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Title: Discussion on the motion for consideration of the Regulation of Factor (Assignment of Receivables) Bill, 2011
(Discussion not concluded).

MR. CHAIRMAN: The House will now take up Item No. 30, Regulation of Factor (Assignment of Receivables) Bill, 2011.

Hon. Minister.

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE (SHRI NAMO NARAIN MEENA): Sir, on behalf of my senior
colleague, the hon. Minister of Finance, Shri Pranab Mukherjee, I beg to move:

"That the Bill to provide for and regulate assignment of receivables by making provision for registration
therefor and rights and obligations of parties to contract for assignment of receivables and for matters
connected therewith or incidental thereto, be taken into consideration. "

The Regulation of Factor (Assignment of Receivables) Bill, 2011 was introduced in order to provide a comprehensive legal
framework for factoring business. After its introduction in March, 2011, the Bill was referred to the Standing Committee on
Finance. The Committee has recommended enactment of the Bill subject to some modifications and the Government has
accepted all major recommendations of the Standing Committee on Finance including exempting sale of agricultural
produce or activity of commission agents from the factoring business and grant of Stamp Duty exemption to the factoring
transactions.

The Committee had also asked the Government to do wider consultations to ensure that there are no legal infirmities in the
Bill. Accordingly, discussions with a law firm, legal experts, IBA and RBI were organized and based on the suggestions
received some additional amendments have been suggested in the Bill basically to provide greater clarity on the role and
responsibilities of the various parties to the assignment of receivables in a factoring contract.

It is expected that the proposed legislation will provide a comprehensive legislative framework for development of factoring
business in India by determining the rights, liabilities and obligations of the parties involved.

MR. CHAIRMAN : Motion moved:

"That the Bill to provide for and regulate assignment of receivables by making provision for registration
therefore and rights and obligations of parties to contract for assignment of receivables and for matters
connected therewith or incidental thereto, be taken into consideration."
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SHRI UDAY SINGH (PURNEA): Mr. Chairman, Sir, thank you very much. You have called me to speak on the Regulation of
Factor (Assignment of Receivables) Bill. The name now stands changed to “the Factoring Regulation Act, 2011'. This
change of name is also in the light of the recommendation of the Standing Committee headed by Shri Yashwant Sinha who
said that the present name or the original name, *Regulation of Factor Assignment' will create a confusion as if there
already exists some kind of a legislation. This is an important Bill to the extent that the credit facilities to Micro, Small and
Medium Enterprises will be easier for these units to get. ...(Interruptions) 3 ot seran g, cifdpor fdoct ARt ara o1&t e A
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Factoring as a business is the conversion of credit sales to cash sales. Therefore, firms especially the smaller ones which
are starved for working capital, which find it difficult to access working capital, will find that factoring business will make
their lives easier to a certain extent. But when we talk of the Micro, Small and Medium Enterprises, we are actually talking
about a sector which contributes to 40 per cent of our exports and 45 per cent of our industrial production. But we treat
this entire sector with great disdain. Therefore, my first submission to the hon. Minister is that when this Bill was being
brought about did you think of consulting other Ministries to bring about a more holistic Bill in which the problems of the
MSME industries as a whole was taken into account. I will come to the specifics of this Bill later and I will come to the
specifics of MSME later, but before that I would like to say something about the state of the economy that we find
ourselves in.

Shri Pranab Mukherjee is not here. But through you, I would like to tell him that, *yes' we have not reached a stage when
we need to eat lizards, but for how long we will continue to get our chickens is also not very well known to us.

I am not talking about myself. I may not need to eat at all! But the state of the economy is coming down by the minute.
The Government seems to be completely unaware of what is happening. Except for the rising food inflation, the
Government walked away with the kudos for having managed the global slow down in 2008 very well. We all complimented
the Government for that. Thereafter, the Indian economy was firing on all engines. What happened? You could not get

ideas of how to contain the food inflation. You got worried. The whole country was agitated. Thereafter, single-mindedly,

you and the Reserve Bank of India went on raising the interest rates with the result that on the one hand you contracted
the industrial output and on the other hand you completely finished the demand so that today you have negative rate of
production coming. I mean this is amazing! So, our vibrant economy is being made to turn moribund. Who is responsible for
this? Who is going to take this responsibility?

Before we come to the MSME sector, when you reply, please answer who is going to take the responsibility for turning a
perfectly vibrant economy into an economy about which everybody is now worried as to what is going to happen tomorrow
morning. Now, you see the effect that when the Reserve Bank takes certain measures, the rupee's slide refuses to stand it.
Therefore, it is becoming a very serious matter.

I have heard the hon. Finance Minister who rued here many times that he could not carry on this huge subsidy bill himself.
But may I ask you, Mr. Minister, who taught us to ride this tiger? Who taught us to ride the subsidy tiger? You taught us to

ride the subsidy tiger. You cannot dismantle it because you will be devoured. But, rather than taming the tiger, you are

making it more ferocious. We read in the newspapers of more profligate ideas of some Food Security Bill coming up. What
is the Food Security Bill going to do? It sounds very nice when you say "we will give food grains to 66 per cent of Indians."
But what happened to your NREGA? What has NREGA done to your rural economy? It has completely altered the whole
rural economy's equilibrium. Why? I hope the hon. Minister is hearing what I am saying. Why has the NREGA done this? It
is because you could not identify the beneficiaries. You are going to be making the same mistakes. And, at a time when the
economy is under stress, for the Cabinet to have cleared the Food Security Bill, what sort of a signal has it sent to the
market? What happened to the rupee? What happened to the Stock Exchanges?

In the last Session, I was speaking on the Customs Validation Bill. I was criticising your method of collecting taxes. I really
do not know whether this Government's method of collecting taxes is worse or its method of collecting votes is worse! I
say this because your tax collecting method is devastating this country. Therefore, you must realise what you are doing.
You are sitting in a responsible position. You must take into account the economic situation.

Factoring as a business, I have already said, is a long-felt need. I do not know why this Government took so long a time in
bringing forward this legislation. Long ago, the Kalyanasundaram Committee met. Thereafter, many Committees were
appointed. Thereafter, our Prime Minister's Task Force was appointed. Finally, it has come. Now, the problems here are

that the MSME sector will not benefit from this. I will tell you why it will not benefit from this. Many a time when the
discussion took place, Members would like to compare ourselves with China. Now, Mr. Minister, when a person wants to

set up a small industry here, what is the first thing that he needs? He needs land and a factory building. If land and the
factory building were to be set up in Purnea, which is my constituency, it would probably cost him Rs.50 lakh. If the same
thing were to be done in Delhi, probably, it would cost him Rs.20 crore. So, where does this small entrepreneur get this
kind of a money? Therefore, the first thing that he does is to go and borrow money for real estate and, thereafter, it is a
downward slide for him because he gets caught in the interest trap and he is gone! My request to you is that instead of
spending on useless subsidies which do not reach the intended people, if you would finance the State Governments to make
for five years land banks and factories which they could give out on lease to the small and medium entrepreneurs, you will
see that there is a mushrooming in this sector. The figure of 40 per cent is there. I do not know if this figure is correct or
not because most of our figures these days are wrong. I do not know if this figure is correct or not because most of these



figures, these days, are wrong. But if this 40 per cent figure is correct, it will, somehow, suddenly mushroom and you can
then begin to dream of one day catching up with China.

The other point that I would like to bring out here is that I am happy that you have exempted it, through amendment, from
the Stamp Duty Act. You have changed the name which is more germane to the Act. But I am extremely dissatisfied and
unhappy that you have not accepted the Standing Committee's recommendation to put some kind of a cap on the kind of
discount and the commission that the factoring companies will charge. You have said that you will leave it to the market
competition. That was the reply that the Finance Ministry gave to the Standing Committee. But please understand that the
level of negotiating power with a micro and a small industry is extremely limited and, therefore, it will be difficult for those
people to negotiate a good rate with the factoring companies. So it will be in line with your thinking of supporting the
MSMEs that coupled with the Reserve Bank's rates there should be a cap on the amount of commission and interest that
the factoring companies charge.

The other thing which this Bill is completely silent on is that whether the factoring services to the MSMEs will be on a 'with
recourse' or 'without recourse' basis because if it is 'with recourse' basis, then you are not helping the MSMEs. The reason
is that if the debtor refuses to pay the factoring company, the factoring company will come with a sledge hammer at the
door of the small enterprise and the small enterprise will not be able to resist that pressure. Therefore, as the Gupta
Committee had recommended, the factoring services to the MSMEs must be on a 'without recourse' basis and that the risk
of debt collection must lie with the factoring company and it must not go back to the original assignor because if it does,
then there is a problem.

Then, this Bill says nothing about developing factoring companies to give the whole host of services that they can provide.
For example, managing of receivables is a very major problem for small companies. If these factoring companies can
manage the receivables, it would help the MSMEs. Very often, a small company owner is hoodwinked into supplying
material to a seemingly large company and then he is running around for his money. Therefore, credit appraisal service,
receivable managing service etc. are important services because if it were only financing, then this would again become
just another financial arm just like a bank. So, if you really want the mushroom companies to flourish here and if you really
want the MSMEs do better, you will have to tell the factoring companies of what to do.

The last thing that I would like to come to is this. I do not know whether it is in your notice that mafia is deeply involved in
the factoring business all over the world. It is there especially in the United States of America and Italy and now recently
even in the United Kingdom you have the mafia-controlled factoring business. The reason why mafia is involved in the debt
collection business is that if the debtor refuses to pay, often you have strong arm tactics being employed by the factoring
companies to recover the debt. You have seen this happening in India also. You would have heard stories of the bank
having given loan for a car and if the car loan is not paid, the family is suddenly stopped on the road and the car is taken
away. The same thing happens in the factoring business on a much larger scale.

The other problem, hon. Minister, is about the dirty money laundering. That day we had a very meaningful debate on the
black money and the money stashed abroad. Now factoring is also used for dirty money laundering and there is evidence to
this effect. So, it will be good if the Ministry could take note of this and see that this aspect is taken care of.

The last point perhaps that I would like to ask you is that there is a sudden spike — and I think the hon. Members would
interested in hearing me. Bahamas is a known tax haven. Though there is an explanation for this given later, which I will
put to you, to the Bahamas the exports from India in 2005-06 were nine million dollars. In this year, it is 2,173 million
dollars. About these figures, UNCTAD says that there is no evidence of Bahamas having exported. But there is a caveat to
this and I will come to the caveat later.

There is a similar story with Mauritius, there is similar story with Bahrain, there is a similar story with British Virgin Islands,
with Gibraltar, with Latvia and with Malta. Therefore, I am again warning you that opening up factoring business may lead
to a further spike. This is nothing but your own money coming back. The ill-gotten money is stashed abroad because the
heat on them is on, they are now bringing back their money.

The caveat on Bahamas is that Reliance Industries claims that in recent years the shipment of gasoline to Bahamas has
gone up astronomically and that it is sending to Bahamas giant ships and from where this gasoline is sent to the North and
South American markets. Now, this brings up, hon. Minister, a very fascinating economics for me because if Reliance can
import the same crude that we are importing, refines it here, sends it via Bahamas to the North and South American
countries and is still able to make money, then this must be some very startling economics which, at least, I have not been
able to follow. Therefore, I would like that the hon. Minister makes note of this and he need not give me a response on this
today, but I would certainly like to know from the hon. Minister as to what kind of economics is this.



Therefore, while supporting this Bill, as there is no question of opposing this Bill, I would like to just request the hon.
Minister that the points that we have made may kindly be taken note of and wherever possible those amendments may be
made.

&P o1 HST B3 g SA S9I 3 S usel 9ff DS vae ot 3 S G sogc Il $eius Wic ¢ Ml Kol US BallRIeR! s8¢t vae, 1993 9 oI o
A FAICI Us i veysiiel Sacwic vae, 2006 3 woil o1 ol Sloll & Waslg 3iel #ff Asd, 1T SR HifEA Geysie & Sl sela
3, T 3o oo 3w ordl 3 a1t oft AR wSt R 3t 3w Wie bt 3 mtans of 1998 3 ¥t su et g Sft b RRWAGION 3 JolrRL e,
391 baciIel JPeIssIon P 1w ¢3!, BRERET, APLISSIIGT Ic3M, IPIU P BT 37 363 feifes Hes & srrel & Agel 3 sU
TOIIRI &) 33 DA of U8 URN b AaA al = afdber Hfteer Bt el iz a1 3aw Wic b drur 3 Hifdw, AE@) sl T $s3dieT & e
AR g9 ISt Dt s 3 3l a8 Ravet Saciudic 8, 3 Rvel B eliol 319 $AD ATl Dot ot ) 3MIT Sol Gloil sl A Y3t $83< SIst 2@t 3

17.00 hrs.

PR of 2022 T dier Bt Rwer Sacies iRl o1 g 2z &, # 3AD o1 AIDR B T Soll AIEAT &) RHuS JAac b 3ic2 conEr 2.6
DS YOI 3R Pl ©: DAS YD 36l DI ARRA 3 DRl ©2 28 & 3l s Siisidl i coBeT 36 Yieiort $A®I sl 8| baclsl sl
BT T YRAG $SIC 3| B TlIol 33 3G B HU 3 SIGId 3| $A 965 PI TAD2 ICIST Dot 3t oft S AAdG U A, 3 Aot 3 B I=1a oft IR
&l b 3 fSIeT T ol1eT R 21 ST, SRR 1o smet f3geareil 531 sl s 3 Aerst AD 3IR 33 Wachyer & et 3 ferr sr s uldsiResT 53
8, Wisolfo9rIcl dUoftsl s34 soldicd 8| cifdbol 36l AD $AD HU DIS Weicd ofdl &) a1 dichor Ade2 i 8l Al I8 $9AFA Adez 8, Sial ot
weict g, sfieert s 3 b 3o Aq dest 3 o1bl arcal 3oetfer g3 3 Sliz 3ADI il oI B Asf it Bl Prewt 3, Sl 33 IS BT 3| PR AD
3iG2 Jo[cicd il dl dioll ustl 3 Sit Ak 3l aRR 3en 3R S bac? 6l A3l DRPN, S BIDREe & #AreeE A al A bl st areRm A 3t A
3P feru off v efforer Wgrad & 36 I A 30 SIRPY) ST $A PIojoft Pgradb It o1l aMTel B PRUI Bl IefIril 3 2ol @1 fpaoft gfder aidt
8, IoIb BICII SAD SIS 8| ST Gloil Aacd DI ar gGorr &, as ot a1 cliell I A fepat 3 et o1t &) 51 fefet I cfloll @ Sta efirer Yidareror
3on Al dloll usll & fo1e A6 v 3rcdl dist Bl 3l 3PR IS 8ft smel colagrel S MRS o8l Dol Al RAD o1 S dga IA%A Dlolol
oI R 3 31 Totedl b Fetrorst oft 33 oI 3| 3P Bivle dolaolel 3301 AMSRTS oidl BT Al Ui Gol? FWI Yfel colaorel gfer f&at ot detect w1
QfISTol 3| PR DIS ot 330 IW[ercd BT FBRET AN dl Ui R SR A DI 3A W &S BN iR YD ol b fo1e 53 &3l W Bl Yraelal 3|
3 79 sifere fopen S Ja1 8, T=iifcs 31T wifde o of s s1oft sl sl Fofl o a1 D&l SoT AaD DIV &l &9 clloll B APl AHARC 300 8 &
cIftpor 3P FWeIct BioT Al Bal of Bal 33T Dot SIRPH) st Bie Izedt sl el P urt el & ot 8, st 1ol 3l i@ at6ft siet 36 clloll b
fore @@ g3 B a1 &) A uscl &4 sl DI A LRI Bloll AIfBE & Iol clloll P URT ATeol UGG & BIC JeIrRll P URT Aelol Ugard 3ii
P16l P URI ATeel UG A WISAI 3 b 53 feiet B areet A fpAToll o 8ft <t s et

FABIGRI, 3 cllell of ggd Py 3 Palfor Ioft 3| 3ot SMGIRI DI fp=rell B gfer Sl RIABR Il o, 31 cliol il fipATel ufsder 3 3R 8, 33
a4 off difSa 33 &) Riifcp suadl Sl oo off ffra dlar e, 33 Ao ALl ST A1) Dl i 3ADI RAT-SRAI ofdl ldr oy AfS A5 et urt Sken Al
St #ff 31U 3 Io1h i wofidioe BIel, PR g ARTS MBI dl a8 CRAT-SIRAT 33 fdbTel dl eI, 3erit Bl Bieel, 3oa it frcH,

SIS ICH U SACT O Aol 9 off T &3, FCASar DICT 3 oft 8 wreT 33t fop 53 Fewu SACT A woolste foparr sy R Aicber JAaes & 3ig & da=t
@I 8l U sICT A woslste [ SRl &) 3IST TSI DIt B 3Helidl & Ad cildll ol 9ft A6 aiel & fob Feru sACT A 308 woslete b SiIg)
IRDR o 3ra # fpan fop Feru s vae 1989-90 & sic? Jiollesl DY, SAD fo1w i IRPR @l ¢S el g

17.04 hrs. (Dr. M. Thambidurai in the Chair)

3IST 331 et 91 Datiorel 3R 3T DI DIS el ofdl 8| il 36 RBis it of Sl Dal, 3 3R AHA g b DIS of DS DU 30l BIC JeABRI 3R
PI9ADRI & o8 S2 Blolt aifdy) s2fee $3a% 1w v yraener gor 16 fbden $edie a1 ukics dlon aifde I3DR S B3ell 15 e wr
sttt &, ARbe 3liz dfcber JAacs F sige 8ft $3zc B fore DI oft yraerer ordl 2ar sk cifepor dfdber Adae? & e Yraemst 33 o1 3| 3iIST 3
cilor B¢ et iz fproll @l dgd Po & 28 &, sAfeTe & 3ol ciloll I 3 feiet 3 #ff P of Pw S Joll AIfY

3o Ris Sff of ©% dret A 9, fd®? a1t Bl sufffe Rerfer & ferw) 3 3oro! wmel arsdr & b s2it Aget & 3ice for aid Sft of sft a1 2@ D1
TR P 31 i Refer & 1w a1 llel I B2 ADd 8| Ioalol FAIR ATRBPI A U G9I DI IARI &b PR A6 uIfeRIrdic RS o1 A Aol dl
331 SOl P 362 U f[earT otel, SAlpi 3 fixarT Joron, uIfefemdic 3 fearT Joen dl IRER 3 faxarT Jolen, Jifdere! JeRI &31 8, b2 ufelmic
2 3l 3P TG DI IXPR 3| 36T 3 TP 33 IXPR P 3062 3 Dl HRA DI Soldl Arell T& TA dRC ol W 3 AW bl ANfdD Pedicrt
g &t & fp a1 oliet fdrary A UeT @2 feart deT w0l @l B Siiver A6 & & wifeRmdie Jars Fu 3 acl| 3U $7 swoildl I A AsleTor
difSte) I3t sMuA Al ssier &) ws Riaeif¥dt & fder & Aot 3 dienr orI 3o Ris Sit 11 S3rel @ wop AT B 9 UAr &, IAD! AlcIA 8 [



53 feiet A 3A qRH1 f91cien oien b fe1e 3muol dlietl &) 31U 12 81 SISIIR 3 dfe1e, dsl &d cilol Ulofl bl Bp-ud s d fé1e AAd &) 316l 51l b
AR A UAIA BISIR TIb Follu 31T 3|

oft 3ca Ris & 3, 331 Acol A SIS B AEAI § Sil ARIG A AR 3 [P ol Asl Aoleel fiepel ALt ARID A ael Wt 8, PWRI T 3 T2 G|

MR. CHAIRMAN : You are not supposed to ask like that. Nothing will go on record.
(Interruptions) €/ »

oft adtor dlerst & JAoUer ABIGRI, IS 8ff $ATeT DI RIael AW A5 A Sl oIl 3| &2 ATl 3R RATAT P 3G PIS ol DIS Dol ¥ At 3
392 ol $ATel DI TOIRI, S cAATLI DI T6IRI, S ST DI Tolll, IAD 3ic2 8t I 3l g Slell I &) 31U Al $2a2 DI Aleld] Bl

MR. CHAIRMAN: Hon. Members, please address the Chair. Nothing will go on record.
(Interruptions) G€! *

off adtor dierd : 3IIST &9 cllsll I PRI U8 Bloll AMMBT b A DRI gZ DA | oi3en b A A 3A SRI DI 3ol 51 3 IS & fere A-3rar
2t I et 38 & 3t dlora a@dl Sierar 3 AT 8] b 3igT A a8l A ol B urcfl bl 3| AT ABT BAIR-GIR UHEH difder ordl axdl §
qai Pact Al-3l Al AR il 3ldl 2 i il & 3ic2 U Arel B fe1e urell @I s Dk 3 o101 A WKIRI EoIR it ol 3| $A o101 D HIEAH
A &t aenr i forctt & as i ast 3if 3 $3 3MUD! 1Yol 31U 3ol JAdIcT I SIdId f3eT SITesll| Uar-ud s ulsfl 3 o1 &9 faodon avand 1 sl
fobetolr 2ia 3&AI eIy 391 BT cllsl 9IRIG dIc DAlICsT ders b 3ige farT ordl 33 3| & ool Rt wdt 3 3 3, IoIdl 33 AR AS 3R 26T
b IrsTofifer & ATRPI 3 sEia bt JAar A B2 Abd & 3R AdD! ARt 3 b2 BRI HIA B2 Add 3| PRI B Arel f[AbrRT & e s
cilell &t Dot oft a1t &t 8| forary Gat @2 iz farT & 1T I DY AT 3 AD2 f[ADPRI DA B2, TS & dllell DI RV Bl 3| A IRPR DI
¢IGRIAIG Soll Bl § fop St sfifdemr SiiR Faifer Idbat $53¢) & foru IRDR! fwre! Sik diusrr 31 JAreren &1 gferera zaforst & siforartar ¢t 8
Uol: ¢6eIdIG Goll d1adl & fop Sit el sfiz wardt 8, Jorb fere ar yferera o1 yraerel fipanr srI fop 361 iforart Tsle 3 3IreT Sl gfetd cler 3,
3ol fIPRI 3 B HPlcR B3, A a1 vl Dl ANIdD PEAGR! Tordl &) 31 DI A TPBEI 35 SR PAS FWA 3a1 dlbll i freisy 337 35
BOlIR DAS B 3ic2 cPRHI 7 &ollR DA wil/vad sznft o1 sft Ao 3et & BIclia & 3ig2 ufscd Adcs b Bl S SLHME 3, ITDIR of IADT
ordl g@Tol @l haret form 3

MR. CHAIRMAN: Please wind up.

oft adtor dierdt : 3¢ do & fere 12.5 yferora dSedt 3, 33 fo1u 3 IR Bl eovIaIG Soll aIadl §| 312 Slgol 3 U AdIel 3 b 3iel ThsIsms
&I w8 Tat $A S9I D 3ic2 &l @ &) As LWSI3MS bl Do 32 fepArel & & 3 & = 3ifdd 3 &, sAh! aat a1 cllol Dal o1l B2 238 8| 3l
T8 fepatrel St 3R YS9l & 3iGe U ¥ fpell 3Gl 31ie] & 381 3 3l feeft b sic 32 aie] @1 #d o1 Fu fopedl 3,

MR. CHAIRMAN : Please conclude, now.

off a3tor dierdt & adl fopatrer S USI P 3iG2 Il B ATRMI A DA BT &, 3 36T DI ARkA 3 oft arR =1 uia FuT el o1 G Brerar 3
b1 =il &7 31l 8l As 28I 8 b 3ol feparell &I aat g cllel ofdl ®2 38 &) S3A [APRI & 3ic? fiptrel 3R Aeige DI T=r APlicRl 38 sl a1 As
faoor, SrRIbt sy sl a1 aat o2 38 &, vt 3l Asig dI APierR! & ol 531 [ADRY @I arI Fau 28?9l & 3ige 10 yfererd spirst sl
30 yferera G3ifdreae smscd, Sl Asoll, Bl 3, AisS Aol of Blol B DRUI 3Ah a=r Befey 8 & 3| o/ a1 fopfl oft fawer ot gal e
#HBIG, 3ol [epAlell b feTu &4 clloll DI SF2 AT Dol AMBY| ALS AS ASL 3 A ST &, 9 [o1dGol DIl AIBAI & [ $A U= Tdl dl D3| 3Gl 8
ciloli of Bt caazen woit &t 3 o fepatrer 3iiz #ASIGE bl aal awm & ool ofdl ®2 3§ &, Iold IARADPRI D 8 oldl $; 3@ §) & ol W2 8ff aflz
Pl AMEY| FABIGR, 3UoT ST dlcTol BT HIpT =1, SAH e 3 SMUP! eroeraIg S g

oft 9iclog paR (wlomsdl): #Alcw, 3ol H2 3Gl fforwrel (gl 1 WiesE) R, 2011 vz dicor o1 smR &, s e &
3IUPT MR &) 3 feiet 31 S oRn 8 b IRPIR of A IR o ud BICT 3ieNBID sorsal, vawAwdrs & fore orfl Ardsifors IR3ls ofifer @ ARt
D2 3l &) Asl AP fop Ts faT o2 &= srn & b s, JAamsil &t IWis & e IReR! fapel ik Sl ArdsIore Sumgs &, 336 Uy dI
IS F fo1e wanAwas ©1 asite Joft Bl Sl Ao AgH, g SR A el Bl PR FUH A dl il IPHY 3iips &, 33 2.6 B34S 8
sz St e syefivr 3z@r 3, d 1.35 s &) 3wt wifden 3eer 9 o 2 shie Asenz 5.95 ara 3| st v wazern & srft 3 o vardt, warct b
cisll @t 4 Y19 gIRI acirRl skl vaeiuss & e 9y yraerer fooar sk &) 3 3Much ATee T 3 ATDIR A Hiol Do 35 3IIST G9I 3 JACUIARIDT
I ferfey oft gga colle 8 3l AcaR DAL B 3IoRIR STl A doAR UlfSiolel sicuIReAD] Ol arl srfl 8| # argen foo wil, ward & fére 22
3 Al Arsallict & feru oft s 221 AIRY) 91 3 v pRs wARHS Afic 3, Ffoll v iR BRAS A SAGT BIAD 3

ofl 5a9ICd GIRRIVI ARG : ATSolE] DI 3 SR Al il o 8ft Elot afdg,

oft diciog PR : sl & fore amu #isr w2 Mo it @) oft 221 SR, sa 8ft smuch atisr B wet I3, &4 oft ArEA 3 P Bl Jor A pA



fo1fdfer Icurct o1 3PR yfererd SX Al =16 45 yfererd T Mool Bl 3 3R J9r & foriia 3t sicht 40 yferera B3Rier! 3 53 amasis off gsft 6t
Paft 3 iz forifa P sretrar s #Adl U2 g vd ol el B DRI B JoilferRil DI ARGl Bl USAL 3| S9I 3 dlel P JeR A IR Sl A
3UDWI &, D! Tors A #l o7 vd B 32l W 5ADT el S0 YT 3RR USAI 3) 316l dI 3RY SICR & RUR P are Bl IR A A BIC
SEeT-¢1 S[3T 38 8| UP AR A 368 9RF Dol 4 Uit B st dolt sl &, 3R 568 SBI6 Usdl &) dop oft g 3fie o1y 3elell D Dol ol A
DRI &) Al dAD b gel 3R Goft DI et B $1eraar w1 s3cisIIet G3l 7138 A 61 D2 Wol D PRUI Soichl s1aIel 3 9ff afiy o1dt 8t A areret & iz
§& 8l I 3| 3 AP P JieS SN oIS |l BIe, o1y 3eieil I R Soprsel 6t 2w oft 96 o ) 3BT BRUI 75 yferord ot bt et B adarn
orn 3) forita 8xqy 3t 40 yferord w1 St S18Te AoIGTol 2, 3N B: DAS cllell DI AR Bretdr 2 siiz AorR wHRAs & fo1e SicTeI DI T6lIY, AT B
ST AR 3 T B 3| 92 yferora Soprseai Rifepor =1 wii¥ai¥e o@d, A1 g1l 3l RetIGRI 3 el e 9 &I Sl 8| $oTdb Aol ATy
<! foaaa spur &b, fuurer & 3l creR & 3l 3 sAD! ol IRPR Pl Sl Alfde b sAD e v DI Feflid o2 Al serd! ARSI Prex
3iiz Sl AgH 3ezlel 3, Iold! deIdl et 3pil BRI IR of YR Bt & 60 BRAS SWI @I A9 Ubsl b2 PRI diel auf ¥ wHwAwHS D
& dlol eI ASPIR ol DI Aol 3| 12 Sioradl 3 A8 9 B2 38 &) A Aol b 3MUc ATeIt A Alololl ekt Si SADT YFald 82 ISA # B
drfco a8l RIsemst b Jern off g2 &1 AD iz agl clisil o AsEIR freT A

568! Il P A A 57 fdeT DI AdALdol DT BT 3MUoll S AATH DAL &)

off sTixgetrer urvs (31318Y) = Aretotler Jremmufer Sft, smuot 73t Isyctorat 3iiw Hae et 2011 w2 dictor @I 3/RR &= 3 3muwT MRt &)

FABIGR, 3ITST JAIPR T, AGH, AW 32T Bl v orRft IRe Sfifer & ieier 3t M6 fRrp oS 3, PRy wreler 3 dicror & fore 3 ST 331 &)
FABIGR, 3 3MMUD AR A AlGTofRI Iief} Sit DI &rel feeTron argon b fra 531 I9RT M 31t B G123 SRR W 3| BARI G9I 8ft IRA Yol 3
B oI vifdl 3t faraer 330 3 siie sifdl 3 aetol aret Sit 32leT &, A BIC 8, A 3, €1 & 31 A 3| o1D! FABRI Dl 312 3, IoID! TG Jol Dl
¥ 3, 308 BT Yglol Dol DI FRd 3| Alololl Al it of 5 [iet 3 po Hollerol DI ard =l 3) A 3MUD AIEH A IoIDI €Al DT Dol
ALEaN I SIrel B iR ATeIoRI ekl Sft I =116t < Sirel argon| Sl fRlg & a1 Siuret I Rreifer fRers o1, suféle sict on o, RISPR! 6
3 Al a8l Bl IRPR o 3oal g, T, AW 32 P2 2ol P AP A S DI WST B2 o 3T 96 Sof fra b R et 3 F1sT 3
a1, 2000 3t vep ofifer Joirs o) e sirRiter 6t F¥UIE 3 Brwifsar b o1 b fp2er Hfse oIS B aot uz sRissa & & e 10 e 6t
ftorr & Jrer Baef¥or e, Golt Hfse st e el dg YISl TRISEIR HfSe Sl [ dyur 3 o1& SURI 9 b Sirol a1fdy) cifdset d 9 ofdt
2 ue| ag 3pfl ao dfda 3 vaeees #, siEf A 45 yftrera ao oria 8 a1 3, 39 3 B dRa A SAIGT dlisl obl & R ©: BAs dsl o)
AeIR fBrer 3) w18 sifdl 3 e ganm et &) 3 Aroloil e Sft 3 wson argen & SiEl 75 yferora diom Sl eot bt ot b asts A &, 92
gferord o, #ARW iR AgH SPISAT 3[Uol FRPoI WD Are=medl I, RGRI A AT 3161 Al A 3BUI TIP3 3ol 3elell DI el W 3| Rt
SIeIRIfIA SIfe 3T SToTSHfel 3 clisT ¢1¢l U & il aifdi 3 I&¢I 3, Sl 5BUI ol B 3, Sil AbI 31 SIN 3, TIfepol SMBARI P ATel Paoll TS 8l 3 b
ol o1, AgH 302 AW Jeoi 3 91 3T cliell Dt JbI A 5601 o1dl Biet urar 3) Iorb SIY-auiet Rt i 3 afiz Sit oot dia 3t 3 8, A fopeft ot
fop2ft FATeRI A dopl A RIAFAT Tolld2 3fiol-Ulol U2 IoIbl 3BUT IUcTR] DA 3| 3 IUD ATEAH A HATGIofl=T Jcjl Sl DI &Alol <ol DI AW MBI
@2oll gl

31T il of 3iuelt Razen dGI ol 8 AP ISR dG 38| IAD IcUIG GBI GII I 3ol ool 32 I G2 U2 IoIb IcUIG Dt clIsT TG Dot T
S BIR 3 FAeRE 3ot YonfarT &Y 33 3| Picfiol, Yorb2 3l BIR-AC Izl it Jor A aet 2B &, St 3ireT AR arerd 3t 3, St I A Prerar arcx
S5UI b 3BT o [S1fA U 3 &G Dol DI DOIR W &) 3 3MUD AL I AlGIolRI cfl Sl DI &=1Iel [Gelloll argen b 3ol sRIT ul¥arl oI AfcAst
bl S 8, 36 DI oidl e urdl 3 368 Sl ®ISl 62 W uI Bt 2a1 3) Sal At 3= W 4-5 yferera w2 >pur fireat 2ar 3, adt s ot 3
12, 13 3iiz 15 u3ie uz 1 e a1 §

#BIGA, PIcilol 3elol, S8l A & 3Nl g, AGI8l ydided, Sl Gl &6k DAS A MeAD DI rRIA DI &I, 316l d8 i At A SR W@l 8| BRI
JAfeaSt Brerdl off; 361 Deuforll Bl =l RS G2 U2 BT Soll AIfIY| o8 AT S JedT DY dsl U2 5BUI Soll AIfdY) 3T Hue bl Hod a6
- A%o]zﬁ‘?ﬂaﬁaaa?ﬁsﬁaﬂaﬁaagﬁémdﬁmaqﬁmﬁﬁmﬁmémaﬂ%mBﬁaﬁﬂﬁﬁiﬂaﬁaﬁmaﬁﬁi
37UIG ] TGIR f3rcTol aIfde; smuol el &6 waeft, vardt & 3cuig & ar-ura wRic &I 33l & Suusht, ag oa &) Jordl siftis uRde ¥ oft
IBI6 &I SIE Sl Iol Iure! Bl IRIG D0l D e TR 6t wpazen G e AIfs IRPR Hi o oft gt 2efl, DaelR sl dAR soEA ed
istt, sro1get Sislt 3z Seor difawm sict A Fiep uesn, AgsnS A Fiep uresn 3i IDR b siar sft gt Sl

SHRI MAHENDRA KUMAR ROY (JALPAIGURI): Thank you, Sir, for giving me permission to speak in this Bill.

While lending support to the Bill I would like to express and point out certain shortcomings of the Bill, which may kindly be
noted and rectified.

The Bill seeks to regulate the business of factoring by providing a mechanism for assignment of factor and payment of
consideration by the factor of to the industrial units.



The Bill provides for the regulation of the factoring business by the Reserve Bank of India. It empowers the Reserve Bank
to issue direction, call for information from the factor, and prohibit financial institutions for undertaking the factoring
business, if they fail to comply with its directions.

Under this Bill, assignees, that is, factors shall have an absolute right to secure due payment of the receivable from the
debtor and may exercise all rights of the assignors for this purpose. Debtors shall have the right of notification of
assignment.

In the Bill, factors are barred from disclosing personal information obtained from any assignor.

I do support some of the provisions as contained in the Bill. But, there are shortcomings which I would like to bring to the
notice of the Government.

Firstly, the Bill does not include any provision on the amount of commission or discount charged by the factor. I am afraid
that this may lead to unregulated pricing and will lead to exploitative practices and as such I suggest the guidelines of
factor pricing may be issued by the Reserve Bank of India.

Secondly, I find that the clause 8 and clause 18 of the Bill are inconsistent. Clause 8 provides that the debtor is responsible
to make payment to the assignee (factor) only after notice of assignment is served upon him by the assignor. Clause 18
provides that in case the assignor commits a breach of contract against the debtor, the debtor is not entitled to recover
payments already made to the assignor or assignee (factor).

I feel that clause 18 does not mention the rights of the debtor and is thus inconsistent with clause 8, which determines the
responsibilities of all parties.

Thirdly, clause 18 does not preclude the right of the debtor from claiming for any loss on account of defective goods or
short supply from the assignor. This may please be taken care of.

Lastly, clause 32 of the bill states that the Government may make rules in respect of "form and manner in which
transactions of non-banking financial company shall be filed". I recommend that the phrase 'non-banking financial company'
be changed to 'factor’, since the definition of 'factor' includes other statutory companies as well.

With these words, I once again lend my support to some of the provisions of the Bill and express reservation on the
shortcomings of the Bill.

Thank you.

MR. CHAIRMAN : We are going to take up this Bill tomorrow. Now we are going to take up 'Zero Hour' as we have to
adjourn the House at 5.45 p.m.



