RAJYA SABHA [13 March, 2001
]

MR. CHAIRMAN: Statement of the Public Accounts
Committee. Shri K. Rahman Khan. Not there. Shri Anantray
Devshanker Dave. Not
there.

Statements of the Department-Related Parliamentary
Standing Committee on Petroleum and Chemicals. Shri Ram Nath
Kovind.

STATEMENTS OF THE DEPARTMENT-RELATED
PARLIAMENTARY STANDING COMMITTEE ON PETROLEUM AND
CHEMICALS

SHRI RAM NATH KOVIND (Uttar Pradesh): Sir. | lay on the
Table a copy (in English and Hindi) of the Statements on Action
Taken by the Government on the recommendations contained in the
5% Report (13" Lok Sabha) .on Action Taken by the Government on
the recommendations contained in the 8" Report (i3" Lok Sabha) on
Demands for Grants --2000-2001 of the Ministry of Chemicals and
Fertilizers, Department of Chemicals and Petrochemicals.

CALLING ATTENTION TO MATTER OF URGENT PUBLIC
IMPORTANCE

The Extreme Volatility in Stock Markets

MR. CHAIRMAN: Calling Attention to matter of urgent public
importance. Dr. Manmohan Singh.

DR. MANMOHAN SINGH (Assam): Sir, | beg to call the
attention of the Minister of Finance to the extreme volatility in the
stock markets In the last few days which has led to a climate of
uncertainty and instability for investment and remedial measures
taken by Government with regard thereto.

THE MINISTER OF FINANCE (SHRI YASHWANT SINHA):
Mr. Chairman, Sir, stock markets world wide have been on a
downtrend, particularly technology stocks, for the last one year. This
has also affected Indian markets. For instance, NASDAQ, which
consists mainly of "new" economy stocks has declined by about 59
per cent from March, 2000 to March, 2001. The markets in Japan,
Korea, Taiwan and Germany went down in the last one year by about
50%, 40%, 55% and 71% respecttvefy. The BSE Sensex decreased
by 22% in the last one year or so. In line with international technology
stock Indices the Indian technology stocks have also declined by
about 63%.
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While the downwarc movement of the Indian stock market
and its volatility have not been unusual compared to international
markets, around the beginning of March, 2001. SEBI received
information that stock prices were being manipulated. As such,
investigations were initiated by SEBI in coordination with NSE, BSfE
and CSE on 2™ March, 2001 against 20 brokerage entities.

Subsequently, SEB called a meeting of stock exchanges in
Mumbai on 5" March, 2001 to review the current market situation.
Thereafter, the following measures were taken by SEBI:

1 SEBI has imposed a 10% margin on all sales for non-
institutional players effective from 5" March, 2001.

2. The threshold limit for applicability of the volatility margin to
be reduced from the present 80% to 60%.

3. No exemptions to be allowed in the applicability of volatility
margin to any class of investors.

4. All sales transactions effective from 8™ March, 2001 shall be
backed by delivery unless a sale transaction is preceded by a
purchase position of at least an equivalent amount in the
name of the same client In tie same or any other exchange.
This will also apply to proprietary trading by members. This
decision will be reviewed after two settlements.

The current margining system will be moved to the Value-at-Risk
(VAR) scrip-wise model from July 1, 2001.

On 11™ March, 2001, SEBI announced the following
additional measures to enhance marke: safety:-

0] As a temporary measure, banks will be allowed to

provide collateralised funding in Automated Lending and Borrowing
Mechanism (ALBM) and Borrowing and Lending Securities Scheme
(BLESS) facilities of the stock exchanges;

(D] The existing trade guarantee funds set up by stock xchanges
would henceforth provide counterparty guarantee for all the
transactions which take place on stock exchanges and meet the
payment obligations of brokers immediately without waiting to declare
them as defaulters;
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(i) Henceforth, the securities lending scheme would be
applicable only to the transactions under the ALBM/BLESS
facilities;

(iv) The additional margin of 10 per cent on the "end of the day"
net outstanding sale position of all scrips in Modified Carry
Forward Scheme (MCFS)/ALBM and BLESS introduced
temporarily by the SEBI on March 5, 2001 is being increased
to 25 per cent with effect from March 12, 2001,
W) The broker-wise end of the day outstanding position
(aggregate of all securities) of a member on any stock
exchange other than the BSE/NSE shall not exceed Rs. 50
crore;

(vi) The gross exposure limit for members of the Stock xchanges
is being reduced to 10 times of the base capital and the
additional base capital in the case of NSE and to 15 times for
the other Stock Exchanges. On 12" March, 2001, SEBI
announced further measures as below: -

(@ Anand Rathi, former President, BSE and his broking concerns
have been prohibited from undertaking any fresh broking
business till further orders are passed by SEBI in this regard.
Anand Rathi has also been restrained from acting as a
Director Member of the Governing Board of BSE till further
orders.

(b) In the interest of investors, orderly development of the
securities market and proper management of BSE, six
members of the Governing Board on BSE have been
restrained from acting as Directors or office bearers of BSE till
further orders.

As far as bank advances against shares and guarantees to
stock brokers by the banking system is concerned, the RBI has
intimated that It is less than 2 per cent of the total advances as of 31%
December, 2000. In this regard, according to information available
with RBI, there has been no violation of its prudential norms.

While fluctuations are normal in stock markets and should not
be a matter of undue concern we should be vigilant with regard to any
systemic risk or movements driven by any form of manipulation. |
have been assured by SEBI that there is no systemic risk to the
market and there is no danger of a payment crisis.

SEBI has already started its investigations as far as price
manipulation is concerned and will take necessary follow-up action. In
addition, | propose to take the following measures to improve
institutional mechanisms and trading practices in our stock markets:
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(@ Corporatisation of stock exchanges by which ownership,
management, and trading membership would be
segregated from each other. Administrative steps will be
taken and legislative changes, if required, will be
proposed accordingly.

(b) Extension of rolling settlement to 200 category "A" stocks
in Modified Carry Forward Scheme, Automated Lending
and Borrowing Mechanism and Borrowing and Lending
Securities Scheme by July, 2001.

() Government intends to propose legislative changes to
further strengthen the provisions in the SEBI Act, 1902 to
ensure investor protection.

To conclude, | would like to reiterate that the Government
and SEBI will continue to make every effort to ensure that capital
markets operate In an orderly, transparent, safe and fair manner for
all investors. | would like to assure the House that the guilty shall be
brought to book without fear or favour and no one shall be spared.

DR. MANMOHAN SINGH: Mr. Chairman Sir, | have heard
with rapt attention what the hon'ble Finance Minister has told the
House. The strong, healthy, transparent capital markets are In the
national interest. But to ensure that the market functions property and
to protect the interests of genuine investors, we need credible reforms
backed by credible systems of supervision and monitoring. In the last
decade, a good deal of effort has gone into this area. But, what Is
now happening in the stock-markets is a source of worry to all of us
because all is not well. The hon. Minister has stated that It Is only In
March this year that the Government or SEBI knew that crises were
being manipulated. If this is the state of information available to the
Government or SEBI, this reflects very poorly on what is happening in
the State of Denmark.

The second point that the hon. Minister has made is that he
has stated, "I have been assured by SEBI that there is no systemic
risk to the market and there is no danger of payment crisis'. | hope
what the hon. Finance Minister has said is right. But | think he knows
it and everyone else knows it that the markets certainly do not share
this perception. The over-activity on the part of the SEBI for the last
several days had not diminished the nervousness of the market and,
In fact, this morning the market again tumbled. So, there is a crisis of
disbelief. We were told last week by SEBI that there was no danger of
payment crisis, and come
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Monday, the market crashes by 140 points. Last night, probably, in
anticipation of a parliamentary debate, further measures were
announced. But the markets were not impressed. So, | respectfully
submit to the hon. Finance Minister that there is something deeper, in
the nature of a malaise, that afflicts our stock-markets and that the
time has come when this should not be put under the carpet. |
sincerely believe that a mere routine inquiry by SEBI will not serve the
purpose of ensuring that our markets are cleaned of unhealthy
influences, unhealthy practices, excessive, rampant and reckless
speculation, insider trading, price rigging, etc., that have been noticed
from time to time, not only after March, but also, at least, for the last
two years in a row. It saddens me that for the third time in two years
the President of a leading stock exchange in our country, the Mumbai
Stock Exchange, has to leave his office in ignominy. | think it was in
March, 1999. that a former President of the Mumbai Stock Exchange
had to step down following his alleged involvement in scandals
relating to breaking into trading systems after market hours. Now, we
have seen, in the last week, the fall of another President. A
distinguished lady took his place. Last night, the SEBI has removed
her also. Along with her, they removed seven Directors also. What is
it? That itself is an indication that all is not well with the State of
Denmark. That SEBI did not know that these broker-driven stock
exchanges were indulging in activities which are detrimental to the
interests of the investors, is, at large, a sad reflection on the
functioning of SEBI and on all those associated with it.

Sir, all over the world, the markets do fluctuate and all
markets are increasingly being integrated into the world market. So, a
certain amount of fluctuation is inevitable. The NASDAQ is fluctuating
and it affects the technology stocks. But | regret to say that in the last
18 months, and sometimes willy-nilly, SEBI has given the impression
that it is interested in pushing the prices of these so-called new
economic stocks in a particular direction.

| think, in violation of the norms of the SEBI, suddenly for
initial public offerings these new economic stocks were lowered in
order to ensure that prices behave in a particular way. In view of an
this where are we going? i would like to tell the hon. Finance Minister
that it might have come to their notice only in March, 2001 that the
prices were being manipulated. The public memory is quite sharp.
Perhaps, he has forgotten that two years ago, talks of a bull operator
using bank funds to rig up prices of Sterlite, Videocon, BPL and
Himachal Futuristics came to our
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notice. SEBI had ordered an inquiry. Sir, to the best of my knowledge,
that inquiry has still not been completed. If this is the state of policing
of our stock exchanges, what confidence can the country have that
we have a watch-dog which is equal to the task? | would, therefore,
like to know from the hon. Finance Minister as to what has happened
to the 1098 inquiry. So what is going on in the stock exchanges today
is not a phenomenon which arose on the 2" March. It has been going
on for quite some time. Technology stocks were being driven up, were
being ramped up with the help of a particular bull operator and his
colleagues for more than a year. What did the SEBI -do? You banned
the short selling. But what did you do when long purchases were
taking place to ramp up these favoured ten stocks of a particular bull
operator? | agree that you should investigate if there is a bear caught.
But you should also investigate if there is a bull caught. In fact bears
and bulls are integral part of stock exchanges. Bears of today can
become bulls of tomorrow. But is it necessary for the SEBI to say that
things have gone wrong only after the 2°° of March, 2001? What was
going on and the manner in which certain bull operators were
manipulating the stock market was not consistent with the underlined
fundamentals of the situation. More recently there has been a talk
once again of the involvement of bank funds in fanning excessive
speculation in the stock market. The hon. Finance Minister has told us
that the Reserve Bank of India has told him that the exposure of
banking system to the stock market is not excessive. | respect his
words. But, Sir, | hope he has also seen the newspaper reports that
before the recent proposed merger of a private sector bank with the
UTI bank, there was an excessive speculation in the shares of that
private sector bank. It has also been alleged that a particular bull
operator has a sizeable stake in that bank. Furthermore, that bank is
lending shares to ramp up the prices further. | would like to know from
the hon. Finance Minister as to what is the true state of affairs with
regard to this particular matter. 1 am told that the Reserve Bank of
India brought this matter to the notice of SEBI as earty as in October
or November and asked the SEBI to find out if there has been any
rigging or ramping up of the prices of this particular private sector
bank before the merger was completed. What has the SEBI done?
We know that nothing much has been done. Recently, the Reserve
Bank was compelled to ask the SEBI to apprise them, latest by 31
March, as to what its assessment is on the charge of price rigging of
tNs particular share. The hon. Finance Minister has talked of certain
long-term measures. Sir, | welcomed the decision to bring in the
rolling settlement system.
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asked him: "Who has been blocking the introduction of the rolling
settlement system?" It is the SEBI which has been blocking this rolling
settlement system on the plea that It will destroy the feel-good-factor
in our market, that it will, in the process, depress prices and volume. |
respectfully submit to the hon. Minister that it Is not the function of
SEBI to sit In judgement on what Is the right volume or what is the
right price. SEBI should be a ring-master, a monitor, to ensure that
stock markets function in a particular way. But we have now acquired
a system where every operator expresses his wish as to where the
market should go and" where the markets will go, and, in the process,
whether It is SEBI or other financial institutions, they are cheating the
poor, the small, investors. We have heard about the Budget. We know
what it has done to the poor people. Those who invest their monies in
Provident Funds will loose; those who invest their monies in small
savings will loose. Well, they were told, "Don't worry. You will have a
rosy return in the stock market." We know, for example, what rosy
returns these poor savers, widows, pensioners and retired persons
would get if they heed the advice of all these new fund managers that,
"Forget the old economy. Go and Invest your savings in the new
economy."

Sir, | could go on. But I think, there is the limitation of time
and | end by asking the hon. Finance Minister a few specific things.
First of all, I would like to ask him: Did SEBI act on its own or It had to
be persuaded by the Government to act to restore the so-called feel-
good-factor generated by the Budget? in other words, when the SEBI
intervened after the fall in prices on 2 March, was it at the direction of
the Government or was it done by SEBI on its own? If it did not act on
its own, responsibility should be fixed for lack of supervision of the
market. The second thing that | would like to know from him is: What
is the scope of Investigation being conducted by SEBI? Will it confine
itself to the role of the so-called bear cartel or to that of the bull cartel
also, which has been operating for a long time, particularly, with
regard to some specific stocks, and whose operations have been the
talk of the market not just in March, but, at least, for two years in a
row? There are well-known ten stocks which have been the subject-
matter of the activities of the bull cartel. | do hope that he will ask the
SEBI to look into that aspect as well, not merely confining to what has
happened in March. That is important. We must know the truth as to
what happened in the Mumbai Stock Exchange; what the President's
role in getting the privileged information was and the leaking of that
privileged information; all these must be unearthed. | think, the
activities of the so-
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called bull cartel should also be investigated by the SEBI thoroughly.
The third question that | have to put to him is: What happened to the
1098 SEBI inquiry in which certain brokers were involved in rigging
the prices of Sterlite, Videocon and Himachal Futuristic? Why has the
SEBI not completed this inquiry although three years have passed?
The fourth question is: What has been the role of bank funds in
favouring excessive speculative tendencies in our capital market?
Has the Reserve Bank asked the SEBI to probe, in particular, the
share prices of Global Trust Bank before its proposed merger with the
Unit Trust of India Bank? If so, what has been SEBI's finding in this
regard? My 5" question: | would like you to answer what has been
SEBI's own rote in encouraging excessive speculation in the so-called
new economy stock by liberalising unduly listing-norms to favour
particular promoters and particular companies. 6 question; Is it true
that Indian markets are characterised by excessive speculation vis-a-
vis the most other capital markets of the world? What measures are
being contemplated to deal with this? You have mentioned the
introduction of the Rolling Settlement System. | welcome this. But why
is this Rolling Settlement System, which has been recommended for
a long time, been held up? | am told that it is held up because SEBI
and its bosses felt that this will destroy the feel-good factors. | would
like you to contradict that. Then, newspapers have been publishing
stories which are creating panic in the market. They say that Revenue
Intelligence is in the picture; the Enforcement Directorate is in the
picture; the CBI is in the picture. | would like to know what specific
role you have assigned to these agencies and, if they have any role,
how it is going to be coordinated with this inquiry that the SEBI has
ordered. Then, Sir, and | say this with great trepidation, rumours are
afloat that our stock markets today are also, unfortunately, being
funded by underworld money. | would like you to tell us if you had any
information at your disposal. | hope | am wrong. But these are some
of the issues that we expect the hon. Finance Minister to clarify; and,
in my view, this debate will serve a purpose, but the matter is far too
serious. We need an inquiry that will truly inspire confidence. But so
far as the nature of that inquiry is concerned, | think we can discuss
that at a later stage.

it Wt e (WERTSY): snexviig |wmfa #elea, # fa<r w30 Sft
BT ART E 6 Ja5 &b IR AT 3R HAbl &b YA AIdbe AR T goil
IR # f579 IR B SYA-YI 41 s 8, ISP aR H I AT 9 AP
31T & IR U1 AR A < g1aT bR 8 & fob o+ FRAferai | foer s |
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[UMT ARG, | 9 10 Yo B ¥ g A1 fa #34 7eiey
BT & 9 7T B fEGAM & AT H Sl WeaR B 7, 99 @R B AR
3BT AT ARl §| HeIGd, el & IBTSISl 3a1h & U Blcd W Ud 8
AT D1 R BT 2 e el | I ARl gRATT &b dR7s PR aTe AR I
Tl I B AT | AT BT I H U TS Ale el fored o o fs
T8 TP BIRITIRICT ARARICT BT AR Fehex] § | SU 319+ ARIRIET & 70
G BT XSTdh AIhe H ol AT 9 3 wWied & forg afh=T 2 A1 &1 o1
WRRI % W1 R 373 81 1Y 3R 579 Tl AThe &< 81 AT Al g1 991 "IeT
g IRGRA 8] B U7 T8 AT, AflT I 99 < 4T |

[T HEled, 39 aY Jad Rl STl & goic P 918 Iih YISl 4
39 glig g3 Al AT ITH 918 Sl STA-YAA §s, ITD BRI 3R el
BISH B, B a1 AT | 9 TR 1992 F ¥R wieTel 3 fras &1 § dg &
MY A,2 §b1 & I H A1 F 1 g, AEMIfred e iR % 3fh Bvre, I g1
TRE RIS 81 MY & BE HEdl F T BI o8 A, I IRE A F8 b
31T WeH B 1 FRART # € 3R ITH A TP & YOI BT ATHTYRT Bl
§%1 39 § B IRE A YOI b JGIRI H 5 IRE & [I97 B AL & b
R A 8IgT, Sl B4R S-I%ed 8, Sl B4R WAl-9R® &, $9 G9d U
ICTY TG oifehe | A1 U8 & b I8 d 39 99y a=aTe 8l & R 4 B
HIEYRT § A ST ol e & 40 g IR WIS | S FHY IE AR YhaA |
ggd ¢ ST X8 I ST 59 § 7 40-50 PRIS BUY 9 IR H STef 3fR
3TAME SI9 IR & W AR a1 6 & IR AR W 2, 96 & 9R
e greme € SR qRT 4 aRare 814 & Ay d o war 81 H ugel I
ST 918 Y81 § % 1992 & 3/gwd & d18 Hifd 1992 I Ugel Wl TAR U1
1 ofl, $9 e W UIgd AYeled U, 9% AN W IR BT SRS g8 @ik
9 q1e U1 Y] TOR R 81 39 UTS ? U8l SHRI D81 3771 I8! &1 fa =0
TG 7 del f Wi Hreas 781 2, 9 e 31 A i @50 off, Ham &
oI =TT § & 579 2000 $UY & AR TG TS B P 100 BYY 81 ST Al
1900 YT B TS B AR DI TSI B 3R FT ggTed S | S el fher
BI BT 10 BUY, 12 BT A} FATFDT BIHT 2000 $UT ol 75 MR 3D
a1 R ST & | 5 RRAT € § SIRI-311 aaerrT =18l g | <feh =T HEl
g ¢ {5 g1 B 81 A1 f9R wicd &1, doIfSd & a1 #ef$y 81 39 srre #
S T avaTg B W@ 7, I HT 1 U7 el I I ¥ Iqh S
B B W, ISP HUR ToR WG H J1 7 BT 91 Heayol g T8
1S 1 1 & 5 SO o1roT 9gd 9 gema Ry €, 9t 7 959 9R vehard &
H&H ISTY & olfch1 #RT QAT A1 8 b Il Bt YT Bal 7 Hel HHSIR B!
g, Bel 7 Pel gl & 71§ SIear g 6 IR & 919 FIed-SaRd ' T,
BHRT AT BT IF W RV T8 81 <ifh gHvIaer Sl sy & ST 39 IR
FRI=0T 2 31 d 59 Yok & 3TaTd AR & TG RIAN B o7 & ad 1 89
81 didd | &1 AT Ugel Sl 37s.Cl. I & WG SR Y, I Yhad o
T TEI PR TS | B AT 9¢ AR B TR 9 AT, 2000 BT i1 el fohed BT wrg
1348 B0V o | &1
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9 AT, 2001 BT BT WG TSH 124 U &1 ST & | T ATl & 3fex ga-l
ST Tl BIAT ® | 9 AT, 2000 BT YTHISAT TTfHaRT BT 1T 1816 TUY AT I 9
AT, 2001 BT I 9 AT SI-TH & U8l SHB! U9 "gTdH 125 BV 8 T3
| ToligoT Coil RIRSH BT 91d 3061 BUT AT TGS YIS 314 TTHY 236 BUT &l
TS | RYeaR ATST SaTarst BT e 1102 BUY AT S TShHR 106 $UY B AT AR
feHTae RIARICH 1102 BUY A TESHR 206 U UR AT TIT | o1 9T g
FII gaTT, I§ WA drell 91d 21 I BT Wia RRAT 3R a1 SH1 wriad
¥ ¥ g T 3R i Ua-Sg A1, 3 91 A gU E | R I H UF VT /IRl
T o o o1rg. Y. daex g9 WR ©, s, Jaex H g U1 A RET B |
AT faT 530 9816 | ST 8 | /1T #21 78ISy = 819+ U7 H S9dh!
orep T2 fopaT 2 1

TS T 91 § TP BH J HH 10 WIR &b A1 § UI5H HITgele=
BN, W15 R ol | I8 W SR fUedl &1 A1l 9 Sawd diid 4 yfded
BT &, STaa< a¥Id 3 Al 3l 2 3R I & I &b 91d 9, I &b AAH
% WG AR 2 | 98 W 9ix § 98 B8 Hadl & "Il Bl U AMND © |
SHBT B TR AT dl g8 Al H gl g1, o Tw=R &1 URfss © 98 Wi §
AT G0 | H UgSl g8 ST =78 JET § b Sl @ 1992 & Hieiad | ga a9
SIFRITH & ST R & ifRe F_ &1 H19 F1 f&an a1? & 8, 98 Sifve
PR IET AT Al bR IADT U B BT R AlDT ST 7 3R 519 98 U7 B IET
o7 A1 At T Y & ot | 37T FE IR E fF A 99 5 Sd B W@ ¥ | A
Tg! IR At ot RrRERT oft 98 99 S B @t &R 3t 7 I8 uR S e
DI AE! T W Te] T | 31 IR IR AN I8 I8 FCTdh YaRTaol H 20 ¥ 40
BOIR I DI ST IR-S Bl € | TP SIdhx 7 Uh &7 H 53 oIRg IR Bl
ST B B | TB AT WX U8 DI 91 & | S A1 BT AicbT A1V AT oAfehd
[T TET At | W T Bl b &I R o wEt A Uy T, fadl < T E,
oo o R | I8 B Al BT A7 3R A BT A7 IR A 7 g7T uR 19+
qIqul 4fHeT FTE 1 3TST Jag-gae Adbe 300 Use fR M1 8, &l I8 del
IE 114 Wgc FRT a7 | S 9 HROT &1, draid! & HROT FRT 81 a1 <91 Jgar
TIRE Pl BT T & SAP BRI FIRT 81 | 377 Jag-gds 300 uged AR,
T 114 TS RRT, o 3 s YEHaR F ddHR AN FAIR 9 &7 H
STHAT 1000 TTECH FRT B, 399 Udb SIGTSIT o TIIT ST Fahell © | H 3R 9197
P PB JAMGR AN F Y81 b e fhaa b1 g $89H gafl 81T | S99
T U oIRd RIS B0 T I 81 Gl & | U o BRIS SUY B HIeTell
BT ® 3R 39 ierdl & fory AR &9 872 ..(au)... U6 o BRI af
9 U BOIR IR BT AIST-AICIAR R ATl fhaidy 31mdT 8 fh elee whd
@ I g BRI A SATST BT 8 |

[HIRT Heled, H I8 B8 81 g b A IRRI Bl ST H ARPR
facfia weersll 1 @g AN 8T ¥ | 98 AR YR B, YAl B AT
THdIRNS &, 959 IR 9% &, Rad BUsd § | § A fa w5 Aeley 9 9'
AT AT8d g & S debi I ASIRT b BT H Wl BT WA a1 & 157
Ip1 # yfeeTdr &1 U 2,

249



RAJYA SABHA  [13 March, 2001]

et &1 T g, Sl Bl TR Al gl pe R A R fF A gea &€
I BRA § 9 Wel? ST U S 9 ol o1 a1 feewer giar & 9% &4
HIGH & | 3T 3] Ueh b I Ueb oI U BT I i MY 1 S ¢ 1 al
BT STHT B TS & 3R ST 918 Yl S Th-Udh HelH I b P FFhY
ST Usd B, oifdT T8t §& arel el #, el § Sied & IRY BRIS! Bu
YRR ATdhE 4 e Id © | S UGl Bl ao8 A 3191 IRR ATdbE H IAA-JIA
7 B, 341 ygia B o 9 I8 I I g5 ¢ | [Aopa 59l R 4
TcTRITSHT &1 aote & 3ot fhaeil el war 9 vt €, 3R a8 =1 9o
TET IR T AT BT UTfersi T I=7 arosg & el | U 919 AR ST ©
IaH! 1 grferdt &1 T 919w o & forg Fraerar & o Swat g1 Rreeft
TS dTcll & I Srsd X&- § el STl & | dfp Ig) Toremsdt drel
HTHY P TP B X, Th Raaie BRIel $Ud IR Hrdhe & Sl <d & | I8 ST
TP I Yo & TS & T4 TG P hel T el Ap1 g8 |

3 # Y.EV.375. TR I ARl § | S YEIeMS Bl Fa Fgedqul
e & SR 3! YHDT B ST FTEd AR o SI91 =A1MEY | 197 70 9 75
EOTR RIS AT TSI IR TS Bl TRIE H IR ATHE H YIS 7 | JEIMS
T fore=11 U1 ST B S9! § UdT o e B HIRET HR IET AT, H ST 91g
&1 o1, § ®s d9dse W AT b JENag 7 iR fha+ wwafai & IR
W< &, o wrg o @il 87 § s9d IR | garr grsdl g b gelers ard
9 SHRHA DI fSHFAST T8l Bd © | JET1g BI RUI § I 9 1< 181 &
| AR g7 <1 & foh fohe™ ¥R &0 @IS | § A9+ fomy w20 #eie
TR FHFEAAR O SIHAT A1ge o6 getars = aReR fop1-for wwafei &
IR wigHe fhu? 9 HH) & IR G DIAd 99 B9, IR B9 1
S oft 7 ¥R 75 B, 100 TUY H forg Y € | B AhaT 8 {6 I8 rharg g,
3R I 3HdTE & I 3MMT WIfdd PR MY 3R g2 garsd fos 1 STear)
T & | olfdh 3ITST TRIR @IRFHE & 14 IR s 4 JTI3Tg H U 9gd a9l &
Tl XET & | IRI TR S1d, TS MR YIS HT U Toasd YT &1 77 &,
TR AR & AT & AR SMYBT $9 4RI Bl drs I &2 § B H=AT
T | gERMS H - fo waferat &1, f5a-fo sadt &1 Sevve B, fam-
o ST & &l BT AT ST BT B, $HD! W) BT B Bl ST B

3l U AOR BT fhwar A= o AT § | STaex A18d o ATSI-|T
YHRE T TS gRE d JEIaMS | 7ol 811, I8 (w1 B! 31 | =Ief I8T
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SHRI NILOTPAL BASU (West Bengal): Mr. Chairman, Sir,
there is a strange wink of irony in today's debate, in the sense that the
Leader of the Opposition who had called the attention of the Minister,
was on the chopping block, nine years back, and the present
incumbent was the most articulate speaker from the Opposition
Benches, demanding a JPC into the securities scam. Sir, | had the
fortune or misfortune -- | do not know, | mean, that will become clear
only at the end of the debate -- to go through some of the arguments
marshalled by the present incumbent Finance Minister for constituting
a JPC to go into the abnormal activities in the capital market, nine years
back. There are dissimilarities and there are similarities between the
two situations. Of course, it is somewhat awkward for a communist to
try and study and make sense of the capital market. But | must tell
you that we have good reasons to do it because the Finance
Minister's Budget itself has forced us to go and properly study the
implications of what is happening in the capita! market. The Finance
Minister has announced three steps regarding small depositors in his
Budget Speech. One, one-and-half per cent interest cut on small
deposits in Banks, Second, bringing down the limit for taxation, and
also deduction of interest at source on bank deposits. Now, these
steps are very clear recipe for pushing the small depositors away from
the savings banks to the share market. | will not elaborate on the
steps that he had initiated to produce a feel-good factor in the market
which was depressed for the whole of last year. In fact, | will not go
Into the details because Mr. San jay and Dr. Manmohan Singh have
done it. The Economic Survey itself notes that the market was
depressed for most part of the last financial year, that is, 2000-2001.
Unfortunately, there were other signs also in the behaviour of the
market. | cannot agree with the basic premise on which the Finance
Minister has based his statement, that is, that this is a secular
movement taking place in sympathy with what has been taking place
in the NASDAQ. Mr. Sanjay has mentioned about the
inappropriateness of comparing the activities of the Sensex with that
of the NASDAQ because everybody knows that the NASDAQ is an
exchange which basically deals with start-up companies in the IT
sector, specifically dot com companies, which have gone burst. You
will soon come to know, and our IT Minister will also come to know that
one day the scrap that you are dishing out, the pipe dream that you
are trying to lead the country to, is gong to burst. But the point is,
NASDAQ is not the appropriate reference point vis-a-vis the
movement of the Sensex. It is the Dow Jones. If you see the movement
of the Sensex over the last one year, you will find that there is a
downturn
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of -65% in the Sensex, whereas the Dow Jones has gone down by a
mere 5%. This is the situation. Therefore, | think, the inappropriate
importance that you were attaching to the secular movement of the
Bombay Stock Market, is totally misplaced. What is the similarity?
The similarity is, the failure of the regulator. S mean, that time, there
was no regulator at all; and, today, the regulator has failed. At that
time, the public sector financial institutions were being charged or
alleged that they had a role to play. Shri Sanjay Nirupam has
mentioned about the UTI, | will come to that later on. Then, we had
also attributed it to the role of the banks. That time, it was essentially
the public sector banks. Today, it Is not the public sector banks, but
the private sector banks. You have indicated to the whole world that
you are going to privatise the public sector banks all over the country.
Therefore, it becomes all the more necessary for the Communists, for
the Letftists, to examine as to what is happening in the share market,
because, ideologies apart, we also want our economy to grow. But
the recipie that you have suggested for the growth of the country is
totally misplaced.

Now, | would like to point out that, if you see the actual figures
of the market from September, 2000 to March, 2001, you will find that
in the first seven days --I have some figures -- the change of
percentage between the opening and closing In September, 2000 is -
11%. The difference in percentage of high and low on a particular day
was 19%. In October, it was -8% and -19%; in November, it was 7%
and -8%; in December it was 0% and -13%; In January, it was 8% and
-11%; in February, it was -1% and -10%; and, in March, for seven
days, it has been the most volatile, i.e. -9% and -15%. So, if you say
that the market was depressed, it does not give the whole truth. The
market was depressed as well as volatile. If the market steadily goes
down or steadily goes up, we can understand that, but the peculiarity
of the situation was that, while it was depressed, it was also volatile.
Nowadays, the Minister of Finance is saying 'we have nothing to do
with the share market, it is the job of the independent regulator*. You
have actually conceded to our demand that there has to be an inquiry
and it has to be a credible inquiry, because you have already said in
your statement that an inquiry is going on and the guilty will be
punished. So, you have taken cognizance of the crime. Now, the point
is, who is going to investigate the crime and who is going to find out
what has actually happened? Can it be somebody who is already
involved in the process? That is the whole question. It is very strange
that the SEBI had held a meeting
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1.00 P.M.

of the Risk Management Group on 7" of March --I will read out the
Press release of March 7th " The exchanges have indicated to us that
there are no settlement problems. They have also indicated that the
past two settlements have been completed smoothly and the
immediate next settlement is also expected to be completed in the
normal course."

Not only were they trying to whitewash the dimension of the
problem, they were also misleading you, Mr. Finance Minister,
because the other day, as you have seen ...(interruptions)...

MR. CHAIRMAN: It is already one o'clock. You will continue
at two o'clock.

SHRI NILOTPAL BASU: Okay; Sir.

MR. CHAIRMAN: The House is adjourned for lunch, till two
o'clock.

The House then adjourned for lunch at one of the o'clock.

The House reassembled after lunch at four minutes past two of the
clock,

(THE VICE-CHAIRMAN (SHRI SURESH PACHOURYI) in the
Chair]

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI): Shri
Nilotpal Basu to continue.

SHRI NILOTPAL BASU: Thank you, Mr. Vice-Chairman, Sir. In
a way, it is very difficult for one to stop in the middle of a submission
and to restart it again from where one has left it.

Sir, basically, | was talking about the total failure of the
regulator and also that of the Government. | cannot spare the
Government in this case because the Government has come out with
a statement, which is merely parroting the explanation given by the
SEBI. | have demonstrated with figures that there was not only
depression In the market, but there was also volatility in the market.
The reasons attributed to this volatility were the general trends in the
NASDAQ. These are totally misplaced. People may argue that some
of the big IT companies may be listed on the NASDAQ, but the
problem is that the slide in the NASDAQ has been triggered off by the
bubble type dot com companies listed on the NASDAQ. The general
downslide there has brought the NASDAQ also down.
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Similarly, if you study the upward movement of the Sensex,
you will find that during 1999-2000, it was also a major ploy by some
of the brokers whom people loosely call 'the bulls'. They used some of
the good companies in the field of IT to shore up their shares so that
in the general pull of the movement, the share prices of some of the
bogus companies could also go up. Naturally, these things will have to
be studied properly by the regulator. The regulator was very happy.
The Government was also very happy with the so-called feel-good
sentiments. Therefore, they were unable to see the deeper dynamics
that was shaping the entire course of the share price movement in the
market. Even during 1999-2000, 75 per cent of the shares that were
being traded in the market were going down. Incidently, they were
mostly old economy stocks. But the shares of these small companies
were going up. In one particular trading session, the share price of a
company went up from 2000 to 9000. If you look at the earning per
share ratio, it is unsustainably high, Somebody will ask me whether |
am for the bull or for the bear. | am neither for the bull, nor for the
bear. | am for the small investor, because the bull or the bear are also
not very strictly straight-jacketed categories, because one bull run
also creates conditions for the bear hammering and vice-versa.

My friend, Mr. Sanjay Nirupam rightly explained it. | am not
going into the developments since March, but, over the year, in
market capitalisation, Rs.20,000 crores were lost by the small
investors. Now, somebody has got that money. Who has got that
money? Who are the end recipients of that money? Were they acting
on a level-playing field? If we study the pattern of investment of the
Flls in the market, what do we see? It is a common knowledge that
today in the share market, just a-dozen-and-a-half operators are
controlling the market and are calling the shots. If you see the Annual
Report of the SEBI, you will find that they are very happy. The total
volume of Flls has gone up and, therefore, the market has deepened.
But is it a fact that the market has really deepened and that the
market is really broad-based? The issue is, if you have a market
which is being controlled by a handful of people, then, manipulation
becomes all the more easier. Therefore, what we are to look into is
whether we are continuously deepening and broad-basing the market
so that rigging by individual operators becomes impossible?

Now, there are some smart fellows. | remember when the
Finance Minister was doing a yeoman's service to this country by
authoring that seminal work on the securities scam. | feel proud of
him. Now, they came
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out with some conclusions. But some pink newspaper editors wrote
what was all about the 1992 scam. They said that the Left Parties
were not agreeing to computerise the whole system that once we
induct new technology into the new system, all problems would go.
But what was the conclusion our Finance Minister has drawn today in
his statement regarding corporatisation of the BSE? If you allow me,
Sir, 1 will guote from the report of the earlier scam. We have here two
eminent Members who have served on this Committee. What were
their conclusions? What did they say about the functioning of the
Stock Exchange? | quote:

"Violation of trading restrictions is a rule rather an exception in
the effective imposition of this essential discipling measures. BSE
even during the hyper volatile period, for example, has failed signally.
Inspection by every agency has revealed that virtually every member
inspected had violated these trading restrictions. This fact, therefore,
that there was rampant violation of them was within the knowledge of
the Exchange Authority. Yet, while on the one hand in the hyper
volatile months of 1991, 1992 various trading restrictions were being
imposed, on the other, their effectiveness was being completely
nullified by allowing concessions, relaxaing the rigid restrictions and
penalising defaulters,"

Now, how is it that this report concluded that BSE has to be
corporatised? | am sorry for the author of this report, the hon. Finance
Minister, in the third year of his incumbency, nothing has happened.
Rather, one private channel has played the tapes. How can
information from the so-well publicised surveillance division of the
BSE go to some office-bearers of the BSE? Yesterday, they have
announced that seven people have been pushed out. Now, this is a
classic.case of bolting the door after the thief has left. Why was this
done? Now, you have to definitely investigate into the bear
hammering of the prices from 1st March. At the same time, how can
you overlook the build up of the situation? Suddenly, you see in
January, February, Fits have brought in a large amount of money.
Your general conclusion is the Flls have no role to play in the volatility
of the market because they are net investors; and, therefore, they do
not contribute to the hammering. One does not know what we are
trying to do. The whole aspect is about Mutual Funds. Now, | have
downloaded this only from the SEBI website that in 1999-2000, about
13 Tech Funds were created. Their total market capitalisation was
Rs.2,500 crores. Along with that you take the other players who were
trading about 60 per cent of their stocks in ice companies. Now,
today, what is the
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return they are giving? The Tech Funds are giving a return of minus
38 per cent. It was a bubble; and that bubble has burst. The bears
which were on a prowl! got inside information and they pounced back
and the market crashed. Frankly, | can tell you that some people are
asking this intriguing question. The people with whom we talked, we
don't share their perception that this Budget is very good.

But, all those people who are connected with the market say
that this is a grand Budget. In spite of that, why is the market crashing
like nobody's business? Most of the Infotech companies, at the closing
of the market yesterday, hit the lowest circuit breaker. And people are
losing out money. It is the honest, small, brittle investor who is losing
out the money. Therefore, how to revive the sentiments of the market,
of the honest people who want to invest, not by pushing them through
your Budget as you have done, without any proper protective
environment for the protection of their investments? You are saying
that already an inquiry is on. Who is going to inquire? The SEBI. |
would put one question to you. The merger of the GTB and the UTI
Bank was through. We come to understand from Press reports that in
the meeting which was held on Saturday between the RBI Governor
and the SEBI Chairman, the SEBI Chairman had admitted prima facie
that there had been an unusual movement in the GTB shares prior to
the merger so that the swap ratio became favourable to the GTB.
What is the history, genesis, of the GTB? Who is the present
Chairman? You must be aware that the present Chairman, in 1992-
93, was the CMO of the Vysya Bank. The Vysya Bank was part of the
Scam. The Vysya Bank had to pay a fine of Rs.70 lakhs. In 1993, the
GTB applied for licence. The present Chairman of the GTB was
continuing. He suddenly resigned. Till he had resigned from the Vysya
Bank, on his behalf, his son, who was not even an adult, was acting
on the Board of Directors of the GTB, His second-in-command in the
Vysya Bank also left the bank. They piled up huge NPAs. How is it
that in the first place, the GTB who were claiming wrongly-according
to the company law definition, they could not claim that they were
promoters, but they were claiming that they were promoters--were
allowed to open this bank? What has happened today? Everybody
knows. You go through the first hundred accounts of the GTB. One
particular broker to whom the bull activity is being attributed-1 do not
want to name him, the whole world knows it-had eight companies,
apart from his own. | am not going into the names of those
companies. You know it better than ! do. The total amount of advance
that he took was Rs.300 crores. It is alleged that he had also
connection with other private banks. For ideology,
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if you say that privatisation is the panacea for all ills, without setting
right the ground rules, it is unfair. You cannot dismiss this argument of
Nilotpal Basu saying, "It is okay, because you are from the Left, you
are opposed to privatisation". You have to answer this question. How
could the GTB get the approval? Will you find out who was in-charge
of banking as Deputy Governor of the RBI at that point of time? Will
you give us the name? | know the name. But | will not tell you the
name. | want you to confirm. This is a very, very serious situation. In
one year, Rs.20,000 crores have been lost in capitalisation. Small
people have lost. Sanjayji was quoting one figure for the last seven
days, Rs.| lakh crore. Kapilji objected saying, "Rs.7 lakh crores". That
figure has to be actually ascertained by experts who assist the JPC. It
is not for pedestrian MPs like us to guess what the real figure will be.
But the short point is, people have lost out money. And you are
pushing, through your policies, those vulnerable people to the share
market in a situation where there is mayhem and murder in the
market.

Sir, | speak from the bottom of my heart. Sir, you consider this
point whether the inquiry that is going on--which you have also
admitted in your statement-- is it fair to place the whole thing in the
hands of SEBI? After the release of the Press statement, after people
saying that everything being fine, | have heard the very next day that
in the Calcutta Stock Exchange, there was a payment crisis. Forget
about other things. How is it that SEBI's inquiry is limited only to the
dear part of the whole development? They are refusing to go into the
build up of the whole thing, the bubble that was built up in thin air. and
which has led to this kind of a situation. In spite of the measures that
the SEBI is announcing, almost on a daily basis, the market is
crashing, and it is refusing to bow. There are some market
fundamentals. In your reign, Sir, let us say, this all happens. The
market has its own self-correcting mechanism. May | put this question
to you? Why are the HFCL shares and the DSG software shares,
which were picked up by your own UTI, knowing fully well that they
were not worth even a toilet paper.,.(Interruptions)...

SHRI KAPIL SIBAL (Bihar): They are not worth more than that.

SHRI NILOTPAL BASU: Do you mean to say that toilet
papers are more valuable than those papers? This is the situation. If
you see the Mutual Fund during the whole year of 1999-2000, the
bank doposits were going down and the mutual funds were going up.
They were trading in ice stock. = What type of fund managers are
they? You are talking of SEBI
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conducting the inquiry, when there is proof that SEBI employees were
also trading in the market. You cite me one country in a free market
economy, where there is an open, credible, transparent capital
market, where employees of the regulators are being allowed to trade
in shares. Sir, there is a Chinese Wall everywhere. Separation of
functions have to be there. Otherwise, you cannot save your system.
It appears strange that a Communist has to talk about how to devise
better methods for defending it. During the whole year of 1999-2000,
have you ever ventured to find out that, while your ice companies
were soaring sky high, why all those public sector units which are
profit-making and which were on the chopping block for
disinvestment, their shares were coming down? Earlier, we had a
debate in this House about GAIL'S shares. While the shares of
NASDAQ were going up, while the shares of DOW JONES were
going up, while the shares of SENSEX were going up, only the shares
of GAIL'S, which was performing so excellently, and which had a
sound balance-sheet, were coming down. Sir, | think, everybody will
acknowledge, as Dr. Manmohan Singh had also accepted in the
course of that debate on that fateful day of April in Rajya Sabha, from
where it all started, that there are no exact ways of evaluating the
share prices. | mean, any person, with reasonable sense, will say
that. So, Sir, the only safeguard could be, to put in place safeguards,
systems, which could take care of the kind of distortions and
aberrations that take place. Therefore, | think that the dis-similarites
are there. The year 1992 was all about bull rut. The year 2001 is all
about bear hammering. But, ultimately, Sir, the BSE remains where it
was exactly, when you studied the Scam. The role of the regulator
remains where it was, the role of the public sector financial institutions,
like the UTI, remains the same, and the new player, the new
dimension is the role played by some of the private banks...

At that time also, private banks were there. But the gigantic
involvement of the public sector banks and PSU shares had
overshadowed that. Now, those factors are not in evidence. We don't
know. Once we start digging, we will come to know that. But the
situation remains exactly the same. Therefore, if your demand, at that
point of time, in April, 1992, had been valid, could you give me one
good reason why it is not equally valid today? There is no other way.
You come out with an inquiry. Nobody is going to believe you,
because you say everything is fine, but the next day the market
crashes and there is a payment crisis. | don't know what will happen
elsewhere. But you have also fallen into the trap of SEBI. You have
assured the nation that there is no payment crisis. | think, in the
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best interest of democracy, in the best interest of governance, in the
best interest of transparency and probity in public life, the Government
should agree with the Opposition. There is no victory or defeat in this,
because, | believe and you also believe, all of us have the national
interest in our hearts. Therefore, in order to save the system, in order to
see that the money saved through the sweat and toil of the men and
women of the country is not wasted, does not go into unproductive
activities, and to see that it comes into the productive arena and plays
a role in the industrial development, in the overall economic
development, of this country, you should agree to the constitution of a
JPC. You can give a time schedule and we can come out with a
report. Only that can restore the confidence of millions of Indians in the
capital market and save the situation. | think it is good for you; it good
for us; good for the country and good for the small investors. Thank
you.

SHRI PREM CHAND GUPTA (Bihar): Mr. Vice-Chairman, Sir, as
you are aware, the stock exchanges are said to be the barometer of a
country's financial health. If the stock markets are healthy, the economy
of that country is considered to be a healthy one. If the stock markets are
in a bad shape, the economy of that country is not considered to be a
healthy one.

To understand the implications of what has gone wrong, |
would like to place before you a few facts. There are two types of
investors, small investors and large investors. The small investors are
those who invest their hard-earned savings, their pension funds, their small
savings, etc., with the hope of getting dividends and, at the same time,
of getting the appreciation money on those shares in which they invest.
The large investors are the Indian financial institutions, the foreign financial
institutions, large private investors, mutual funds, gamblers and speculators.
Under the category of speculators come the bulls and bears. The bulls
are the ones who push the prices up and create an atmosphere that
everything is fine and there is euphoria, and the prices shot up. A
share of Rs. 10 is sold for Rs. 1,000 or Rs.500 or Rs.200, for no reason.
When the bulls have done their job, the bears smell blood and become
active. These bears think that there is a saturation point and this is the
right time to attack. They enter the market.

What do they do? They short sell the shares. They pick up
certain shares in which the bulls have done well. Then these bears
short sell those shares. In the process, the innocent investors suffer
in two
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ways. Sir, there is a saturation point for bulls. When the saturation
point comes, these bears become active. When they start short
selling, the price of that particular stock starts dropping. When the
price of that particular stock comes down, they buy that stock; affect
the delivery and settle the entry. In this process, they make money.
That is how most of the innocent investors are trapped. They go on
speculating because a gambler does not want to lose. He would like
to try his luck up to the last moment. We have the example of the
Mahabharata. The Pandavas went to the extent of losing their wife,
So a gambler goes on gambling. He goes on placing his bet on a
particular stock. In this process he has to pay badala charges every
week. Shri Keswaniji is laughing. |1 do not know why he is laughing.
...(Interruptions)... Yes, you don't need any education. This is how
these bulls and bears operate. All over the world, whether it is a stock
market or a metal market or a currency market, to keep these two
animals under control, i.e. bulls and bears, there is a watch-dog, What
is the duty of the watch-dog? The watch-dog is supposed to keep a
watch on the day-to-day happenings. If there is no watch-dog, what
can happen is beyond imagination. There are instances in the past
when these bulls and bears have played havoc with the country's
economy. Sir, if you remember, the Hunt brothers started buying silver
at 4 dollars 50 cent an ounce and pushed up the price to 56 dollars in
a matter of few months. In the process, the price of gold and platinum
also increased. The price was pushed up by ten times. The industrial
use of silver came to a halt. The world stock of silver was blocked in a
particular hand. That is how a crisis was created. Recently, in the Far
Eastern countries, certain big bulls played havoc with the currency
ma'ket. These countries were so trapped in their own currency
problems that some of the countries lost the value of their currency by
ten times in a matter of days. Malaysia, Indonesia, Korea, Thailand
and Philippines are the examples. Sir, rumour-mongering is another
thing which can create havoc and can help the bulls and the bears in
this market. So to keep these two animals under control, there is a
watch-dog.

Sir, in the early 90s, we had the security scam when a
particular broker manipulated the market by his operations as bull.
The Government realised that in the whole country, there was a big
hue and cry over this. Then, a parliamentary committee was
appointed to look into the matter, But, unfortunately, nothing concrete
came out of that. Certain suggestions might have been implemented
but nothing concrete was done. Again, in 1998, bulls were operating
in the case of BPL, Sterlite - the great company
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which has taken over BALCO -- and Videocon, the company which is
in the process of bidding for Indian Airlines. Their prices were rigged
by 10 times in a matter of a few days. And, at that time, our watch-dog,
SEBI, started investigations into their affairs. But, for three years,
nothing was done. Only a few days ago, | read an item in the
newspapers, that on Wednesday night, SEBI has received legal
advice as to what can be done in this particular case. For three years,
they have been sleeping. Even Kumbhkarna slept only for six months
in a year. And, he woke up when he got the call for a war against Lord
Ram. But, here, our watch-dog, our Kumbhkarna, had been sleeping
for three years, doing nothing...

SHRI SANGH PRIYA GAUTAM (Uttranchal): You have
given atypical illustration.

SHRI PREM CHAND GUPTA: | respect your cap, Sir.

Sir, in this whole process, the foreign financial institutions
have not lagged behind. | want to give an example. Alt of us have
heard about Morgan Stanley. What happened when they opened a
15-year Mutual Fund? Sir, whenever any offer is made, there is a
document which is made public showing what the intention of the
company is. It is a legal document which is to be made public. They
had stated in that legal document that they would retain Rs.300 crores
to be raised out of this Fund. A hype was created in the market. The
share application itself was sold at a price. Normally, applications are
freely available. In fact, companies spend money for distribution of
applications. But, - in this particular case, the share applications were
sold in the black market. When this Fund was offered to the public, a
hype was created and in a matter of 72 hours, they raised Rs. 1,000
crores. And, our watch-dog allowed them to retain Rs. 1,000 crores as
against the legal document, as against the announced statement of
this company, that the company would retain only Rs.300 crores. Sir,
this makes a big difference. If the subscription is for Rs.300 crores,
then, the market position is different as compared to the case when
the subscription is for Rs. 1,000 crores. So, they raised almost 40 to
50 per cent of the money as premium in the unofficial market.

There was a hue and cry all over the country. And our
watchdog, SEBI, permitted them to retain that money! No action was
taken.

Mr. Vice-chairman, Sir, | look at you and | feel very disturbed.
will try to cover ail my points quickly.
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Sir, our financial institutions also haven't remained behind.
What has happened? The financial institutions like UTI should have
been concerned with the investment in projects that were approved
by the Government or the genuine projects that were coming up by
way of expansion or modernisation or the new projects. So, their
resources should have been available to Government for emergency
use. | will give a small example. During the transitional period of Hong
Kong's transfer to China, there was a collapse of Hong Kong's stock
market because of investors losing confidence in it. The Hong Kong
Government, through the Chinese Government, through its financial
institutions, pumped in a hundred billion Hong Kong dollars in seven
days' time to buy 80% of the stock from the market and restored the
confidence of the investors. But what have our financial institutions
been doing? Our financial institutions like UTI, where public funds are
involved, have been subscribing to shares of BIFR companies at
10%, 20%, 30% or 40% of the price and they have been doing all
sorts of things to help either the bulls or the bears. | would appreciate
if the hon. Finance Minister could look into this matter.

Then, what has been the role of the media? | am sorry. But |
would be frank. | know my friends would be very unhappy with me.
The media, equally, has been a villain in this game. Everyday, in the
morning, you find tips given in newspapers as if it is a racecourse.
They suggest these tips everyday morning. On the 8" of March, in the
morning, people read one responsible English daily suggesting that
one should sell one particular share. People go by that. The next day,
on the 9" March, they suggest that the same share should be bought.
What happens? The share is sold on the 8". If the share is sold on
the 8™ for Rs.to, on the 9", the very next day, he has to buy it at Rs.
15. Such activities are not allowed anywhere. SEBI, the watch dog,
should have kept a watch on this. Unfortunately, they did not.

SHRI SANGHA PRIYA GAUTAM: The watch may be missing.

SHRI PREM CHAND GUPTA: Only the bull-dog remains.
(Time Bell) Just two minutes more, Sir. Now, the hon. Finance
Minister presented a Budget that was claimed to be a feel-good
Budget by the industry. He got nine out of ten or, | think, even ten out
of ten. My party may not agree with that. But the general impression
was that this Budget was good for industry. What happened? In two
days, the market crashed. They spoiled your pie. Who are these
people? They are the bears. | would submit that a thorough
investigation should be carried out to find out as to who were
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these people who shattered the entire financial system of the country.
This morning the stock market dropped by 300 points which means
ten per cent of the value got eroded in a matter of twenty minutes. Sir,
we are not involving politics here. Neither is we talking about any
particular interest. The point is that our financial institutions, the SEBI,
the so-called watch dog, have not performed their duties diligently.

Sir, it would be in the larger interest of the country that a
Joint Parliamentary Committee is constituted. It could then be found
as to what has gone wrong and what can be done so that this kind of
a situation does not recur. Thank you very much, Sir.

SHRI MANOJ BHATTACHARYA (West Bengal): Thank you,
Mr. Vice-Chairman, Sir. Comrade Nilotpal Basu has dealt with the
matter in detail. | don't like to go into the technical details of the
situation because the time at my disposal is short. Sir, what | want to
communicate to the Finance Minister is that he should take the
lessons from the international scenario. The path of Neoliberalism,
which he is following so vigorously, is certainly detrimental to the
economies of the nations. Sir, | have talked about this several times in
this House that this Neoliberalism entails transnattonalisation of
capital, multinationalisatlon of production and standardisation or
universalisation of taste and culture. Sir, it is known to the hon.
Finance Minister as well, perhaps, that the world over, some 600
trillion dollars are roaming around; and, out of that, only 28 trillion
dollars are used for productive activities. The rest of the amount, i.e.
572 trillion dollars, which is essentially volatile, is used for speculative
activities. It is a speculative capital. In one nation it enters, and, at the
opportune moment, it goes out and there is crunch in the share
market. What benefit can it give to industries? This speculative capital
is also known as casino capital in some countries, in Malaysia, it is
known as crony capital; in Indonesia, it is known as crony capital.
What benefit can it render to the development of industries, and how
can it ensure the development of a nation?

Sir, | would urge upon the hon. Finance Minister that the
policy he is following is the path of ominous disaster. It is a path by
which the nation's interests would be at peril. The national economy
will be demolished. These are quite evident; these are only small
symptoms. This sort of waverings in the share market are only the
minor symptoms of this. We should draw a lesson from what has
happened in the East Asian countries, what has happened in the
South East Asian countries and how their entire economies have
dwindled. Fortunately, | am told that our
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Finance Minister is a very competent person. He should have drawn
some lessons from this situation and some concrete measures should
have been taken, instead of following this path of Neoliberalism in a
blind way, | must say.

Sir, | don't like to give a long speech on this. | would conclude
with a word of caution. In this situation, the Finance Minister may say,
"Well, | don't have another alternative. At present, | don't have any
panacea in my hands." But | would urge upon the hon. Finance
Minister that he should agree on the floor of this House that a Joint
Parliamentary Committee would be constituted; and that Committee
would probe into the matter. The Members who are competent for
that, who know about the share market -- | must confess that | don't
know much about the share market -- but | understand the generals of
the economy -- should be included in that Committee. | have never
seen the share market, | have never gone there and | don't have
much knowledge about the share market. | say all these things on the
basis of my general knowledge of economics. The Government of
India should be dissuaded from the economic policy which is being
pursued by it. Sir, they should use their prudence to save the national
economy. Unless we apply our prudence, unless we apply our
wisdom, perhaps, it would be too late. It may never be possible to
correct.

Through you, Sir, | appeal to the Government of India, the
entire Union Cabinet and the hon. Finance Minister, in particular, to
reconsider the whole thing afresh. Even in the Budget, what has he
done this time? In India also, there is an" international standard
coming in, the standardisation of tastes. In England and America,
there is "Who will become a Millionaire?" Here also, it is kaun banega
karorpati. Moneymaking has been made very easy. All the TV
channels are following this. In one channel, it is Amitabh Bacchan;
and in another, it is Govinda; in yet another, it is Anupam Kher.
Everybody is in this now. You can grab easy money now, without
using your labour, without using your wisdom, without putting the right
means. That is market economy. This type of market economy is
operating now.

Sir, this time | am surprised. | am agonised. | must express
my anguish. | must express my indignation. This time, the hon.
Finance Minister has made a provision for kaun banega karorpati type
of speculative capital. The tax has been reduced! You are trying to
encourage speculative capital in this country.  That money is not
used for productive activity. This
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will not help the Government in resolving the perennial
problem of unemployment in this country.

Millions and millions of young people are languishing
because of the severe unemployment problem. Kaun banega
karorpati will not help in resolving this problem even to a minimum
extent. Sir, in the interest of the entire nation, what have you done?
You have reduced the tax so that those people can be encouraged
further. This type of activity of yours is going to encourage this sort of
bears and bulls in the share market. Unless immediate corrective
measures are taken, based on the recommendations of a Joint
Parliamentary Committee, the situation would go beyond our control. |
once again express my apprehension. | am afraid, the situation may
go out of our control. You may not be there, Mr. Yashwant Sinha, but
somebody would be there who would be presiding over the ominous
destruction of the country. Who would be held responsible for that?
Sir, | agree with the hon. Members who have expressed their serious
concern over the recent developments.

| once again urge upon the Government and the hon.
Finance Minister that he should dissuade himself from the ominous
path of disaster.

Thank you.

SHRI C. RAMACHANDRAIAH (Andhra Pradesh): Thank you,
Sir, for allowing me to speak. Sir, as the hon. Members have said, this
is the biggest scam in the stock market. In spite of the earlier scams, it
is very unfortunate that we could not introduce effective measures to
protect the interests of the small investors. At least, they should have
tried to ensure that there is no room for such transactions. Sir, it is
true that bulls and bears would be there in the stock market, and they
are prone to manipulate things, as long as the regulatory system is
very weak. But Government, or its agencies, should not admit such
manipulations. That is what is happening now. See the case of private
banks. Charged with the ambition of making more profits, they are
prepared to advance money at a higher margin for equities or stock
brokers. Naturally, the forward transactions are taking place in every
stock market. So, in this process the banks which are very eager to
earn profits and build up their net worth, unscrupulously have been
advancing to stock brokers without verifying their credentials. Sir, we
have the experience of the Harshad Mehta case. It was a multi-million
scam. There was rigging in Videocon's shares also. An inquiry was
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3.00 P.M.

ordered. But reports are lying in the cold storage. No
recommendation is being implemented with sincerity in this country.
Sir, 1 will quote one example from the recent Budget. This has been
quoted by many -other hon. Members also. Virtually, the small
investor in this country is driven to the stock market, to the primary
market. Sir, they are gullible people. Even the so-called very big
economists or qualified Chartered Accountants are unable to assess
the prospects of a company and the real worth of a company. It is
very difficult for them to assess a company's net worth in order to
make their investment judiciously. They are virtually being driven to
mutual funds. Everybody is aware of the story of the mutual funds in
this country. The biggest mutual fund, the UTI, is not in sound health.
Sometimes the Government announces that it is behind the company
to refurbish the confidence of the investors. We know the case of the
US64 scheme. The point | am trying to put forth here is this. | do not
support the demand for a JPC. The Government should have an
exhaustive machinery. They should appoint a committee of experts to
study the deficiencies in the system and make recommendations. The
Government should try to implement those recommendations
sincerely so that in future such things do not take place.

Sir, now | come to the role of the SEBI. It always barks but will
never bite. The Government has to give more teeth to it. We know its
place in the market. Everybody is aware of it. Everybody knows that
the SEBI is very weak and it does not have any control over there. Sir,
the funniest thing is that except the National Stock Exchange, it is
virtually the brokers' raj which is prevailing. They have 140-years old
hegemony in the stock exchange. Sir, why should we have such
institutions which are being marred by these brokers? The brokers are
elected as the office- bearers. They have the privilege of getting the
inside information which they use for their own advantage. So, this is
what has happened recently. Sir, | have one more thing to say. Sir, in
this entire process the foreign institutional investors are the greatest
beneficiaries. You see now the prices have gone down. Therefore,
they have entered the market and have started purchasing shares.
Sir, in this process the disadvantage is this. Sir, the Finance Ministry
has announced so many measures for attracting investment.
Ultimately, the foreign institutional investors are coming to purchase
the existing equity of the existing companies. They are not coming to
the grey areas. This is the greatest danger that this country is
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facing. This has to be taken note of. Sir, the Finance Minister has
reduced the rate of interest on the small savings. Sir, logically he can
say that he has done so because he has reduced the lending rate
also and he is constrained to do it. Sir, it seems that he has done it to
reduce his fiscal deficit because the Government is the biggest
borrower in this country. So, that will be the greatest advantage to the
Government. Maybe, some paltry advantage will be there to the
proposed investments that can be made in the industry. But.
ultimately, what is happening? You are trying to adopt the systems
that are in vogue in the developed and the Western countries. When
you want to do it, do it in toto; not piecemeal. The systems that are
prevailing, the atmosphere that is prevailing in the developed
countries, are entirely different. This country has got the least security
net. You have reduced the rate of interest. Here, there is no health
security. Here, there is no old age pension. And, there is no other
social security system here. Just because it has been reduced in
other countries, you are adopting the same, when the conditions are
not identical here. So, | request the hon. Finance Minister that he
should keep this in mind. If you want to adopt the conditions that are
prevailing in other countries, which you have followed, you do it in
toto, but culling out one aspect and adopting that here will not work in
this economy. (Time-bell) I will conclude. | would not take much time
of the House.

Sir, the biggest mutual fund is the UTI. The UTI is being made
to acquire the assets of the PSUs! So, ultimately, the UTI has got the
peoples' money and the Government always tries to organise things in
such a way that whenever it wants to acquire the shares of weak
PSUs, it will pump the funds of the UTI. This is not for the first time
that the Government is interfering in the UTI. | can quote an example
of even 1998. At that time, it was me who spoke on the subject that
the Government had tried to dispose of the shares of the ITDC which
were owned by the UTI, Of course, eventually, that proposal was
shelved. So, what | am trying to say is, you do not try to abet. | am
sorry to use this word. Let the things take its own course. And,
ultimately, the value of the shares has to be decided on the profit-
making capacity of a company and on its intrinsic worth and not by the
encouragement given by the Government in one way or the other.
This is a very unfortunate situation. The entire stock market is in the
dolldrum. This is to be taken care of. Even the hon. Finance Minister's
statement has not infused much confidence in the investors.
Ultimately, this is going to have an adverse impact on the investors of
the country. So, there should be utmost surveillance, utmost
transparency, and there
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has to be a deterrent punishment for the guilty. These are the things
which will dispel the apprehensions in the minds of the small
investors. So, the Government has to take it very seriously and try to
solve this problem. Thank you.

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI): There are
eight additional names. | request the hon. Members to be brief. Now,
Mr. R.K. Anand.

SHRI R.K. ANAND (Jharkhand): Mr. Vice-Chairman, Sir, how
many black Fridays Indian can afford to have? It is very strange that
some insiders, with the active connivance of some brokers, can hold
the country to ransom. Wealth worth several crores of rupees has
been grabbed. It has hit badly not only the investors, but it has also
shaken their confidence. It is a matter of common knowledge that the
broker involved in it is an accused in the 1992 case, and that case is
still pending before the High Court of Mumbai. The statement made
by the hon. Finance Minister makes a reference to the SEBI getting
information about the stock prices being manipulated. When the
prices are being hiked, everybody knows in the market that a share
worth Rs. 8 is being hiked to the extent of Rs. 3,000. Can anyone
believe that the regulatory authority does not have the information
about the hike and the price manipulation? Sir, either the authorities
are incompetent or are negligent or are conniving with the office-
bearers of the stock exchange and with the brokers. In either case
they are negligent or conniving with somebody, there will always be
an unlawful gain to somebody and unlawful loss to somebody.

So, a criminal case under Section 420 of the IPC is made out
against them. We talk of the nexus. It is a matter of common
knowledge that the brokers have got a close and notorious nexus with
the officials of the Stock Exchange as well as the promoters of the
companies. The taperecording which has been produced in the
newspapers today clearly reveals that the officials of the SEBI are
also involved. They have not learnt any lesson from the past. In 1998
also, there was a price rigging in regard to three companies. One of
the companies was Sterlite, which was involved in the BALCO deal.
At that time, the President of the Bombay Stock Exchange was asked
to resign. But what was the result of the inquiry? Now it is 2001 but, till
today, no action has been taken against any of the officials. The
Government of India has made the regulation under the SEBI Act. It
also laid down the Code of Conduct for the stock-brokers. One of the
Code of Conducts is about manipulation, which says a stock-
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broker shall not indulge in manipulative, fraudulent or disruptive
transactions or schemes or spread rumours with a view to distorting
market equilibrium or make personal gains.' If this is the situation, it
confers power, under Rule 26, for suspension and cancellation of the
license of the stock- broker. But it is strange that since 1992, till today,
i.e. 2001, and especially after the 1998 episode, the license of that
broker has not been suspended. He was allowed to continue in the
market and he is still operating.

Another aspect | would like to touch is, the role of the RBI.
Last year, the RBI took the decision of allowing pledging of shares
and, in turn, availing the facility of loans. It has widely contributed to
the present state of affairs. In India, all the time, the banks are
involved in the scams. In the year 1992, the Canara Bank was
involved, and, now. again, in the year 2000, one of the private banks
is involved. In no part of the world, the banks are involved in such kind
of scams. We have been given to understand that the New York
Branch of the State Bank of India was raided by the FBI on 7"
February, 20Q1 for money- laundering. We would like the Minister of
Finance to throw some light on the raid conducted on the New York
Branch of the State Bank £f India, on 7" February, 2001. You will
have to go to the root-cause of the present problem. In India, only
probes are conducted. The solution lies in identifying the price
manipulations and giving them immediate exemplary punishment.
That is possible only if we have a better, comprehensive, regulatory
framework. We should give the market regulators enforcement
powers. The Indian regulators hardly have any infrastructure to
monitor the transactions on an on-going basis. We should take a
lesson from the NASDAQ, where every transaction is tested sixty
times. Whenever a computer detects something unusual, it gives a
warning, the transaction is investigated by an analyst and the report is
submitted. It is high time immediate action is taken against the people
who have taken out sensitive price information from the stock
exchanges. | propose that a JPC should be constituted and the report
should be submitted to Parliament within a proper time-frame.
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SHRI KAPIL SIBAL: Mr. Vice-Chairman, Sir, |. have listened
with rapt attention to all my colleagues. | am not going to repeat what
has already been said by the hon. Members of this House. However, |
will start with some figures. | will try to place before the hon. Members
of this House and before the hon. Finance Minister as to what, | think,
is the genesis of this crisis. Sir, you are aware that the stock Index
was 6400 some time ago and as of yesterday, it was 3557. At that
time when the index was 6400, the market capitalisation was Rs.
16,00,000 crores. When it has dropped to 3757, the capitalisation is
Rs. 9,00,000 crores. There has, therefore, been a loss of national
wealth to the extent of Rs. 7,00,000 crores. The second fact that |
want to place for the consideration of the hon. Finance Minister is that
between the period 1% January, 2001 and 10" March, 2001 there was a
buying spree. In fact, stock worth Rs. 1,500 crores was purchased
during this period. There was a lot of money coming in from Flis.
Yet, the market was falling. The reason was that
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there was unlimited availability of stock. Sir. you are aware of the fact
that there is a concept of stock lending in this country. There are only
two stock lending institutions in this country. One is the Stock Lending
Corporation of India which is cogtrolled by SEBI. And the second is
the Deutsch Bank. These are only two stock lending institutions.
These are the only two institutions which'actually fulfil the prescribed
norms. The reason why the concept of stock lending was adopted in
India is that ever since the market was opened in 1994, when the
international players started playing in the Indian market, when the
stock was on paper -- it was not an electronic stock -- at that point of
time, when multinationals wanted to buy the stock, there was always
a shortfall. Jn other words, because of the problem of paper stock,
there was free trade. It was, therefore, decided that we should
become an international player. And to avoid that free trade, we
allowed a broker to take the stock from the market. Supposing | am a
seller and | want to sell the stock. Actually, | want to sell 100 scrips.
But | have only 90 scrips; | am 10 short. | can go and pick it up from
somwhere else and then it can be refurbished later. This was allowed
only to check free trade. But what started happening in the Indian
stock market, and why short-selling led to this crisis, was that people
started short-selling the stock to bring the value down, for reasons |
don't want to go into. But from where did they get the stock? The
Stock Holding Corporation of India lent them that stock. Why does the
Stock Holding Corporation of India lend that stock? It is because they
get a commission on it. So, what happened was that short-selling
was, in fact, given impetus to by the St*ck Holding Corporation of
India. And huge stocks that were held by the Stock Holding
Corporation of India were lent to brokers for the purposes of short-
selling so that they could bring down the market. The Stock Holding
Corporation didn't bother because they were getting commission. But
the value of their own stocks was going down. They didn't realise that
the national wealth was going down. Their own stocks, which were
Rs. 400 came down to Rs. 100, even though they got a commission
out of it. That is the real reason for this crisis. Now, what are these
stocks that we are talking about? These stocks are of financial
institutions' because the Stock Holding Corporation of India holds the
stocks of the LIC, the GIC, the New India Assurance Limited, the
United Insurance, the National Insurance Corporation, and so on.
These are the stocks that were off-loaded. Now, three questions
arise. This cannot be done because the stock brokers are only small
players in the market. The stock brokers make money. But who are
the big players in the market? No
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stock broker can make money unless he is backed by financial
institutions, unless he is backed by big players who have big stocks.
That is where the problem is. There is a conspiracy, at a given point
of time, - | am not talking of this transaction; it applies to bulls also -¢
between the stock broker, the institution and, unfortunately, the
regulatory authority, whose nominees are on the Board of the
Bombay stock exchange. Therefore, | request the hon. Finance
Minister to first ascertain, what is the extent of the erosion of national
wealth that has taken place. On Black Friday alone, the erosion was
to the tune of Rs.3,000 crores to Rs.3,500 crores. It is a matter of
national concern. It is not a political issue. The next thing tha,t | would
like the hon. Finance Minister to find out is. who the parties are who
gave it because the stock broker cannot do this alone unless he has
stocks to lend. And he can only get stocks lent through big players in
the market. Who were the big players who were lending the stock?
The third question is: Who were the various market intermediaries that
were conspiring in this enterprise? | would request the hon. Finance
Minister to look into this matter because this is the reason for this
crisis. Now, another fact that | would like to bring to the notice of the
hon. Finance Minister is that the Bombay Stock Exchange has certain
rules and regulations under which brokers themselves, -- this has
been pointed out even by Amar Singhji and others -- try to become
office-bearers of the Association, and this is not something that was
not unknown. This was known to the Government. And these brokers
also, as per the rules of the stock exchange, are entitled to set up
committees. Under the board of 4he stock exchange, committees are
entitled to be set up. One such committee was set up under rule 120
and this is a very important issue that | would like to bring to the
notice of the hon. Finance Minister. Under ruie 120 of the bye-laws
and regulations of the stock exchange of Mumbai, where the
governing board is empowered to appoint sub-committees, one such
sub-committee was appointed and this sub-committee was appointed
at a meeting of the governing board on the 25" of May, 2000, which
took a unanimous decision to advise and assist the administration In
improving the surveillance system of the exchange. That sub-
committee was not appointed for the purposes of finding out on-line
as to what kind of trading was taking place. The members of that
exchange included a nominee of SEBI, It included a Government
nominee who was a public representative, apart from the brokers.
What happened? Instead of suggesting and advising the
administration on improving the surveillance system, they started
participating in the surveillance system and they started participating
in the
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presence of the people who were not members of the sub-committee.
| don't have to tell you, Sir. You are aware of the tape-recording that
has now been published on the Internet itself by CNBC. And the then
President of the Bombay Stock Exchange was ringing up the
employee of BSE and asking for the Chief of Surveillance, wanting to
find out from him in which stocks which public institutions were
investing. That was the point that | was making earlier -- that the
reason why stock brokers are able to make it good, either in the bull
market or in the bear market, is because there is active connivance of
large entities that hold large stocks. He was finding out which were
the public institutions investing in which stocks so that you could start
short-selling all those stocks without having the stock with you,
knowing full well that you would be able to get that stock from the
Stockholder Corporation of India, whichever stock you were selling.
The Deutsche Bank of India is not involved in it. The result was that
the entire market fell. It is not a question of free-play. There is no such
thing as free-play in the Indian stock market. The reason is simple.
Unlike Western stock markets, where individuals have a share in the
stock market, where ordinary individuals in the middle class have a
share in the stock market -- and it Is widely held -- we do not have that
kind of a situation here in India. Therefore, this cannot happen in
India, unless it is with the connivance of the institutions and the
connivance of the big players. So, | request the hon. Finance Minister
to conduct a thorough inquiry into this matter and find out who the
persons are that are involved in this and what is the extent of the
national loss in wealth that has taken place. The hon. Finance
Minister has laid a statement on the Table of the House in which an
impression Is sought to be created as if whaj happened in NASDAQ
happened here and, so, there is nothing wrong with it. But, Sir, there
is a difference. There is a basic difference and you know it. The hon.
Finance Minister knows it. In NASDAQ, 60% of the stocks are
information technology stocks, whereas in the Bombay Stock
Exchange only 16% of the stocks are information technology stocks.
So, you cannot say, what happens there is bound to happen here
because 84% of the stocks at the Bombay Stock Exchange are not
information technology stocks. Therefore, it is not as simple, as this
that the world market is going down and, therefore, our stocks are
going down. | request the hon. Finance Minister to reconsider this.
And the idea is not political, that you should have a large inquiry,
whether it is JPC or anything else. We are concerned with the Joss of
national wealth. So, the idea is to get into the bottom of this. Whoever
it is, whether it is a bull or a bear, it really does, not matter,
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Sir, the next point that | want to make is. there is also
something wrong in the stock market moving to 6400. If it has fallen to
3757, where was the occasion for it to reach 6400? There comes the
story of the bulfs. Imagine, Sir. in the bear stock market what
happens? A person sells the share and if the stock is falling, then
what you do is. at a later point in time, if you have sold it for 100. six
days later, that stock is 40, you can buy it for 40, and make sixty
rupees overnight. Who makes those sixty rupees? Not the ordinary
investor, because the ordinary investor does not know how the
market is being manipulated. It is the broker who makes the sixty
rupees. When you come to the other side of the picture, it is the bull
who makes the money. Why? Because he buys long-term. Here, the
bear sells short-term and the bull buys long-term. When the bull buys
long-term, -the market rises. He buys at 50. But the problem is, the
bull can't buy till he has the money, and no individual can have 300,
400, 500, 600 crores to manipulate the market. So, where does the
bull get the money from?

The bear gets the stock from the Stock-holding Corporation of
India, but the bull has to have the money to buy. Where did he get the
money from? That is where the other players come in, whether it is
Global Trust or it is a financial institution or it is a bank lending. These
big piayers give the money to the bull to buy long-term. They also
make money in the process because they also have stock in their
hands. So, what they do is, they lend it to the bull; the bull buys long-
term, buys at 50, and when the market goes to 100, sells it, dumps it
at 100; makes that fifty rupees. The crisis arose there because the
bull who was buying, had reached the saturation point. The bull who
was buying was raided by the income-tax authorities; the bull who
was buying was said to owe Rs. 280 « 300 crores to the Income-tax
Qepartment. The bull who was buying had to cut a cheque for Rs.26
crores to buy peace. Then, what happened? The market realised that
the bull had no more money. So, let us dump his stocks. Global Trust
realised that 'look we can't go with the bull anymore. We have lent
him a lot of money; we can't go with the bull anymore." So, they
started demanding collateral from the bull. What was the result?
When these stocks started going down, the stocks' selling started.
That is how the whole scenario has come about where we see the
ordinary middle class, the lower middle class person who has put his
savings, his life savings, in the stocks, not knowing when to sell and
when to buy. And the loss of national wealth is not the loss of the
brokers, as much as itis the
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loss of those who have nothing more to survive with. That is what the
Government has to be concerned about. | request the hon. Finance
Minister. As | said, this is not a political issue. Now, who is conducting
this inquiry? May | say the person who is conducting this inquiry is
one Mr. Reddy, Chief of Surveillance? He belongs to the Stock
Exchange himself.

SHRI PREM CHAND GUPTA: He is a party.

SHRI KAPIL SIBAL: He is a party, and he is conducting the
inquiry. Even if you were to give this inquiry to the SEBI, the question
will arise; the SEBI's representative knew, because he was the
nominee on the Board of the Stock Exchange, as to what was
happening. If the SEBi nominee knew, somewhere else, the SEBI
authorities also»knew as to what was happening. So, how can the
SEBI conduct the inquiry? Now, | am not saying, give it to the CBI. It
is not my case. But. surely, give it to a responsible person who is
sufficiently distanced from the transaction.

That responsible person can be someone whom you can tell
us about when you respond to our queries. But, surely, this kind of
inquiry would not muster confidence, not only amongst the Members
of this House, but also among the general public.

Sir, the last point | wish to make is, this kind of rumour-
mongering should not be allowed; the SEBI must be given teeth in
this regard. In fact. the SEBI conducted an inquiry; the role of media
was also commented upon, because, every morning, as Amar Singhji
pointed out, you see, on some channels, there would be comments
on which would be the best stock to buy. Ultimately, the SEBI held a
meeting and said that whoever goes to these channels, must disclose
his interest in that particular stock. The person giving the investment
advice shall be required to disclose, in the media in which the
recommendation is being made, whether he or the employer firm has
long or short position in that security. This decision was taken by the
SEBI on February 1. 2001. Yet, it has not been implemented.

Further, the intermediaries must ensure that when a
representative of the intermediary is giving a public investment
advice, such an advice must invariably be accompanied by the
disclosure mentioned above. Not implemented yet. This is causing
havoc in the market. Whenever there is a rumour, what is the position
of SEBI? It must quell this rumour. If there is a rumour that some
mafia money has gone into the stock market, the
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SEBI must investigate it overnight. Otherwise, the ordinary investor
would suffer. The SEBI must make a statement that its preliminary
inquiry found this or that, whether it is right or wrong. The problem is-I
don't say, everybody--certain individuals and certain individuals and
certain institutions. when they get together and start manipulating the
stock market, it is then the crisis arises. This crisis is peculiar to India.
It is not even a crisis akin to the 1992 stock market crisis, because, in
that crisis, money was borrowed for one purpose but invested in the
stock market for an entirely different purpose. That is not what has
happened over here.

What has happened here is a systematic institutional failure,
in which the individuals in the institutions and the stock brokers are
coconspirators. |, therefore, urge the hon. Finance Minister to took
into this aspect of the matter and help this House, hejp the people of
this country, to ensure that this kind of depletion of national wealth is
not repeated in the future.

Thank you.

SHRI R. MARGABANDU (Tamil Nadu): Sir, in the present-
day situation, there is no money circulation among the common
people. The banks do not lend money. Even if they lend, that would
not be recovered, since the industries which borrowed the money are
not able to compete in the global market. As a result, the industries
are becoming sick; they are not able to survive. Sir, in this position
which is prevailing in the country now. the poor is becoming poorer
and the rich is becoming richer.

Sir, the entire Budget is dependent on borrowings and
disinvestment. It is a sorry state of affairs that, out of every one rupee
of the Budget, 27 paise is borrowed from other countries and 28 paise
is paid by way of interest towards the loan borrowed. This being the
Case, how can the nation be saved? Sir, today, the SEB! has
restrained all the broker-members and directors from acting as
members of the Board of the BSE.

The broker member Directors of the BSE doctored the market
which resulted in this stock exchange crisis. The SEBI should act
immediately and safeguard the interests of the investors and also
ensure the stability and development of the securities market. Sir,
yesterday the sensex crashed by 114 points and today it has crashed
by 300 points. It also crashed on the post-Budget day. The reasons
for this crash should be investigated properly by the SEBI authorities
and by the CCEA. Keeping in view this sensex crash, the Government
should take steps to show good
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signals to the foreign as well as the Indian investors by booking the
culprits who doctored or manipulated the BSE market. The
Government should also take immediate steps to solve the payment
crisis. The BSE should prove that the rtiarkets are safe for the
investors. Sir. | request that the broker member Directors who have
been restrained by the BSE should be investigated into thoroughly.
The possibility of pumping of black money and taking away of money
by manipulation should be investigated thoroughly. | request that a
Joint Parliamentary Committee should be appoinfed immediately to
probe into this matter so that the investors are saved. Thank you,

Sir.
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b STET IR 39 X8 b blcTel ) 31 Heb | T=IaTe |

SHRI S. VIDUTHALAI VIRUMBI (Tamil Nadu); Mr. Vice-
Chairman, Sir, since morning, hon. Members from both sides have
been expressing their concern over the volatility of the stock market
which is unprecedented in India. Sir, both sides have said that they
have given their opinion only to strengthen healthy business in the
stock market. Like the Kargil stand-off, this is also one of the national
issues. Whenever national issues are debated in this august House,
we find that there is unanimity in the thinking and this is what is called
democracy, which we are having in our count I'y. Sir, | do not want to
go through or repeat what the other hon. Members have already
expressed. The stock exchange episode came to light on 2" March,
2001, when the Sensex declined by 176 points. Then onIX the SEBI
woke up and tried to find out the reasons for that. After 5" of March,
they decided to take some action. Sir, | do not want to go into the
intricacies of what happened in the transactions, but, at the same
time, | want to say that this type of manipulation should not take place
hereafter, for which the Government of India, i.e., the Treasury
Benches should take necessary steps.

After its meeting of 5" March, 2001, the SEBI has taken some
action, whereby the counter-party guarantee has been introduced and
the banks are allowed to provide collateral funding in the Automated
Lending Borrowing Mechanism (ALBM) as well as in the Borrowing
and Lending of Securities System (BLESS); additional margin has
been stipulated; outstanding limit has also been curtailed, etc. Sir, all
these steps have been taken subsequently, after this manipulation
came to light. | would like to quote the second paragraph of the
Statement which was made by the Finance Minister in the morning. |
quote, "While the downward movement of the Indian stock market
and its volatility have not been unusual compared to international
markets, around the beginning of March, 2001, ...," Had it been so,
these type of measures ought not to have been taken. Sir, when we
have taken these measures, we found that there are some people
who have indulged in some foul play. Sir, | feel that the message
which should go today from this august House should be to
strengthen the stock market, and set a healthy tradition in the stock
market. And, tomorrow, | feel, it will take an upward turn and the
status quo ante will be restored. Keeping that view in mind, | want to
make some submissions. Sir, | would like to quote what Ms. Dina
Mehta, the then President of the BSE said yesterday, and which
appeared in today's newspapers. | quote,
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"She pointed out that out of BSE's Rs. 2,400 crore trade guarantee
fund, Rs. 1,260 crore is in hard cash. She added that the average
liabilities of the exchange stood at around Rs. 800 crore, which meant
that even in case of a cent per cent market failure, the trade
guarantee fund would have mor. an enough to cover a default."
Therefore, Sir, | feel that default is not ng to be an issue. There won't
be any default. We are giving this inforn ,ation to the nation only to
strengthen the stock market. At the same time, Sir, the SEBI has also
taken some stringent measures. The broker Directors have been
shown the door. They are now restrained from acting as Directors.
Functional Directors, Surveillance Inspectors, have also been removed
from their place. Sir, | feel, the step regarding the trade-guarantee
fund, to provide counter-guarantee, ought to have been taken some
years before. Sir, the SEBI was constituted in 1988, in the month of
April. Now, they have got ample experience of more than a decade.
They should have visualised all these things. But since they could not
visualise all these things, | feel, they are lacking in training, and they
need further training. Sir, how has this happened? The banks have
given a total credit of Rs. 5000 crores, which is not enough. But it is
not a small amount. They say that they are giving only 60% of the
stock value as loan. They are lending it. Therefore, they are having
between Rs. 8,000 and Rs. 9,000 crores as securities for the loan
they have given. Therefore, it should not be treated as NPAs. That is
what | want to make very clear. Sir, from the bank's side, there is no
problem. It is all right. Actually, what has happened is that the bull has
purchased to the maximum extent possible. It has reached the
saturation point Then, it has to come down. When it comes down,
there is a release and the prices come down.

When the prices came down, the banks were alarmed. Some
panic button was pressed. The banks wanted to get the collateral
security increased. For that purpose, they pressed the people whom
they had lent money to see that their securities were increased
further. When the banks indulged in such an activity, the people who
nad stocks with them, whether they were willing or not, were
reluctantly forced to sell their shares again. This actually expedited
the process or the decline. Then, the SEBI came into the picture. The
SEBI and the Government applied some pressures. | tell you what
they did.

Sir, | quote what The Economic Times, under the caption,
"Capital
Market Arrests the Free Fall," has written today:
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"The banking sector must continue to provide funding support
to the market, and the SEBI should immediately revoke the
ban on naked short sales.*

This is a suggestion. | do not say that this is an advice.

Sir, when the banks and the RBI also intervened, they wanted
to put some sort of a brake. They wanted to give instructions
according to the commercial practice. The commercial banks also
wanted to tighten their grips over the borrowers. When it was so, what
happened was that the shareholders wanted to sell their shares even
at a distress price. Therefore, the index came down further.

The international situation is also contributing to some extent.
It has also become a factor in this. But | feel that this is not the only
thing. Some intricate play also had its own role.

At the same time, in any system and in any area, this type of
upheaval takes place. For example, in 1992, the former Prime
Minister of the UK, Mr. Major, when he was the Lord Chancellor of the
Exchequer, had actually put Britain into the bracket of the EERM. He
had integrated the British system with the European exchange market
mechanism. He thought that actually the sterling was pegged with the
mark and the DM and that no devaluation would take place. When a
journalist from The Sunday Times asked Major, when he was the
Prime Minister, "Are you going to devalue the sterling?", he stubbornly
refuted it and said, "There is no such condition." He requested the
Government of Germany to cut its interest rate as well as to devalue
the DM. But the Government of Germany refused to do so. Instead,
the Government of Germany requested Britain to devalue the sterling.
When this call was actually taken from Bonn, within hours, it had its
own effect on Britain. Between 10.30 and 19.30 hours, the same day,
that is, on the 16th of September, 1992, the British people lost 4 billion
pounds. Their regulatory system is much advanced. They have got
their own experience. Still, even Great Britain was not able to control
it. They lost nearly 4 billion sterling. Therefore, this happens in every
area and In every field. But we must take a lesson from this and see
that it does not repeat itself. We must be very careful about that.

Sir, some people say that money circulation in this country is
less. It is not so. This is a propaganda that is being made. The money
circulation is proper. If the money circulation has to be increased, it
will be
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at the cost of inflation. Actually, it is unrelated; it is not at all related
to the subject that we are dealing with.

In spite of that, if somebody has raised it, it is not proper. |
oppose it. | do not know what does the rolling settlement mean. In
case the rolling settlement is going to help in pushing the market
liquidity in the stock market, the Government may think over it. Sir, we
had a very bad experience of what happened earlier. We must come
out of it. | am not for JPC to go into it, but the Government must
decide on the mechanism, which they want to adopt to find out how
this mal-practice took place. The remedial action should be evolved in
a time-bound manner and it should be ensured that this type of
manipulation is not repeated in the country.

SHRI V.V. RAGHAVAN (Kerala): Sir, | will put straight
guestions to the hon. Minister. Sir, in the share market, about 80 per
cent are speculators and only 20 per cent are the real capital share
investors. These speculators operate with an ill-gotten bank fund.
This morning the hon. Finance Minister denied that. Ten years ago,
Harshad Mehta operated with the ill-gotten bank fund. That is an
established fact, t hope the hon. Minister will agree with me. Even
now the speculators operate with ill-gotten bank funds. It Is the
responsibility of the Ministry of Finance to scrutinise and find out how
this happens.

Sir, the RBI, the SEBI and the Ministry of Finance were in the
dock. They did not know if this crisis existed. Sir, under your very
nose, haste was shown in the GTB and UTI bank amalgamation.
These speculators operate by utilising the bank resources and cheat
the real investors. You have a great responsibility towards the small
investors. Already suicides have taken place. | am told that
psychiatrists are very busy these days. It is not a small thing. Kindly
exert all your force and utilise all your establishments and instruments
to see how these things are going on. The hon. Minister is looking at
the clock. Sir, | will be very short. It has been established that
Harshad Mehta utilised the bank funds.

In this way, speculation is going on. The norms of the
Reserve Bank of India are being violated. | don't say, the SEBI has
purchased to influence. Alt the controlling agencies are influenced by
these speculators. That is how things are going on. So, in the Interest
of the genuine investors, do some drastic thing. Thank you.

SHRI YASHWANT SINHA ; Mr. Vice-Chairman, Sir, | am
extremely grateful to all the hon. Members who have participated in
the debate,
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particularly, to the hon. Leader of the Opposition who initially drew
my attention to this issue.

Sir, you may recall that | had made a statement in the
beginning which clearly states that an inquiry was on and that the
Government will not allow anyone who is guilty of manipulating
markets to go scot-free. The guilty will be certainly punished. But |
must hasten to add that what we are looking at is not the decline in
the share prices. As far as | am concerned, that is not a matter of
concern. What we are looking at is the issue of manipulation, if there
is any.

| must express my gratitude to the hon. Members because
many of them have added to my inadequate knowledge on the
functioning of the stock market; and | am richer by that knowledge,
after this debate. But | must make it clear that speculation in the stock
market is not a crime. It is permitted the world over. Making profits in
the stock market is not a crime. People are there for making profits.
So, prices will fluctuate. Prices will go up and down. People will make
money. Some people will lose money. They are in this game because
they like to play it. Those of us who do not like to play this game, do
not invest their money in the stock market.

SHRI V.V. RAGHAVAN: My complaint was, they were using
the public money.

SHRI YASHWANT SINHA: t will come to your complaint. You
were the last and most distinguished speaker. How can | forget what
ypu have said? It will continue to ring in my mind until | finish.

Here, | am talking about the point which has been made by
various hon. speakers, including Mr. Kapil Sibal, about the loss of
national wealth. | would like to refer to the point which | had made in
my statement, which has been contested by various friends here,
including Mr. Nilotpal Basu, that we cannot really make a comparison
with what is happening "internationally. | have here, in my hand, a
copy of the Economist of London of io" March; and it is worth quoting.
Therefore, | quote;

"We ask all our readers to observe one minute silence on loth
March to mark the first anniversary of the NASDAQ peak.
Over the past year, this index, once the beacon of America's
new economy, has tumbled by 55 per cent. = America's
broadest stock
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market index has lost more than 20 per cent of its value.
Markets around the world are now, on an average, at least,
i/5 below last year's peak, as share prices have tumbled from
Tokyo to Frankfurt, Sao Paulo to Seoul...

Over the past year, around four trillion US dollars has been
wiped off the value of American shares alone, a sum equivalent to 40
per cent of the country's GDP." | am quoting this in order to
emphasise the point that over the last 12 months, the stock markets
the world over have lost; the world over. If anyone were to say that it
is a peculiar phenomenon associated only with the Indian market,
then, | will most humbly beg to differ. Sir, as | have already quoted,
the Japanese market is down by 50 per cent, the Korean market is
down by 40 per cent, the Taiwanese market is down by 55 per cent
and the German market is down by 71 per cent. Now, we were talking
about the market cap, the total market cap, capitalisation. On 31
March, 1999, the market capitalisation was Rs. 5,45,361 crores; on
31% March, 2000, it was Rs. 9,12,842 crores. When it went up from
Rs. 5,45,361 crores to Rs. 9,12,482 crores, whose gain was it? if we
are so concerned about the loss, we should also look at the gain. On
20™ February this year, it was Rs. 7,16,172 crores. On 12" March, it
was Rs. 6,09,763 crores. It would have gone down further today
because the market was declining. But, as Ramdas Agarwalji has
pointed out, this is a notional loss. If | am holding a share and the
value has gone down, | will realise the diminished value, if | go and
dispose of the share. If | hold on in the hope that the market will climb
in future, and if the market does climb, then | am not going to lose.
Therefore, let us not associate this with the loss of national wealth.
National wealth, in terms of stock market, will go up and go down.
That is what the stock market is all about. If we are restless at the
thought of national loss of wealth in the stock market, | am afraid that
is not the way to look at it.

Sir, | would like to begin with the role of SEBI because this is
an issue which has been raised repeatedly. Specially, the hon. Leader
of the Opposition asked why the SEBI did wake up only around the
first week of March, the beginning of March. Sir, this is a calling-
attention notice. My attention has been called to the immediate event
of decline, fluctuation and manipulation in the stock market now. |
could have gone into the history. | could have begun from 1992. But
that is not the purpose of this calling-attention. The purpose of this
calling-attention is what is happening in the stock market now.
Therefore, | talked about the beginning of March. If we
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were to go into the past, then, tet me tell you that share prices have
gone up and down. At times, they have also been manipulated. And at
such times, whenever it had been brought to the notice of the SEBI or
it had come to the SEBI's notice, suo motu, they had taken a number
of steps. They were saying, why we were worried only about the
decline in the market. They were worried when the market had gone
up to 6100 in February, 2000. They were concerned as to what was
happening. So, it is not that we are concerned only when the market is
going down and we are not concerned when the market is going up. |
have Uere a whole list of initiatives which have been taken by the
SEBI over a period of time, mechanisms for risk contain merit, both
when the markets have gone up and when the markets have gone
down. It has been a continuous process of improvement every time
because we have been learning as we have been going along. It is
only that the instruments that we use when we are dealing with a
declining market are different from the instruments that we use when
we are dealing with a rising market. They are different.

And so, different instruments have been usued by SEBI, from
time to time. | would not like to take the time of the House in pointing
out the various steps which SEBI has taken. But, okay, if some
illustration has to be given. Let me point out some measures. When
was the market surveillance division set up in SEBI? It was set up in
July 1995, and the primary responsibility of market surveillance has
been entrusted to stock exchanges, under the overall direction of
SEBI. Now, some of the surveillance systems and risk containment
measures, that have been put in place, are briefly given below: -

Risk containment measures, in the form of elaborate
margining system and linking intra-trading limits and exposure limits to
capital adequacy; daily price checks to curb abnormal price behaviour
and volitility, reporting by stock exchanges through periodic and
event-driven reports, inspection of intermediaries, suspension of
trading in scrips to prevent market manipulations, formulation of inter-
exchange market surveillance group for prompt, interactive and
effective decision-making on surveillance issues™and coordination
between stock exchanges, suspension of trading in scrips to prevent
market manipulations, implementation of Online Automated
Surveillance System, the stock watch system at the stock exchanges.
Now, Sir, mark to market, base capital, additional capital, implemental
carry forward margin, payment margin by clients, volitility margin, price
in bank, margining of institutional trade surveillance cells of stock
exchanges, are all
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these steps which have been taken by SEBI, from time to time, in
order to prevent undue volatility and manipulation of the stock
exchanges. Sir. An issue was raised of the 1998 price manipulation of
Videocon, ¢ Sterlite and BPL. It is not that SEBI has not acted. SEBI
conducted an inquiry. It was as a result of the findings of that inquiry
that the then President of the Bombay Stock Exchange was asked to
resign, and he had to leave. The Executive Director had to leave
because of the findings of the SEBI. A number of stock brokers, who
had indulged in manipulations, were suspended for two to three years
by the SEBI, and at the moment also, this case is going on, because
we must realise that SEBI is a market regulator, and SEBI also has a
guasi-judicial role. When SEBI assumes that quasi-judicial role, we do
not interfere, the Government will not interfere, nobody will interfere.
That is a quasi-judicial role, where the judicial system takes over, the
law of the land takes over, and whoever is arrayed before SEBI, if he
wants to ask for information, if he wants to look at documents, SEBI,
in the quasi-judicial role, is obliged under the law, to make that
available, and therefore, in respect of some of the players, if there is
an impression that action has not been taken, it is only on account of
the fact that SEBI is conducting these inquiries in its quasi-judicial
capacity, and there is a certain due process of law, which has to be
followed, and that is being done by the SEBI, and therefore, the
guestion that SEBI has not acted, the question that SEBI is sitting
over the inquiry of 1998, | am afraid, is not correct.

DR. MANMOHAN SINGH: Mr. Minister, is it true that only
recently, SEBI has begun hearing of cases? When did SEBI begin
hearing of cases of 19987 All | want to impress upon you is, we are
operating a market which is internationally integrated. If you think that
three years' time is inadequate to deal with this issue, then we should
close our market to the international players.

| don't think the markets elsewhere will tolerate a system that
cannot bring the culprits to book for three years. This is the concern.
We are not interested in apportioning the blame. This is the concern |
wish to convey to you in all seriousness.

SHRI YASHWANT SINHA: Sir, with great respect to the hon.
Leader of the Opposition, | would like to say that the functioning of the
SEBI is governed by a law, the SEBI acts under the law that set up
the SEBI, the SEBI acts under the Securities and Exchange Act and
the SEBI is not allowed to do anything which will not stand judicial
scrutiny. The point
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that | am most humbly making is that, as far as the administrative
action is concerned, which included removal of the President of the
Bombay Stock Exchange, which included the removal of the then
Executive Director, which included the suspension of the brokers, all
that has been done. But when it comes to the quasi-judicial function,
we have to be within the framework of law. SE8I cannot violate its
own law. So, | am afraid | don't share....

DR. MANMOHAN SINGH: These are not effective
punishments. That is why we have this recurrent phenomenon. | think
you have a President who resigns three weeks before his term comes
to an end. If all these things are considered to be punishments, | must
say that it is this atmosphere of permissiveness which is leading to
the recurrence of these events.

SHRI YASHWANT SIN HA: Sir, | have listened to not only the
Leader of the Opposition but also to all other Members without a
single interruption.

DR. MANMOHAN SINGH: | am sorry. That was not my
intention.

SHRI YASHWANT SINHA: Sir, | most respectfully submit that
| have a train of thoughts. | should be allowed to complete what | want
to say and if there is any question that is outstanding, | will be most
willing to reply to that. There is no question on my part or on the part
of anybody in the Government of hiding anything. We have nothing to
hide. Therefore, let there be no impression that we are doing anything
in order to protect somebody, we are doing anything to drive anything
or sweep anything below the carpet. Nothing at all. 1 will be very
straight and very honest, and | say, if any malfeasance, if any
misdemeanour, comes to our notice or is brought to our notice, we
shall take the strictest possible action against him, be it a broker in
the stock-market, be it one of our institutions, be it any officials of the
SEBI. But | happen to be a member of this Government, a
responsible member of this Government, and, as Finance Minister of
this country, | cannot condemn anybody without any inquiry, without
due process of law. Most of all, | would not accept the kind of criticism
that has been levelled against SEBI and its Chairman. | personally
feel the integrity of the Chairman of the Securities and Exchange
Board of India is absolutely above board. ...(Interruptions)...

SHRI PRAFUL PATEL (Maharashtra): Nobody has accused
him. Why are you standing in judgement, when nobody has accused
the Chairman and the SEBI? ...(Interruptions)... Why are you standing
in judgement? ...(interruptions)...
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SHRI S.S. AHLUWALIA: Why are you interrupting?
...(Interruptions)...

SHRI PRAFUL PATEL: Though | had not spoken today, |
don't think | was not here for the day. Nobody has accused the
Chairman of SEBI ...(Interruptions)... Don't interrupt like this.
...(Interruptions)...

SHRI S.S. AHLUWALIA: Why are you interrupting?
...(Interruptions)...

SHRI PRAFUL PATEL: Why are you interrupting?
...(Interruptions)... Why are you interrupting? ...(Interruptions)...

SHRI S.S. AHLUWALIA: When you are interrupting the
Minister, | can also interrupt you. ...(Interruptions)...

SHRI PRAFUL PATEL: Why are you interrupting?
...(Interruptions)... Don't interrupt like this. ...(Interruptions)...

SHRI S.S. AHLUWALIA: Let the Minister reply.
...(Interruptions)...

SHRI PRAFUL PATEL: Mr. Finance Minister, nobody has
accused the SEBI Chairman. ...(Interruptions)...

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI):
Members are requested to take their seats. ...(Interruptions)...

SHRI PRAFUL PATEL: Nobody has accused the SEBI
Chairman. ...(Interruptions)... | have not heard a single person
accusing the SEBI Chairman. ...(Interruptions)...

SHRI S.S. AHLUWALIA: Without an inquiry, how can you
form such an opinion? ...(Interruptions)... How can you do it?
...(Interruptions)...

THE VICE-CHAIRMAN: Members, please take your seats.

sft AlEFE MM WM (SR USE): &1 BRIEl Udl S|
B17...(FIH)...

SHRI YASHWANT SIN HA: The SEBI's role has been
questioned in this House. ...(Interruptions)...

SHRI PRAFUL PATEL: It is the SEBI's role, not the
Chairman's misdemeanour or his integrity. ...(Interruptions)...

SHRI YASHWANT SINHA: No, it is very clear.
...(Interruptions)... A lot of things have been said. | am prepared to go
into the record and point out all the remarks that have been made
against the SEBI. When you make remarks against the SEBI, how
can the SEBI Chairman not be responsible for it?
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5.00 P.M.

Can you say that the Chairman of SEBI is a different entity?
...(Interruptions)...

SHRI PRAFUL PATEL: Mr. Finance Minister, you did mention
...(Interruptions)... | am only making a point. | am only helping him.

THE VICE-CHAIRMAN (SHRI SURESH PACHOURY): But is
he yielding?

SHRI PRAFUL PATEL: Sir, nobody here is putting anybody in
the dock. We are all trying to get to the bottom of the issue. A lot of
Members have participated in the debate. | have not spoken. But that
does not mean that | have not heard all the speakers. My point is this.
The hon. Finance Minister is saying that somebody was accusing the
Chairman of SEBI doubting his integrity and basic loyalty to the
organisation. Nobody has talked like this. ...(Interruptions)... There
may have been some allegations made...(Interruptions)... Will you let
me complete? .. .(Interruptions)...

it TrorTe g < (STR USR) : T B HETTATE ... (TFEH)...
SurTeget (3ft GRE aER) ¢ IS S, Y IfSY...(@raem). ..

it T Rig o™ o Rved 9% W €, &9 Mudl 7 <Ih
..(TALT)...
SuruTeget (sft gRe wER): 376, 317y 37U Hie R sy |

2 Frelicret o] : SIS A AT, TEAD] 9 SITQL...(FALH).... FAT
&, | ATB B ST |...(FTLH)...

4 .. TGN : U BT 2 © decidl 99 ST, &1 T8AD]
Y ST ?

IyquTead (37 R gERY): 3 ARN Bl S W @IEe I HRAT ©
I e H HRY....(FHH)...

..(TALT). .

SHRI PRAFUL PATEL: Sir, there may have been some stray
allegations here and there. ...(Interruptions)...

SHRI YASHWANT SINHA: What is the difference between
stray and non-stray? ...(Interruptions)...
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SHRI PRAFUL PATEL: Will you allow me to complete? | am
only-helping you. The Finance Minister has just now admitted that
this is an institution. There are certain mechanisms. These are
problems or failure of the system which have led to this problem. The
Finance Minister or the Ministry itself has no direct role. SEBI is a
regulator. If there are some problems, if some problems have been
attributed to the lack of SEBI's interest in taking timefy action, why is
it being construed that the Members are accusing SEBI or the
Chairman of SEBI? That is all | am trying to say. We are not accusing
the Finance Ministry or the Finance Minister or the Chairman of SEBI
for any instance which has taken place in the stock market. We are
only trying to say that SEBI has failed in its responsibility of acting as
a regulator.

SHRI YASHWANT SINHA: Sir, we tend to forget things
quickly. Our memory is short. It was asked in the debate in this
House, "When was clearance given to the Global Trust Bank? Who
was the Deputy Governor of the Reserve Bank of India at that point of
time?" ...(Interruptions)...

SHRI NILOTPAL BASU: Sir, | soecMasti...(Interruptions)...

SHRI YASHWANT SINHA: Sir, ...(Interruptions)... Sir, how
can | be interrupted like this? ...(Interruptions)...

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI): Let
him reply to your queries. ...(Interruptions)...

SHRI YASHWANT SINHA: Sir, | have listened to all the
speakers. Now everybody is jumping up. ...(Interruptions)... Let me
come out with these facts. ...(Interruptions)...

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI): The
Minister Is capable enough to reply. ...(Interruptions)...
SHRI NILOTPAL BASU: Don't put words in my mouth.

SHRI YASHWANT SINHA- | am not putting words In your
mouth.

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI):Mr.
Basu, please take your seat.

SHRI YASHWANT SINHA: Sir, they put this question, "When
was the Global Trust Bank set up? How permission was given ta the
Global Trust Bank?" Sir, | have collected this information. In
principle, the
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clearance for setting up the Global Trust Bank was given on is"

September, 1993. The license was given on 6™ September 1994. At
that time, the Deputy Governor of the Reserve Bank of India was Shri
D. R. Mehta, who happens to be the Chairman of SEBI today. Then
an issue was raised about the Vysya Bank, not Vaish Bank. The
Vysya Bank was not involved in the securities scam in 1992 and none
of the deals of Harshad Mehta was through this bank. That, | hope,
clears the air... (Interruptions)...

SHRI NILOTPAL BASU: They didn't pay up...

SHRI YASHWANT SINHA: Sir, if | have to reply to every
statement that | am making, if | have to justify every statement that |
am making, ...(Interruptions)...

SHRI NILOTPAL BASU: He is misleading...

SHRI YASHWANT SINHA: You have misled the House and |
am clearing the air. That is what | am doing. | am putting the truth
before the nation, through this House. And, it became important for
me to raise the issue of the integrity of the SEBI Chairman because
his integrity has been called in question. When | am the Minister of
Finance, it is my duty to protect the Chairman of the SEBI and say
that he is not the guilty person. Let us not hang people when they are
not guilty. Shri Nilotpal Basu also made a point as to why we should
compare our market with the NASDAQ and others. | mentioned to him
that Microsoft, CISCO, IBM, Intel, Sun Microsoft Systems, are all well-
known names of IT companies of the U.S. and all their stock prices
have come down. It is not merely the prices of some bubble dot.com.
companies which have come down. No market will go down in the
manner in which the markets have gone down the world over if only a
few bubble companies were to burst.

Sir, it is a serious matter indeed, as the hon. Leader of the
Opposition has pointed out, that in three years' time, -- in less than
three years' time, in fact, -- two Presidents of Bombay Stock
Exchange had to leave in circumstances which were not pleasant. It
is a matter of concern to me as well. And, therefore, | have said
clearly in my statement that we are going to move towards de-
mutualisation, the issue of which has been under discussion. But,
over a period of time, --it is not merely in the last three years - while
the benefits and merits of de-mutualisation had been accepted, we
have not really moved in that direction. | have started serious action
on this. And, as | have mentioned in my statement, if it can
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be done without legislation, we will do it without legislation. If legal
opinion tells us that it has to be done by legislation, then, | will come
before the House with a legislation. But it has to be done. There is no
alternative to de-mutualismg the stock exchanges. | entirely agree
with the opinion which has been expressed in this House that the
participation of the brokers, who trade in the exchange, in the
management of the exchange, has to be separated. It is very
important because this recent experience of the tape does confirm
the belief that, at times, it becomes difficult for the brokers to resist
the temptation of getting information which they are not entitled to.
Even in the present system, they are not entitled to that. But, the
President of the Exchange has spoken to a person who is not very
high-up in the Exchange, and let me tell you the surveillance system,
as Mr. Ahluwalia was pointing out, is like the black box in an aircraft;
whatever you do is recorded. That is how this whole thing came out.
Therefore, this has to be separated. And | have alreadv told the
House that we will come up with this.

Now, the other issue which was raised by the hon. Leader of
the Opposition was about the SEBI trying to bolster the market, that
they were pushing up the prices of certain technology stocks. After
he raised this issue, | went into that question. | made enquiries during
the lunch time, and | have been assured that the SEBI has done
nothing of that kind, that it is neither their role nor their responsibility,
nor have they actually indulged in pushing up any technology stock
prices...

DR. MANMOHAN SINGH: If you yield, | shall explain. | was
referring to certain decisions that were taken by the SEBI in the
course of the last eighteen months with regard to initial public offering
and listing companies. Before that, there was a certain stipulation that
a certain proportion of shares must be held by the public before any
issue can be made. | think in the course of this period of eighteen
months or so, these limits in respect of shares in the technology
sector, including media, were relaxed If | am wrong, | will correct
myself. But...

SHRI YASHWANT SINHA: | will share the information. As per
the existing SEBI norms for initial public offering, 25% of the
estimated market value had to be offered to the public. This
requirement was initially relaxed for IT companies because IT
companies did not need, always, the amount of money; they wanted
to come for IPOs because they had to offer their shares- to their
employees and we are all aware of the fact that IT companies are in a
special class and because of the worldwide demand for
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qualified professionals, each IT company was and is very keen to
retain its employees and, therefore, through ESOPs, they were
allowed to make IPOs and offer as ESOPs to their employees and it
was all done within very clearly prescribed norms. Therefore, it was
decided to let such companies issue ten per cent of the market value
to the public, subject to a minimum of Rs.50 crores, to be offered to
the public. Subsequently, this was raised to Rs. 100 crores and now a
company, being an IPO, can issue ten per cent of their shares,
subject to a maximum of Rs.100 crores. This has been done specially
for IT companies in order to enable them to offer their shares to their
employees and retain the employees who the world over today are
more interested in the Employees Stock Options than in the salaries
that they get. This is something which is well recognised, Sir. So, the
intention was not to allow, through these very limited issues, any...

DR. MANMOHAN SINGH: Mr. Finance Minister, even
members of SEBI. for example, opposed this. | do not want to name
anyone. But there was a serious apprehension expressed at that time.
| may be wrong. But | say this in all sincerity. Some members of SEBI
also opposed this thing, within SEBI. This matter was discussed at
various forums that SEBI had. There was a difference of opinion and,
at that time, there was an apprehension that this measure would lead
to ramping up of prices. Well, | am not imputing any motive whether
that was the intention or not. But, in practice, | think this has led to a
situation of the type that | described.

SHRI YASHWANT SINHA: Sir, | was merely referring to the
impression. If, as a result of the intervention of the Leader of the
Opposition, an impressfon has gone out thai SEBI deliberately took
aorhe steps in order to push up the prices of technology stocks, I
merefy wanted to correct that impression. That was not the intention
and, in any case, it is the SEBI board which has taken the decision.
When a matter comes before the board, we all know that various
members express various views and, ultimately, on the basis of a
consensus, a decision is taken. Sir, the hon. Leader of the Opposition
also raised the issue of investigating agencies. And various Members
have commented on the role of the media. | do not want to say
anything on that, except to say that the media need not always be
right. There was a report in a section of the Press, saying that every
conceivable agency of the Government was after somebody or the
other in the stock market, that telephones were being tapped and so
on. At least, as the Finance Minister, | am not aware of any such
investigation and | am not aware of the telephones being tapped. Sir,
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there was a report in one leading newspaper which talked about a
leading Bollywood actor, a leading politician from UP and so on. The
next day that report was denied. But the surprising thing was that the
first report was also ascribed to authoritative sources and the second
report was also ascribed to authorities. The authorities have not
shared any information with anybody. | would like to assure the House
and, especially, the Leader of the Opposition that, at this point of time,
the inquiry which is going on Is an inquiry by the SEBI. We have not
asked the investigating agencies to make inquiries. If, at any point of
time, we find that any other law has been violated, then, certainly, the
other agencies could also get into the acts.

Now, | take the issue about underworld funding. | am not
aware of any underworld money, but | cannot stand here and vouch
for it. Whatever inquiries t have made, they assured me that there is
no big play of under-world money in this. In fact, one bank which has
been referred to in this connection, as far as that bank is concerned,
also, we have made inquiries and we are told that they have taken the
usual precaution before an account is opened. So, on that basis, |
think we can let that matter rest there.

Sir, the issue again -- as | am going through the note which |
have taken -- is of the Jodhpur Club. Was not that a personal
allegation? | am asking the hon. Members, Sir, through you. There is
no Jodhpur Club. The SEBI has taken action against exactly those
people who were supposed to belong to the Jodhpur Club, along with
the Chairman of the SEBI.

Sir, as far as the payment problem is concerned, there has
been no payment problem so far. The Calcutta ...(Interruptions)... Yes;
Calcutta. |1 have got all the details. ...(Interruptions)... Kolkata, but...
...(interruptions)... While the name of Bombay has changed to
Mumbai, the Bombay Stock Exchange is still known as the Bombay
Stock Exchange. Similarly, the name of Calcutta might have changed
to Kolkata, but the name of the stock exchange is still Calcutta Stock
Exchange; anyway, let us not go into the controversy of that. Sir, |
would like to take the hon. Members into confidence and say that in
Kolkata what had happened was, there is a time of pay in and there is
a time of pay out. There was just a delay because of tne fact that
some banks were closed, etc., there was a delay of one day in pay In.
There was no delay at all, as far as the pay out was concerned. The
pay out was due on io" of March. The pay out was
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made on io" of March. But let me also, Sir, point out one of the major
rumours which is doing the rounds; every day, we find some rumour
about some payment crisis overtaking one exchange or the other.
There has been no payment crisis so far. | am assured -- | am
repeating - | am assured by the SEBI that the funds available, the
trade guarantee funds which are available, with the stock exchanges,
are sufficient to be able to take care of any problem. The SEBI has
already issued directions that the system which operated in the NSE
should be the system which should be adopted by all other exchanges
so that even the kind of slight delay which was noticed in Kolkata is
not allowed to happen.

Sir, the issue was raised of the Budget and the market. Again,
a number of issues have been raised about the Budget, how | have
reduced the interest rates; | am trying to push the investors into the
stock market, etc. Sir, when we discuss the Budget in this House, | will
have an opportunity of replying to it in great detail, but | will only say
this, at this point of time, that | repudiate. | strongly deny, any such
allegations. My Budget is not meant to push the investors into the
stock market, and the reduction in the interest rates is not on account
of that. Therefore, let us not link the Budget with the stock market. |
don't think the Budget has been disgraced because of what has
happened in the stock market. The Budget has not been disgraced by
what has happened in the stock market. The stock market might have
disgraced itself. But it has not disgraced my Budget. So, let us not
have any misunderstanding on that. Sir, the issue was raised about
the employees of the SEBI trading in the market. | have made an
inquiry. There is now a complete ban on SEBI employees trading in
the market. | have not come across any near and dear relatives of the
employees who might have indulged in trading. If some hon. Members
have any information, | will be very willing to take that information from
that hon. Member and take action.

SHRI NIUOTPAL BASU: Are you saying that the Inquiry is
over now? You are giving a clean chit to people, liberally. For
example, | have quotes from Mr. Tapas Dutta, Executive Director of
CSE, who told the Business Line that there was a pay-In crisis in CSE
but you are now saying that there was no crisis. ...(Interruptions...

SHRI YASHWANT SINHA: Let Nilotpal Basu hold the floor
then. ...(Interruptions)... Sir, | have used my words very carefully. |
have said that there is pay-in and there is pay-out. | have said that
there was a delay of one day, as far as the pay-in was concerned. As
far as the pay-out was
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concerned, there was no delay, it was due on -10™ March, and
it was settled on i*o™ March.

| must tell you that if | am the Finance Minister, | will choose
my words very carefully and ( will not permit any words to be put in
my mouth, because | am talking about a subject which is extremely
sensitive. | carry that responsibility.

Sir, Mr. Ramachandraiah spoke about a big scam. | am not
aware of it. | will again say that if he thinks that there is any special
information which is available with him, he is most welcome to share it
with me. But | would like to disabuse the impression that because of
the reduction in the interest rates, all these things are happening. Let
me make it very clear. When | announced it in the Budget that | am
reducing the interest rates, simultaneously, | have also said about the
manner in which the various State Governments are going to benefit. |
have reduced the interest rates, across-the-board, for the State
Governments also. Therefore, it is not merely the Government of India
-- let me remind Mr. Ramachandraiah -- it is also the Government of
Andhra Pradesh which is going to benefit as a result of the reduction
in the interest rates. Sir, Mr. Kapi! Sibal tried to tell us how and what is
responsible for this entire scam; the problem in the stock market and
how it has happened. Sir, he said that the root-cause of the problem
is because stocks are being lent. Because stocks are being lent free,
therefore, people are freely trading them and, therefore, they are able
to hammer the market through this lending. Sir, the Stock-Holding
Corporation is a responsible body, owned by the public sector
financial institutions. Stock lending is a legitimate activity carried on
every stock market througout the world. The Stock-Holding
Corporation has been authorised by the SEBI, under its ru'es, to carry
out lending operations. They are custodians and they can hold stocks
on behalf of the UTI, LIC, GIC, etc. and lend these stocks to any
entity, under strictly prescribed norms. It is not that anybody can come
and say 'lend me some stocks" and some stocks would be lent. The
others are -- not merely Deusche Bank --but HSBC, Reliance Capital,
ABN Amro, National Clearing Corporation and BOI Shareholding. All
this is very strictly kept under check. This matter is also under
investigation to find out if there is any violation of the prescribed
norms by any of the stock holding or lending bodies; and if any such
violation comes to our notice, then, certainly, we will be taking actbn.

DR. MANMOHAN SINGH: The newspapers have reported
about the activities of a particular custodian, and, in that context, |
welcome your
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statement that this matter will be investigated.

Sir, this matter is already under investigation. And the point,
the general point which | am making and which | have already made
is that if any of the norms and rules have been violated, we will take
the sternest action against the guilty persons. Now, Sir, a humber of
other issues have been raised. eIl Sit 7 @&l & HoR 1Al A

[0TSR & | H ST AT B § [ 3= 81 HoR sl 4 iz
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Sir, | think 1 have run through the points which had been
raised by the hon. Members. Sir, | had already during the Question
Hour made that point and, therefore, | thought | would not repeat it.
But as far as the exposure of the banks is concerned, there are
prescribed RBI norms which say that it should not exceed 5 per cent
of their total credit at a given point of time. And according to the
information, which | have shared with the House, it is less than 2 per
cent. | have looked into the figures of the money, which had been
made available for investment in the stock market by the individual
banks, and | found that in no case has this been breached. Therefore,
| can say with an assurance given to me by the RBI that the prudential
norms have not been violated and it will be wrong on our part to say
as some hon. Members have pointed out, that it is the flow of bank
money from the private banks that is responsible for the-present
situation in the stock market. My information, unfortunately, does not
bear that out. Sir, an issue has been raised that we should have a
Joint Parliamentary Committee to inquire into this matter. | have
already stated on behalf of the Government that we have nothing to
hide. The SEBI is conducting the inquiry. At this point of time | have no
reason to doubt either the competence or the integrity of the SEBI in
conducting this inquiry. We will await the results of this inquiry. | think |
have been assured that the inquiry should be completed.
...(Interruptions)...
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DR. MANMOHAN SINGH: If you have no circumstantial
evidence, why have you ordered this inquiry?
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TP TaRTTST & 31edel 91 | And that is an issue which is under enquiry.

Coming to the point which has been raised as to what the time-
schedule is, | have been assured by the SEBI that thousands of
transactions have to be looked into; it is not merely the transactions in
recent days. Let me assure the House that the enquiry is not merely in
respect of the so-called bears; the enquiry is a total enquiry which
includes the people who are known as bears and the people who are
known as bulls. .We are enquiring into the whole gamut of issues, |
have been assured by the SEBI, despite the fact that it is a very
complex enquiry involving analysis of thousands of transactions, that
by the middle of next month it should be possible for them to come
out with their preliminary Report.

SHRI PRITISH NANDI (Maharashtra): Sir, whether the hon.
Finance Minister can assure us that the merger between the UTI
Bank and the GTB could be kept in abeyance till the enquiry Is over.

SHRI YASHWANT SINHA: Sir, let me clarify. There is also an
impression which is sought to be created as if the UTI Bank and the
GTB
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have already been merged. They have not merged. Let me make it
very clear. The matter is still under the consideration of the Reserve
Bank of India, which is the competent body to allow such a merger,
and | would like to make it very clear that | have no intention of
interfering with the autonomous functioning of the Central Bank, just
as | have no intention of sitting here and micro-managing from the
Ministry of Finance, the various banks and financial institutions. | will
let the RBI perform its role and | am quite confident that the RBI will
take into account all the factors and will come to a proper decision. |
would also like to inform the House that as far as the shares of the
GTB are concerned, this matter is also under enquiry. The preliminary
enquiry Report has been shared by the SEBI with the RBI. That is
available with them. So, let us trust the judgment of the RBI. The RBI
will come to its own conclusion. It is not for me to give an assurance
in this regard because | will be over-stepping my limit and interfering
with the jurisdiction of the Central Bank.

SHRI PRAFUL PATEL: Sir, both of them, i.e., the UTI Bank
and the GTB, said that they would like to complete this transaction
before 31°! March, 2001, so that the can come out with a consolidated
balancesheet for the next year. It is on record. It has been stated
by both of them.

SHRI YASHWANT SINHA Let them. | am not going by the
press reports.

SHRI PRAFUL PATEL: It is the press report, but they have
been quoted.

SHRI YASHWANT SINHA: Quoted by the press,

SHRI PRAFUL PATEL: They have been quoted in the media
that both, the UTI Bank and the GTB...

SHRI YASHWANT SINHA : Yes. In the media. That Is what |
am saying. They have been quoted in the media. | am not going by
the reports in the media. | am going on the basis of the information
which is available with me from the RBI, that the matter is under
consideration, that the rise in the share price of the GTB has been
enquired Into. The preliminary findings have been shared by the SEBI
with the RBI. The RBI will take all these factors Into account when it
takes into consideration this issue. | do not think there is any need for
a Joint Parliamentary Committee. | had stated on an earlier occasion
also that whenever we think of the share market and anything going
on there, our thoughts immediately go
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back to 1992. Whenever we think of Balance of payment problems,
our thoughts immediately go back to 1999. All situations are not
similar. At this point of time, we are in complete control of the situation
and | do not think there is any need for a Joint Parliamentary Enquiry
at this stage. Thank you.

RE. ALLEGED PAYMENTS IN DEFENCE DEALS

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI): The
Leader of the Opposition would like to say something.

THE LEADER OF THE OPPOSITION (DR. MANMOHAN
SINGH): Mr. Vice-Chairman, Sir, | wish to draw the attention of the
Government to a very serious matter. | am told that in the Imperial
Hotel, a particular film has already been shown. Zee TV has also
shown this, in which, it is alleged, matters relating to sensitive
defence deal consideration has been offered and has been given. It is
the most serious matter involving national security. |, therefo'e, urge
upon the Government, without any further loss of time, to clarify the
position as to what the true state of affairs is.

SHRI S. RAMACHANDRAN PILLAI (Kerala): Sir, | also join
the demand made by the Leader of the Opposition. This is a very
serious matter. The Government should immediately come forward
with a statement, explaining the position.

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI): Yes,
Mr. Bratin Sengupta.

SHRI BRATIN SENGUPTA (West Bengal): Sir, | demand an
immediate high-level parliamentary probe, in the interest of national
security and in public interest. Billions of dollars, thousands of crores
of rupees, almost an astronomical amount, have been promised or
are already transferred to a father and a son who claim to be very
close to a political party. Some of the political leaders, Major-
Generals. Director-Generals. Brigadiers, and many other officials in
the top hierarchy of the Army are involved in the scam. It is one of the
biggest, extraordinary, scams since independence. There should be a
parliamentary probe into it. Sir, you should direct the Government for
a probe; otherwise we are not going to relent. ...(Interruptions)...
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