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The House is adjourned to meet at 1200 hours.

The House then adjourned at forty-five
minutes past eleven of the clock.

The House reassembled at twelve of the clock,

MR. DEPUTY CHAIRMAN in the Chair.
GOVERNMENT BILLS

Statutory Resolution Disapproving the Banning of Unregulated Deposit
Schemes Ordinance, 2019

And
The Banning of Unregulated Deposit Schemes Bill, 2019
MR. DEPUTY CHAIRMAN: The Statutory Resolution and the Banning of

Unregulated Deposit Schemes Bill, 2019 to be discussed together. Shri Binoy Viswam to
move the Statutory Resolution; absent.

SHRI TIRUCHI SIVA (Tamil Nadu ): Are you not taking up Zero Hour?

MR. DEPUTY CHAIRMAN: No; we will take it up tomorrow. Now, Shri Elamaram
Kareem, you move the Statutory Resolution and speak.

SHRI ELAMARAM KAREEM (Kerala): Sir, | move the following Resolution:-

"That this House disapproves the Banning of Unregulated Deposit Schemes
Ordinance, 2019 (No.7 of 2019) promulgated by the President of India on 21st
February, 2019."
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Sir, | rise to oppose the route of Ordinance. | am not entering into the merit of the
Bill. Merit needs to be supported; that is another thing. This Ordinance was just before
the declaration of General Elections. There was no exigency or emergency to bring it
through Ordinance at that point of time. This type of Bill or Bills should be brought
before this august House so that Members can have a chance to debate elaborately on
such Bills. But the practice of bypassing the parliamentary procedure and promulgating
Ordinance needs to be curtailed. That is my point. To raise that point, | have moved
the Statutory Resolution.

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE; AND THE MINISTER
OF STATE IN THE MINISTRY OF CORPORATE AFFAIRS (SHRI ANURAG SINGH
THAKUR): Sir, | rise to move:

"That the Bill to provide for a comprehensive mechanism to ban the unregulated
deposit schemes, other than deposits taken in the ordinary course of business, and
to protect the interest of depositors and for matters connected therewith or incidental
thereto, as passed by Lok Sabha, be taken into consideration."

The questions were proposed.

MR. DEPUTY CHAIRMAN: The Statutory Resolution and the motion for
consideration of the Bill are now open for discussion.

DR. T. SUBBARAMI REDDY (Andhra Pradesh): Sir, | agree with the various
clauses of the Bill, but mere banning of unregulated deposits will not solve the purpose.
There should be simplified norms and rules to be issued by the State Government and
the Central Government. Of course, | would also like to draw your attention to the fact
that the Bill could not be considered and passed in Rajya Sabha. Since it was extremely
critical to tackle the menace of illicit deposit taking activities in the country, the Banning
of Unregulated Deposit Schemes Ordinance 2019 was promulgated by the President on
21st February, 2019. It has now come before us. Of course, we actually welcome this Bill.
The Bill seeks to put in place a mechanism by which the depositors can be repaid
without delay by attaching the assets of defaulting establishments. This is also a very
good clause and | support it. The Bill also ensures that no hardship is caused to genuine
businesses or individuals borrowing money from their relatives and friends for personal

reasons to tide over various crisis. This is also a good clause which | support. Sir, the
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Banning of Unregulated Deposit Schemes Bill, 2019 which seeks to replace Banning of
Unregulated Deposit Ordinance, 2019 provides for some good clauses to which | would
like to draw the attention of the House. Making provisions for banning unregulated
deposit schemes is very good and | support it. Imposing an obligation on the deposit-
taker, pursuant to a regulated deposit scheme, not to commit any fraudulent default in
the repayment or return of the deposit is also a very good clause; | support it. Providing
for deterrent punishment for promoting or operating an unregulated deposit taking
scheme and providing for punishment for fraudulent default in repayment to depositors
is also very good and it will actually strengthen the depositors coming forward to
deposit in various schemes. Conferring powers and functions upon the competent
authority including the power to attach assets of a defaulting establishment is also very

good.

Clause 37 of the Bill empowers the Central Government to make rules for carrying
out the provisions of the Act. The matters in respect of which the rules may be made
and also the information and other particulars to be taken into consideration before
issuing an order and the manner of attachment under sub-clause (3) of Clause 7, is also
a very welcome Clause. Clause 38 of the Bill empowers the State Government to make
rules in consultation with the Central Government, for carrying out the provisions of the
Act. This Clause is also a welcome Clause. Clause 41 empowering the Central Government
to add or omit scheme or arrangement, to or from the list of Regulated Deposit Schemes
specified in the First Schedule of the proposed legislation, is also a welcome Clause.
Then | would like to say that unauthorised chit funds and ponzi schemes are invalid.
Unscrupulous people lure the innocent people by offering so many incentive schemes
and prize money. These poor people should be saved. This is going to help the people
who are innocent, not getting struck by unscrupulous people. Cryptocurrency is another
area where the Government should take strict action. They are not legal tenders. The
Inter-Ministerial Group has already given the report to the Government. The interest of
investors should be protected. This is also very important. As the House is aware, Non-
Banking Financial Companies (NBFC) is in a bad position. So, the Government should
bring in some scheme to help the NBFC sector. There has been a lot of confusion going
on in NBFC. NBFC is very, very important in the growth of Indian economy. No doubt,
there were some unscrupulous people, who have misused it. Banks have also suffered.

The Reserve Bank of India has been putting a lot of conditions on NBFC schemes. Still
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I would like to draw the attention of the Finance Ministry to see to it that NBFC's
problems are solved and they are made use of in the growth of the Indian economy.
They have also been regulated by the Reserve Bank of India and they are allowed to
raise money and deposits from the public under the provisions of various statutes. |
want to draw the attention of the hon. Minister regarding the regulation of NBFC. A lot
of confusion is going on in the NBFC. Around 9 months back, they were playing a very
important role in giving the funds to the various industries. Suddenly, some two or three
unscrupulous people played mischief and because of that the entire system has been
shattered. The Reserve Bank of India has been very firm and cracking the whip on
NBFCs. But every NBFC cannot be considered as wrong and unscrupulous. There are
good NBFCs also. So, this is a very important thing to which | would like to draw the
attention of the hon. Minister, Smt. Nirmala Sitharaman, to see how NBFCs can be much
more utilised by raising the funds for the growth of industry and economy. The
Government should announce some package to revive the industry and they should be
allowed to bring bonds to raise money. | support the Bill. | am very happy that a number
of provisions are there. Of course, there are some amendments given by me which will

come up in some time. Thank you, Sir.

SHRI SURESH PRABHU (Andhra Pradesh): Sir, | would like to support the Bill and
congratulate the Government for bringing a very comprehensive legislation on a subject
which was really a long-term felt need that we must bring in a proper structure regulated
regime for making sure about this particular segment of deposit mobilisation, which was
outside the purview of deposit mobilisation generally made under the so-called regulated
schemes. So, there have been several regulators functioning in the financial services
sector. There is the Reserve Bank of India, which regulates banking as well as the non-
banking system. There is the National Housing Bank, which regulates housing sector.
There is the Insurance Regulatory and Development Authority, which regulates the
insurance sector. There is the SEBI, which is the regulator for the capital markets.
Similarly, there are regulatory bodies for things like provident fund and many others. So,
those schemes, which were governed and were designed and devised under such
regulated frameworks, were already regulated by the regulators. But, there have been a
large number of schemes which do not come into any of these regulatory frameworks,

yet they mobilize large resources. We have seen that there have been huge defaults as
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well as so many wrong-doings on their part. As a consequence of that, a large number
of depositors have lost money. Therefore, this particular legislation, which is very
comprehensive, deals with all those schemes which really do not come under any
regulator as mentioned earlier. Therefore, it is actually a very welcome Bill. The deposit
mobilization is a necessity for the economy. There are persons and companies who go
to the households, try to solicit money from them, bringing them into the mainstream,
and, therefore, hasten the economic progress. It is a very welcome thing. So, deposit
mobilization, per se, is a very welcome activity. If you can reach out to the people and
get their money into the productive means, it is the best thing that can happen. |
remember, in 1969, the nationalisation of banks took place. Before that, in 1966, we had
brought social control on the banking system, thinking that the banking system must
cater to the social needs. In 1969, the banks were nationalised and we have just
celebrated the 50 years of banks” nationalisation. We must really compliment the hon.
Prime Minister for his efforts when despite the social controls and despite the
nationalisation of banks with the stated objective of benefiting the people, a large
number of people were still out of the banking system. The banks could never reach
them, and those people could never enter the banks. Therefore, a vacuum had been
created in respect of deposit mobilization which could happen through household
savings, which had to be brought into the system. So, this is a welcome thing that
deposit mobilization now happens. Nobody is against deposit mobilization. But, the
question is: how to make sure that deposit mobilization also happens, and, at the same
time, nobody is taken for a ride. So, one segment of this deposit mobilization process,
which happens in so-called unregulated space, will now be brought under this

comprehensive legislation and, therefore, we really wish to congratulate the hon. Minister.

Sir, as we know, our big challenge, which is also stated in the Economic Survey,
is how to mobilize more savings. China has 50 per cent savings rate. That means, in their
12.4 trillion dollar economy, about 6.2 trillion dollars of savings are generated. That could
be brought back into the investments. We have to increase the savings rate and savings
rate can improve only when there are intermediaries which are operating in the system,
but these intermediaries need to be regulated because there has to be a fine tradeoff
between those who mobilize the deposits, and, at the same time, public interest demands
that we protect the interests of the depositors also. Therefore, this is a very welcome
Bill.
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Now, | wish to draw the attention of the hon. Minister as well as the Minister of
State to some important clauses. They have brought a very comprehensive legislation.
I would draw their attention to Clause 2, which is normally a definition clause. The Bill
is very comprehensive about what is a deposit under Clause 2, sub-clause (iv) and it
has given a large number of exemptions on deposits which should not be covered, and
rightly so. If you do not do that, then normal business will be hampered, which should
not happen. That is the objective because in the normal course of business, you have
to take deposits. A car dealer takes deposits. When a person sells a flat, he takes
deposits, and there are many such examples. So, they, obviously, had to be exempted.
They have been rightly exempted as well. But, | still feel that you must make sure that
such exemptions also cover even other possible normal business transactions which
should not inhibit the growth of business. For example, in normal course, a vendor may
be keeping deposit for a simple reason as of some default. So, | think, that also should
be properly covered. Though it is a very wide definition, | really wish it gets covered.

I would like to point it out.

Then, if you look at Clause 5 and Clause 6, these Clauses also relate to different
exemptions. | think, inter-corporate deposits, which are also a part of normal course of
business which always happens, one company giving deposit to other company, should
also be properly covered. Therefore, | think, Clause 5 and Clause 6 should really try to
talk about it. Sir, I am talking about sub clause (10) of Clause 2, which says that “person”
includes, and obviously gives a long list of an individual; a Hindu Undivided Family;
a company; a trust; a partnership firm; but, I think we should go at the last part, which
is part (ix) of sub Clause (10) of Clause 2 which says, “every artificial juridical person,
not falling within any of the preceding sub clauses””. Sir, I really do not know what that
could mean, but, | think, it is good that everything is covered. But, at the same time,
it should be done in a way so that normal business should not be hampered, and should

be carried out in a proper manner.

Sir, Chapter 11, which again is about “Banning of Unregulated deposit Scheme”?,
is a very important thing. Sir, nobody is saying that mobilisation should not do it, but,
do it in a way so that it can come into the realm of regulation. So, anything unregulated,
including any scheme giving advertisement for a ponzi schemes, everything else is
covered by this, which again, | think, is a very important thing. Sir, Clause 6 very rightly
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talks about “a prize chit or a money circulation scheme banned under the provisions of
the Prize Chits and Money Circulation Scheme (Banning) Act, 1978 shall be deemed to
be an unregulated activity””. This is the clarification of the clause, but, at the same time,
it is very important because that also brings into the ambit of it in a very comprehensive

way.

Sir, Chapter 111, deals with the “Authorities””. The question is who will actually
implement the law? Once a Bill is passed by the Parliament, it becomes a law when it
is notified. But, the main question is who is going to implement it? So, the authorities
are something like that. I am very happy that the powers have been vested in the
authorities at a level not less than that of a Secretary. | think, we really need as an
abundant precautionary measure try to codify the role of the authorities, because
sometimes the authorities can go over-board and sometimes they need to pay proper
attention. So, I think it is imperative that we also make sure that authorities are authorised
but, their authority should not necessarily be constrained, and also when we talk about
the regulation of the deposit itself, we should also bring in some sort of a codification
and a regulation on the role of authorities. | think that generally we should try to do
to make sure that we also bring in a new generation of regulation which ensures that
while we regulate, we also make sure that a normal business activity does not get
hampered.

Sir, Chapter 1V which talks about “information on deposit takers®”, is a very
welcome thing. We are trying to create an online database of all the depositors and |
think, this is going to be a central database. So, | think, this is a very good thing, and
anybody can know about it. Also, | feel that rather than looking at the central database
only as a regulatory issue, it can be looked at for promotional issue also. For example,
if somebody wants to know or any depositor wants to know, where he should keep the
money, it will bring all the deposit schemes where they are avenues for investment for
a depositor. If that can be known to somebody, it will also serve the role of promotion.
So, rather than saying that we only want to regulate in terms of knowing what are the
depositors, | think, you should look at it from that perspective also because the
regulation is one part but it should also result in positive development of economy.
Therefore, | think that it can be put into that.

Sir, now, Chapter V and | would request the hon. Finance Minister to look at it very

seriously, Clause 12 where we are saying that “Save as otherwise provided in the
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Securitisation and Reconstruction of Financial Assets and Enforcement of Security
Interest Act, 2002 or the Insolvency and Bankruptcy Code, 2016, any amount due to
depositors from a deposit taker shall be paid in priority over all other debts and all
revenues, taxes, cesses and other rates payable to the appropriate Government or the
local authority””. Sir, as you know, soon here after, we are going to talk about the
amendments. If you permit me, | would like to speak on a very positive and a very
welcome amendment. Sir, there is Section 53 of IBC. Section 53 is saying, and rightly
so the amendments are brought because of the hon. Supreme Court judgment, which
says that “all the creditors will be pari passu in a way”” which is not right because the
financial creditors and the operational creditors have to be differentiated. Otherwise,
who is going to lend money? The Banks will never lend money. What is the concept
of secured debt? If the secured debt is not secured enough, how is it secured? Therefore,
you are beinging an amendment, which I welcome and | will speak about it later. But
I am saying, let there not be dichotomy between that amendment that you will be
bringing in soon and what we are saying here in Clause 12 that depositors will also get
priority. How do you now reconcile the two? | wish you please try to look into that and
make sure that it is taken care of. As | said, this Bill is very comprehensive one;
institutional depositors and every other part has been taken care of; offences, punishments
have been provided for; investigation, search and seizure have been mentioned. It is a
very comprehensive piece of legislation, and, | am sure, everyone would support it and

we will take it forward.

As | was saying, the broad picture is that we should use all possible means to
raise savings and bring the savings into productive means because capital market
functions on the basis of domestic savings and household savings. Household savings
can never be mobilised unless we have intermediaries. Bank itself is an intermediary.
Non-Banking Financial Companies are intermediaries. All of them act as intermediaries
and help to link a very important missing area between the depositors and the investment
which can go into that.

Whenever it is necessary, we should regulate because regulation also ensures
growth. If you regulate, probably, it will result in more growth. But, at the same time,
I would request that there should be an ongoing evaluation of legislation that we bring
in, whether it will result into positive impact and make sure that growth happens as a
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result of this in terms of mobilising the savings and bringing them into positive aspect
of it. I am sure the Government will do that but I really wish to congratulate the Finance
Minister as also the Minister of State for making this happen. | think, we really look
forward to this resulting into an assurance to all the depositors that they are very safe,
they are properly taken care of, they are regulated properly, and, in view of the growth
of technology, it is possible now to provide information, disseminate information in a
manner that was not possible earlier. So, | support the Bill and | wish to congratulate
them again. | thank you for giving me the opportunity to speak. Thank you.

SHRI DEREK O'BRIEN (West Bengal): Sir, this is a good Bill. This has been
scrutinised. It is watertight to the best of its abilities. We welcome this Bill. We congratulate
the hon. Finance Minister as also the Minister of State because this is the way, we

believe, legislation should be done.

I want to congratulate them on a second issue. This is the first Bill in this Session-
no matter what everybody tries to spin - Bill No. 15, which is going to be passed in
Parliament with Parliamentary scrutiny. Let me repeat myself. None of the first 14 Bills,
which have been passed, had any parliamentary scrutiny, and, it is a fact. So, through
you, Sir, well done to the Minister and the Minister of State.

Sir, when we scrutinize Bills, we get a better opportunity to tighten the Bills. | have
got one suggestion here which came from the Parliamentary Committee, and, 1 will dwell
on that a little, but, I think, we also have to understand as to what this Bill will stop.
It is not one State or two States; this Bill will stop a ghotala, a chit fund ghotala like
the Pearl Chit Fund ghotala. We don't hear much about the Pearl Chit Fund ghotala
these days. It is a chit fund ghotala involving ¥ 49,000 crores and affected 5.5 crore
people. It is going on for 20 years and a major constitutional functionary, now not a
constitutional functionary, was the legal advisor of the Pearl Group. This is a serious
ghotala which took place.

The second ghotala is still not solved, but | am glad that with this Bill, these
ghotalas will not happen again. The second one, the Oscar Chit Fund scam, happened
in Gujarat. No one writes about the Oscar Chit Fund scam. It affected 1.2 lakh people.
So, first it is Pearl; then, you have Oscar, then, you go to Bengal - Sanchayita ghotala
of 1980s. Oscar also spread from Gujarat. It went to Odisha, it went to Maharashtra. So,

I am glad that with this Bill, all that nonsense will stop. Then, you go to Bengal. From
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1980, there was a ghotala of chit fund called Sanchayita Chit Fund ghotala. Lots of
poor people were duped and that is history. The Bengal Government, thankfully, in the
last five, six years have come out with a Commission to return the money to those who
were duped. This is a big issue. On the recommendations of the Committee, | have one
point. It was referred to the Standing Committee in 2018. The Standing Committee made
one recommendation. I just want to make a point. The Committee recommended deletion
of the words 'Save as otherwise provided in the SARFAESI Act, 2002 or the Insolvency
and Bankruptcy Code, 2016". This is from Clause 12. My understanding is that it was
done to fortify the interests of the depositors. We have not moved any amendments,
because we are completely in support of the Bill. But if the Minister clarifies this in the

response, we will be happy.

Sir, there are four other points and suggestions on the Bill itself which my colleague,

who will speak after this, will make. Thank you, Sir.
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SHRI PRASHANTA NANDA (Odisha): Thank you very much, Mr. Deputy Chairman,
Sir. | must thank the hon. Minister for bringing in this much needed Bill.

MR. DEPUTY CHAIRMAN: Prashantaji, you have three minutes to speak.

SHRI PRASHANTA NANDA: Okay. In a bid to save gullible investor for ponzi
schemes, the Government has introduced the Banning of Unregulated Deposit Schemes
Bill, 2019 which will replace the Ordinance on the same.

The Bill seeks to help, tackle the menace of illicit deposit taking activities in the
country and to provide for a comprehensive mechanism to ban the unregulated schemes.

Sir, | want to bring to the notice of this House something about the ponzi schemes.

It is a form of fraud that lures investors and pays profit to earlier investors with
funds from more recent investors. The scheme leads victims to believe that profits are
coming from product sales or other means, and they remain unaware that other investors
are the source of funds.

The scheme is named after Charles Ponzi who became notorious for using the
technique in the 1920s.

The basic premise of Ponzi Scheme is "To Rob Peter to pay Paul". It is common
for the operator to take advantage of a lack of investor knowledge or competence or
sometimes claim to use a proprietary, secret investment strategy, to avoid giving
information, about the scheme.

Sir, with regard to the magnitude of the fraudulent activities across India, | would
like to mention the figures that in the past four years, 146 cases of this nature had been
investigated by CBI, 56 by the ED, 32 cases by the Ministry of Corporate Affairs and
SFI10 and 978 cases were referred to various investigating enforcement agencies by the
State Coordination Committees.

In Odisha, the Government had set up Justice M.M Das Commission in July 2013
to verify and return deposits collected by different chit funds. Sir, 3.61 lakh small
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investors, around 50 per cent of the total depositors have been identified according to
the first interim report in May 2016. Looking at the total dimensions of ponzi scheme
menace, it is necessary to pass this Bill. Therefore, | support this bill.

The Legislation has adequate provision for punishment and disgorgement or
repayment of deposits in cases where such schemes nonetheless manage to raise
deposit illegally.

The Statement of Objects and Reasons of the Bill seeks to put in place a mechanism
by which the deposits can be repaid without delay by attaching the assets of the
defaulting establishments.

The Bill contains a substantive banning Clause which bans deposit-takers from
promoting, operating, issuing advertisement or accepting deposits in any unregulated
deposit scheme. ...(Time Bell rings)... The law also proposes to create three different
types of offences: Running of unregulated deposit scheme; fraudulent default in regulated
deposit scheme and wrongful inducement in relation to unregulated deposit scheme.
Being a comprehensive Union law, it adopts best practices from State laws, while
entrusting the primary responsibility of implementing the provisions of the legislation
to the State Governments.

MR. DEPUTY CHAIRMAN: Thank you.
SHRI PRASHANTA NANDA: Sir, | am concluding.

With all these much needed clauses in the Bill, | would like to draw the kind
attention of the hon. Minister to clarify Clause 31 of the Bill. It allows Police Officers
to search without a warrant, thus, has insufficient safeguards to prevent exploitation.
The authorization given to the Central Government to create a database of all deposit

activities could raise questions on privacy and surveillance.
MR. DEPUTY CHAIRMAN: Nandaji, thank you very much. ...(Time Bell rings)...
SHRI PRASHANTA NANDA: Sir, only one sentence.
MR. DEPUTY CHAIRMAN: No; no, you have crossed your time.

SHRI PRASHANTA NANDA: The Bill could hit the real estate developers who

offer fixed returns till possession which come under "unregulated deposits".
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MR. DEPUTY CHAIRMAN: I will be forced to call the next speaker. Nandaji,

please.
SHRI PRASHANTA NANDA: Thanking you once again, | conclude.

DR. BANDA PRAKASH (Telangana): Respected Mr. Deputy Chairman, Sir, thank
you very much for giving me the opportunity. First of all, on behalf of our party, we
congratulate our hon. Finance Minister for bringing in this Bill and placing it before the

House.

Sir, as our earlier speaker said, the magnitude of the problem is very high. According
to one Report of the RBI in 2016, Rs. 68,000 crores were collected from more than six
crore depositors by such illegal deposit-taking entities using a large network of commission
agents. Primarily, they are offering the priority of high returns to the commission agents.
Not only one State or the other State, but, the entire country is facing the problem of
this network. Number of times, chit fund companies and other companies are taking the
deposits, not only monthly chits and other chits, they are also taking some deposits with
high returns. By investing that money in real estate and other areas, they are growing
like anything. If you study all the chit fund businesses of the country, you will find what
in reality is going on. Actually, there is no authentic study in the country how much
amount the poor people are investing in such companies. Number of times we see in
the newspapers, whether we are at Hyderabad or Delhi, everywhere we find that if they
pay some money, they get returns from the real estate or development also, land
development or building development. If you pay money, you get the return of ¥ 10,000
per month, Rs. 20,000 per month, something like that. Similarly, so many people are
attracted by the gold purchases. If you pay for ten months' scheme, you will get eleven
month free; if you pay for eleven months' scheme, you will get twelve month free. Like
that, there is a scheme which is in operation in the entire country. Actually, this Bill is
brought to safeguard the interests of the small and marginal people who are under the
unorganized sector, and who are not covered by any law. So far, there is no such law

to protect the people.

Another problem is also there. We are imposing so many penalties and other
things. The personnel who are implementing this law, there is a problem of their making

a mistake in the implementation of that scheme.
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Finally, I once again thank the hon. Minister. There should be a regulatory mechanism
for the Centre and State Governments to regularly monitor such schemes of the entire
country. We should collect data from the entire country. A study should be conducted
to find out what is the amount of money that is being invested by the small and poor
people in the so called chit fund schemes, investments, and other schemes. We should
have a full data with the Finance Ministry. With the help of this data, they can formulate
a very good scheme for the poor people. | would also like to bring to the notice of the
hon. Minister the issue of big companies which are monitored by different agencies.
Very often, the news appears in the press about the ILFS and other schemes. There, the
provident fund organizations are also investing. There are 1,400 other organizations
which are given permission to formulate their own trusts. They are also investing by
different methods and styles which is harmful for the interests of the country. I once
again request the Minister to check all these things and make a suitable law in the
interest of public which can take care of the people. Thank you.

SHRI K. SOMAPRASAD (Kerala): Mr. Deputy Chairman, Sir, | thank you for giving
me this opportunity to speak on this Bill. Sir, the Banning of Unregulated Deposit
Schemes Bill, 2019 is a comprehensive legislation. It is high time to enact such a law
in this country. | think, this will help to tackle the menace of illicit deposit taking
activities in the country. It would legally ban the unregulated deposit taking activities.
There are lot of cheating cases related to the unregulated deposit schemes by fraud
deposit-takers. Most of the time, poor people are the victims of such frauds and
cheating. Sir, the non-banking entities are allowed to raise deposits from public under
the provisions of various statutes enacted by the Centre and the State Governments.
However, the regulatory framework for deposit taking activity in the country is not
seamless. The ponzi schemes, that is, fraudulent investing scam promising higher rates
of return to the investors are still operating in the society. | think, this Bill will put an
end to this illegal practice.

Sir, as we know, the law creates three types of offences, that is, running of
unregulated deposits scheme, fraudulent defaulting regulated deposit scheme and
wrongful inducement in relation to unregulated deposit scheme. The Bill provides
deterrent punishment for promoting or operating unregulated deposit taking schemes
and also provides punishment for fraudulent defaulting repayment to deposits. All are

good and appreciable.
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Sir, | agree with most of the proposals in the Bill. But, at the same time, there is
an apprehension that the law is extremely harsh and will lead to hardship for many
individuals, especially small business community in the villages. There are certain
uncertainties in the law. The law defines deposit takers and unregulated deposit schemes,
but it does not define the unregulated deposit. It is left for the interpretation. It would
allow open-ended and subjective decisions of the authorities while adjudicating the
offences related to depositors. Hence, the unregulated deposit be more coherently
defined and listed in the Schedule of the Bill. The Government says that there is no ban
in borrowing money or for taking loan for personal usage. But, there is an ambiguity
in the law. In case of loans taken by individuals, Clause 2(4)(f) extends exemption only
to loan from relatives or amounts received by a firm from relatives of the partners. That
exemption applies only to the loans from the relatives. There is no explicit exemption for
loans from non-relatives. Sir, if a person accepts loan from his friend due to some family
emergency or medical need or for personal reasons, such acceptance of loan or deposit
is not exempted by the present Bill. There must be clarity and a clear-cut policy for
extension of such loans.

As far as the real estate area is concerned, the exemption does not include any
advance with the refund provision. There is a home buyer. After giving an advance to
a builder, he may not be able to claim refund if the builder fails to deliver the house.
Here also, specific provisions should be incorporated. My suggestion is that the
Government should organise maximum publicity about this Bill, especially in the rural
areas. Thank you, Sir.

W 7S $AR o (98R) - 999 &9 & fU g=rarg | o<1 short circuit 81 <&
T |...(FE)... &9 81 SIY short circuit, I8 &l UdT| Mr. Deputy Chairman, Sir, | rise
to extend my support to this Bill. It is a good move indeed, but with a word of caution
to Madam, through you, Sir. BHTeT &I a1 &1 § I 3101 & UH BIel SERVT <dl
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?gﬂ’%, on IBC, there are some issues like promoters” guarantee not being taken into
cognizance and the committers going free from his liability. # Tsar g & g9 ax 4
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oIS AA-faT @t smagadHar &1 There is a provision in case of liquidation where the
related party can get benefit. #9 Tt WY ®er f& 9o sresr 8 uad 9w g fa
Wl 9% & olfdhd bureaucracy &1 ga-t wifdd #t 7 < < 9T f& you create a State
within the State. That might prove a very dangerous proposition in the long run. Today

it might appear that we are going to go for a very good regulation, but if bureaucracy
gets power and powers include such n-number of circumstance, | think it is going to
be a kind of what | said earlier-creating a State within the State. Another issue, Sir, which
worries me as a citizen of this country ST I ST ponzi schemes TRE 3Tl €, 97
AT A AR Feod T @y 9 € f e | vUY &l 5 BOR &N SN QiR
JAMYST T I8 SN | W, B9 99 AUl G I Bl 988 Sgd IEd
g, W d_$ Sl NG, T 9erm g @ ¥ omd €, et et S S currency
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¥ U AT immense power €, T 519 9 OXE &I WHIFT @ YHIAW BN T, S
Jad.. Yd 3R 919 ® 3R 98 I8 & & insolvency law & d&d, Mr. Finance Minister,
I would request you that there should be a distinction between financially distressed

and economically distressed. A distinction has to be made between financially distresse
and economically distressed. That is all | have to say, Sir. Thank you. Jai Hind!

MR. DEPUTY CHAIRMAN: Shri P. Wilson. I think this is your maiden speech. So,
kindly keep in mind the limit of 15 minutes.

SHRI P. WILSON (Tamil Nadu): Hon. Deputy Chairman, Si, firstly I want to thank
you for allowing me to speak on this Bill and this is my maiden speech. | want to express
my heartfelt and sincere gratitude to our party President, my beloved leader Thalaivar
M.K. Stalin avargal for choosing me to represent the DMK party and the people of
Tamil Nadu in this august House of intellectuals. Sir, I come from a modest background,
with no roots in politics and it is a testament to the greatness of our Leader that he has
chosen me for this great honour.

Sir, I come from the land of the Dravidian movement, spear-headed by Thanthai
Periyar, Arignar Anna, Muthamizh Arignar Kalaignar and now being led by the fourth
Dravidian icon - Thalapathy M.K. Stalin.
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Sir, | want to pay my tributes to our beloved departed leader, the great Tamil icon,
Dr. Kalaignar, the five time Chief Minister of Tamil Nadu, whose fame knows no bounds.
Sir, he has led the Tamil people over 50 years of his public life by example. He departed
this mortal world with only one property to his name, which too he has dedicated to
be used for the public cause. During his entire lifetime, he fought the forces of division,
discrimination and oppression and this unparalleled fighter had to fight even after his
demise for a mere six feet of land for a decent burial. | hope that the Government of India
would soon confer the Bharat Ratna on our beloved leader, Dr. Kalaignar.

Sir, the Dravidian movement and its ideologies are hinged on the four pillars of
rationalism, equality, self-respect and social justice. Each of these terms carries deep
meaning. Almost all fundamental rights under Part I1l of our Constitution can trace its
roots to one of these ideals. It is due to these stalwarts that many social reforms
including reservations came to the forefront of mainstream politics. Many social
movements which are coming up now, led by young Indians to fight for gender equality,
feminism, equality of all people irrespective of caste, colour, language or creed, find
support in the Dravidian ideology. It is this ideology and values that has seen Tamil
Nadu rise to one of the top States of this great nation. | have no doubt that adherence
to these principles will lead to the progress of not only our State, but this great nation
as a whole. Sir, the country faces many challenges today. We have been facing some
challenges like poverty, illiteracy, denial of access to education, discrimination, food
security, etc., since time immemorial. And, some newer challenges, like privacy, cybercrime,
environmental degradation, etc., have been brought about by the development in science,
technology and socio-economic progress. The people of this country are looking to this
House of Parliament to lead them through these testing times.

Sir, in our country, the people are the ultimate sovereign. It is in exercise of this
sovereignty, we have enacted the Constitution for ourselves, which is now the supreme
sovereign document. Under this hallowed document, this House of Parliament, being the
temple of democracy, represents the will of the people. However, we have seen, over the
past few decades, the Legislature”s sphere of influence has been shrinking and the
executive and the judiciary are stepping into some of this space. Sir, we must reclaim
our space and it can be done only by adhering to constitutional values.

Therefore Sir, 1 wish to join the other hon. Members of this august House in our
collective endeavour and solemn duty to hold the executive accountable to this House,
as envisaged by the Constitution.
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Now, coming to the Bill, Sir, way back in 1997, Dr. Kalaignar, when he was Chief
Minister, heading the DMK Government, brought an Act called the Tamil Nadu Protection
of Interest of Depositors (In Financial Establishment) Act, 1997. I, first, congratulate the
hon. Finance Minister who is the first woman Finance Minister of Independent India.
Of course, there are a few areas which require consideration of the hon. Finance
Minister.

Sir, you look at Clause 2(4) which talks about the amount received during the
course of business. But, if you look at the first proviso to Clause 2(4), it clearly fixes
a cap of fifteen days. If the amount is not refunded within fifteen days, then, it becomes
a deposit. It means, it affects the day-to-day business. There will be a clear case of chaos
and confusion in business. Therefore, the hon. Finance Minister has to clarify on this
first proviso to Clause 2(4).

The second aspect is: There are powers for attachment by the competent authority
under Clause 7. But, Sir, under Clause 7(3), there is no time-limit specified of attachment.
If an order of attachment is passed by the competent authority, until the designated
court decides the issue, as found in Clause 15(6), the order of attachment subsists. It
means, it will be for an indefinite period. If the designated court takes time of 2 or 3 years,
what will happen to deposit-taker? His property will be attached. But, it is also right that
he will enjoy his property during the intervening period. Therefore, some time limit
should be fixed for the order of attachment to be in force. We can find under the
Prevention of Money Laundering Act, the time limit of 180 days. But, | find one time
limit under Clause 15(6) which says that 180 days would be given. But, this time limit
is directory and not mandatory. Therefore, the designated court need not pass orders
and the designated court need not complete its proceedings within 180 days. So, the
net result would be the deposit-taker % property will be attached for an indefinite time.
So, | request the hon. Finance Minister to kindly consider this.

I, now, come to the issue relating to consent given by the State Government under
Clause 30(2). It talks about “deemed consent” when there are offences relating to
property which involves a greater magnitude or where properties are located in more
than one State. There is no doubt, if it is located in more than one State...

MR. DEPUTY CHAIRMAN: It is already one O'clock. Mr. Wilson.

...(Interruptions)...
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SHRI P. WILSON: Only one more minute, Sir. ...(Interruptions)...

MR. DEPUTY CHAIRMAN: You have seven more minutes. So, you can continue

after lunch. ...(Interruptions)...
SHRI P. WILSON: | will finish it, Sir. ...(Interruptions)...
MR. DEPUTY CHAIRMAN: The House is adjourned till 2.00 p.m.
The House then adjourned for lunch at one of the clock.

The House reassembled after lunch at two of the clock,

MR. DEPUTY CHAIRMAN in the Chair.
GOVERNMENT BILLs - Contd.
MR. DEPUTY CHAIRMAN: Shri P. Wilson to continue.

SHRI P. WILSON: Sir, | would like to make one more point on this Bill relating to
Clauses 30, 30(1), 30(2) and 30(3). If you see Clause 30(2), you will find that it does not
require consent of the State Government in the event of ordering for the CBI. This is
in direct conflict with the Delhi Special Police Establishment Act. Section 6 of the Delhi
Special Police Establishment Act, says that you require a consent from the State
Government. The creation of the CBI is under this Act. Therefore, Clause 30(2) is in
direct conflict with the Delhi Special Police Establishment Act. The Hon. Finance Minister
may kindly consider that deemed consent is legally untenable. Therefore, a time limit can
be given to the State Government to react on the request. If time limit is not taken into
consideration by the State Government, then, they can think about the deeming clause,
Whatever it may be, as such, Clause 30(2) is in direct conflict with the special enactment,
namely, the Delhi Special Police Establishment Act. As regards Clause 41, it says that
provisions of this Act shall not apply to the deposits taken in the ordinary course of
business. What is ordinary course of business is not defined. Once they exempt that,
it will not apply to the ordinary course of business and if you see the definition under
clause 2(4), the first proviso, the ordinary course of business is given a go by. If the
amount is not refunded within 15 days, then, it becomes a deposit. Therefore, Clause
41 and definition in clause 2(4), first proviso, are in direct conflict. The hon. Finance
Minister should go into this discrepancy. So, far as the Bill is concerned, no doubt, this
Bill is an answer to the malady of thousands and thousands of depositors who ramped



34 Government [RAJYA SABHA] Bills

[Shri P. Wilson]

into a public disorder on account of the resentment caused by the financial establishments,
which had accepted the deposits on the promise to repay the same with fabulous but
commercially not viable rate of interest. However, they could not keep up the promise.
Therefore, |1 welcome this Bill. These are all my suggestions. The hon. Finance Minister

may kindly consider the suggestions given by us. Thank you.

DR. NARENDRA JADHAV (Nominated): Mr. Deputy Chairman, Sir, | rise to
wholeheartedly support the Banning of Unregulated Deposits Scheme Bill, 2019. |
heartily congratulate the hon. Finance Minister for bringing in such a comprehensive
Bill. After the Jan Dhan Yojana, which happens to be a landmark scheme for financial
inclusion, there comes in this Bill a much needed Bill. Having promoted savings
mobilization through the Jan Dhan Yojana, the much needed next step is to provide an
appropriate regulatory framework for regulation of deposits, and that is precisely what
this Bill intends to do. This Bill is the need of the hour. Over years, one ponzi scheme
after another, lakhs of poor gullible investors and depositors have been deprived of their

hard-earned savings.

At times, they have been deprived of their life-times' earnings on account of
unregulated deposit schemes. Sir, currently there are nine regulators including RBI, SEBI
and so on, but the unregulated deposit-taking schemes slip through this and therefore
unscrupulous elements can take advantage of this loophole. Therefore, there is an
imperative need for such an Act. There are several provisions in this Bill which are
extremely commendable. First of all, it bans unregulated deposit schemes and the
punishment prescribed is for a term of one to five years and a fine from two lakhs to

ten lakhs. The second very desirable...

it IUHTART : HUAT e H i gAY IR, Fifh AT GG 91 2§ |

DR. NARENDRA JADHAV: The second commendable provision, Sir, is fraudulent
default in the repayment or return of deposit has been made an offence punishable with
imprisonment for a term up to seven years and the fine ranging from ¥ 5 lakhs to ¥ 25

crore or three times the amount of profits made out of the fraudulent default.

The third commendable provision here is, wrongfully inducing another person to

invest in or become a member or participant in any unregulated deposit scheme.
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...(Time-Bell rings)... And for that the imprisonment is ranging between one year and
five years and a fine up to ten lakh rupees. It is very interesting and commendable, Sir,
that this Bill provides for creation, maintenance and operation of a Central on-line data
base for information on deposit-takers operating in India.

MR. DEPUTY CHAIRMAN: Please conclude now.
DR. NARENDRA JADHAV: Yes, Sir. | will just take thirty seconds.

This will ensure that there is a centralized and more streamlined system for investors
to quickly access information about deposit-takers.

There is only one thing which is not clear in this Bill. Under Clause 7 there is a
provision for the constitution of the competent authority which does not include any
judicial member.

MR. DEPUTY CHAIRMAN: Please conclude.

DR. NARENDRA JADHAV: It is not clear why no judicial member is included in
the constitution of the competent authority. The hon. Finance Minister might like to
clarify it.

With this, I commend the Bill for passage. Thank you very much.

it IUFHTURT : AR AR, HUAT Fad i 999 % | o 3. fasrgars
e

SHRI V. VIJAYASAI REDDY (Andhra Pradesh): How many minutes will you be
giving to me, Sir?

MR. DEPUTY CHAIRMAN: Three-and-a-half.
SHRI V. VIJAYASAI REDDY: Give me five minutes, Sir. Please.

MR. DEPUTY CHAIRMAN: No, not five, because time is limited. Including Minister's
reply, it has to be over by three.

SHRI V. VIJAYASAI REDDY : Right, Sir.

It is a very good Bill and | rise to support this Bill. This Bill provides for a
mechanism to ban unregulated deposit schemes and protect the interest of the depositors.
Sir, this Bill has got various good features. | will just broadly highlight the main things.

The Bill defines depositor and the deposit-taker, and it also defines what is unregulated
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deposit scheme. It also provides for competent authority which is empowered with
certain powers. It also specifies that there are designated courts for giving the judgements.
There is a Central data base which is a very good feature of this Bill, and with this data
base, the information can be shared with the other Central Government or State
Government Departments, other agencies, which will prevent the repeated offenders to
do the crime once again. Then there are certain crimes which are declared in the Bill and
penalties are also provided for.

Sir, a very important aspect, everybody here would have known by this time, is
this Agrigold scam in Andhra Pradesh. This Agrigold scam in Andhra Pradesh impacted
even the neighboring States Karnataka and also Tamil Nadu, and more than 32 lakh poor
and middle class people were duped in this, involving about Rs.7,000 crore. The problem
with the Agrigold is that it conducted operations without the permission of the regulators.
To the best of my knowledge, there are nine regulators already - SEBI, RBI, State
Government, Central Government and also Ministry of Corporate Affairs, etc., etc. Sir,
most of the victims of unregulated deposits are the poor and those who can barely make
ends meet. There are some very good positives in this Bill. Firstly, time-limits have been
mentioned in the Bill. For instance, the time-limit for a competent authority to approach
the court is 30-60 days while the time-limit for the court to dispose of the matter is 180
days. This is a very good feature. Unregulated deposits are illegal and would be
punishable with imprisonment ranging from two to seven years and also a penalty of
three to ten lakh rupees. The Bill provides for a mechanism to ban unregulated deposits
and protect the depositors. The penal provisions are very stringent. If you look at
Clause 22 of the Bill, it imposes a maximum penalty of ¥ 25 crores, or three times of
the amount of profit that has been made out of such fraudulent business, as mentioned
in Clause 4.

Sir, | have three suggestions to make to the hon. Finance Minister. In Clause 7 of
the Bill, instead of 'Secretary who heads the competent authority’, 1 would request the
hon. Minister to appoint a specialist in financial matters, who could be an economist
or a banker, who has got an understanding as to what the deposits are and what the
schemes are, including Ponzi schemes, and persons who can deal with and recognize
money trails. This is one suggestion. The second suggestion is, clearer provisions are
needed in the Bill to ensure that all properties which are bought directly with crime

proceeds, or routed through crime proceeds to other accounts and where the properties
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are acquired in the name of the benamis and others, should be attached in order to

protect the interest of the depositors.

Sir, my third suggestion is about Desighated Courts. Under Clause 8 of the Bill,
Designated Courts are to be set up with the concurrence of the Chief Justice of the
concerned High Court. My contention is that there are certain schemes, like Ponzi
schemes, which do not recognize State boundaries and, in fact, extend to other States
also. In that case, there would be a difficulty in constituting Designated Courts with the
concurrence of the Chief Justice of the respective High Court. So, my point is that the
Bill needs a provision for a Special Public Prosecutor. A Special Public Prosecutor must
be appointed in cases where the schemes extend beyond State boundaries.
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i B Husil 3§ &IgT BIaT & SiR 3R His 9 ORE @ BH d9Tg 8 &, al Hafed
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9T D HURT B b W P 9 RIRE & §RI 39 TSR A HATHT deRA
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Il & Raelis HRAS B S 3R S0 RIS W Te Hf¥ad a93a-3dr & Iiid
STHTGRAIR B =1 fFer |

HgIgd, S WY Bl, JeTq IMfBRT Tdh 3icgd seed Ht dIR & | § wgdn
g & a8 9o <o & & U 9ga 3o € 8k 9¢ I8 WRQd [bY S & a1
SHHI AT T FHIT AT €1 ¥ F S Al AR BRISI TR AR AGGR @ b AN
ge €, 9% 39 9 & wiRd 89 & a1 o9 e | S9¢ foy s IRaR, A
gee #A SN SR faw wHt qen wow fad #E 9gd e & gdeR €, gRaig |

SHRI K.C. RAMAMURTHY (Karnataka): Mr. Deputy Chairman, Sir, thank you for
permitting me to speak on this very important Bill. This Bill was long overdue and | am
happy that it has seen the light of the day today. Sir, there are a number of positive
aspects which we need to appreciate. One of them is the definition and application of
the words 'deposit' and 'deposit taker', which have been widened to include all those
transactions which cannot be brought under the purview of the general laws that have
been in force including the Indian Penal Code, the Reserve Bank of India Rules, etc.,
in bringing the offenders under the purview of law to prosecute and recover the money
such people collected from the general public. This is a good provision. Sir, Secondly,
the time limit for completing the process of securing money/deposited amounts from the
deposit takers has been limited to 180 days. That is also a very good move because any
loss of time will result in delay in rendering justice. Sir, the clause relating to appointment
of officer, not below the rank of Secretary as the Competent Authority to discharge and
supervise the execution and implementation of the intention and purpose of the Ordinance
is a well thought out step. But, if there is any lapse on the part of the Competent
Authority who is appointed fails to implement the intention of the Ordinance properly,
he and those officers who are entrusted with the responsibilities should be held
responsible for those lapses. Sir, there are a few points which | would like to highlight
for the Government's knowledge. Sir, Clause 2(4), as my friend was already discussing,
says that small businesses, proprietorship, partnerships and Limited Liability Partnerships
and MSMEs are almost exempted from the purview of this Bill. Sir, the point to be noted
is that we might be exempting them, thinking that the fraud never happens in those
places. | am sorry, Sir, the thinking of fraudsters will begin where our thinking ends. |
am saying this because IMA Group scam in Bangalore which came to light only recently,
has exactly tried to cash on this loophole. The promoter of IMA, instead of collecting

money in the form of deposits, made depositors shareholders of his Limited Liability
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Partnership firm. Now, you cannot prosecute such fraudsters since you are giving
exemption to LLPs under Clause 2(4)(l). So, | request the hon. Minister not to be so
magnanimous towards such people and companies and amend the Clause accordingly
because they take unsecured loans and from unrelated parties. There is a need to widen
the applicability of Clause 22 of the Bill. Secondly, if you look at the rate and number
with which such scams are taking place during the last 4-5 years, it is mind boggling.
I am giving you the statistics given by none other than our hon. Law Minister. According
to him, CBI had lodged 166 cases in the last 4 years relating to chit fund and multi-
deposit scams. These are only cases registered by the CBI. But, if one looks at the RBI
data, it indicates that between July, 2014 and May, 2018, 978 cases of unauthorised
schemes were discussed at the State-level coordination committee meetings. But, what
the Government has done on these cases is not known. Sir, mere legislation will not do.
We don't want paper tigers in the form of legislation. We want action and protection
for people from such scamsters. Sir, Clause 3 of the Bill bans unregulated deposit
schemes from 21st February, 2019. My concern is what about the people who have
already invested thousands of crores of rupees, the poor and gullible people who have
invested and lost their hard-earned money. What is the action proposed to be taken on
that? Sir, my other point is relating to Clause 32(2) of the Ordinance which deals with
application of CrPC. | wish to mention here that in our State, Karnataka, we have the
Karnataka Protection of Depositors in Financial Establishment Act, 2004. Section 18(2)
of this Act clearly barred application of Section 438 of CrPC which deals with anticipatory
bail if the facts and circumstances discloses the commission of offence punishable under
this Karnataka Act. This proved to be effective, both from the point of view of the
investigator who gets custody of the depositors and also from the point of view of the
financial institutions. 1 would like the hon. Minister to kindly take note of this Karnataka
Act. Further, Sir, while recovering the assets from erring companies and deposit-takers
by attaching the same, the onus of proof must be on the person who objects the
attachment that the attached property is, in no way, connected to either the deposit-
takers or their companies. | am saying this, because if the burden of proof shifts to the
objector, it would be easier to the designated court or competent authority to complete
the process of realization of money. Section 12(5) of Karnataka Act has a provisoin on
this. Sir, there is no provision in the Bill for appointment of special public prosecutors.
In our State Act, we have a provision for appointment of the public prosecutors from
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the advocates who have put in 15 years or more of service and it is very effective in
the State.

Lastly, I would like to mention that the RBI gives monetary intelligence to the
States which will not be sufficient for the Government, or the competent authority, to
attach properties or take preventive action, and ever if they act, it might not stand the
scrutiny of the law. Provision should be made for clear preventive steps. Otherwise, we
are concentrating only on postmortem after the crimes are committed. The Government

should give a serious thought on how we will be able to prevent such offences.

The Bill becomes effective if it acts as a deterrent for intending fraudsters. How
such dangerous illegal activity, which drains thousands of poor families, could be
prevented is a very important factor which needs to be given a serious consideration.
With these observations, and hoping that the hon. Minister will certainly take note of
certain points that | have made, | support the Bill. Thank you, Sir.

SHRI AHAMED HASSAN (West Bengal): Sir, thank you for giving me the
opportunity to speak on this important Bill on the issue which has ailed a large spectrum
of people across the society. Let me make some specific points on this legislation.

My first point is regarding central database. As per Clause 9, the Central Government
will create a database for information on deposit takers. The Data Protection Bill has still
not been tabled. The questions of privacy and surveillance are at stake.

My second point is regarding power to search and seize without warrant. Clause
31(1)(a) allows authorities to enter and search buildings, conveyance or place if they
have reason to suspect malpractice regarding the tenets of the Bill. This is a good
initiative. But again, regulatory oversight is required. What if false raids are carried out?

My third point relates to creating awareness. What initiatives has the Government
taken to create awareness and promote financial literacy among small investors in
relation to not investing in any unregulated deposit schemes? Would they even know

what such schemes are?

Now, | come to my fourth point regarding recommendations of the Parliamentary
Standing Committee. The 2018 Bill was referred to the Parliamentary Standing Committee.
The Government has to specify as to which of the recommendations were accepted and

which were ignored. Has the term “unregulated scheme” been defined with an indicative
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list of a schedule of such schemes? Has the recommendation of the Parliamentary
Committee stating, “with regard to the provision on “wrongful inducement with respect
to unregulated deposit schemes”, as provided under Clause 5 of the Bill, categories such
as agents/sub-agents, intermediaries, brand ambassadors/advertisers/media, etc., should
be specifically included as illustrative examples...” 7, been included? The Committee had
recommended extending jurisdiction to other investigative agencies like the Serious
Fraud Investigation Office. This has not been included. Why?

Now, | will talk about personal loans. Doubts have been expressed as to whether
personal loans are covered by the ban under the Bill. If that is the case, then, a student
will not be able to accept loan of scholarship from a charitable trust, or a household help
will not be able to take an advance from the employer.

Sir, I would like to conclude by again reinforcing the fact that the Government has
to introduce a comprehensive legislation for the unregulated sector and chit funds and
ensure that the common man is not affected or swindled, and the people, who are already
affected, are compensated effectively and in whole. Thank you, Sir.

SHRI A. NAVANEETHAKRISHNAN (Tamil Nadu): Thank you, hon. Deputy
Chairman, Sir, for giving me this opportunity. | rise to support this Bill. I welcome this
Bill. I congratulate our hon. Finance Minister for bringing this Bill because of this
unregulated deposit scheme, the poor people are victimized. Sir, they want to raise funds.
They do not have the bank accounts, they have no collaterals. They do not know the
art of taking loans with an intention to cheat the banks. So, they become victims of the
persons promoting the deposit schemes with high rate of interest because they think
that they can get back the money with huge interest. The poor people are making their
deposits with their hard earned money. But, the deposit takers, according to the language
employed in the Bill, very clearly mentions that they are having the criminal tendency,
they are having the criminal intent to cheat the depositors. Their design is well-known
to their minds, to their conscience and also to their employees and the other co-
promoters. So, without knowing the implications, they are going to cheat the investors
by taking their deposits, and one fine morning, the entire fund will vanish in the thin
air and the firm itself will not be available in that place. | am of the humble view that
the Bill is serving the larger public interest. Sir, 1 would like to draw the kind attention
of the House to the latest judgment of Delhi High Court. Sir, the Delhi High Court has
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taken a very good view and it has held that cheating of large number of investors/
depositors in pursuance to a criminal conspiracy, each deposit by an investor constitutes
a separate and individual transaction. All such transactions cannot be amalgamated and
clubbed into a single FIR by showing one investor as the complainant, and others as
witnesses. Now, what is the modus operandi? Now, the police is saying that they are
receiving complaints from all the investors those who have been cheated by the
investment-taker and they are filing only one FIR and citing all the depositors as
witnesses. But, actually that is not the proper course of action expected and as
contemplated in the CrPC. Sir, the Delhi High Court has made an observation that "Mere
citing a large number of complainants/victims only as witnesses would also deny them
the right to file their protest petitions in the eventuality of a closure report being field
by the police in respect of the complaint on the basis of which FIR was registered, or
the Magistrate not accepting the final report/charge-sheet and discharging the accused.
It was also noted that their right to oppose, or to seek cancellation of bail that the
accused may seek in relation to their particular transaction would also be denied also
if the accused enters into a settlement/compromise with the complainant on whose
complaint the FIR stands registered, the complaints of other victims may go unaddressed".
The reason is very simple. Sir, each and every transaction constitutes a separate distinct
offence. So, separate FIR has to be filed, separate charge-sheet has to be filed and
separate trial has to be conducted. It cannot be clubbed together as a single case. That

is wrong. Sir, one small grievance for me which is subject to correction. | would like to...

SHRI MADHUSUDAN MISTRY (Guijarat): Sir, 1 want to say something.

...(Interruptions)...
SHRI A. NAVANEETHAKRISHNAN: Sir, this is not a court hall.

SHRI JAIRAM RAMESH (Karnataka): Sir, please listen to the hon. Member, he

wants to say something. ...(Interruptions)...

SHRI MADHUSUDAN MISTRY: Sir, no Cabinet Minister is present. What is the

meaning of this debate?...(Interruptions)...
MR. DEPUTY CHAIRMAN: The Minister has just gone.

THE MINISTER OF HEAVY INDUSTRIES AND PUBLIC ENTERPRISES
(SHRI ARVIND GANPAT SAWANT): Sir, I am sitting here.
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SHRI A. NAVANEETHAKRISHNAN: Sir, | would like to draw the kind attention to
the Clause 27 which says “Notwithstanding anything contained in section 4, no
Designated Court shall take cognizance of an offence punishable under that section
except upon a complaint made by the Regulator:

Provided that the provisions of Section 4 and this section shall not apply in
relation to a deposit taker which is a company””.

MR. DEPUTY CHAIRMAN: Please conclude.

SHRI A. NAVANEETHAKRISHNAN: I am concluding, Sir. So, | think, anybody can
set in motion the criminal law. So, this provision has to be re-visited by the Central
Government and needful has to be done. Thank you.

MR. DEPUTY CHAIRMAN: Thank you. Shrimati Kahkashan Perween; not present.
Shri Narain Dass Gupta.

SHRI NARAIN DASS GUPTA (NCT of Delhi): Sir, | thank you for giving me the
opportunity to speak. | rise to support the Banning of Unregulated Deposit Schemes
Bill, 2019.

TR, 9o 7 Th ART G- “aEgdT A, 9@ 9@, daat fagart 177
a1 e, ofds faer onfl &l qem & 981 frar @1 8, Wy fava Siias &
T I8 U agd &1 78] YA [6a1 7 €, Al § $9d] |qule &) 8l § | AR,
ggd B BICI 39HH & AN Sl AU AT A &, 3107 d=di Bl g™ & foIg, STl
el B & forg, fosdt w9y fodt SR 9 1A 89 IR SEdT SUAR aRM & oy,
9 ISRl AT Hwd €1 WfT 39 SR & S unscrupulous companies &, @
SiI schemes T&il, I9®I “ponzi schemes” ded & | ¥R, “ponzi scheme” word fEaRM=
# 7€l ®, ponzi Ud SfeTde IRed &1 A o1, IE DT “sumame” o1, T 1 AT
Ugel SARDT & AN DI el AR HH A B4 8 Mfera Sierd a1 e | S A “ponzi
scheme” popular 3| U ponzi Shemes &dR, &g @Nl o US AT SX& oW HR
39 INE P @I & {6 g7 Uel W U a4 ®UF O HRISY, Udh Ue 3Up =
BT IR €, 399 10 A1l H 10 A1 U4 B SR | 39 UbR A ANl @l el |

Already there are two schemes under the RBI Act under Chapter 3B and 3C.

Chapter 3B regulates the Non-Banking Financial Companies and Chapter 3C regulates
other deposits. But both these schemes fail to regulate this type of unscrupulous
people. 31F TaTHE T U effort fohar, X oMY, o M, I8 f9d B oMY, SH(GY
# e 3} Vel g1 sHd H SUBl B 4 qd A
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Sir, the unregulated deposit schemes usually involves a fraudulent company or
person which promises big returns to early investors. Those returns are usually furnished
by the money from later investors, instead of from a legitimate enterprise. It is a known
fact that such schemes are able to lure the poor, financially illiterate and desperate
people like refugees with the promise of hefty returns. But the genius of these scams
are so sharp that even the best of us sometimes get deceived. Here, | would like to give
the example of former Indian cricket captain, Rahul Dravid, among other notable sports
persons, who had filed a complaint last year that he was cheated of around ¥ 4 crore
by a Ponzi firm. Ponzis like the Saradha Chit Fund scam, Q Net, SpeakAsia, etc., have
looted gullible investors of thousands of crores. This had become a menace in India and

certainly there was a need to address the issue with a dedicated Bill.

Sir, as has been mentioned in the objects of the Bill, the regulators operate in well-
defined areas within the financial sector by regulating particular kinds of entities or
activities. For instance, Non-Banking Financial Companies are under the regulatory and
supervisory jurisdiction of the Reserve Bank of India. Similarly, chit funds, money
circulation including multi-level marketing schemes and schemes offered by co-operative
societies are under the domain of the respective State Governments. There are also
schemes which are regulated by RBI, as | already mentioned, under Chapter 3 B which
regulates the deposits received by Non-Banking Financial Institutions. Chapter 3C of the
RBI Act deals with deposits received under unincorporated bodies. However, they were
not able to safeguard the interests of depositors and with this Bill, we will have three

schemes running parallel; two schemes are already there and this is the third.
MR. DEPUTY CHAIRMAN: Please conclude.

SHRI NARAIN DASS GUPTA: Despite the regulation, these scams were prevalent
in all parts of the country and people continued to invest their hard earned savings in
the hopes of overnight fortune. Financial illiteracy, lack of access to formal banking, lack
of lucrative savings options with bank accounts, marketing and connection often resulted
in people opting for such schemes.

| appreciate the object, but | share the view of the Select Committee which says,
"This Bill may end up leaving unfettered discretion upon enforcement authorities at the

ground level where large number of gullible people depend.."... (Time-bell rings)... 1 will
conclude. It is my last point.
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Clause 31 gives the power of search and entering the premises to the SHO of a
particular police station with the permission of the Superintendent of Police. | would
request that he is too junior an officer to give this type of search warrant and that should

be given to Joint Commissioner of Police.
MR. DEPUTY CHAIRMAN: Please conclude. | am inviting another speaker.

SHRI NARAIN DASS GUPTA: Sir, with this, | support this Bill. Thank you very

much, Sir.

it s g Rig (97 UQw) - UMWY wEIRY, 9ed # S e IR gem ®,
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off IUAUTARY ; 31T S, 379 37T IO 1 geq BT

Y 3o yamg R @x, #§ oud gemm @ qe-g fag G398l Bl 9w edn
g 3R 39 [d &1 q9LT PR gU (U a1 T HRaAl g, dga-9gd gadrs |

DR. K.V.P. RAMACHANDRA RAO (Telangana): Mr. Deputy Chairman, Sir, | thank
you very much for giving me this opportunity. I would like to particularly compliment
Shrimati Nirmala Sitharaman, who started her parliamentary career from my State reaching
greater heights in politics day after day, and also Mr. Anurag Singh Thakur, my Chairman
in the Standing Committee, of which | was a Member for three years and associated with
him. So, I compliment both of them and I also thank you for giving me an opportunity.
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Now, | come to the legislation to protect the depositors, which is being passed by
Parliament. But, people are cheated day by day. The Deposit Protection Act, 1990 was
not sufficient and it became ineffective in protecting the depositors. At least 100 million
people were cheated by various scams, various deposit schemes and companies like
AgriGold, Akshaya Gold, Abhaya Gold, etc. The impact of these financial frauds is very
severe. Millions of families are getting ruined, particularly the people who save money
for their retirement benefits, marriages of their children, education of their children,
health and medical bills. They are getting cheated. We are looking at them in a helpless
way. | only hope that this Bill will be an answer and it would reduce the misery of
depositors and from now, at least, the interest of depositors will be taken care of fully.
Here, we have to also recollect this thing. In my State, | was approached by AgriGold
and Akshaya Gold depositors, where several family members have committed suicides
because of their losses. In this regard, through you, Sir, | am making an appeal to the
hon. Finance Minister to take some of these suggestions into consideration, particularly,
regarding Clauses 9, 13, 30 of the Banning of Unregulated Deposit Schemes Bill, 2019.
My suggestions include the following:-

In Chapter IV, Clause 9 (3), the existing State level coordination Committees headed
by Chief Secretaries in consultation with Union Finance Ministry shall conduct regular
monitoring and create mass awareness of financial frauds across the country. In Chapter
V, Clause 13 (6), competent authority shall have corpus fund, namely, Depositors Protection
Fund, which will be used for disbursement of money to the small depositors upto
¥ 10,000 irrespective of sale of properties; if the sale of properties got delayed. Clause
13 (7), there shall be coordination between the competent authorities of respective States
in regard to sharing of information, proportionate disbursement of money to the
depositors. Clause 13 (8), Central Government shall coordinate with the Chief Secretaries
of the States wherever clarifications or directions are required. In Chapter VII, Clause
30 (a), making it compulsory where the number of depositors are more than 10,000. Then,
Clause 30(b), total value of the amount is more than ¥ 50 crores or of such magnitude
which significantly affect the public interest. Clause 30(4), this Act applies to existing
frauds above ¥ 50 crores or having impact on 10,000 depositors which are under
investigation by State police.

Sir, these are some of the suggestions, which I can make for the present Bill. We
have to take certain more precautions like educating the public.



Government [29 July, 2019] Bills 49

MR. DEPUTY CHAIRMAN: Dr. Rao Garu, please conclude. You have one more
speaker from your Party.

DR. K.V.P. RAMACHANDRA RAQO: Yes, Sir, | am finishing it.

The Government needs to educate people about saving their money. The society
needs to save the money for their future generations and for their own future. Also, at
the same time, this Government has bounden responsibility to take care that the hard-
earned money saved by the public is being protected properly. Thank you very much,
Sir.
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SHRI RIPUN BORA (Assam): Sir, | rise here to support the Banning of Unregulated
Deposit Schemes Bill, 2019. Cutting across political party lines, we have all supported
this Bill. It is because it is a very good Bill and it is the need of the hour. Why is it
the need of the hour? This Bill is to clampdown the illicit deposit-taking activities. That
is number one. Number two is, it prevents operation of un-regulated deposit schemes.
Number three is, it prevents fraudulent default in regulated deposit schemes.

Number four, to prevent wrongful inducement of unregulated deposit schemes. In
fact, these unregulated deposit schemes, nowadays, have become a menace in our
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country. During the past years, we have seen that these unregulated deposit organisations
have grown up by leaps and bounds like mushrooms. Not to speak of the entire country,
nearly six crore people have so far become victims of these unregulated deposit schemes.
My State is a very small State. So far as my State Assam is concerned, you will be
surprised to know that in villages, in semi-urban areas or even in talukas, some
organisations have started motivating the poor people, the women, the daily wage
earners, and tempting them to make their income, double, triple, and so on. They collect
the deposits on daily-basis, weekly-basis, monthly-basis and after two years, three
years, they fly away and their money also goes. Because of that, this is a historic Bill.
Since the Bill is going to stop all this menace, | congratulate the hon. Finance Minister.
Sir, | want to draw the attention of the hon. Finance Minister, through you, to some
shortcomings of the Bill. 1 will very briefly mention that even though there are three
categories of penalties, that is all right for two categories. But so far as one category
is concerned, that is under Clause 3 of the Bill, "banning direct and indirect promotion,
operation and advertisement soliciting participation in an unregulated deposit scheme",
the person who contravenes it, he is liable to a punishment of minimum one year with
a minimum fine of ¥ 2 lakhs. Whereas, the man who accepts such illegal deposits, he
is given punishment of imprisonment for two years and with minimum fine of ¥ 3 lakhs.
My suggestion to the Minister is, since it is a very serious offence, it should be nipped
in the bud. This quantum of punishment is very less. If we give them strong and strict
punishment at the initial stage, it will be a lesson for others and they will not repeat such
offences in future. My second point is, this Bill basically, takes punishment to the
deposit takers. But the individuals, those who induce people for this illegal deposit,
those who motivate the poor and illiterate people for these deposits, they are not taken
for punishment. So that should also be taken into consideration. My third point is this.
The competent authority refers the matter to the Central Bureau of investigation and it
is deemed such that a reference would be with the consent of the State Government.
It is deemed, but | want to suggest that it should be made mandatory. The consent of
the State Government while referring the matter to the Central Bureau of Investigation,
should be made mandatory. That is what | want to say. There is a scope of misuse and
exploitation by police. Here, in this Bill, the police has been given power for search and
seizure without any warrant. The hon. Minister should take care of this thing because
this, for some personal revenge or maybe, politically also, may be misused in later course

of time. Therefore, my suggestion is that this should be taken care of. My another point
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is: The Central Government should authorise to create database of all deposit taking
activity, the information of which may be shared by the CBI, with the Regulator, Income-
tax authorities, and principal officers of the banking company, who suspect that any
client is a deposit taker. Here, | want to say that the State Government should be
involved. If it is done without involving the State Government, there is again the

violation and encroachment of the concept of cooperative federalism.

My time is six minutes. | will take one minute more. Now, | come to the last point.
This Bill was referred to the Standing Committee, and the Standing Committee has also
made some recommendations, and | request the hon. Minister to incorporate all those
recommendations so that all offences, not only offences relating to this, all should be
made non-bailable and cognizable. Earlier, we have been referring the cases only to one
investigating agency;, that is, the CBI. But, CBI is overburdened. Therefore, my suggestion
is, these cases should be referred to some other investigating agency, other than the

CBI, which agency is like the CBI. That is my suggestion.

The other suggestion, which is most important, is regarding SEBI. Sir, so far as the

role of SEBI is concerned...(Interruptions)...
MR. DEPUTY CHAIRMAN: Please conclude now.

SHRI RIPUN BORA: Sir, just one minute. Sir, the collective investment schemes are
regulated by SEBI. Now, only one CIS is registered with SEBI. ...(Interruptions)...
Therefore, SEBI should be asked to review their guidelines. Lastly...(Interruptions)...

MR. DEPUTY CHAIRMAN: No, | will not allow.

SHRI RIPUN BORA: With this suggestion, | support the Bill.
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MR. DEPUTY CHAIRMAN: Now, Shri Elamaram Kareem.

SHRI ELAMARAM KAREEM : Mr. Deputy Chairman, Sir, thank you for giving me
an opportunity to speak on this Bill. I am not going for an elaboration. Earlier, | told
about the sanctity of the Ordinance. In fact, our colleagues have already explained their
point of view about this Bill. Once more, | raise the issue of bringing Ordinance without
much discussion in this House. That is all. Thank you.

MR. DEPUTY CHAIRMAN: Now, Minister's reply. Shri Anurag Singh Thakur.
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9 2015 ¥, 1691 i FHT BT YBINd W, IR, 2015 H 37U+l RUC <1, they have

also examined the efficacy of collective investment schemes, chit funds etc. What were

the recommendations of the Standing Committee? The Standing Committee recommended
that the Government may bring effective, administrative and enforcement measures as
well as appropriate legislative provisions through enactment of a Central legislation. So,
subsequently, the Government has constituted an Inter-Ministerial Group for identifying
gaps in the existing regulatory framework for deposit taking activities and to suggest
administrative and legislative measures including formulation of a new law to cover all
aspects of deposit taking. Now, the recommendations made by IMG included a new
Central legislation in order to tackle the menace of illicit deposit taking schemes ¥R, Sid
SEM g a1, 99 vd 9 o & v e sifeRie 9o o mn seer am
& T/, Banning of Unregulated Deposit Schemes Bill, 2018; it was introduced in Lok

Sabha on 18th July, 2018. The said Bill was sent to the Standing Committee on Finance
on 10th August, 2018 for examination and report. The Bill, along with recommendations
came back and it was further discussed, considered and passed in the Lok Sabha on
13th February, 2019. ¥R, $t ¥Tel, 13 HRAX!, 2019 I o M| 1641 &ld AT &
9gd &4 fad 38 MY 9, S=F f9d U ) fRan) I 9 A fad Sd-erg T8 @l
U, RAife JEF W BSA adjourn 1 TR, sine die 81 AT iR IEf W uE 9 a7
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¢ TET ¥, 9T AR g ¥ g, i 97 ot ¥ e # vis 9 w1 it
ATHY D] FaT BT B fhar Sar? | think, that is what led to the promulgation of

the Ordinance by the hon. President to safaguard the interests of gullible people, the
poor and the needy people. TRHR 7 AUAT ¥ I FHT W 4R @R ol &9 W9
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Sir, now | will talk about some salient features of the Bill on which most of the hon.
Members have already spoken. Sir, this Bill aims to prevent such unregulated deposit
schemes or arrangements in their inception. X, 9gd ¥R AN A&l - w8l & I8
HY AT BIN? IR, B Y &b Do 3 H 9 FSIA Bl a1d Pal &, Sl 9 Wgeled
g, 7 MR Wi &1 ot 79d €, 9 o Jedia €1 SHd SRR & d9E} Sl
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STH RN & d1EY ©, 98 IMeics ¥ iR R fad 9 a' fd wwr @1 S,
I YIS 99 M9, S A & 919 39 dRE & iad W IR g9 gd g, S99
U QUi fORM™ ST ST |

SUFHIRT HEIGT, T 39 IR H AW AT Y UAIAT 81 JET &, ST HET T
5 et o oif fasma # o ameHft @1 9gd feawma oM, &1 fegwma el
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g1 ol ¥, S eFigelcs fSuifvied ThiFd &, SHd a3 3R d Wgelcs
T8 B 319 O9 3 Y Ude g1 <1, dl 3P ¥9 g9 Bl AR W 1Al B
PRI & U™ B

YA ST, I8 HET AT T 'to meet the personal and social commitments (or)
medical and educational urgencies will dry up as no amount can be borrowed from
persons other than relatives as defined under the Companies Act. The definition is
restricted to only immediate family members.' Let me clarify here that 'the loans can be
taken from banks and other financial institutions listed in Schedule I. The loans for such
exigencies are exempted under Clause 2 (4) (a), (b), (c), (d) and other deposits which are
listed in Schedule 1 of the banning of the unregulated deposit schemes. S 3TTdT I8

Fel T fF Whew iR Yelffcsd ¥ T of| This is about banning of the unregulated

deposit schemes. S99 <1 fdeRRell w81 1 2- The deposits taken in the ordinary
course of business are not banned under the Bill and this is to ensure that common
people who are in need of loans from friends, relatives for emergent and immediate needs
do not face any hardships. %, I8 SiffeTRI &I 3t faog & €, 9@ gRwm
T 87 S g-hH oo b AN 222 & 3Fd Hal T8 & 3R HH-IS Tae & I
185 # ®el TS ¥, g8 URWNT $HH W AT ERM| g Al "R gRe oy ok

IR Y WSl T SorT T $9P ITdl R 210, $9F Irardr Clause 2(10),

9% 91 | dal T4 as clarification in (ix) “every artificial juridical person, not falling
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within any of the preceding sub-clauses;" The objective is to provide a comprehensive
definition of a person. Therefore, rest of the legal entities which have not been converted
in Clause 2(10) (i to viii) will also be included in the definition of a person.

R, 1 P UY Ud PV Y A G&RI 4 HEl & priorities of depositors
claim. B9 I8 U9y AT fhar & fh 99 ugel wmefiedr S9al e, 5 N9
P UAT BT B3N © SR I8 9gd MWR ¥ fda o foar w1 €1 Sir, the provision
is aimed at protecting the interests of depositor and giving them top priority as otherwise

provided in the SARFAESI Act or in the Insolvency and Bankruptcy Code. It indicates
that the claim of depositors will have priority over others except in SARFAESI Act or
the IBC.

AR, PV AR 91 IJei W AR AEGT 7 P, S FelR B dI ara of | -
arft st orR R Sft 1 ot form araa @t for sS99I 391 Ao & Wy S[ed
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TART T 3R 9¢ Wl & fF &9 9 &9 39 TRIF B Ay & ¢ $99 I8 98d
fFerR B9 AR 3R SHIfAT B899 s@®! gRYYT & 4l g fSed § &8l T R
M SR UEd, al “No person by whatever name called shall knowingly make any

statement, promise or forecast which is false, deceptive or misleading in material facts
or deliberately conceal any material facts, to induce another person to invest in, or
become a member or participant of any Unregulated Deposit Scheme.”” ¥R, SH®! do!
foRerR o 2

3R g Sff <1 SR 91! |ikel F Sl e, AR, BIs Wl 8l, Racrsl, -, A
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H sHfIg &1 S RET g, il MUP! AUAT 3Tl et i <91 8, <fbT gae o 99
fawaR & Ay 91l B wET T ® | ¥R, Real Estate Sector @1 910 el TS, that will
be hit hard as deposit can only be accepted for designated transaction and can be
adjusted against the future sale consideration. Sir, let me clarify that such transactions
are exempted under Clause 2(4) (g) and (i).

HEIGd, AT St 7 @el % unregulated deposit @& % # &, I TR | &
R A8 99 B2 Ugel I8 BIAT AT fob ST 19T 1 aR] 9915 8, Al Pls ST fShiee
HIAT A1, A b I15 YRR BT AT| SHBI AdAd JATE B BT SR HIAT TSl
AT UEel IAWTY PRI, T9 SMHR PO BIAN AT 8T W B ASYes H Sl Al RN
for v € S WY S §® BN, 98 unregulated BN 3R SHG FUR TEA o
T B TR B Addl ®, dife TRI9 Afed S I H T B | W), 398 39 dial Bl
wraer ft fear T 2

Shri P. Wilson talked about attachment under Clause 7(3) by the competent authority.
Sir, under Clause7 (3), the competent authority has the power to provisionally attach the
deposit held by the deposit-taker, including the property acquired by the deposit-taker
in his or her name or in the name of any other person. Sir, this is only provisional
attachment. Under Clause 14(1), the competent authority shall move to the designated
court, ST ST 9T # BN for making provisional attachment as absolute.

Sir, under Clause 15(6), the Designated Court shall complete the proceedings within
a period of one hundred and eighty days from the date of receipt of the application from
the competent authority. Therefore, the attachment by the competent authority is not
indefinite. Sir, he also raised another issue under Clause 2(4). | wish to submit that 15
days time is counted from the day on which they become due for refund.

AEIGY, W oIy, #9 $IS 8% & oA, 98 W 8% el @ U, S9d ugE
e & 918, 99 98 )7 R 781 ¢ yrn, 9 Sd) g8 Unregulated Deposit Scheme
% I ST | IHP I15 B ITD HU, §9 U@L & I 3 Hriare! Po s |

HEIqd, Sl WaM 32 WX, competent authority WX Y®T & The competent
authority in the State Government will refer the case of investigation by the CBI only
after completing the due process in the State Government. So, this will be taken care
of at the State Government level.

oNF S & U &l HY Ugel & SO} o fIAT ¥, save as otherwise provided,
[H W AT T g AR IS S 7 FET & efforts made by the Government for
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NBFCs. Sir, for purchase of high-rated pool assets of financially sound NBFCs amounting
to ¥ 1 lakh crores during the current financial year, the Government will provide one-
time six months partial credit guarantee to public sector banks for first loss up to 10 per

cent.
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fopar €, aifs 9fa=y o VA1 $© 7 B, B9 I8l U= Ul U PR QAT €1 s«
#H gR! TSI IRITST el g1 aredl fb 38R A1 SR | I8 TN & f’d &1 e
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W, B AR I | g1 J&f a1 T {6 sHD! R FHel A1 S| 3G 37
ARy fF @R fhas v o & €1 39 g1 9% uraen= faar T €, “Any deposit
taker who solicits deposits in contravention of clause 3 shall be punishable with
imprisonment for a term which shall not be less than one year but which may extend
to five years and with fine which shall not be less than two lakh rupees but which may
extend to ten lakh rupees." "Any deposit taker who accepts deposits in contravention
of clause 3 shall be punishable with imprisonment for a term which shall not be less than

two years but which may extend to seven years and with fine which shall not be less
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than three lakh rupees but which may extend to ten lakh rupees." 3F"R $HH P& 3R
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GTPHT IS U SUAR BRT| M S W SR <@ Adhd & b IF Al regulate
company & 3R @M ¥ unregulated company €| $H®I QX SMGRT MUDT S
central database WX el OTQAT |

W, 39 999 W g & oY 980 38 &, fd § 9 | a1 &1 fFaeT dwm
o oMy 99 TRi9 & 8T d TP MH Al 915 © 3R 3N 99l 9d & fb SRar
@ #em W 9E 1 Standing Committee &1 ST recommendations off, S9 Wa®l <@
Comprehensive Bill <1 /71 1 TRI€l &1 U7 ponzi schemes # 5 @RI SV, gafely
3 AP b I @l a9 7 MW WEAfd W 39 a7 U e} four 7, | &
ART amendments aTTd o <l TS | H 757 FHT H UBCl 9R dldl <81 §, I8 3T qUT
TS 21 H IR IR A |9 BT [iES I8 g1 98l Fa EAN B, A WeAfd
¥ 39 fda7 & recommendations & T fHaT 3R T amendments <8 T8 off, 7 o
Qo o off TS 1 Igl Wt § oo |t aRseoHl, @) g |@raet @ frded erdn
g f oMy 991 oiR 39 faa 31 o amfiaie <, a@rfe W9 & fed & g ok Swa!
ST HHATS BT 9 & [T 89 I8 el U IR A iR S99 Al & RIare drars
TR GF | B B B & T A, S 5 ve A e T w59 e
IR HEH AN A9 §, odfbd 899 W IR AT o &) 39 9o R foor fear g
# e aRar g & g W ST AR $eH AN BN SR NG BT UH qE S |

AT SUTdfcr oY, ofd § # A€T Bl wedl § b AU g3 dle B AR
fean, sae forg # Sue! gwydre odr § iR § wWl A gl | Frded #Rar §
f5 9 59 [ @ U H| 31y | HT dgd-9gd IS |

MR. DEPUTY CHAIRMAN: I shall first put the Statutory Resolution moved by
Shri Elamaram Kareem to vote. The question is:
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"That this House disapproves the Banning of Unregulated Deposit Schemes
Ordinance, 2019 (No.7 of 2019) promulgated by the President of India on 21st
February, 2019."

The motion was negatived.

MR. DEPUTY CHAIRMAN: I shall now put the motion moved by Shri Anurag
Singh Thakur to vote. The question is:

“That the Bill to provide for a comprehensive mechanism to ban the unregulated
deposit schemes, other than deposits taken in the ordinary course of business, and
to protect the interest of depositors and for matters connected therewith or incidental
thereto, as passed by Lok Sabha, be taken into consideration.””

The motion was adopted.

MR. DEPUTY CHAIRMAN: We shall now take up clause-by-clause consideration
of the Bill.

Clauses 2 to 6 were added to the Bill.

MR. DEPUTY CHAIRMAN: Now Clause 7. There is one Amendment (No.1) by
Dr. T. Subbarami Reddy. Are you moving your Amedment?

DR. T. SUBBARAMI REDDY: Shri Anurag Thakur has given a very good reply.

It was a comprehensive reply. | am very much satisfied. So, | am not moving it.

Clause 7 was added to the Bill.

Clauses 8 to 13 were added to the Bill.

MR. DEPUTY CHAIRMAN: Now Clause 14. There is one Amendment (No.2) by
Dr. T. Subbarami Reddy. Are you moving your Amendment?

DR. T. SUBBARAMI REDDY: Sir, | am not moving it. | am satisfied with the reply
given by Shri Anurag Singh Thakur.

Clause 14 was added to the Bill.
Clauses 15 to 20 were added to the Bill.

MR. DEPUTY CHAIRMAN: Now Clause 21. There are two Amendments ( Nos.3
& 4) by Dr. T. Subbarami Reddy. Are you moving your Amendments?
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DR. T. SUBBARAMI REDDY: | am not moving the Amendments, Sir.

Clause 21 was added to the Bill.
Clauses 22 to 30 were added to the Bill.

MR. DEPUTY CHAIRMAN: Now Clause 31. There is one Amendment ( No.5) by
Dr. T. Subbarami Reddy. Are you moving your Amendment?

DR. T. SUBBARAMI REDDY: Sir, | am not moving it.
Clause 31 was added to the Bill.

Clauses 32 to 44, the First Schedule and the Second
Schedule were added to the Bill.

Clause 1, the Enacting Formula and the Title were added to the Bill.

MR. DEPUTY CHAIRMAN: Now, Shri Anurag Thakur to move that the Bill be
passed.

SHRI ANURAG SINGH THAKUR: Sir, before I move, | would like to thank Dr. T.
Subbarami Reddy for not prossing the Amendments and also all the Members for
supporting the Bill.

Sir, | move:
That the Bill be passed. ...(Interruptions)..

MR. DEPUTY CHAIRMAN: You are not permitted, Mr. Rangarajan. You are a
senior Member. You have no permission to speak. It will not go on record. Motion
moved that the Bill be passed. The question is:

That the Bill be passed.
The motion was adopted.
The Insolvency and Bankruptcy Code (Amendment) Bill, 2019

MR. DEPUTY CHAIRMAN: Shrimati Nirmala Sitharaman to move a motion for
consideration of the Insolvency and Bankruptcy Code (Amendment) Bill, 2019.

THE MINISTER OF FINANCE AND THE MINISTER OF CORPORATE AFFAIRS
(SHRIMATI NIRMALA SITHARAMAN): Sir, I move :

"That the Bill further to amend the Insolvency and Bankruptcy Code, 2016, be

taken into consideration."



