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Seventeenth Loksabha
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Title: Motion for consideration of the Bilateral Netting of Qualified Financial Contracts Bill, 2020 (Bill passed).

AT T 3719 3MscH Ae8-19 i & |

At 37efiR ST e (SERTTYR): TR, AT IE ST o1 § AT? .. (TFET)
AT STEAE: & 2T | 37T qlet o1 3FR e T a1e o |

...(TTHH)

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE AND MINISTER OF STATE IN THE MINISTRY OF CORPORATE
AFFAIRS (SHRI ANURAG SINGH THAKUR): Sir, on behalf of Shrimati Nirmala Sitharaman, | beg to move:

“That the Bill to ensure financial stability and promote competitiveness in Indian financial markets by providing enforceability of
bilateral netting of qualified financial contracts and for matters connected therewith or incidental thereto, be taken into

consideration.”

A1 STETR: TR SR 83T
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“fp TR fariTa aroTRY A arféd forcfier wfderan &t feuefta AfST &t vecd=adm &1 Sueer o fa<iy e o gHfd e 3k
T BT FaU B & foTg TIT ST G AT b SN fawt aret faerges R fr= fopar Sy 1

...(cTIYH)

HFHRT 37T Ig AT Ao 39 fIsy ¥ ST <ImedT 87

....(TaHT)

oft 3refiR 3o T W, § gl TTEdT 'i | The Bill only covers close-out netting. The current Bill fails to provide other kinds of bilateral
netting practices; for example, netting by novation. Netting by novation is a contractual agreement whereby parties agree that all
contracts between themselves will be consolidated into a single contract as soon as each new contract is entered into. It reduces
counterparty credit risk by affecting a discharge of each individual foreign exchange contract or other obligation as it is netted. If the Bill
is intended to truly widen the scope of the netting practice in India, it could have included methods such as netting by novation and

payment netting.

My second point is that there is potential for money-laundering and tax avoidance. Netting is allowed for transfer of money without
actual transfer of money. Therefore, netting becomes a potential bidding ground for trade-based money-laundering and tax avoidance

practices. How will the Bill help in regulating and offsetting this risk?

Thirdly, it is an overambitious move. It is claimed by the Principal Economic Adviser Shri Sanjeev Sanyal in an interview that this

Bill will act as an enabler to the corporate default swap market. This in turn will help lay the necessary condition to set up a liquid Indian
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corporate bond market. CDS is not a prerequisite for setting up a corporate bond market and there are major issues with regard to
regulation and supervision of both the CDS and bond market which will not be mitigated by the introduction of this legislation. What

provision has the Government made to address the regulatory issues arising due to the legislation?

My last point is about the impact on bank capital. This Bill may not have a significant impact on the capital of banks. The ratio of
market trade to the loan book of public sector banks is not so high as to generate considerable capital-saving from bilateral netting.

Thank you.
22.00 hrs

HFFIT 3TETE : BIs 3T A1 Aoy 39 UR IR RG=T I18d 872

S TR TS (TEFIEIS): 3Teel HRIed, H YT MR &th I §Y PIRIMT HEFIRI & SR &1 I8 WS & 39 T ¥ I Ha1eid GRT &Y T
38 € FRIeICRal AT 3T U] e, 2020 W dier & oy @ST 83§ | 89N U8R & (D Je H3ll AIciier PHR St i IRUT F 3R wifed
3 fSER TReEDT D U W IR E | I8 AR DI $ B UL IR BT & | el B3 &A1 I s TR GRT 48R B 311fies FIIe &b B3
Ypol RU ST B € | et & Ter H3iT SfY GIRT X HATeRT & &g TR &Y fSIT SIFT § |

3T HEIY, AT TeT FAAT Sff GRT 18.09.2020 Pl FEATTIR-ACER ele R HIRT ST Bl &1 $iS! faw@m e g9e fpar & | 59
RCRES & TTC] B A ATeraT d 7T ftel & 50 A 31ferep TidT Y 8 TRT I 3ferh ATl e B A g AT 3R THIe B9 F 20 TG A A
NI 2T ThTIET BT | AR, feT &1 FHeH -l V... (Fae)
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AT 3e8 : g=IaTE |

ﬁﬂﬂww@u(&ﬁwmm: 3NTERUfiT 3TeTel HE, U] ggd-98d &Idi< | The Bilateral Netting of Qualified Financial Contracts Bill,
2020 BT g FHIS YIS IR TR F FHAT BT & | T Y Di~iee Tg foet ST g1t Dl Brg-ifRel Piade H el Bl 8, Sl Th TR &
farerar T deot B o Hag Rl &, I8 a8 ol el fdar 8 1 8 & 61 gt I=fie 8 fb 31 o1 aret w9y § I8 U H 54 &7 3ik
“FITAQLT T HTeT BT H PIth! Hag DT | H TRV F3AT SiT DT $HD oY TS Sl § IR 84 [T & 1S IR TeTehy o THI fISTRisT bl
3R rIeT e | 9gd-98d gdls |

At aRfdg G (T SRN): TR, 7 37 & PE b T ORE A Birgacd 81 & AR Dieded Hwed A8l 81, a8 § IGH SFSI 8Id1 8 | T
1T 3T e &, SN UICT 7ol Dedi! & | Seh! aoe A Sehi ol Si TTUT SeT & AT I1ehT AT ISl UR ST 3R e &, I8 < Y 9 et T
TN PR & | 397 et & S orarer 6 8, ST AR 3951 Raffed 81 ST 31k Seal & Sfeal 81 S, VAT J1Uer avam g | H R S1aRT 39 e

BT FHY PRATE | g=Jd1S

AT STeTe : 7Y 3rTa HIedt, 3T ot & g H Fe R ST |

St SrHE AT (HrUTST): TR, o7 oI & b 39 fer A $ege deeric A aga g et 3iik a8 Sarer s &F S | areht § 39 et o
FHT AT § 3R TRDR bl ST DRl 8 | H AT HRa & b {Uwwel T 7 39 fdel I S-S G R8T 8, I J9 FHAT3T F IR B’
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3T 3128 fST JTTY BT SOTR AT 3R I JATAT 3R I=HIG W |

it I AT g fboRTy (shiaTger): e FEIed, SRY AR W, ol S UTST &Y o & & it el it a7 o7 e € |

AT STee : 7 TG aforl | et o) T et T FHei BT ATfeT |

A TG S (BTEIST): T, 397 fdel W RT HI & | 3Fet A 1H AT BITT | Ueb AT feTehr dofll | AT RT AT & | &9 311 Nl b A1 & |
29T T TST PR &b [T T BT e Y IT TRV | Te Fe gl id & | 85 AT I T Tt |

St OraT RIS XSS (ATRATA): TR, &9 et &l JuIc v |

st SaeR Rig fier (@R wifea): Thaw R, I8 areeT e & 3R amer o & f5 TR O 3w faet oo omeft | & off T axa € |
ggaTe |

AT 3L : 1S 3R ST bl HA -1 G JleT oA & | FHT Sell BT FHLT & | 379 SFRIT S, 31T T foet & IR 7 31 - AR |
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SHRI ANURAG SINGH THAKUR: Sir, | would first like to thank all the hon. Members for supporting the Bill in the interest of the

country.

Sir, let me say that this Bill proposes to provide a firm legal framework for netting of qualified financial contracts. This was spoken
about during the Budget Speech by the hon. Finance Minister. This is to resolve unambiguous legal framework for enforceability of
close out netting reduces. It is going to reduce the net exposure and it would also reduce the credit exposure of banks and other

financial institutions from gross net exposure resulting in the substantial capital savings.

Sir, why | am saying about capital saving is because in today’s time, | think, it is very important for the banks and the financial
institutions. That is why we have brought this Bill. If you look at the main four key points of this Bill, you will find that the legal
enforceability for netting of qualified financial contracts which are bilateral in nature will be taken care of. It will take care of designation
of certain type of regulated financial contracts as qualified financial contracts; third will be the mechanism for close out netting in the
event of default and it will also take care of imposing limitations on administration practitioners to enable smooth and expeditious close

out netting.

HEIeY, I8 Ppdel HRG H &1 78], g1 &b oFTHT 50 <20 H §9 Tv8 BT aille] hHdd & 3R 84 ATSTFSIY, il international swaps and

derivatives association &, SHP & Atsel AT Uae Bl &I A IGHR A8 TUIS SUC a91-IT & | 9IS J&! HRT 7 o 31t Tt Je=y ¥, 31erT-

31T NI Sl 1, J1ToT YR & fad H, d1fs A S oI QAT BT SIS 8, TFTHT 46 BR PRI SR BT IGY SR TIT 8 | 39
31ATaT 3T o ft R 37k S Sft-20 Y Ravsy 8, 3T off sadht wewrerf=i erft, T Rieew & forw 1. (&aaer) &f, arfdes arft | 5o
HIgRIe Req I &y e |
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T AR IS ¥ SHGT ST RIAR JUAT I Far & | H 1D AredT F T gott b Tl IS=AT BT U IR R TR U dHRAT
T8 8, T8l SdeT Fwei fhar & |

I STEET: T4 TE &:
TfTaadT BT Gae e b fo1g T ITH Hafed 1 I AT vt arel fagre wR =R faar s 17

IR i 8317

HFFIRT 3TETE : 319 T fIeyeh IR WeaR fdaR ot |
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it . R St 7 39 fgges uR e U 2, @ifdh & 3t e A SuRkerd 781 8, 3oy # AR el &l (o Jrr ol W1 g |

AT 3TeTe : U I8 &
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qgctt 3R S 3T [aege 3 Sile & T8 |
G 1, AT T 37i% Aees 1 g_1 777 [89% 3 TS R 1Y/

HFRT 3TEeT : HTF1T T3t SiT, 319 319 UR1a v foh faerres qiie fosar S |

SHRI ANURAG SINGH THAKUR: Sir, | beg to move:
“That the Bill be passed.”

HFF R 3TE8 : U I8 &
“fe faerges aTiRa fopar ST 1

IR el pd 83T |
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A TS : AT TN, SI-1 &7 & 3117 T e AR PR X8 2, MY 3ffeid ciieh Heed &b AW, T Blel Bl ok I T o,
T8I ST ST HEAT H A1 Hevy 93 €, § I Adeh! &g dTe <l § fob I e 3U-319 &7 &b JfATe! Falell &l I3 &b fl( Jel RIS & | H
DIfRTIT PR fop Y HFT TSwT Bl U TH STaEN fiel, UITH A5 F8l, GHY dhdol U e e |
Hon. Members, please conclude in one minute. I (IR & | 7T A9 9 91 I 89d &7
IS AFHIT & : Sff 7B |
AT 3TeRre : e AITes) et 8, Uget e gt on |
it g BT |
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