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(Act No. 26 of 1970) I 

19th August, 1970. 

AN ACT 

I 
to regulate and'control the business of money-lenders in the i]nion i - territory of Pondicherry. 

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

i follows:- 

Short title, extent and commencement. 

1. (1) This Act may be called the Pondicherry Money-Lenders' 
Act, 1970. 

(2) It extends to the whole of the Union territory of ~ o n d i c h e r r ~ :  
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.+ (3) I t  shall come into force on such 1 date as the Government may, 
by notifibation in the official Gazette, appoint. 

Definitions. , 
' - 

.2. In this Act, unless the context otherwise requires,- \,/ 

(a) "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 Eank 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 
bythe Central Government under section 51 of the Banking 
Regulation Act, 1949 (Ceniral Act 10 of 1949); , 

(b) '6co-operative sosizty" means a society registered or deemed 
to be registered under the Pondicherry Co-operative Societies Act, 
1965 (Act No. 11 of 1965): > 

(c) '.Government" means the Administrator appointed by the 
President under article 239 of the Constitution; 

jd) "Inspector" means an Inspector appointed under section 10; 

(e) '-interest" includes the return to be made over and above . 
whit 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; 

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

' 
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(g) I' loan " means an  advance whether of money or in kind a t  
interest, and includes any transaction whicb the court finds @ 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 with a co- 
operative society; 

(ii) an advance made by a bank o r  a co-operative society or 
an  advance made from a provident fund to which the Provident 
Funds Act, 1925 (Central Act 19 of 1925) applies; 

(iii) an  advance made by Government or by any person 
authorised by Governmst to makeadvapces in their behalf, or by 
any local authority; 

(iv) an advance &de by any auhdrity specified by Govern 
ment by notification; 

(v) an  advance made b o ~ a  fide €iy any person carrying on 
any business, not having f ~ r  its primaty object the lending of 
money, if such loan is advanced in the regular course of such . 
business; 

(vi) an advance inade on the basis of a negotiable instrument- 
as defined in the Negotiable Instruments Act, 1881 (Centyal Act 26 
of 1881) exceeding rupees three thou~and;~ 

(vii) an advance made to its members by any Nidhi O i  

Permanent Fund registered under any law in f x c e  in India; 

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

(ix) an advance made by an agriculkurist to his tenant; 

(h) a person shall be deemed to '' molest " another person if 
he- - 

I 

(i) obstructs or uses violence io,ior intimidates, such other 
person, or 



- (ii) persistently follows such other person from lace to place Ii 1 ;$I 
I bi 

or interferes with any property owned or used by him 1 or deprives ..ill 
him of, or hinders him in the use of, any such proper+, o r .  

(iii) loiters at or near a house o r  other pla& where such 
other person resides, or wgks, or carries on busi~ess,~ or hapsns  
to be, or 

- 
(iv) does any act calculated to an'noy or btimidate the 

(v) moves or acts in a manner which =awes or/ is dllcuIated 
. to cause alarm or dnnger to the person or p ropcd  of such other b~ 

:? i mrson : 0 1 1  

excludes a bank or a co-operative society; 1 

Exp1mation.-Where a person who carries on 
territory the business of advancing and realising loans i 

(j) " notification " means a notification published/ in the Official 
. I$ 

Gazette; 
I ;E I f 

(k) I' prescribed '' means prescribed by rules make under this. 1-? 

I 

Act ; I .  I 
I 1 9 "  I /1 

(I) " principal " in relation to a loan means the ainount actually 

+ 

(m) " Union territory " means the Union ' territory of 
Pondicherry; I 



Money-lender to obtain licence. 

3. (1) No person shall, on and after thk 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. 

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

! . business, whether in theu szme 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 n-toney-lender is a registered firm the licence 

shall be obtained in the firm's name. 

1 (b) Where a moneylender is an  undivided Ilindu 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. 

I 
r 

i , (c) Where a money-leoder 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 hi:; name describing himself as a 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 

. Act 9 of 1932). - 
1 Grant and refusal of licences. 

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

Provided that a person under the age of eighieen jears shall be 
eligible to apply for a licence only through a guardian: 



Provided further that if any pxson acting $ra guardian on behalf 
of a minor applies for and obtains a licence under this Act, such 
guardian shall be subject to all the provisions of this kct as if the licence 
has been granted to himself. 

- .Pa/ 

(2) Every li~ence shall be granted in such form and subject to 8 $ 8  * 1 

such conditions as may be prescribed including conditions as to payment i-S 
of licence fees not exceeding one hundred rupees. 1 .  

!' 

(3) The licsnsing authority may by erder in writing refuse to 
grant a licence if such authority is satisfied- 

(a) that thc applicant has _not complied with the provisioas 
of this Act or the rules made thereunder in respect of an application 
for the grant Of a licence; or 

(b) ' that the applimnt has made wilful default in complying 
with or knowingly acted in contravention of any requirement of 
thls Act; or 

(c) 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 money-lending; or 

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

(iii) been found guilty of an offence under section 11 
or section 13 on two o r .  more occasions; 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. 



(5) Every licence granted under this Act shall, sibject t o  
the provisions of sub-section (7), expire on the last day of 
the year in which it was granted. 

(6) A licence granted under sub-section (2) may be renewed 
from year to year and the provisions af sub-section's (1) to ( 5 )  
shall apply in relation to  the' renewal of a licence as they 
dpply in relation to the grant of a licence. 

(7) If erders refusing to renew a lice3te are not commu- 
a i  cated to money-lender by the liaensing authority before 
the expiry of his current licence, the 'money-lender shall, not- 
withstanding such expiry, be deemed tb have a valid licence 
i l l  orders are received by him on his application for renewal. 

. -- 
- (8) Nothing in this section shall be deemed to disentitle a 
mo~ey-lecder, whose licence has expired or has not been renewed, 
from taking steps to recover any loan advanced during the period 
when the licence was in force. 

.- 

Change of place of business IJ(-,J money-lender. 

5. No money-lender shall change his place of business 
withcut previous notice to the licensing authority and without 
having the addred of the new place ~f business duly endorsed 
on his licence. 

Meney-lenders to exhibit their names over shops. 
, 

6. Evcry mo~ey-lender shall always keep exhibited over 
his shop or place of busiriess his name with the word 
"money-lender" and its equivalent in the regio~al  lapguage. 

Interest and charges allowed to tnoney-lenders. 

7. ( 1 )  Notwithstanding anything contained in the Decree dated 
22nd ~ e ~ t e m b e r ,  1935, no money-lender shall charge interest 
on any loan, at a rate exceeding nine per cent per annum, 
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is not a securcd loan. 

of the loan, as the cass may be. 

(3) The procedure laid down in the ~ d d c  of Civil 
Procedure, 1908 (Central Act 5 of 1908), for the trial c$ suits shall, as 
far as may be, apply to applications under this qction. 

(4) An appeal shall lie from an ordkr passeti by a Court 

- 
Money-iencier to keep books. give receipts, / ete. - I 

9. (1)  Every rnbney-lender shall- I 
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(i) the date of the loan, the amount of the principal 
of the loan, the rate of interest chrged on the loan and 
the nature of security taken, if any; and 

(ii) the amount of every payment receivedby the money- 
0 lender in respect of the' loan, and the d l te  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, 

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 t c  in 
clause {a)- and also the amount which remains outstanding on 
account of the principal and of interest and charge such fee 
therefor as the Government may prescribe: 

Provided that no such statement shall be required to be 
, furnished, to a debtor if he is supplied by the money-lender . 

with a pass book in the prescribed form containing an-upto- 
date account of the money-lender's transactions with the 
debtor; and I 

(d) submit such returns relating to the loans advanced 
by him to the Inspecto< concerned, in such form and at  such 
times as may be prescribed. I 1 

1 

(2) All records or entries made ?n the books, accounts and - i 
1 

documents referred to in sub-section (1) shall be in such i 
language as may be prescribed in respect of any area. I 

- (3) A debtor to whom a statement of acccount has been 1 
I 

furnished under clause (c) of sub-se-qon ( (1) and who fails to 
J P ,  object to the correctness of the account shall not by 

- 8, such failure alone bz deemed to have admitted the correctness 
- of such account. 

-1 Z 



(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 (c) 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 maintained an 
account as required by clause (a) of sub-section (I), he 
shall not be allou~ed his costs. 

(6) If any money-lender fails to give the debtor or his agent a 
receipt as required by clause (6) of sub-section (1) or to furnish on a 
requisition mads under clause (c) of that sub-section a statement of 
account as required therein within one month after such requisition has 
been 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 on any such day. 

Appointment of Inspectors and their powers. 

10. (1) The Government may, by notiffcation, 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 21 of the Indian Penal Code (Central 
Act 45 of 1860). 

(3) (a) (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 condiiions of the licence granted thereunder the business 
of money-lending at any place within the jurisdiction of such Magistrate 



issue a warrant empowering the Inspector 'to enter such place with such 
assistants as he considers necessary and inspect the books, accounts, 
recqrds, files, documents, safes, vaults and bledges in such premises. 

(ii) On receiving the warrant refdrred to in sub-clause (i), the 
Inspector may ,enter the place and idspect the books, accounts, 
records, files, documents, safes, vaults a ~ d  pledges in such premises 
and may take to his office for further investigation such bqoksi 
accounts, records, files and documents as be considers necessary: 

Provided that if the Inspector removes from the predsar any books 
accounts, records,files and documents, he ;shall give to the person io 
charge of the place, a receipt describing the books, accounts, records, 
files and documents so removcd by him : 

I \ 

Provided further that within twenty--four hours of the removal of 
the books, accounts, records, files and docurtlents from the premises, the 
Inspector shaIl 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 suoh Magistrate may ireturn the books, accounts, 
records, files and documents or any of them to the person from whose 
custody they were removed by the Ihspector, after taking from such 
person such security as the Magistrate considers necessary for the pro- 
duction of the 6ooks, accounts, records, files and documents when 
required whether by the Inspector br by thq Court, or may pass such 
other orderk as to their disposal as appear jbst and convenient to the 
Magistrate. 

(b) An Inspector shdl have authority to require any person whose 
testimony he may require regarding any loan or any money-lending busi- 
ness to attend before him or to produce or ,cause to be produced 'a& 
document and to examine such person on bath. 

(4) An Inspector may apply for assistance to an officer-in-charge 
of a police station and take police officers tb acc&mpany and assist tlib 
Inspector in performing his duties under thit Act. 
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loan, or 

ment which may e 
t o  one thousand rupezs or with both. 

money-lender . 
\ 

I 

Cbgnizance of offences. 

this Act or the rules 
made by any prescribed authority. 

rupees or with both. 
I 

conditions of the licence, or 
I 
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t , '  (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 

(c) if the licensee is convicted for an offence under -section 1 1 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 debt. 

I 

1 (2) Before cancelling a licence under sub-section (I), the licensing 

i authority shall give the licensee a 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 sggrieved by an order of the licensing authority 

I 
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 under 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 licerce 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. 

6 
Penalty for carrying on business without licence. 

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

extend to one tho,usand rupess : 
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Provided that a person shall not be deemed to carry on 
the business of money-lending without a lictnce, if he had ceased 
to  carry on the business, of money-lending but was taking steps 
to recover any loan advanczd by him. 

Y 

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 cffender appears in court 
or not on that day, cancelling his licence. 

Transfer of licence to heir. 

19. (1) Where a licensee under this 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. 

(2) Every such application shall be in such form and shall 

r contain such paniculars assmay be prescribed. 

I - (3) 'The iicensing authority may, if he is satisfied that the 
applicant is in fact the legal representative of the deceased and that 
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he is otherwise eligible to a licznce under this Act, transfer the licence 
in the name of the applicant after obtaining from the applicant 
a declaration in the prescribed form. 

C ,  
(4) Any licence transferred under sub-section (3) shall be 

deemed to have been granted to the applicant himslf and shall 
be valid for the psriod for which it would havl: b a n  valid if the limnce 
had not been transferred; and the provisions of this Act shall 
apply accordingly. 

Jurisdiction to try offences. 

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

Contracts not to be void on aqcount of offence. 

21. Where a money-lender is guilty of an offene punishable 
under this Act, any Eontract made by him in relation to his 
business of money-lending shall not b void by reason only of 

1 
that offence nor shall he, by reason only of that offence, lose his 
right to the loan and the interest and other cha,rges, if any, 
payable in respect theroof. 

Power to make rules. 

22. (1) The Government may make rilles to carry out all o r  
any of the purposes of this Act. 

(2) In particular. and without prsjudicc to the generality of the 
foregoing power. such rules may provide for- 

(a) the form and the psrticulars to he contai~ed in an  
application for a liczncp under this Act; 

(b) the terms and conditions subject to which a licence may be 
granted ; 

(c) the form in which books, accounts and documents specified 
in this Act shall be recorded, maintaided, kept or used; 






