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Title: Further discussion on the motion for consideration of the Securities Laws (Amendment) Bill, 2014 (Discussion Concluded and Bill Passed).
HON. CHAIRPERSON : The House shall now take up Item No. 11.

Dr. Kirit Somaiya.
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"The SEBI Act was enacted for the establishment of the Security Exchange Board with the object of protecting the interest of
investors."
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HON. CHAIRPERSON : Dr. Kirit Somaiya, please hear me.
...(Interruptions)
HON. CHAIRPERSON: Dr. Somaiaya, please hear me. You have already taken half an hour. There are other Members from your Party to speak.

DR. KIRIT SOMAIYA : I will conclude within five minutes .

15.00 hrs
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SHRI KALYAN BANERJEE (SREERAMPUR): Mr. Chairman, Sir, I thank you for giving me this opportunity to speak on this Bill. The Bill has lastly come
before the House. There is a touch of one of the famous legal luminaries of our country which was expected to be there.

Sir, today, I am very candid that I have a very little knowledge to give any advice to the hon. Finance Minister on the aspect of law. I am not doing
that. Please take it that I am trying to assist you. Earlier, I had got the opportunity in the 1990s when I was working as a junior with you in a few
matters. With all these things, I am trying to assist you. Please never think that I am trying to give you any suggestion or advice. I am a very little
person to do that.

The Securities and Exchange Board of India Act, 1992, was enacted for the purpose of increasing the confidence of investors in terms of their
investment in the securities market.

15.02 hrs (Shri Konakalla Narayana Rao in the Ghair)

But the passage of time has proved that neither have the authorities under the SEBI Act acted in true spirit of the Act nor does the Act make
appropriate provisions to pin out the real culprits. Inaction on the part of the authorities under the SEBI Act, the lackadaisical attitude of the
authorities under the SEBI Act have reduced the entire spirit of the Act in our country. Sufficient provisions were not there. Because of the inaction
and not making appropriate provisions, steps were not taken against the erring stock-brokers, sub-brokers, share transfer agents, other
intermediaries and the Non-Banking Financial Institutions who are associated with the securities market and to refund the money to the poor
investors.

Chit funds have grown in the country like mushroom. In our State, from 1984, a large number of chit funds have been started functioning but these
chit funds have not been registered under the SEBI Act itself, The Act has come into force in 1992. Before that, another Act was there. For a long
time, for three decades, the chit funds which have not been registered have been functioning according to their whims and nobody has touched
them. Today, I am not at all blaming the hon. Finance Minister and the Ministry but I am just pointing out since you are here.



I can expect under your supervision that the provisions of the Act would be implemented throughout the country as expeditiously as possible. We are
happy that based on the experience gained over the years the Government has brought this amendment Bill, 2014 providing for stringent provisions
for adjudication, and special courts for dealing with the offences.

In our country, there is no dearth of laws. Sufficient laws are there but the problem is about its execution. Acts are not being executed properly in
time by the authorities under the Act. The authorities under the SEBI are not executing the Act at all. Possibly they have not understood as to what
are the aims and objectives of the Act itself and as to what responsibilities have been given to them. I will request that in future the Government,
especially the hon. Finance Minister should make a provision for taking steps for refunding the money of the poor investor. I would like to just
intimate you — you may be aware oft the facts — that in our State, in Sanchayata's matter, Kolkata High Court has exercised its jurisdiction and
appointed a Committee, which gave a report which resulted in returning the money to the poor investor. The orders have been upheld by the
Supreme Court. But for the last 20 years, the matter is still continuing for the purpose of returning the money to the investors because the Act did
not make such a provision earlier at all. Why no steps have been taken by the authorities under the Act for decades together against the non-
financial institutions, dealing with the chit funds who have not registered under the Act at all?

I have a very humble view, which T am expressing to you. Why should the title be " Chit Fund'? Why is the Department called " Disinvestment'?
The reading of the title would say that the country is encouraging "chit funds'. On the contrary, I have a suggestion that in future the Government
should try to amend the title. At least, the Chit Funds Regulatory Act should come. This type of title is not at all encouraging. The Board under the
Act is an institution. I am not oblivious of the fact that the appointment of the Chairman of the Board was challenged and was upheld by the
Supreme Court. That is a question of legality. The person who is holding such a high post should be a clean man; nobody should speak anything
against him. Such a standard is needed for the Chairman of the SEBI. It does not augur well for the vibrant democracy to be politically motivated. Its
functions should be transparent; it should have complete autonomy; it should not have any political agenda; it should act only for the public interest.
It should not act as another Central Bureau of Investigation in our country. For decades, we have seen that the CBI is being used for political
purposes only. It should not be used like that. I am informing you that CBI has taken up eight cases in our State but in all the eight cases, it has not
completed the trial at all.

Handing over cases to the CBI has become a fashion these days. I would like to suggest to the hon. Minister of Finance to ask the income tax
authorities to investigate as to who are the big investors in chit funds now and what is the source of the money for such investment,

Sir, my experience in tribunals is not good. Two weeks ago, I had to go to the Company Law Board at Kolkata. The matter was listed as the first one
after the recess. The judge came at 3.45 p.m. Almost all the tribunals are functioning like this. Shri Arun Jaitley is the Finance Minister here. As I
have already said, he is one of the top legal luminaries of our country and I have the deepest respect for him. So, I would request him to kindly take
necessary steps to ensure that all the tribunals function properly. They should act independently, without having any political agenda and without
any motive. The Chairman of SEBI and other members of the Board should be people of high integrity. Such type of people should be appointed
whose behaviour, conduct and past records are above board.

In our State, we have enacted an Act similar to this amendment. But incidentally and unfortunately because of the communication gap with the last
UPA Government, — UPA II was only for communication and not for implementing anything - the Act did not get the assent of the hon. President of
India. I would request the present Government not to behave like the UPA IL I would request the Finance Minister to instil confidence among
investors. The people of this country, the small investors should have confidence that there is a person under whose supervision all the erring
persons would be booked and trials concluded soon.

In this Bill, the Minister has moved an amendment to Clause 22 to the effect that a High Court Judge having the experience of dealing with cases in
the Sessions Court would be appointed as the Chairman of the Board. Similarly, the Minister has made another provision that an advocate with seven
years experience would be appointed as the prosecutor. When the Minister is making a provision that a High Court Judge with experience of dealing
with cases in the Sessions Court would be appointed as the Chairman, I would like to suggest to the Minister that he should add a provision that an
advocate with seven years experience and also experience in criminal trials should only be appointed as the praosecutor. This is my suggestion for his
consideration in future.

With these words, Mr. Chairman, Sir, I thank you for giving me extra time.

SHRI P. NAGARAJAN (COIMBATORE): Hon. Chairman, Sir, at the outset, I would like to recite a famous Tamil song which goes like this:

"Amma endru azhaikkadha uyirillaiye
Ammavai vanangamal uyarvillaiye."

Sir, this is my maiden speech. So I would like to bow my head in reverence towards the direction in which our leader Purafchi Thalaivi Amma is there
before starting my speech. I would like to thank you for giving me this opportunity to express my views on the Bill further to amend the Securities
and Exchange Board of India Act, 1992, the Securities Contracts (Regulation) Act, 1956 and the Depositories Act, 1996.

Sir, it is my maiden speech in the Parliament. Before I rise to speak on this, first of all, I would express my sincere gratitude to our beloved, dynamic
and national leader, the hon. Chief Minister of Tamil Nadu, Puratchi Thalaivi Amma to select me and my constituency people of Coimbatore to have
elected me as a Member of Parliament.

The Securities and Exchange Board of India, established in the year 1988, is the regulator for the securities market in India. It was given statutory
powers in April 1992 through the SEBI Act. The basic function of the Securities and Exchange Board of India is to protect the interests of investors in



securities and to promote the development of, and to regulate the securities market. SEBI has to be responsive for the issuers of securities, the
investors and the market intermediaries.

The performance of SEBI is the indicator of the health of the economy. That is an ideal situation. But, that is not happening always. There are
unpredictable ups and downs and rise and fall seen often. It was witnessesed in the past in our economy due to some mismanagement of the earlier
Governments and their inability to control the economic activities.

The country has already faced many securities scams like the Harshad Mehta scam, the Ketan Parekh scam in which a few individuals got benefit
and investors and Government incurred huge losses. We know that still there are a number of scams in the stock markets in different parts of the
country calling for corrective actions to inspire confidence of the investing community, particularly the small and retail investors.

SEBI has also been instrumental in taking quick and effective steps in the light of the global meltdown. I would like to request the hon. Finance
Minister to pay special attention to online trade on essential items, particularly food grains in the country. It is because, through online trade on food
grains, the speculative traders are hoarding the food grains and creating shortage of supply and also creating artificial demand for the goods which
lead to high prices and inflation. Further, the agriculture products sold through online trade are purchased by the middlemen and speculative traders
from the farmers at a very low rate and are sold at a higher rate by the traders, but the farmers are not getting benefit out of this. Hence, I request
the hon. Minister to ban the online trading of food grains.

Further, the people who purchase things — other than the food grains — online are getting cheated. They receive inferior or sub-standard products
and also false promises from online traders. There are a number of instances to prove these cases. So, I request the hon. Minister to take stern
action against those fraudulent online traders and also to ban such online sites.

The office of SEBI is situated at Mumbai with its regional offices at Kolkata, Delhi, Chennai and Ahmedabad. It has recently opened local offices at
Jaipur and Bangalore and is planning to open offices at Guwahati, Bhubaneswar, Patna, Kochi and Chandigarh in the Financial Year 2013-14.

Coimbatore city is the second big city and an industrial hub of Tamil Nadu. It is considered the Manchester of South India. I would like to request the
hon. Minister of Finance to open a local office of SEBI at Coimbatore to facilitate the traders and all business community people to transact their
business activities without any difficulty.

Now the Government has brought the Securities Laws (Amendment) Bill, 2014 with various amendments like settlement of administrative and civil
proceedings, offences triable by special courts, recovery of amounts, settlement of administrative and civil proceedings.

The Bill seeks to provide for effective protection of investors in cases where there is fraudulent diversion of money raised from investors and to
monitor collective investment schemes and to ensure that such schemes as are flourishing at the expense of innocent investors are curbed. Many
cases are pending regarding market aberrations practised by fraudulent traders.

The Bill seeks to constitute special courts for prosecution of offences under the prevailing security laws to provide speedy trial. The Bill empowers
the Chairman of SEBI to authorise search and seizure of documents relevant to an investigation.

I hope the Bill will be passed with proposed amendments. It will bring necessary changes and achieve the objects for bringing this Bill in Parliament.

With these comments, before I conclude my speech, please consider Puruchi Talaivi Amma's words as divine as in the Epics and Veedas. As our hon.
Puruchi Talaivi Amma has welcomed the Budget, we welcome the Bill.

SHRI RABINDRA KUMAR JENA (BALASORE): Thank you so much, Sir, for giving me an opportunity to participate in this Bill. I also thank our leader
and the Chief Whip who have allowed me to speak on this Bill.

I come from Balasore District of Odisha, which is one of the worst sufferers of this Ponzi scheme. About 30 NBFCs and chit funds are operating in
our district. They have apparently mobilized more than Rs. 2000 crore from about five lakh investors of our district alone. My district has a population
of about 23 lakh. That means, one out of every five individuals have been a victim of this kind of a scheme. Our hon. Chief Minister Shri Naveen
Patnaik has cracked down all Ponzi schemes last year.

Having said this let me come to some of the national issues. In one of the reports and surveys conducted by E&Y, a couple of months back, it is
reported that more than 34,000 NBFC companies are operating in India. They do not have permission either of RBI or are not registered with RBI at
all. In another report PTI had reported that in last one year alone, in 2013, Rs. 40,000 crore have been lost by small investors in this kind of a Ponzi
scheme. Yesterday, when the debate was initiated by one of our senior colleagues, it was said that under the Company Affairs Ministry, there are
about 700 companies who have decamped with about Rs. 29,000 crore in the name of vanishing companies. Who are those vanishing companies?
They are those companies who mobilize money from the public and coolly and silently disappear without any trace of them in the Registrar Office. So
in the light of the above revelations and facts, this Bill is very essential and need of the hour. Sooner we pass it, better it is for the country.

Let me place before you a couple of very serious observations. First, the Standing Committee on Finance has very categorically and explicitly stated
that let there be a complete ban on all those investment schemes which saw astronomical returns or more than reasonable returns. So the question
is that why should not we stop it then and there? Why are we allowing such things to grow and take policing actions like search and seizure
tomorrow? The second and the most crucial observation is — I will urge upon the hon. Minister to take a serious note on this view — about the cap of



Rs. 100 crore by SEBI. Why is there Rs. 100 crore cap? What is the rationale behind it? These Ponzi scheme fellows are more than extra-smart. They
will have ten schemes of Rs. 25 crore each. By this way they will get out of the ambit of SEBI. I will not be surprised if we come to this House five or
ten years later with another amendment. But by that time, lakhs of investors would have suffered and suicide happened. I have seen with my own
eyes that people in my constituency have drawn money from their Provident Fund, selling their assets, jewelleries and everything with the
expectation of multiplying their money quickly. They have become a victim today.

In Odisha, in the last one year, the Government has cracked down 163 companies and filed cases against 570 persons. About 640 people have
already been arrested. Out of these 163 companies, most of them are below Rs. 100 crore limit. They are designed in a manner so that they will go
on mobilizing Rs. 10 crore, Rs. 20 crore and Rs. 30 crore and get out of the ambit of SEBI.

This is a very serious matter. I would once again request the Government to remove this Rs. 100 crore cap. Are we giving too much power to SEBI
in the light of the very definition of collective investment scheme? Is it essential that the legislative power is delegated to SEBI?

SEBI is basically a market regulator. Are we giving too much of policing power to do policing, to do search, to do seizure and to do arrest? In that
process, is there a probability that SEBI will lose sight of its own job of regulating the market and doing too much of policing job?

I would urge upon the hon. Minister, through you, Sir, to take serious cognizance of all these concerns and more particularly about the cap of Rs.100
crore, and without which the very purpose of the Bill may get defeated in the first place.

SHRI ARVIND SAWANT (MUMBAL SOUTH): Hon. Chairman, Sir, I would like to thank you for granting me permission to place my support to the long
awaited Securities Laws (Amendment) Bill, 2014.

In the State of Maharashtra we faced a number of frauds because of various chit funds, mutual funds and other funds. Anybody comes in the market,
launches a company, and the common man starts investing in that company. I can give you one example. Five years or ten years back, one person
by name Sheregar had started a company and fooled people by asking them to invest their money saying that their investment would become
double. A number of people, right from officers to common people, invested their money. Now-a-days, a common man is aware of the market.
People do not know whether the company is legal or illegal; whether the company is registered under the Companies Act or not. Which are these
companies? These companies are establishing their offices. Ten days back, we heard about serious chit fund frauds in Nasik. Thousands of crores of
rupees were fraudulently swallowed by the company. The farmers, lower middle-class people and service-class earners invested their money
expecting good return for their investment. SEBI, being a regulatory body, is not able to do anything over there. This Bill is going to provide SEBI the
necessary teeth, which they have desired for a long time.

As regards the amendment in Section 1, I really feel happy about it. Earlier they were prevented to get information. Now, this Bill will provide them
to get information from anybody and to see whatever has been done by the company is correct or wrong; whether they have done any fraud; and
whether they have deceived people. The amendment in this particular Section, which is giving protection to the investors, is a welcome move.

The second one is about insertion of a new sub-section. It says: "to insert @ new sub-section 5 in Section 11 of SEBI Act to provide that the amount
disgorged, pursuant to a direction issued under Section 11B of this Act or Section 12A of the Securities Contracts (Regulation) Act, 1956 or Section
19 of the Depositories Act, 1996, as the case may be, shall be credited to the Investor Protection and Education Fund established by the Board." Sir,
what a welcome idea! Maybe the earlier Government has done it. People were deceived. Many persons had lost their money. These poor people
thought that they would hardly get 8 per cent or 9 per cent by keeping their money in the bank and by investing in these companies their money
would be doubled quickly. These companies start luring people to invest their money with them. Initially they refunded their money with interest, and
their credibility, in the initial stage, increased in the market. SEBI should take cognizance of such companies.

I would request the hon. Minister that somebody should be kept to see as to what are the advertisements that are coming in the newspapers
particularly about investments. Everyday, a number of advertisements are coming throughout the country, where they ask people to deposit their
money by saying that the return will be very high. Nobody is there to see whether that company, which is offering stocks or shares or whatever it
may be, is a registered company or not. We have found that some of the companies have done hell of a fraud, but they were not even registered.
Who is going to look after this matter? The police is also ignorant of it or be hand-in-glove with them and keep silent on such issues.

Now, these things, which have been provided in different sections, are welcome ideas. But the only thing is this. Is it contradictory somewhere to
the Companies Act? That has to be seen. The Companies Act says something whereas the SEBI Act says something else. They should not be
contradictory to each other That has to be taken care of. I hope utmost care would be taken. I know, the hon. Finance Minister is competent
enough and he is known for it. Whatever he does, he does it for the society.

My Government is brining this Bill and I heartily welcome this Bill. The disgorgement order, particularly, is a wonderful thing, which he is going to do.

Even the SEBI Chairman has welcomed this Bill. He has said that 'SEBI would not have to go to a civil court and take permission for recovery. SEBI
has to go to the civil court, take the permission, and then go for recovery. Now, you are going to have your own courts. SEBI will go to their own
court, take the permission for seeking recovery. The permission is going to be there but here, as the independent court will be there, the matter
would be resolved quickly.

Sir, once again, I welcome this Bill and support it wholeheartedly.



*SHRI M. MURLI MOHAN (RAJAH MUNDRY): Sir, I will speak in Telugu.

There was a popular story in my village. There were some monkeys in a village, which used to destroy crops. One businessman visited that village
and offered to buy those monkeys at Rs.1000 each. Villagers thought, he must be insane. Some villagers caught 10 monkeys and handed over to that
businessman. As promised, that businessman paid Rs.1000 per monkey. After a week, that businessman offered Rs 2000 per monkey. This time
even those villagers who did not believe that businessman earlier, believed him and caught 500 monkeys. That businessman bought those monkeys
at the rate of Rs.2000 each. After a week, that businessman offered Rs.3000 per monkey and accordingly paid for the monkeys. After a month, he
comes again and asks for monkeys. Villagers say that they don't have any monkeys. Businessman offers them Rs. 10,000 per monkey. Villagers
believed that businessman and went in search of monkeys in surrounding villages. The monkeys in surrounding villages were offered for Rs.8000
each. Villagers thought that they can still make a profit of Rs.2000 per monkey, and bought those monkeys with whatever money they had. When
they returned to their village to sell those monkeys to that businessman, he was found missing and apparently he fled that village. That businessman
sold back those monkeys at higher cost, which he actually bought from the villagers at cheaper rates. This is the situation that we can relate to our
share market scenario.

Some big businessmen are creating artificial value to insignificant shares and imaginary transactions are being made to create that artificial value. By
doing so they are attracting innocent investors from poor and middle class to buy those shares at higher prices. This is how investors are cheated in
share market. To check such malpractices we have SEBI Act in place. The objective of this act is to protect investors. But there are loopholes in this
act which are being manipulated.

Similarly, there is a Micro-Finance Scheme which is meant to serve poor people of rural areas. Our Chief Minister Shri Nara Chandra Babu Naidu
during his tenure between 1995 and 2004 has introduced DWACRA scheme for empowerment of women in rural areas. Under this scheme, women
were encouraged to start business by providing loans. This is how women were benefitted by this scheme. But unfortunately, from 2004 to 2013 TDP
was out of power and there was Congress Government. During that period some fake groups enrolled under DWARCA scheme and deprived real
beneficiaries from the benefits of the scheme. As a result that scheme became ineffective.

Similarly, there is a practice of Multi-Level Marketing where a businessman asks people to become members by investing Rs.10,000 which would be
refunded on enrolling 10 more members. They further mislead innocent investors by promising Rs.10 lakh in one year. Similarly, there are daily chits,
weekly chits and monthly chits, where small time businessmen are cheated in many ways.

All such economic offences should be brought under SEBI Act and it should be made foolproof to protect interest of investors. Especially, poor and
middle class people should be protected. I thank Hon. Finance Minister for this initiative and I request him to protect interests of poor and innocent
investors by making this Act more effective..

SHRI KONDA VISHWESHWAR REDDY (CHEVELLA): Respected Chairman, thank you for the opportunity.

The amendment to the 1992 Securities and Exchange Board of India Act is long overdue. I think all the Members in this House agree and they have
expressed this view in the discussion. Also, considering there are so many Ponzi schemes, a lot of the amendments here were actually lauded by
most of the Members. I think the Finance Minister rightly mentioned the nature of the violations and the nature of the aberrations which have
changed since 1992 and so this amendment is essential.

I will quickly go through three or four points in the Amendment Bill. One is to regulate collective investment scheme which is very important. It
catches the Ponzi scheme. My concern is about the definition. I think other Members also expressed the same concern. Now the limit is Rs.100
crore. In our Bombay Stock Exchange, we have hundreds and hundreds of companies which are just above Rs.30 crore or Rs.40 crore market caps.
So, why should the limit of this be Rs.100 crore? It is because many Ponzi schemes are just Rs.10 crore, Rs.20 crore and Rs.30 crore. So, let us
catch those fish also in this net.

Also, I think the definition was wide, and rightly, the Finance Minister narrowed the definition so that it excludes co-operative farming, co-operative
banks and things like that but I think it still has a potential of including group housing and group purchasing. Maybe, I think the definition needs to be
tinkered down a little bit more.

Secondly, about the disgorgement of unfair gains, it is a fantastic job. We all appreciate it. But I think the fund disgorged goes to the Investor
Protection and Education Fund. But what about the affected third party? Sometimes the fund may not reach the affected third party. I think that
needs to be looked into.3€|} (Interruptions) 1 have one more point. About giving powers to SEBI, on one side you want to give teeth to SEBI so that it
can actually go after the Ponzi schemes but on the other side, you do not want to step into the domain of the judiciary so that there is a clash
between SEBI and the judiciary. I think the hon. Finance Minister, being an eminent lawyer himself and a legal luminary, handled this excellently and

I think we should congratulate the Finance Minister on these issues, and we do support this Amendment Bill.

But our main concern is not about the protection these amendments are giving. I am concerned about the protection these amendments are not yet
giving. I am talking about a particular practice, procedure and technology which is harming the small Indian investors, the individual investors and
the small traders. It adds no value to the market or to the economy or to the society in general. I am talking about algorithmic trading which is very,
very important. So, just let me explain a little bit as to what harm it is doing to our country or at least what benefit it is not giving us. Algorithmic
trading is using very high speed computers with sophisticated computer programmes which initiate this trade, buy and sell trade, at a millisecond
speed. So, by the time I pick up the phone and place the order, it would have bought and sold hundred or thousand times. These algorithms are



developed by highly sophisticated people, mathematicians, scientists and engineers. Algorithmic trade happens at a very fast speed. In a stably
growing market, the algorithm trading does not help. If it is a volatile market, the algorithmic traders really make money. Unwittingly, all of us here,
help this algorithm trading. In every Budget Session the market fluctuates and these algorithmic traders make a lot of money.

Sir, the algorithmic traders have an unfair advantage. Our normal Indian traders or normal Indian individual investors do not have this advantage.
Most of these algorithmic traders are foreign institutional investors. When these foreign institutional investors use these algorithmic trading practices
in the United States, they do not make that much money. It is because everyone uses it there. But, here in developing markets, they make much
more money.

The real beauty of algorithmic trading is the self-feeding system. It makes the market volatile.
HON. CHAIRPERSON : Please conclude.

SHRI KONDA VISHWESHWAR REDDY : 1t is very important. Please give me just five minutes.
HON. CHAIRPERSON: You have only one minute more.

SHRI KONDA VISHWESHWAR REDDY : So, it feeds on itself and it makes the market more and more volatile. The more volatile it becomes, the
more money they make. But the real beauty of it is that in algorithmic trading you do not need any investment. Without using any money you make
money. Let me explain as to how it happens. When you buy something, you need investment till the time you sell it. But here, you buy and sell it in a
millisecond. So, there is no money required. What value are these foreign financial institutions are bringing us? There is absolutely no value, They are
just merely a money making opportunity and they are creaming the Indian market, giving them unfair advantage.

There are so many rules and we are going to give SEBI more teeth to catch these apparent traders. But, what about these algorithmic traders? We
merely have a set of guidelines. If you do not follow these guidelines, there is no penalty. So, while we are really empowering SEBI to catch
conventional violators, we are not empowering SEBI to restrict these highly sophisticated violators. I request the Finance Minister to look into it and
instead of a millisecond, put a limit of one second at least.

Lastly, I want to say that people went to court, but they have lost. It is because our laws are meant like that. Courts cannot help our small Indian traders.
We, the parliamentarians, can help them. So, I implore upon the Finance Minister to look into these algorithmic traders, their practices and protect the
markets and small investors.

SHRI M.B. RAJESH (PALAKKAD): Thank you, Sir, for giving me an opportunity to speak on this Bill. Though I have certain reservations, I am
generally in agreement with the provisions of this Bill and I rise to support this Bill. I support this Bill because this is an attempt to give teeth to an
institution, which has become toothless by the passage of time. This is an attempt to strengthen an Act, which has been weakened by the passage
of time.

Sir, this Bill seeks to empower and strengthen SEBI through enhanced powers. I think giving more powers to SEBI will further strengthen the
regulatory provisions and will help to protect the interests of investors.

Sir, the Bill seeks to amend Section 15 A to 15 HB of the SEBI Act, which deals with imposing penalties. I have certain reservations in this area.
According to the proposed amendment, while imposing monetary penalties, the adjudicating officers will have discretion to impose minimum
penalties, which has been fixed at Rs.1 lakh. The maximum limit is left unchanged at Rs.1 crore. So, the Adjudicating Officers will have discretion to
impose minimum penalties. Is this discretion necessary? Will it not open doors for corruption? Instead of giving discretion, there should be a slab on
the basis of quantum of money involved in the offence. I feel that this will be an ideal solution for it.

I feel that even the upper limit of Rs. 1 crore, as fine, is not sufficient. We have seen a series of financial crimes in the recent period, especially, in
the post-liberalisation era, and thousands of crores of rupees of investors have been looted in these financial crimes. So, compared to the crimes
being committed in the financial world, this fine of even Rs. 1 crore seems to be very insufficient. Those who are committing such fraud will be happy
to offer a fine of Rs. 1 crore in advance. They will offer the fine in advance every year, and they will go on to violate the provisions of this Act. So, the
Government should enhance even the upper limit of fine, and for this I would again suggest that this should be based on the quantum of money
involved in the fraud and it should be proportionate to the quantum of money involved in the fraud. If you are really serious and sincere in protecting
the interest of investors, then you will have to look into these aspects.

Secondly, I would like to draw the attention of the hon. Minister to one particular aspect. Currently, SEBI rules make it mandatory for any company,
including a PSU listed in SEBI, to release at least 25 per cent of shares for trading in the market. If a company has to be listed in SEBI, then that
company has to offer at least 25 per cent of its share for market trading whereas earlier it was 10 per cent. What does it mean? It is nothing but
forcing those companies to disinvest their shares through backdoor. This is encouraging disinvestment through backdoor. ...(Inferruptions)

Sir I am concluding in a minute. So, I would like to appeal to the hon. Minister to look into these aspects. Though, I am well aware that the
economic philosophy of this Government is encouraging disinvestment, but this aspect should also be looked into.

Finally, as many of my esteemed colleagues have pointed out rightly, we have seen a series of frauds being committed by chit funds. We have seen
how chit funds have been cheating millions of poor people in the country, and Shri Kirit Somaiya and many others have rightly pointed out this
aspect. Though, there is not much difference between NBFCs and chit funds, but NBFCs are at least covered by certain law and regulatory
framework. Though, chit funds are also covered by some Act and law, but chit funds are not covered by effective regulatory framework. So, I would
like to appeal to the hon. Finance Minister to address this issue also to put the chit funds under some effective regulatory framework.

With these words, I would like to conclude.



SHRI VARAPRASAD RAO VELAGAPALLI (TIRUPATI): Sir, I thank the Chair for giving me this opportunity. I consider that this Bill is very appropriate
and has come at a very appropriate time because the securities/capital market is ever expanding. Similarly, frauds are also taking place in a large
number. Therefore, I congratulate the present and also the previous Governments for taking this step.

My only worry is that ‘absolute power corrupts absolutely', if we go on giving powers to SEBI without any checks and balances. If one looks at
its composition, it is really scary because it has all the three powers rolled into one: it has legislative powers; it has executive powers; and also, it
has judicial powers. Therefore, it is extremely unfortunate that we keep on giving more powers to SEBI, amendment after amendment, without any
checks and balances. I want to back it up with figures. It has, to my knowledge, around 10 members in its Board. All the nine, except one, are
nominated by the Government of India; and fortunately or unfortunately, that lone member is appointed by the Reserve Bank of India. The Chairman
is nominated by the Government of India; there are two nominees from the Ministry of Finance; and the rest five are also nominated by the
Government of India. There is no check on how these people are appointed and all that. Therefore, I would request the hon. Minister to look at this
aspect also because 'extra power' always 'corrupts'. We have several institutions in India itself where it has happened. The classic example is the
Medical Council of India about which the present Health Minister has repeatedly mentioned in all his Press Conferences that MCI was corrupt.
Therefore, let us not make another organization which will be leading to corruption.

There is no accountability whatsoever of SEBI

in what we are contemplating here. The Chairman is nominated, and the Chairman nominates the Adjudication Officer, and also the Chairman
nominates the Recovery Officer. They only go to the court and get the orders. So, nowhere there is any check or balance to control them. We all
know that 'transparency’ is totally absent in SEBI activities. I would, once again, request the hon. Minister to look into this aspect.

I want to again substantiate this. Two or three years back, one whole-time member of SEBI, Mr. K.M. Abraham, wrote a note or letter to the Prime
Minister about the problems that he is facing or the diseases that are plaguing SEBI. He said, "Regulator SEBI is under duress. Under severe attack
from the powerful corporates, under the deadly influence of the Finance Ministry, there is a pressure to favour the Sahara Group, the Reliance Group,
Bank of Rajasthan and what notd€}so many." Therefore, I would like to know from the hon. Minister whether the note or the letter written by a full-
time member, who has put in more than 30 years of service in the Government, has been taken into consideration.

We all know that frauds are taking place; frauds to the tune of Rs. 3,000 crore are taking place, but there is no check. There are as many as 15
regulatory authorities doing the same job. Therefore, standardization is required to be done by the hon. Minister. A common KYC (Know Your
Customer) will greatly help in mobilizing more funds.

Insider trading is taking a big shape and lots of frauds are taking place. This has not been clearly addressed in this Bill. Therefore, I would request
the Minister to address the problem of insider trading. It has to be looked into by an expert committee rather than doing it on your own,

Sir, with regard to chits funds, nidhis and Ponzi like Amway, these are so prevalent all over the country. There is no standardization. Many of my
colleagues have mentioned that there should not be a cap of Rs. 100 crore. That cap must be reduced further so that more companies which are
resorting to frauds could be covered. I also take this opportunity to request the hon. Minister to mobilise more funds for the infrastructure. The
Infrastructure Investment Trust may be encouraged by standardizing their rules and regulations.

The Reserve Bank conducted an all India campaign against the frauds. I do not think that any one of us is aware of that campaign. Unfortunately, I
worked in Reserve Bank. There should be such kind of all Indian campaigns against the frauds by different mechanisms so as to alert the public at
large. Most of the sections mentioned in this Bill are with retrospective effect which may lead to a lot of problems at a later stage.

The disgorged money is credited to the Investor Education and Protection Fund. But it is the prerogative of the Board how to use that money.
Therefore, we are entrusting again the entire responsibility on the SEBI.

Thank you once again to the Chair for giving me this opportunity.
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*SHRI S.S. AHLUWALIA (DARIJEEEING) : Respected Chairman Sir, I represent West Bengal and today I wish to speak in Bengali. I hope the
interpretation facility has been made available. Since yesterday we have been discussing the Securities (Laws) Amendment Bill, 2014 which is a long
pending Bill. Ordinances were brought four times to bring about this amendment. But those could not be replaced by an Act. This Government was
committed to convert the ordinance into a law and thus it has decided to pass it today.

I have been dealing with these issues for a long time. The new economic policy came into force in the year 1991 and there were apprehensions that
there would be various scams as a result of the new policy. So in order to deal with the apprehensions, the Narsimhan committee was set up. Just
when the report of that committee was presented, the nation was rocked by a major security scam called Harshad Mehta scam. A Joint
Parliamentary Committee was constituted after that of which I was a member. I was also a member of the committee which helped in conversion of
Controller of Capital Market Division of Finance Ministry into the Stock Exchange Board of India. We were witness to the setting up of SEBI but the
then Government continued with a loophole in it. It was said that the depositor's scheme would remain under the purview of the State Governments.
That means only Stock Market activities would be handled by SEBI. Today we are trying to pass this bill but if we look at the soul of SEBI Bill, in
Section 11, it is clearly mentioned in the function of the Board subject to the provisions of this Act, " it shall be the duty of the Board to protect the
interest of investors in securities and to promote the development of the and to regulate the securities market by such measures as it thinks fit."
Thus SEBI was destined to look into the interest of the securities market only. That was the basic flaw.

Ordinary people have a tendency to save whatever little they earn. A poor person who may be a labourer or a farmer toils hard and keeps aside a
part of his

earning to perhaps marry off his daughter in future or help his child go for higher education. In earlier days, there were money lenders who used to
lure these hapless people with attractive rate of interest and used to take deposits. Gradually, the chit funds came into existence which became
‘cheat funds' in no time. The names of such chit funds were unique - like ' Sanchayita' in West Bengal. It looted people and vanished in thin air but
the Government did not take any action against that company and lakhs of people were impoverished. Then came 'Peerless'. Again it duped people
under Government patronage. People lost everything. Some had thought of getting back their money for children's marriage or medical education or
engineering studies but their hopes were shattered. The funds were grossly misused and common people were exploited like anything. But the then
Government kept silent. No strong action was taken against 'Sanchayita' or 'Peerless' or 'Kuber'. Few persons were put behind bars but later were
instructed to wind up their companies. Investors did not get back their money. Even today they are longing for justice. They are still suffering from
the pain inflicted by these fraud companies. They say that they have been cheated. So today this Bill is to be passed to arrest further damage.
However it is said in the statement of objects and reasons that " it has become necessary to enhance the powers of the Board. a) to call for



information not only from the people or entities associated with the securities market but also from persons who are not directly associated with the
securities market " It means, as I was talking about Section 11 which is the core of SEBI, the purview of Act has been expanded a bit because earlier
only the securities market activities were included. Now it proposes to go beyond that. But I wish to say that it should be mentioned in clear terms
that the chit funds will also be covered by this Bill. Lakhs of people have been cheated by this fraud chit funds in the state of West Bengal. We all
know about the Saradha scam. Scores of depositors have lost everything they had due to this Saradha scam. Sir, I am talking about the
downtrodden, poor and common people, please allow me to speak for some more time. These hapless people have no where to go. Hundreds have
already committed suicide. They could not get back the money they had invested. All their savings are gone. Many other small, medium chit fund
companies are still operating in West Bengal. They have taken deposits from even the labourers of the tea estates who earn a meagre sum of Rs.95
per day. The money was never returned in time. When the Saradha scam was unearthed, the people who were involved in it suddenly disappeared.
CBI has been pressed into action to investigate the matter. My point is that whoever is involved in this scam, howsoever renowned he / she might
be, must be punished. And where has the money gone? How can the money be recovered? We should try to return it to the poor investors come
what may.

I want to point out another thing. It has been said Under Section 12A of securities contracts, Depositories Act 1996: " as the case shall be credited
to the investors' protection of education fund established by the Board". I wish to say that SEBI headquarters is in Mumbai. It has branches in
several other capitals. They control the investors Education Fund and certain NGOs are there who impart education. But who will educate those poor
people who stay in the rural and far flung areas, villages, forests, or those who work in the coal mines and tea gardens. Who will make them
understand which company is genuine and which is fake? The question before them is whether these companies will refund their hard-earned money
or will flee. The people of West Bengal want justice from Hon. Finance Minister,

When our respected leader Shri Narendra Modi ji visited Bengal for election campaign, he made a promise to the people. He had said that people
involved in the Saradha scam would be taken to task and duly punished. No one will be spared. Howsoever powerful or important persons they might
be, they would be brought to book if found guilty. I believe, this Bill will definitely help us to fulfil his promise. With these words I thank you for
allowing me to participate in this debate and conclude my speech.
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SHRI P.P. CHAUDHARY (PALI): Mr. Chairman, Sir, thank you very much for affording me the opportunity to participate in this discussion.

First of all, I would like to point out the laudable Objects and Reasons of the Bill. It is very balanced. It has been brought with a view to protecting
the interest of the investors in the securities market and at the same time promote the development of the securities and also with a view to giving
teeth to SEBI to regulate the securities market and strengthen the regulatory provisions. With these laudable Objects and Reasons, this Bill has
been brought before this august House.

Sir, I rise to support the Bill but would like to make certain suggestions regarding bringing in more amendments in the Bill with respect to certain
clauses. The first one relates to Section 15 (i) of clause 16. The words used here are, 'the Board may call for and examine the record of any
praceedings under this Section and if it considers that the order passed by the Adjudicating Officer is erroneous to the extent it is not in the interest
of the securities market', I would like that the word, along with these words, 'in contravention of the provisions of this Act and regulation framed
thereunder the Act' may also be inserted, otherwise it may lead to a variety of interpretations because it is provided that 'it is erroneous to the
extent it is not in the interests of the securities market'. In case any such order is passed by the Adjudicating Authority which is in contravention of
the provision of the Act and/or regulation, then the interpretation can be given that the SEBI is not the competent authority to look into the matter
So, I would like to request the hon. Finance Minister to look into this matter.



Secondly, with respect to the amendment of Section 15G of clause 12, it speaks about insider trading and it is very seriously viewed worldwide.
Penalty has been imposed only three times on the profit made out of insider trading. I would like to submit that it should be made five times and not
three times.

Apart from this, many safeguards have been provided in the Bill. As regards search and seizure, prior permission is required to be obtained from the
designated court which is situated in Mumbai. Earlier, maximum penalty was prescribed for certain offences. Now, in this Bill, minimum penalty is
prescribed. So, it will infuse confidence in the minds of the investors and thus, no fraud will be committed.

A provision has been made in the broad definition of CIS to cover those schemes and arrangements which have not been covered earlier. There was
a suggestion made to the effect that the provision of Rs. 100 crore should be reduced because most of the affected people by Ponzy Scheme are
living in the rural areas. So, my submission is, instead of Rs. 100 crore, the limit may be lowered.

As regards investigation and prosecution aspects of the Bill are concerned, safety measures have been taken. Besides this, a proper balance
has been struck and proper provisions have been made in this Bill.

A fear has been expressed as to misuse of Power. There are enough safeguards in the Bill. Against the order of the adjudicating authority, the
power of SEBI is there and against the order of SEBI, the Securities Appellate Tribunal is there. The Securities Appellate Tribunal can look into the
matter with respect to civil and administrative issues. At the same time, to adjudicate criminal matters, a separate special court has been
designated. Against that court, the power of revision and appeal are there before the High Court. So, there is no question of fear as to misuse of
Power.

I may submit that this Bill is a laudable one and it is in the interest of the poor people who are residing in the rural areas.

SHRI E.T. MOHAMMAD BASHEER (PONNANI): Sir, I thank you very much for giving me this opportunity to participate in this discussion.

We are discussing a much awaited legislation which is significant and vital in the Indian situation. There have been three Ordinances issued in July,
2013, September, 2013 and 18t July, 2014. Almost all the provisions of the previous Ordinances have been incorporated in this legislation.

While discussing this Bill, we all know that Indian situation is a special one. India is becoming an international destination of investment. FDI,
multinational companies and even domestic industries are coming in a big way. We all know that there are controversies about FDI in all kinds of
institutions. In some cases, direct foreign investment is acting as direct foreign interference. We are hearing a lot of stories about frauds committed
by corporates. Yesterday, while initiating the discussion, Shri Veerappa Moily was saying about vanishing companies, violation of Companies Act,
stories of cheating, forgery, criminal conspiracy, artificial projection of financial stability, etc. There are scams like Sahara and Sharada. The former
speaker was saying about it. It is our duty to curb all unhealthy practices and false play by institutions. We must ensure confidence in investors. It is
our duty to ensure Clean Corporate Governance. Accountability, transparency and good corporate governance should be our motto. We should not
give room for any kind of fraud or market manipulation. We should not allow such bad tendencies. Our policy, of course, should be liberal and at the
same time we should not fall into the trap of any institution or individual or society.

Coming to this Bill, I would like to say that the SEBI can effectively interfere into the affairs of companies raising public fund illegally. This Bill
praposes constitution of special courts for prosecution for offences under the securities laws. That is very essential because speedy disposal of cases
is very much required during this period.

The SEBI would have powers to call information not only from the people or the entities but also from persons who may not be directly associated
with it.

As per the Bill, magistrate or judge of the designated court would have jurisdiction to issue an order for the seizure of books, registers, and other
documents. Previously, the SEBI could have interfered directly. But now as a safeguard, in this new legislation, prior permission from the judge or
magistrate has been introduced. That is good. In this kind of legislation, such safeguards should be there.

Similarly, the SEBI can effectively interfere in illegal money pooling scheme involving Rs. 100 crore. That also is highly appreciable. The law ensures
the service of any police officer or officer of the Central or State Government or both to assist the officer for all kinds of purposes specified in the law.

Similarly, the SEBI is now empowered to enhance the quantum of penalty imposed by the adjudicating officer. That also is really a progressive step.
If there is any inconsistency in the adjudication, of course, that can be rectified through that.

Then, the process to recover the penalty imposed has been simplified and it is very effective now because of (a) attachment and sale of the persons’
movable property; (b) attachment of the persons' bank account; (c) attachment and sale of the person's immovable property; and (d) arrest of the
person and detention in the prison. All these provisions are there. That would simplify and expedite the action of recovery.

Generally speaking, this legislation would be a sharp and an effective tool for protecting the interest of investors in securities market and to make
legitimate regulation of the same.



Towards the end, let me say one more thing. We all know about the history of our law making. The intention of all the laws are good and their
content is also good. But as far as implementation part is concerned, it is having its own drawbacks and hardships. I hope that this legislation would
be an effective tool in its implementation. Let the implementing process of this legislation be a success.

With these few words, I conclude.

SHRIMATI MEENAKSHI LEKHI (NEW DELHI): Mr. Chairman, Sir, a lot has already been spoken on the good points so far as the Amendment Act is
concerned and why the Ordinance needs to be converted into an Act. I congratulate my Government to set the procedures right for any
parliamentary practice. The Ordinance is definitely not the way unless it is emergent, but the way is to take the matter to Parliament and pass an
enactment in the form of an Act.

Coming to this particular SEBI and SCR Amendment Act, the need for this was basically four-fold. Firstly, the investments had to be protected, which
were going unmonitored; secondly, violators were having a happy time because they were not being challenged; thirdly, the need to strengthen the
investigative and prosecutorial powers of the SEBI, which have been strengthened by this Amendment. The 2007 guideline for consent settlement
was challenged before the Delhi High Court in 2012. The PIL challenged that the SEBI did not have the powers to enter into a consent settlement.
So, those powers had to be brought upon the SEBI. The empowerment of the SEBI was again required for the agreement of exchange of information
with foreign regulators. That is why these Amendments have been brought out.

My point is very simple. There is no provision in the Act to do away with the ponzi schemes or how the money needs to be spent for IPEF.
There are advertisements in the newspapers and there are various other kinds of methods by which people are attracted to invest in such schemes
and there is no regulation of that. So, it needs to be monitored to prevent any such scheme which can cheat people in future. There is no monitoring
mechanism which the SEBI is following.

The second point is that when you give the limit of Rs.100 crore, let me bring on record that 45 per cent of our GDP is made by small retailers and
small investors. Again, if you put the basic amount to be Rs.100 crore and above, the small investor does not get protection. So, this limit needs to
be done away with.

Thirdly, the Budgetary allocations for enforcement needs to be made which the Act definitely is not providing for. Of course, we are exchanging
information with foreign regulators. How will the foreign fraudsters be dealt with is not provided for in the Act.

IPEF has been discussed saying that the money which will be disgorged will be utilised for IPEF fund for empowering the investors. In what
proportion that money needs to be spent is not being discussed. Under the Companies Act, the first right on any such seized amount lies with the
investor. That right under the Companies Act is provided for. But a similar right under the SEBI and SCRA is not provided for. So, that needs to be
corrected.

With these words, I only thank my Government for introducing this Securities Laws (Amendment) Bill.
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SHRI ADHIR RANJAN CHOWDHURY (BAHARAMPUR): Sir, the Securities Laws (Amendment) Bill, 2014 further to amend the Securities and Exchange
Board of India Act, 1992, the Securities Contracts Regulation Act, 1956 and the Repositories Act, 1996 is virtually an omnibus legislative document
which consist of 57 clauses. Actually, the fact is that the Ordinance to empower the SEBI is the UPA's baby.



I am hailing from West Bengal, which is home of the largest number of chit fund companies in India; the highest concentration of chit funds
companies in India. You will be astonished to note that under the patronage of successive State Governments in West Bengal, the chit funds have
been able to flourish in their business. Even the present regime is opposing the CBI investigation by spending money from the State's Exchequer.
They are simply burning the midnight oil only to prevent the thorough probe against the chit fund companies in West Bengal. &€} (Interruptions)

You will be astonished to note that Shyamal Sen Committee was constituted to recompensate those affected investors. But what happened? Again,
the State Exchequer has been siphoned off and money has been spent from the State Exchequer to provide assistance to affected persons. That
means, the fraudulent chit fund owners have been spared. This is the situation in West Bengal. And that is simply concerning us.

Due to constraint of time, I only want to draw the attention of the hon. Finance Minister to the fact that even after promulgation of Ordinance, even
the SEBI's Chairman has stated that there is still a large number of unregulated chit fund and ponzi scheme owners, who are fleecing the poor
investors till date. I don't know whether the Minister does have any account of unregulated chit fund owners in the country. ...(Interruptions)

I would like to draw the attention that concerns various segments of our society. The SEBI has been given the power to define what constitutes CIS
through regulations. This raises the question of excessive delegation of legislative powers...(Inferruptions) 1 am a Member of Parliament. So, it is my
duty and obligation to draw the attention of the Government — whoever may be at the helm of affairs. ...(Interruptions) Because of the controversy,
I would like to draw the attention to this.

Collective Investors Scheme (CIS), as defined under Section 11AA of the SEBI Act, 1992, is regulated by SEBI. Chit fund does not fall under the
regulatory purview of SEBI as the same is specifically exempted under Section 11AA. Chit funds are classified as miscellaneous Non-Banking
Financial Institutions under the Reserve Bank of India Act, 1934 and are governed by the Chit Fund Act, 1982 which is administered by the
respective State Governments. The ponzi schemes are banned under the Prize Chits and Money Circulation Schemes (Banning) Act, 1978,

HON. CHAIRPERSON : Please conclude.

SHRI ADHIR RANJAN CHOWDHURY : As per the said Act, State Government is the enforcement agency to implement the provisions of the Act and
take action against the defaulting entities. But they have not taken any action against any fraudulent chit fund owners because they were not serious
against ....» those chit fund owners and their ....* by the donations made by those chit fund owners. ...(Interruptions) That is why they are reluctant
to take action against them.

HON. CHAIRPERSON : Your time is over. Please conclude now. I am calling the next speaker. Shri Nishikant Dubey.

SHRI SUDIP BANDYOPADHYAY (KOLKATA UTTAR): Mr. Chairman, Sir, wrong allegations have been made against the State Government whi'ch I
strongly condemn. ...(Interruptions) We totally deny them. ...(Interruptions) All the allegations should be expunged. ...(Interruptions)

HON. CHAIRPERSON : When the hon. Minister replies, he would deal with it. Please take your seat.
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JEcIanierEn Aed, A8 bl wmadd &t Biid &) 3ediol war fie power to impound/retain documents pending investigations. e, 3egiel @ar fés power to obtain
information from the banks, from authorities, from legal entities like corporates, promoters; power to tender immunity from action for making
disclosures of facts and power to obtain information about the source of fund.
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SHRI N.K. PREMACHANDRAN (KOLLAM): Sir, I rise to support this Securities Laws (Amendment) Bill, 2014.

Yesterday, I heard the speech of Shri Kirit Somaiya. It was an emotional but valid and touching speech. He had cited that Rs. 1 lakh crore is
being stuck in Ponzi companies. Now, this question is before this House. This thing, which is going on in our country, in our stock market and in the
capital market, itself goes to show that SEBI is not working in a proper way. That is my first contention which I would like to make.

SEBI was established by an Act of Parliament. Its sole purpose is to protect the interest of investors and depositors of our country and to
develop the capital market in a proper way. That means SEBI has to act as a watchdog of the capital market. But the capital market is always
volatile and fluctuating. Fluctuation always depends on the speculation and that is why it is being described as a speculative market. In such a
speculative market, are we able to protect the interests of the depositors and investors? That is a question to be discussed separately.

After globalization, the capital market is having a significant role in the economic development. Keeping in view the new economic scenario, I do
admit it. But again I would like to say whether SEBI is able to address the issues which are before it. Sir, because of the paucity of time, I am not
going into the details. We know that in 1992-93 there was the Security Scam by Harshad Mehta. In 1995, there was the Bhansali Scam. In 2001,
there was the Ketan Parekh Scam. In 2009, there was the Satyam Scam. Recently, there is this Saradha Chit Fund Scam in Kolkata. Innocent
investors are being looted and cheated by these Ponzi and other fake companies. In my State, there is a scheme called Goat-Teak-4“angium’
Scheme. If we invest one rupee in the market, we will get Rs. 134 within three years from the date of deposit. That is the way by which poor
investors are being looted. I am not going into the details of Joint Parliamentary Committee Reports of 1996 or 2001. I would like to know from the
hon. Minister whether any recommendation of the JPCs has been implemented. My learned friend from the other side has just now mentioned about



Sir, in this respect, I would like to suggest to the Government that let us have an in-depth introspection in respect of stock market. An expert
committee, consisting of financial experts, has to be constituted to look into the entire aspect in-depth. I am fully supporting the amendments
proposed by the hon. Minister regarding access to information, search and seizure and attachment of property. The Government has given quasi
judicial powers to SEBI. It means, it can attach moveable and immovable properties and freeze bank accounts. It can also arrest and appoint
receivers.

In that case, the Government has to ensure that those who are doing good business in the capital market — there are a lot of people who are doing
good business in the market — should not be harassed on this empowerment of quasi-judicial job which is being entrusted with SEBI.

Sir, I would also like to make one more point. Who will regulate the regulators? This point has also to be discussed because we know that many
regulators are there. In the telecom sector, TRAI is there; we have the Insurance Regulatory Development Authority; and here, we are having the
Securities and Exchange Board of India. These regulators are having many powers. In spite of these regulators, all these scams are taking place in
our country. That means, the regulatory mechanism in our country is not proper.

Definitely these amendments will give some teeth to SEBI. So, I support this Bill. I would also like to urge upon the Government to have an
expert committee to look into the aspects in whole, in depth so that this issue can be rectified /n foto.

With these words, I conclude.

THE MINISTER OF FINANCE, MINISTER OF CORPORATE AFFAIRS AND MINISTER OF DEFENCE (SHRI ARUN JAITLEY): Sir, I am extremely grateful
to a very large number of hon. Members who have spoken on the Securities Laws (Amendment) Bill, which seeks to amend identically three pieces
of legislation.

Most of the Members who have spoken have supported the amendments. These amendments were originally brought by way of an Ordinance by the

UPA Government. As this matter could not be taken up earlier in this House, the Ordinance had already lapsed on the 18" of July. After this Bill is
passed by the other House, it will be our endeavour, immediately in the course of the next few days, to make sure that all these three amendments
to three different legislations come into existence because we are passing through a hiatus period, because the House is in Session the Ordinance
could not have been extended.

Capital is the lifeline of all business. If there is no capital, there will be no business, there will be no investment. The process of mobilizing capital
from the market is also a process by which individual savings through different instruments take the shape of collective investment. This investment
can be used by banks, by corporates, by bonds, by other instruments, and that really is the object of translating these savings into investments so
that they can be used for a larger purpose. But then the reality also is that where there is money, there are bound to be some sharks. Therefore,
these are going to be those people who smell an opportunity for fraudulent activity, and you will have stray cases for which a strong regulatory
mechanism is required.

The last speaker has just now asked as to when you have a strong regulatory mechanism, who is going to regulate the regulators. I do not think that
there is an easy answer to this. We have created the regulatory mechanism in this country in several fields. One of the reasons behind creating the
regulatory mechanism is that when the economy, instead of being a regulated economy, is an economy which liens in favour of the market, there are
bound to be aberrations which emerge out of the market. Therefore, if you have an insurance sector, where you have private sector insurance, tariffs
have to be fixed; spot tariffs have to be fixed. In Telecom, various arrangements including fixation of tariffs have to be made.

Originally, the Government performed most of these functions. Then, the Government, either directly or through its public sectors, is also a
participant in business. So, in Telecom, you have the BSNL and the MTNL, and you have the private companies. So, Government cannot be a
competitor and Government cannot be a rule-making agency. That is precisely the reason, where a market which is regulated by market forces, to
ensure that the regulation takes place in an appropriate manner, we have created this instrumentality of regulators over the last two decades.

It is an early experience. It is an experience by which some of the regulators are working well. In increasing number of fields, we have the
agencies of regulators.

The Competition Commission of India is a regulator; the IRDA is a regulator; and the TRAI is also a regulator. Similarly, as far as the markets are
concerned where investments are involved, it is the SEBI, which has the functions of a regulator. Regulators are not regulated by anyone. If you are
dissatisfied with the functioning of a regulator, you have an internal appeal mechanism, which is created. So, an appeal against the order of the SEBI
can go to the Securities Appellate Tribunal. Similarly, in other regulators also, we have created Appellate Tribunals. These Appellate Tribunals are
normally headed by a Judge. They also comprise experts in that field. But if you are still not satisfied with the order of the Appellate Tribunal, then
the remedy of judicial review before the courts is always available. Therefore, the question is not as to who regulates the regulators. If the
regulators go wrong, there has to be a review mechanism, which has been provided in most of these legislations themselves.

Sir Members have spoken in terms of a large number of some fraudulent schemes, which come up. In fact Shri Rajiv Pratap Rudy gave a list of those
schemes. Dr. Kirit Somaiya also gave a list of those schemes. Very curious and interesting illustrations of those schemes were also given. We have
been all referring to them as the Ponzi schemes. So, Mr. Ponzi has become a famous man. These schemes are called Ponzi schemes because they
are named after one Mr. Ponzi who played fraud on the entire market system; and therefore, all such fraudulent schemes are named after him and
the world over are referred to as Ponzi schemes itself.

This Bill is really an attempt to empower the SEBI because as our experience grows, our experience tells us that those who violate the law may be
cleverer than the law itself. Therefore, the law has to empower its agencies to deal with such people.

Originally, we were only calling for information from banks, financial institutions and other relevant persons. Today, information may be in some



private agency or private organisation. Therefore, information is required to be called from everybody. Information may be available outside the
country. Therefore, you may need to share information.

A question was raised by Dr. Kirit Somaiya that you fix Rs. 100 crore limit. Supposing, he splits his scheme into parts, and each part is less than Rs.
100 crore. Therefore, can he fraud the market itself? That is the experience, which has shown us the way. Therefore, in the current amendments, if
you see the proviso to Section 11 AA, the words used are 'scheme or arrangement'. So, the word 'arrangement’ is wide enough to include the kind of
examples, which you have in mind.

Another issue, which was raised was that 'why do you give a discretion with regard to the quantum of penalties?' The discretion with regard to the
quantum of punishment rather than slabs is contained in almost all laws. A law will say that punishment can be up to X' amount of years or a
penalty can be up to so much amount. Then it is the agency of the instrument that you create — whether it is a court or a quasi-judical body —
actually determines how much is to be given. This is to be determined on the basis of proportionality by the authority, which is exercising the power.
Therefore, when we create such instruments, we put eminently trained people in such institutions to see how much is the offence. The punishment
must have correlation or nexus to the quantum of offence.

That is the relationship between crime and punishment. That is the relationship between violation and punishment. Therefore, if it is a very technical
minor violation, he may impose a penalty which is at a lower figure and if it is at a wholesale fraudulent activity, he may probably go up to the
maximum penalty. That is the principle which regulators world over follow.

I also mentioned in my opening comments that large powers of search have been given to the SEBI but these powers may not be misused.
Therefore, a check and balance has been introduced that the SEBI before it gets its order of search has to go before a court itself.

The Members made reference to other market offences like insider trading. These offences are there in the capital market world over and, therefore,
globally, as far as the laws are concerned, in various parts of the world they are extremely stringent. If this menace increases, then perhaps, even
deterrent punishments are going to be there. For instance, in economies like the United States where these offences do take place, the punishments
are almost exemplary. People spend a very large part of their lifetime in prison if they are guilty of offences of insider trading itself and these are
offences which are not alien to the stock market. You are a company. You are the person who decides the rules. You are privy to the inside
information. You act in tandem either yourself or with somebody else and make this information available to him. He is aware of the information
which other market players are not aware of and he tries to unfairly profit out of that information.

A question was raised with regard to the Investor Protection and Education Fund itself. Now the Investor Protection and Education Fund (IPEF) is a
separate fund. The IPEF, under the Companies Act, is a separate fund and under the SEBI Act, by the same name there is a separate fund.
Therefore, the two funds should not be confused. In the Companies Fund, it is those unclaimed dividends and monies, which are not taken for a
period of seven years, which go into the Investor Protection Fund and that fund is separately maintained and used for a different purpose. Some
Rs.830 odd crore has been collected under that fund. Under the SEBI Fund during the period that this Ordinance was in operation, we have collected
an amount of Rs.30 crore separately. In the SEBI law, this fund is created by the disgorgement, that is, whoever has earned out of foul means
cannot retain the profits of that crime in his own pocket. The profits of the crime do not go to the man who violates the law. That money is going to
come into the Investor Protection and Education Fund itself.

A question was raised with regard to the vanishing companies. There are 78 vanishing companies which had just disappeared. FIRs have been filed
and prosecutions have started in those cases where the investments or the investors themselves have suffered.

One of the last speakers referred to the need to expand financial inclusion in this country so that people have better avenues of investment rather
than be tempted by these attractive schemes. I think the hon. Member is absolutely right in this regard. Our banking system, which is still one of the
most reliable forms of investment and our saving is being deposited therein, has a certain amount of reach. This reach, as of today, extends to about
58.7 per cent of our population. We still have a long journey to go and since the banking system in India works on conventional and conservative
wisdom, a certain amount of interest is given. One of the essences behind these schemes or arrangements is that they promise a return which is a
little more attractive and, therefore, they attract gullible investors by showing them a new green passage that they can walk on. But ultimately, it is
these people who become victims of some of these schemes itself. Our Government is taking up an extensively large scheme of expanding financial
inclusion in this country. The Prime Minister, in the course of the next two days, is likely to announce that scheme.

Once banking expands in this country to cover as many people as possible, we intend reaching at least two more account holders in seven and
a half crore families. That is our object of financial inclusion. If we are able to reach such a large section of population, the need for people to be
attracted by such Ponzi schemes will go down in the system itself.

I am extremely grateful to the Members, who have participated in this discussion. With these few observations, I commend this Bill to this hon.
House for acceptance and passage.

HON. CHAIRPERSON : I shall now put the motion for consideration of the Securities Laws (Amendment) Bill, 2014 to the vote of the House.
The question is:

"That the Bill further to amend the Securities and Exchange Board of India Act, 1992, the Securities Contracts (Regulation) Act,
1956 and the Depositories Act, 1996 be taken into consideration.”

The motion was adopted.



HON. CHAIRPERSON: The House shall now take up clause by clause consideration of the Bill.
Clause 2 Amendment of Section 11
DR. A. SAMPATH (ATTINGAL): Sir, I beg to move:
Page 2, line 9,-
"after "under any Central or State Act"
insert "or any agency or firm to whom any of the functions were outsources”. (1)
Page 2, line 30,-

"after "under this Act"
add"with emphasis on prompt payment of compensation to investors in cases of fraud". (2)

HON. CHAIRPERSON: I shall now put Amendment Nos.1 and 2 moved by Dr. A. Sampath to the vote of the House.
The amendment were put and negatived.
HON. CHAIRPERSON: The question is:
"That clause 2 stand part of the Bill."
The motion was adopted.

Clause 2 was added to the Bill.

Clause 3 Amendment of Section 11 AA

DR. A. SAMPATH : Sir, I beg to move:
Page 2, line 38,-

for"one hundred crore”
substitute "ten crore". (3)
HON. CHAIRPERSON: I shall now put Amendment No. 3 moved by Dr. A. Sampath to the vote of the House.

The amendment was put and negatived.

HON. CHAIRPERSON: The question is:

"That clause 3 stand part of the Bill."

The motion was adopted.
Clause 3 was added to the Bill.

Clauses 4 and 5 were added to the Bill.

Clause 6 Amendment of Section 15 A

DR. A. SAMPATH : Sir, I beg to move:
Page 3, line 30,-

for"one crore"
substitute "ten crore". (4)
HON. CHAIRPERSON: I shall now put Amendment No.4 moved by Dr. A. Sampath to the vote of the House.

The amendment was put and negatived,

HON. CHAIRPERSON: The guestion is:

"That clause 6 stand part of the Bill."

The motion was adopted.

Clause 6 was added to the Bill.



Clauses 7 to 19 were added to the Bill.

Clause 20 Insertion of new Section 26 A,
26B,26C, 26 Dand 26 E

DR. A. SAMPATH : Sir, I beg to move:
Page 5, after line22, insert,-

"Provided that the first such special court in every State shall be established or designated in the Capital of that State." (5)
HON. CHAIRPERSON: I shall now put Amendment No.5 moved by Dr. A. Sampath to the vote of the House.

The amendment was put and negatived,

HON. CHAIRPERSON: The guestion is:

"That clause 20 stand part of the Bill."

The motion was adopted.
Clause 20 was added to the Bill.

Clauses 21 to 24 were added to the Bill,

Clause 25 Amendment of Section 23 A
DR. A. SAMPATH : Sir, I beg to move:
Page 8, lines 4 and 5, -

for"one crore”
substitute "ten crore". (6)

HON. CHAIRPERSON: I shall now put Amendment No.6 moved by Dr. A. Sampath to the vote of the House.
The amendment was put and negatived.
HON. CHAIRPERSON: The question is:
"That clause 25 stand part of the Bill."
The motion was adopted.
Clause 25 was added to the Bill.
Clause 26 Amendment of Section 23 B
DR. A. SAMPATH : Sir, I beg to move:
Page 8, line 9, -
for"one crore"
substitute "ten crore". (7)
HON. CHAIRPERSON: I shall now put Amendment No.7 moved by Dr. A. Sampath to the vote of the House.
The amendment was put and negatived,
HON. CHAIRPERSON: The guestion is:
"That clause 26 stand part of the Bill."

The motion was adopted.
Clause 26 was added to the Bill.

Clause 27 Amendment of Section 23 C



DR. A. SAMPATH : Sir, I beg to move:
Page 8, line 14, -

for"one crore"
substitute "ten crore". (8)
HON. CHAIRPERSON: I shall now put Amendment No.8 moved by Dr. A. Sampath to the vote of the House.

The amendment was put and negatived.

HON. CHAIRPERSON: The question is:

"That clause 27 stand part of the Bill."

The motion was adopted.

Clause 27 was added to the Bill.

Clause 28 Amendment of Section 23 D

DR. A. SAMPATH : Sir, I beg to move:
Page 8, line 18, -

for"one crore”
substitute "ten crore". (9)
HON. CHAIRPERSON: I shall now put Amendment No.S9 moved by Dr. A. Sampath to the vote of the House.

The amendment was put and negatived.

HON. CHAIRPERSON: The question is:

"That clause 28 stand part of the Bill."

The motion was adopted.
Clause 28 was added to the Bill.

Clauses 29 to 31 were added to the Bill.

Clause 32 Amendment of Section 23 H

DR. A. SAMPATH : Sir, I beg to move:
Page 8, line 30, -
for "one crore"
substitute "ten crore”. (10)
HON. CHAIRPERSON: I shall now put Amendment No.10 moved by Dr. A. Sampath to the vote of the House.
The amendment was put and negatived.
HON. CHAIRPERSON: The guestion is:
"That clause 32 stand part of the Bill."

The motion was adopted.



Clause 32 was added to the Bill.
Clauses 33 to 41 were added to the Bill.

Clause 42 Amendment of Section 19 A

DR. A. SAMPATH : I beg to move:

Page 11, line 33,--
for "one crore”,
substitute "ten crore." (11)

HON. CHAIRPERSON : I shall now put Amendment No. 11 moved by Dr. A. Sampath to the vote of the House.
The amendment was put and negatived,
HON. CHAIRPERSON: The question is:
"That clause 42 stand part of the Bill."
The motion was adopted.

Clause 42 was added to the Bill.

Clause 43 Amendment of Section 19 B

DR. A. SAMPATH : I beg to move:
Page 11, line 37,

for"one crore",
substitute "ten crore.” (12)

HON. CHAIRPERSON: I shall now put Amendment No. 12 moved by Dr. A. Sampath to the vote of the House.

The amendment was put and negatived.

HON. CHAIRPERSON: The question is:
"That clause 43 stand part of the Bill."
The motion was adopted.

Clause 43 was added to the Bill.

Clause 44 Amendment of Section 19C

DR. A. SAMPATH : I beg to move:
Page 11, line 42,--

for"one crore”,
substitute "ten crore." (13)

HON. CHAIRPERSON: I shall now put Amendment No. 13 moved by Dr. A. Sampath to the vote of the House.
The amendment was put and negatived.

HON. CHAIRPERSON: The guestion is:

"That clause 44 stand part of the Bill."

The motion was adopted.



Clause 44 was added to the Bill.

Clause 45 Amendment of Section 19D

DR. A. SAMPATH : I beg to move:
Page 11, line 47,--

for "one crore”,
substitute "ten crore." (14)

HON. CHAIRPERSON: I shall now put Amendment No. 14 moved by Dr. A. Sampath to the vote of the House.
The amendment was put and negatived,
HON. CHAIRPERSON: The guestion is:
"That clause 45 stand part of the Bill."
The motion was adopted.

Clause 45 was added to the Bill.

Clause 46 Amendment of Section 19 E

DR. A. SAMPATH: I beg to move:
Page 11, line 52,--

for"one crore”,
substitute "ten crore." (15)

HON. CHAIRPERSON: I shall now put Amendment No. 15 moved by Dr. A. Sampath to the vote of the House.
The amendment was put and negatived.
HON. CHAIRPERSON: The guestion is:
"That clause 46 stand part of the Bill."
The motion was adopted.

Clause 46 was added to the Bill.

Clause 47 Amendment of Section 19 F

DR. A. SAMPATH : I beg to move:
Page 12, line 4,--

for"one crore”,
substitute "ten crore." (16)

HON. CHAIRPERSON: I shall now put Amendment No. 16 moved by Dr. A. Sampath to the vote of the House.

The amendment was put and negatived.



HON. CHAIRPERSON: The guestion is:
"That clause 47 stand part of the Bill."
The motion was adopted.

Clause 47 was added to the Bill.

Clause 48 Amendment of Section 19 G

DR. A. SAMPATH : I beg to move:
Page 12, line 8,--

for "one crore”,
substitute "ten crore.” (17)

HON. CHAIRPERSON: I shall now put Amendment No. 17 moved by Dr. A. Sampath to the vote of the House.
The amendment was put and negatived.
HON. CHAIRPERSON: The question is:
"That clause 48 stand part of the Bill."
The motion was adopted.
Clause 48 was added to the Bill.
Clauses 49 to 57 were added to the Bill.

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

HON. CHAIRPERSON: The hon. Minister may now move that the Bill be passed.
SHRI ARUN JAITLEY : I beg to move :

"That the Bill be passed.”

HON. CHAIRPERSON: The question is:

“That the Bill be passed.”

The motion was adopted.



