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Seventeenth Loksabha

>

Title: The Motion for the consideration of the Chit Fund (Amendment) Bill, 2019
(Discussion not concluded).

AT AUTAfA: 3d 3SeH R - 9 forr S |
AR H3iT 4t 3RAT 8 31X |

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE AND MINISTER
OF STATE IN THE MINISTRY OF CORPORATE AFFAIRS (SHRI ANURAG
SINGH THAKUR): Madam Chairperson, on behalf of Shrimati Nirmala Sitharaman, I beg

to move:

“That the Bill further to amend the Chit Funds Act, 1982, be taken into

consideration.”

The Chit Funds Act, 1982 was enacted to provide for the regulation of Chit Funds
which have conventionally satisfied the financial needs of the low-income households.
Chit Funds provide an important source of finance and at the same time, an avenue to save

for small businesses and low-income households in India.

In a Chit Fund, a group of individuals come together for a predetermined duration
and contribute a certain sum of money by way of periodical instalments at regular
intervals. By combining credit and savings in a single scheme, people who are in need of
funds and those who want to save are able to meet their requirements simultaneously. But
Madam there were many concerns raised by the stakeholders and to address those concerns
the Government formed a Key Advisory Group on Chit Funds to review the existing legal,
regulatory and institutional framework for Chit Funds and its efficacy and to suggest legal
and regulatory initiatives required for orderly growth of the sector.

The legislative recommendations of the KAG included amendments to the Chit

Funds Act, 1982 with an objective of reducing the regulatory or compliance burden of the

Chit Funds industry on the one hand and also to protect the interest of the subscribers of
Chit Funds on the other hand.

The Parliamentary Standing Committee on Finance, during the Sixteenth Lok Sabha,

in its 215 Report had addressed all the issues and had also recommended finalisation of
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the legislative and administrative proposals for strengthening and streamlining of the

registered Chit Fund sector.

Further the said Committee, in its 35 Report which is the Action Taken Report, has
again recommended the need to quickly firm up the legislative and administrative

proposals for the Chit Funds sector.

Today, I am bringing this Bill for the consideration of the House but there are some
key points on the amendments to the Chit Funds which have been proposed. If you allow
me, [ will just take a couple of minutes to throw some light on them or if you want the

Members to discuss them, I am open to it.
HON. CHAIRPERSON: It is all right. You may proceed.

ot 3R Rig a1pv: Teq, # Rt i-diH fBmel & ag $e1 g f& S ugd I
1992 9 fodt o1 1 o1l Sfefasisrey & forg feifie ot, 39! U arg 300 T 4 ard 398
farar T IR B ) B8 TG U W g1 R 18 ARG B far mar | @y i A
Gl S9! fohdl &, Hifds aul & SHH Pl daalld ol g3il AT | G 2001 ¥ Sl FARITA
YT ®, IUP! W I &l 3P| a7 a1 a1 o 50! ISP SMYR WR i 7T ST ST |
31§ e ®F fAord a8 +ft ues fiar &1 fawg Ygdr u1 d HH ¥ HH < Ishisad a8l R
8 3R I8 ST BIFHRIT Y I 3R 3T $ Al & 3iaR W & ey 9 IRex
ATy, I Ht Fag | AR S BRAA 811 T, St e Ferem & fae ve 581 fomieR
TEHY TgAT UT, Sl Y| I Bl YT, IS9P Ui Ufa=ra o1 fiear o1, IUH! 91 R (g
q1d ufawrd fobar T g | S 3Tl off U9 ¥ 9 7 e U Isuspiger &, al 3@
U0 I & HUBR Ht g1 BR 049 &1 g faar o1, a1fes 9 +ft 39 & &l = 9 |
BT 9ed 1 390 U Ja a1 a1 B o 39! 91 3R $3 ol o 3R < TS €,
TreRfAd! ey 3R IR o § 98 Uit Afdw 3R thfge ToiRueE o sifeezAfed
TR 59 g1a 3T § b STdY M0 g R Tahd § | iR o 3o f3fase 37 ot
Het ordl A, Fife fSfase Hus Tae & sicx e 91T 8 df 39H IR i1 fewprde
Sl T Fife S feWprde ¥ UHT §9aT &, do! 3F faaRkd foar S g df S9!
f&faSe Hg- @ T UMW T EWPBIST FHel T § | Hif 9gd IR U IS0l
fgd $© aul § oMY, fSds RO e the &1 81 9gd ifed adld J <&l 147 | 3d S
fe amrde 8, 3! i Ry o3 & Urg fe 3mrde &g man €, S @1 U1 3ehgT gl
g 3R SN Uy 3HISC & SUB! A¢ e 3mde ol 71 §, Sl U1 S=dTl T, IYHh! A
dicH & forg |

Y HS I ST A & Aead I | | $ot MAeas g8 39 TRial & o €, o ury
IR SR T IS BT 3= Bg ol el AT, Rt I S 391 UM AT | §gd IR
AN 3BT I diIb U SWd ©, A H g1 I1gdl § 1 98 dTdl g | 1oal Bl
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g9 39T PR far & fob St fore @t 100 308 U ft, I e R P 7 |
g9 BT § o oy FRuffed &3 b fpat Saa! 3 gt T1feT | 399 IUP TsaHIgeR
&I, Waiex &1 Ht ary e | 391 & Fed gU H TaY Hedl § (o AT TgHld & a1y
3119 39 R faaR &Y 3R 39 ggima ot € | 9gd 9K} =i & 918 I8 f9d 9199 39 ¥
o emr g | Ul i TUT H I8 ooy & T17 AT | 3 3a¥R 31T &, Ued IR oA
e s feuifore faa &1 U favam o1 | 3o 39 WR 33! 7 g1 3R 39 a1g fod
ORI g1 | 494G |

AT FYTAA: UEdTd Udd ga:

fo fge e IR, 1982 BT 3R MY B ITdt fadgsd R foar fear
i@ |7

ot TR BT IATHT (@RTYE): TG, U T 39 f9d R dia &1 HidT e,
3T fofg 3MTgeT Y=arg |

Madam Chairperson, before I start speaking on the Bill, | bl ﬂlﬁw‘ & e e
FIRTH 178 b U A Q- IR I Pl E‘f | it is a major scam in Odisha. g 79
gorc Tl il o7 | 3Fgaifee faa o Wt g IR o a1 o |

HeIcdl, 3P ATHH T NS B SdT T8 T I8! 8 3R H AFHIT 731 off I
YS-Tl dledl ‘é’% S 20 TG HTd fSuffored %, they have been duped to the tune of Rs.
10,000 crore in chit fund scam. d"%aﬂ'{ Hd e Gﬁ?ﬂé’f&ﬂ%\?ﬁﬂaﬁﬁ% efR-eR
g Tl Bl ST 8 | Ugd of Sird °d gt oY | 5 7off a9 I8 Sird doll Udhsdt 8 8fiR
STe At Sire Tl 81 Sl 8 | 5 SHe Rl g fob AFHIg Hait 309 ware & & H J 4 I8
gart f 3Nfeen & fue e AT &1 1 81d 82 B U 3 HIRAYT W AR
32 S 20 TR W FSUTTored €, IF! 30T U1 S T, S 10 BOR HIS S0
BT S g, AT 3 A TUF 3= Sa1e & I8 |

3 H fad IR S1aT§ |

SHRI BHARTRUHARI MAHTAB (CUTTACK): Is it monitored by the Supreme Court
of India? ...(Interruptions)

ot T 2B SATHT: 31E H Td R AAA G ... (Interruptions)

Madam, I am not yielding. ...(Interruptions) Please let me speak. ...(Interruptions)
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HON. CHAIRPERSON: Do not disturb. Let him continue.

... (Interruptions)

ot T TH IATHT: S H a W AAdT § | H U BRI BT Iedl § (& a8
1992 8, I¥ 1982 H UG S 31T UT | 37 I8 & §I¢ Ugelt §R b T g U AHSHE
M T | 1631 Ald IHT H T8 foa =i afafa &) mar o1 | T 919 @) 98 8 & the
chit will be drawn in the presence of at least two subscribers. g &dUl T % f
TeUhIgeR STl BTk b HILTH T §ig— B3 3R e Mot s | 7 sifswn @
AT E | S H 10 TR HRIS IUY BT WhH ol 8T §, cled JaeR &l F139l 50 TR
PRIS TUY H1§ | AT § fob a9 fpuy oifsen # € 7 1 Siifswn & ofR oy eaia et
ST, 9 98 HISRd Aedd §, 7 98] ¥Xd URAS § 3 ®is giaur g | 3 ol fuae s
ard 8, T8 S 3F3iHIESS Jdex ©, Tg GOAd: TRidl & &l §idl | §H ANl o U
difear SR Pt gy 76 & | W wffa & R # +f a8 gama fear man ot fe
CaRE TS 1 RTCY-3U & SN $F B Ubd ¢ a1 el | H 3P A1edd I Tl off § 78
I AR b o a8 gfawr €t 72 g2 S e e N ey Wh §, U8 SRS
I B1 g | MBI & 1Y He-19sdl g fob 37 T1d & a1 31+ i s Jaex
& SR d $© BW ol @ T g | fiReR vy, RavmewE, Sosifa gfear
THIRTERA foe thed & SRa Adhed! 4, IoiA ol Repds far o1 & sHsiiags
Jaex & forg g8 f9ad@ ®1W! A8T § | This is not enough for it. S AT SIAT § b
Unorganised Sector is 100 times the Organised Sector. Ug a"@:ﬂ ﬂT%Q fb ERS| foa &
ey § §H MRS Adex Bl Y f9d & 3 AP 3T |

Now, I come to the point of Security amount. In Section 21 of the main Act, 3ITH g8

g 5 50 e fae e e Hur # feuifore 8 BRAT Y 3R 50 TR db TR
& B T W | o iR gfafd ot R ot 3R oY RpdeyE 8, S99 I8 sarr T g
for STP! Had fSuTeie 33T 50 AT 3 ¢l fie deg Y 3R 39! HH-THC 3Hh
feF A dAxa ot | v fad sl B fea g | @ I S 49 3.
uﬁ?ﬁqﬁéc“«c g A %ﬁm, it secures the interests of foreman by giving him right of
land to secure dues on subscribers. gﬂ'ﬁ[ HOHQDISQ%T%]%H ﬁ@_@' 'J-ﬁ :Ig"[% | They are not
ensured. You have taken care of the foreman. Ig Bl % f WA= HQHQ’JIQSGN}I" g PO
FHAde HR T d g, i Gouh ey & ol & H 6 g |

T8 RepusyA # o7 5 fran foie smde 8, ST SxaNY 3R Iahd §, dlfd
ToTPTSTH b S DI gH ANT Uicae HX b |

5(‘1'-‘] Tl ob dig dg faa GﬂQET%, we have to look forward. AT UUT Ht St
g ST BT 910 HRX @ § I IH STARY UIeRl & o B T | Can we allow
undertaking fee based activities? wise %@ SEH T gik?ld*&H GRS %@ STHI g8 o1
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f& o1 e BwUg ST HR bl % 7 Ts1? EREIRCEIG! Y | Merely branding some
names like fraternity and other things, I do not think we are going to solve it. 3@ @Ti—ﬂaﬁ
B IR | 3H T ¢H J T UIR TS UHH! CI8U &1 R, difes e Bug T kg
Ticdcs g1 3R I8 WeAaa ol 81 | 98 EHaR- d 81 | 98 Sl & & e gy
ST 3 WAE b oW | g RIfad & 3R MU | S9H hige 3R eioiaw el & |
This provision does not apply to any chit company which was started before it was enacted.
oIl e s qﬁﬁ@ % REECED ﬁ’lt{ g QLdnla')Glﬂ :I_ﬁpT% | Madam Chairperson, through
you, I would like to ask the Minister can we do something o fe wus U_E:'@f ) %, 3%
Yeifthe aRe 39 fod & R # @Y | ST HIRHRI 81, |euuy g, ¥ 99 39 fue
HUgH W H a1 &1, 51 39 foed 3 Ul €l TR f&Rs § |

MU 5T DR Bl e Q’WFH ﬁtﬂ % f& they may exempt certain chit fund
companies from all or any provisions of the Act. ﬁ@‘q, dg ¥IC Ta-He &I qgd é)f
FEERTHFRRY Urad & | SIREISTS & W1y S fehRi™ 3171, 39 g +ff aogr d g7 o
% o =g &1 %‘? They can exempt any chit fund company SIRE < T8l Hdl % |

100 TUY &} foifie sgM &) o 91d 81 et 8, I8 H We Ta-de S fear g | 1
think there should be proper rules.ﬁwﬁwmqmwmﬁﬂw
3T g b e higy & foraq ot sraRiy %, they are always supported by political
patronage. I8 @ g f 89 39 f9d &1 B4 Aolgd B IHhd § | W< Ta-HC Bl T8
SR A 81 {5 9 3o goeil 9 forg frddl bl o v ¢ |

W fUET HHCt B RUie # 1t U ga @ | 3t I8 THaumE & o) Hafay
2 | 89 38 TUH! e Bugy 3R e AfdT wus hige THRNzH &1 3¢ 9%
d1fe g SareT WHare- H 8 3fR 98 TR diie A 81 9 | 399 I8 el gnm % fae
HUS U 31 HIgss Ydex gl ST |

3P T1Y-TTY T a1 dredl § & e 18 8 O 50 B9IR HRIS ¥U Bl g,
3@ BH ?-hET@E[ B 3Ip I HId % | Let us make something sustainable and long-lasting.
Y BH U faoid & 1Y B3 | §Tb 1Y IS BY | Of 5-7 YA Scpiol R 8 8, T8
HTHITEI G |

TSH, R Uiscy & ¢RaU 3R 39 fod & fhe 9§ wfogn wadt d 9 |

Let us think about it. This is such a big organization, such a big sector. 3@ eH WX LIES
JOY PR DY |

Lastly, I would like to say that I am really expecting some answers from the hon.

Minister. Let him answer on Odisha chit fund scam. fenn ke wog %ﬂf D[ hd
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Wet3iTs SARNIRE R B2 S STCS 3%y 8, 371 U1 I D a9y g2 FTB
Uoh CISHATST 9d1 ¢ 3R 3P R I R PR 8, gg M ward |

With these words, I conclude my speech.

ft e AL (g ITR): UM FEIea, H R wus (IRie) 98, 2019 B
Y A & o T8I W EST§ |

T 3= uref & Aarsil &1 Y=gaTe HRAT AR b I T WIS HAS Th
BTSAT A HTH B BT HIPT {307 | 39 HA H g7 AN 3 39 fod & SR &1 fHar |
g Tt FAfRreT= gd SR, HdeRk Hedre st 39 e Hf 3, el i ST FRA H A |

16.00 hrs

&1 Tt ARl A T 39 fod &) TR A &1 & a1 3 | 9gd IR b gy
o Iy f gARY J1did g3 | 9gd IR fSe H TH & 18 g4 Ul Idl fob 39HT dlegH
fora 8, 39 fpd AT 93 gU € 3R = @Ml ) 39 A1edd A ISR Iua gl
g | 39 IRI 91dl B STHBHRI gH BT H U B B 3auR e |

39 fod & SR H AR T3 Heied A S IRl [ha1, I81 $o shsiey off
MU g | 3HSHSY & H1H I 39 f9d &1 3 ard e § aorge &F ol | 594 o
TART U T &, 9 U DT GIUANT A 81, BIs TSas! 1 51, fhdll UHR &1 aierar 7 g,
39 quft St T I | T ] | 39 9K} st & are off 7 e § 6 st o
THR H gfad™ AN 8B HIAG §HId §, SUD d1G 31 HIIG! bl AN bl Sl § |
SUHT S GIRT YR 8, ITH ¥ U b1 B AT 1 HY 37 O, SqP! b
& FTRIT B a1 AT W Ig1 96 § | 39 UHR B dgd IR TaITY gl Xgaht o |
30 fore AR T § | g9R S H o off wifafafiar gt € 37 nfafaftr w gw ok
THd HY HY, 3T U g1 U@ IR R st & A1egd ¥ Ried &l 316 oA F
TN R G § |

39 fod o S erete g3 &, ITH U sIaw1 § foh 3R &I aafad fae te Iardr
g, dl STD! TP ARG TUY Y TR i ARI BUY B DI golold ol 718 & | ol BH g,
D! B A FUY T 18 T ¥YD dP Fe &1 75 ¢ | 98 3 99 UAM IR B Tl g,

about:blank 6/44




7/9/22, 2217 PM about:blank

A St BRI 7 &, TAR MBI 6, 58 TH IeHITdd TR I <=0 1R H $H Hd
gl

Ul AEIGH], 9T diegH §gd 981 ¢ | T8 18 TG U dd gl ¢ | 39T
ieqd 399 il 95 98 TR R | 399 of FAfRwy a1 71 § SR S WeRH & a6
2, 399 100 ¥YY dd ANT P! WAL F TR @1 11 ¢ | T 91g b 39 IR 9gd IR
anT fSae & | 3R PIg HSHE ATAT € a1 I 100 TYY I FIHR 500 T TT 1000
FUY HA €, A SUH DS [Gadhd el &, il U &1 dleyHd §gd 9¢ T8 | a4 1982 F
TG AT 40 I8 916 89 59 a9 2019 H SHSHS BRI © | 37 40 Tl H G Igd 3MF1
56 T § 3R ¥UY &P diegd H it 55 Ieard M R | F 7T § T8 100 TUY 9
FHH § | 3R 3B W BIg g & forw RpIRy &=ar g, df g7 3! §8 A9 3
WIHRAT 91, ifds 100 ¥UY TUT 1 ORG IUY & &g off dIegH &, 98 I1 dl J[CRH &
1Y IO A1 AR & SR I | 39 ¢ H g9 Al A 46 3 b S AT WaRE &
ATy I IR HRd g, A 310 Sifad H1d H 39 YHR B byl Wb T Hig & IR
T8I SW1 € | $9 UBR &1 ol Teael gl 5, 39 IR gAR A=A Tfdede gia s
¥ TR TeRH o4 & IR § Jract 8 | 3R ol 3a1es o S dis 3119 MeT Riey
T I8 Rl g, dl 3P SHUR fHdl TaRM hr T Gferd o HRATs 1 3R IqH! o J
3T faa, 39 YR & 5 gHP! 9gd 8l U G oI fiad € | 7 S aReR I emar g,
a8l PIg UIS TR P o AdT & 3R 39 UPR B WhIH AT € | 56 db §H TN bl Ueh-
2 g8 H 3T IR H Udl Id, 3P USA ot d TieTd b HRT Wd § | 59 UHR b
3® fr e g A d A &I A § |

o ATgT o 39w o UMY g3 8, 39 TMe! o AT J §H 39 R §gd ol oleg]
SRAHCT W W UgH | S WORH & Haled $1H Idld 3, 3790 SR H B8 7
H18 FRET 89 T11RT | 39 IR SgaRiTeli § off BREA 8, 37 BRE &1 +ff 399 dishd
& 8, S Ugd et U1 | @ AN 31 Y, U o o fou, foraeet =nfen, Iuet ¢ fem,
I94 fear, @t fear ik =1 fean, af 781 fean | 59 UoR & e gad 8, afe snft g0
39 fed & A1eH 3 9! U1 2 a1d §, 39 BREF &1 W s9# iR ¢ faar g |
T IYD! 1 8 TT g1 o1 82 3R ST g, Al faba1 &1 82 VT 81 Il & fb U8 T
o off 3 | I 3/ AT ], I PIciexd I ADR ST & TT FTHIAT 8 | 3T 10 1t B
gl g, Afcpd 39 §1G dg 34 aral fo=1 & Sma |

# U8l R oo ST AgT | gHR ¥ H 39 UBR &I Ried wl g1 @182 § 318
gifeiead TR UM & ol U081 R 91d -Ta] HRaT g | 3Moial & 70 I1d a1g Ht SR I g,
forgia it Traman, forg R & Taman, dfed ITH 9¢dTd Hd-Hd gH Jgi db AU g |
g Y Hie firer § 3R g9 W Su aNeH S BT TR PR § |
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T AaT § 6 a8 off W19 8, 3R 89 39 f3ed | oadl, af 89 Udl Ia b Ug
ST YR q URY g3 | ITH ot PR BT A7 a1 § | P H 39 oA S @
WIS BT HH Hd A 3R ITP 18 D! 51 A FHAd o1, I IHI 3 &
ey ¥ f5g YR T sIdeR gidT U7 3R fh 3% 918 HRT ST 3117 §gdl 74T | SN
Wt Ao g T, TS Wt aered 81T, | 3T & §gd U H ddeid gl T | U
T Hgo & dle, S U B B U, 9 81 FHIYAE ADR 30! Tard o, fh 3T
g1 Tole AT 3T 71T 3R I TSI HHIYE S &1, oY 98 ST UMY S/ac g 4, T
FRA-BHId T8 IRT ReH 3 a7 | 81 U o1 gg Y o= <1 g1t fab 2019 &1 i =7am
YR, e aR 7 W i 3 g8 R Ioia f5ar €, 55 9RT sead ST g |

e JHY U1 o1 fF S 9= aafad & e o | S 3u- O @ & sgaw
Tel ft | T & gy HAl A TH-49 THISE & H1H Y 3a4 g8 90 WR 396 THECT
AR, ITP! DIt IHH DI dF H AHR TR F Pt U TG B 8 | 89
TART A 3T IdR URe Y dor Ried 1 <21 & Seiegy far | uke ofthy & @nt
TR IR TR 37T U1 o 3R 3T T I R &% | T &1 U1 G B HY &, TP
ff raRIT T8T WX g8 § | 39S -9y Ue Wi, St &R e § uAudn @ fb S
el 0% HY fid, 3P| SaTal BIEl & 81, 3P IR H IRT Red Iddr g 3R 39
forew & ATemd ¥ o B §Td §, AN b el o |, I8 i Ia-! € ardfasedr § |
AT 3t o 910 Td @ |, S wax Hff T Wi g5, o w1g 9 I 916 10 99
§gd IR G 3T ¥ | TR BIe-BIc URWR H, faRivax gaRt st 9+ 3R Aflgan g, d
TfdT & fore 39 IR &1 §-f Red A &7 € | 31 AT T U G ST U foig)
ST <1, Sl ggdl 3T 741, SUP! Ugdl fHd 17 3R S gER &R R 31 TR, ITdD! G
FoR R e T | 39 UeR 9 ey Fefdi T |

R U R 39 YHR BT 31 741 fp n 51 o= fean, fomm Iaep! fiam e
faar | S Sa1e1 ¥ e |t aienT, I9@! Ugd He, I9d 891G guR B, 39D §IG
IR P e | AT HRA-HRA, TH ARG $UY Hi 3R A 7, o UgaT St aF arell ®,
3P T gOIR 3T H fid 115 3R HA Tl arll &1 STH o 8T § | Uh dRg 3ud
T 3R U HeR NI, <l IUD! TN oIR U U USd ¢ | SUH dgd Jo diegH
gAfthe § | T8 g faeer 1t 39 YR O Iad1 1T | 98 aed | SHied a1 U1 9gd
Segl ¥, M 8 SA1e] 991 & fore ait Jiosd oxd Y | g Rafen agar marn, aad
T | $§ Al A 0Y ST T, $© AN 99l 81 T | 98 IRT e 39 UHR ¥ 9dd]
el |

8 dRRT U Ugq g8 Mi ¢ for Sfdh1 Ried St S1reirdl & 70 1 d1g 31T Saay
83T 8, YT AN Y 3R O =1feT, oY ITH! T T O 81 firad € | 3R fapadt
Ud BIC TR HRA a1 I $S U4 IR, A $© U a1d! DI 9 H Ay, I9b U
T Y A Afad $I o= o1 Ried a1 o= faar | S99 3mamh 9, 25 AN &1 gu 8, 50
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@ArT BT U 8, T O a1fee, Ia-T U1 3T HRh, Ueh &) fadT, g¥R &l four, 39
TR I Y Ried Taar 387 | 78 IRT Riked o} Iarar 3812 §ART il sfhtT Ried 7, 39
o Red & e A &1 3T § U i, 359 IR &t gawdl vl 981 88 | 98
BIa-8Id 37 fa=7 St &1 St 817 §, Od 8 B39 WIS HACI H S Hd I, dl db
& AT Sierd Y fob 80 Sd4T HHIA 8, BHRT AT UiTthe 81 74T, I8 81 79T, 98 81 ™1 | I8
IRT &1 IRT Uifthe A TR R 4T | g8-98 AN &l @9 fQU, 9 9 99 8l 31T,
Afp ITHT HYTH Tled HRd [P SHART Wifthe a1 1 711, I 81 T, T 7T 3R
IRT U €9 4T | I8 IRT 01 &4 & §1g Ta-Hc & RRed & A1y ¥ IR S
YaaHift §, freT §91 g9 T, 3! fohaT 1 B, 39! U TaRIT 81 e & | 39
Tdex &b AT N R P 7, 3614 o Hft v, 3517 At ot e oft oiR et g&
dl 3§ AT, 3! US- Il DIs ol & | T PR I ReA Id @M ¢ | AN I8 AT §
3R 9gd IR 1T g8 A o TaHe Ried 3R Ta-He AR I g I§HR o arT 39
Ren 1 o1 R TR €, A T8 BT IRE Y I & | T IR Wad ST HAFAT R | Sl
B3I e s giRe §, S "ieTd gY, 3U& IR # 3nft a1l gnft f g8 Teolae ¥
eS8 a1 18l € | U8 dicdll Yoviae I Racs g1 € | Sl gieTal 8T, 3 31 §T2 of Bl
BH 14 &, BRI U8 AT § [ 39 UPR &1 Pls BT 991 8l ol AU | s9HT g7
HRd gU, TR U1 I8 W4 &1 Td g [ 39 UHR &1 HIICl g1 -Te] a1 g, Fifdb
PHIC] 991 & §Ic | HAC | U BIed MBTad Hd anll &l 3 S, URaTeSt H-
ad AN 39 YR & RIed & 9d1d § | 396! AIeH § [ dis gier 8l udhsTh, dis
HIC gH ol el <1 3R U8 59 UPR & RIeH I U Iadl & | S Dle-BIe I &,
I 3T T BT B BT 8 3R BIR-BIE AT T Al Y 1 Ad &, T B P Al bl ot
2. 3 3 e &1 g1 ufdede & o) U1 fean 8, S9! a1uy o b1 i ga=i1 4 am
AU A AP |

39 fod & Sa- IR sHeHcy 81 & a1g it & Arar § & Ried &1 g ardd o
AT &, 3TY I9! TUIE AT | T FHY R U1 ) WRA §, IHT W AT 99 W,
9% o Ue Red §) | Taie 9 # B 7 IS 9 597 3dled & | 3R g
TSTS HRd § dl §gd do! ol Y- I | 39 UHR &1 T S Y g1 ot 399 TH
Jare o gh |

T % dR TR 39 91d &I qex 1 arg & qa ofd Rien & 36316 v
AT & 1Y Thadl §91Y | 3aTeRul & fad JaT @9 & Hieqd ¥ 34 feqr 9w fierdr g,
ISP AT J ARG AT 1 OT S ¥ et ofR o g U &ffds Rvew & g
&Y 3T difds g1 g, IR 3R 91 afdd &t 01 ¢ | 39 IR & Ao IR &
SR M aTdl f H S HAT IS | ITH Sl 9 Y a1 B DI ATIIHT 8,
dg -1 g |
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dpd B NSl fears it St usTh 3R I7h I Thd H I gLl | 3 dF
I grad U §, Ofd §H @NT W1 ST Bt 96b H §1d HId ¢ ol 98 Hed ¢ b gH
TaHe B 991 33 B, SIPREHRR Saudc ¥ U sa T 3a § | AR SR U oA
UBT, 3T U7 Bl Y A, I STHH o BR 3ATS a7 T7 W & 3R 3! U7 781
fear 8, 4 IR ¢ &1 U dfh Rew & a1 8 | I v 1 09T § SR st O
TR R AR AT ! Sax ST T e T@rd g1 | 31ae! ISR fedT g 3R 89 o
anTt !+t AT firdar g SR 33t § IR Rer Iaar ¢ | 3fRaR a8 U1 SxraTiRu &
g 3R Ug U1 AR & HTH U, 39 UHR HIH B3 Bt ARG b b Al |
3Tt A1RT | g9 oY e d IaM Tl anTl 1 39 UR 419 3% =1fe ¢ | I8 qft g oig
g9 T8 gt AT HeR 3T uTfefasic S & 130 HRIS AT &) i feamm & ferm emu 8
e g4 U ARG AT § 3mu a4t 89 39 &1 uTad |

gHTufa AEtear, Rer Fa1 82 Roid § & TR & FW i gART Uelifedrd Rieen
Hedl ¢ & e S8l & S| U $2 Hf 7 S | 39 TR I8 941 8 & +ft
gIded g8 & | drat | ot 89 W iR 8B & € | What is the meaning of
autonomy? In this country, no person has any autonomy. 9 Gh\lig A&R 3% Trferarsc @
3fieAH 8 3R 7 Roid §F & IR &Y e 8, 7 39 I & gy #t r ot
3Tt 8 1 aft i & forw ues IRae srT § 9MR I Irae & 3icR gt Al B e
BT USdT &, Qb §H S ST Pt §1d Hd 7, 399 Rod §& & Ta-R 34
AIURETE 81 U €, 89 o8 HaR 3t urfefanie gt forges qod 8 fodt d & AvoR =
Tad ¢ 3 fpd &1 O ¢ fean B, Roid S &1 e foifad o gwep! Rars 2ar g fp g\
39 HHRMS Hex | SRR A8l P | What is the meaning of commercial deal?
How can they act on their own? 37D FHRYA AR Dl i SAd FA & i%nz Udh qrae
TifciaTe = ST o fGaT § | 3D Gallad 3! HIH ®3A1 Aley | THT Adad I8 8
T fob HHREE fhdt & 7= o a7 1 U9 ¢ 3 | 39T U9 & & fofg dicierd
1§, I8 U7 a0 B M fIog B3 ara &1 U9T et &7 § 319 a1 g}, 3
IR} ST P SWHR UHT S &t AR I 9 b HASR 3R I dF BT AR Tal &1 9
7 3dT §, 39 WA &1 UlaR g Ro1d 9 & TR &l <t & | Roid d 7 fusa uiw
et H U fras anTl UR UaR forn, § & HAoR P gl $ig USH aral el & | Bl
et 3R IR+ &1 YOI S0 dl YIS @1 3Tarst e fas sfieiHrdT IR gea 8l 3@l
2, P9 CHH W BT BI WS | T P 130 PRIS ANl W gl 81 38T @, §H AN bl
3P SUR 9gd H J HTH HH DI SIRIHdT ¢ |

¥ g8 18 Hgm % ed wral & S $© g I saracg Sfer urdf & an § |
3R PS¢ d g, 8H g {1 USTN, §HR IHT H BRT dl 89 IS Sdldeg 8if | gH
ReH & 31H-31P HH BT YaTd Waﬁ In the interest of nation and in the interest of
people of this country. sﬁﬁmﬁ%@ﬁﬁﬁﬂaﬁm‘—ﬁu@ﬂfﬁﬁ 3 ardl fei o
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&Y ey ! 31e-31% &= uTdl, 39fore & 39 fod o) quid Srar g | fae e & mrey
¥ a7 T U R TG AT 39P 1Y IS gV € 399 S9@! ISR e € | T
ReH &1 Tfdede Rd §, D! IAId &, ANl &1 U1 fiddr 8, 98 99 $© IadT 3g, 39
fraa Tl 9% I B, 39 foru ot U MESaRd S US| @ 89 39
PRI o H FUIIRU B Jobd § dlfep ART T AR 7 ST, IAB! H1H el 3R
T I8! IHT UR Tl AT o 81U H O | W 38! YR &1 Ried 34 ardl feAi 7 Saau
HAT BRI | T B g1 89 31 aTd faA1 H </ & arll &1 U ¢ uidi, Ried &1 3ld
B UTE | 39 S H TSES UleTal B ardll bt STHT | S 11 &1 i U1 ghf, 1
will say, the fraud makers are using this system. IS DY GEI. qul B %, R a1 |
351 §H 8 dl [Auel & ANTf Y Uh SR IRBR DI TR o I Adhd §, 3R T8 &b AN
1 H 811 A1 g8l & Al &l Uil | 3R 39 dig § HIH Iddl Yo7 dl 89 TTdd HH
A aral AT OR e T B UIE, I b AT IR gl 67, Ted T | gHRY
311G} & FTH AT ded X7 3R 9 3 o 75! Hr e |

o grgdr g fos uiferartic & Te o SR 3R S % anll & fed d o off sraer o
g, fod 3mar B, 89§ AN Udhole BIdpR B &Y, U 9 T HH $9, at Tad s
B AT A BT A oe {6 Tore & gt miféal & a e S ) B HRd § SR
AR G} & AN I T AoIRY, Th WA F ¢9d § | 39 T4 B 89 9gd oleal ¥ &
A I AT |

o 39 foxn o 39 fod & d1eq| 9 U HiaH T &l e FR I|TE | 39 T 39

e R S 1 SrawR faam SR 9 2T o, 3Uf # SueT MR Yehe FRd §U
ST YHIT HRAT § | 9gd-dgd Y=udIg |

DR. KALANIDHI VEERASWAMY (CHENNAI NORTH): Thank you very much for
giving me this opportunity to speak on the Chit Funds (Amendment) Bill, 2019.

At the outset, I would like to say that the existence of a chit fund in this country after
70 and odd years of Independence is actually a shameful thing because the whole purpose
of why a chit fund exists is because people want to have access to money in case of an
emergency and this is supposed to be met by a banking institution or an NBFC. I can
understand that this was lacking 70 years ago. When these are lacking after 72 years of
Independence, in case of an emergency requirement-- and usually these emergencies fall in

the form of either a health problem in the family or a business requirement or something
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like that—the banking system evolved over the years, over the decades, being lacking, I feel

that the existence of a chit fund itself 1s a shameful thing.

But having said that when the banking fraternity is actually allotted about a
percentage of their funding towards the agriculturists and to small loan takers, this is not
being done by the banks. Invariably, what the banks do is, they give huge sums of money to
big corporates but these people are not repaying it and they become NPAs. It is either in
collusion with these companies or something, the banks end up in such a situation where the
money is lost for ever. In these kinds of situations, no action is taken against the erring
banks. But we are talking about a chit fund which is different. There are certain chit funds
where unintentionally some instances take place where people end up in a problem and
where the subscriber is not going to be paying the money. You are saying that we are going
to take legal action against these small people who are running this business. But if you are
looking at chit funds, majority of the chit funds I know is run by housewives who are doing
it amongst friends. We are talking about housewives who are doing Rs.5,000 or Rs.10,000
chit funds involving 20 or 30 people. If you are going to legislate this and say that you want
to bring all of these people under the ambit of this Bill, it is going to be very difficult for
them because I doubt that any housewife is going to say that I am going to register myself in
a society or in a company or with the Registrar of Companies and then go ahead with these
provisions and after that, do this business. If you see the quantum of this chit fund business,
it is about anything from Rs.30,000 to Rs.50,000 crore.

I would feel that bringing in this legislation, though it is safe for the subscribers, is
going to bring down the chit fund business where there is going to be a huge drop and that
is again going to lead to a lot of unemployment. Talking about unemployment in the chit
fund industry and talking about the provision of GST, the people, who are running these chit
funds, claim that the banks and the NBFCs are not subject to GST whereas the existing chit
fund operators, who were earlier charged 10 per cent, are now being charged 12 per cent.
They have been asking for exemption from GST but the rate of GST in their case has been
increased. So, people who are doing this business are losing their interest. There are many

chit fund companies which are closing down.

We are also talking about two different sets of chit fund companies. One is run by
individuals. Initially, they were having a limit of Rs.1 lakh which has been increased to Rs.3
lakh. It is a welcome move. The other set of chit fund companies are firms where they were
collecting Rs.6 lakh and now they have increased that to Rs.18 lakh. I would request the
Government to consider if the individuals who are running chit funds for Rs.3 lakh can be
exempted from GST. If you exempt them from GST, it will be a huge benefit for the small
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people. Even in the Chit Funds (Amendment) Bill itself you are saying that these are for

small farmers and household people. So, subjecting them to GST I think is a huge crime.

Under this Government, we have also found that even the handicapped people who
have to use some aids are coming under the purview of GST. So, after the introduction of
GST we have found that the country is going through a lot of problems economically where
a large number of companies have closed down and a large number of people have been left

unemployed.

I would urge the Government to consider exempting these people from GST to save

these chit fund companies. Thank you.

SHRI KALYAN BANERJEE (SREERAMPUR): Madam, so far as this Bill is concerned,
[ want to inform you that West Bengal had witnessed flourishing of chit funds from the late
70s. Ever since the Left Front came to power in 1979, the scam of Sanchayita Investment
Company came to light. Over-ruling the Prize Chits and Money Circulation Schemes
(Banning) Act, 1978, as was passed by the Parliament, Sanchayita continued operating in

full swing with the patronage of some political leaders playing behind the curtain.

In the early 90s, the poor investors of the State of West Bengal were shocked to hear
about similar nature of frauds. There were many other companies which were also
implicated in that. It has been observed that there was no specific Act passed by the
Parliament or State Assembly for taking the promotors of such chit fund companies to task
or to stop them from collection of money from poor investors against promise of lucrative

returns.

Although initially in 2003, the State Assembly passed a draft Act and sent it to the
Centre for assent, the assent was not given. Then, in 2013, under the leadership of Chief
Minister, Mamata Banerjee, the Protection of Interest of Depositors in Financial
Establishments Act, 2013 was enacted. But, unfortunately, certain objections were raised by

the then Central Government and assent was not given citing various reasons.

On different occasions in 2013 and 2014, the State Government of West Bengal
communicated with the Central Government in this regard. In 2014, the Central
Government again raised certain points. The State Government incorporated those points
and passed the Protection of Interest of Depositors in Financial Establishment Bill, 2013.
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Then, again the Central Government gave a few suggestions which were incorporated
in the Bill and in 2015 that Bill was enacted. So, it was in 2015 that the hon. President of
India on the advice of the Central Government gave his assent to the Act. Further, the State

Government also amended the West Bengal Rules of Business in those terms.

Madam, I would like to inform you that the State Government of West Bengal under
the leadership of hon. Chief Minister, Mamata Banerjee prepared a specific scheme for
payment of compensation to the depositors in distress and an amount of Rs.500 crore was

earmarked for this purpose. It was decided to pay compensation through Justice Samuelson

Commission set up by the State Government on 24th April, 2013 and a Special Investigation
Team was to render assistance to the Commission. A total of Rs. 251 crore worth of cheques
were issued for due compensation to the depositors in distress. Besides, action against those
including judicial custody of the accused persons for such an offence. It was known to
everyone that a writ petition was filed in Sarada matter. Then it was investigated by the
CBI. But the investigation has been pending from 2013. Now, it is 2019. I am bringing this
to the notice of the hon. Minister who is present here now. The CBI has undertaken the
investigation in 2014. Why till now charge sheets have not been filed? It is not to the credit
of any investigating agency to keep the persons at the pre-trial stage in the jail. It is not to
their credit. They should be credited only when the accused persons are sent to the jail.
They have not earned that credit. Let it be anybody. I do not mind the comments that are

made. ...(Interruptions)
HON. CHAIRPERSON: Nothing will go on record except Shri Kalyan Banerjee’s remarks
SHRI KALYAN BANERJEE : Why are you not sending them to jail?

A FHTAT: 3MY 3ot o R Siferar, st 39ah! e ST |

SHRI KALYAN BANERJEE: In the background of the fact that this august House has
passed the Banking Unregulated Deposit Scheme Bill 2019 and the assent having been got

for the same, 1s there any necessity to continue with the Chit Funds Act? Scrap it. I suggest
you to scrap it. All these provisions have already been in that Act. Then, why is this
required? Chit fund gives an incorrect impression to the common people. Although it is
‘chit’ but people take it as ‘cheat’. In one of the Standing Committee on Finance meetings,
the RBI was about the term ‘chit funds’. The Reserve Bank answered the question saying
that it is not ‘cheat’. How will the common people be able to differentiate? What is the
necessity? Stop it and scrap it. Other Acts are there. Why are you indulging in these types of
things? The poor cultivators are suffering. You have brought a sufficiently good Bill which
deals with other things. It has been covered. So, scrap it. Do chit fund constitute a valid
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business? Are ponzi schmes invalid? If chit funds are valid and ponzi schemes are invalid,
then how will the common people be able to make the distinction about investing in chit
funds and investing in ponzi schemes? This is the basic fundamental thing that is really

missing. That 1s the reason people are misled by this.

Madam, CBI is investigating the Saradha chit fund scam. I will just quote with your
permission something from the case of Subrata Chattoraj. At paragraph 25, it is stated that:
“There 1s yet another aspect to which we must advert at this stage. This
relates to the role of the regulatory authorities. The investigation conducted so far
puts a question mark on the role of regulatory authorities like SEBI, Registrar of
Companies and officials of RBI within whose respective jurisdiction and areas of
operation, this scam not only took but flourished unhindered. The synopsis filed

by so and so named some of the officials belonging to these authorities and gave
reasons as to why their roles need to be investigated.”

The synopsis goes to the extent of suggesting that regular payments towards bribe were
paid through middlemen to some of those who were supposed to keep an eye on such ponzi
companies. The regulatory authorities, on common ground, exercised their power and
jurisdiction under Central legislation possibly in connivance with those who are charged
with the duty of preventing the scamp of such nature. This breach of the law, therefore,
needs to be closely examined and effectively dealt with. Investigation into the larger
conspiracy angle will thus, inevitably bring such statutory regulators also under scrutiny ...

(Interruptions). Madam, I will finish in two minutes.

In paragraph No. 35.6, the Supreme Court has given the following direction:

“The role of regulators like SEBI, authorities under the Companies Act and
Reserve Bank of India is also under investigation by the State Police Agency
which may have to be taken to its logical conclusion by an effective and
independent investigation

More comments will be passed, I do not mind that. But my question to the Hon.
Minister as to why not a single person from the regulatory agencies like the Reserve Bank
of India, SEBI and others was not called for interrogation? According to the Supreme
Court, the whole conspiracy was built up through them and the larger conspiracy scheme is
there. Why was not a single person called for interrogation? Why has not a single person
been arrested? Who were the persons who were in charge of looking into the matter, but did
not do so? Those who have committed the offence must go. But in terms of Supreme

Court’s order, why did you not touch the investigating agency? Why has the CBI not taken
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any decision against RBI? Why has SEBI not taken any steps with whose connivance these

ponzi schemes have been continuing right from 1979?

We heard many comments on this. Madam, I will rather request the Hon. Finance
Minister to complete the trial. If I have committed anything wrong, send me to jail. I will

not mind it. But do not keep it pending as your election issues.

With these words, I am concluding. I will rather request through you, Madam, to not
give any chance to anybody to indulge in these sorts of things. Do not bring amendment;
kindly scrap the Chit Funds Act. That will be better for this country and for the investors.
Thank you, Madam.

SHRI RAGHU RAMA KRISHNA RAJU (NARSAPURAM): Thank you, Madam, for

giving me an opportunity to express our Party’s views on this very important Chit Fund Bill.

At the outset, I would like to start my debate on this Bill with the recent incident that
had happened in our State. A company by the name Agrigold had collected several
thousands of crores where almost 11 lakh depositors were there. It is not exactly a Chit
Fund, but it is in a way related to it. Ultimately, that company got closed, and in the last five
years several people have committed suicide. After our hon. Chief Minister took charge and
during his padyatra also he has heard the sorrows of various people. We have earmarked

Rs. 1,100 crore for all the major 7 lakh depositors, and we have started its distribution also.

Now, this particular amendment -- that has been proposed by the Finance Minister --
will definitely be very handy to further regulate it in a stringent manner, and this is certainly
a welcome move. But this chit fund business, especially, in the rural areas is the need of the
hour because they will not be able to approach the banks. Majority of the rural economy
survives only on rural credit through chit fund business where there were regulations of
only a limit of Rs. 1 lakh till now, but there has been a proposal to increase it up to Rs. 3

lakh, which is certainly a welcome move and for firms it has been increased to even a
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higher level. This was made in 2001, but today the value of money has gone up manifold.
So, I personally urge the Government to increase it to a slightly higher level of at least Rs. 5
lakh from Rs. 3 lakh for individuals and Rs. 30 lakh for firms. This would certainly help the
rural folks to get the benefit of the chit fund credit.

Further, there are certain moves wherein the nomenclature has been changed, that is,
insertion of the words “fraternity fund, rotating savings and credit institution”. This will
certainly improve the credibility for that particular chit fund. Otherwise, it has become very
easy to call chit fund as ‘cheat fund’. Everybody has been using it as a thyme these days.
But certainly the inclusion of “fraternity fund” or even the Government can think about
removing the word “chit” from it because along with the ‘chit’ the words “fraternity fund,
rotating savings and credit institution” were added. We personally feel that there is nothing

wrong in doing it.

There is the substitution of expressions, that is, gross chit amount, share of discount
and net chit amount. The proposal to remove the confusion with regard to the illegal prize
chits, etc., and the existing provision of dividend in the parent Act was clearly
misunderstood as dividend under the Companies Act. All these anomalies would be

rectified with this initiative of substitution of these words.

The mandatory presence of two subscribers as required under sub-section (ii) of
Section 16 ‘either in person or through video conferencing’ has been made. But as we all
know that even in Delhi, I have tried to have video conferencing, but within seconds it gets
cut and the voice may come, but face would not be there. All these issues are there. So, till
we 1mprove upon our video conference facilities, at least other better alternatives like
WhatsApp -- which is definitely working much better than this video conferencing, etc.

because of the lack of signals -- for time being can get introduced instead of it.

The ceiling of foreman’s commission from five per cent to seven per cent is indeed a
welcome move. Otherwise, this is one of the reasons for many of the defaults that is

occurring.

Another point is that we will have to make the insurance mandatory however small it
is and whether it is operated by an individual or a firm to safeguard the interest of all the
people who invest in the chit funds. If we make it mandatory, the level of vigilance by the
insurance company will be there. They will take utmost precaution. Otherwise, people may
get easily carried away if they offer a little more discount in the initial bid. If the insurance

company is there, they would definitely take abundant precaution to safeguard themselves
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and in the process the investors also, or whoever 1s participating in the chit fund scheme

will be saved.

Today, officially registered chit fund business might be of Rs. 35,000 crore, but
unofficially, as per a rough estimate, it is seventy or eighty times more than that. It is much
more than the amount of business in the banking sector. So, the existence of insurance is
essential and the changes that have been proposed by the hon. Finance Minister are indeed

welcome.

Lastly, I would request the Government not to give any discretionary power to the
States in this regard. A lot of discussions have been made to increase the limits and to give
discretion to the States. We feel that it is not good to give the discretionary power to the
State and let the Act be followed by each and every State without any power to change. I
certainly hope that it would be a major benchmark for the rural credit and it would

safeguard the interests of all. On behalf of our Party, we wholeheartedly welcome the Bill.

st ST ST IR (HIGD): HEAE GHUTT Heledn, e BUs I=nyF fadus R |
IgT 3 T [ @ |

S R # fue BU8 gRI AN &1 371 oM &1 HH 9gd G 4 IA @8 | S &
faftrer Irsat & T o7 & T | W §, T8l dd fb 39D BRI ARl bl 37Ut S ot
A US|

fe Us WA & dgd fad a1 Afdddl & T d1 UsIHt 3y # fa<iig a--¢
& U T IHEaT 1A § | 39 ded U Mid IHH T1 HIs I dg B dad IR o ]
®I Ot & 3R U FiEd guamafy ot 81 R =a1e gfed diel &1 oiict & | §AR o |
fore Us BT VAR foie WS S aH, 1982 & GRIBIAT BT 8 | I H 311 WPR
SRT TN BT U9 AT AT g |

U@l TRPR P HRIBA 3R 3 PR & BB H B e HUS HleTd 3
! & HieTd A MU § | 3% WR A e BUs gierd iR d& gierd T 3mH 3ieHt S-
URFR, AIPRGR, Blc-BIc IR, frd 3¢ & 08 Tl S1a1 go § | 317S1 38 arl
& 09 pel ff e e § | A<t & SR W A R H I T 7@ T § | I8
Riea o 78T 8 | dF dlcTd & HRUI db T U 31 @ 6 o | T fae wos sl
SR ART &) SATel-T-SUTe] dTerd & Sl g | AFdsss Jad I1d-316 Ufawrd sarsl
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i B | oife e e St 15 T 18 UfId de st 3l € | e & BRI AN
fie Bug gl # 3o 99 3Ed §, P/ SR dl &1 R JeaH gt g | e
HUS & ot i BieTel ITHe 3MTU €, 39 IR e & gRI HRATS g3, ANt @l &l Uhal
off 7, <ifeh 9 99T 9 Ugd gl ge T |

HeRIY H f fae %Uug & &3 Uied §U B | A1Rie H WIS dTed Jaarul ATH &1 U
3T 3MTGH! T, fSrge! fhRM B1 b Al | 3 10 TR RIS ¥UY &1 oI HUS "ieTal
foraT | SH HERTY, Hcs, TRTd 3R T UGRT & 25 TR ANl A 30 Ud fae Bus
AS@A | SHHYAT A I A | 9T GR[AT, T[T S o1 arar far o1 iR anl
& 199 & U IHUMT U1 | $S THT 1G98 I 58 HUAT ATl b1 U1 AR U TS
oft | 3T IRT URGR 317t of faG=I & € | ARl o1 U1 ol & 71T, 31F AN $© 8l dR
THd | T & 7w HidlaR &t qot & -uf sita iy o, forget hifsar &1 ue o oft
T | I 20 TG B MWDl &I 37 &1 &1 a1 § | 39 HUAT GRT dd<IaH 4,500
PRIS SUY P GIeTal AT g |

- HTIT Aledl, 39 BT gRT 34 fafie Sufal & 7 I feami ok
TS B 7 &1 ATAdl gferd H gol g @ | s feAl faie 21 siagar, 2019 &1 44,
oI 3R 3101 B T[efa S &1 U1 E U et W T, R w58 UTedh! gRT OH
o1 a1 fohar a7 U1, i I8 ATed el 41 o7 | ddbiad 743 o= 37 & 59
o § 1T 8 | HERIY | 9] 43 9 off IR QX ¢ # SAa 34 s19 A | 700 BRI
¥UY &1 I Uil THA 31T § | AN bl 37 aTll Ut Sl IR qid SRams gl
18T | T AN s §R Fe od 8, 58 UHRHE T8l gial § | S TRIT 31eHl &, 3 et
g, Sl 371 S & BRI TR BidT §, IUD! SAIGIaR HR TH A I8 IS g |

HERTY H TebRia 10 WG BIc Ha=ie &, S fobar, AoigR, 7egd a7 & v §
| 9 @I A fafte IR Usfiepd fie-the ufgl & eTHT 10 B9R Ris JU3 Faw fopu &
| HERTY # e ths ¥ Haifdd 180 ¥ 31f¥ep faita aierdl &1 Risrad 318 8 | 39 180
R # fowey, fie e it 3R ui=sit diomeit & e o 2 8, safe
3T 3ORTY XRAT A Had & A 1 Gol [hU § | PR DI 39 RG & A9l IR &M
S B HTTIHAT § 3R See! § Sleg! fUe B Hufdl & RIArs ST dRars &)
98T |

HEIedT, 39 A <X H oM YRel fue Bs Hierd, ¥ad g1 gleldl § | g "ierdl
17 BOIR BRIS ST BT YT, STH 3T STGH = U1 ST AT, S — TiEH sa J I et
ST 8 | 37 GleTdll R RS giH1 A1fey | A fo w2 ot ogi § | & fam it S 9§
e ATedl § fb o3 foe e gleTdl H sof ®IRdTs &Rl § | 38! gRT PRATS BR B 34
A R IR aRE A TG Sl 8, e 3 ot fRawies €, g7ap! U aroy et firerar @
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| I8 HRATZ qid o A6y, oY Seal I Seal HRATS BIH RIS TGH DI ITDI
T AU e b |

HEICUT, HH IHY H 3R §71 P! Irgd B TR AN 57 Wbl H 570 hd § 3R
Yt AT Bt HHTS YT foie B I gieTaars Huf—al § W ¢d g | YR Rod s&
3R el B TATa! & TTASIE ARG] (A 3 HUT! Dt Serdren ol RIGR g1d § 3R
S T T WP A ST A ¢ |

B 7T @ P 37 e e Hulal & JIR PRAR B! AT, bad e
TATHR T 3R F& IR & Dls BrAC] ol ¢ | TN I BT AT g1 A1 | JOT P
41 8H 9 37 Fawre! &1 T Ted e, 3961 U1 38 19 fHeT | a1 des
3O ST WH BT § | Y=g |

SI. TS AR U (MUTaioN): AE-I GUTAT TEIedn, 9gd-ggd ¥=iare &
3T g fare s (Fxie) fadaes, 2019 W Ut ST 3@ &1 AT faar | 39 gxited
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SHRI BHARTRUHARI MAHTAB (CUTTACK): Madam Chairperson, while listening
to the discussion today on the Chit Funds (Amendment) Bill, I was going through the main
Act of 1982. Of course, reading only the Amendment and its Statement of Objects and
Reasons, one fails to understand the history behind the making of this law. It took around 15
years to frame a law in 1982; a number of committee reports were there. In the late 1960s
and 1970s, large scams were happening in this country. Five or ten years ago, such scams
have reached new proportions but the basic question which we should address in this august
House today is this. Why are chit funds flourishing? Is it because the banking system has
not reached the general public? Is it because the general public, especially the low-income
group who earn on a daily basis and want to make certain savings are unable to go to the

banking institutions?

Another greater question which we have dealt with when I was a Member of the

Standing Committee on Finance is this. Why do we not find any such scam happening in
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Tamil Nadu but they are happening in Andhra Pradesh, Odisha, Assam and Jharkhand?

Today, of course, I was educated when I heard the Member from Shiv Sena said that it has
also affected Maharashtra. Has it affected Gujarat? These points need to be probed.

Is it that the people of those States are more learned to invest in chit funds and get back
their money within a stipulated time period? Or, are the people of other States gullible

enough to become victims of circumstances?

Another point which I would like to state here is this. Whose responsibility is it to
monitor the chit fund mechanism? While going through this Act and the amendment, I find
little amendments here and there but that will not suffice. The whole base on which this chit
fund system rests has been delegated to the respective State Governments. It i1s the State

which has to monitor.

[ would now come to the other issues related to this. Why is there a gap between the
monitoring mechanism or regulatory mechanism and the actual system that is in place?
Why is it not working here? I would just like to mention what was recommended by the
group that was formed in 1974. It recommended that ‘the administration of the law should
be left to the State Government concerned, which, in turn, could seek the advice and
assistance of the Reserve Bank on policy matters.” Subsequently, in the Act itself it says,
“The duration of a chit shall not extend beyond a period of five years from the date of the
commencement, provided that the State Government may permit ...” So, it is the State
alone which has to monitor. Who does the inspection under section 46? Here, it says,
“Without prejudice to the provisions of sections 209 and 209 (a) of the Companies Act,
1956, the registrar or an officer authorised by the State Government in this behalf may
inspect the books and all the records of a chit during working hours ...” Subsequently, on
winding up, it says, “A chit may be wound up by the registrar within whose territorial

jurisdiction ...” This means, it is the State’s jurisdiction.
16.59 hrs (Dr. Kakoli Ghosh Dastidar in the Chair)

I would say it is the State and the State alone which is responsible. That is why as one

of our hon. Members mentioned a suggestion which our Standing Committee on Finance

during the 16" Lok Sabha had mooted was accepted by the Reserve Bank of India and the
respective State Government representatives who had attended those meetings. That
suggestion was that we should have a State Coordination Committee which could be headed

by the Chief Secretary of the respective State; it will have the DGP also as a member; it will

about:blank 22/44



7/9/22, 2:17 PM about:blank
have a SFIO or SEBI member; it will have ED, CBI and Financial Intelligence Wing
representatives as Members; it should meet every month on a given date and discuss about
the information that they have collected from the respective district police reports or from

the District Magistrates.

Secondly, Madam, I would say that when we enquired from all those respective
officers who were supposed to regulate this chit fund, they mentioned that only two or three
States have formed this Committee. It has not been formed in every State, what to speak of

having meetings! That is why I have been asking, whose baby it is.
17.00hrs

The Government of India is bringing this Bill as an amendment Bill today. It had
brought a Bill and made it an Act in 1982. Subsequent Reports were also before this
Parliament, which the Government would have also considered to make certain
amendments. But we are only tinkering with it. We are not holding anyone accountable or
responsible for the misdeeds that are happening in our country at the cost of our poor people
because they do not have another mechanism to make their deposits. When they need
credit, the financial institutions, that are there, are not coming to their help and that is why
chit fund flourishes. It is a necessity in our country. I have seen in my own place, a small

town where I live, that chit funds do function well but for a given period of time. SId P&

IS8 AT H A ST 8, a3 fegd Smat € |

I would say that one Bill was before us in 2018 which had a lot of flaws. The Finance
Committee gave certain recommendations. I do not know whether all the recommendations
have been accepted or not. I was trying to compare our Report and the present Bill of
2019. For a long time, the practice of unauthorised acceptance of deposits and chit funds
has been a menace. Perpetrators lure gullible investors to deposit money with the promise
of astronomical returns and disappear overnight. We first came to know about the
plantation fund that was being doubted as one of the most money-making mechanisms.
They ran away overnight with crores and crores of money. Kalyan Da has already

mentioned about Sanchayita Investment. I need not think of the God, and he is there.
SHRI KALYAN BANERJEE: Some people say, ‘think of a devil and the devil is here’.

SHRI BHARTRUHARI MAHTAB : I did not say that.

It was always felt that the predominance of such scheme is the result of inadequate
laws in place. The administration mostly takes a reactive stance rather than a proactive

approach. We are not supposed to deliberate the discussion that we had during the meetings
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of the Standing Committee on Finance but I can only say - because the Report has already
been placed, it 1s in public domain and anybody who wants to go through the records of the
Standing Committee deliberations can see it - that I was repeatedly asking, some of my
friends who are no more in Finance Committee, like Nishikant Dubey ji had been
repeatedly asking, about the proactive mechanism that the Government is building in, into
this Bill so that we can stop a scam in making. That is still lacking. Therefore, I would
vouch for a preventive method and not a post-mortem. As I mentioned, an attempt was

made about....

THE MINISTER OF LAW AND JUSTICE, MINISTER OF COMMUNICATIONS
AND MINISTER OF ELECTRONICS AND INFORMATION TECHNOLOGY
(SHRI RAVI SHANKAR PRASAD): I would like to tell the hon. Member that among
those Members, who were having the longest experience of working in the Standing
Committee on Finance, 1 had also the privilege to work with him. He is talking about the
Standing Committee on Finance. It does carry a lot of weight. 1 thought, I must convey
that.

DR. NISHIKANT DUBEY (GODDA): It is because you were also a Member of that
Commuittee.

SHRI RAVI SHANKAR PRASAD: Yes, I said that.

SHRI BHARTRUHARI MAHTAB: A mechanism was evolved with a collective wisdom
that we should have a State-level coordination committee. Even today, I feel that it would
be one of the best mechanisms where respective regulatory authorities can sit every month
and can collect information. These are certain schemes which are whispered and it travels.
No advertisement is given in newspapers or in Media. It is through a ‘whisper campaign’,
practically the chit funds flourish. It is not confined to one area; one faluk, or one sub-
division or district. It goes as it gets multiplied. As people get added to them, so they carry
that message. This Bill is before us. Therefore, I would say that this Bill, of course, has two
or three new provisions, which were recommended, as per the advice and prodding of the
National Chit Fund Organisation. They are also being blamed who are doing genuine chit
fund business. They needed that we need to promote our brand. We need to be under the
regulatory mechanism. We will comply whatever the provisions the Government
determines. Accordingly, the Standing Committee, of course, gave its recommendations to

save this sector and curb ponzi schemes.

One major thing that this Bill talks about is mandating a chit fund company to mention
under its name, a ROSCA Institution (Rotating Savings and Credit Association). I may
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mention that company’s name because that company always tries to put that brand in the
vest of the cricketers and other players. That also indulges in chit fund business. So, how
would a person know that this is a registered company which has a brand name throughout
the country where our national players put it on their vest and play for the nation and at the
same time, indulges also in this type of ‘hera pheri’? Therefore, this suggestion came in that
we should have Rotating Savings and Credit Association brand. They have to do it. If that
does not happen, at least, the District Superintendent of Police can ask the police stations to
find out whether the slip or the chit that they are collecting, is there or not. This will help in

distinguishing its business from other unconnected businesses.

The earlier Bill had a provision for incorporating fraternity fund. Now, it is fraternity
fund, ROSCA. I would say that there is also a need to deliberate more. I hope the hon.
Minister, while replying, tell us as to what steps they are taking relating to growth of
fraternity fund because this will be a guarantee to a great extent. This will help chit fund in
their image makeover and brand building. There are some more provisions in these
amendments that will fulfil the objectives of reducing the regulatory or compliance burden
of the registered chit fund industry. But the question is this. What provisions are made to
protect the interests of the subscribers? While going through this Amendment, I did not find
a single clause there. What guarantee is there for the person who is investing? As it is
registered in a State, the State Government will give a guarantee. Should we build-in
something in this law, through this Amendment Bill, that there will be a provision which

will guarantee the subscribers the money that they are investing?

The Chit Fund Act, 1982 was enacted to provide for the regulation of the Chit Funds.
That has conventionally satisfied the financial needs of low-income households. The chit is
a mechanism. I need not explain on that. But the basic question is this. Who is the regulator
— RBI, SEBI, State Governments? Should it be controlled by the Company’s Act? Who is
the regulator and what is the nation-wide framework or guidelines? That guideline is not
there on which at least, all the State Governments can function. Absence of these have made
the investors vulnerable. The law is there since 1982 but the provisions of it are seldom
implemented. If the law 1s not implemented in Bengal, if the law is not implemented in
Odisha, if the law is not implemented in Assam or in Jharkhand, where will the people go?
They will only shout on the streets and some intelligent politicians will take lead and
photographs will be published and after a month or so, everybody will forget it. The
problem lies with the multiple agencies governing the grey areas of such money deposit

schemes.
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SHRI BHARTRUHARI MAHTAB : Today we have provisions under the IPC, SEBI and
Company’s Act to book entities behind the spongy schemes. At present, action against chit
funds is taken only in case of frauds and since they are also guided by Company’s Act and
IPC, there are overlaps and they fall between the gaps. This needs to be addressed.

Thank you.

SHRI RITESH PANDEY (AMBEDKAR NAGAR): Hon. Chairperson, thank you for
allowing me to speak on Chit Fund (Amendment) Bill, 2019.

While I understand that the Bill aims at allowing, which was provided in the earlier
Act, joining the process of drawing chit funds through video conferencing and also entitling
the foreman from a commission of five per cent to an increased seven per cent. But there are

some objections that I have to this Bill.

It has been found that a number of State Governments are yet to frame the rules to
implement the Central Act. By vesting more responsibilities with the State Governments,

there is a chance that no action would be taken when these chit funds go wrong.

My second point is that while the Government has promised to bring the law that
regulates the chit fund schemes to protect investors, the proposed amendments in the new
Bill do not guarantee anything to that effect. Moreover, the importance of promoting the
finance literacy of the public before investing in such a scheme has been neglected. Hence,

the Bill does not adequately safeguard the consumer.

Madam, my third point is that the representative of the All India Associate of Chit
Funds have also expressed their concerns over the proposals contained in this legislation.
While the whole idea of introducing a new Bill was to bring unorganised chit fund
companies or individuals into the formal net, it is doubtful that the current amendments will
facilitate that objective. It is also surprising that the Government which has ostensibly
focussed on the formalisation of the economy has missed the opportunity to do so, in case
of high-risk industry that largely impacts the poorer section of the society. In the case of a
registered chit fund company filing for bankruptcy, neither the Government, nor the Reserve
Bank of India can help the investor. This needs to be amended given the massive number of
people being duped by the chit fund scam regularly and the quantum of money lost. As Shri
Mahtab rightly point out, since the chit fund baby belongs to the State and the State has not
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taken enough cognizance to frame rules to hold chit funds accountable, we are left at a loss

to safeguard our citizens, especially the poor.

So, hon. Chairperson, through you, I would like the hon. Finance Minister to look

into these matters before we go ahead and pass this Bill.

Thank you.

SHRI KOTHA PRABHAKAR REDDY (MEDAK): Hon. Chairperson, thank you for
giving me this opportunity.

It 1s a fact that gullible people have lost crores of rupees by investing in chit fund
companies and consequently posing a threat to our Indian economy. It is also a fact that
lakhs of families have been duped and many have committed suicide which is very pathetic

and therefore such schemes need to be given insurance cover.

It is also noted that mobilising short-term funds are to meet various personal needs of
their family members like education of children, marriages, to take care of old age parents,
etc. and they have been chronic problems faced by public in developing countries like
India. Taking into consideration the advantage of low financial literacy and greed of people
looking for higher returns on their investments, many fraudulent chit fund companies have
collected huge amounts of money and vanished. There is still no law that can recover the

investors’ money. Stringent laws are needed with strict enforcement to curb such frauds.

As we all know, existing legislation come into play after a fraud has occurred. But by
that time the offenders will escape, leaving the chit fund investors in lurch. Money is being
diverted also. If a registered chit fund company files for bankruptcy, neither the
Government nor the Reserve Bank of India can help the investors.

Unless the focus is on implementation without political interference and
strengthening of the judicial mechanism, any amendment to the law is not going to be of
much help to the poor.

With a reported 10,000 chit fund companies running in the country handling over Rs.
30,000 crore annually, these funds are an important financial tool for the growth of the
Indian economy also. This sector is facing a severe competition from alternative savings

and other investment policies and products. People are really scared of failures and failure
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of one chit fund company in any part of India impacts the whole industry which is not good

for the society.

At present, the GST rate is 12 per cent which is burdensome and it is requested that
GST may completely be waived off up to Rs. 50 lakh as regards chit funds.

The Government has settled many Non-Performing Assets with one-time settlement
to help the industrialists to bail them out from losses. It is not only the industrialists but
also the small investors, who are agonised, need to be protected. This sector has become
unorganised and frauds are mostly being reported in illegal chit companies which are not

under anybody’s control.

Hence, there is a dire need to set up a Regulatory Authority at the Central level and
Regulatory Boards at the State level. The Registrar of Companies has to take immediate
steps to register all the unregistered chit companies running in the country. He has to ease
the existing laws and rules by simplifying procedures by inviting them to participate in big
way and register their chit fund companies by collecting one or two per cent as a nominal

fee. This 1s a way out for running the households.

With these few words, I conclude my speech.

SHRIMATI SUPRIYA SADANAND SULE (BARAMATI): Madam, standing here, |
actually congratulate the Minister of Finance for taking up this issue. But I would have
been happier, given the circumstances in India today, if he would have had a discussion,
instead of this Scheme, on the economic situation and the slowdown in India. It 1s because
India is probably going through one of its most difficult phases in the economy. I remember
that this morning also, the hon. Finance Minister while replying quoted some data which
was actually alarming. He said that GDP is doing well. It is at a 15-year low.
Unemployment is at a 45-year low. The household consumption is four decades low. The
bad loans are at all-time high, and the growth, I am giving an example like electricity, is 15-
year low. So, actually, India is probably going through the biggest distress in economy in
decades. I am not even sure if these schemes are really going to last because the biggest
pressure today in India’s economy is in rural India, and the consumers’ spending has fallen
to four decades low, especially more in rural India. The data speaks for itself.
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I think, somebody from the Government, who is very learned, said that keep numbers
away, and just keep going because numbers do not mean anything. Today, I would like to
quote Late Sushmayji. I still remember her. She was the Leader of Opposition. I can never
forget that speech. We were in power. Inflation was high the way it is today, and we were
talking about poverty. I still remember her saying, and it is something that still echoes in my
heart and ears. She said:

«3fip el ¥ Ye Te] HRdT, Sid Y7 T & , a9 Y T g 1

So, I would take this opportunity to remind this Government that this is not just about
numbers and ponzi schemes. I think, what they really need to focus right now is to put the

economy on track by taking thoughts and ideas from people.

Regarding this whole thing about scams, I would like to ask as to how we are going to
regulate. Mahtabyji has, at length, talked about all these schemes as to what the chit funds
and ponzi schemes are. The poor people from the bottom of the pyramid, put together
whatever little resources they have, eventually for their kids’ education, for their retirement

or for their own insurance.

There is a very good recommendation done by the earlier Finance Committee saying
as to why do not you get these insured. So, has this Government thought about insurance? 1
see a lot of gap. It is a good recommendation on paper but crop insurance has not done very
well. As a matter of fact, Shiv Sena had the longest march in Maharashtra demanding
insurance for crop schemes when they were a part of this Government. So, there is a very

good suggestion. The intent 1s very good but how are they going to implement it?

Mahtabyi suggested about the district which was a great visibility but chit funds are
not necessarily at district level. When he was speaking, I was just thinking about this that in
my constituency, at a village level, women get together and put this kind of money together.
How are we going to regulate it? Even if the States have to regulate it, are the people who
are regulating it trained for it? The Government has a plan to regulate it. I think, we make
regulations all the time. The hon. Finance Minister, many times, has talked and even today
he talked about how low the inflation is. The CAD sounds very good on paper but that is
good only because the oil prices are so low. There is no other reason about why they are
making these magic numbers. Regarding tax collection of this country, I would say that it is

bottom low at Rs. 6 lakh crore.

[ am not doubting the intent of this Government. I am sure, they are trying to stop

these schemes but I do not see it really happening anywhere especially when all of us, who
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are all the time on the field. Have ponzi schemes stopped? They have not. Is there any
stoppage? They keep saying about Pradhan Mantri Jan Dhan Yojana. If they have done so
well in it, probably tomorrow chit funds will not even exist. We may not need them if
Pradhan Mantri Jan Dhan Yojana is running so well. I am not a finance expert. But from
where I am standing, who are all these people? These are all voters who are sweet and
simple people from villages, who collect money, put it together and think if they could get a
little more money for their children’s education, marriage and their household needs. So, I

would like him to clarify as to how they are going to do all this.

They talked about the Fugitive Economic Offenders Bill. This is a part of that. They
are economic offenders whether it is a matter of Rs. One lakh or 15 lakh. I would like to
know as to how much money has really come back to this country? How many offenders
are really punished? They keep talking about redressal system. If tomorrow, somebody is
cheated and he has to reach out, whom would he turn to? It is like the Cooperative Bank in
Mumbai, the PNB. People had to get on to the streets, and they had to use social media. So,
where is the redressal system if there is a problem? It is not about your Government vs. our

Government. Let it be any Government.

[ appreciate Mr. Shetty’s speech. I really appreciate what he said. He talked about
autonomy, and I think, autonomy is the biggest thing. I was actually troubled when he said
that even an MP does not have autonomy. This is something far more serious outside the
bandwidth of what he said. We live in a democracy. If we, in this room, feel that we are not
autonomous, which way is this country going? We are talking about autonomy in education,
autonomy for people to work, to think, to create, to innovate. So, which way are we headed
as a country if a learned Member, who comes from one of the financial districts which is the
most important city in India called Mumbai, feels like that? If he feels so trapped, and it is
not about him versus us, [ am talking about the society at large. I think we really need to put
our minds together and talk about autonomy in a way where it is freedom of speech,
freedom of RBI. RBI is not autonomous. We took great pride in saying that it was an
autonomous body which had an opinion. So, today even we feel that the RBI is not

autonomous - my God! This is a national crisis if you ask me. These are a lot of issues.

I want to ask out of my curiosity as I am not a finance expert, how much time or
money do we engage in people in financial literacy? Probably zero. They have no access.
If there 1s so much technology, you talk about video conferencing, it is a very, very good

suggestion, but the way now-a-days calls are dropping, how will we do video conferencing?

about:blank 30/44



7/9/22, 2:17 PM about:blank
As a matter of fact, I think just two days ago, most of these telecom companies are almost
saying that they are bankrupt. So, how are we going to do video conferencing? Where will
this person go? I mean the solutions look wonderful on the Table, your intent may be very,
very good; I am not doubting your intention at all. But it has to be implemented on paper
and into a reality because we are protecting the poor people of this country. So, I think it is
not about us, but let us put our mind in really putting a system in place which are do-able. If
you ask Mumbai or Maharashtra police to look into financial matters, they are not even
equipped to do it. So, how are we going to do it at a district level? My collector is already
over-worked. DISHA Committee goes on five hours. I am just asking questions. I am
asking actually questions. I am just asking how are we going to do it, how are we going to
regulate it and what is the system? If I am a woman who is trapped in this chit fund at a
village level, who do I turn to? Do I go to the Tehsildar? Who do I go to? I have no idea.
Would you put in a system in place because all these people are not literate. I think we
really need to do a literacy programme, not about reading and writing, but financial literacy.
So, I think we need to do more thinking. Your intent is very good. We will support this
intervention, but I do not think it completes the look. I do not think it is going to solve any

of our problems in a big way because these financial frauds just still continue to keep going.

I would like to ask one more question before I sit down. I have two suggestions. There
is an Insolvency Code. The hon. Finance Minister talked about it in his morning reply
which I appreciate. It is a good intention. How much collection has happened? If I
remember it correctly, the RBI has said that this particular Insolvency Code is not a long-
term solution. So, if you are using this for financial frauds and the RBI has a view, then
what is the Finance Ministry’s view? It is a very, very serious Bill and we are happy to pass
it, but I think the Finance Ministry, which is in the news for all the reasons which is putting
the common man into panic, there are comments about millennials using the Ubers. So |
am really concerned because the people are losing jobs. [ think that is what this whole
debate in the Parliament first should be — the economy of the country. If you have read the
Hindu today, Dr. Manmohan Singh has written a wonderful article and made some very

good suggestions.

If you read some of those suggestions, it will help, but I think financial literacy from
top to bottom is a must today. I am not sure even the Chair and me are so- financially
qualified, so, it is not just about education. I think if you could include financial education

within our educational system, it will help more people.
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SHRI H. VASANTHAKUMAR (KANYAKUMARI): Thank you Madam Chairperson for
giving me an opportunity to speak on this important Bill which has an impact over lakhs of
poor people in our country. Chit funds is a very unique and an age old financial instrument,
in which there are almost 45 million micro, small and medium enterprises, of which there
are around 8 million kirana retailers. An estimated 4 million Indians across India use this
form of lending and saving platform. This industry has almost more than 15,000 registered
chit funds. An unspecified large number of unregistered chit funds are running a sizeable
business of more than 40,000 crore of business annually. They are not paying a sizeable
amount as taxes to the Government of India. Credit is fundamental to commerce and chit
funds have been playing a stellar role in giving access to such credit to almost every citizen
who has no access to formal financial system like banks, NBFCs, etc. In fact, the majority

of the population do not have access to banking system.

There are towns where women thrive in this kind of traditional, age old and time-tested
business and help many people set up their small business units. Chit funds work mostly on
the fundamental principle of trust and this trust is built by assessing the socio-economic
status of the person by his peer network. This is why, chit funds are more accessible to the
subscribers. Chit fund makes it easy for people to borrow money by providing some
minimum guarantee. In fact, majority of the people borrow money from chit funds because
of education of their children, marriage, medical expenses and for building a house. This
unique structure of lending makes chit funds a very unique financial instrument. No other
financial institution can do this to help a local business and build trust along the way.
Existing financial institutions depend mostly on your income, credit information etc., before

sanctioning loan.

Considering, the fact that chit funds cater to the low and middle income groups in the
society, it will be relevant to mention that, but for the late payment charges and interest
collected on the security deposit, it may not even be possible for most foreman to break
even or organize a chit fund as a means of livelihood. In the recent years, the number of chit
fund companies being registered is decreasing. A major reason for this trend 1s the complex
regulation and high compliance cost and unfeasible taxes that makes it more expensive for

the chit fund companies to serve the poor.

Madam, the Standing Committee on Finance, to which the Bill was referred to in the

last Lok Sabha, had recommended that the provision regarding the mandatory presence of
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two subscribers during the drawing of chits may delay the process, especially, when a
subscriber is in urgent need of funds. However, video conferencing and its recording may
not be implementable in rural areas and the Committee recommended that modern
communication modes such as text messages or WhatsApp may be incorporated to
introduce flexibility during drawing of chits. The Committee also recommended that the
ceiling amount of Rs. 1 lakh when the fund is managed by an individual can be increased so
that the running of chit is viable for the foreman. The Committee also recommended that a
provision of insurance be made to cover chit fund subscribers. 1 find that these
recommendations have not been considered by the Government. I feel the Committee has
made good recommendations and I do not know why the Government has chosen not to
implement them. I hope the Minister would tell the House the reasons for not implementing

the same.

Madam, in the recent years, there has been cheating by very reputed companies of the
deposits of poor people. Of course, in some cases, action has been taken but in many cases
the subscribers have lost their hard-earned money. The assets of persons, responsible for,
are attached by the Government and yet they are not sufficient to meet the commitments of
subscribers. 1 demand that there should be a mechanism in place to ensure that the

subscribers do not lose their hard-earned money.

In another Bill, I had suggested that banks can give loans to the small-scale units so
that the poor people are benefitted and are not exploited by the unscrupulous companies

lending money in the garb of chit funds.

Another important aspect affecting chit funds is GST. At present, 12 per cent GST is
levied on foreman’s earnings. However, everybody feels that this percentage is too
much considering Non-Banking Financial Companies enjoying almost nil or very less
percentage of GST. Therefore, I would request the Government to consider exempting chit
funds from GST or to reduce it from 12 per cent to 5 per cent in order to sustain the

business.

I also request the Government to do away with the complex procedures so that chit
fund business can be regulated properly and a greater number of chit funds will be
registered. To prevent cheating by chit funds, a robust mechanism should be in place and a

regulatory authority may be considered for this purpose.

I would like to say a few words regarding my constituency. A National Highway, NH
47 is there. In 2017, the Government had sanctioned Rs. 34 crore to maintain the road.
Two years have passed but nobody has taken care of the road. Day before yesterday, we
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staged a dharna in my Kanniyakumari constituency and people were arrested by the police
but the result is nil. So, I would like to request the august House to take an action to
safeguard the people of Kanniyakumari and to maintain the National Highway perfectly.

Thank you, very much, Madam.

*Sfrrelt A Tesl (gIel): U=aTe JHIfa #eed | H ford Isg § 9ive §, 98 Iy
TS ST I foe B8 8 AT @) ... ++ &1 QX1 1 GRT AR ¢ | e e 9 difed
S @ 8, 3R d dTs9 H WS Y ST df uTferarie ¥ die ddb @ o Sai |

In the year 2011, ... ** came to power in West Bengal with the help of the Chit Fund

money. A government of the ... ** came into existence there which is still in power in the

year 2019. ...(Interruptions)

AR FHTATA: 31 U1 18T PIIT | 39 Wea o1 FMdbTa 1T, 3! Taqus Bifelu
| ... **Tch U es) Ue @ |

... (Interruptions)

sftHel difde Teolt : In the 3000 crore rupees Saradha scam, seventeen lakh people have
been cheated. There are many more big, high profile scams other than Saradha, like 1-Core,
Rose Valley, Prayag and the one of Alchemist involving 70,000 crore rupees. The person
involved in this scam 1s still a ... ** we all know that. The Shyamal Sen Commission was
constituted by the Chief Minister to pay back the money swindled by the ... ** had asked
the people to smoke more cigarettes so that the revenue thus earned could be used to return
the money. But after some time, this direction was withdrawn. Her paintings were sold to
the owner of the chit fund for Rs. One Crore Eighty Lakhs. Where has this money gone?
Nobody knows. When investigations are conducted against the malpractices, the ... ** of
the State sits on dharna for 46 hours to save the wanted police officer. But she never sat on
hunger strike for the poor people who have been duped. She did not walk in their support.
Now when all such scams are being unearthed, already everything is lost. The government
could have easily stopped such things from happening if it wanted to. They knew that such
malpractices have been going on. But they did nothing. When all the money has been
gobbled up by the party leaders and ministers, they are feigning ignorance.

(Interruptions)
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I FHTafa: 39 fod IR =i Hif |

et Aibe geoll : A AT T ¢ | A fod &1 R &1 WUl § | ufdy s & o
IHH BT ¢, 41 o I Hefid ¢ | ARSI H ol AT 6, 9 ...# & Joi-dl Td HA AT g |
fae we U g & S URSe g, a ot L *FAaT G ARG | ...

+ o7 3T Wt 3H 40 R AW TIA1] ... (TIUH)

A gHTafa : 3eH, 31U faad R =i ST |

et dide el - Today we want to attach the property of the Chit Fund owners to

return the money to the investors. But actually, the money i1s with the agents and they are

the cadres of ... * Today the big shots are sitting pretty and ... * is just watching. Today her
nephew’s property is worth Rs. 1251 crores. It has been disclosed. Where did this huge
quantum of property come from? Has it come from only realty business? How did he
become so rich? ... *supported these chit funds as long as the money reached her party
leaders. Today police officials, political leaders, all are involved in the scams....

(Interruptions)

AT GHTUf: ﬁ?{q, .. * Te wug 81 gIard % | This cannot go on record. ... * e
(US Ialch -Tg1 g |

et A TSt : S e SUBRI €, ... * PR, J& ANT dgi T 3 | S fae Bus
HT IS TSR g, 394 Ht Wdftens & 01 ¢ oo |...au™) fae wus &1 §1v8
TageR Wt .+ g, 394 ot gur ¢ fean § 1. (caau) o1t 46 3Hfad &1 3R HRAT §

gfera HAsR & T | .. (saaum) 39 g9 I |

AT FUTYFA: ASH, 319 379 19 Hd DI | It <RaT, g 913U |
..(S4dHYI)

AT FHTAf: A8, oY fod R gaf SIvE ok TR &1 199 Sifo |
..(SHdHI)

AT FHTAFA: 3110 TR 3109 H §7d 7d BT |

s} Aibe TSl : Where is the red diary? It doesn’t suit you; such arguments don’t suit
you. You are not entitled to speak on this issue. You should keep quiet. From Sanchayita to

Saradha, everywhere you have chit funds. Today ... #says that why Modiji is interfering in
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the State’s internal matter. This is not chit fund; this is the fund of aunty and nephew.

Everyone i1s aware of this. We all know that when the poor people are cheated and looted,

Modiji arrives as a saviour. ﬁ?%%ﬁﬁwaﬂmmaﬁmﬁéﬁ% IU;\Pf .. K
e ®Eed . *SFTRIcAR G ... #2011 H e BUS A &t € | 3T I A © |
3P § &b T IS ... *HH Bd ¢ | foie Bus & o) od oar 8, I s & fou
FHBIA G | T AT THA G | ... (TTUM)

AT FUTAF: T84, 37 fod R gaf ST 3R 3R &1 199 HIfT |

...(49YH)
st dibe gesit: 9t I § f 3R At St 3T, Wherever the poor marginal

people get looted, chowkidar reaches there. We want the main culprits, the kingpins of the

scams to be arrested. Otherwise nothing will happen. The new legislation is all right but
first the law should be enacted for the common people who have lost everything. We want
to see what happens to the ... * who has made them shed tears. We want to know how their
issues are addressed. You have no right to say all these things. First find out the red diary,
then come to speak here. Where is the red diary? The chit fund owners do not have
anything, all the money is with the ... #* . Everybody knows that they have pocketed the

money. It is an open secret. Please don’t talk on the chit fund issue.

AT GUTUR: TSH, 370 TR & Tgd Hifod | I8 fad R == 81 @1 § | 39 394
He-JfSH Her &I 7d A1z | 31U fad )R g9 ST |
...(TaYH)

ot didbe Teol : Ay, A NAF TR A IR E | TeoaH e | ...
WWWW%WWWQﬁWﬁ%% | 40% money can be found from

the agents, and who are these agents? They are definitely cadres of ... *. Who is the boss of

the agents- ... * everybody knows this. Chit Funds are still in vogue. Listen to me, chit

funds are still operational in the form of lottery. Don’t say such useless things.

17.44 hrs (Hon. Speaker in the Chair)
AT HAE : HHHE Fa, 379 faRT |

AT 3 - 39 AP U DI ... * Ad 154 | O Bls AT G oid 38 8l
95-9¢ 31y feuguft 7g HIfE 3IR S 31T i I3 B, a1 BIs 3T 96-94¢ fewoht 7 &
| 31U T e & dgd 51 fawg IR == & |
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e} dAibe ol Today all those people who used to work in the hotels, resorts,
production houses run by the chit fund owners have become jobless. What is their fault?
Those companies have been shut down and they have no work to do. Lakhs of people have
been rendered jobless. No one spares a thought for them. ... *does not sit on dharna for
these poor souls. When the CBI goes to arrest the police officer, she tries to stop them. This

is the situation of West Bengal.

So, we want that the new Bill should be passed in this House. Thank you, Sir.

SHRI JAYADEV GALLA (GUNTUR): Sir, I thank you for giving me this opportunity to
speak on this piece of legislation which has, till now, passed through so many phases,
hurdles and processes since the Department of Financial Services constituted the Key
Advisory Group in 2011. Now, it is before the House for its consideration.

Sir, we have more than 30,000 registered chit fund companies or operators in the
country with a turnover of more than Rs.40,000 crore. But if you look at the unregistered
chit fund operators, they are 25 times more than the registered ones. This clearly indicates
that the chit fund industry is unregulated and under-governed. If you look at the parent Act,
it prohibits funds from being created without the prior sanction of the State Government.
The Act was passed in 1982 and we have innumerable examples of lakhs of people being
duped by unregulated deposits. It is happening in spite of the Chit Funds Act, 1982,
preventing such chit funds from being operated. When the parent Act itself is not able to
control and contain the unregistered chit fund operators or companies which are 25 times
more than the registered ones, how does this Bill help in containing them? I request the

Minister to please explain this.

The hon. Minister is aware that South India is known as the Chit Fund Capital of
India as it accounts for one-third of the country’s chit fund business. Also, you are treating
chit funds at par with NBFCs. But when it comes to taxing them, you are imposing more
tax, including GST, on the chit fund business. Further, I think you are giving 90 per cent
abatement to NBFCs when compared to 30 per cent given to chit fund companies. So, on
the one hand, you treat them as NBFCs and on the other hand, you are not extending the
benefits of NBFCs to chit fund companies, which is discriminatory. So, I request the hon.
Minister to kindly consider giving chit funds also 90 per cent abatement and remove GST

on chit funds as is the case with NBFCs. It is not that it would become an isolated case.
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There are examples. In countries such as Canada and New Zealand, financial services are

exempted from GST and countries like Australia and EU are giving tax exemption.

The final point I wish to make is relating to deposit insurance for investors. The
customers of chit fund subscribe certain amount of money but there is no insurance cover
for such deposits or subscription.

So, I request the hon. Minister, through this House, to include this, if possible, in the
Bill itself. Otherwise, the same may be mandated under subordinate legislation, that is,
under rules and regulations made afterwards. I am saying this because if a company files a
bankruptcy petition, neither the Government nor the RBI will help the investors, resulting in

loss of savings for millions of people in the country.

With these observations and hoping that the Finance Minister will address these

issues seriously, I support the Bill. Thank you.

SHRI N. K. PREMACHANDRAN (KOLLAM): Sir, I rise to support this Bill but with
certain reservations regarding some provisions of the Bill. This Bill is intended to amend
the original Act of 1982. The sole intention of the original Act was to regulate the chit funds
in India. Chit funds business is a unique mode of financial business in which credit and
savings are in the same scheme. Such a traditional and conventional scheme is nowhere in
the world. So, chit fund is quite unique in the country. This is a conventional, indigenous
and unique business in India. The chit fund is a great relief in addressing the needs of low-
income households. This traditional, conventional and financial transaction which fulfils the
needs and requirements of the people of low-income group is well benefited by means of

this legislation.

Sir, other hon. Members have rightly stated that there have been many scams and
fraudulent transactions cheating many subscribers during 1960s and 1970s. That is why, due
to various committee reports in 1980s, the Parliament passed an enactment by which a
regulatory mechanism came into effect. Subsequent to that, an amendment in this Bill was
also brought in 2001.

In my State also, many such incidents of fraudulent transactions and scams by these
chit fund companies have happened. Now, it is being well regulated there. In our State of

Kerala, we have a specific regulation and enactment in this regard.

In order to regulate the chit fund companies, an Act in 1982 has been enacted.
Subsequently, the Government of India constituted a Key Advisory Group to review the
existing legal, regulatory and institutional framework for the chit funds in the country. The
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Key Advisory Group submitted its recommendations. The sole recommendation of this Key
Advisory Group was to reduce the regulatory burden of chit fund business and to protect the
interests of the subscribes of the chit fund companies. So, dual aim was there in their
recommendations. First was to reduce the regulatory burden of the chit business in India
and, at the same time, second was to protect the interests of the subscribers of the chit fund

business.

Further, the Parliamentary Standing Committee on Finance has gone through the Bill
and submitted its report. They also have the same recommendation that the regulatory
burden should be reduced and at the same time the interests of the subscribers should be
protected. This is the sole criteria for which this new amendment Bill is being brought in by

the Government.

Sir, the only question that I would like to raise before the Government in respect of
this Bill is whether the recommendations of the Standing Committee or the
recommendations of the Key Advisory Group have been taken into consideration in this

amendment Bill.

Sir, I also want to seek a clarification from the hon. Finance Minister. There is an
amendment to Section 2 (b) of the Act by inserting new words, ‘fraternity fund’ and
‘Rotating Savings and Credit Institution’. So, the Section 2 (b) is the definition of what a
chit fund is. Since there is a paucity of time, I am not going into the details of the definition.
But two terms are being incorporated in Section 2 (b). So, fraternity fund and rotating
savings and credit institutions will also come within the purview of chit fund under Section
2 (b).

But, Sir, what is the impact of it? I have only one apprehension in this regard. By
incorporating two words ‘fraternity fund’ and ‘rotating savings and credit institution’, the
Government is formalising all informal financial transactions. I will cite an example. What
is a rotating saving and credit institution? A ‘rotating saving and credit institution’ is made
up of a group of individuals acting as an informal financial institution in the form of
alternate financial vehicle. For example, Sampada, which is a neighbourhood transaction,
wherein 10 ladies in a particular village or a particular ward contribute Rs.25,000 each and
thus a total amount of Rs.2,50,000 is collected. They are doing a business of sharing this
money and giving loans. There are many such groups which are operating. If you
incorporate the fraternity fund and rotating savings and credit institution, it will come within

the purview of the chit fund. Thus, these poor ladies and this neighbourhood financial
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transaction will also be formalised and it will adversely affect the collectiveness of people

in rural areas.

That is the apprehension that I would like to make before this august House because
you are formalising these transactions. We are having a programme called Kudumbashree.
It is a model project in the State of Kerala. It is being appreciated even by the hon. Prime
Minister of this country, Shri Narendra Modi ji. At the time of taking over the Office, he has
made an observation regarding the Kudumbashree programme in the State of Kerala. It is
empowering the women in the country. Such small groups are involved in financial
empowerment of women and marginalised sections of the society in the rural areas. It is a
fraternity fund or it is a saving-cum-credit scheme. So, definitely they will also come under
the purview of the chit fund under the definition of 2 (b). That will be adversely affecting
the common people of this country. I would like to seek a clarification on that from the hon.

Minister.

I do support all other amendments. I support enhancing the financial ceiling limit
from Rs. 1 lakh to Rs. 3 lakh and from Rs. 16 lakh to Rs. 18 lakh. Here it is still written as
Rs. 25,000. Actually, it was revised to Rs. 1 lakh in the year 2001 and in place of Rs. 16
lakh it has been stated as Rs. 1 lakh. That has to be corrected because it has already been
amended in the year 2001 by this House.

I am coming to the third amendment, that is mandatory presence of two subscribers
either in person or through video conference duly recorded by the foreman. It is also a
welcome amendment. There is a provision to increase the commission of the foreman.
When the quantum of the outstanding amount is being increased, definitely the commission
of the foreman should also be increased. The commission should be increased from five to

six per cent. | have given a notice of amendment. So, you may kindly make it six per cent.

In order to avoid the confusion regarding the prize chits, some provisions are omitted
to make it clear that prize chit is banned. ...(Interruptions) 1 will conclude soon. It will not

come within the purview of the chit fund.

The State Government is empowered to specify the amount by a notification upon
which any chit fund shall be exempted under the Act. Hon. Mehtab ji was raising a very
serious issue. Everything is being done by the State Government. Then, where is the need
for a federal law which is being enacted by the Parliament? It is absolutely a pertinent
question. This is, after all, a State subject. Since the Reserve Bank of India and the banking
activities are being regulated by the federal Government, this Act is being enacted and

definitely the State Governments should be empowered so that the decentralisation of the
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powers and the federal character of the Constitution is protected by making this amendment

in the new Bill.

This is my concluding point. On the perusal of this Bill, it seems to be a harmless one.
But the apprehension is there over how it will affect the voluntary neighbourhood
organisations, and the mutual cooperative groups in the rural areas. That apprehension has

to be clarified and that should be made clear.

With these words, I fully support the Bill. Thank you very much.
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The Lok Sabha then adjourned till Eleven of the Clock on
Tuesday, November 19, 2019/Kartika 28, 1941 (Saka).

* The sign + marked above the name of a Member indicates that the Question was actually asked on the floor of the
House by that Member.

* Not recorded.
#* Not recorded.

# Not recorded.
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# English translation of the speech originally delivered in Maithili.

* Not recorded.

#* Not recorded.

* English translation of the speech originally delivered in Bengali
##% Not recorded.

# Not recorded.

# Not recorded.

# Not recorded.

* Not recorded.

* Not recorded.

# Not recorded.
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