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THE DEPUTY CHAIRMAN: How
can ‘I reply when you are standing?
Please sit down. Then I will reply. After
you have staged a walk-out, the Prime
Minister wanted to speak for three
minutes. 1 have permitted him to speak. 1
think I am within my right to permit the
Prime Minister to speak. ...(Interrup-
ions)...

THE PRIME MINISTER (SHRI H.
D. DEVE GOWDA): You have dragged
my name. That is why I am clarifying.
...(Interruptions)...

SHRI SIKANDER BAKHT: Do you
want us to walk out again?

THE DEPUTY CHAIRMAN: It s
entirely up to you. )

(At this stage some hon. Members left
the Chamber)
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THE DEPUTY CHAIRMAN: The
Primec Minister has a right to speak. If he
wanted to speak at any time, it is his
right to speak.

SHR1I H. D. DEVE GOWDA: In
1998, as per this decision, if there is no
expression of consensus decision, even at
that - time, we can take our own stand
whether 1o walk out or to vote against it,
against 127 countries single-handedly, as
one nation. Nobody can take away from
us that right. So, under the given situa-
tion, we will try our best to convince
G-15 countries to cooperate with us on
this so that at least a modified solution
can be found which will be in the best
interest of the country. That is what I
have to say. Thank you very much.

SHRI ASHOK MITRA: You have
been wrongly advised.

SHRI H. D. DEVE GOWDA: If
somebody advises me, you can also ad-
vise me. I am not an expert. Who is
.going to advise what, I know,
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THE COMPANIES (AMENDMENT)

BILL, 199§

THE MINISTER OF COMPANY AF-
FAIRS (SHRI P. CHIDAMBARAM):
Madam Deputy Chairman, T move:

“That the Bill further to amend the
Companies Act, 1956, be taken into con-
sideration,”

1 had mentioned in may Buadget Speech
on 22nd Jauly, 1996 that the Companies
Act, 1956 needs to be re-written oom-
prehensively, 1 have thercfore, alrcady
set-up a Working Group to re-draft the
Companies Act with vpersons  having
knowledge of law, econosmics and com-
pany afiairs. I intend to make available
the redrafted version of the Companies
Act for public debate before coming to
the House with a new Bill. T would like
to emphasise that re-writing of the Com-
panies Act is an extensive 2xercise cover-
ing all aspects of the Act. Thus, the
recodification exercise is likely to take
time before the mew Act comes into
operation.

I had alss indicated in my Budget
Speech thay 1 propose to introduce some
urgent amendments to the present .Com-
panies Act, Accordingly, 1 introduced the
Companies {Amendment) Bill, 1996 in
the Rajya Sabha on 10th September, 1996
and it was referred to the Standing Com-
mittee on House Affiars, which has al-
ready prescenied its report on the Bill to
both the Houses of Parliament on 26th
November, 1996, 1 assume that hon.
Members had an opportunity o read the
Report of the Standing Committee.

The Bill seeks to carry out some urgent
amendments in the Act in the interest of
the depositors, investors, employees in
the case of winding up of a company and
simplification of some procedural and
legal requirements in the interest of the
corporate sector. The proposed amend-
ments will bring relief to these sections in
the following manner.

(i) The companies will not longer be
required to seek confirmation of
the Company law Board for
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(iii)

(iv)

w

(vi)

The Zompaaies

change in their object clauses in the
Memorandum of Association.

Companics which sre in default of
repayment of deposit and interest
thercupon, in respect of decposits
raised under Section 58A of the
Companies Act will be debarred
from raising further deposits from
the public. Such companies. will
also be debarred from wmaking in-
ter-corporate investments/loans

Under the proposed amendment to
Section 80(S5A) the companies
would be in a position to issue
redeemable prefercnce shares for a
period not exceeding twenty years
as against present limit of ten
yvears. With this amendment, the
companies will be in a position to
retain capital for longer time for
deployment in long gestation pro-
jects, particularly in the infrastruc-
ture sector.

Introduction of non-voting shares
will help companies to raise capital
from the market without diluting
management control and also holp
investors in earning higher rate of
dividend as a trade off for the loss
of the voting rights.

The proposed conferment of voting
rights on mutual funds and venture
capital funds in respect of shares
held by them in various companies
will provide an opportunity o ihem
to have a suy in the working of the
companies in order to maximise
retums on investments made n
these companies by such funds on
behalf of small investors.

The proposal to enable in Govern-
ment to notify, from time to time,
the ceiling on payment of wages or
salary to employees for getting pre-
ferential treatment in the even of
winding of companies will be to the
advantage of the employees, as the
Government would be in a position
to raise the ceiling preiodically
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keeping m view the increase in the
cost of living.

(vii) To permit companies to file their
documents with the Registrar of
Companies in computer floppics/
diskettes will provide them a tech-
nologically advanced altcrnative
mode of filing the documents and
would thereby reduce unncessary
paper work in Government as well
as corporate offices.

Madam Vice-Chairman, the Committee
has recommended the Bill. But it has
expressed reservations about two clauses.
In a meeting convened by the Deputy
Chairman, 1 had the opportunity to
clarify to the Chairman as well as the
lcading Members of the Committee about
these two clauses. 1 told them that I
would take the opportunity to explain
these two clauses to the House and I
would abide by the wishes of the House.

Firstly, on preference shares, an impre-
ssion was apparently created that what
was being introduced was a mandatory
provision under which companies would
issue redeemable preference shares for a
period of 20 years. I wish to piont out
that it is not so. Section 80(5A) is an
enabling provision and it enables com-
panies to issue redeemable preference
shares for a period not exceeding 10
years. What we intend to do by this
amendment is to extend that period to 20
years. Because of long gestation projects,
companies may wish to issue redeemable
preference shares for a longer period of
20 years. And such shares will be picked
up-only by a sharcholder who is willing it
invest his money for a period of 20 years.
So, I think, one has to understand the
text of section 80(5A) as well as the
nature of the amendment that was sought
to be introduced. 1 would urge hon.
Members to agree to the amendment. I
think the Committec Members were by
and large satisfied that this was only an
enabling provision in the interest of
raising Jong-term capital, particularly, for
infrastructure projects which have a long
gestation period.
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The other clause on which
appears to be some reservation is the
clause to introduce non-voting shares. Let
me make my position very clear. It is not
my case that it is absolutely necessary to
‘introduce such a provision at this stage.
However, such a provision has been
introduced in response to long-standing
demands of the industry. It is the
industry which wants non-voting shares to
be introduced. After the report of the
Committee was made available to the
Government, I consulted the three apex
chambers and 1 wish to share with this
House briefly the views of the three apex
chambers. The Confederation of Indian
Industry, CII, has welcomed the
introduction of non-voting shares.
According to them, it would enable the
industry to raise the much-needed funds
in the corporate sector. The CII is of the
view that non-voting shares would

- enhance the sources for further
investment, diversification, expansion and
modernisation and that it would be an

‘attractive instrument of saving for those

investors who hardly exercise their voting
rights, but would like to earn a larger
dividend. The FICCI is of the view that
the introduction of non-voting equity
shares will be ‘of great wtility to various

constituents in the capital market. The.

FICCI also feels that if a company fails to
pay dividends continuously for three
years, the non-voting sharcholder should
be automatically entitled to voting rights.
That is an improvement which the FICCI
has suggested. The ASSOCHAM has

welcomed the introduction of non-voting

shares subject to authorisation by articles
and approval by special resolutions. The
Chamber has, therefore, strongly
suggested that non-voting shares should
be retained.

Now, hon. Members will kindly sce the
Bill. the provision that has been made for
non-voting shares reads as follows:

I refer to section 86 and 86A which are
being introduced by the Bill—clause 6.
The provision requires that the following
conditions be satisfied. ’

there -
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Firstly, there shall be a mention in the
Articles of Association of the company.
Unless the non-voting share is provided
for in the Articles of Association, it
cannot be introduced. The second
condition is, the Members shall, by a
Special Resolution, authorise the issue of
non-voting shares. A Special Resolution
requires a majority of three-fourths.
Therefore, unless three-fourths of the
shareholders agree, non-voting shares
cannot be introduced. The third condition
is that the Special Resolution should also
specify the price at which non-voting
shares shall be issued, which means, the
Directors of the company cannot issue a
non-voting share at any price. The price
itself must be approved by a Special
Resolution, whcih means, three-fourths
of the members must support it. The
fourth condition is that the Special
Resolution must mention the higher rate
of dividend which the non-voting share
will carry.

It is only company which satisfies all
these four conditions, namely, mention in
the Articles of Association, authorisation
by a Speccial Resoultion, determination of
price by the Special Resoution and
determination of the higher rate of
dividend in the Special Resolution that
can issue non-voting shares.

Finally, and this is self-evident, it is not
enough to issue non-voting shares. There
must be somebody to take non-voting
shares. Nobody can impose non-voting
shares upon members of the public or
even upon cxisting sharcholders unless
there is a demand. Unless there is a
response on non-voting shares, no
company can issue non-voting shares. But
if the non-voting shares of a company
which satisfies these four conditions, are
accepted by the market, are accepted by
shareholders, in my view, reflecting the
demand of industry, there is no harm in
making a provision for non-voting shares
even now. But let me make it very clear.
This is in response to industry’s demand.
Industry believes that it can raise capital
without losing control. Industry wants to
retain control of companics and 1 heard
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various Members speaking at various
times that Indian Industry must be helped
to retain control of the companies and
the companies should not be easily taken
over—cither a friendly take over or a
hostile take over. But I would abide by
the sense of the House on non-voting
shares. In all faimess, I must say that the
Committee members feel that non-voting
shares should be introduced when a
comprehensive Bill is introduced. 1 will
leave it to the sense of the House. If this
House agrees with industry's demand that
non-voting shares should be introduced
now. 1 will press this clause. But if this
House feels that this can wait for the
Companies Bill. I will not press this
clause. I have no strong view on the

matter. It can either be done mow or it
can be done, say six, seven months later.

But all other clauses are non-
controversial. I would urge the hon.
Members to discuss it briefly, of course,
but support the Bill and pass it today.
Thank you.

[Vice Chairman (Miss Saroj Khaparde)
in the chair)]
SHRI N. GIRI PRASAD: You better
defer it.

SHRI P. CHIDAMBARAM: Defer it
for what? (Interruptions) Let us see. 1
have given both views.

The question was proposed

SHRI SATISH AGARWAL: Mr.
Minister, what is your idea about the
comprehensive Bill?

SHRI P. CHIDAMBARAM: I have
already stated that the Bill is being
drafted and a group is working round the
clock. I expect the Bill to be available for
public debate in January 1997. 1 intend to
give six months for public debate and
then bring a Bill in this House in the
Monsoon Session next year.

THE VICE-CHAIRMAN (MISS

SAROJ KHAPARDE): You see, the '

time allotted for this purpose is two
hours. Therefore, I would request all the
hon. Members to be very brief,
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SHRI P. CHIDAMBARAM: Madam,
it may not be necessary.

SHRI VEDPRAKASH P. GOYAL
(Maharashtra): Madam vice-Chair per-
son, thank you very much. Madam, the
corporate sector is a vital sector of Indian
economy. I think next to agriculture. The
economy rests on the shoulders of the
corporate sector—industry and trade. The
Companies Act, 1956 is a very com-
prehensive Act that guides and controls
the working of the corporate sector. In
1969, the MRTP Act was also added fgr
healthy growth and wider participation of
smaller entrepreneurs.

It was after 30 years, in 1985 and 1988,
some amendmernts were taken up. At
that time some minor amendments were
brought in. It is stated in the Statement
of Objects and Reasons that while consid-
cring the amendment of 1988, a decision
was taken for a comprehensive review of
the existing laws. After five years, the
Companies Bill, 1993 was introduced in
the Rajya Sabha. But that was never
taken up for discussion. After that three
years have eclapsed. Six years after
liberalisation, it seems to be the basis for
reconsideration of many of the clauses of
the Companies Act. But what you are
getting this time is some minor changes in
two or three clauses. 1 do not see any
emergency w amend these clauses when
a comprehensive Bill is coming within
one month, as the hon. Minister has said,
for public debate. The hon. Minister has
assured this House just now that within
six or seven months a comprehensive
Bill, which will encompass all the require-
ments or changes, will be brought in. 1
don’t see any reason for this great hurry,
this emergency, in having these two or
three small unimportant amendments pas-
sed during this session. As the hon.
Minister has said, a working group has
now been formed. It will complete its
work within one month and the subject
will come for debate. 1 would like to
know from the hon. Minister whether
representatives of professional bodies like
Institute of Chartered Accountants, Insti-
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tute of Company Secretzries, etc. are
members of this group and whether rep-
resentatives of trade and industry organ-
isations like, CII, Chambers, FICCI, etc.,
are also members of the group. They
should be included in the group so that at
the initial stage itself, when a comprehen-
sive study is being done, their views can
be taken care of. Nothing has been done
about the issuance of fake shares and
such other things which are taking place
in recent months. I would like to knwo
what he will do to take care of those
things. Because of time-limit 1 don’t want
to repeat things as the hon. Minister has
already given an assurance that a com-
prehensive Bill will be brought within six
or seven months.

With regard to clause 8 on page 3
relating to a company which has de-
faulted in the repayment of deposit or
interest, 1 want a clarification. I want a
clarification whether it will also make any
loan or guarantee to sister-companies or
other companies of a group or a friend’s
company or a relative’s company prohibi-
tive so that they will not circumvent this.

It is said about the non-voting shares
that they will carry high dividend. Most
of the people in the country buy shares
for dividends. They are not interested in
the management of the company. They
don’t want to interfere in the manage-
ment. But they definitely want to make
sure that the companies in which they
invested their money are not taken over
surreptitiously. There is no incentive in
the system for one to buy large amounts
of shares. Since it is only an enabling
provision, I don’t see any reason for any
hurry. If within six or seven months a
comprehensive Bill is coming, more
studies can be made and more thinking
can go into it at that time than at this
time. The hon. Minister has already given
an assurance to the House that a com-
prehensive Bill will be brought within six
or seven months. Therefor a conclude my
speech. Thank you.

[RAJYA SABHA]
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THE VICE-CHAIRMAN
SAROJ KHAPARDE): Mr.
Khan. Not here. Mr. Som Pal.

SHRI SOM PAL (Uttar Pradesh):
Madam, thank you for giving me this
opportunity to speak on this very impor-
tant Bill seeking to amend the original
Companies Act, 1956. Madam, the iwo
Acts, i.e. the Companies Act and the

(MISS
Rahman

- Income Tax Act have been amended so

many times that the amendments out-
number and outweigh the original enact-
ments. The present amendment is one
more in that series. As the hon. Minister
has already informed the House, he made
an announcement for bringing a com-
prehensive Companies Bill. He made this
announcement during his Budget speech
last time. Following that he has already
come out with a decision to appoint a
working group which is on .its way for
drafting a comprehensive Bill. As he has
already mentioned, the work is progres-
sing fast. We hope that the report would
be available by the end of January, as he
had mentioned in his speech. he had
specified a timeframe also. Hopefully the
report would be available by the end of
January and them a comprehensive Bill
would come before Parliament for discus-
sion and enactment. But in the mean-
time, as the hon. Minister has observed,
some urgency was felt regarding certain
amendments which could not wait till the
new Bill came up. Therefore, this amend-
ment Bill has been brought before the
House for consideration and passing.

Clause 2 of the Bill seeks to amend the
earlier provision whereby any amendment
of the memoranda of articles of associa-
tion in its objects was to be referred to
the Company Law Board. But experience
showed that this was not required. The
point is once a majority decision was
taken with the approval of the Board of
Directors, and later by the shareholders
why should it every time be referred to
the Company Law Board? the second
clause which was there for amending or
chianging the registered office of the com-
pany has been retained because it would
entail certain judicial problems and juris-
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dictional problems. Rightlv so he has
retained that clause. So far as the aims
znd objects are concerned, they can be
amended by the Board of a company and
that could be sent to the Company lLaw
Board and an automatic approval would
come within a specified time-frame. The
Minister has trought a very important
amendment whick should be welcomed
by the whole House, i.e. amending Sec-
tion 58 of the original Act. This amend-
ment seeks to put a bar on the companies
on seeking fresh deposiis unless the car-
licr deposits which have falien due have
not been cleared. A tendency has been
cbserved by Government and by the
investing public that companies, without
clearing the earlier deposits, come ous for
fresh deposits. it s a very good amend-
ment which is in the interest of the
depositors because unless earlier deposits
including the intcrest are fully paid, the
company would not be allowed to raise
fresh deposits. This is a very important
amendment and it is in the interest of the
investing public. I welcome it and I hope
the whole House would welcome it.
Clause 5 of the Bill secks to raise the
locking period of the preferential shares
fiom 10 years to 20 vyears.

because it has been felt for a long time
that the kind of investments which are
required in the infrastructurai sector
would require a longer lock-in period.
Sometimes an apprehension is expressed
that if the lock-in period is enhanced to
20 years, the company concerned may
not repay the amount of the shares or it
may not be able to redeem the invest-
ment. But 1 think this apprehiension is
not rightly placed because it is left to the
option of the iavestor. Anybody investing
in such shares will make an option. The
fact that such shares carry preferential
dividends is an added advantage to the
investors. So, there is no harm in this.
Gestation perind in such infrastructural
projects is long. Therefore, this enhance-
ment is there. This is an enabling clause,
making 20 years as the limit, last limit. It
is not that in all the cases it will be 20
years. Such investments can be for lesser
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periods also. It is left to the option of the
company as well as the investors.

Clause 6, amending section 86A, is
purportedly to introduce the concept of
non-voting shares, the rationale being
given in the objectives of ilic amendment
is that since foreign investors are coming
in a big way, introduction of the concept
of non-voting shares is necessitated. Ser-
ondly, these non-voting shares would car-
ry an additional dividend also. But, in the
view of the Committee, which examined
many experts—we went to Bombay and
other placez in connection with somc
meetings—somehow this concept does
not find favour with us. Along with the
Finance Committee and other Commit
tces, we communicated with the Bombay
Stock Exchange people. We spoke to the
SEBI Board, including its Chairtman. We
also spoke to some bankers including the
Governor of the Reserve Bank of india.
Somehow this concept does not find
favour with them. So, the Committee
tried to impress upon the Government
and the hon. Minister that this amend-
ment should not be rushed through at
this stage. Some informed debate at the
national level must precede the amend-
ment. 1 think this can wait till a com-
prchensive Bill on this subject is brought
forth: in the House. I am grateful to the
hon. Minister that he has taken note of
the view of the Committee as well as the
experts. | think he took the scnse of the
House also even though he again reiter-
ated the rationale behind it. 1 would
again request the hon. Minister to wait
tilt 2 new comprehensive Bill is intro-
duced because the sense of urgency which
is being shown in this case has not been
seen at least by the Committee in its
collective wisdom. 1 again express my
gratitude to thg hon. Minister because he
has taken note of it in right earnest.

As far as other amendments are con-
cerned, one relates to introduction of
voting rights for the mutual funds and
venture capital funds. According to my
information—I do not know whether 1
am correct—earlier this was introduced to
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put a check on the voting rights of such
funds floated by the major holders or the
original owners of the company con-
cerned. But since a number of such
mutual funds are coming into the market,
they should have a say in the affairs of
the company. So, it is an amendment
which should be welcomed by all.

Clause 10, which seeks to amend sec-
tion 530 of the original Act, the principal
Act, is regarding filing of the returns with
computer floppies, on internet and other
technologically advanced modalities. It
again is a welcome amendment and it
should be accepted by the House. This is
only to facilitate filing of the returns
because now sending mail and other
things take a long time. With this amend-
ment, such things can be registered on
the computers and other equipment
which are available because of technolog-
ical advancement.

One more amendment which has been
introduced is regarding payment of com-
pensation to the employees of a company
which is sought to be wound up.

The original Act said that Rs. 1,000/-
will be paid as compensation and this was
embodied in the main Act. So, everytime
amendment of the Act is not easy. It is a
cumbersome process. It has to be brought
to the Parliament. So, the Minister has
brought in an amendment to take it out
of the main Act and embody it in the
rules and regulations which are to be
framed under the main law. The Commit-
tee has tried to send message that these
rules and regulations, guidelines, should
be reviewed periodically to take care of
the price movements because the clause
pertaining to Rs. 1,000/- was instituted a
long timé back and since then the price
levels have altered so much that it has
been reduced to peanuts or it is no
compensation. So, these rules and regula-
tions can be suitably amended after a
periodical review.

With these words, Madam, I welcome

‘all thc amendments and request the

House to support these and pass all the
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amendments as proposed by the hon.
Minister.

SHRI VAYALAR RAVI (Kerala):
Madam, this is another piecemeal legisla-
tion on the basis of the Sachar Commit.
tee’s report. Of course, as stated in the
Statement of Objects and Reasons, the
earlier amendments were carried out in
1985 and 1988. The Minister has also
given an assurance just now that a com-
prehensive Bill, which had already been
introduced in 1993, will be brought back
again, maybe with certain amendments in
the changed circumstances. Anyhow, as
he has rightly said, there is nothing con-
troversial about it. It is basically to help
the investor. It is also to help proper
functioning of the companies. Now, the
Minister mentioned about voting rights of
equity share holders. There was a craze
and even today there is this craze for
takeover of companies. Anybody can
take over a company and shift its regis-
tered office to another place. This has
now been restricted, I think, or it may
now require some permission under the
Companies Act. It is a good amendment.
But at the same time, how can we
prevent it? Without investing anything in
infrastructure, without investing anything
in projects worth hundreds and crores of
rupees, one can take over a company by
simply purchasing a few shares. We must
discourage it. This has naturally created
apprehensions in the minds of many in-
dustrialists because in times of financial
crisis, the companies may lose. So, the
Minister, with his good intentions—or
maybe at the suggestion of some com-
panies—might have thought that 25% of
equity shares without voting rights is a
good situation. But I believe that provi-
sion requires to be further debated and
examined to see as to how it wijll help.
But I really wish he had taken the other
positive step, that “is, about the indis-
criminate take-over. As you know, re-
cently many companies have been taken
over for a song.

SHRI P. CHIDAMBARAM: That is
being taken. care of. You might have read
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in the papers that there is a committee
under Justice Bhagwati. The draft
Takeover Code has been prepared. It has
been circulated for discussion. Once the
draft Takeover Code is approved by
SEBI, it will be notified. So, that has
been taken care of.

SHRI VAYALAR RAVI: I am very
glad that the Government has already
taken note of this situation. Madam, so
far as SEBI is concerned, there is one
point that 1 want to make. Of course, I
don’t want to repeat because about the
Mutual Fund, Capital Fund, etc. much
has already been said. But I want to draw
the attention of the hon. Minister. The
Stock Exchanges have been playing an
important role. Now, the Sensex is an
indication of the strength of the com-
pany, the industry and the economy of
this country. You must have also seen the
report. One thing is that the corporate
profit has gone down from 42% to 21%.
It means that it is not running at a loss.
On the one side, the profit margin has
come down; on the other side, the Sensex
has gone up with a big jump. Even one
statement of the Prime Minister increased
it by 143 points. So, there is a tendency
in the stock market to come down. It is
being interpreted as a weakness of the
economy. 1 think the Minister would
agree with me. Though it may be an
interpretation of the Megia or whatever it
may be, the hon. Minister must examine
as to why it comes down. Madam, once
upon a time, there way a big scam in our
country when there was a deliberate at-

tempt to show decline in production and -

productivity. There was a manipulation to
push the Sensex up. Now the reverse
process has started. It needs a kind of
regular watch and proper implementation
of rules and regulations. There should be
some watch-dog agency to regulate it. In
-this connection, I would like to say the
new policy being adopted by the hon.
Minister is creating a kind of respectable
gambling in the stock market. There is an
investment of rupees one crore in the
National Stock Exchange and it has ter-
minals in different cities. In these termi-

(16 DEC. 1996]

(Amendment) Bill, 1996 350

nals, ‘nstead of making any investment,
there is purchase and selling. It is like a
trade. Our purpose is to encourage in-
vestment, but these centres are just like
gambling centres. 1 know their purpose.
Their purpose is more than investment.

SHRI P. CHIDAMBARAM: Vay-
alarji, the primary issue is invest-
ment: the secondary market is only

trade.  ........ (Interruptions).........
Everywhere, secondary market is
only a trade market. You ask

Pranabda ..... oy (Interruptions).........

SHRI VAYALAR RAVI: I agree
with you. I understand that.

SHRI SATISH AGARWAL (Ra-
jasthan): He has some grievances ab-
out Kerala.

SHRI VAYALAR  RAVIL
Madam, my point is that even if it is
trade, it is not an investment. The
same people protect the money. I am
arguing on a different point. We
have to regulate them through the
regional stock exchanges. This is the
point I am making. This large
number of terminals would lead to
the position which I have already
explained. These same people trade
every day. Instead of that, the SEBI
must regulate it properly. Such regu-
lations are already there, but certain
changes have come. The present
Government made some changes and
as per those changes the NSE has
been allowed to have terminals
throughout the country. At the same
time, it is competing with regional
stock exchanges as done by the BSE.
The BSE has laid a condition that it
must be under a MOU with the
regional exchanges. But, my point is
that these terminals have become a
kind of gambling place. I am not
saying anything about the stock ex-
changes. [ am not making any allega-
tion against them.
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SHRI P. CHIDAMBARAM: The
NSE was introduced in the previous
Government of which I was a part

........ (Interruptions).........

SHR]I VAYALAR RAVI: I only
wish that the Minister should find out
whether there is some truth in it or
not. I want to know wncther he
would give encouragement to region-
al stock exchanges or he would give
encouragement to the National Stock
Exchange and the terminals. This is a
positive saggestion which I am mak-
ing. You pleas¢ cxamine it.

SHRI P. CHIDAMEARAM:
Ckay.
SHRI VAYALAR RAVI:

Madam, in todayv’s condition these
compzuies have to improve their per-
formance. I think something is going
wrong with the industry. It is not
showing any sign of better perform-
ance. Even the Minister was compel-
led to make a statement yesterday
saying, “I will review the MAT.”
These stock exchanges have played
havoc on you. There was a rcpor
that because of MAT, the sensex has
gone down. The Minister said if in a
panic reaction. I don’t want ic make
commenis on MAT, but you reacted
in panitc. and said that you will re-
view it. You do whatever you want,
but when you introduce a new tax or
a new method of taxation cam you
allow these stock exchanges and
share market to react adversely?

The share market reacted adverse-
ly and made the Government to bow
before it by reducing the sensex
........ (Interruptions).........

SHRI SATISH AGARWAL: Mr.
Pranab Mukherjee introduced the
MAT ..... ...(Interruptions).........

SHRI VAYALAR RAVI: I am
not opposing MAT I am only telling
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about te panicky reaction of Mr.
Chidambaram.

SHRI P. CHIDAMBARADRNM: No
papic reaction. .. .{(Inreiruptionsy...
Neither panic reaction nor pen-panic
reaction ........ {(Inierrupiions;..... e

SHPI VAYALAR PAVL
Madam, I want to miake a point
zbout the muitinational companies
which have come to ou:r couniry
vecausa of liberalisztion. But, so far
as the indian industry is concerned, it
is no* strong enough to compeie with
the muliinationals. "This is (he point
which we have to take into account.
V/e have to strengthen our own in
dustry, our own private :zcctor. Defi-
nitely, we should steengthen it Inm
this connection, { would like 1o know
the status of the MRTP Act because
the MRTP Act has come to a par-
ticular situation. Now it peeds some
changes. Recently, the MRTF issued
notices o some consumer industrics
also. [ do not know what is going on
in their head. The MRTP Act has
necessitated some kind of amcud-
ments which go in tune with the
liberalised policy. But, they have not
brought forward any proposal or
amendment in this respect. It should
not be a free-for-all. But, at the same
time, we have to protect cur national
interests when the multinaticnal com-
panies enter into our arena. It is the
duty of the Government to protect
the national interests in economic
and industrial matters. This protec-
tion can be given through various
methods. 1 hope ‘the Minister will
look into this matter. Another point
that I want te make is with regard to
the financial position which has been
there due to glut in the money maz-
ket. It is also being said that you are
going in for a massive borrowing of
Rs. 35,000 crorcs--please correct me
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it I am wreng to fill up the gap. Is it T

advisable to go in for such a massive
borrowing to the tune of Rs. 35,000
crores? T think it shows to the world
fiow wceak our economy is. This im-
pression may never accelerate the
dircet foreign investment. Madam, 1
appecal to the Government that such
a thing should not be done because it
will affect the direci foreign invest-
ment. There should be more foreign
mvestment. Our contribution, of
course, should also be there. The
present financial position which s
very gloomy has to be removed with
our own cfforts. We have to streng-
ihen our capital market also which
lows the investment into the indus-
try. I hope the Minister will withdraw
this amendment. With these words,
Madam, T support the Bill. Thank
you.

SHRI ASHOK MITRA (West
Benga!): Madam Vice-Chairman, 1
shall be very, very brief. The Finance
Minister has showm the courtesy of
discussing some of the features of the
BiYl with us. Even s0 ¥ am puzzled by
the purpose of the Bill. He himself
says that this working group is in
scssion, working out a comprehensive
amendment of the total Act, to re-
port next month and in the next six
or seven months an amending legisla-
tion would be presented to the
House. Why bother with this particu-
lar legislation? I know, at least, what
he mentioned to us and what he
repeated ioday; primarily he is in-
terested in two amendments—amend-
mcnt to section 80 and section 86.
Through one amendment, he wants
to extend .. .. (Interruptions)

SHRI P. CHIDAMBARAM: Sec-

tion 58 (A) is also very impoitant
....... (interruptions).. . ...

64/ RS/ F—12-A
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SHRI ASHOK MITRA: I am
spcaking broadly about what he said
about the preference shares. He
wants to extend the redemption
period up to 20 years and to intro-
duce the new instrument of non-
voting shares. I do not want to go
intc the details. But, I would like to
know from him whether he will be
able to clicit more investment
through these devices.

You think you have the support as
you mentioned— of the FICCI and
other trade organisations in regard to
your line of thinking; I am a little
amused. Only this morning, the FIC-
CI came out with a statcment that
they were opposing this by-now-fam-
ous Singapore Declaration. Would
Mr. Chidambaram go along with this
statement? No. Madam, there is ai-
ways a slight problem when you
quote others in support of your posi-
tion. I think you are sufficiently
strong to defend your position.
Forget about the FICCI. I told even
the Prime Minister today. Forget ab-
out mewspaper comments.

Anyway, let us come to the basic
issuc. You think that as a result of
these two important amendments,
there would be a total transformation
of what is happening in the capital
market. But Madam, both in the
capital market, the primary market,
and the share market, things are
very, very bad. It is a crisis situation.
Nobody is bothered to buy shares.
Nobody is bothered either to buy old
shares in the secondary market, or,
invest in new shares in the primary
market. This is a fact.

You have talked about investors’
vonfidence, etc., etc. Let us not go
into that. That is also a basic prob-
icm. Appcals arc made, inviting in-
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vestment in shares. Obviously; the
appeal is to the affluent class, the
upper class, the middle class, the
middle-middle class. But then, Mr.
Finance Minister, you were also in-
viting the same class to shop. You
made a statement about three weeks
back, a very beautiful statement. 1
felt like writing a letter to you. You
were exhorting the countrymen to
shop and shop and shop.

SHRI P. CHIDAMBARAM: You
are misquoting.

SHRI ASHOK MITRA: Anyway,
if people go on shopping and shop-
ping and shopping until they drop
decad, they would not have any
money to buy the shares with. This is
the crisis we are facing. This is a
crisis of domestic savings. You are
appealing to the same, narrow, sec-
tion, i.e. the upper class, to buy and,
at the same time, asking them to
save. This is an impossible arithmetic
match. Therefore, I do not think the
purpose. would be served.

All right; go ahead with these two
amendments. Go ahead with it if it
pleases your soul. T would not want
to come in the way. But six months
hence, if I meet you in the corridor,
in the lobby, of Parliament House, I
would check up with you as to how
many extra shares were bought or
sold, as a consequence of these two
amendments.

Madam, there is one final point.
With all these things, if you think
that within the next six months,
things would improve, you are
wrong. Things cannot improve.
Things cannot improve if the present
Government continues to follow the
economic policy of the previous Gov-
ernment. On the other hand, you
would go down into the very nadir of
ruin. This is what would happen.
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Therefore, Mr. Finance Minister,
go ahead with this legislation. But at
the same time, let me point out that
you would not see the end of the
road, so far as the share market is
concerned, so far as the economic
situation is concerned.

Thank You.

SHRI SATISH AGARWAL: To
whom should the Finance Minister
appeal for shopping? ‘o Dr. Ashok
Mitra? He never buys anything.

DR. BIPLAB DASGUPTA: To
his wife.

THE VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): Dr. Gopal-
sinh G. Solanki.

DR. GOPALSINH G. SOLANKI:
Is my name there?

SHRI SATISH AGARWAL: Shri
Narendcra Mohan would be
speaking.

THE VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): Shri R.K.
Kumar

SHRI R.K. KUMAR (Tamil
Nadu): Madam Vice-Chairman, as
has been explained by the hon. Fi-
nance Minister, this is a very simple
Bill, intended to provide protection
to depositors and protection of em-
ployees’ interests in the case of wind-
ing up, besides making some pro-
cedural changes and legal require-
ments in the corporate sector.

Madam, I would not go into the
working of stock exchanges or other
matters. Briefly, I would confine my-
self to the Bill. Basically, I do not
find anything objectionable in any of
the clauses of this Bill, excepting
clause 6. This is in regard to the
introduction of non-voting shares by

. companies.

- sme e __17.R
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The hon. Finance Minister has been a
very competent lawyver and bhe knows
company law and how the companies
operate. Mudam Vice-Chairman the rule
of majority is the cardinal principle of
company law but, mo:c often than not,
this cardinal principie of company lzaw has
been made into an ordinary principle of
oppression and mismanagement. Leave
alone the minority sharcholders, today
cven the promoters or those who are at
the helm of affairs of 2 company, those
who manage the day-to-day affairs of a
company, have a very, very little stake
the company, It is eithor the financial
institurions of the Go-crnment or the
jarge volume of sma!l shercholders whe
put in their money reguired by the
company and they hold the Majority
share holding. Now, by the introduction
of these nen-voting shares, the interests
of these two groups are affected. First |
wouid request the hon. Finance Minister
to study what its impact wouid be. Many
of the shares in the companies which
cperate—if not 51 per cent, at least 35 1o
40 per cent—are held by the financia!
institutions owned by the SGovernment of
India. What would be :he impact of non-
voting shares being introduced by these
companies? What eifect would it have on
the management of a company and how
would the control of the Government,
through the financial institutions which
have invested ii: the company, get
diluted?

No. 2: No doubt, a congent argument
nas been given by the hon. Finance
Minister in  this  regard, that the
introduction of non-voiing shares would
have to be specified in the Articles of
Association and it should be approved by
a special resolution which requires 75 per
cent of the sharcholders present and
voting. And, after all, the third condition
is the condition of the market. We know
the marker, and recently we had an
occasion to discuss the havoc played by
the non-banking finansial companices in
the wrnincorporated secior, particularly in
Tamil Nadu.
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So hcre is an instrument and, through
aggressive marketing, you will be able to
market these non-voting sharecs. But what
happens to the people? It is specified that
by a resolution what higher percentage of
dividend these non-voting shares would
get would be decided. But, suppose, the
voting rights shares are to get zero
dividend, it is not clear as to what higher
rate of dividend those shares other than
the voting rights shares would get. So this
requires a ot of study, a Jot of
consideration, to protect a large volume
of not only small shareholders but also
institutional shareholders. Actually,
Government money is involved through
the IDBI, ICICI, UTI and LIC. They
have all invested a lot of money in
shares, and how this is going to affect
their intercsts also has to be studied.

Therefore, 1 humbly submit to the hon.
Finance Minister not to go ahcad with
this amendment. Clause 6 need not be
pressed. Rest of the Bill is welcome.
Thank you.

SHR1 SATISH AGARWAL: The
consensus of the House is, generally, for
dropping clause 6. You go by the
consensus.

SHR! P. CHIDAMBARAM: 1 said I
will go by the consensus.

SHRI! SATISH AGARWAL: I have to
go by 5.30.

SHRI P. CHIDAMBARAM: you can
go on the basis that we will withdraw it.

SHRI SATISH AGARWAL: Thank
you very much.
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I ¥ 3 ag o wa B aga st 3,
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Hfufem, 1056 H T wms ¥ GEA
YR ¥ TEH U A | W T )
aue we & Be S IR e ¥, wdv ¥ sk
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SHRI NARENDRA MOHAN (Uttar
Pradesh): Madam, our eminent Finance
Minister is an eminent economist also. It
would have been better if he had brought
a comprehensive company law. With
short measures, I don’t think that the

health of the corporate sector is going to
improve.

The basic problem that the corporate
scctor is facing is due to the money
market which is very very shy. Perhaps
he thinks if there are non-voting shares,
the money will flow. He feels if non-
voting shares arc therc. perhaps it is
going more to the intcrest of the multi-
nationals and foreign investors. 1 doubt
this very much. Firsily the money, which
the investor will be putting in the com-
pany in the shape of non-voting shares is
likely to be misused more. You arc aware
how in Tamil Nadu, the non-banking
companics, which are having deposits of
thousands of crores of rupees, are using
that depositors’ money. Here you want to
protect the depositors as you said in your
speech...

SHRI P. CHIDAMBARAM: Please sit
down for a minute. I thought I clarified it
in answer to a question. I do not blame
you. There is a popular misconception
which does not kecep a distinction bet-
ween a non-banking finance company and
Nidhi or a Mutua! Fund under section
630 and unincorporated finance com-
panies, whatare known as “blade com

apnies” in Kerala. These go by the name
“finance companies”. They are not com-
panics recgistered under the Companies
Act. So, one must keep this distinction in
mind. Non-banking financial companies
have to observe prudential norms and are
under the control of the Reserve Bank

Nidhis are also governed by the Com-

apnics Act and the Reserve Bank guideli-
nes, but the guidelines deserve to be
strengthened. 1 have already indicated
that action is being taken. What you are
talking about and what Mr. Ravi men-
tioned, are unincorporated bodies, which
are not companies, which are Nidhi. It is
just people coming together and collect-
ing money. It is these which are creating
havoc. 1 have already promised action in
this House. It is in an advanced stage of
examination. If there is time, I said, a
Bill will come. Otherwise I will do it as
an ordinance. So, action is being taken to
control all these unincorporated bodies.
When you say NBFCs, I wanted you to
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know the difference between NBFCs and
these unincorporated bodies.

SHRI VAYALAR RAVI: There are
new companies coming in a new form.
They say things like teak etc. So, instead
of money, other kinds also come in. Will
you look into that also?

SHRI P. CHIDAMBARAM: Yes, ac-
tion is being taken.

SHRI NARENDRA MOHAN: Mr.
Ministers, you are very kind to explain
the whole thing, but there are companies,
which are genuinely corporate companies
and are still misusing funds., You are an
expert on corporate companies. You
know how the corporate sector will be-
have if there is no control of the investors
on the management of the corporate
sector. Actually non-voting share may be
a good thing in Europe or in America,
but that real and genuine financial culture
is yet to come in India. Here things are
altogether different. Here we have to go
very slow in these areas. There are good
areas, where perhaps, wou can mop up a
lot of funds and the moncy can be
available for the development of the in-
frastucture and for the industry, but the
whole problem is about the safeguard for
that money. If there are some such com-
panies which are able to get a lot of
money, then what is the safeguard?
There is absolutely no safeguard for the
‘non-voting shares. Since vou are yourself
perhaps going to withdraw that clause, I
feel that is a good gesture. But, still 1 feel
you have to do something once you ar~
going to bring in a new Companies Act,
because a lot many things are to be done
to change the whole climate in the corpo-
vate sector. The present climate is full of
many such odds as well as, I would say,
pollution. Unless you are able to clear it,
neither the industry is going to grow, nor
the share market is going to improve.
The average investor has lost confidence
in the corporate sector. That is the crux
of the whole thing. If every investor loses
his confidence in the corporate sector, 1
do not know how the industry is going to
flourish and how the money would come
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in. The Minister just can’t say, let the
market conditions prevail and things
would improve. It is not going to prevail
that way. The situation would only im-
prove if there is a genuine safeguard for
the investors.

With these remarks, I agree with your
remaining amendments except the con-
troversial clause which you have prom-
ised to withdraw.

SHRI P. CHIDAMBARAM: Madam
Vice-Chairperson, I do not want to take
more than a minute or two to give a
reply. As I said, on non-voting shares,
there are two views. It was my duty to
place before this House, the views. of the
industry as well as the views of the
Standing Committee. I think that I have
discharged my duty by placing the two
views. 1 said, I will go by the sense of the
House. Since all those who have spoken
seem to think that clause 6 should not be
moved now and should await a more
comprehensive Bill, 1 accept their view.
have already' given notice of an official
amendment not to press clause 6.

1 just want to respond to Mr. Ashok
Mitra. He is not here. It is good to sece a
life-long Communist - Member lamenting <
the state of the stock market. It is good
to see a confirmed Marxist speaking in
favour of the capital market investors
..(Interruptions). ..

. DR. BIPLAB DASGUPTA {Wes
Bengal): You see, to destroy capitalism,
we must understand it.

SHRI P. CHIDAMBARAM: It is

.good to have Mr. Ashok Mitra speaking

for 20 million investors in the capital
market. 1 hope that 20 million investors
would take his advice and reject his
ideology while investing.

Madam, there is no need to think that
the corporate sector will not conduct
itself responsibly. In fact, much of the
speculation about the state of the corpo-
‘rate sector, in my view, is misplaced. In
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the capital market there will be pcaks
ind troughs. In January, 1996 when Mr.
Narasimha Rao’s Government was in full
authority and the economy was expected
to do very wecll—at least 62 per cent
growth—the scnsex dropped to 2820.
Three days after our Government won a
vote of confidence and we had not even
presented Budget, on the 16th June, the
Sensex rose to 4004. Clearly the Sensex
was not reflecting the economic funda-
mentals of January or the economic fun-
damentals of June. The Sensex is not
driven by any arithmetic equations. The
Sensex is driven by market sentiments
and how the investor discounts a number
of factors, the corporate performance
being just one factor. The corporate sec-
tor has done well. Profit before deprecia-
tion, interest and taxes was higher in the
first six months of this year than in the
corresponding period of last year. Profit
after tax is 2 percentage points lower and
the reason is clearly because intercst costs
have risen by 43 per cent. Therefore, I
do not think that we should draw such
quick-fire conclusions. Business goes
through cycles. Industry goes through
cycles. 1 believe that the corporate sector
will do well this year. With interest costs
coming down, in the second half of this
year the corporate sector should do bet-
ter. The CII took a survey of business
confidence about expected industrial
growth. About 370 odd business-men pre-
dicted that the industry will grow at 10
per cent this year. I do not see any
reason why we should either be pessimis-
tic or spread pessimism. Both Mr.
Narendra Mohan and my friend here,
Mr. Jalaludin Ansari, lamented the state
of the corporate sector and the conduct
on the part of tertain corporates which is
not very praiseworthy. But please tell
me, other than the joint-stock company,
is there any instrument which can pro-
mote growth? Growth, in all economies,
has been led by the joint-stock company.
There does not seem to be a substitute
for the joint-stock company. In any
event, we have not found a substitute. It
is true that some corporates do not be-
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have in the manner they should behave.
That is why I have advocated the evolu-
tion of a code of governance. The Gov-
ernment is not doing anything in that
behalf. But have urged thc financial in-
stitutions to interact with industry associ-
ations to evolve a code of corporate
governance. I believe a draft code is
ready and they are discussing it. And I
hope that they will be able to announce
the code of corporate governance very
soon. It is not as though thousands of
companies behave badly. Please re-
mcmber that there are 7,000 companies
which are listed on the stock exchange.

SHRI NARENDRA MOHAN: I want
a clarification. Are you going to take
Parliament into confidence about the
code of governance?

SHRI P. CHIDAMBARAM: It is not
statutory. But we can discuss it. It won’t
be a statutory code. But we can diScuss it
when they form the code. It will be a
self-imposed code. About 7,000 com-
panies are listed in the market. Yes,
there have been some examples in recent
years, ten years ago, twenty years ago, of
bad corporate behaviour. But I do not
think it is fair or correct to tarnish ail
corporates with the same brush. There
are corporates who behave; there are
corporates who have led the growth in
this country. And we must find ways in
which we can strengthen the corporate
sector even while punishing erring cor-
porates.

There is some good news. Mr. Mitra
was here. He will be happy. The BSE
index increased by 78 points today. And
the NSE index increased by 28 points
today. Don’t be in a hurry to congratu-
late me because if tomorrow the index
dips, you will blame me.

All I am saying is, ] am taking steps to
ensure that confidence and buoyancy are
restored in the capital market.

SHRI VAYALAR RAVI: Why are
they sentimental? There are 20 million
investors.
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SHRI P. CHIDAMBARAM: I under-
stand vour point. I am n«t an cxpert. But
§ can understand that. 1 think what is
happening is this. I gave some reasons
yesterday in Bombay. I will not repeat all
that now. They are discounting the
cconomic and political factors. If he
opens the newspaper on a particular day
and finds a scam or a raid or an arrest,
surely, the investor is discounting that. I
have mo control over all that.

Please ted me, apart from MAT, which
is again comtroversial—l have got power-
ful supporters for MAT—.. . (Interrup-
tions)...

THE VICE-CHAIRMAN (MISS
SARQOJ KHAPARDE): 1 think there
should not be a running commentary. Let
the Minister reply.

SHRI P. CHIDAMBARAM: Please
tell me one stcp which the Government
has taken in the six months that we have
been in office which is perverse or plainly
wrong or anti-reforms or against the in-
terest of the shareholder. There is not
one step, Mr. Narendra Mohan. There is
not onc step. You may say that we have
not taken some steps. You may urge me
to take those steps. But there is not one
step that I have taken or over Govern-
ment has taken which can be regarded as
investor-unfriendly or corporate-unfriend-
ly or anti-reforms or a preverse step. We
have taken a number of steps in the
direction of reforms. And we will con-
tinue to take steps in the direction of
refroms. What 1 am doing today is aimed
at investor protection.

Mr. Mitza mentioned two clauses. 1
regret he did not mention my amendment
to section 58A. That is the most impor-
{ant clause of this Bill. It is to protect the
investor, to protect the depositor. After
this Bill becomes an Act, an erring com-
pany which does not return the deposit of
the depositor, cannot give an inter-corpo-
rate loan, cannot give an inter-corporate
guarantee. It will not be entitled to avail
of sections 370 and 372. That is a major
advance. We are taking a major step to
ensure that in the case of winding up, thr
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worker will get much more than Rs.
1,000~ that was fixed in 1956. What is it
worth today? We are taking a number of
steps which will strengthen the corporate
behaviour, which will restore the inves-
tors’ confidence. I would like to take this
opportunity to appeal to investors, that
apart from other saving instruments,
share and debt instruments, which are
available in the capital market, are very
important saving instruments, and people
who have savings, who have surpluses,
must return to the capital market. My
Government and I will do everything that
is possible to restore confidence in the
capital market, to restore buoyancy in the
capital market. We are mnot going to do
anvthing in a knee-jerk way. We will
examine what needs to be done and we
will do it. We cannot address all prob-
lems through fiscal concessions. 1 am
sometimes surprised that demands for
fiscal concessions are made day after day.
If 1 Give away fiscal concession, 1 need
money for other things—education,
health and for infrastructure. We cannot
give away fiscal concessions. Fiscal con-
cession is not the answer to all the
problems of the capital market. Anyway,
fiscal concession cannot be given every
second Monday of the month. Fiscal
concessions, if at all, can only be dealt
with when we present a Budget. 1 think
this Bill is impartant and I am-grateful
for the wide support that this Bill has
received.

DR. BIPLAB DASGUPTA: I would
like to seek one clarification. I saw this
news-item in the newspapers—the
mention of fiscal concessions. Are you
having rethinking about MAT?

SHRI P. CHIDAMBARAM: No. 1
will explain. All that I said was why
MAT was occasioned. MAT was
occasioned because you can declare
profits and huge dividends by working a
balance-sheet under the Companies Law.
At the same time, you can declare that
you have no profits on which taxes have
to be paid under the Iacome-tax Law
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because the provisions of the two laws
have not been aligned with each other. I
said, since the two laws are being
redrafted now, both the Companies Law
and the Income-tax Law, when we bring
about a better alignment between the two
laws, the cause for MAT may disappear.
That is all I said. That statement was
right. When the two laws are aligned, I
think the cause for MAT might
disappear. After all, the goal is that
people who make profit, must pay tax. If
that goal is achieved through MAT or in
any other manner, I don’t think you can
cavil. It is not the route which is
important. It is the goal which is
important. A company which makes
profit must pay tax. That can be achieved
by amending the Companies Law and
Income-tax Law and aligning them. But I
have not come to any conclusion. All I
said was that the two laws are being
redrafted. Let us wait to%ee the draft of
the two laws. (Interruptions)

SHRI R.K. KUMAR: Sir, 1 am
thankful to you for having done this. This
was what 1 spoke during my Budget
speech when you introduced MAT that
different rates of depreciation under the
Companies Act and the Income-tax Act
is creating this situation. J am thankful to
you for having taken care of the point.

SHRI P. CHIDAMBARAM: 1 am
happy that people agree with me. In fact,
1 said this in my reply to the Budget
debate that it is because the two laws are
not aligned with each other. I think we
can address ourselves to this question
later. For the time being. 1 think we
should pass this Bill and give a clear
signal that the Governments stand by
investors’ protection, stands for good
corporate behaviour, and would like to
strengthen the corporate sector and
advance the capital market also. Thank
you.

THE  VICE-CHAIRMAN (MISS.

SAROJ KHAPARDE): The question is:

“That the Bill further to amend the
Companies Act, 1956. be takem into
¢onsideration.”

[RAJYA SABHA]
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The motion was adopted.

THE VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): We shall now
take up clause by clause consideration of
the Bill.

Clauses 2 to 5 were added to the Bill.

Clause 6—Substitution of new sections
for section 86.

THE VICE-CHAIRMAN (MISS
SARQOJ KHAPARDE): Now we shall
take up clause 6 for consideration. There
are two amendments.

SHRI P. CHIDAMBARAM: Madam,
the first amendment has now become
irrelevant. Now 1 am moving an
amendment to delete the whole of clause
6. 1 move:

That at page 2, lines 30 to 45

and

at page 3, lines 1 to 16 be omitted.

The question was put and the motion

was adopted

Clause 6 was dropped from the Bill.
Clauses 7 to 11 were added to the Bill.

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

SHRI P. CHIDAMBARAM: Madam,
1 beg to mlove:

“That the Bill, as
passed.”

amended, be

The question was proposed.

SHRI VAYALAR RAVI: Madam, I
want only one minute. The Minister has
given an assurance on the floor of the
House. A message has gone to the
investors and the corporate sector. There
are certain inconsistent laws like MRTP,
FERA, etc., which are existing. I would
like to know whether these Acts would
be amended only when demands come
from the industry or whcther they would
be amended to suit the present economic
situation. Did you apply your mind to it?
Did you think about it?

SHRI P. CHIDAMBARAM: Madam,
1 don’t wish to give an answer or
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assurance at the moment. At the moment -

my hands are full wi«u: the company law
and the incomec-tax law.

THE VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): Now 1 shall put
the motion to votc. The question is:

That the Bill, as amended, be passed.
The motion was adopted.

THE VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): Now I shall take
up the Zero Hour submissions.

AN. HON. MEMBER: Nobody is
here.

THE VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): What can 1 do?
The Zero Hour submissions are there.

PROQOF. VIIAY KUMAR
MALHOTRA: Madam, can we take it
tomorrow?

THE VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): Then we will
take up the special Mentions.

DR. BIPLAB DASGUPTA: Madam,
before you take up the Zero Hour
submissions, 1 want to mention one thing.

THE VICE-CHAIPMAN  (MISS
SAROJ KHAPARDE): If you don’t
want to take wup the Zero Hour
submissions and the Special Mentions, let
us take up the Coal India (Regulation of
transfers and validations) Bill, 1995.

DR. BIPLAB DASGUPTA: Madam, I
want to make a submission on this Bill.
Before you allow this Bill to be moved, 1
have a very strong objection to it.

THE  VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): What is your
objection?

PROF. VIJAY KUMAR
MALHOTRA: Madam, what happened
to the Zero Hour submissions?

DR. BIPLAB DAS GUPTA: Madam,
this Bill. has gone to the Standing
Committee and the Standing Committee
came to a conclusion that this Bill
transfers the rights of the states and,
therefore, this Bill should not get
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- through. That is the opinion of the
Standing Committee. What 1 am
suggesting is this. If the Minister agrees,
this Bill should be referred to the Law
Ministry. Let the Law Ministry go
through it. (Jnterruptions).

THE VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): Mr. Dasgupta,
in that case I would like to take up Zero
Hour submissions. (Interruptions).

DR. BIPLAB DASGUPTA: Madam,
if the hon. Minister grees o my
suggestions, you can dispose it of in two
minutes. (Interruptions)
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