
 

 

 

SEMINAR ON 

 

 

The Banning of unregulated Deposit Scheme Ordinance 2019 

 

 

 

1st March, 2019 

 

 

At 

 

6 Lyons Range,  3rd Floor, Unit-2 

Kolkata-700 001 

 

 

 

 

 

 

Organized by 

ACAE Chartered Accountants’ Study Circle- EIRC 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

RKRR & Associates  Unregulated Deposits- ACAE – by CA RK Patodia  1st March,2019  

The BANNING OF UNREGULATED DEPOSIT SCHEME ORDINANCE 2019- A SNAPSHOT 
 

1. Ever since the said ordinance was promulgated on 13th February 2019, the social 
media in the form of WhatsApp and twitter was flooded with the messages about the 
difficulties which will be faced by the Businessman in complying with the ordinance. 
Even the newspaper came out with its own explanation. However, a fine print of the 
reading of the Ordinance will reveal the truth as to how this ordinance came to be 
notified. 

2. The preamble of the ordinance reads as follows:-= 
 
an ordinance to provide for a comprehensive mechanism to ban the unregulated 
deposit schemes and to protect the interest of depositors and for matters connected 
therewith or incidental thereto.  

 
3. In this regard, it is important to note that the Ordinance deals with two important 

terminology i.e., 
 
I) Regulated deposit schemes 
II) Unregulated deposit schemes 
 
At the outset, it may be noted that it is only the unregulated deposit scheme(UDS) 
that is covered within the ambit and scope of this ordinance and those deposits which 
are already regulated are not covered. 

 
4. Also it is important to note that prior to notifying this ordinance , a standing 

committee of the Parliament under the chairmanship of Dr Veerappa Moily with 
members from Lok Sabha and Rajya Sabha submitted a report in the month of January 
2019. The committee noted in its report in Para 1.2 that there have been violations by 
the companies as well as unincorporated bodies of the regulations already in place in 
the Reserve Bank of India Act, 1934. The committee recommended this Bill to deal 
with the menace  of unregulated deposit which will enable a central legislation with a 
central Data Bank and central agency to deal with the defaults.  
 

5. In this regard , the following three judgements are important:- 
 
a) State of West Bengal & Ors Vs Swapan Kumar Guha & Ors (1982) 1 SCC 561(SC) 
b) T Velayudhan Achari & another Vs Union of India and others (1993) 2 SCC 582(SC) 
c) Bhavesh D Parish & Ors Vs Union of India and another (2000) 5 SCC 471(SC) 
 
The case of Swapan Kumar Guha also known as Sanchita case which laid the roadmap 
for the enactment of Section 45-S by the Banking Laws(Amendment) Act, 1983 in the 
RBI Act 1934, dealt with the meaning of the term “scheme” as follows:- 
 
A scheme according to the dictionary meaning of that word, is a carefully arranged 
and systematic proramme of action, a systematic plan for attaining some object , a 
project , a system of corelated things. The systematic programme has to be a 
consensual arrangement between two or more persons under which , the subscriber 
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agrees to advance or lend money on promise of being paid more money on the 
happening of any event or contingency relative or applicable to the enrolment of 
members into the programme. Reciprocally the person who promotes or conducts the 
programme promises , on receipt of an advance or loan, to pay more money on the 
happening of such event or contingency. 

 
 

6. A glance at the definition of Unregulated deposit scheme (UDS) is defined in Section 
2(17) as follows:- 
 
Unregulated deposit scheme(UDS) means a scheme or an arrangement under which 
deposits are accepted or solicited by any deposit taker by way of business and which 
is not a regulated deposit scheme, as specified under Column (3) of the First Schedule. 
 
Also Section 3 of the ordinance says that on and from the date of commencement of 
this ordinance, the unregulated deposit scheme shall be banned and no deposit taker 
shall directly or indirectly promote, operate, issue any advertisement soliciting 
participating or enrolment in or accept deposits in pursuance of an unregulated 
deposit scheme. 

 
7. This what is banned as per the Ordinance is only UDS and nothing else. It is also to be 

noted that even before this Ordinance came into being, there were regulated deposit 
scheme as specified in the First Schedule of this ordinance and they are not covered 
by this ordinance. Also there are regulations in place in the Reserve Bank of India Act, 
1934 in this regard. 
 

8. In a nutshell , unless the deposit which is accepted is in pursuance to a scheme or 
arrangement by way of business, the same is not banned. There are several specific 
cases which have been given or specified as being not covered within the definition of 
deposit but they are not limited. 



          
 
THANK YOU 

 

-By CA Ramesh Kumar Patodia 
 

(ramesh.patodia@rkrr.in) 
 
 

[Disclaimer: The analysis in this booklet is solely for information 

purposes. We are not offering it as a legal, accounting or other 

professional service advice. While best efforts have been made 

in this preparation, we assume no liabilities of any kind with 

respect to the accuracy or completeness of the contents, and 

specifically disclaim from any loss caused, is alleged to have 

been caused directly or indirectly by the information contained 

herein. Readers are advised to take expert opinion. 
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