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The House re-assembled after lunch at two minutes past two of the
clock,
MR. DEPUTY CHAIRMAN in the Chair.

MR. DEPUTY CHAIRMAN: Yes, Mr. V.P. Singh Badnore to
continue his speech.
SHRI V.P. SINGH BADNORE: Sir, | will start again. Sir, | stand to
support the Securities Laws (Amendment) Bill, 2014. Sir, the SEBI
Act of 1992 was enacted for the establishment of the Securities and
Exchange Board of India with the object of protecting the interests
of the investors in the stock market and promote and regulate the
securities market and matters connected to it. The SEBI has proved
itself to be one of the best capital market regulators in the world. It
has a very important place in the IOSCO, which happens to be the
International Organisation of Capital Market Regulators. | reiterate,
the SEBI enjoys a very good reputation in the regulators of the
world today.

Sir, the capital market throws up new challenges and they
need to be met with confidence so that the belief of investors in the
stock market is reinforced. This amendment Bill has been pending

for some time, and | do commend the Finance Minister that he has



taken the right decision and taken it up with the due importance it
deserves. Sir, this Bill is, in a way, a landmark securities law,
which will empower the regulators to search premises and seize
assets. Now, we have seen that earlier also this recommendation
has come about, but never adhered to. There have been scams
and there have been JPCs, but this is the first time that this is being
done. The watchdog now gets more teeth to tackle the menace of

ponzi schemes and regulate them by framing regulations.

(Contd. by 2C-KLS)
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SHRI V.P. SINGH BADNORE (CONTD): Sir, there is some
scepticism regarding the CIS and the pooling of funds and the
registration under 11 AA (2). People are a little worried about the
ambiguities. They need to be defined so that scepticism is not
there. | feel that those people who are in this business, there is
11(b), which is to review. There should be something as a sunset
clause also. | do not know if 11(b) is actually a sunset clause
because people who want to wind up, must be given a time to do
it. Now, if they are not given that time, then there will a distressed
sale. So, this registration, the 11(a), the 11(b) and the framing of

the regulations and rules must be done. Sir, in the last decade,



there have been a lot of ponzi schemes which have mushroomed all
over the country. Much has been said about ponzi schemes. | was
really wondering what ponzi scheme is. | thought they were con
schemes or other schemes where an investor or somebody gives
them some sort of inducement, you know, so that he makes an
investment which is not real in the sense that if he is given like what
in 1899 Ponzi came about and he defrauded one million by a ponzi
scheme, what he promised then and all these ponzi schemes have
been named after him is 10 per cent every week. If somebody is
given 10 per cent every week, it is not possible. He made a million
dollars out of it but landed himself in jail. A lot of schemes have
come about. But when they are talking about these schemes
which are going to be regulated in the SEBI, they are of hundred
crores. Now | do not know if | can really talk and ask the Finance
Minister because he is Finance Minister and not the 'SEBI' Minister.
Then what happens to the schemes which are smaller in nature,
which do not pool to Rs.100 crores? All this is happening in the
rural areas and where | come from, many, many of them are
floating around. It will be interesting to put to this House that
somebody with a very innovative idea and imagination said, he

bought a land of about 100 bighas. Now he has a land of worth



about 100 bighas and he floated this scheme where he said, 'that
you buy one goat. The goat multiplies very fast, every three month
they give babies. So, he said that 'in one year, there will be ten
babies, and | will be able to give you, if you invest Rs.10,000 in two
goats, hundred per cent back in three years.' He floated this
saying that goats multiply so many times and they give two-three
babies three months or four months in a year, so he will able to
make this. Now, when he came about this, he made crores of
rupees. Now, all these things are there. Who is going to govern
this? How are they going to be governed? There are lots of
gullible people everywhere who fall for such ponzi schemes. But
there are schemes which have been so innovative that what they
have done is they have put insurance along with them.

(Contd by 2D/USY)
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SHRI V.P. SINGH BADNORE (CONTD.): They make a packet and
they sell that packet. Then, it becomes a pyramid scheme with a
lot of people where somebody gets more. This is multi-level
marketing which is going on in the world. There are some countries
that have given a legal stamp also to it. Who is going to regulate
them? How are we really going to ascertain that they are legal or
not? These are also to be looked into.

Having said all this, | would like to come back to the SEBI.
And, when | come back to the SEBI, | have only two things to say.
In the world, there is a great debate going on about regulators.
There are a lot of regulators even in our country. In US also, you
have the FEDEX, you have the SEC. And, there is always a feud as
to who is superior, as to who is the super regulator. In India also,
there is a debate on this. The Financial Stability Board has
recommended an umbrella of regulators and the Unified Financial
Agency (UFA). There was also the Financial Sector Legislative
Reforms Commission, under Shri B.N. Srikrishna. Now, | would
like to ask the hon. Minister what he had thought about it. If you
have so many regulators, do you think there is a requirement of a

super regulator? It should also be ensured that it does not affect



their autonomy as well. Giving them the autonomy who is going to
regulate the regulators is a question which is being raised the world
over. Our Finance Minister is not just a financial man, but he is also
a legal luminary. Somebody, like him, only from outside can
objectively look into how and what needs to be done. The other
most important thing to which nobody, even the most advanced
countries, has really found an answer in the stock market is the
insider trading. It was an Indian, the banker Rajat Gupta, who
went to the US — and it was only BECAUSE OF his 15 minutes' talk
that he was caught, otherwise he was getting away — indulged in
insider trading and had to go to jail. But what can we do? s it
(Time-bell) that the insider trading can be contained? This is the
biggest problem, not just in India, but the world over. If something
could be done in this regard, it will be a good thing.
Thank you very much.

(Ends)
#f T AR HIAY (SR US9) : ITFHINT A8, MM 31 599
9N faerTe R I BT IR ST, 39D folv # 3iTgh! g=idrg
ST Tl WRDHR PV SIx] HNYT IR 318 2 AR & Ahdl § [h
I I YRUIH 312w A1 81| $9Y U8l JUIY ARBR & FHY 41
Y Q-4 IR 3HSHS AT Y| oAldh AT H WY Il gs, g8i 4 1




T B3 31X A AT TS Fa & A ol HEIGd, S oAl fHaer
& SIRY AT A BRIEARI &b SIRY BoiEreT B &, S RIATh
HRATg B BT Dls & NCH g9, SHH a9 DI FeAld o,
AfhT 3T S&H 1 91 Y€ § b 59 THM BT R FNeAl &
qraS[e W T BHR QU H I IfURTE] H, I ISl H BHI IS B,

RS foTQ I8 I g1 A1 71eh fo1g I8 Fener= I 1 ?

(2E/SC-PK TR SIIRY)
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# T PAR HIYY (HAFM) : T 98d IR I3 R I gAY
qG €, 9gd AR 99 AR FIeTdl & 79 IS &1 M dR T 84
IR Y9 H W 99d &, A Yawl ¥ W qud &, 9gd 9RI U4l
IS, 96 g | AgE T8l Bl b 9 IRVREs & Al
IS 8, I9-93 el H 31Tl & IR g1 TaR Bl ©, Al
DI YHIAT BRA DI DR BT ©, PO AR Aol [S@THY

BT B BT AT B! & 3N g I7hT I8 487 g3 9+ 1)

el ST 2, RT3 Il H 37 S &, a9 SH1 3ifha daf &,
d BBl T, U1 81 8| Ferdl| TA1-RTd I AR 379+ T 98 B o<l
g, YT BRITR §¢ HR od © AR SOIRI-ATE] AT, ST 59 SHIG
q ae #Rd & [P 76 U B geIadl B, Id G § Fglad
BN, I daR BT WX BT IGHR §3 V&d ol SUB] I SITG]
THAM, S 91 <@ 8, 98 TG AN DI BT 81 s IR TRIG




JMSHY, ToTd dXIDh] A S T I JYTfad BRd &, SHb TaFhR H 37
ST & 31X YT A 3R STaRTd S99l 39 THM BRI TR
37T U1 o1 <t B, RTTh IR H AT 21 7181 81T fh 9 Iv™e S &
T IFRANES 8, D] e H1 5l SHHT 98 I8 Tha IR
< P I8 AR AN DI ST TS 2l #eled, H A1 #3015t 4
Uh-G1 ol SR ST Dl 3281 YT &l 3 5dD 3 Bl
IS H WY B BT SRIGT 987D 4 SR (61 81 A e &
T 3 <ITATENST & SIRU TR BRA B UfhAT BT S8 Il
2 3N HIgT BT P procedure DT W 3T SAH 3T 1T 8,
AfpsT T 39 RIeH &I, 39 A BT A dRA & folv I
JTBRIST <91 & It UT=di § §HT1T ST ? RAT §7hT faar frer
Tl T A BRN? Had U S8 U, Udh ¥c H $9& o1y
3T T AT BIC I IT Wl T FRAT I ¥ N G P HIgH
I R UTT ATAS A9 TS B H ST <8< g b SHRI IR
BT GHT IR B8l T B BT INIST WGl 27 39 IR ) oSt
1 91 81 Q1 gas) /) T ke b Ran et 1 qui Wy |
WA FIRTT & AR UR (IR B BT SRIGT THRT ARBR BT 87
$Hs IR BT I1d &, s IR GATG AT &, oAb Arvell o
STP! GHIETT e BIH, @I Tl Bl Al by IR ATAMT B
SITgel YEd! &1 1 39 Yoidl &I, Hel Dl Y W wd I U
RN 9 & ®U 9 39 < § WU B3 IR [TOR B2 596




7T 39 IR RIeH Bl M1 g8 & foTU IMUH s 6T TS84 fhaT|
gt e & 3feR B <1, IAD! UG, SHT T UTHY 8, R
Rieed &, fddd qaxg 811, B9 &1 B, fORIR 4 84 98 a@
1 &1 el STqUTfc He81ed, 89 M HILTH 3 I8 S el
o T 9IS &1 T8+ 39 R RIed &1 dglal B & forv fovam T

AN

2, AR HAT ST 31 TR H HUT ST g9 W€ DY [ 39 dle

BT UTHY R 8, 39 dls BT RISH T 8 3R R I9 U0y § I

THTH TSIl T ST QT IT § SI <21 6 3 fG9FI # 381 ST 272
HAAT H RO DI 1 B, REVT I G1d Bl dIs & T H
AT AR AT § 7e=T BRI b ATHY SAREUT Bl AT TR
fraR &= &1 1S vy Jrgafed fovar T 87

(2U - ST O SIRY)
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Y NS AR BT (HAN): $9 W 41 3R By IR A, 1
<3 DI THH BRI Ferfll Sl IR 99 H Bl Al BUSR
AT # 37 T2 T 3R BAR < & AThe & Ager oI [T 2 2
3R 37T [ IS1 B Bls <2 H &I I8 &, d 98 Holl AIe] &
BU ¥ 3{IR I AT H 37 3 8l X8l 81 AN ol &, X < Bl
feram € fob aga W U oSt € ST Wk & Srelrar Geil <3l o
Al Wil BN, Boll AlC dAThY, TAR ST & dR Fgeld Dl
ERISREIEAINNERGI

SURHART ST, | 3P A H I8 ST Bl T Gm
e < ATy AT St QAT UoidISt <, R M\ WRd 99 | 1
HRT A 98X & G2 H Holl AIC BIIHY HRA & JIoTR & AT Bl
fRTS &1 gl ...(A9T &I °92D)... R ITh RIAT® Wl Blg A
HIRIATET DR DT RIECH FAIH H AR SN? $89h IR H 9
TETHRN B ST, A1 H FHIT § [ 98 31<a]1 8l Fabdl o
it SguTafa: 3., I=IaTg|
M TS PR HIAY: IUFHIRT FB15, J3I A1elH & b qH7Y B!
€l g9 T8 8 IR W e T 9T FH 81 AT 81 9gd 9
HHER U € Sl §9-9S I3 o dhR, T9-9$ e oI M & IR
ST9 d 319+ HhAS H HIITT 81 S 8, df <97 DT Wi, qHTST bl ff
9gd 99T loss BIAT §1 980 9N HICTel AN <% H U T, Ul 9gd




ARY BT &b 7 WX U &, Sl H ATTh] & Fhdl gl STAHTIL
HqBIqy, H ATqdh ATEGH | A-1Y JAT Sl I 3TRIY BT fob 377
TS JHTEG AR S H RITEF? ...(AFT DI ). Bdh Hedl
3R Wolars] B+ drel Sl HREART ART 8, 39 U FIH o H

[a W N

JMIh! fohd=T Wi T2, 3w W SR <31, Al 36T 1| I=dIg |

()
SHRI D. BANDYOPADHYAY (WEST BENGAL): Sir, | rise to
support the Bill. This is a three-in-one law. It simultaneously
amends the Securities and Exchange Board of India Act, 1992, the
Securities Contract (Regulation) Act, 1956 and the Depositories
Act, 1996. This is a fairly complicated piece of legislation which
requires a thorough knowledge not only of the laws it seeks to
amend but also the complex functioning of the financial market.

The Securities & Exchange Board of India Act, 1992 was
enacted for the purpose of increasing the confidence of investors.
But, unfortunately, the Act was not implemented in the true spirit.
Inaction on the part of the authorities under the SEBI Act and the
lackadaisical attitude of the authorities under the SEBI Act have
resulted in the Act not being properly implemented. Steps were not

taken against erring stock brokers, sub-stock brokers, share



transfer agents and other intermediary and non-banking institutions
who are actively associated with security market and to refund the
money to the poor investors. In the interplay of sharks of the money
market, they lost out totally.

Chit funds have grown in this country like mushrooms in the
last three or four decades. They have a history, beginning in the
Southern Indian States and then spreading all across the country.
Three or four decades ago, scam involving a company called
Sanchaita came to light in West Bengal. Thousands of families
were ruined but culprits got away. This chit fund menace continued
to grow, unchecked through the 80s and 90s in different names —
cheating unwary investors. Most of these chit funds were not
registered under the SEBI Act for three long decades. These
unregistered chit funds functioned to maximize profits for
themselves, caring nothing for the investors. Investors were left in
the lurch. | would fervently appeal to the Finance Minister to
prevent any further mischief and to protect the general investors
who had been the unfortunate victims of the foul game of the
financial operators in the market.

(Contd. by 29/SKC)
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SHRI D. BANDYOPADHYAY (CONTD.): We are happy that the
Government has come forward to protect unwary investors from
falling victims to the sharks who operate in the money market to
maximize their own gain or their corporate gain at the cost of
investors. Once the Bill becomes an Act, SEBI would have powers
to call for information not only from the people or entities associated
with the securities market, but also from persons who are
apparently not directly associated with the securities market.
Besides, the capital watchdog would get increased powers to
crack the whip on illegal investment schemes. The Bill aims at
protecting investors as well as to curb fraudulent investment
schemes thriving at the expense of poor, innocent investors.

Sir, we are happy to note that to deal with the huge
pendency, special courts would be established for the prosecution
of offences under the Securities law to provide a speedy trial. This
is a welcome feature. To keep the credibility of the SEBI intact, we
would caution the Government not to use its powers to settle any
political score. While appointing the Chairman, the Government
must ensure that the candidate has the highest credibility to have

investors’ confidence.



Sir, in West Bengal, we have a bad and long history of
activities of such chit funds for the last 40 years. This is not a new
phenomenon. The case of Sanchaita is well known. SEBI should
proactively try to control such mushroom growth of chit funds in
whichever name they operate. The Trinamool Congress would
always support any pro-people legislation. But SEBI should not
convert itself into another CBI. The Finance Minister may consider
two observations. One, the opponents of this Bill say that giving
such powers to one body may lead to misuse and make this
legislation draconian. There is a clause to summon anyone not
even directly connected with the matter. However, the pluses in
this Bill far outweigh the few negatives. Secondly, consider an
orderly exit to such schemes, so that small investors are not
inconvenienced. We must do all that it takes to stand by the
smallest investor who looks to us to look after his interest.

(Ends)
MR. DEPUTY CHAIRMAN: Thank you very much for keeping up
the time.
SHRI DEREK O’BRIEN: Sir, he always sticks to the time. He is

always ahead of the times.



MR. DEPUTY CHAIRMAN: Yes, yes. The Trinamool always
adheres to the rules. That is very good! Now, Mr. K.C. Tyagi.
Tyagiji, you may follow the example of Shri Bandyopadhyay.

st bW @FR . W), H 39 vy ¥ 984 <81 TEl §, ST SMTuh!
T8 SIFDHY T~ 81 b H 980 HH T9Y H & 990! AT

G
MR. DEPUTY CHAIRMAN: You are competent to speak on every
subject. You are well-versed in every subject. That is what our

understanding is. ...(Interruptions)...

£l &30 @R ('8 R) : 9%, S 2013 &1 RET {9899 7, 93 S9!
UG &1 AT firelt 7 3iR ST a1 fagraes oman 8, 421 S9a! W Uer
3R @ BT HIdT Al 81 Sl BIC Mawd 8, I7d g dId
gM IRV, I8 SIIGTaR Aewdl &l fdr g1 foo=d &l Ty S
TATIRHC ERIS BTl 2, Bl Aahdll © & 39 [A80® & U9 8 9
Sb fagary &f 98Tell 811 39 399 Ugd $s fdoed 3R Jdi &l
ST A 2, S9hT 7ep fohar o1 b frg arve 9 sifaffadmd &
& €, 3afery § 39T JUIE HRAT §1 - MU SHH S AR Ay
&1 [T &, 39 < A faap I8 & b 3720 H19 & forg 4t fobedt wiverm
DI A TG AYBR < &I, Al SFD | GOUAN DI AHGAY I
TEdl Bl ey O SifdresTRAl @1 Frgfch &1, 7)1 /3t A8leyg 9
Frde 2 fob I7at Faferc! W 81, ITa! Y faferct Wi al |




(LP/2H TR STRY)
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it &. . TR (HATT) : SHBT W1 &I T 1Y b I ARTRY]
& SIRY 399 e 9 $Ig gfayfd "icrer 9 81 Sy, SAfY S
3had UfdAeld US UR &, ITh! SHH oM a2l ol &
QA BU Sl I6TR 8, SHH (IS BT TRIRHS 991 Y2, SHd]
&1 YT 811 H 5T & 1T g1 qHAT Bl g1 U g

et 1 AR T, 59 1T 3T g -9gd g=IdTs|

(FHT=T)
MR. DEPUTY CHAIRMAN: Tyagiji, | think, this is the best speech.

...(Interruptions)...

i} T ITTATA : IUFHIIT SfT, ITHT STgH 8H & QITT|
N STFUTAf : IR ST, T8 A BT YTYT 27|

11 .31, TR : 3R WY oy Aad WRTq &7 27|

SHRI PAUL MANOJ PANDIAN (TAMIL NADU): Sir, the Bill is

brought forward with the object of empowering the Securities and
Exchange Board for the purpose of protecting the interests of
investors in the securities market. Sir, | wish to submit a few issues
with regard to the Bill which may be taken into consideration by the

hon. Minister.



At the outset, Sir, the Bill contains provisions with regard to
search and seizure. Earlier the power was given to the SEBI itself.
But now the power is given to a special court at Mumbai. Sir, |
wish to state that the Bill provides for the establishment of special
courts in all the places of their local jurisdiction where the offences
are committed. However, the same Bill provides for the
establishment of a special court only for the purpose of search and
seizure. The search and seizure is being done by the special court
at Mumbai. If an offence is committed, say, in Andhra Pradesh,
the special court in Andhra Pradesh should be taken cognizance of
the offence; the trial will be conducted on a day-to-day basis. But
this Bill provides that a portion of the power with regard to search
and seizure will be given to a special court at Mumbai. So, when
search and seizure is questioned on the ground of jurisdiction,
Mumbai court has no jurisdiction. When there is a special court to
try the same offence under the same Act, | have my own doubt
whether it will affect the prosecution. That is my first point. Sir,
you know about the RBI Act of 1934. It provides that the power of
search and seizure is given by a Magistrate. Sir, now it provides
that it can be given by a Magistrate or a special court at Mumbai. It

must be within the local limits as provided in the RBI Act, 1934. Sir,



my second point would be: In the Bill, it has been provided that the
trial will be conducted by a Special Public Prosecutor, and the Bill
itself provides that the Public Prosecutor must be appointed in
terms of Section 2(u) of the Code of Criminal Procedure. Sir,
Section 2(u) of the Code of Criminal Procedure itself provides that
if a person is appointed as a Public Prosecutor, he should have a
practice of not less than 10 years. Sir, | will read, Section 24 of the
Cr.P.C. It provides the term 'Public Prosecutor' means any person
appointed under Section 24, and includes any person acting under
the directions of a Public Prosecutor.' Section 24(8) says, "

who has been in practice as an advocate for not less than 10 years
as a Special Public Prosecutor.”" Sir, this Bill provides that the
person who has been in practice for not less than 7 years can be
appointed. But in the same Bill they provide that the Public
Prosecutor should have a practice of 10 years as provided under
2(u). This has to be considered. It further goes to say, 'the
person who has held the post for a period of not less than seven
years under the Union or State." This means that a person who is

not in practice but who has held the post under the State

Government or the Central Government can be appointed.

(Contd. by 2j/KSK)
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SHRI PAUL MANOJ PANDIAN (CONTD.): Sir, now, we have the
process of disposal of a case before a special court by appointing a
special public prosecutor. So, a person, who has been in active
practice as a special public prosecutor, alone can conduct, but not
the person who has held a post in the State or the Central
Government. This is my second point.

Sir, my third point is with regard to similar Acts which are
prevailing in various States. Sir, | wish to State that there are about
three such Acts. One is in the State of Tamil Nadu itself. The other
ones are in Maharashtra and Puducherry. We have special Acts to
protect the innocent public. With regard to investment schemes,
we have the Tamil Nadu Protection of Interests of Depositors (in
Financial Establishments) Act. Sir, in the same way, it is also there
in the State of Maharashtra and in Puducherry. Validity of all these
Acts has been upheld by the Supreme Court. | wish to state to the
hon. Minister that there might be a clash of jurisdiction between the
Centre and State legislations, as it has occurred in the case of
Puducherry Act, where an attachment of a property was made

under the SARFAESI Act and, at the same time, an attachment was



also made under the Depositors Act. Sir, the Supreme Court held
that the attachment under the Depositors Act would prevalil.
Therefore, the Bill must make this point clear. Though there is an
application under Section 32, it is also provided that the provisions
of this Act shall be in addition to, and not in derogation of, any
other law enforced. However, there is no clarity on the point that
under what circumstances, the cases can be taken under the
States’ Act, and under what circumstances, cases can be taken
under this Act.

Sir, | would like to make one suggestion. If a case is
registered under the State Act, this Bill provides that the defaulter
himself can come and can get a consent order. When a case is
registered under the State Act, will this Bill prohibit such a person
to come and get the consent order with regard to the amount that
has been paid to the investor? There is a clash and we need clarity
on this aspect also. Thereafter, | wish to state that in this Bill, a list
of negative offences can also be mentioned which cannot be closed
on the basis of consent order because the Statute should provide a
negative list of serious offences. For serious offences, there should

a negative list which cannot fall under the purview of the consent



mechanism. Anybody, after committing a grave crime, should not
take advantage of this provision by just taking a consent order.
Finally, | would like to mention about the sharing of
information. Sir, | was just discussing this issue with my colleague,
Shri Navaneethakrishnan, who is also the former Advocate General.
When we seek information, there must be a valid order. Sir, they
must be put on notice. There must be a speaking order. And also,
when we share information with other regulators, it must be with
the consent of the Central Government. So, all these issues may
be taken into consideration. With these words, | support the Bill.
(Ends)
MR. DEPUTY CHAIRMAN: Thank you, Mr. Pandian. You have
raised very valid legal points. Now, Shri Naresh Agrawal.
1t XD ITATA (TR U9 : AT ISUAATYLT SiT, H A1 foT
RTSY HAT Sfl A U8l F$7 A B8 o1 AT g (b 8 Uil WhiF &
geT ¥ T8l &1 89 ared & & Ur-oil Wi IR 3R WY weTs 8l § I8
T8 T U7 RET g b g1d 4 Uel YUY 3R TISIY H Sl Harse
off, I8 ORI H U 951 18?7 Joic Wl 3T o1y, I FRIGwRHA St &l
IOIC AT AT G Dlg YRac T8l fhaTl M It BT 1 §aAT
fepRTaT Wl g &7 of foran I8 QA f9e1, S g7 faarfad fae o,
YT HIeH & fob T8 el T2 &b U BRI € DR & oIy orn




T AT I FHYG b I 31 S SI-G BR $B ANl &b AN W
T8 91 oY 1 qd 9g H31 S I81 93 81 S 9HY Here HAl
BT HHSIR T, Sdfch fa<T HAT BT BRI HoIgd 271 =l
37T VT TET B o9 I et e SRt | T, werda Rt o
I ST HHCT 31 BI-19 & IIHA &, BH AT IAb 4+ 2,
Moy fAfe 43 WY Sd FFR U, ISid 9Ts W S9d AN o, dl
&H A9 39 [l IR SAlely YT & &Y b 3R 31 Yeh N[efex
DI 3AN TSI AT § <, Al Bel-"A-hel SHDI IS B 3R
U1 1 81 fob SENTUlcl $9 S &l Bl B S ol
CEIASRINEREESIND

SCH-GSP/2.40/2K

S} 9T AT (BHATT) : 3T G AT, I STHH H 39 97 H
SRCHT ¥ BT AR a2 H SITaT garl g1 =it © e 3y SaH
TS ITHSHTH ol 3715 &, It SHH $© eHIY W E1 S ! S
Collective Investment Scheme (CIS) B, SHH 319 fh=Tehl A &,
§ FrET fob 9 91 DI 37T SR W PR G| §H 59 I A FBH<
& f& ‘Ponzi Scheme’, S 100 BRI$ TUY BT B AR AT H ITRES
7 &1, A IHDI Yl & T8 < Y| Afb 37y I garsq fb
3R PIg HH AT AT TS H &R KA &, IA I-Q1 BRI
B o 100 IT 50 B I91Y T, $H AR SHdH U 100 PRIS BUY &l




MU 8, T SFDI 3T CIS AT 3R T 98 Al & 3fex § Foll
TGN ? hIg BIBURIST WhIA, ST 100 HRIS U DI RN, HIT I8
I Iq P 3T Fell AT ?

3T BT ol FAFRER 1 € 3R ¥ ga & Ry
3! 213U 11AA &b 2(a) H YRHTT 1 2, “Ifq BIg W WbIH Sl

QT H Goilpd Tl 2, SHH 100 BRIS DY AT ST AP DI qHY

RIIRT T YT fham ST, Collective Investment Scheme HSIT
TGN H =red § fob S8 39 ATST WY BN | i “Ponzi’ Teq
SHTTTQITI ST AN “Ponzi” BT BIH R X8 &, (o3 Fa¥ I81 el 2
3R RS HRUT 37T 3H el Bl I Bl 91d §s ©, ol ‘Ponzi’” AT
“Ponzi’ ST BIg THI, ST ! § USiigd el 8 3R ST 100 PRIS
B9 BT ITIR B V&1 &, ITh] 3T TP AT of JMSU| S I
TS H TRET EhH STl HleetH 3Tg, 8RR 1 Ulectd TS AT A H
THTH UleaT™=T I B, IR TUh ey I MY 34 Aol u¥ dfen
Y 1 H TR g

&l DI YA Ueh UTeR I8 I < & fop Fal BIF W ST Hral
ThdT &l a9 WY 59 I H g7 NN Bl BIF Y B Bl YTdR U8l
gl el g3 7, oTsdl, JIIelS, Sol, $7hH Cad, e e 3R
319 IE UTAR 3T Wl HI Y < BT &l 9 < H 3R APH] HBIF <4
&1 SITQ, A1 iR arsddt Yae {5 91 &1 I8 SMU? 3R Ja!




AP BIF Y B I, T {97 § UTgd<t T 38 ST ? §
ared § b ga! |l 377 W R < fdh AT BT BT <Y B Bl
qTeR & T e ?

N a1, B o foe S g1ar 8, S R A A 8 R,
oIfdh™T 3MTY 1 S retrospective effect ¥ o] dX I8! &l FTe o=
Jfe~v ¥eT, ol War ° 19 o7 9 fifewa o) fhar, $9
f&T & a8 R BT Af Wi+ SHct 71 39 Rapds 71 fhan g,
ST 9 IR IAMYD] DIs a1 181 IY E1 § g1 =l g {6
IRBR BT 39 g1 Bl THRAT I o971 IA1RU| GRBR 5! STeal H
R IBT 87 3 MY FINGF & A1 fY | Standing Committee on
Finance I WSl Gall, Jg! UfhaT Wl 81 3FR ¥i$T HHSI | 3B
U hls RHHSA 3Tl 3R R 1 SHDI oATell, Il H AHSIT §
{5 SATGT 1B BT, olfhT @I 2 b MY 98 STeal H &1 37
ST H &7 Sl % &, 991 7161 AIqH B, Tl IAd] ART T 1T Dl
fST I ¥ MY STl § o1 X8 €, Bel 1 Dol Ig d1d D Ual
BT 21 H g W I1d BBl g (b JAID] o AT qe1 5 )
WCIeR B 3 UTaR &1 &, R M= off 21 319 I8 qarsy {6
ST Miee TR 9l Rl &, &1 U ‘Ponzi Scheme’ H &1 &1 3T
A8Y & THM B4 3R A SIS 9 I8 8, o 9Ye
IS4 371, &1 31T Ieh] “Ponzi Scheme’ H AT & AT 81?2 314




I 91 W T PR & b I W Jdl & Jfcid AT A1 L
STGAT?

IS TR Bl ARZATY fhet Werdl &, 3R 9 100 HRIS DU Bl
Y Wet of, AT a1 MY IFH! [l & ST B M2 fHdt @
feeell T 311 B &, 3R &S 8- DI 100 AT fAeTdhy Th-Tdh
BRIE DU Bl [T STl §, T 100 RIS BUY B fheT T Jdl
WHIA ¥ 3 SMYT? gAY I8 CIS U VAT 99T 8, 3R S 317
SCIIINT T8l BIl, W T&| BRI, dl Hal 4 DHel SHDI GOy
g @ et ERft I8 Ua WRifed s9g 81 I8 faea &1 ugen <
&, STl 3119 [efex DI ga-il YIaR <+ oI I8 & 3R $9d o7y 3fu
I8 W fEqerR ox faan f6 g8 31 9 Wi o Rl g9
T |rl =1 374l g5 Hel 914 3STs, Why only Mumbai Court ? 31TR

IR U9 B HY 7, dl AGTS H IFD! JAd1g Fl T8] SHM1?
qfeel STl BT 64 B, Al BIADIAT BIc H SHD! GAdTg FI T8l
gt AT AT BT B9 B, O 9 fog I8 B Rt A8 8m?
SHPT Adcd I8 ¢ [ 3R P AMGH! PlIdtdIdl & 8, Al 98 W3
ST R GehaH] AST FAMAY $9 31T Ush IR fhy A SRgUl <91
H YA I3 ol 21 8, [oTd] IR 321 H R4t Ueh &1 BIC Iell Fh, B
HIC DI U Teb jurisdiction BT Bl R AT QR SFEAT &1
jurisdiction Rt Teh IC &1 Bl g <1, oI fh o BIc fhaafery 872

(21/psv TR ST




PSV-SK/2L/2.45
il NP0 IRETS (SHHANTA): 8IS DIc DI HI I8 UldR Fei © [dh 98 I
HSl DI <@ bl BS BIC IAUAl W Dl S@dl 8, AT
SRICSFRIT Bl WA &, olfh R 3T §HH s DI Dl I 7
DI YI=sil ThIF DI, X G BT 100 BRIG DI HIATGUH Th1H Bl G+
I UTaR <1, T4 1 I8 BTA BT Secie gl It is a violation of the
law. 3R Tl 7 Feist & faan, a1 g fhel 1 fhdt fas null and
void R &1 SIQam| a1  Arga 6 39! 1 3y gt TRRdT |
Eck

319 $EhT 28U SRITI 5D 28T H 37T AT bl G-I a¥fell
I giaR S I &1 3 I UG oG 6 o1 I qa1-a1 gigd &
TEI 8?7 g SITQ, Wi R T, §& BN Q3N Y& DIc g1 S,
J UTad SHBT Y B SMU? I gy Jf IS AT Msal Bl Wi
TE1 &1 HIIRIg HI e ! Bl s &, dl DIc § IHHT IR
oIt &, oifdh=T STTUT 28T & IF gd<! Urad < &l d1d dY < & fb
o 37T § T fEgear 9 o119 Uah arrens U1 9 <2 §1 al e
3D IH ST o JAMHHH HII 3 o X8 57 3R d AMhad
I STHM H fh &R BT aRaIg B & o1 o I, a1 39! dl
I A ¥ gl UMl A1feyl =0 Sffhdd bl B4l i & el

3MAh] ITH &1 BT o7 H PHe1 g b I8 b dRifed

AT &1 I8 U U1 DI 91 Ol X818, <11 39 o H 98d g3



e b1 TR M1 H =18ar g b ST A -, I8 31<s] a1 4
HaX Wl BT BT AT, I8 A Bl < & (oY 372 T81 8l &l HH
HTLA...

il Tofa 9F: ST IIRAT WY, I IR-IR el IRBR 4R A&y
MR Bl A fd oRM &) 910 B IR E, A8 ? ... (I, ..

1t T STEATS: 37U 1 8 MY ... (FIGTH)....
7 7T 3[F: b ORI 91 2, IA9Y? ... (FIGT)....

It TR IUATA: I&!1 37T TAT| ... (FAT D ©ST).... TSI Il Sl

BT TR, (TIIT)....
St SYAHTYT: FR9T SI, 1S9 BT &7+ YRU|
7 SR SATE: IR, H GH B IBT g1 H AFH a7 g w31 Sl

4 ...(FaYM)...

#l Il F: ... (FAUM)...IFD] F&T & AT W B |
...(TaET)...

St ANE I[EATA: * ...(FIYM)... I MY §3 SMLY, AN 7
ERIEN

2 STFUTI: TR S, TH BIFTU

S AR ITETS: A1 STGHTYRT Sft, H AR e SiamHor
ST g 6 ... (I, ..

* Expunged as ordered by the Chair.



THE LEADER OF THE OPPOSITION (SHRI GHULAM NABI
AZAD): Sir, this should be taken out. ..(Interruptions)..

SHRI BHUBANESWAR KALITA: Sir, this should be expunged.
The hon. Member has taken the name of another Member of this
House.  ..(Interruptions).. Either he has a right to reply
..(Interruptions).. or it should be expunged.

MR. DEPUTY CHAIRMAN: He will take care of that. Why do you
worry? He is a very seasoned Member.

Y AN IUATET: TR, H ATYY B b 8GH BH B shiacd
B &l ...(Jaum)...

SHRI RAJEEV SHUKLA: This should be expunged, Sir.

MR. DEPUTY CHAIRMAN: | will look into it.

# FRT IFAT: TR, IR BTA a1 9471 AU WY b &b Bl
EHR BN fF I Th-TEN Bl Fee HI, 9 IS I BHIYA
g9t 21 BRI 1 $9a! 991 A Ugel R |1 ofifog) # a1 dwgm
{3 TR 37T Helae HHST H 9 < o, Al SATaT (a1 o, Jfh I8
99 BISY W U & 1, &I <l Y8 TS ST H SNl 3R I8
AR GG U f9R TG 6 b A 39 (9 Bl ... (FHT Dl
€. U U1 & U7+ 1 R <, 1 SgIa] 37T BId

T3 I € f #9 SI 99 391U &, S1d STk o & AT1Y-
1Y 3119 39 1 bl Fad H FiHTad sl fob Al 991 a1 fSacex




el 997, Al 39 < H AN Bl AT BT BT BT, AR Bl
BT BT BTH T8l BT I=IdTg|

()
SHRI K.N. BALAGOPAL (KERALA): Sir, | rise to support this Bill.
The amendment in three Acts is for helping the common investors
of this country. Through this amendment, | hope that the regulator,
SEBI, will go into the details of many of the frauds that are
happening in the country in the name of share market. But, Sir, |
also fear that some of the provisions, like other hon. Members have
said, may lead to some arbitrariness. But, in the name of
arbitrariness, we cannot say that such strengthening of provisions
is not necessary. We have been hearing a lot of cases from
Harshad Mehta onwards. Now, in the yesterday's newspaper, |
read a story about a video conferencing facility in Tihar Jail to
discuss sale of property with people from other countries. The
owner of one of the biggest investment banks in the country is in
Tihar Jail and he is trying to sell property worth twenty thousand
crores of rupees to give back the debt to the people. For that, the
hon. Supreme Court or High Court arranged video conferencing
facility in the Jail. So, this is a rare occasion, Sir. Such a person

was booked because of some continuous struggle by some of the



SEBI officers and others, but generally these people are not coming
under the law and they do not have to face these kinds of
difficulties. Sir, now, we are reading some stories about the huge
loan take by the Bhushan Steel. Around forty thousand crore
rupees were taken by a company in the country. Even the State
Bank of India and other banks gave them loan and it is much more
than their network. So, this much money is going.

(Contd. by YSR/2M)
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SHRI K.N. BALAGOPAL (CONTD.): Sir, another case of IDBI
which is about Kingfisher has come. After Kingfisher went into
trouble, one thousand crore rupees were given. These kinds of
stories are coming. So, SEBI and other regulators should be
strengthened. | also accept that point.

Sir, when | look at the provisions, | find that clause 2(/)(a)
says, “(ia) calling for information and records from any persons
including any bank..” The investigation can be a fishing expedition.
When it comes to investigation of a company, the company suffers.
In the famous case of Minerva Mills, the Supreme Court said that

investigation should not be a fishing expedition. A proper case



should be there. The arbitrary attitude of the officers may create
problem.

Clause 2(/)(b) mentions its retrospective effect from 1998
onwards.  This particular amendment provision will come into
effect from 1998 onwards. | do not know the basic need for this. It
will be very good if the Minister while replying clarifies it.  We
already passed GAAR. That is a tax matter. | know the difference.
But why is it coming with retrospective effect? | am not against
that. But proper clarification should be given about its
retrospective effect.

Sir, clause 3(i)(b) says, “..involving a corpus amount of one
hundred crore rupees or more shall be deemed to be a collective
investment scheme.” For a collective investment scheme, one
hundred crore rupees are needed. So, those who are collecting for
a collective investment scheme, which involves less than one
hundred crore rupees, will not come under the purview of this Bill. |
think it should be less than that.

Saradha Chit Fund is not directly coming here. But many
such funds may be there. The funds which are collecting more

than one hundred crore rupees will only come under the purview of



this Bill is not a good thing. It should be reduced. It should be
made effective for other companies.

Sir, now | come to the issue of designated court. Nareshji
already spoke about it. You can have a designated court in every
State. That is a good suggestion. Why is it given only in Mumbai?
| know that the headquarters of SEBI is in Mumbai. Its registered
office is in Mumbai. That logic is there. | know that a special court
is there. Provision is there under every High Court. High Court is
an appellate body in that. That is separately coming. | am talking
about notice for search. The designated court is only in Mumbai for
search orders. | am also supporting the argument made by
Nareshji. It can be put in other States also.

Another important provision is this. This Bill is very strong in
general reading. But the weakness of the amendment can be seen
when we look into the matter related to penalties. Earlier all the
Acts had very strong provisions for penalties. | don’t know if
penalties were properly imposed or not. | don’t know about all the
cases. But penalty provision was there. Here, at least, at some
twenty places amendment is there and a very strong amendment
provision is also given. The amendment is also separately given by

Mr. Rajeev Chandrasekhar. He is also concerned about this.



Sir, clause 6, which is relating to fine, says, “..which shall not
be less than one lakh rupees but which may extend to one lakh
rupees for each day during which such failure continues subject to
a maximum of one crore rupees..” Earlier this provision of one lakh
rupees for each day was not there. Now it is like electricity bill. If |
fail to pay electricity bill on time, | can pay it with fine. He can pay
one lakh rupees per day means up to 100 days he can remain a
failure.

Not only that, in clause 12, there is a provision for fine for
insider trading.

MR. DEPUTY CHAIRMAN: Please conclude.
SHRI K.N. BALAGOPAL: Sir, please give me one minute.

(Contd. by VKK/2N)
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SHRI K.N. BALAGOPAL (CONTD.): Insider trading is in the US.
We are following them. We say that many of the Companies Act in
the corporate areas in the US are very good. But in the corporate
law, if it is in the US, insider trading is a very good reason for
banning the company from the listing, seizure of documents, etc.
Earlier, for insider trading, there was a huge fine. Now, it is
reduced.
MR. DEPUTY CHAIRMAN: Please conclude now.
SHRI K.N. BALAGOPAL: Regarding the fine or penalty part, this
amendment is not strict. It has a liberal aspect which has to be
looked into. Strong punishment should be there for violators.
Thank you.

(Ends)

SHRI BHUPINDER SINGH (ODISHA): Mr. Deputy Chairman, Sir, |

rise to support this Bill. My Party also supports it. dX, $& HdTci
AR feomT 9 3t € o Oxar @ 81 1t fo g9ep foru sfifsia @
q1? IRIPHel Al BT HTH ST & ST d Bl Yicde HIAT 5
AT B graR H VAT |7 BT ot S 98 SRTH & sexied Bl
Ticde el ®x UTs IR T forv fife+<T a1 U=T just on the eve

of election? SBI& q1g, 3Ifead Bl BRH | T T & ISl




JIfeheT, T2 BIC gy Pl 91d IS VB! 2, N SIRdng &
MeScllsd | 918¥ SThY U sy fhu, 9 oret Bic &mant |
PR BIC (A T, ART I AHY DR V8T &, T I (017 377
Ig ATU? ofs Ulaatoree § Refaferee™ & forv et o9 ™59
TRIS] 3R ATl o fiel, IH6 918 396 FSUINCH 396 Ui
T 3R 5 U 9 37797 991 & IR BRI H e he & ®d H GHR
Bl I8! &, I BT QTS S g I8 AT 1T o6 el Bl AT
31feres TR &1 SITQ dlfeh AT g8l T Ygd UIg? 3R Wl Bl I8l
e UgATI 2 Al Q91 H SIel-Siel |l &id Yadsl &, dal-gal ddb
D! UTAR B UgAT Dl &H J4€ HRAT S|

A3, RBI had also suggested that S fdepal fSwhieed T,
T4 Fue & forg |l &1 9ra” < S A1f3ul SRdles & Sl
[epel fethieed €, 0 B8 U 4 H 40 BOIR PHRIS DU Al G
d% ¥ 6 BUR BRIg DU of o © I Uh-Udb db A Uh-Udb
HRURE BRI a1 T o o 27 ot TRaq R, § 9=+ 541
TBId | A1 G &b A Aawil | Wl I8 o1 g b 89 'R
T HR TWRIG & To7g fHHT I § A oI I @ ol 89 9 Dl IR
e Afcihdhed &1 Usd &, a4l 98 d& &4 &9 <l &, -Tal al
B S el 7l UTaT 81 | I8 Io I 1 e TREI3MS dl Aok 3
U fIeipel fSthiecd g JMY? T I8 d1d ST Ih [SHIT H 31Ty,

ST OBt SIS o AT AT? IR, g BN SIHHRI | 8 3R I8




39 WY ST & T U 9gd AR feWieed el &g Alel 9 R
31 X8 &1 WX, BH Hed & [ fordd RIR 3 de1 IRAT 8, 396 Ri”
8 det STeTl STl & SR A1 IR - er0r-yRe-ufeed I 3l
e BT T81 BId1 7, SHa! gAdrs 1 T8 8l 81 3R Big fHam
4 W SR 9 o1 F18dl @ dl 98 Felieik el 8l Il § 3iR
D! CTgHell U T2l et Urd g1 S ek Rude &-a g, Sl
e el fethieey T8l &, ST RIRARel 3k RiIRRed! tHe &
g, S &1 A el el UTdl Bl SHfely #_1 I8 B8 & fh 3dl, St
{5 U el 9ISl 2, IAH TIRHT DI, Udh ARSI Bl UTaR 7 &1
ST, ST b 31l q1dd 96 RE1 81 R 9hR, SYISRRRT # o ful
bench of the Supreme Court TSI aicll 2, AT 98 B &I I B,
Bl Yh AIIHT BT JATRST 9 V7, dicth $HH Ub Pl o, U
TR B A IR BT @MY S SAdRT BHIIE U8l b
AR BT AT, TR 31 9 9 o1 947 fear T 2l
(2311/THATTH TR STRY)




