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"5.(1) Any association concerned with the regulation and control of
forward contracts which is desirous of being recognised for the purpose
of this Act may make an application in the prescribed manner to the
Central Government."
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STATEMENT OF OBJECTS AND REASONS

"The Government have been expanding the scope of future trading
in India, in that direction, the Government had constituted a Committee
in Jone, 1993 under the Chairmanship of Prof. K.N. Kabra."
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“To provide for a difinition of futures contract as there is no definition
of futures contract in the Act at prasent.”
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4.00 p.m.

wad 3% @ A 39 Ifaw g foor o) gwe  d§, SHA-wdw | @
- = =t A = ey it w e Qe 2R e e w6t R
SR HA et e -1 f om vl o v &, Ffivm wr R fEn =
et F 2 sl IS # e 21 w1 L faem ), A U Tafmm s d i
o gooh $1 F&0 & fowd 7% 355 # @9 ua | 37 3 o fason W @ 1
o foru T ot g Sga SRS ST e 3 ) E ued e aE 9,
wiferat s 43 9 ot &dl %1 & R A Fe A wre B TR T TS e 9,
2-AR e fiyeret IEA 99 S A A | -9 T o IEE S 2 s 4 oy
= B agd § wF foeifes 3 3 feuaroTsss &) ARy $7@, £8 91 Je
ok St S Wferdl § g, 39 BOe FT ® fAu s a1 13 776 o T
T T GE 1993 H AT | TP TR UH FAS A3 T o 3wen Qo =0 BT
ST R T I Foren g R}, or| 9 A v wwd, Afr i gr e g ¥
w1 o ferg 27 it sod ot e o o sl g e o R @ e o
o Ed 3 foran g & f o S dd, S 6t T Et, s w6 @R A,
e ke R ¥R T 8, wedifas @ o vt 8, feg ae-gene e
A i 2- sl =1 fiered 2, g o 7 99 & fRT, T I A
W0 e ugE wa, fod wegee ofen we ¥ | fagare oik wagere 3 ¥ frm
qTE T Puen foa? TR AR W B g iR aw-g% ¥ sk S We 9=
ST T RIE TEH FHT D A GEIHeR 250 F 37 IR EE HTT |
3 It F B €, o Her T A 9ES T @ 00 91 ) gER FeS ol %
fore e FiteE a gl €, Yo SifFEn o o Fies a9 s g s 2 afee
T SR T SETEHAT 9t dt 3 T e § TR B @ T SR v
T ¥ 39 I H W v R R | 5 v Tl v A B WS 9% 98 vee
sifEmarR &0 11 e 7 g dwen foan ¥ o famn gon €, f dtvm 99
FHiae o, 7 T ww §,

"5.(1) Any assaciation concerned with the regulation and control of
forward contracts which is desirous of being recognised for the purposes
of this Act may make an application in the prescribed manner to the
Central Government."

34 FHRI FOH S 98 FHYE & T ACN | FHYF ITH §H g
1w T W, B FIS BN 17T T wae 1 50 ¥ ) o s Wy Wy
% T w1 ¥ 1 3 3w wife, ww 2 d famn ge )
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ITREAE (S TN T ®w ) SR g fama R sme 3@ 2

St WIA TR AMEEL: I 37 F8 U9 fFw o [ w9 T, 7R 0w
Zfén wea F 3k N 98 W I T 9, wrafEn g 4 fe feen 7w |9
AT | Ueh = B O, T Qo Bl 91 L e 155 @ B e e s e | 9
¥ aawe WA faegs a0 ¥ el S & fet = s s S &
3k fdt vl & feme T Fe W ¥ st aE 4 F I | @i e S fer
FRATEN A /1§ 1 S AR FT HA¥IH ¢, 34D (Thraes w93 B fom vl 3
A -av v fau ¥ ) ol ol o siedaew v ey F fean €

Statement of Objects and Reasons

"The Government have been expanding the scope of future frading
in India. In that direction, the Government had constituted a Committee
in June, 1993 under the Chairmanship of Prof. K.N. Kabra."

TE 1952 FUF T I THF AT TS FHIVA S3091 73 390 I 3 fEE e
FLEI T TR 1952 F1 o1 3 3 A & g 1963 H e 7 3wt Formn
gam ¥ & fem-for et mad wsem)

"To provide for definition of futures contract as there is no definition
of futures contract in the Act at present.”

@ afgweh o8 TETT-a ¥ e gew &) e wfe & s s S i
Bt ? v wig wwl €, S =% Y9 @ i Fum we te endt 1 59 9w W e,
17 # fon mfex & maie =1 aroft o SR wei=0 e € 1 3Ed sned! W asiaa
7, ferarea TEfTIE Fi S99 W U FHIvE 399 fewEa w1 A 36 W dwen
= 31 3 e 299 fF A3 T M IR ¥ B FIH HT | W T TE T GE 171
23 ¥ TSk am R | saat S T A1 9w w7 | TR A g W
TF T w0 AR ad 7 T8 FIN A o o i ¥ w7 9 O SR O
fragye atd &t (9 TafauyA fe@ s il ol =5 fefuas S femss
F T SR SH A FFM O fE IR R A m e g En st
& wE ofEn 2R SR IR AR & gafas i € vy 2R ¥ A o
FHIYE &1 TR W 73 2 B8 W A 9 {5 7 e 1 ce ) feam o) 3fem
Tm 3 & fom, 399 dTEd &) dam w3 o weem s ) frza i
i F frgrner v ®) Thm F1 €1 3R w5 i 3 ol s et 9y
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a9 11 fem, ook wéA & wre ¢ g 78 & 3o @ S a9 9w I B w5
R gEi W HE fam ad e i 192 A A i e 93 9, AT
TE =1 o7 1 A IR 79 ] e R 9 3R A A e o wael I R ) 3 36
FEe F {6 B R A T s F s S ded &, Y gmgm € i
T Wifefin 3 gad g 9fvart v g ) safau % 9ga A st dmgad
37 | Farevm & o Y srrewd Wage 78 wu g i woeat s @
g | srmfeed ot aga w8 et Wiftefin £9 Ol 3% S8 I fea s R
F TTera w1 g R ¥ ofR frwrt Y e 7 ® 2 9% Buen #9 fom smm?
TEE T W0 TRz iR Fote S FEEeT @ €n? 3He) 99 fwa e, a7
Hoet T 7Y 3@} i weltmene @ ot & wae d-dh e wd @ g @
A1t &, IARE T YiE-vi O et 8 9 ¥ (e < e 3fE ¥, we uw s W
3fem &1 7t ey St an = A, T veE U wEe v g gage € e g
TR, Wi St =isit @ sy SR 2 9 1 R AE R 0ew § e @
Tarfas T8 TN Wt 9% agd THAE ot HOT | 957 9 sEEERS 798 9 o
3 st el Y TRam st 9ot 98 79 T8 § i feam = 8 S e,
ot HAfE F1 Hré w7 78 fean T ¥ ) qu v v Sifae e S feam
% A0 w1 fem s, srcEs e, R fEn B, st Im aw wrAd St ¥ A
T i hA F 07w AfEn YA TR A, e e wE
T e 0 g s i ag 1952 i wER R, 1993 ¥ fmatvn @ X s @ qm
feg %t a7 3@ i fr 7o fram &1 Fd A &K e a8 SR g #
fosr gon, &t &=t & =\ & sk 3 T | R e € g0 R 19 A UES
vae forg 3w & fr o1e 5 s e o | gae) ifveftn st eRiEdz ®
H 3 w3 oS 1 ¥ T T v FE Al fEEm 1 IwEn 7 ugR ) v=ag )
SHRI P. G. NARAYANAN {Tamil Nadu): Mr. Vice-Chairman, Sir, from
the time the economic liberalisation of the Indian economy began, the
successive Governments have been expanding the scope of future

trading in India. The present Bill is to assess the role of the Forward
Markets Commission.

The Government had constituted a Committee in June, 1993, under
the Chairmanship of Prof. K.N. Kabra, a Professor of the indian Institute
of Public Administration, to review the operaticns of forward markets and
to assess the role of the Forward Markets Commission.
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The Committee submitted its proposals for amending the Forward
Contracts Act, 1952, to strengthen the Forward Markets Commission as
also arrangements for trading.

The Forward Markets Commission regulates commaodity futures
trading in India. Its role is identical to that of Commaodity Futures Trading
Commission of the United States.

The World Bank has acknowledge India's long experience in operating
and managing cormmodity future markets. It has observed that restrictive
policies have not provided India's agriculture future market a chance to
contribute to price risk management and that the restrictive policies have
discourged them from upgrading their institutional capabilities.

Analysing all these, it is proposed to amend the existing Forward
Contract (Regulations} Act, 1952. A modification of the definition of specific
delivery contracts and non-transferable specific deliveries so as to make
delivery of goods compulsory and to make perfornace of such a contract,
by any means is, indeed, a welcome step.

Further, it is proposed to define Future Contract and to provide for
regulation in section 19, which needs to be addressed at length at the
time of implementation.

The implementing authorities should be very caretul in recognising
the dealings through brokers, in addition to the members of the commaodity
exchange, as there is always room for manipulations.

These amendments are aimed at strengthening the existing
systems and developing marketing systems that are consistent with the
economic liberalisation and globalisation. With these submissions, |
welcome this Bill. Thank you.

SHRI B.P. APTE (Maharashtra): Mr. Vice-Chairman, Sir, | thank
you for giving me this opportunity to say a few words on this Bill. Sir,
forward contracts in this country were helpful to the economy and therefore,
were in use even before the Contract Act and after the enactment of the
Contract Act. After Independence, it was found that there was something
wrong with certain forward contracts. The contracts were not genuine
and only differences were being paid and taken. Therefore, the present
enactment which was made in the year 1952, came on the Statute Book.
The enactment contemplated regulating the forward contracts, not
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prohibiting. Here the relevance of the present amendment comes in.
Forward contracts were regulated, but options in goods were totally
prohibited. The amendment today seeks to remove this prohibition on
options of goods and as regulating forward contracts is the objective of
this legislation, now regulating cptions in goods has become the objective
of this legislation and to that extent, it goes one step forward from-the
1952 |egislation. While doing this, there are two material restrictions and
expansions brought in by the present Bill. One is making the delivery of
goods compulsory so that the speculative part of forward contracting,
which really becomes the bane of the industry, is avoided. Now the
question of specific delivery contracts is clearly defined to demonstrate
that there has to be not only an exchange of documents of title but also
actual delivery of goods. Naturally, because the delivery of goods is
made compulsocry, the period for that purpose is sought to be extended
from 11 days to 30 days. What is more important, according to me, is not
this compulsion on the actual delivery of goods but the recognition of the
fact that in trading looking to the future is necessary and only a spot
transaction will not help. In a way, this is recognition of the present day
needs where e-governance and e-business are taking shape; that you
have to look into the future and talk to others without actually using the
goods. therefore, now, even option in goods is not prohibited, but sought
to be regulated.

Sir, one more important aspect of the amendment is regarding the
provision for registration and, in a way, recognition of brokers by the
Commission. Brokerage or agency was not exactly prohibited by the
earlier legislation. But, now, it is sought to be regulated by making
registration of the brokers compulsory by adding a new Chapter—
Chapter Il B—to the principal Act.

The other important amendment, which would in a way, help the
forward contract, is the provision for brokers in participating in this,
apart from the associations, which are made really the agencies for the
purposes of controlling this forward contracting. Brokers are also now
given a role to play and that make the iorward contracting a forward
looking business and from that point of view, actually, on the basis of
certain recommendations of the committee, the present Bill is
introduced. | befieve this Bill will help the farmers. Therefore, | support
this amendment. Thank you.
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SHRI S. VIDUTHALAI VIRUMBI (Tamil Nadu): Mr. Vice-Chairman,
Sir, | rise to support the forward Contracts (Regulations) Amendment
Bill, 1998. After this Bill is passed and becomes a part of the statute
book, the delivery of goods in the specific delivery contract as well as in
non-transferrable specific contract became an essential one. Therefore,
once the delivery of goods becomes compuisory, the speculations in
tfuture contract, | hope, will be minimised. Sir, if the delivery is not made,
| think, after this enactment, it will be punishable. And also, sundries
cannot enter into the trade. Only the members of the Commodity
Exchange as well as recognised brokers can enter into the business. If
anybody, other than these two, enters into the business, they are
punishable. Sir, then, | come to the definition. Previously it was fixed
that delivery has to be made within eleven days under the ready delivery
contract. Now, it has been extended to thirty days. Actually, it has removed
the prohibition in the 'Option in goods.' What is 'Option in goods?' | would
like to quote from the Report of the Committee. | quote from page sixteen
of the Report of the Kabra Committee. | quote, "The options are risk
management instrument that do not lock in prices but protect those who
buy them against the unfavourable price movement while maintaining
the possibility to profit from favourable funds. An option contract is the
right, but not the obligation to purchase or sell a certain commodity at a
pre-arranged price, the strike price or before a specifed date..." This
particular option was previously prohibited under Section 18 of the Act. |
guote Section 19 of the Act. It says, "Notwithstanding anything contained
in this Act or in any other law for the time being in force, all options in
goods enter into after the date on which the Section comes into force
shall be legal. This prohibition has been removed trom this particular
amendment bill. Sir, even though such things have happened, we want
some mere improvement in this Bill. { hope, the concerned Ministry had
given some assurance to the Standing Committee that they were going
to establish a National Commodity Exchange. Now, the forward Markets
Commission is working. The enforcement division of the forward Markets
Commission has to be further strengthened. The Forward Markets
Commission should be empowered to have experienced people,
professional people, and the people who are qualified in that particular
area. If the Forward Markets Commission wants to have them, they must
be empowered to do so. But this provision has not been incorporated in
the amendment Bill. Therefore, | would like to know whether the
Government would come forward with National Commaodity Exchange.

321



RAJYA SABHA [15 December, 2003]

Then, the third point that | wish to make is regarding the 'punishment',
Here, instead of a fine of Rs. 1,000 it is, now, Rs. 5,000. In Australia, the
exemptions in income tax are according to the inflation of the country.
Once the percentage of inflation is approved by the Government and
published in the gazette, the income tax authorities can automatically
enhance the exemptions of the income tax, according to the inflation.
There is no such provision in this Act. The Act mentions the amount of
fine from Rs. 1,000 to Rs. 5,000. But the Standing Committee had preferred
something eise. The Standing Committee was of the view that instead of
mertioning the arnount, prescribing the amount in the Act itself, it would
like to leave it with the rules. According to the circumstances, the rules
can be changed, and put before us. If it is not updated within thirty days,
it would automatically come into effect. Therefore, instead of mentioning
the amount, it can be in the rules. Then, they have mentioned Rs. 5,000
as the amount offine. But the Committee had recommended it to go up
from Rs. 1,000 to Rs. 10,000. But the reason attributed by the Government
for reducing it from Rs. 10,000 to Rs. 5,000 is, if it is Rs. 10,000 it will
have to go to the District Judge, from there it will have to proceed to the
High Court; but, if it is Rs. 5,000, a first-class judicial magistrate can
deal with it, thereby, making it easy. But easy for whom? Is it easy for
the nation or bureauctats? Then, it can go to the District Magistrate from
the first-class judicial magistrate. | think, the reason attributed by the
Ministry has not been accepted by the Standing Committee. The
observations of the Standing Committee were different. | quote from the
report of the Standing Committee. it says, “The Committee is not satisfied
with the reply of the Government that the Government will have to move
amendments for increasing the quantum of fine, time and again. In the
opinon of the Committee, the quantum of fine should be fixed in accordance
with the gravity of the offence. The executive should have the powers to
change the same". The Committee, therefore, recommended that instead
of qualifying the fine, the word as prescribed in the existing law, should
be substituted so that the executive has the powers to change the same
as and when required, instead of moving fresh amendments to the Act.

Even though | support this Bill, | feel, it is incomprehensive one. It
has to be further improved. | would also like that whatever observations
have been made by the Standing Committee must have weightage in the
Ministry. | hope, they will go through that, and will further improve it. With
these words, 1 conclude, Sir.
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9 frfasa feemad gro & afew fon od | giwei 8, 19 feaat s &
wEHE % fau, syawmey wEeg, § oo s 5% s o o svid fw
# feg wmwm og= 2 o 11 fe wfefade 7@ €19« 98 9o ug=m & fou gy
foe =fen @t 77 ar=a1 wraus ¥ f& s@d 30 feA feg o &1 Ay amowR A
4 9P it W 7 9w fen wn @ qaaTe ot w1 399 wina fewm =
7% | foa® 77 79ga 9 w% (F 7 € fF S wRed miwe wiftee & are swd
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Io+t ofe 7 3, S a% wd Yap st ww b AfE f ffrn dhwsm wa A
FET 9ed § % 30! Aoreg fEan STEm oft woEm w0 & Wig ol gt
weata ¥ 3R gEema § € o) | "oy e smoen fE b f men S A
foa e o om0 e & 3w s ved e A EE A gH AW AR I
aryen 36 | 7 9 3o fom ? fafvea i w wwan w5 e € fw 3w fean
Tt St T 3R T TEag | 76 A FY A w1 5w ¥ 1% 5 vl
% WY A wE A S A and @ ¥, o T w9 e i €

ITNIEY ( A T v i ) : WA 9% {6

* afim dfagy (faframm) fufaam, 1952 w1 3 deiem =@ 9w fadgs
w fa=r fmar ey’
ey wftEa g
ITAATEAE (5 T R S ) 319 B uER e w )
Y-2 9§ 4 fadas & simad
IqGWTERE (A TN W HfE) : I9T9- 4T 9 U "N T A IRE
qred =i,
NEW CLAUSE-4A

SHRI SHARAD YADAYV: Sir, | move:
8. That at page 2, after line 28, the following clause be inserted,
namely,—
"4A. In Section 4A of the principal Act, in sub-section (3),—
(i} forthe words and tigures "Code of Criminal Procedure
1898", the words and figures 'Code of Criminial Procedure 1973"
shall be substituted.

(i} for the words and figures "Section 482 of the said Code", the
words and figures "Section 346 of the said Code" shall be
substituted.

e R w4 feran wan st arita g
uI-4 ¢ agraviiya fades &1 5 1=
gy I fadas & s gt
IqEaTeRe (st TR W FGF ) : 96, 770 TH GEE T
CLAUSE-6: AMENDMENT OF SECTION 14 a
SHRI SHARAD YADAV: Sir, | move:

{(No.4) That at page 2, line 38, forthe figure "1998" the figure "2003"
be substituted.
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w1 W e war siv wift gen
uTq 6 qu wenfua fatas %1 aim w= )
ar0-7 A 9 fadyw w1 s
Iqaay (A on FHTEew) : a-), sod ue dviee §

CLAUSE 10: AMENDMENT OF SECTION 20
SHRI SHARAD YADAV: Sir, | move:

(No.5) That at page 4, for lines 13-14, the following be substituted,
namely-

"(b) after clause (e), in clauses (i) and (ii), for the words ‘one
thousand rupees', the words 'five thousand rupees but which
may extend to twenty five lakh rupees’ shall be substituted."

w&E R W4 o v i wfta gam
uTa- 10 Aarinfia frdaes w1 sim a |
IR (5 TN GE ) : 90— 1, T W T
CLAUSE 11: AMENDMENT OF SECTION 21
it IR Aga: HESA, H yeard g fF
(6) g9 4, 9f 14-15 & WM W F=fafaa vieanfya fe om:-

Y w, gE it | a2 &%, @3 () F 3vEs (9) g () )
"I T FAU A HH % T A e % T W, i e U0 g & &

Y W A ferm wan i wita gen

Ty - 11 gurETiiva fadas w1 o =
Iqaeas (S T v S um 1 (%) s () F st o e

zI
NEW CLAUSES 11 AANDB
AMENDMENT OF SECTION 22 A
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st 2 Aga: FEed, § W S g
(7) g3 4, 9 15 % wewma Prafafas 0 g@s o sy fog 9, stafq:-
11 %, @ sifafTge F 90 22 % HT 59U (2) H-

9. ‘g ufwmar dfem, 1898 ' U= AR il & M W g witean e, 1973 "
= 3R 3w wireafya fau wmd

10. "oy dfgm w1 W 987! ] 3R ST & wum W Iaa diedm i v 04
g 3R 3t wigeaniua fan <)

AMENDMENT OF SECTION 23

"1, go Afufram 1 uw 23 4 4 <o gfima wfe, 1898 Wil AT afenl &
= ot S ufiean wifem, 1983 W= iR i whrenfim fea g

wers 3T Ha fean mar o wfte e
Y- 11 % W& @ 99rgyiyd fadas &1 et
G- 12 fagmes =1 3in =6
ITETLAE (S T GHL HHAH ) : U0~ 1, 338 TF HeieE T
SHORT TITLE
5t T 9a; WEEE, ®} yEa I g foh -
(2) g, dfg 2 8, 1998 " & wam W' 2003 "' wfavarfye foean s
yamE W ud faa man o wfa gon |
@ 1 agarETiiya fatas &1 s )
IqANTEEE (A TR ) - sifufTaes g, uE ot ue e f-
ENACTING FORMULA
st ¥R Ared : HEey, # weae s g 6

g 1, dfd | 7 IEEmE T e @ wme W) Send ! s wiasnfa e
g
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e W Ha fern s oifte ge
afafrana 3 gurewtiia fadas &1 v am
¥ird fadras 1 &im

SHRI SHARD YADAYV: Sir, | move:
"That the Bill be passed.”
T W gan |
STATEMENT BY MINISTER
Action Against Indian insurgent Groups Operating from Bhutan

THE MINISTER OF EXTERNAL AFFAIRS (SHRI YASHWANT
SINHA): Mr. Vice-Chairman, Sir, we have been informed by the Royal
Government of Bhutan that they have launched today military action
against Indian insurgent groups operating from camps in that country.
The Government of India strongly supports this action of the Royal
Government of Bhutan.

His Majesty, the King of Bhutan, had telephonically informed the
Prime Minister of the impending action on Saturday, 13th December.

The Prime Minister has conveyed to His Majesty, the King, that the
Govemment and people of India stand firmiy and solidly behind the Royall
Government of Bhutan at this critical juncture and would provide all
necessary support as requested, till the task is completed.

The Indian Army is also taking necessary measures to intercept
movements of militants from Bhutan into India.

The Government of India has advised the State Governments of
Assam and West Bengal to remain alert to deal with the situation arising
out of this action, including sealing the borders and maintaining peace.

The Royal Government of Bhutan has always assured the Government
of India that it will not allow its territory to be used for activities inimical to
India's interest. The launch of operations against Indian insurgent groups
in Bhutan has struck a blow against terrorism and terrorist activities in
our entire region.
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