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7 >. ; JANCIAL  INSTITUTIONS AMENDMENT ACT, NO. 50 OF 1986 

1. 	 A t t e n t i o n  i s  drawn t o  t h e  amendments t o  t h e  P e n s i o n  Funds  Act ,  1956,  
( h e r e i n a f t e r  r e f e r r e d  t o  a s  t h e  A c t )  c o n t a i n e d  i n  s e c t i o n s  9 t o  1 3  of  t h e  
F i n a n c i a l  I n s t i t u t i o n s  Amendment Act ,  No. 50 of  1986  ( h e r e i n a f t e r  r e f e r r e d  
'3 a s  t h e  Amendment A c t )  which came i n t o  o p e r a t i o n  on t h e  d a t e  o f  p u b l i c a -
t i o n  of  Government G a z e t t e  No. R10243 o f  28 May 1936.  

2 .  	 The n o r e  i m p o r t a n t  amendments a r e  b r i e f l y  summarised h e r e u n d e r  -

- .  
1.i 	The p u r p o s e  of  t h e  amendment t o  s u b s e c t i o n  ( 7 )  of  s e c t i o n  1 6  o f  t h e  Act i s  

k ?  + u t e n d  t h e  m a t t e r s  on v h i c n  a  v a l u a t o r  must repor :  and  a l s o  t o  s p e c i f y  
m ~ z ep a r t i c u l a r s  i n  t h i s  r e g a r d .  

2 . 2  	The amendment t o  s e c t i o n  1 3  by :he i n s e r t i o n  o f  s u b s e c t i o n  ( 1 A )  o b l i g a t e s  
a f.nd, w i t h i n  t h r e e  months From t h e  d a t e  of  s u b m i t t i n g  a n y  r e t u r n  under  
t i ?  Act which  i n d i c a t e s  t h a t  t h e  fund is not  i n  a f i n a n c i a l l y  sound c o n d i -  
r l o ~ ,t? submi t  a scheme s e t t i n g  oilt t h e  a r r a n g e m e n t s  which have  been made 
o r  x h i c h  a r e  i n t e n d e d  t o  be made i n  o r d e r  t o  b r i n g  t h e  f u n d  i n t o  a f i n a n -
c l ~ l i ysound c o n d i t i o n  toge the :  w i t h  a  r e p o r t  t h e r e o n  by t h e  v a l u a t o r .  

2 .3 .1  	 The amendment t o  s u b s e c t i o n  ( 5 )  of  s e c t i o n  1 9  of  t h e  Act p r o h i b i t s  a  
f u n d ,  a f t e r  t h e  commencement of  t h e  Amendment Act ,  f rom g r a n t i n g  a 
mor tgage  l o a n  t o  a member a t  a lower r a t e  o f  i n t e r e s t  t h a n  t h a t  which 
is f rom t ime  t o  t ime  p r e s c r i b e d  by r e g u l a t i o n  and s t i p u l a t e s  t h a t  t h e  
c a p i t a l  sum s h a l l  be redeemed ove r  a  p e r i o d  no t  e x c e e d i n g  30 y e a r s  i n  
e q u a l  weekly  o r  monthly  i n s t a l m e n t s  which s h a l l  i n c l u d e  i n t e r e s t  on 
t h e  c a p i t a l  amount o u t s t a n d i n g .  

2 .3 .2  	 The amendment t o  p a r a g r a p h  ( c )  of s u b s e c t i o n  ( 5 )  o f  s e c t i o n  1 9  of  t h e  
Ac: r a i s e s  t h e  l i m i t  o f  75% of  t h e  marke t  v a l u e  of  t h e  p r o p e r t y  
a g a i n s t  which a mor tgage  bond may be g r a n t e d  t o  90% of  t h e  market  
v a l u e  of  t h a t  p r o p e r t y .  I n  te rms of t h e  new s u b s e c t i o n  ( C A I ,  t h e  
l a t t e r  p e r c e n t a g e  may be i n c r e a s e d  t o  100% p r o v i d e d  t h a t  t h e  employer 
f t h e  member f u r n i s h e s  t h e  fund wi th  an i r r e v o c a b l e , g u a r a n t e e  i n  .. 
r e s p e c t  of  s o  much of  t h e  l o a n  a s  exceeds  90%. 

2 .3 .3  	 The amendment t o  s u b s e c t i o n  ( 5 8 )  of s e c t i o n  1 9  of  t h e  Akt s t i p u l a t e s  
k h a t  a fund s h a l l  n o t  d i r e c t l y  o r  i n d i r e c t l y ,  a f t e r  commencement of 
t h e  Amendment Ac t ,  g r a n t  a l o a n  t o  a member o r  make a n y  of i t ' s  f u n d s  
a v a i l a b l e ,  w h e t h e r  by way of  an inves tmen t  o r  o t h e r w i s e ,  t o  be u t i -
l i s e d  i n  any manner by t h e  fund o r  someone e l s e  f o r  a l o a n  t o  a men-
h e r  o t h e r  t han  a  l o a n  f o r  t h e  pu rpose  ment ioned i n  p a r a g r a p h  ( a )  of  



s a b s e c t i o n  ( 5 )  and which  c o m p l i e s  w i t h  t h e  p r o v i s i o n s  o f  p a r a g r a p h s  
( b )  an2 ( c )  of t h a t  s u b s e c t i o n .  

2.4 S e c t i o n  32A was i n s e r t e d  i n  t h e  Act t o  a u t h o r i z e  t h e  r s g i s t r a r ,  s u b j e c t  t o  
t h e  c o n s e n t  of t h e  M i n i s t e r  of F i n a n c e ,  t o  p r o h i b i t  a  p a r t i c u l a r  p r a c t i c e  
o r  method of c o n d u c t i n g  b u s i n e s s  a s  an i r r e g u l a r  o r  u n d e s i r a u l e  p r a c t i c e  
o r  u n d e s i r a b l e  method o f  c o n d u c t i n g  b u s i n e s s ,  by way o f  a n o t i c e  i n  t h e  
G a z e t t e ,  f o r  any s p e c i f i e d  c a t e g o r y  of p e n s i o n  fund o r  f o r  a l l  p e n s i o n  
f u n d s .  The p r o c e d u r e  f o r  making such  a d e c l a r a t i o n  i s  a l s o  d e t e r m i n e d  by 
S e c t i o n  32A. 

2 . 5  S s c t i o n  3 7 ( l )  ( f )  of t h e  Act bas  been e x t e n d e d  t o  make f a i l u r e  o f  compl i -  
a n c e  w i t h  t h e  newly i n s e r t e d  s e c t i o n s  32A(2)  and  ( 4 )  o f  t h e  Act a n  o f f e n c e  
and a l s o  t o  i n c r e a s e  t h e  p e n a l t i e s  a p p l i c a b l e  t o  t h e  v a r i o u s  c o n t r a v e n -  
t i o n s  of  t h e  Act. 

3. The amendment t o  s e c t i o n  1 9 ( 5 ) ( b ) ( i i i )  of t h e  Act a l s o  n e c e s s i t a t e d  an 
anendment t o  t h e  R e g u l a t i o n s  p u b l i s h e d  unde r  Government N o t i c e  R.98 i n  
Got lernnent  G a z e t t e  E x t r a o r d i n a r y  No. 162 of  26 J a n u a r y  1962,  a s  amended. 
Consequen t ly  a  new p a r a g r a p h  27 i n  P a r t  V I I  of t h e  R e g u l a t i o n s  was i n s e r -  
t e d  by t h e  u b l i c a t i o n  o f  Government N o t i c e  R.1037 i n  Government G a z e t t e  
No. 10249 o f  28 nay 1986 p r e s c r i b i n g  158 p e r  annum a s  t h e  r a t e  of i n t e r e s t  
f o r  t h e  pu rpose  of  s e c t i o n  1 9 ( 5 ) ( b ) ( i i i )  o f  t h e  Act. 

4 .  I n  view of t h e  amendments made t o  t h e  Act p e n s i o n  f u n d s  a r e  o b l i g e d  ti, 

b r i n g  t h e i r  r u l e s  i n t o  c o n f o r m i t y  w i t h  t h e  p r o v i s i o n s  of  t h e  Act .  

5 .  K i n d l y  ecknowledge r e c e i p t  o f  t h i s  C i r c u l a r  and c o n f i r m  t h a t  a  copy t h e r 9 -  
of was handed t o  your  a u d i t o r  by s i g n i n g  and r e t u r n i n g  t h e  a t t a c h e d  
acknowledgement form t o  t h i s  O f f i c e .  
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( C i r c u l a r  P.F. No. 63 of  A p r i l  1985 was a d d r e s s e d  t o  a l l  s e l f - a d m i n i s t e r e d  
p e n s i o n  f u n d s )  


