcing the attendance of any person and examining him on oath; 

(b)  requiring the discovery and production of documents; 

(c) receiving evidence on affidavits; 

(d)  issuing commissions for the examination of witnesses or documents; 

 

3. An order made by the Appellate Tribunal under this Act shall be executable by the Appellate Tribunal as 

a decree of civil court and, for this purpose, the Appellate Tribunal shall have all the powers of a civil 

court. 

 

4. The Appellate Tribunal may transmit any order made by it to a civil court having local jurisdiction and 

such civil court shall execute the order as if it were a decree made by that court. 

 

5. All proceedings before the Appellate Tribunal shall be deemed to be judicial proceedings within the 

meaning of the Indian Penal Code and the Appellate Tribunal shall be deemed to be a civil court for the 

purposes of the Code of Criminal Procedure, 1973. 

Analysis of Sec 35
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18.13 Decision to be by majority [Section 38] 

If the Members of a Bench consisting of two Members differ in opinion on any point, they shall state the 

point or points on which they differ, and make a reference to the Chairman who shall either hear the point 

or points himself or refer the case for hearing on such point or points by third Member of the Appellate 

Tribunal and such point or points shall be decided according to the opinion of the majority of the Members 

of the Appellate Tribunal who have heard the case, including those who first heard it. 

18.14 Civil court not to have jurisdiction [Section 41] 

No civil court shall have jurisdiction to entertain any suit or proceeding in respect of any matter which the 

Director, an Adjudicating Authority or the Appellate Tribunal is empowered by or under this Act to 

determine and no injunction shall be granted by any court or other authority in respect of any action taken 

or to be taken in pursuance of any power conferred by or under this Act.

18.15 Appeal to High Court [Sec 42] 

Any person aggrieved by any decision or order of the Appellate Tribunal may file an appeal to the High 

Court within sixty days from the date of communication of the decision or order of the Appellate 

Tribunal to him 

Provided that the High Court may, if it is satisfied that the appellant was prevented by sufficient cause from 

filing the appeal within the said period, allow it to be filed within a further period not exceeding sixty days.  

Explanation. —For the purposes of this section, "High Court" means— 
 

(i) The High Court within the jurisdiction of which the aggrieved party ordinarily resides or carries on 

business or personally works for gain; and 

(ii) Where the Central Government is the aggrieved party, the High Court within the jurisdiction of which 

the respondent, or in a case where there are more than one respondent, any of the respondents, 

ordinarily resides or carries on business or personally works for gain. 

18.16 Trials in Special Court [Sec 43- 47] 

Sections 43 – 47 deals with provision relating to Special Courts. Section 43 empowers the Central 

Government (in consultation with  the  Chief  Justice  of  the  High  Court)  for  trial  of offence of money 

laundering, to notify one or more Courts of Sessions as Special Court or Special Courts for such area or 

areas or for such cases or class or group of cases as may be specified in the notification to this effect. 

Section 44 clearly provides for the offences triable by Special Courts.   

It overrides the provisions of  the  Code  of  Criminal  Procedure,  1973  and provides that – 

(i)  the scheduled offence and the offence punishable under section 4 shall be triable only by the Special 

Court constituted for the area in which the offence has been committed; 

(ii)  a Special Court may, upon a complaint made by an authority authorised in this behalf under this Act 

take cognizance of the offence for which the accused is committed to it for trial. The requirement of 

police report of the facts which constitute an offence under this Act is no more applicable. 
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18.17 Offences under the Act shall be cognizable and non –bailable [Sec 45] 

Section 45 of the Prevention of Money Laundering Act, 2002, provides that the offences under the Act shall 

be cognizable and non-bailable. Notwithstanding anything contained in the Code of Criminal Procedure, 

1973, no person accused of an offence under this Act 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. 

In case of any person who is under the age of 16 years or in case of a woman or in case of a sick or infirm 

person or is accused either on his own or along with other co-accused of money-laundering a sum of less 

than one crore rupees, the Special Court can direct the release of such person on bail. 

18.18 Application of Code of Criminal Procedure, 1973 to proceedings before Special 

Court [Section 46]

1. It provides that the provisions of the Code of Criminal Procedure, 1973 (including the provisions as to 

bails or bonds) shall apply to the proceedings before a Special Court and the Special Court shall be deemed 

to be a Court of Session and the persons conducting the prosecution before the Special Court, shall be 

deemed to be a Public Prosecutor. 

 

However, the Central Government may also appoint for any case or class or group of cases a Special Public 

Prosecutor. 

 

2. A person shall not be qualified to be appointed as a Public Prosecutor or a Special Public Prosecutor 

under this section unless he has been in practice as an Advocate for not less than 7 years, under the Union 

or a State, requiring special knowledge of law. 

 

3. Every person appointed as a Public Prosecutor or a Special Public Prosecutor under this section shall be 

deemed to be a Public Prosecutor within the meaning of clause (u) of section 2 of the Code of Criminal 

Procedure, 1973 and the provisions of that Code shall have effect accordingly.

18.19 Definitions

“Corresponding law” means any law of any foreign country corresponding to any of the provisions of this 

Act or dealing with offences in that country corresponding to any of the scheduled offences 

 

“Offence of cross border implications”, means—  

(i) any conduct by a person at a place outside India which constitutes an offence at that place and which 

would have constituted an offence specified in Part A, Part B or Part C of the Schedule, had it been 

committed in India and if such person transfers in any manner the proceeds of such conduct or part thereof 

to India; or  
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(ii) any offence specified in Part A, Part B or Part C of the Schedule which has been committed in India 

and the proceeds of crime, or part thereof have been transferred to a place outside India or any attempt has 

been made to transfer the proceeds of crime, or part thereof from India to a place outside India. 

Explanation. —Nothing contained in this clause shall adversely affect any investigation, enquiry, trial or 

proceeding before any authority in respect of the offences specified in Part A or Part B of the Schedule to 

the Act 

 

According to section 55, unless the context otherwise requires- 

“Contracting State” means any country or place outside India in respect of which arrangements have been 

made by the Central Government with the Government of such country through a treaty or otherwise; 

18.20 Agreements with foreign countries [Section 56] 

1. The Central Government may enter into an agreement with the Government of any country outside 

India for— 

(a)  enforcing the provisions of this Act; 

(b)  exchange of information for the prevention of any offence under this Act or under the corresponding 

law in force in that country or investigation of cases relating to any offence under this Act, 

and may, by notification in the Official Gazette, make such provisions as may be necessary for 

implementing the agreement. 

2. The Central Government may, by notification in the Official Gazette, direct that the application of this 

Chapter in relation to a contracting State with which reciprocal arrangements have been made, shall be 

subject to such conditions, exceptions or qualifications as are specified in the said notification. 

18.21 Letter of request to a contracting State in certain cases [Section 57]

1. If, in the course of an investigation into an offence or other proceedings under this Act,  

• An application is made to a Special Court by the Investigating Officer or any officer superior in rank to 

the Investigating Officer  

• that any evidence is required in connection with investigation into an offence or proceedings under this 

Act and  

• he is of the opinion that such evidence may be available in any place in a contracting State, and the 

Special Court, on being satisfied that such evidence is required in connection with the investigation into 

an offence or proceedings under this Act,  

• may issue a letter of request to a court or an authority in the contracting State competent to deal with 

such request to- 

 (i) examine facts and circumstances of the case, 

 (ii) take such steps as the Special Court may specify in such letter of request, and 

 (iii)  forward all the evidence so taken or collected to the Special Court issuing such letter of request. 

2. The letter of request shall be transmitted in such manner as the Central Government may specify in this 

behalf. 

3. Every statement recorded or document or thing received shall be deemed to be the evidence collected 

during the course of investigation.
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18.22 Assistance to a contracting State in certain cases [Section 58]

Where a letter of request is received by the Central Government from a court or authority in a contracting 

State requesting for investigation into an offence or proceedings under this Act and forwarding to such 

court or authority any evidence connected therewith, the Central Government may forward such letter of 

request to the Special Court or to any authority under the Act as it thinks fit for execution of such request in 

accordance with the provisions of this Act or, as the case may be, any other law for the time being in force.

18.23 Punishment for vexatious search [Section 62]

Any authority or officer exercising powers under this Act or any rules made thereunder, who, without 

reasons recorded in writing, - 

(a) searches or causes to be searched any building or place; or 

(b) detains or searches or arrests any person, 

shall for every such offence be liable on conviction for imprisonment for a term which may extend to two 

years or fine which may extend to fifty thousand rupees or both.

18.24 Punishment for false information or failure to give information, etc. [Section 

63]

1. Any person willfully and maliciously giving false information and so causing an arrest or a search to be 

made under this Act shall on conviction be liable for imprisonment for a term which may extend to two 

years or with fine which may extend to fifty thousand rupees or both. 

 

2. If any person,- 

(a)  being legally bound to state the truth of any matter relating to an offence under section 3, refuses to 

answer any question put to him by an authority in the exercise of its powers under this Act; or 

(b)  refuses to sign any statement made by him in the course of any proceedings under this Act, which an 

authority may legally require to sign; or 

(c)  to whom a summon is issued under section 50 either to attend to give evidence or produce books of 

account or other documents at a certain place and time, omits to attend or produce books of account or 

documents at the place or time, 

he shall pay, by way of penalty, a sum which shall not be less than 500 rupees but which may extend to 

10,000 rupees for each such default or failure. 

3. No order under this section shall be passed by an authority unless the person on whom the penalty is 

proposed to be imposed is given an opportunity of being heard in the matter by such authority. 

 

4. A person who intentionally disobeys any direction issued under section 50 shall also be liable to be 

proceeded against under the Indian Penal Code.

18.25 Disclosure of Information [Section 66] 

(1) The Director or any other authority specified by him by a general or special order in this behalf may 
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furnish or cause to be furnished to- 

• any officer, authority or body performing any functions under any law relating to imposition of any 

tax, duty or cess or to dealings in foreign exchange, or prevention of illicit traffic in the narcotic 

drugs and psychotropic substances under the Narcotic Drugs and Psychotropic Substances Act, 

1985 or 

such other officer, authority or body performing functions under any other law as the Central 

Government may, specify by notification in the Official Gazette in this behalf, any information 

received or obtained by such Director or any other authority, specified by him in the performance 

of their functions under this Act, as may, in the opinion of the Director or the other authority so 

specified by him, be necessary for the purpose of the officer, authority or body specified in clause 

(i) or clause (ii) to perform his or its functions under that law.

(2) If the Director or other authority as above is of the opinion, on the basis of information or material in 

his possession, that the provisions of any other law for the time being in force are contravened, then the 

Director or such other authority shall share the information with the concerned agency for necessary action.

Analysis of Sec 66

18.26 Offences by companies [Section 70]

1. Where a person committing a contravention of any of the provisions of this Act or of any rule, direction 

or order made thereunder is a company, every person who, at the time the contravention was committed, 

was in charge of and was responsible to the company, for the conduct of the business of the company as 

well as the company, shall be deemed to be guilty of the contravention and shall be liable to be proceeded 

against and punished accordingly. 

Nothing contained in this sub-section shall render any such person liable to punishment if he proves that 

the contravention took place without his knowledge or that he exercised all due diligence to prevent such 

contravention. 

 

2. where a contravention of any of the provisions of this Act or of any rule, direction or order made 

thereunder has been committed by a company and it is proved that the contravention has taken place with 

the consent or connivance of, or is attributable to any neglect on the part of any director, manager, secretary 

or other officer of any company, such director, manager, secretary or other officer shall also be deemed to 
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be guilty of the contravention and shall be liable to be proceeded against and punished accordingly. 

Explanation 1- For the purposes of this section, 

(i) “Company” means any body corporate and includes a firm or other association of individuals; and 

(ii) “Director”, in relation to a firm, means a partner in the firm. 

Explanation 2- For the removal of doubts, it is hereby clarified that a company may be prosecuted, 

notwithstanding whether the prosecution or conviction of any legal juridical person shall be contingent on 

the prosecution or conviction of any individual.

Analysis of Sec 70

18.27 Act to have overriding effect [Section 71] 

The provisions of this Act shall have effect notwithstanding anything inconsistent therewith contained in 

any other law for the time being in force. 

 

18.28 Continuation of proceedings in the event of death or insolvency [Section 72] 

1. Where- 
 

(a) any property of a person has been attached under section 8 and no appeal against the order attaching 

such property has been preferred; or 

(b) any appeal has been preferred to the Appellate Tribunal, and- 

(i)  in a case referred to in clause (a), such person dies or is adjudicated an insolvent before preferring an 

appeal to the Appellate Tribunal; or 

(ii)  in a case referred to in clause (b), such person dies or is adjudicated an insolvent during the pendency 

of the appeal, 

then, it shall be lawful for the legal representatives of such person or the official assignee or the official 

receiver, as the case may be, to prefer an appeal to the Appellate Tribunal or as the case may be, to 

continue the appeal before the Appellate Tribunal, in place of such person and the provisions of section 26 

shall, so far as may be, apply, or continue to apply, to such appeal. 
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2. Where- 

(a)   after passing of a decision or order by the Appellate Tribunal, no appeal has been preferred to the High 

court under section 42; or 

(b)  any such appeal has been preferred to the High Court, then- 

(i)  in a case referred to in clause (a), the person entitled to file the appeal dies or is adjudicated an 

insolvent before preferring an appeal to the High Court, or 

(ii)  in a case referred to in clause (b), the person who had filed the appeal dies or is adjudicated an 

insolvent during the pendency of the appeal before the High Court, 

then, it shall be lawful for the legal representatives of such person, or the official assignee or the official 

receiver, as the case may be, to prefer an appeal to the High Court or to continue the appeal before the High 

Court in place of such person and the provisions of section 42 shall, so far as may be, apply, or continue to 

apply, to such appeal. 

 

3. The powers of the official assignee or the official receiver shall be exercised by him subject to the 

provisions of the Presidency-towns Insolvency Act, 1909 or the Provincial Insolvency Act, 1920, as the 

case may be. 


