"In accordance with the provisions of rule 120 of the Rules of Procedure and Conduct of
Business in Lok Sabha, | am directed to inform you that Lok Sabha, at its sitting held on the
23rd October, 2008, agreed without any amendment to the Drugs and Cosmetics
(Amendment) Bill, 2008, which was passed by Rajya Sabha at its sitting held on the 21st
October, 2008."

MR. DEPUTY CHAIRMAN: Now we shall take up the Limited Liability Partnership Bill, 2008.

GOVERNMENT BILLS
The Limited Liability Partnership Bill, 2008
THE MINISTER OF CORPORATE AFFAIRS (SHRI PREM CHAND GUPTA): Sir, | beg to move:

"That the Bill to make provisions for the formation and regulation of limited liability partnerships
and for matters connected therewith or incidental thereto be taken into consideration.”

Sir, for quite some time a need has been felt for a new corporate form that would provide an
alternative to the traditional partnership, with unlimited personal liability on the one hand, and, the
statute-based governance structure of the limited liability company on the other, in order to enable
professional expertise and entrepreneurial initiative to combine, organise, and operate in a flexible,

innovative and efficient manner.

The Limited Liability Partnership is viewed as an alternative corporate business vehicle that
provides the benefits of limited liability but allows its member the flexibility of organising their internal
structure as a partnership based on a mutually arrived agreement. Therefore, the proposed Bill would
facilitate creation of another business model which would enable growth of the economy.

The Limited Liability Partnership Bill, 2006 was introduced in the Rajya Sabha on 15th
December, 2006 and was transferred to the Parliamentary Standing Committee on Finance. The hon.
Standing Committee submitted its Report on 7th September, 2007. Taking into consideration the
suggestions of the august Committee, the revised Bill, namely, the Limited Liability Partnership Bill,
2008 was introduced in the Rajya Sabha on 21st October, 2008. The Limited Liability Partnership Bill,
2008 is now before this august House for consideration.

The question was proposed.

il TH.9. SEaIfera (IIRES): #, The Limited Liability Partnership Bill, 2008 eI A
SR wERY g, 2008 WR aleM & AU @eT g g1 99 q1 TSl O% sUR sl ugd Sl
RERTT ST 3T Bl off, T A1 A FFIST ae & dgd (oSS Sl gar $a off a1
TATSE IS HrafTat §ar Hah off a1 ISR Hufra gan et off| S SaTse weie Hrafat gar
PR off, T BRI Tae - 1956 &b Ted IR s Bl Al TR I8T AN SRR S o, d
USRI Tae - 1932 & T8 B Hehl off| AEIed, 9 O IR fawa 71 Ue Y SRURE BT wiq 3Tl
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TR BT SR @l IR H e 797 HFRUNT I 9 8T 8 3R AR a9 of g6 3= 7
BB T T, S JASCS fhTeA 81 JRIMNET e 7 ot g9&T wiiord fordm iR e s
fBTeH ¥ 39 IR fA99ed | 2000 W 111 §HS 3Tefar RAFgR 5191 <91, i1 o 9gd o 7, 98 W)
N SHP! STHRT FEGH PRI Y 2005 H VAT P a1 I 30 fcl-Sel PIE FHRDT 4,
aifesferar #, FATgcs 3RT # I e & <ol # € AfT g9R 9RT & 81T iR #siel Se
IR FaaTEl BT A TSR I@d §Y 1972 H Mg HHST a9 off| I8N o1uh Rl T4 a7 VT Tap Hraer
PR B TOTRET 1 2 IAF 918 small scale sector 3R institutional credit to small scale sector &
FHUR SN IS BHST 1992 H T, S=oi AT 37U AT | I8 1 fordl off| IS9P q1e 3nfde i
HHAST T 1997 ﬁ, Expert Committee on Small Enterprises o oft 3‘\‘1’45’[ SHQRTI Eall ﬁh_\’, W.ﬁ. er
Wﬁ’ﬁ, == Development of Small Scale Enterprises P IR H U Rare é?mfa%, ERaakill sﬂ?ﬁ
GFj‘\"FﬂT P ot R Al 1 H%:lﬂ’\’ G =N Q:K%‘TQ P BrIBIT § Regulation for Private Companies
and Partnership,Wﬁmm%ﬁmw,ﬂ?ﬁﬁ'ﬂéﬁﬁ?aﬁwﬁ?mmw
S AT AT A SMERATS WS oY - SO, S SIS G911 39 @l 7 ff TRE-TRE & Fees
faq| T8 fadwe TR 9T4 2006 ¥ 371 2006 F 918 IE WIS BHE H AT THST AT H Institute

of Chartered Accountants of India, Institute of Company Secretaries of India, Institute of Costs and
Work Accountants of India, FICCI, PHDCC, Cll 3R ASSOCHAM & W<l & AT JeATdhId B,
I 97 BRP Th GNfera RUIE TR &1 T RTTaT Aok IGHR TS 2006 BT el 919 i,
# AEIEY 2008 H TS 71 fde @MY 8, S §9N A B

AEIGY, 9 3 F1 oFR 89 &I 9 < A1 92 a7 | STGT a1e” & AN Bl g ae FHR|
DT A Ug T AT B9 AT B, T8 T B T A Brf 9901 g9 ot ffere) ot wrfiver o <
I & o fagwr & < ST % o v ale | 919 I8 fafies arafafa fae vae & aRkfvr s
TT IS ggAT o9 BT Sl & B 8, d ST Sl oIk S 9t & Aifrar AiferRiesd €, sremie §
T AT dec e &S] T B AT & SIS &b 1 § 19 U ey grft ofR off wwd
AU, & TEd IS g3 Bl oS oY ST H S oo™ ¥, IR fISe F ddeeH @t
T 81 IR T BR8] W fIEM STadeded © U1 3Te8] BT BR A &, STP] VAT BIH PR Bl
Hiept et frere f & 95 Feafral & e & TR BRG PIS B B Tl @l BIS IR ), BIC
TR R A VI B BT WAL ST T HEIGT, 399 BIHI BRA BIedRe 811 A8led, 390
TS YT S SRNTER TS e hder TR g 127 o) 39+ ure R R g Sfefhder Twx &1
LT XET AT Bl 379 UTE-RIY g fefhdpa TR, foT TR a1, foT THR 31erT 8l 39
BIs At 3T 3FR fhdl Ut de forfies &t § a1 fafies o7 # SRRTeR € 1 S9! U o7
TRIR ST I 31X 37R 98 Yol Ul Ul # UIE=R ® O SHGT TS O T9R 37T 81T 39 STl Bl
P ARIE T 3R H3 T B ST & STTol Bl §H el TRIb o TG FhT, SADT WY 63
g

HEIGY, 9 TP YT & T IR R BT 1T 1 IhT el 8, S HFeIs] Uae § e
ST B IS Uae | VAT IS U T8l § fb INVRER 31 HHIIoT fhedl SRRTEX & IR | Bls
T B FH| R TS 39 Yel.Yel. il H U1 Hraer o1 a7 § 6 o IR R i ver. v .
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BN 98 SRNGCR & R H SHRINT R Fdh, ISR & IR § SHRIN] B Gh| 7R HE1 § fh oo
P IR H 3R SRR BT & a1 98 Yeufded sthae I SFRN] 981, IR 19 foF 9 a8 sre =R
FHH G AN AP GG H R ITDT SHIALH =Y a1 98 firet Fanel! 81 3R VgIefded 9 Io
P, TG IT Y SGCR I1S1 Y 81 SIMY AR R 57 AT ameme! 3 SRT IR 8RI1 ST 89
AT & 5 o 39 Ty S BT 3iR 3ra=i BT HHf~ral Ter. et @, # WS B, wfep
IR P AR 7L M 3R R T MiRTgexR &R qe-RRM F T&d &1, Fifh 37 qe-RRY vae-
1932 BT Refier &1 B T2 1, I8 1 I & iR Sig e erh v+l &l 9 Riler 781 o g 81, A1 a8
i T R 39@T W% ST 8 B S F™HET § 98 21 gRfl Sdex It 7 81, S9d!
ERESERICHRY!

T I B I P IR HI 31 94 fAfcs Agafee! &1 I8 § fh R IR UeTR #
ST © Al TS HH BT ST BT, Ul Tet. Ol Bl ST 81T AT 1T Uik ¥ RTa=1 AR € S9 )
TA.TAH. &7 THT E? 9 TR 3l 9% $Is fher SSI69 7181 IR ¥, Riife o9 fferaw
SREBI MG 9 MUBT $HH <o H Al AT BRAT T gAY A1 & 6 5@ g8 B
PINT A7 A & T Yol Tl W, &b FaR g1 I7 IR g1, a1 &g o1TE ST, BT 8HRT
I ¥ - SgeT CHIT Iragsd THHT 81 39 Hiid 72 T &, RTTeh A1 89RT $1.21.1. I oRE-
TRE P THHT B TR AMSThd dl G SITST ARSI BT M IdT g1 a1 AT SHf~rai 579 Yol v .
T U, 1 ST HUR BT SR BT UTae= @7 ST by hel agt SWde ISl 59 Tl Ul .
R T TS, 3T I B BIRT BT AT AT ITD] TICFe BRI Bl BIRET BT AR SHDT
M B BT BRI BT TMBT 3R SHH STORd IS a1 N BT 1Y, T&) 3R He-1 31 O
.. § UA.YA. U, Tae b T8 B YAvad] UR Bl YRT ORI eI 8, <ffh 3y <=1 H Sl e g,
I UR [T TR AT B, HFAT BT T ET AT &, e BT S oIl &, o1 ure R ot
Rrat g7 2, I9¢ 319 F SR 1T 81 SHB! Rt U BIRA {337 T 7, U SRR e
g, U M & ma g1 {5 ureeR 3 fhaet 396 €, S9d 39 9 9 W SR o, B IR
T ISR 971 A1 UFaTel RYarel I1 i A1t H S RYardt 8, S TRE b Al AT ©, d =1foret
T RAfE HFT BT ART U7 U fhdt § 2T S 71 e wraere fhan € fF vavedt 81 oM %
q1g, S TeAgerdt @il it Bl &, 98 IRRTS 3iifthw 3 Radl 71 SHd! U € el Io1 BR FehelT §
SFIT AT BT T HATSIT SRRGCR & AT BRI DT Ashex| &, T8l IoT BR Al o fbeg TeAgerdl #
& UTET BN b veverdt & T e €, 9 99 AN S Wi Pl IS PR Al ol 51d Gl a1
Eft @ I |IdT Taed!  $fegSid Uh-Ua Wl I iR IHET HaY I7 YT CHIET Bl
IS, SAD! @ Bl TR B

T8 U@ 71 e B iR I8 Ue A7 IR Wl | 594 A9 g% B §aeS B Bl
SR &1 H o1 3MTYB] TSaAIhe BT SATERVI & Y&l 2T, Héieee Pl ¢ V&l AT, IS YhIeec Bl § IET
ofT, I B 3T AIFSdIR SO &, Ted T Soil~ad &, ST Wi fagsh swfral & e § s -
319 81 weal ¢l el SRegera & W #, $feu Sfeeged @1 <r$ -3 81 Wahd © ok 9% UB
Tl B HR AHhdl gl 98 exeel W Rergss &8 iR sfear § ff Rergss g,
e ROT SR a8t Wt v e, wst ff oy frer | I 919 B' B § 39 e o1 gHeiT $Rar
HEREIE]

SHRI SHANTARAM LAXMAN NAIK (Goa): Sir, | stand here to support the Limited Liability
Partnership Bill, 2008. This is a novel concept, and the Minister deserves congratulations for bringing
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forward this Bill. In fact, we were very much worried as to whether this Bill would be introduced at all
or not. But the Minister was very keen to bring in this Bill. In fact, this is a concept which has to be
introduced in this country. It will help small businesses including small scale industries and small
service enterprises. And, ninety per cent of our SSls are proprietorship firms. They are exposed to
unlimited liability. Therefore, for them, this is a chance to come into the 'limited liability' concept.
Therefore, this Bill deserves to be appreciated.

Sir, in the Statement of Objects and Reasons, it has been mentioned, and | read: "The LLP
form would enable entrepreneurs, professionals and enterprises providing services of any kind or
engaged in scientific and technical disciplines to form commercially efficient vehicles suited to their
requirements. Owing to flexibility in its structure and operation, the LLP would also be a stable
vehicle for small enterprises." This goes to show the substance of the entire Bill. But | would like to
mention one thing. This Bill provides for entering into agreements by the partners. And, if agreements
are entered into, then the provision of the entire Bill practically does not operate. This Bill gives power
to partners to enter into their own agreements, and that will be the law. | do not know how far this will
help the system to operate. The entire law can be thrown to winds if only the agreement which is
provided in the Bill becomes operational. | do not know whether there can be any restriction for the
purpose of any clause in this agreement because the agreement will be substituted; that may not be
there for a particular purpose. So, the hon. Minister may please reply to this query. Then, there is an
impression that this has come only because of taxation benefit, etc. Such an impression should not
go. Then, Ahluwaliaji has justified the delay in bringing in this concept. | would say that this concept
was born some years ago. It should not have taken time. In fact, the Hussain Committee was there,
the Naresh Chandra Committee was there and the J.dJ. Irani Committee was there when this concept
was being developed. In India, whenever such a concept comes and it is liked, it takes years
together to take the form of legislation. | would say, in general terms, that if any concept is good,
then it should be brought in at the earliest. Now, this concept came to the United States, sometime
in 1990, in the U.K., sometime in 2001, and so on. As far as taxation is concerned, there is some
conflict between the provisions in the Act and the provisions in the Income Tax Act. The Minister has

to clarify whether there are any contradictions, as has been apprehended.

Then, unfettered powers are given to the Central Government to declare any of these firms as
companies. Now, if, without any guidelines, without any restrictions, the Government can declare a
firm as a company under the Companies Act, then the concept fails. The circumstances under which
a firm could be declared as a company or provisions of the Companies Act could be made applicable

to The Limited Liability Partnership Bill, 2008 must be made clear.

Then, the other aspect is about rules for prescribing conditions and requirements for an
individual to be designated as a partner. Normally, such qualifications are included in the basic law. If
somebody is to be entitled to be a partner, a Member or a Director, such things are always included
in the substantive law and not in the procedural law. | don't understand why this has been included in

the procedural law.
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Then, this legislation has been brought in to fill in the gap between partnerships and
proprietorships because for proprietorship there is practically no law. Sometimes they are regulated
under the Companies Act. But the more important thing is that there should have been an
independent legislation on proprietary firms. | can understand that proprietary firms will be benefited
by this legislation. But if, at all, proprietary firms were to be benefited, there should have been a
separate legislation meant only for proprietary firms because they constitute the major economic or
business activity. Therefore, giving them benefit under this law is one thing and making a special
legislation for these proprietary firms is another. Therefore, this has to be taken into consideration.

Sir, | shall take only one or two minutes more.

Then, we have companies, partnerships, societies and so on. Speaking generally, is
somebody monitoring the activities of all these registered companies, registered partnerships,
registered societies under the Societies (Registration) Act? This is not being monitored. As a result,
what is happening is, the Act comes into force, somebody fulfils the requirements and gets the
companies or firms registered and, then, one does not know where these companies and firms are.
Therefore, it is essential that an authority is created to monitor the activities of these companies,
partnerships, trusts, societies, etc. Lastly, Sir, | would like to submit that nowadays there is a
recession in the world economy. The laissez-faire economy, it seems, is collapsing. Now, under the
new partnership concept, they can make them as members also. As far as the foreign companies are
concerned, at present, | would call them 'virus'. They have got the status of a 'virus', at present. If
you allow somebody to join, you are taking the 'virus' into your computer. | am saying this because of
the present global position. So, if this virus enters, your whole system may collapse. Therefore, the
companies have to be very careful while making any foreign company as new partners. With these
words, Sir, | welcome the Bill.

SHRI PRASANTA CHATTERJEE (West Bengal): Mr. Deputy Chairman, | have two-three
points to make here. We all know that this is a fresh Bill incorporating many suggestions of the
Standing Committee. Sir, this Limited Liability Partnership Bill, 2008 has come before the House for
approval. It is a Rajya Sabha Bill. Sir, our main apprehension is this. We want to be satisfied that the
Indian LLPs should not suffer any discrimination or disadvantage in competition with the foreign
LLPs. I would like to know from the hon. Minister as to how they would ensure and guarantee that. |
have gone through the observations of the Standing Committee. It also emphasised that problem in

its Report. That is number one.

Then, there are different views, as also elaborated in the Standing Committee, regarding the
tax regime for LLPs. Now, the other point is to ensure financial discipline. | want to know from the
hon. Minister as to how the proposed Bill has guaranteed that the LLPs will be under the obligation to
maintain accounts reflecting the true picture. Sir, in the Bill, as per the clause relating to financial
disclosure, the accounts of limited liability partnership shall be audited in accordance with such rules
as may be prescribed. But, in the proviso provided there, it is stated that the Central Government
may, by notification, in the Official Gazette exempt any class or classes of limited liability partnership

from the requirement of this sub-clause. | would like the hon. Minister to clarify this. In the beginning,
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it has been stated that it shall be audited. Then, in the proviso, there is another provision for
exemption by the Central Government through a notification. | want the reaction of the hon. Minister
on this.

Sir, my last point is that the Standing Committee has advised for consequential amendments
in statute, relating to any specific profession, trade or activity, the Income-tax Act, for taxation
purposes. It has been reported in the Standing Committee Report that the processes of amendments
have already been initiated by the Ministry. The Committee desires that the question of consequential
amendments in other Acts be taken up with the concerned Ministries to ensure that there are no
bottlenecks in realising the objectives of the LLP Bill. How that has been taken up with the other
Ministries ? What is the position? | would like the Minister to clarify on all these. Thank you.

SHRI Y.P. TRIVEDI (Maharashtra): Respected Sir, this is a Bill which was long overdue. The
1932 Act had almost become outdated. So, there was a necessity. When we go abroad and see the
partnership firms, they have got more than a hundred partners. In many of the cases, there was a
directory of partners; one will have to find out who is the partner and where and at what place he is.
So, this is a step in the right direction. Something is stated about the assessment, how this limited
partnerships are to be assessed. Two suggestions were there. One is to grant some sort of a
registration and thereafter assess each partner in respect of the income which he derives from the
partnership firm. This is something which was tried in respect of the assessment of partnership firms
even in the past; and it had to be given a go by because it created a lot of complications and a lot of
litigations as to when the registration is to be granted and when registration is not to be granted,
what the requirements are, whether the thing is procedural or substantive, who the genuine partner
is, who is not a genuine partner, etc. All these complications had arisen for the sake of granting
registration of the partnership firms and a lot of litigations had taken place.

| think, it will be in the fitness of things if this limited partnerships are assessed like any other
entity. Just an individual association of persons, Hindu Undivided Families, corporations or any other
body of individuals or association of persons are assessed, in the same way this limited partnership
also should be assessed. For that, simple amendments are necessary. The first thing is to make an
amendment in the definition section of the Income-Tax Act. Assessee which includes, at the
moment, only individual HUF, partnership firms and limited companies, association of persons and
body of individuals should also include limited partnerships. That will be the end of the whole thing.
More than that, if the rates will be the same, there will also be simultaneous amendments at the time
when the Finance Minister presented. The rates which are prescribed for companies, partnerships
and other entities, the same will be applied to the limited partnerships.

Something more which is necessary, needs to be done at the moment, for the assessment of
partnership firms, the remuneration paid to partners should not be a device for the purpose of
reducing the tax liability of that entity and it should be restricted to an extent. That type of restrictions
should also be imposed in the case of limited partnership Acts, when one partner might draw a large
remuneration and he will not be subjected to the same level of tax which is paid by the limited
partnership. Also, if the interest is paid on capital contributed by the partner, there also, there should
be some provision to limit that interest, so that by way of interest also, a large amount of income is
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not siphoned off. With those precautions and a slight amendment in the Income-Tax Act, this

particular entity should be assessed as such. This will serve the purpose.
Otherwise, it is a very good Bill. We strongly support it. Thank you.

SHRI PREM CHAND GUPTA: Sir, first of all, | would like to thank the hon. Members for
participating in this debate. Sir, this is true that it is a new mode of doing business, it is a new
platform for which new bodies can be incorporated. Sir, you yourself is an eminent Chartered
Accountant and you know the importance of this new mode of vehicle. Sir, we had been having
various committees from 1972 to as late as 2005. The Government, after adopting an absolute
consultative process, we have come to the conclusion and framed this new Bill for consideration of
the hon. House.

Sir, | am thankful to Mr. Ahluwalia who is not there. He has taken a very pragmatic view about
this and he set the debate in motion by supporting this Bill. Sir, the issues raised by the hon.
Members are more or less the same. | would like to clarify those points. Mr. Ahluwalia said that
foreigners would be benefited more from this new mode of vehicle. Sir, it is not so. In fact, our
professionals would have a larger and greater opportunity to form LLPs, to be a part of LLPs and
have their business globally. What is happening today, Sir is, our professionals cannot compete with
large companies. They cannot provide multi-services from one platform like Chartered Accountants.
They cannot have Company Secretaries as their partners. In this new mode of business LLP can
have a Chartered Accountant as well as a Cost and Works Accountant and an auditor as a partner in
this and provide all the services from one platform. So, the thinking that the foreigners would be
benefited more, | would say, is not true. In fact, they conform that our professionals are recognised
the world over. They are capable and they have the capacity to expand their professional expertise
over the globe. In fact, they can join hands; they can form LLPs with established foreign firms and
provide service globally, not only in India but everywhere in the world. The only thing required is that
there has to be two designated partners. Out of these two, one has to be a resident in India. It is not
obligatory that he has to be a citizen of India. The designated partner has to be a resident in India so
that he can comply with all the rules and regulations and requirements and compliances so that there

is no violation.

Coming back to the issue, as raised by Mr. Ahluwalia about partnership identification number,
Sir, he has a very valid point. | fully support him and | agree with him but the problem was that we
didn't have this model of firms and businesses earlier. What has to be done? Once the LLP mode of
business is in place today, then, in future the convergence can take place. Not today. But sooner or
later the convergence has to take place. It is called 'designated partnership identification number'.
That is compulsory; otherwise, fly by night come into effect and they take investors, partners and
shareholders for a ride. But in this case they can take other stakeholders for a ride. So, designated

partnership identification number is necessary.

Sir, one common point raised by all the hon. Members is about taxation. | fully agree with Shri
Prasanta Chatterjee that our LLPs should not have disadvantages as against foreign LLPs. Sir, we

have adopted best international practices from different countries, Singapore and UK. These are the
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two modern laws which we have kept in mind. This new Act is based on modern, best practises, and
| am sure that our LLPs will not be out of place. The taxation issue has to be resolved by the Ministry
of Finance as we have income tax in place. But, | understand that once the Bill is passed, once it
becomes an Act, then the consequent amendments take place. With regard to other issues like
making it possible for other professionals like CA to do auditing services or foreign advocates to do

practice, etc., | would say that relevant Acts have to be amended.

As far as powers of the ROC are concerned, the ROC can obtain any information from the
designated partner or partners or other employees of LLP. It is necessary. It is in the interest of
investor and other stakeholder. So, | think, we should not have any objection.

Sir, Shri Shantaram Laxman Naik said that the Bill has been delayed enactment. Sir, it is better

late than never. Sooner or later we have brought it before the House, he should appreciate it.

Another issue raised by Shri Ahluwalia. The Naresh Chandra Committee had recommended
LLP only for professionals. But, we have taken a wider view and we have covered any SME or any
body or even a body corporate can be a partner in LLP. So, we are providing a much wider base to

our professional and our companies.

As far as rule-making power is concerned, it has been felt in the past that unless the
Government has the rule-making power, the need-based rules cannot be framed. Otherwise, every
time we have to come before Parliament for its approval and that is a lengthy procedure.

Sir monitoring is another issue. As | said, partnership firms are looked after or monitored by
the State Government concerned. In the case of companies, it is done by the ROC. Similarly, LLPs

would also be regulated by the ROCs.
Formulation of LLP can be done through e-governance system. That has been decided.

Shri Y.K. Chaturvedi has also raised the taxation issue which | have already explained. We will

address, suitably, once the LLP Bill becomes an Act.

With these words, | once again thank all the hon. Members who have participated in the
discussion and, now, | would request the House that the Bill be taken up for consideration. Thank

you.
THE DEPUTY CHAIRMAN: Now, the question is:

That the Bill to make provisions for the formation and regulation of limited liability partnerships

and for matters connected therewith or incidental thereto be taken into consideration.
The motion was adopted.
THE DEPUTY CHAIRMAN: We shall, now, take up Clause-by-Clause consideration of the Bill.
Clauses 2 to 81 were added to the Bill.

The First Schedule, the Second Schedule, the Third Schedule and the Fourth
Schedule were added to the Bill.
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Clause 1, the Enacting Formula and the Title were added to the Bill.
SHRI PREM CHAND GUPTA: Sir, | beg to move:
That the Bill be passed.
The question was put and the motion was adopted.

THE DEPUTY CHAIRMAN: The House is adjourned to meet at 2.30 p.m.

The House then adjourned for lunch at nine minutes past one of the clock.

The House re-assembled after lunch at thirty minutes past two of the clock,

MR. CHAIRMAN in the Chair.
The Airports Economic Regulatory Authority of India Bill, 2008

MR. DEPUTY CHAIRMAN: We will now take up the Airports Economic Regulatory Authority of
India Bill, 2008.

THE MINISTER OF STATE OF THE MINISTRY OF CIVIL AVIATION (SHRI PRAFUL PATEL):
Sir, | beg to move:-

"That the Bill to provide for the establishment of an Airports Economic Regulatory Authority to
regulate tariff and other charges for the aeronautical services rendered at airports and to
monitor performance standards of airports and also to establish Appellate Tribunal to
adjudicate disputes and dispose of appeals and for matters connected therewith or incidental
thereto as passed by Lok Sabha be taken into consideration."

Mr. Deputy Chairman, Sir, | place before this august House the Airports Economic Regulatory
Authority of India Bill, 2008 which was passed by the Lok Sabha on the 22nd of this month. As the
hon. Members are aware, due to growth in the Civil Aviation sector, and also courtesy my friends
sitting on the other side, there has been felt a need to improve and upgrade the Airport infrastructure
in our country. The Airports Authority of India Act, 1994 and the Aircraft Rules, 1937 were amended to
enable the participation of the private sector in the Airport sector for improving quality, efficiency of
services, and also for increasing competition. As a result of these initiatives, Sir, many greenfield
airports have now commenced operation in our country; notable amongst them are the Bangalore
and the Hyderabad airports. And, also, earlier, a similar endeavour was made in the case of the
Cochin Airport, which is also now a very successful model. In keeping with these trends of public-
private partnership in the upgradation of our airport infrastructure, major airports of Mumbai and Delhi
are also now restructured through a joint venture. And the major modernisation and upgradation of
these two airports is also underway. Also, Sir, in the recent past, the Government of India has
approved a new policy for the construction of greenfield airports and also upgradation of various
other airports in the country. And the new Greenfield airport policy also envisages similar to what was
done in Hyderabad and Bangalore, that is, the creation of more airport infrastructure through the
PPP route. We will, certainly, see in the coming years a major upgradation and modernisation
programme of various airports as well as construction of new airports. Sir, airports, wherever they
are situated, are, virtually, a natural monopoly. Therefore, it is important that tariff fixation and other
issues related to the economics of an airport and the level of services which they render are
monitored in a diligent manner. Further, also, there is a need to create a level playing field amongst
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