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KARNATAKA ACT NO. 16 OF 2025
(First Published in the Karnataka Gazette Extra-ordinary on the 25t% day of March, 2025)

THE KARNATAKA MONEY LENDERS (AMENDMENT) ACT, 2024
(Received the assent of the Governor on the 24t day of March, 2025)

An Act further to amend the Karnataka Money Lenders Act, 1961.

Whereas, it is expedient further to amend the Karnataka Money Lenders Act,
1961 (Karnataka Act 12 of 1962) for the purposes hereinafter appearing;

Be it enacted by the Karnataka State Legislature in the seventy sixth year of
the Republic of India as follows:-

1. Short title and commencement.- (1) This Act may be called the
Karnataka Money Lenders (Amendment) Act, 2025.

(2) It shall come into force at once.

2. Amendment of section 10.- In section 10 of the Karnataka Money
Lenders Act, 1961 (Karnataka Act 12 of 1962) (herein after referred to as the
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Principal Act) for the words “five years” the words “three years” shall be

substituted.

3. Amendment of section 15.- In section 15 of Principal Act, after sub-

section (3), the following sub- sections shall be inserted, namely:-

“(4) The Group B Officer of Revenue Department or Rural Development and
Panchayath Raj Department or Urban Development Department or Town Planning
Department or Woman and Child Development Department or Social Welfare
Department or Minority Welfare Department or Tribal Welfare Department or
Backward Classes Welfare Department shall report if any person is in
contravention of the provisions of this Act and the Karnataka Prohibition of
Charging Exorbitant Interest Act, 2004 (Karnataka Act 14 of 2004) to the
concerned Registrar, Assistant Registrar or any Officer authorized by the State

Government, in this behallf.

(5) The Registrar, the Assistant Registrar or any Officer authorized may on
his own motion or on the report submitted by the Officers referred in sub-section

(1), shall take action under the provisions of this Act.”

4. Insertion of new sections 15 A and 15 B.- After section 15 of the

Principal Act, the following new sections shall be inserted, namely:-

“15-A. Settlement of disputes by Ombudsperson.- The Government shall
by notification appoint an Ombudsperson who can act as a mediator between the
borrower or lender, for settling the disputes. The procedure and guidelines for the

settlement and mediation shall be in the manner as may be prescribed.

15-B. Grievances Redressal Forum.- The Government shall establish
suitable grievance mechanism. The procedure and guidelines for grievance

mechanism shall be in the manner as may be prescribed.”

5. Amendment of section 37.- In section 37 of the Principal Act, in sub-

section (2),-

(a) for the words “six months”, the words “ten years”, shall be substituted,;

and
(b) for the words “one thousand”, the words “five lakh”, shall be substituted.

6. Amendment of section 38.- In section 38 of the Principal Act,-
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(a) for the words “one year”, the words “ten years”, shall be substituted; and
(b) for the words “fifty thousand”, the words “five lakh”, shall be substituted.

7. Insertion of section 38A.- After section 38 of the Principal Act, the

following shall be inserted, namely,-

“38A. Prohibition of using coercive action.- (1) No person shall charge

exorbitant interest on any loan advanced by him.

(2) Money Lender shall not use any coercive action either by himself or by his
agents or by his family members for recovery of money from the debtor and any
form of coercive recovery shall be liable for punishment under the provisions of this
Act and empower the Registering Authority to suspend or cancel the Registration

of such Money Lender as provided under the provisions of this Act.

Explanation: For the purposes of this section, "coercive Action" by a Money

Lender against the debtors include the following, namely:-

(i) exerting pressure or obstructing or using violence to or insulting or
intimidating the debtor or his/her family members, or

(i) persistently following the debtor, his/her family member from place to
place or interfering with any property owned or used by him/her or
depriving him/her of, or hindering him/her in the use of any such
property, or

(iiij frequenting the house or other place where the debtor resides or works,
or carries on business, or happens to be, with an intension of taking
coercive action, or

(iv) using the service of private or outsource or external agencies, criminal
background to negotiate/urging the debtor to make payment using
coercive and undue influence, or

(v) Seeking to take forcibly any document from the debtor which entitles

the debtor to a benefit under any Government programme.”
8. Amendment of section 39.- In section 39 of the Principal Act,-

(a) in clause (a),-
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(i) for the words “with simple imprisonment which may extend to one year”,
the words “with imprisonment which may extend to three years”, shall be

substituted; and

(ii) for the words “fifty thousand rupees”, the words “three lakh”, shall be
substituted.

(b) in clause (b),-

(i) for the words “with simple imprisonment which may extend to two years”,
the words “with imprisonment which may extend to ten years”, shall be

substituted; and

(ii) for the words “one lakh rupees”, the words “five lakh rupees”, shall be

substituted.

By Order and in the name of
the Governor of Karnataka,

(G. SRIDHAR)
Secretary to Government
Department of Parliamentary

Affairs and Legislation
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The above translation of the Karnataka Money Lenders (Amendment) Act,
2025 (Karnataka Act 16 of 2025) shall be authoritative text in Kannada language
under section 6 of the Kannada Language Comprehensive Development Act, 2022

(Karnataka Act 13 of 2023).

THAAWARCHAND GEHLOT
GOVERNOR OF KARANATAKA

By Order and in the name of
the Governor of Karnataka,

G. SRIDHAR
Secretary to Government
Department of Parliamentary
Affairs and Legislation
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