
 

SHRI K. P. SINGH DEO: It has not 
become an Act. The Ordinance is still not 
revoked. Unless and until it gets the assent of 
the President, it will not become an Act. In 
any case, the State Gtvernment is the 
Implementing agency. 

SHRI S. VIDUTHALAI VIRUMBI: This 
issue should be taken into consideration. 

THE VICE-CHAIRMAN (SHRI V. 
NARAYANASAMY): The Minister will 
consider it. 

SHRI S. VIDUTHALAI VIRUMBI: Mr. 
'Vice-Chairman, thank you for your 
assurance. 

THE VICE-CHAIRMAN (SHRI V. 
NARAYANASAMY): Now the question is. 

"That the following amendments made 
by the Lok Sabha in the Cable Television 
Networks (Regulation) Bill, 1994, be taken 
into consideration,  namely: — 

* 
"ENACTING FORMULA" 

(1) That at page 1, line 1, for "for 
ty-fifth" substitute   "forty-sixth". 

CLAUSE.] 

(2) That at page 1, line 6. for 
"1904" substitute "1995". 

CLAUSE-23 
(3) That at page 7, for lines 13 

and 14, substitute  "1995". 

Ord. 3 of 1995 "23. (1) The Cable 
Television Networks (Regulation) 
Ordinance. 1995 is hereby repealed"." 

The  motion was adopted. 

SHRI K. P. SINGH DEO: Mr. Vice-
chairman, Sir, I beg to  move: 

"That the amendments made by the Lok 
Sabha in the Bill he agreed to." 

Securities Laws      458 (Amdt.) Ord. 
1995 (No. 1 of 1995) 

The question was, put and the motion was 
adopted, 

THE VICE-CHAIRMAN (SHRI V. 
NARAYANASAMY): Now there are two 
more Bills. We will take up the Special 
Mentions after these Bills are  passed. 

SHRI GURUDAS DAS GUPTA: There is 
only   one Bill. 

THE VICE-CHAIRMAN (SHRI V. 
NARAYANASAMY): No. The earlier Vice-
Chairman who prescribed over the House 
took the sense of the House and he started the 
debate. Now we have to take up the other Bill. 

DR.   BIPLAP   DASGUPTA:      Mr Vice-
Chairman,  the   Customs     Tariff 
(Amendment)   Bill,   1995,   ... (Interruptions) 
... 

THE VICE-CHAIRMAN (SHRI V. 
NARAYANASAMY): Dr. Das-gupta you 
cannot rise whenever you want. Now we are 
on a different subject. Kindly take your seat. 
Now we will continue the discussion on the 
Statutory Resolution moved by Shri Viren J. 
Shah on the Securities Laws (Amendment) 
Bill, 1995. Shri Raghavji will continue his 
speech. 

 

DR. BTPLAB DASGUPTA: We cannot 
discuss the Customs Tariff (Amendment) Bill. 
1995 today. No time has been allocated  for 
this. 

 
THE      VICE-CHAIRMAN       (SHRI 

V.   NARAYANASAMY):   That      has 
not come up  for discussion   We   are 

discussing some other Bill. 

(I) STATUTORY RESOLUTION SEE 
KING      DISAPPROVAL   OV    
THE SECURITIES     LAWS       
(VME/VD-MENT)     ORDINANCE.     
1995 (N 5 OF 1995). 

457      Statutory Res, seeking    [ 21 MAR. 1995 ] 
Disapproval of the 



(II)       THE       SECURITIES      LAWS 
(AMENDMENT)     BILL,     1995— Conttd 

"to register and regulate the working of 
the market intermediaries." 
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"The idea to give more powers to SEBI 
to regulate the corporate Sector is good. At 
the same time, it 's also necessary that the 
Government implements the programme 
effectively." 
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'Exchanges in, the country were not ready to 
launch equity-based option-trading." 
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SHRI K. RAHMAN KHAN: (Kar-nataka): 
Mr. Vice-Chairman, Sir, I welcome the Bill to 
amend the Securities and Exchange Board of 
India Act, 1992 and further to amend the 
Securities Contracts (Regulation) Act, 1956. 
The amendments are timely and they are the 
need of the hour. In the Statement of Objects 
and Reasons it has been stated that this Bill 
has been introduced to regulate the working 
of the stock exchanges and also to regulate 
the intermediaries and the companies on 
matters relating to issue of capital, transfer of 
stock exchanges. Earlier there was dental 
thereto, 

Sir,I would like to recall that it was late 
Shri Rajiv Gandhiji who wanted to bnna in 
celain control in fhe functioning of stock 
exchanges. Earlier there was absolutely no 
control over stock exchanges and there was 
control only on capital issue by the Controller 
of Capital Issues. But unfortunately the 
Governments which succeeded never brought 
forward any legislation to regulate these stock 
exchanges. It is our Government whch 
thought of regularising the stock  exchanges  
and  the    Bill    was 
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(Shri K. Rahman Khan) brought.     Now 
not     only     are    the stock     exchanges,    
but     the    entire capital   market  is   being     
regulated Dy the SEBI. 

Sir, for any growth or development we have 
to pay a price. The recent securities scam was 
also a price that we have to pay and rightly the 
Finance Ministry has, after careful thought, 
brought this Bill. Basi-qally this piece of 
legislation nims at empowering the Board with 
powers to register, regulate and penalties those 
who are connected with the securities market. 
The. entire amendment relates to control and 
particularly Section 15 is very exhaustive in 
which different violations have been clearly 
indicated and the penal provisions and the 
penalties, impossible, have been clearly stated. 
1 only hope that while implementing these 
penal provisions the offi-cens who are 
untrusted with the job of enquiry and 
penalising will implement these penal 
provisions strictly. As has been rightly pointed 
out by Mr. Raghavji, the penalty prescribed in 
the Bill is nothing when compared to the crime 
that may be committed in the capital market. I 
only hope that stringent penalties including 
prosecution will be introduced in future 
legislation because, that the section says that 
the adjudicating officers should impose 
penalty after holding an enquiry and if he is 
satisfied that such a person has failed to 
comply with the provisions of any section 
specified in sub-section (1). he may impose 
penalties as he thinks fit. The maximum 
penalty imposed is Rs. 5 lakhs. Power has 
been given to the adjudicating officer to 
impose penalty, which means he can even 
impose Rs. 100 as penaltv particularly taking 
into account the crimes committed. It is not 
right, in my opinion, to give this power to the 
adjudicating officer to impose penalty as he 
thinks fit and the legislation should prescribe 
the minimum penalty and the maximum 
penalty. Sir, today, the major problem   is not 
the vari- 

ous  players,    in  the capital market. I  am  
more  concerned  about  the  regulations   
which   SEBI   is   going     to impose on the  
primary market"   because     it    is    the    
primary    market where small   investors will    
be    investing   their   savings.     Seeing  -what 
is     happening   in     the    last     three months  
in  the primary   market,  the number   of  
issues   which   are  floated for  raising   capital   
in   the     market, one feels whether   there is 
any   control at all by the SEBI in    allowing 
so   many   issues.      if  you     carefully 
examine   the. issue of    M.S.     Shoes which 
is now     being    talked    about in the entire 
country, we should find out who has    failed,    
whether    the Securities   and   Exchange  
Board    of India who    has been entrusted with 
this   responsibility   has   taken    sufficient 
care before permitting a num-•ber   of 
companies  to issue and raise capital   from    
the    market.    Doubts were  expressed  and  
there    were    a number  of editorials also  in  
various newspapers        about     many    issues 
which     were floated, particularly in the     last     
three    months.      Several thousands of rupees 
of savings  were collected   from    the     
market-     Nobody    knew    how     the    
companies would perform or even what type of 
companies     they      were.     Financial 
companies,  especially, -were  going  to the  
market  with    premium     issues. Of course, 
later on it was seen that some  regulations were    
brought    in. But before that,    a number    of 
non-banking     financial     companies    had 
gone to the market with     premium issues.     
How  was   that  possible  all of   a sudden?     
It requires a qareful scrutiny by the SEBI.    
Another important  aspect     which  has     to    
be taken care of by the Finance Ministry and 
also the Reserve    Bank    is that the public 
sector banks  should not be allowed   to play 
with    their funds   in  the  secondary market 
because  if  is  the     secondary    market which  
deals   in   speculative  transactions.     The   
long-term   financing  institutions,   the   
mutual    funds     the UTI can     invest in    the    
securities market  or in the secondary market. 
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But why should the funds of the 
nationalised banks which are meant 
for devtelopmental activity,, which 
are meant for giving 
loans for the priority sector be involved in the 
securities market? Thv primary object of the 
banks is that they should not deal with 
secondary market or the share transactions. 
So, I urge upon the Finance Ministry to see 
that the banks do not deal with the secondary 
market. No doubt, there are a number of 
restrictions on the banks to invest their funds 
in the secondary market or in the capital 
market. Though there are restrictions, still he 
banks are utilising their funds i.n  the 
secondary market. 

Sir, as regards the SEBI, today   in eply to the 
Starred    Question    No. 103. it is said: 

"The SEBI issued guidelines for 
disclosure and investor protection for 
governing the issues of security by 
companies for inter-alia enabling the 
investors to take in-formeid decisions. The 
offer dicu-;nentt of companies proposing to 
raise the capital from the public are vetted 
by SEBI for ensuring adequate 
disclosure.'* 

Sir, 'adequate disclosure' is a misnomer. 
There is no adequate disclosure. Most of the 
companies which. are going to the capital 
market are indulging in activities which are 
not fair, and the public is not aware of what is 
going on. Some of the smaller companies 
which were earlier not having any credibility 
in the market or which were not listed in the 
stock exchange ere also now going to the 
capital market for Bs, 5 crores or Us, 10 
crores. All of a sudden they list themselves in 
the stock exchange and then go to the capital 
market, raise the capital and make good 
publicity. They are using the electronic media 
also, and people are now becoming crazy for 
investment in the primary   market. 

Unless the SEBl is careful and vigilant, most 
of the small investors are going to face 
problems. Today, the MS Shoes advertised. 
You can see the advertisement which they 
look in the electronic media. Various other 
big issues for Rs. 40 crores and Rs. 50 crores 
are going in the market. It is the obligation of 
the SEBI to see that companies are not 
allowed to raise capital in the market in that 
way, particularly from the small investors. 

With these few  comments, I  welcome  the  
Bill.   I   support   the    Bill. 
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'Cause and effect run from the eco 
nomy to the stock market and never 
the reverse'.
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THE VICE-CHAIRMAN (SHRI V. 
NAPiAYANASAMY): No. no your time is 
over. 

SHRMATI    SARALA       MAHESH- 
WARI;   I will take five, ten minutes more. 

THE VICE-CHAIRMAN (SHRI V. 
NARAYANSAMY): No, I will not allow it. 

SHRIMATI SARALA MAHESH-WARI:   
Only five  minutes more. 

THE VICE-CHAIRMAN (SHRI V. 
NARAYANASAMY): Not five minutes,  but 
only two  minutes. 
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The Government should firmly step in to 
curb unhealthy speculation and it should not 
give in to the demand that curbs on forward 
trading 'be removed because it would only 
make legal the pernicious practices that 
obtain at present- Stringent measures are 
necessary to stop the iot in stock exchanges." 

'The basic issue is that the stock 
exchange must be regarded as a public 
intitution rather than   pri- 
vah- body of brokers." 
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THE VICE-CHAIRMAN (SKRI V. 
NARAYANASAMY): Shri Mool Chand 
Meena, not here, Shri Jagesh Desal. 

SHRI JAGESH DESAl; Mr. Vice. 
Chairman, Sir, I was listening to the speenhes 
of Shrimati Sarala Mahesh-wari and other 
colleagues. I want to make one thing very clear 
to them that it was the late Rajiv Gandhi who 
wanted that there should be some regulatory 
system for the stock Exchanges, and an idea 
was mooted when he was the Finance Minister 
I think that some spade work was done, some 
dacha as prepared. In the meanwhile, we have 
lost the elections and the Janata Dal came into 
power. Those who are talking about the 
security system today were not having any 
regulatory system in the Stock Exchanges, in 
the financial sector during their regime. For 
two years, they could not do anything. When 
Dr. Manmohan Singh took over as the Finance 
Minister, the first among so many good works 
he has' done was a fundamental change in the 
financial sector. He has introduced a regulatory 
system. He gave teeth to the SEBI. Today, 
when you see the clippings of the newspapers, 
when this Ordinance was promulgated, every 
newspaper has applauded his effort and said 
that the SEBI has been given teeth by this 
Government After the SEBI has been given 
powers, in the primary market there was an 
investment of Rs, 6,000 crores in the year 
1992-93. In 1993-94, it was more than Rs. 
12,500 crores. That meats a growth of 170 per 
cent. Why? Because people felt that the SEBI 
was there to safeguard their interests. 

Regarding Mutual Funds, 5f I remember 
the figure correctly, there are 21 Mutual 
Funds. They control funds amounting to Rs. 
84,820 crores. Out of this fund of Rs. 64.820 
crores, 81 per cent was controlled only by  the 
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UTI. Now, the UTI has been bro-ught under 
the jurisdiction of the SEBI. This is what the 
resent Government has done because there 
were many complaints against the UTI also. 
Now, brokers nan be asked to submit any 
document. The SEBI can summon them to 
submit any document to verify whether they 
are behaving properly or not and that they do 
not play any mischief. 

Secondly, the SEBI has been given powers 
to amend the regulations without the approval 
of the Govern-me it an autonomy has been 
given Oh SEBI. That is why now there is 
more confidence; in the minds of the peple. 
They have a feeling that .he SEBI would look 
after their interests. In 1992, there was an 
investment of Rs. 6,000 crores in the primary 
market. Now, it has gone up to Rs. 12,000 
crores. 

In January, 1993, there were 10 Foreign 
Institutional Investors. What was their 
investment? Their investment was only Dollar 
0.2 million That means, about R6. 6 crores. In 
January, 1993, the FIIs were 136. Their 
investment in the secondary market was 
Dollar 1,231 million. That means'about Rs. 
5,000 crores. In December, 1994, it has gone 
up foreign investors have the confidence 
foreign investors have the confidenne that the 
Government of India is there to monitor the 
business in the Stock Exchanges and the 
financial sector; otherwise they would not 
have come to this sector. 

At the same time, I would also like to 
caution the hon. Finance Mi-nlser on two or 
three aspects. With this financial power, FIIs 
or Mutual Funds should not be allowed to 
play with the price of shares. In the past, this 
has happened. When I was going through 
newspapers I saw one good feature about the 
SEBI. After the SEBI came into the picture, 
after it has been given teeth what was the 
behaviour of the share prices in  the 

 
Stock Ebcnhange? I would like to plact this 
fact before the House. In April, 1996; the 
senset w.s.x2,205. In-December, 1993, it was 
3,302. There wag a tremendous rise in the 
share prices perhaps because of speculation 
Or some other reason. But if you see the 
picture in 1994, it is quite bright. I am happy 
to place the picture before the House. In 
April, 1994, the Sensex was 38215. By 
December, it only rose to 3950. That means 
the share prices were stable; the SEBI was 
doing very good work. They were monitoring 
it. That is why there was not much fluctuation 
in the Prices of shares. But, recently, the trend 
is quite the reverse. We are seeing 
fluctuations daily. The share prices are not 
linked to the Intrinsic value of the assets of 
the company whose shatres are held. The 
fluctuations are because some big investors or 
mutual Fundg or foreign interests are playing 
with the prices of the shares. That is what the 

Finance Minister had to look into. But he has 
now given all the powers to the SEBI. The 
SEBI has to function properly now. I will not 
find fault with the Finance Minister. As 
regards the functioning of the SEBI. Most of 
the powers, even the power to levy penalty, 
have been given to the SEBI. Now the SEBI 
has to behave and must see that all the 
brokers and others behave properly. The 
confidence of the people who want to invest 
in the share market has to be restored. 

I am happy to see that all such actons are 
taken. All the newspapers have applauded 
them. Now the SEBI should act with a very 
strong hand and see that speculative 
transactions are totally eliminated 

Then the hon. Member talked about auction. 
Who is opposing it? The brokers want, the 
"badla' system to be continued and the 
Government has made it very very clear that 
it 1s not going to allow it.    We have   to 

e held. The fle e 
some  big inv 
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see that speculative transactions of this kind 
are not allowed, that carry forward 
transactions are not allowed. It was in 
December, 1993 or thereabouts that the 
'badla' system was banned. The earlier 
transactions have also to be liquidated in a 
phased manner. Those who want to play with 
the prices of shares should not be allowed to 
do so. At the same time, genuine investors 
must get the correct information. For that pur-
pose also the SEBI has to look into the 
details. Then only shares should be issued so 
that those who want to invest can know to 
what extent there is risk. 

I am very happy with this amendment 
because it will definitely improve the system. 
There will be better monitoring, instructions 
and better control which will help us to regain 
the lost confidence of the investors. That will 
help us to generate resources for our 
investment which will help- increasing 
production of goods. More production of 
goods will definitely bring down prces. That 
is the only way. Only by more production, 
you can bring down the prines. Otherwise, if 
there is a shortage of goods, then the prices 
are going to increase. 

With these words, I support this very, very 
good Bill. I am sure that the whole House 
will acclaim this Bill. This will help our 
financial system and the share market will be-
have properly and ultimately the people of the 
country will gain out of it.    Thank you. 

THE VICE-CHAIRMAN (SHRI V. 
NARAYANASAMY): Mr. Viduthalai 
Virumbi.   Your time is eight minutes. 

SHRI S. VIDUTHALAI VlRiUM-BI 
(Tamil Nadu); Mr. Vice-Chair-man, Sir I rise 
to oppose the Securities Laws (Amendment) 
Bill, 1995 on so many counts. To cover all 
the points I have to, within the short lime at 
my disposal, will be a race against time. 
However, I will try my best to stick to the 
time-limit. 

Even though the Ordinance regarding the 
provisions of this Bill was promulgated in 
January, practically the provisions of the Bill 
are in force since March 11, 1994. I quote 
page 63 of the Economic Survey; 

"On March 11, 1994, SEBI decided to 
permit carry-forward facilities in specified 
shares in these exchanges under framework 
of transparency and effective regulation. 
The new trading system proposed by the 
SEBI envisaged that all stock brokers 
would be required to pay and settle their 
net positions at the end of the settlement 
period...." 

This clearly shows that even though the 
Ordinance was actually passed in the month 
of January this year, this has been in practice 
since 11th March, 1994. Therefore, after the 
Ordinance has been promulgated it is a new 
thing so far as this Ordinance is con. cerned. 

Then there is another lacuna in the Bill. So 
far as this Bill is concerned, it has dealt with 
the options trading and has given more 
autonomy to SEBI. Now, they need not get 
permission from the Government to change 
the regulations or other things. The corporate 
sector, to some extent has been put under the 
control of SEBI. The trading halls can be 
opened further. The errant brokers can foe 
brought to book. All these things were there. 
But in spite of this, what I say is this. As far 
as the issuance of capital and other issues are 
concerned, under section 11(2) (b) of the 
SEBI Act, there,is control of working of the 
market. The intermediaries are already con-
trolled by that. Regarding the working of the 
market when the intermediaries can be 
controlled under section 11(2) (b) of the Act, 
then automatically, the issuance of capital is 
also part and parcel of the working of the 
intermediaries, then what is the necessity of 
overlapping? I want to know this- 
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Then regarding the share transfer, I would 

like to know under section 22A(3) of the 
SCR Act, whether it is a fact that a company 
may refuse to transfer its securities in the 
name of a transferee; if it is so, whether it 
would become null and void after this. If it is 
not, then why has it been left in the SCR—
Section 22A-(3)?   I want to know this. 

Regarding the insider trading for the 
insider trading, the maximum penalty is Rs. 
five lakhs. Do you think that this amount of 
Rs. five lakhs will be considered by people 
like Harshad Mehta? They will simply throw 
it away. It is a leniency shown to the black-
marketeers. 

Then, Sir, under section 81 of the 
Companies Act, the issuance of capital is 
being controlled by the Companies Act and 
then the DCA. Then the registration of the 
shares transferred is done under section 82 of 
the Companies Act. Sections 81 and 82 are 
already regulating the issuance of capital and 
the transfer of shares. Now, we have inserted 
some other section in the Securities Laws. 
(Amendment) Bill, 1995. I want to know 
whether this section is already there in the 
Statute book. If it is so, will it not lead to 
duplication? Will you see to it that it becomes 
null and void? If it is not so, than there will be 
a clash between the DCA and the SEBI. I 
want some categorical reply from the Minister 
to this question. Apart from this there are so 
many issues that we have to deal with. The 
real issue is not the issuance of capital or the 
transfer of shares. The real issue is something 
different. In order to illustrate this point, I 
quote from "The Hindu'' dated 27th January, 
1995. For quite some time now—and this 
period predates the start of the current libera-
lisation programme—the stock markets' 
movements have kept a large section of our 
opinion makers enthal-led. During the early 
1980s, for ins. tance,   the first tentative steps 
at in- 

viting non-resident Indian participation in the    
Indian    capital    market were taken.    The 
importance of the capital market as a means of 
attracting  the substantial   savings of overseas 
Indians     came to    be    realised. Indian 
companies    started     targeting them for their 
capital issues and the success or    failure    of    
some    share offerings   was directly  
attributed    to this   (at that  time    only)     
external source for such funds.    Obviously, in 
the reform era many   more    players from 
outside—chiefly the  foreign institutional 
investors—have   been held to be primarily 
responsible  for   the recent  swings in the 
market place." The  foreign    institutional     
investors are the real players in the stock mar-
ket and the swing is because of them. There is 
no section in this Bill which can regulate the 
behaviour of  those people.    Instead of that, 
what I find from the Economic Survey 1994-
95 is that   286  foreign  investors  had been 
allowed.    At page 65 of the Economic 
Survey, it clearly says:   "Foreign Institutional 
Investors allowed     access to   Indian capital 
markets on  registration with  SEBI.    286    
FIIs    have been registered by the end of Janu-
ary 1995."    Actually,    "The   Hindu" has 
accused that for the swing in the stock     
market,   the    foreign   investors    are     the    
real    cause.      You are      allowing     them     
to     expand their base.   There is some   
pressure. There is some  pressure.    You    
have succumbed to the pressure    exerted by  
the multinationals.    That is   the accusation 
we have levelled from the very beginning 
when    the    multinationals started entering 
into     India. Now  it is being   proved.    Not 
only that.    To make the    implementation of 
our     liberalisation    policy    more speedier,  
you should  see what   tjhey are  doing'.  I 
quote from the Annual Report for 1993-94, 
page 28: 

 

"World Bank Assistance; fast 
Disbursement Operations: A $ 300 million 
External Sector and Investment 
Liberalisation Programme Loan was 
negotiated with the World Bank in May, 
1993." 
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It is only for the liberalisation programme 
that they are giving loan. I would refer to page 
29; 

"Financial Sector Adjustment Loan: A $ 
300 million Financial Sector Adjustment 
Loan from the Asian Development Bank 
was negotiated with the Bank in 1992, This 
was also a two tranche operation of which 
the first tranche of $ 100 million was drawn 
in 1992-93. The second tranche has to be 
drawn in June 1994, subject to further pro-
gress in our Financial Sector Reform. The 
main features of this loan include phased 
reduction in the Government's impounding 
of bank deposits through reduction in the 
SLR and CRR requirements, simplification 
of the interest rate structure, moving 
towards more market-oriented interest rates 
on Government Securities, introducing 
competition in the Banking system through 
entry of new private sector banks and 
instituting bruden-tial and accountingnorms 
for the banks. Meanwhile, discussions are 
also being undertaken with the World Bank 
for another Financial Sector Adjustment 
Loan with them which will be a fast 
disbursing operation." 

In other words, since liberalisation is taking 
place in our country, the Asian Development 
Bank is ready to give a loan of 300 million 
US dollars for all these things—Sir CRR, 
simplification of interest rate structure, 
moving towards market-oriented interest 
rates, opening the private sector all these 
things—SLR CRR, sim-means that we have 
taken more than 340 million dollars from the 
World Bank, from the Asian Development 
Bank, only to compromise the policy that was 
actually pursued by Smt. Indira Gandhi, our 
late lamented Prime Minister. This is the 
charge I put  forth against the present   Gov- 

ernment. You have deviated from the path that 
has been shown by the framers of the 
Constitution. Our late lamented Prime 
Minister had to protect the Indians again and 
again. But unfortunately you have opened the 
gate for foreign companies like East India 
Company to come over here and sit on us. 
This is not merely an amending Bill. That is 
what I feel, Sir. Even though some sections 
are shown as if they are going to regulate it, it 
is not going to be regulated. So also the 
lacunae in the Bill. The policy Itself is wrong 
Therefore, you have decided to go according 
to the will of the multinationals, the will of the 
United States and the will of the capitalists. 
You please go, go out of this Parliament. 

 

Thank you very much, Sir. 
 

THE WCE-CHAIRMAN (SHRI V. 
NARAYANASAMY): Mr. Guru-das Das 
Gupta. 

 
SHRI    GURUDAS    DAS    GUPTA: Sir, I 
may need a little more time. 

THE VICE CHAIRMAN (SHRI V. 
NARAYANASAMY): With the permissible 
limit time will be given to you. 

SHRI GURUDAS DAS GUPTA: (West 
Bengal); Sir, let me put in the beginning1, a 
question; Why did this amendment become 
necessary? Obviously, the declared intention 
of the amendment ;is to give SEBI more 
power. Let me again put two questions: Why 
should we give SEBI more power? Has the 
power, that the SEBI already has, been used 
at all? In my opinion, this is an attempt to 
mislead the pubdic opinion, Including the 
Parliament. It is a pretension to give more 
power to SEBI with the mandate that the 
additional power should not be used, because 
the 
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Government  believes,   the  hon.   Fin 
ance Minister believes,  that the mar 
ket mechanism will have its own na 
tural normal adjustment to     correct 
the      market       aberrations. Since 
he     has     faith,       supreme     faith, in     the     
market     mechanism,       I think, he believes 
that there will   be natural^ normal and  
spontaneous adjustments  if  there   is  any  
incorrec_ tion in  the market behaviour.    Why 
am I saying so? I would like the hon. Finance  
Minister   to kindly   let    us know  what actions 
the SEBI had taken in the recent period, not in 
the distant  past.  What action has      the SEBI 
taken in the recent period to correct the 
E'berrations that appeared so palpably in the 
money market? Yes, there has been an action. 
Let me say that I commit   a mistake  by saying 
that  there has been an action.    The new 
Chairman, within 24 hours after assuming the 
office,  had   constituted a committee. That is 
the action which is on record. What, was the 
mandate that the committee was given by the 
Chairman? The. committee was asked to 
produce, within  10 days, its   own opinion  
whether badla should be reintroduced or not.  
Who are the people?  Who are there  on the 
committee?     The   committee included hon. 
Members   of  the  former Joint   Parliamentary   
Committee who are  present in the Houese,  you 
kindly    remember. Among the three members, 
one was Mr.  Mayya.    Who was Mr. Mayya?      
Mr.  Mayya  was the Executive Director of the 
committee that managed or mismanaged the 
Bombay Stocn Exchange when  the securities 
scam came to surface. Therefore, the 
composition of the committee clearly indicates 
that the Chairman   of  the SEBI had an 
intention in mind. The intention was clear that 
there should be a recommendation whether 
badla should be reintroduced or not.    You also 
know that the present Chairman of the SEBl 
was the Additional Secretary in   the Ministry  
of     Finance1 looking after  banking and    he 
was also  the  Deputy     Governor of    the 
Reserve Bank of India,     Therefore, 

the present Chairman of the SEBI, by dinet of 
his position, not mentally I should say, is very 
close to the Ministry of Finanne. That 
closeness must have given him the bit of the 
mind of the masters of the Ministry of 
Finance. He must have got the inkling of 
what is there in the Ministry of Finance. 

SHRI JAGESH DESAI: It is very unjust 
and unfair. 

SHRI  GURUDAS  DAS      GUPTA: It is  
totally uncharitable. It has   to be     
uncharitable      because    the    movement of 
the SEBI has not been challenged . 

THE      VICE-CHAIRMAN      (SHRI V. 
NARAYANASAMY): Mr. Gurudas Dps   
Gupta... (Interruptions,) 

SHRI   GURUDAS   DAS    GUPTA: I have 
got my own conviction. I am just going  by my 
own   conviction. . (Interrupfions). 

SHRI JAGESH DESAI: That does-not 
mean that you can level this typs of 
allegations. You should not speak like this. 

SHRI GURUDAS DAS GUPTA: No, no. 
Who has made an allegation? This is not an 
allegation on the integrity of the person. This 
is my assumption from the behaviour of the 
new Chairman of the SEBI. (Interruptions) ... 

THE VICE CHAIRMAN (SHRI V. 
NARAYANASAMY): Mr. Gurudas Das   
Gupta... (Interruptions)... 

SHRI GURUDAS DAS GUPTA: I know 
him more closely than many of my  friends   
here.   (Interruptions,) 

THE VICE-CHAIRMAN' (SHRI V. 
NARAYANASAMY): No, no, Mr. Gurudas 
Das Gupta. (Interruptions) ... I am not saying 
about that. You had raised it yesterday 
morning Zero Hour. 

SHRI   GURUDAS   DAS    GUPTA: Not 
the  same facts. 
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THE VICE-CHAIRMAN (SHRI V. 
NARAYANASAMY): You had raised the 
same point yesterday while speaking on the 
IDBI Bill. 

SHRI GURiUDAS DAS GUPTA: I am not 
going into that. 

THE VICE: CHAIRMAN (SHRI V. 
NARAYANASAMY): Now you are raising 
the same points on this Bill, 

SHRI GURUDAS DAS GUPTA: I am not 
going into that. I am only saying that the 
SEBI is moving with a predetermind 
intention. 

SHRI JAGESH DESAI; That means you 
are talking about the Finance Minister, You 
mean that only. 

SHRI GURiUDAS DAS GUPTA: 
No, I have not. Sir, I am very stra 
ight in my argument. Whatever ac 
tion the SEBI Chairman had taken, 
whatever mandate the SEBI Chair 
man had been given, if at all a man 
date is given, it is very clear how, 
within 24 hours of his assuming offi 
ce, he could appoint a committee and 
that too with a person who was there 
on the Board of Bombay Stock Ex 
change when the securities scam 
came to light. That is not the only 
point. The dtcision to appoint a com 
mittee, was taken by the Chairman 
without consulting the Executive com 
mittee. That is my information is 
that the committee was csnstituted by 
the Chairman without consulting the 
other members of the Executive Com. 
mittee. I am open to correction. The 
hon. Finance Minister is here. Let 
him correct me. I don't have this 
view. This is my apprehension. 
5-00 p.M.Within      24      hours of 

assuming office, the new Chairman 
of the SEBI appointed a Sub-Committee that 
included Mr. Mai ya, one of the persons, who 
was there to manage or mismanage the 
Bombay Stock Eixchange when the scam 
came to surface and that, too without 
consulting the other members of the Board. It 
it is aminisaua- 

tion, I am helpless. 

THE VICE-CHAIRMAN (SHRI V. 
NARAYANASAMY): Mr. Gurudas Das 
Gupta, are you sure about the fact which you  
are referring to? 

SHRI GURUDAS DAS GUPTA: Yes, I 
am sure. I can substantiate it. 

Now, I come to another point. I would like 
to-"know from the hon. Minister what action 
the SEBI has taken in the recent past. The lead 
managers, who are merchant bankers, who had 
confused the people, who had put up false 
prospectuses while inviting public 
subscription, have not been taken to task by 
the SEBI. There are innumerable instances of 
false prospectuses being doled out by the 
merchant bankers. It is known to the people 
Am I to believe that the falsification of the 
prospectus was not known to the SEBI? If it 
was so, why was no action taken? Secondly, 
in the case of M. S. Shoes, the merchant 
banker of the Punjab National Bank, in the 
case of new issues, had closed down the new 
issue before the stipulated time. The stipulated 
time was 10 days. The new issue was closed 
within four days when it was under 
subscription. Let me know from the hon. 
Minister of Finance whether he believes that 
this action on the part of the merchant banker 
connected with the Punjab National Biank 
whom he described only yesterday as one of 
the finest nationalised banks of the country, 
was a violation If it was a violation, then what 
action has he  taken? 

Now, the SEBI is having more powers. The 
Department of Company Affairs has given 
some powers to the SEBI. I would like the 
hon. Minister to just tell me about a single 
case when the new power that has been given 
to the SEBI, has been made use of. Just give 
me a single instance. In the case of stock ex-
changes    the responsibility of      the 
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SEBI was to discipline the stock exchanges. 
The proof of the pudding is in the eating. 
After making a careful analysis of the 
functioning of the stock exchanges either in 
Bombay or in Calcutta, let the hon. Finance 
Minister tell the House that there has been a 
decline in The corporate delinquency, there 
has been a decline in the volume Of 
delinquency. I |am not going info all the facts. 
In Bombay> it was a known truth why are 
settlement could not be reached. It was a 
known fact. Was any notice issued by the 
SEBI to the Management of the Bombay 
Stock Exchange? Was any broker suspended? 
Was any threat given to the Management of 
the Bombay Stock Exchange that the 
Committee will be disbanded if you don't 
curb or if you have failed to curb the 
delinquency? What role has the SEBI "Been 
playing? I would like to know this from the 
hon. Minister. As an economist, I have full 
faith in him. Let him tell the truth. What 
action has he taken in the recent period? Sir, 
that is not all. 

THE VICE-CHAIRMAN (SHRI V. 
NARAYANASAMY): Now, final point. 

SHRI GURiUDAS DAS GUPTA:' Sir, 
here are many points. Since I have been 
challenged, let me give more facts. Please 
allow me to make my submission. 

THE VICECHAIRMAN (SHRI V. 
NARAYANASAMY): Mr. Gupta, you have  
to be brief. 

SHRI GUMJDAR DAS GUPTA: Sir, they 
have allotted four hours to this Bill.   We 
started at 3 o'cdock. 

•V 
THE VICE-CHAIRMAN (SHRI V. 

NARAYANASAMYN): These four hours are 
not for the CPI. The CPI has been given five 
minutes^ Your party's time is Ave minutes. 
You have to confine yourself to your party's 
time. 

SHRI GURiUDAS DAS GUPTA: Sir, a 
know my limitations. 

THE VICECHAIRMAN (SHRI V. 
NARAYANASAMY): Mr. Gupta, please be 
brief and conclude. 

SHRI GURUDAS DAS GUPTA: 1 request 
the hon. Chairperson and the House to allot 
me some more time. 

THE VICECHAIRMAN (SHRI V. 
NARAYANASAMY): I can give you a 
reasonable time. 

SHRI    GUBUDAS   DAS    GUPTA: 
That is not all, Sir. 

THE VICECHAIRMAN (SHRI V. 
NARAYANASAMY):'Mr. Gupta, you will 
have to be brief. 

SHRI GURUDAS DAS GUPTA: Sir, I am 
very brief and I am not repeating a single 
point. Sir, that is not all. The Bombay Stock 
Exchange is allowing bunching of 
settlements. The bunching of settlements, the 
Bombay Stock Exchang'e is allowing. Who is 
to take care of it and how? Why do I accuse 
the Ministry of Finance? Why? Because they 
have a representative. After the scam we were 
told that SEBI was set up. An all powerful 
financial authority was set up to discipline the 
whole financial system. Has SEBI lived up to 
our expectations? There are reports, ominous 
reports, that Mr. Harshad Mehta is back in the 
market. He has been doing business there 
through nomi nee-brokers. These are serious 
reports Who is to probe? There is a report that 
Mr. Harshad Mehta, in collusion with 
nominee brokers, has been rigging the prices 
of a select number of shares in the country. 
This is hapen-ing because the black is being 
utifisu ed. Unaccounted funds are being uti-
lised. Therefore, the point is, what action has 
SEBI taken against the brokers who are 
manipulating, the prices? What action hag 
SEBI taken against the brokers who rigged the 
prices? What action has SEBI taken 
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to initiate discipline in the    transac. tions at 
the premier stock exchange of   the country? 
Not a single action has  been   taken.    
Therefore,  to  me SEBl is an ornamental 
entity, a regulating agency which hardly 
regulates. Why     does  it not regulate? It does 
not regulate because there is a lack of will.    
This    is    what    I accuse    the Government   
of. There is a   definite lack of will. A unit    
has been    set Power has been given and 
power is not being utilised. Brokers are rigging 
the i prices of individual shares to the benefit 
of individual clients and SEBI has been 
instrumental in allowing the rigging of  the   
Bombay     Stock Ex-ehange index through  its    
inaction. There are many other such instances. 
Can I name the most  important industrial 
house of the   country? It is well known that 
the price   of Reliance shares had   been   
rigged.    Everyone    knows  it.     What     
action    was taken?     What    aetion    was    
taken against    the    galloping    delinquency 
that     continue       in       the       Cal-cuta  
Stock   Exchange?     A   sub-corn-mitee 
appointed by   the     SEBI had prouced a 
report,   a long  time back and the report spoke 
of growing delinquency, default in payments    
and default  in  settlements.   What  action has 
been  taken? May I give you an instance!   The  
Chairman     and      Executive Director  of the  
Stock     Exchange, instead      of     
disciplining      the    delinquent  brokers,   was     
sound begging for money from big industrial 
houses to  bail out the  defaulters from their 
distress. If thieves are given the responsibility 
to   enforce     law  in   the country what 
happens? Sir, I speak with a heavy heart. There 
is no reason on   my part.   There can be   no 
reason.   I  have the  greatest regard for Dr. 
Singh. There is no animosity. I still believe that 
he  is a     person who has credibility. But why 
is this being done? It is being deliberately done  
to bring about hyper volatility in the stock 
market, to give a wrong signal to the world so 
that hot mo. 

ney comes to India and international 
speculators can also play their role. This is not 
my charge. This is my honest understanding. 
If this thing is allowed to continue, despita 
SEBI being setup, what is the use? What is the 
use of giving more powers—the power that 
will not be used, the power that has never 
been used? It has no will to use that power. 
That is why I say that the par-iiament is being 
misled. We are being duped. It is a pretension. 
Some more power is to be given when the 
power already given is not being used! This is 
a serious thing that is going on in the money 
market. I do not have any shares. But the point 
is, if delinquency is allowed to prevail in the 
money market, the systemic reform which the 
hon. Minister of Finance would like to intro-
duce—he is very fond of systems— the 
system that he would like to reform is going to 
be deformed by the default that the Minister of 
Finance, at the moment can be accused of. 

THE MINISTER OF FINANCE (SHRI 
MANMOHAN SINGH): Sir, 1 am very 
grateful to all the hon. Members who have 
taken part in this debate. At the outset, I 
would like to seek the indulgence of the 
House and explain why it became necessary 
for us to issue an Ordinance. Shri Viren J. 
Shah raised this issue. Several other Members 
also raised this issue. As my esteemed 
colleague, Shri Jagesh Desai, has mentioned, 
it is certainly true that the SEBI has been in 
existence for some time. But before our 
Government came into office, the SEBI was 
merely an advisory body. At that time, we 
thought that it should be given a statutory 
backing. And when we gave it a statutory 
backing, we had no food-proof model to 
follow. It was a case of learning by doing. 
There were also certain powere whinh were 
vested     in some   other 



 

antites and, we felt that it was necessary to 
hasten... (Interruptions) 
( SHRI VIREN J.   SHAH   (Mahara-shtra): 
You could   have taken securities and 
Exchange the Commission of the United 
States as a model. 

SHRI     MANMOHAN     SINGH:    I 
thought  that the United States Commission 
could not be a complete model; there were 
several other models. Therefore, this was a 
case where we had to leam by doing    it    step    
by step.  As we gained   experience,   we felt 
that  certain more powers could be given to the 
SEBI    And    it was in this  process that we  
had to have consuu itions  with   the     
Department of Company Affairs and the  
Department of Legal Affairs.    When     this 
consensus   was  ready, we were then In a 
position to bring forward a Bill. On the 
question of why we   did not succeed, I don't 
want to go into the history  of what happened 
in Parliament.   There was  a certain urgency 
because there was nervousness in the capital   
market  is     being     insulated capital  market   
is   being     insulated from the rest of the 
world, I   think one has to recognise that today 
the world financial institutions are being 
integrated at a pace which was unthinkable ten 
years ago and we Cannot be an exception to 
this ride even if      we      want      we      felt        
that it      was      necessary        to      stren-
gthen the  Securities   and    Exchange Board 
of India and to give it powers. In fact, several 
hon. Members    have referred to the  case of 
the    NHB. That is a telling example as to why 
it was necessary to   give the SEBI more 
powers,   to police the  issuance of capital. 
"What was done earlier was that the SEBI was 
given powers over the   other   intermediaries.   
But    the SBBI's powers vis-a-vig the 
corporate entities as  regards  the issuance    of 
capital    were not, I think,   precise. They   
were not backed by  an adequate sanction.      
This     Ordinance, 

(Amendment) Bill,     498                           
1995 

which we seek to convert into a Bill, is 
something   which  gives the   SEBI adequate 
powers to precisely monitor, supervise and 
penalise.  Now,    some powers of penalising 
were there with the SEBI otherwise also.  But    
these powers were extreme powers, namely,  to 
suspend  the licence of a merchant bank or a 
broker and to cancel the licence of one person,   
it becomes  an  extreme   consequence     of the 
whole system. Therefore,     such extreme  
measures have to be  really taken as measures 
of the last resort. Therefore, we felt  that it was 
necessary   to have  a system of monetary 
penalties in addition to the    extreme powers 
that were given to the SEBI earlier,  namely,   
of   suspending    or cancelling  the  
membership   of    the various intermediaries in 
the capital market, Sir, Dr. Blplab Dasgupta 
and several  other  Members have praised the 
role of the SEBI and what    the SEBI has 
done. As I  mentioned, the SEBI has got some 
statutory powers only in 1992.  I am  not 
saying    that everything is well  with  our 
regulatory system. There is immense scope for 
improvement. We     have to improve. But we 
have also to recognise that we have to do what 
we wanted to do: to give  more powers to    the 
SEBI to make it responsible, to supervise 
effectively    the capital markets. If we don't do 
that, I think that Would not be a service to our 
country.    Whether we like it or  not, in the 
years to come risk capital is going to play a lot 
more important role in the  development   of   
our  country than ever   before.   Our  capital 
mar' kefs have to perform that   function much 
more effective than they have done so far. The 
capital market has come of age today. More 
and more resources are  being mobilised   thro-
ugh the capital     market and it is necessary for 
the investors'    protection that as much as 
possible is done to see that the   functioning of   
our capital market is effective, is so transparent 
that  it protect the investors 
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to the extent that it can. Having said this, I 
would like to say that there is no system in the 
world which can prevent fluctuations in the 
stock-markets. All over the world, stock-
markets fluctuate. These are markets 
characterised, by risks. There is no foolproof 
method of preventing certain amount of 
speculation. But we can minimise the 
aberrations. Those who go to the capital 
markets, I thin^ must da so with the clear 
knowledge that there are limitations to prevent 
the aberrations. For example, in Singapore, 
there is a very tight monitoring system. Yet 
we saw, for example, the Barings happenings. 
We have in France a nationalised banking 
system. One of the topmost nationalised 
banks, the Frederick Louis, for example, is in 
dire difficulties These things happen. 
Therefore, it is not proper to, judge from one 
or two imperfections. Here I am not going 
into the case of MS Shoes. Obviously, this is a 
case where the Bombay Stock Exchange has 
to account for certain things. Now the SEBI is 
looking into this particular case and whether it 
has done right things or not. This by Itself 
does not establish that) we don't need these 
powers for the SEBI. I think what we have 
done is the right way to go about a task. 
Without these powers, the SEBI would not be 
able to function effectively. And then, the 
SEBI would always have the excuse that if 
you don't give us adequate powers, how do 
you expect us to discipline! the capital 
markets. I think Shri Ra-ghavji or somebody 
else has mentioned about the powers of the 
Department of Company Law and the Powers 
of the SEBI. 1 don't see any conflict between 
the powers of the Department of Company 
Law and the powers proposed to be given to 
the SEBI through this Bill. I think there are 
certain powers given to the SElBI for 
prosecution. But these pd-wers have to be 
exercised with the approval of the Department 
of Com- 

pany   Law. So, there is no conflict as far as I 
can see. in this matter. 

There was a suggestion. Shri Ra-ghavji has 
mentioned about separate trading floor 
options. Well, I think this is a constructive 
suggestion. There is a general suggestion 
whether there should be options or not. We 
all know that the traditional badla system had 
its own difficulties. Now the badla system is 
done away with. Now we have to find some 
alternative to impart a greater measure of 
liquidity to thg financial market. Without that, 
I think... (Interruptions) ... 

SHRI GURUDAS DAS GUPTA: Mr. 
Vice-Chairman, can I seek a clarification? 

It is a question of liquidity. Can I get 
enlightened by the hon. Minister? If it is a 
matter of liquidity, why cannot the banks give 
loans against shares? I seek this clarification 
because nowhere in the world is there a badla 
system. There is only the derivative system. 
But there is no badla system. Therefore, the 
question of liquidity crunch can be solved if 
banks can give loans against the shares. 
(Interruptions) 

SHRI MANMOHAN SINGH: But I also 
heard some hon. Members saying that the 
bank should not be doing so. I am not 
prejudging this issue. All that this Bill seeks 
to do is that options would not be illegal. 
Under what conditions options ought to be 
started, is still an, open question. When option 
should be started, in what form and with what 
safeguards, are all matters that will have to be 
gone into by SEBI and the stock exchanges. 
As of now we are simply coming forward 
with] the provision that options per se will not 
be illegal. That doesn't mean that options are 
going to start tomorrow or the day after. This 
whole issue is an open issue and the House 
can rest assured that we are not going to do 
anything in haste. 
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Shri Gurudas Das Gupta referred to 
appointment, of a committee. I do not think 
that we should jump to any conclusion. I have 
not seen the report, SBBl will examine that 
report. Therefore, let us not jump to any 
conclusions without knowing what that report 
contains. If that report contains anything 
objectionable, well, the House will have an 
opportunity once again to debate those issues. 
But, I think, it is unfortunate that Shri 
Gurudas Das Gupta brought up the issue 
about certain people whom he doesn't like. 
We should not jump To any conclusions until 
we see the report. I have not seen the report. 

Shri Raghavji and others suggested that 
there should be a better control over all the 
other capital market intermediaries. SEBI, 
since its inception, has been strengthening its 
rules and regulations. If I remember cor-
lectly, 4 such entitles have been brought 
under its control. Mutual Funds have also 
been brought in. The Unit Trust of India, 
which is a big player in the capital market, 
has also hereafter been brought under SEBI 
regulations. So, this is an issue which SEBI is 
fully aware of. 

Another hon. Member, Shri Virum. 
bi, brought up the issue as to where 
is the need for this Bill because SEBI 
already had powers over companies. 
1 am afraid SEBI had powers over 
the capital market intermediaries but 
not over companies. That was the 
lacuna which this Bill seeks to cor 
rect, i 

 
Another issue that has been brou-ught up is 

with regard to the role of foreign institutional 
investors. I th'ink Shri Gurudas Dag Gupta is 
obsessed with foreign institutional Investors 
and he imagines that all this is being done to 
facilitate the entry of foreign institutional 
investors.... 

SHRI GURUDAS DAS GUPTA: No.   
Hot money. 

SHRI MANMOHAN SINGH: Hot money. 
My colleague, Shri Jagesh Desai has already 
mentioned the circumstances in which the 
Government thoguht of having a body like the 
SEBI. This was an idea which was mooted in 
1988. Since then, the primary motivation has 
been that India needs a strong regulatory 
mechanism for having] a healthy capital 
market. We do Want a healthy capital market. 
I think, the type of system that Shrimati 
Sarala Mahesh-wari or Shri Gurudas Das 
Gupta i9 fond of, that system has crumbled 
everywhere. Even the Chinese now are 
encouraging the stock markets. I do not feel 
ashamed that J do want a flourishing capital 
market, a healthy capital market.  That i3 
what... 

(Interruptions) 

SHRI GURUDAS DAS GUPTA: Sir, I 
never pleased for. that system. I only want 
that the present system be reformed, 

i 
SHRI MANMOHAN SINGH: I assure you 

that this is a part of the process of reforming 
this system. Let the history judge as to, in the 
last fifty years, what amount of legislation—
tax legislation, banking legislation, reforming 
of the finanniai system—has been 
undertaken. Never in the history of the 
Ministry of finance has so much attention 
been paid to the csuse of reforming the 
system has been done in the last three and a 
half years, 

[The Vice.Chairman (Shri Md. Sa-lim) in 
the Chair]. 

DR. BIPLAB DAS GUPTA.- Which party 
was in power for the last   SO 
years ... (Interruptions) 

THE VICE-CHAIRMAN (SHRI MD. 
SALIM): Let the Minister reply 

DR. BIPLAB DAS GUPTA: Why 
are you condemning the past? It 1* 
a part of you,  



 

SHRI MANMOHAN SINGH: Shri 
Gurudas Das Gupta referred to what the SEBI 
has done. I am not saying that all is perfect 
with the SEBI. The SEBI is an institution 
which is roughly two-and-a-half years old 
after it got statutory powers, but I think, it has 
began certainly well. I think it has succeeded 
in restructuring the governing body of the 
stock exchange. It has made a beginning in 
re-gtdatiryf the intermediaries in the capital 
market. It has started the process of 
inspection of stock exchanges. It has begun 
the proness of transparency in transactions in 
the capital market. It has started the process 
of insisting that the stock brokers should have 
separate ac counts for their own dealings and 
behalf of their clients. In pursuance of the 
directive issue by the SEBI, the stock 
exchanges have implemented the first phase 
of capital adequacy norms by prescribing the 
bare minimum capital for stock brokers. 

 
With regard to the disclosure of 

Information, the SEBI has laid down 
disclosure norms. The SEBI vests all 
prospectus... (Interruptions) 

SHRI GURUDAS    DAS    GUPTA: How 
for have  they succeeded? S~ 

SHRI MANMOHAN SINGH: I think, two-
and-a-half years is too short a period to judge 
this thing. Give it some time. Let us not jump 
to the conclusion that nothing can change in 
his country. The more we do the things the 
more they remain the same. I think, we have 
began the process of reforms. The fact that the 
capital market today it much better shaped, 
the fact that a lot more money is being raised 
in the captal market, I think, that itself is a 
proof that investor confident is now being 
encouraged. But, as I said, this is not the end 
of the matter. This Bill is a Bill to strengthen 
investors?  confidence   to ensure that 

our stock markets are properly tunc. tioning, 
that they are properly supervised, they are 
properly monitored. Therefore, the SEBI 
needs strengthening and this is a Bill which 
has been welcomed all over the country. I 
request the hon. Members not to make it a 
issue of party and debate, but support this Bill 
unanimously so that we can take up the task 
of effective monitoring, supervision of our 
capital market in the interest of faster 
economic development of our country  

 
SHRI RAGHAVJI: What about the 

Central Depository System? 

 

SHRI MANMOHAN SINGH: Sir, the 
Central Depository System is a system in 
which there will be superfluous trading. At 
the moment there are a lot of difficulties 
because in our country it takes a long time to 
transfer shares. Also here are many 
companies which have vested interests in 
delaying the transfer of shares. I think the 
Depository System will be a system which 
will help us to overcome, 'but we have to 
amend several places of legislation. We have 
to get the consent of so many legal entities. It 
will take some time. But I have announced in 
my Budget Speech that we will come forward 
with legislation for having a Central 
Depository System. 

SHRI VlREN J. SHAH: Sir, I 
have two concerns. One is the basic 
objection which I had raised yester 
day also with regard to not only 
this Ordinance, but also the previ 
ous Ordinance. Another Ordinance 
is also coming. It will be my mis 
fortune to be here to oppose it. The 
reason, I think, is that the hon. M3n- 
iser of State for Parliamentary 
Affairs ------  
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SHRI GURUDAS DAS GUPTA: You 
want not to oppose, but to symbolically put 
up a show of opposition. 

SHRI VIREN J. SHAH; Well, that is the 
perception of my comrade, Shri Gurudas Das 
Gupta. As I said,  is not a symbolic show of 
opposition because we are not opposing this 
particular Bill and the purpose behind it. We 
have said so and I have said so. So, I am. not 
opposing the main object of (he Bill,, but we 
do certainly oppose the method of bringing it 
in through Ordinances. The Minister of State 
tor Parliamentary Affairs, who is so learned 
and experienced, herself in the past 
mentioned that she was not feeling very 
happy in bringing in Ordinances Sir, 
yesterday the Finance Minister has said that 
he agree with that. I had expressed the hope 
that at least the Minisry of Finance would, in 
future, be on snard to avoid such a situation. 
In this very Session, at least three Ordinances 
have come from the Ministry of Finance. We 
debated two; one yesterday and the other is 
being discussed today; and one more would 
be coming up right now-after this! This is so 
even in matter like this. With great respect I 
accept what the hon. Finance Minister says 
about the reasons and about learning from 
experiences. Fine, Why should that learning 
take such a long time? Firstly, in 1988, and 
particularly after Shri G. V. Hamakrishna 
took over, several suggestions were sent. 
They were saying with the Finance Ministry, 
not for months, but I think for years! But 
changes are brought in parts. 

I do appreciate, in the last Session it wag 
not possible to get through this for various 
reasons. Whether that should be taken care of 
or not is the basic question. Secondly, very 
valuable suggestions have been made by 
Finance Minister has taken note of those, 
particularly those of Shri Guru- 

das Dag Gupta, who has studied about the 
stock exchanged tremendously which brings 
out some facts which cannot be ignored if I 
may say so. ThougrT-SiJme of them are not 
acceptable—it is not possible to agree with 
each and every suggestion of his. There are 
many issues and facts which bring out the 
cases where mischief takes place instead of 
proper functioning in the stock exchanges. 

I have listened to the various persons from 
all sides. The hon. Members from the Left are 
more interested in more regulations than on 
other aspects of the economic activity. The 
question of having the Securities and 
Exchange Board of India is not omething 
which one would oppose. What I oppose is 
basically the 'Ordinance Raj' situation, which 
has to be looked into carefully—'Whatever 
few months this Government has got now. At 
least, set a different kind of example than/ 
what was set in the last years. The hon. 
Finance Minister and many hon. Members 
referred to the M. S. Shoe Company example 
and the hon. Finance Minister said that he 
would not like to comment on this—that is 
what I have understood. But this is 
specifically a case which needs to be looked 
into and commented upon because it 
happened after powers were granted to the 
SEBI by the Ordinance of 25th January. 
When this particular case happened, which is 
absolutely fresh, after the powers were given, 
of which Mr. Jagesh Desai and the hon. 
Minister were In favour stating that these 
were necessary to regulate, how are we going 
to utilise these? 

AN HON. MEMBER; Even there is 
a case of Jhaveri_______  

SHRI VIREN J. SHAH; No. Jha veri is a 
consequence of M. S. Shoes. He just 
benefitted    Com  this.   The 
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hon. Finance Minister said that he would not 
like to deal with it or like to go into the details 
of it right now in the house; I do presume that 
he will go into the case now. Even when 
powers were there and this happened, how do 
you to utilise these effectively? This gives a 
lot of nredence to what Mr. Gurudas Das 
Gupta has said that powers are gi-ven and are 
not used; or used Just symbolically. That 
should not happen and  this case must be 
studied. 

Next as it was pointed out„ the 
hon. Finance Minister also has said, 
powers of prosecution are there with 
the SEBI but it requires the appro 
val of the Department of Company 
Affairs This is extremely difficult to 
accept. You have experience over the 
years that matters referred to any 
Ministry have to face procedural pro 
blems which takes a long time. The 
Minister of State for I do not know 
whatever she is, apart from Parlia 
mentary Affairs, Personnel Affairs, 
OBI and various affairs, knows that 
the! CBI also launches prosecutions 
and it takes years to get permission 
from        the Government.   That 
is why        my submission 
to the hon. Finance Minister is that the 
provision for prosecution with the approval of 
the Department of Company Affairs may 
kindly be reconsidered and an amendment be 
brought to that effect. Let SEBI have its own 
powers to prosecute and not refer to the 
Department of Com pany Affairs because, in 
this, a lot of time is lost. The Department of 
Company Affairs could be accused, rightly or 
wrongdy, of being under the influence of A or 
B. At least, we could stop that. I will reiterate 
that there will be no need in future for 
Members to oppose Ordinances because there 
shall be no Ordinances to foe opposed to. 

THE VICE-CHAIRMAN (SHRI MD. 
SALIM):  Now, are you withdrawing 

the Resolution or pressing for vote? 

SHRI VIREN J. SHAH; Sir, I would not 
like to withdraw the Resolution. 

THE     VICE-CHAIRMAN (SHRI 
MD.  SALIM):  I shall    now put   to 
vote the Resolution moved by Shri 
Viren J.  Shah. 

i 
THE MINISTER     OF STATE    IN 

THE MINISTRY OF PERSONNEL, 
PUBLIC GRIEVANCES AND PENSIONS 
AND THE MINISTER OF STATE IN THE 
MINISTRY OF PARLIAMENTARY 
AFFAIRS (SHRIMATI MARGARET 
ALVA): The Hon'ble Minister wants to say 
something in reply to the points raised by 
Shri Shah. 

THE VICE-CHAIRMAN (SHRI MD. 
SALIM); Do you want to reply? 

SHRI MANMOHAN SINGH; S*< in 
general I agree with the proposition that as 
far as possible Ordinances should be avoided. 
I said that yesterday also that there were 
compulsions and so, it became necessary. 

The second point that the hon. Member has 
made is about the M.S, Shoes case. I wish to 
assure the hon. House that we will study this 
case thoroughly. In fact, I do not want to 
comment on this, I think the SEBI has asked 
certain questions, the Bombay Stock 
Exchange has also put some questions to the 
Company. I do not want to pre-judge the 
issue, but we will make a thorough study of 
this case. 

The third point was about the prosecution 
and the role of the Company Law. I said in 
the beginning that this has been involving 
relationship. At the beginning, they were 
reluctant to transfer powers. Once we gain 
experience, then we are on a stronger wicket. 
If the functioning of the SEBI improves, the 
confidence of the rest of the system also goes 
up if we give more powers to it, and we will 
be at it- 



 

With these words, I once again appeal to 
the hon. Member not insist on his 
Resolution, 

SHRI VIREN J. SHAH: I always hold the 
hon. Finance Minister in a very high esteem, 
but as a matter of principle I do not wish to 
withdraw' my Resolution. 

THE VICE-CHAIRMAN (MD. SALIM): 
Now, the question is: 

"That this House disapproves of the 
Securities Laws (Amendment) Ordinance, 
1995 (No. 5 of 1995) promulgated by the 
President on the 25th January   1995." 

The motion was negatived. 

THE VICE-CHAIRMAN (SHRI MD. 
SALIM): I shall now put the motion moved 
by Shri M. V. Chand-rashekhar Murthy to 
vote. 

The question is: 

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

The motion was adopted. 

THE VICE-CHAIRMAN (SHRI MD. 
SALIM); We shall now take up clause-by-
clause consideration of the Bill. 

Clause 2 was added to the Bill, Clause 3—
Amendment of Section 6. 

THE VICE-CHAIRMAN (SHRI MD. 
SALIM): There is one amendment by Dr.  
Biplab Dasgupta. 

DR. BIPLAB DASGUPTA (West 
Bengal):   Sir, I beg to move: 

(1) That at page 2, lines 1 and 2, the 
words 'and clause (d)' be deleted. 

The question was proposed, THE      VICE-
CHAIRMAN      (SHRI MD. SALIM):  Do 
you want to make a speech or are you 
pressing for vote? 

(Amendment) Bill,    510 1995 
DR.   BIPLAB    DASGUPTA:    Sir, while    
moving    my    amendment    1 would  like to    
make two or    three points.    Sir, if we look at 
the original Act there is a provision about the 
membership In Clause 4 which specified  that 
there shall be a chairman, two members from 
the Departments of Law and   Finance,   one   
member from the Reserve Bank of India and 
two other Members.     That was  the provision 
given  in  the  original Act. Now, it was also 
stated in the original Act under Clause 6 that    
on    a certain    condition     these    members 
could  be  removed  from the   Board, say, if he   
is  insolvent and all that. There was also  a 
point   that if any member is appointed as a 
director of any company, then he ceases to be a 
member of the Board.    Now, in this 
amendment this is being taken away, which  
means  that  someone   who  is the Director of a  
company can continue to be a Member of the 
Board. Now, I find it very, very disturbing 
because that will give rise to conflict of duties.     
If there   are  two    other Members who can be 
nominated,    if these two Members are 
Directors   of the Companies, they would be   
representing   certain   private   interests 
Obviously       the    Minister    would    say 
"no, no" in the amendments.    There is another 
provision in Clause 4. Well it is mentioned that 
if somebody   is a Director of the Company, 
then   he will   disclose    his     interest   in     
the Board meeting and he will not take part in 
the    discussion.    But   these are all 
formalities.    If a Member of the Board is a 
powerful man and  if he is elected as a Director 
of a Company, there  is bound to be suspicion 
and that will give rise to all kinds of 
manipulations   and   the  Board   itself will not 
he above suspicion.       This should hot be 
there.      At the same time, let me also add that 
if the Gov. ernment is very much concerned 
that the Board should  have   the necessary 
expertise, I am sure the Reserve Bank of India  
will have  sufficient  expertise and should not 
rely on the private sector  to provide    them    
with such expertise.     For this  reason,    I 
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feel that this particular provision actually 
negates some of the welcome features oi this 
Bill. There are many welcuas features in the 
Amendment which strengthen the SEBI 
increase, power for imposing penalties but at 
the same time, what is being done is this it is 
subjecting SEBI to manipulate the private in-
terests who would be active in the securities 
market. For this reason, I am moving this 
amendment. I hope that this Amendment will 
be accepted by the Government. 

The ame denmt (No. l) was negatived. 

Clause 3  was added to  the  Bil 

Clause 4 was added to the Bill. 
\ Clause 5 and 6 were added   to   be 

Bill. 

Clause 7— (Amendment of Section 12) 

DR. BIPLAB DASGUPTA: Sir, I beg to 
move— 

(3) That at page 4, line 34, offer the 
word "market" the following be inserted:— 

"for a period of six months after the 
commencement of the said legislation,   
or" 

(4) That at page 4, line 25, after 
the word and figure "section 30 the 
words" whichever is earlier," be 
inserted. 

(5) That at page 4, line 37, after 
the words    "to operate" the words 
"for a period of sax months" be ...inserted. 

(6) That at page 4, line 38, after 
the words and figure "section 30" 
the words, "whichever is earlier" 
be inserted: 

The questions were proposed. 

DR. BIPLAE DASGUPTA: If you look at 
the amendments, you will find that the 
amplication   of   various 

provisions in this particular clause are 
dependent upon the Government coming out 
with certain regulations under clause D of 
sub-section 2 of section 30. I think if such re-
gulations, aie brought, then this particular -
clause will be inoperative and the brokers and 
intermediaries functioning in the securities 
and Stock Exchange would be allowed to 
continue because the regulations—have not 
bern he "ormalised. What I am saing is this 
There should be a time limit I am suggesting 
a time limit of six months. May tie until the 
regulation is formalised these would not 
affect. But if it goes beyond six months, then 
certainly the brekers and intermediaries 
cannot take advantage of this. This also will 
put pressure on the Government to formalise 
the regulations within a period of six months. 
I would not like this to go ahead without any 
time limit because, if there is no time limit, 
the Government can take its own time which 
means that all the good things that have been 
suggested here would be negatived. 

The questions were put and the motions  
were negatived. 

SHRI GURUDAS DASGUPTA: How 
disrespectful are the Treasury Benches 
towards positive suggestions? 

THE VICE-CHAIRMAN (SHRI MD. 
SALJM): I shall now put Clause 7 to vote. 

The question is: 

That Clause 7  stand part of the Bill. 

The motion was adopted- 

Clause 7 was added to the Bill. 

Clause 8 to 17 were added to the Bill. 
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THE VICE-CHAIRMAN (SHRI MB, 
SALIM): I shall now take up Clause 18. 
There is one amendment by Dr. Biplab 
Dasgupta and Shri-mati Sarala Maheshwari. 

Clause 18—Amendment of preamble. 

DR. BIPLAB DASGUPTA;  I beg to 

move— 

(7) "That at page 13, clause 18, be 
deleted. 

The. question was proposed. 

DR, BIPLAB DASGUPTA: Sir, as you 
will see, there has been some discussion 
already, J do not want fp go into the details 
of the discussion. Regarding options trading, 
if you look at the original Act, in the very 
preamble, the options trading was banned . 
But now, the force of this provision would be 
to bring back the options trading. Now, the 
options trading, as has been explained by my 
colleague, Mrs. Sarala Maheshwari already, 
would subject the economy to speculation of 
the kind which may not be very desirable. 
Already this point has "been mentioned by 
Mr. Gurudas Das Gupta. There are de-
rivatives and all that in the foreign markets. 
They also had all kinds of complications. 
They face all kinds of difficulties. In our 
economy, we are not sure whether by 
exposing ourselves to this kind of options 
trading, we are not subjecting our economy 
to too much of speculation and what the 
result of this would be is not very clear. 
Unfortunately, when the Finance Minister 
made the statement, I was not at all clear as 
to what assurance he was giving because he 
himself said that there are numy things which 
are not clear. For that reason, I feel that until 
the Finanee Ministry is in a position to come 
out with concrete suggestions about row to 
control and regulate the options trading so 
that it does not subject the economy to 
unwelcome speculations, I     would        
suggest     that       this 

particular provision be dropped which is why I 
am moving this amendment. 



 

SHRI MANMOHAN SINGH: Mr. 
Vice-Chairman, Sir, I have already 
explained that options trading is a 
standard instrument in all capital 
markets.  

 
SHRI MANMOHAN SINGH: I am sorry, 

my Hindi is not that pood. 

Sir, I have already said in my reply that 
options trading must, however, be permitted 
under transparent and prudential conditions. 
So, whenever we introduce options trading, I 
think all these considerations will be kept in 
view. I, therefore; re. quest the hon. Members 
not to press their amendment. 

^THE  VICE-CHAIRMAN     (SHRI MD. 
SALIM):  Are you pressing you amendment? 
DR. BIPLAB DASGUPTA:   Yes. 

THE VICE-CHAIRMAN (SHRI MD. 
SALIM): I will now put the amendment No. 
7 to clause 18 moved by Dr. Biplab Dasgupta 
to vote. The quesion is: 

"That at page 13 clause   18   be 
deleted." 

The mition was negatived. 

Clause 18 was added to the Bill. 

Clauses 19 to 26 were added to the Bill. 

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

SHRI MANMOHAN SINGH: Sir, I beg 
to move: 

"That the Bill be passed,"  

† [] Transliteration in Arabic Script. 

The question was put and the ma-fion was 
adopted. 

THE VICE-CHAIRMAN (SHRI MD. 
SALIM); Now, there are some Special 
Mentions. Are the Members still interested?    
(Interruptions) 

SHRI GURUDAS DAS GUPTA: Sir, we 
had responded to the appeal of the hon. 
Finance Minister. We had not put on record 
our opposi-tion. But let us have a taste of the 
credibility of the system that he stands for. 
Let us see how the S.E.B.I, works to curb 
delinquency in the country, in business. 

SHRI V. NARAYANASAMY (Port, 
dicherry): For that we need your co-
operation. 

SHRI GURUDAS DAS GUPTA: 1 am 
ready to co-operate. 

THE VICE-CHAIRMAN (SHRI 
MD, SALIM): Now, the question is 
whether we take up the Special Men 
tions, or, we adjourn. Let me take 
the sense of the House. (Interrup 
tions)  

SHRI S. VIDUTHALAI VIRUM-BI- Mr. 
Vice-Chairman Sir every day, at the fag end, 
we are asked whether we are interested in 
making our Special Mentions. If you do like 
this, there is no relevance left for these 
Special Mentions. 

SHRIMATI MARGARET ALVA: Sir   
we can    complete   the   Special 
Mentions. 

THE VICE-CHAIRMAN (SHRI MD. 
SALIM): Mr. Hanumanthappa, please.    
(Interruptions) 

SHRI VIREN J. SHAH; Sir, is the next 
Bill going to be taken up? (Interruptions) 

SHRIMATI MARGARET ALVA: No 
other Bill. Only Special Mentions. 
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THE VICE-CHAIRMAN (SHRI MD, 
SALIM); Let us complete the Special 
Mentions. Members have been waiting for 
the last two days. 

SPECIAL MENTIONS 

Discrimins tion in  developing   official 
languages. 

SHRI H. HANUMANTHAPPA 
(Karnataka): Mr, Vice-Chairman, Sir, I 
would like to draw the attention of the 
Government, through you, to the negligence 
shown towards the regional Official 
Languages by the Government. 

Sir, all (he languages of the Indian Union 
should be given equal importance and they 
have to be developed simultaneously, with 
more emphasis on the State Languages in the 
respective States. But it is with deep regret 
that we note that the Central Government 
offices, underakings and the banking 
institutions located in the different States are 
giving undue importance to the 
implementation of Hindi, utterly disregarding 
the regional languages. In the nationalised 
banks where both the employees and the 
customers are from the concerned State, it is 
the local language which is a better vehicle 
for transaction. Even then, Hindi is being 
forcibly implemented in the Group 'C States 
and the regional language is being 
discouraged. Even the Rajbasha Wing of the 
Central Gvernment while inspecting the Cen-
tral Government institutions is looking into 
the implementation of only Hindi, neglecting 
the regional Rajbasha; for example, Kannada, 
in the case of my State. Sir, Rajbasha includes 
both the Central and State Official Languages 
and in the States, the State Rajbasha should 
get due prominence. 

Here, I would like to bring to your kind 
notice a Resolution of the Parliamentary 
Committee on Official Language dated 
28.1.1992 in which it has. been stipulated  
that   in the 

Central Government offices located in the 
Group 'C States, the rubber-stamps, name-
plates, signboards, headings and letterheads, 
etc. should be in the trilingual form. But there 
is a grows volation of the same in all the 
banks and Central Government offices in  
Karnataka. 

For example, the Life Insurance 
Corporation of India and the banks are not 
printing their loan (application forms in all the 
three languages and are considering any 
person signing in Kannada as an illiterate and 
want an attestation from any English-knowing 
person. This is a very shameful attitude on the 
part of the nationalised banks and the Life 
Insurance Corporation of India. If a person 
signs in his own laguage, he is treated as an 
illiterate person and these institutions are 
demanding an attestation from an English-
knowing person. This is most dis-respectable 
to the customers. It is a insult to the 
customers. I demand that the Life Insurance 
Corporation of India and the nationalised 
banks should immediately stop this practice. 
This adds insult to injury and affects the 
sentiments of the local people. A greater 
sentiment among the public is being generated 
due to the attitude of the nationalized banks 
and, quite recently, a symposium conducted at 
Bangalore has opined to boycott banks 
neglecting the regional language and to 
withdraw their deposits from such banks. This 
is not conducive to the growth of the banking 
industry. Since both the customers and a good 
part of the employees of the banking 
institutions are well versed in Kannada, it is 
essential and not difficult to implement the 
regional language in Karnataka. 

... (Interruptions) .... 
THE VICE-CHAIRMAN (SHRI MD, 

SALIM): Mr. Hanumanthappa, just a minute. 
SHRI SANGH PRIYA GAUTAM (Uttar 

Pradesh): Sir, there is no Minister here. 

... (Interruptions)... 


