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Safety) Act, 1352. [Placed
See No. LT-1383/63.]

in Library.

THE PONDICHERRY CEMENT CONTROL
ORDER, 1963

THE DEPUTY MINISTER IN THE
MINISTRY ofF STEEL anxpD HEAVY
INDUSTRIES (SHRI P. C. SETHI) : Sir. I beg
to lay on the Table, under subsection (6) of
section 3 of the Essential Commodities Act,
1955, a copy of Notification No. 2322/63-
Con., dated the 10 ih July, 1963, publishing
the Pondhicherry Cement Control Order,
1963, issued by the Government of
Pondicherry. [Place in Library. See No. LT-
1525/63].

LEAVE OF ABSENCE TO SHRI SAWAI
MAN SINGH

MRr. CHAIRMAN: I have to inform
Members that the following .":etter 4ated the
4th August, 1963, has been received from Shri
Sawai Man Singh from London:

"I have had a bad fall playing Po 0 this
summer and have to have a medical check-
up and treatment this month, which mav be
a long process. Therefore, I will be grateful
if I am granted leave of absence from
attending this Session of the Rajya Sabha."

Is it the pleasure of the House that
permission be granted to Shri Sawai Man
Singh for remaining absent from all meetings
of the House during the current session?

JVo hon, Member dissented.

MR. CHAIRMAN: Permission to remain
absent is granted.
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MESSAGES FROM LOK SABHA
I. THE TEXTILES COMMITTEE BILL, 1963

Il. THE IRON ORE MINES LABOUR

WELFARE CESS (AMENDMENT) BILL, 1963.

SECRETARY: Sir, I have to report 'to the
House the following messages received from
the Lok Sabha, signed by the Secretary of the
Lok Sabha:

I

"In accordance with the provisions of
Ru.e 96 of the Rules of Procedure and
Conduct of Business in Lok Sabha, I am
directed to enclose herewith a copy of the
Textiles Committee Bill, 1963, as passed
by Lok Sabha at its sitting held on the 14th
August, 1963."

II

"In accordance with the provisions of
Rule 120 of the Rules of Procedure and
Conduct of Business in Lok Sabha, I am
directed to inform you that Lok Sabha, at
its sitting held on the 17th August, 1963,
agreed without any amendment to the Iron
Ore Mines Labour Welfare Cess
(Amendment) B 11, 1963 which was
paused by Rajya Sabha at its sitting held
On the 22nd April, 1963."

Sir, I lay on the Table the Textiles
Committee Bill, 1963, as passed by the Lok
Sabha.

MOTION RE THE REPORT OF THE
COMMISSION OF INQUIRY INTO THE
ADMINISTRATION OF CERTAIN
DALMIA JAIN COMPANIES— contd.

MR. CHAIRMAN: I have still a fairly long
list of speakers and I would call upon the
Minister to reply at 3-30 pM. I w 11,
therefore, hope that Members would keep
their speeches as brief as possible so that all
of them may have a chance; otherwise some
will have to be left out. Prof. Wadia.
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PrOF. A. R. WADIA (Nominated): Mr.
Chairman, going through the Vivian Bose
Report has been a very harrowing experience.
There is hardly any fraud known to Company
Law and to our Indian Penal Code which has
not been committed by the . Dalmia-Jain group
of companies. We find that they have
committed criminal conspiracy, criminal
breach of trust, cheating, forgery of valuable
securities, using false documents as genuine,
falsification of accounts and of course there has
been a great deal of violation of the Income-tax

law.

£THK DEPUTY CHAIRMAN in the Chair]

I am sure that as Indians we all feel ashamed
of what has been done by this particular group
of industrialists and capitalists. Therefore, we
are all the more grateful to Mr. Vivian Bose
and his colleagues for the great pains they
have taken to expose all these frauds in spite
of the fact that they received no co-operation
from the companies concerned and in spite of
the fact that so many books were destroyed
and so many applications were made to the
counts to delay the proceedings but in spite of
that we have had the privilege of going
through this report exposing all possible
frauds that have been committed.

I share with my friend, Mr. Arora, the
surprise that the Government, for all these
years, took no action against these people.
After all everyone concerned with the share
market knew the reputation of the Dalmia-
Jain concerns They all knew that investing
money in these concerns was nractically
committing financial suicide and I am sure
that the Company Law is strong enough to
have enabled the Government to take action
against them but in spite of that, nothing
particular was done till the forces were too
strong even for the Government to hold their
hand back. I also share w'th mv fri°nd. Mr.
Arora the surprise at the report that cime from
Mr Daohtarv and Mr. Viswanatha Sastrt. It is
a very painful thing to find that law seems to
exist for the
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protection of the wealthy criminals and not for
the protection of the innocent investing
public. I think it is the duty of the Government
to do something in the matter and to see that
these people are completely wiped off the
field of commerce and trade in India in future.
I think that much power the Government does
have.

I am rather sorry to rmd that this Report has
been taken advantage of by some of the other
parties to throw mud at the capitalists and the
industrialists generally. I do not think that is
fair. The private sector does exist in our country
and it has been doing very valuable work. It
will take several years for the public sector to
come up to the level of the private sector in
efficiency and in stabilis'ng their industries. The
private sector has played a very great part and
to throw mud at the private sector because of
the Dalmia-Jain group, seems to me to be
extremely unfair. In this connection, I am
tempted to refer to the good work that has been
done in the private sector by the House of
Tatas* and particularly by its present head, Mr.
J. R. D. Tata. Yesterday a question was put in
this House by Mr, Bhupesh Gupta, very
innocent looking but it definitely carried certain
insinuations. I would have been happy if the
question had not been put. But if the question
was put, I do wish that the suggestion of my
friend; Mr. Babubhai Chinai, had been taken up
and the Chairman had been pleased to have the
question put and duly dealt with. Unfortunately,
under the rules it appears "<>t to have been
possible and it was ruled out hut I would like to
draw the attention of my hon. friends here to a
few salient facts relating to the position of Mr.
J. R. D. Tata and the Air India International. It
is a known fact that Mr. J. R. D. Tata, was the
first Indian to qualify as a pilot. It is a known
fact that he was also among the first to flv solo
from Europe to India. It is also a known fact 'hat
the Tatas were responsible for starting air
services in India and placing India on the map
of air service in the world? Ifit
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pleased the Government t° take up
these services, I have nothing more to
say aDJut A at this stage but I cougra.
tulate the Government on having had
the common sense to ask Mr. Tata to
be tn, Chairman of the Air India
Internat onal. I think it is a fact well
known to all of us who have travelled
by Aitf India Intenutijnal, that it
enjoys a very high reputation among
the airlines in the whole world. It is
not inferior to any other line whether
in America or in Britain, and if that
reputation has been achieved, it has
been mostly due to the active interest
taken in this work by Mr. J. R. D.
Tata himse j. And after all, if he has

been working as Chairman, he has
been working without any remunera
tion. He gets nothing from it, and he

loses so much of his precious time by
being in this work. But then he loves
it He does not mind spending his
time thus. It is poor recompense for
this honorary service to have doubts
thrown on his integrity merely be
cause the Air India International plac
es certain orders for spare parts and
sundries with the Tata Incorporated.
Now, the Tata Incorporated
carried on this work when the Tatas were in
charge of these services. When the
Government took it up, a separate agency was
established in the United Kingdom. A
separate agency could have been established
in the United States of America also, but for
obvious reasons it was not done. The Air
India International found that the commission
charged by other possible Amercan agencies
wouM have been far greater than what was
charged by the Tata Incorporated, and that is
the reason why this arrangement has been
continued with the Tata Incorporated.

Madam Deputy Chairman, a question of
this type was put against Mr. Tata in the other
House, I tbink, in last May and with reference
to it Mr. Tata issued a Press statement which
should very convincingly show the very high
level at which he has been behaving in this
matter. But unfortunately some of the hon.
Members either are ignorant of its existence
or have not cared to study it carefully.
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There are some interesting facta which are
brought out by that statement. One is that Mr.
J. R. D, Tata does not take part in the
discussions whenever questions concerning
Tata Incorporated come up, and I think that is
a very fair convention which is generally
observed by all gentlemen and Mr. J. R. D.
Tata is a gentleman of the highest type. The
second interesting fact that comes out is that
the commiss'on that the Tata Incorporated
charges is really very low. It works out practi-
cally to a very low figure, 3% or 2%. No
American company would have accepted such
a low percentage. Mr. Tata also brings out the
fact that actually the Tata Incorporated has
been losing in these dealings of theirs to the
tune of 50,000 dollars per year for the last two
years. It may sound very surprsmg that shrewd
business people like the Tata, should continue
this transaction when they are working at a
loss. Well, the answer to that is that the Tata
Incorporated is not dealing only in this bus
ness. This is only one of the items that they
deal in and on the whole they make a good
deal of profit. It is a very common feature
among business people that when they have
got half a dozen ventures, one of them may be
working at a loss, but the other five may be
working at a profit and on the whole there is
profit. So a”o the Tata Incorporated in spite of
losses in this particular transaction, hwe not
been put to loss on the whole, and that is the
reason why they can continue.

There ‘s a second reason and th"t is very
important. That second reason is that Mr.' J. R.
D. Tata loves aeroplanes. He loves air
services. He is conscious that after all. he
brought these air services into existence in
Inda and he loves the work. He appreciated
the fact that even the air services managed by
the Government of Ind’a now have been
entrusted to hig chairmanship. I think this is a
verv commendable reason and we should
appreciate it instead of throwing mud by
suggesting that he
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[Shri A. R. Wadial is trjing to get any
money from it In fact he is not and that :s very
clear from the statement that has  been made.

Madam, the Vivian Bose Commission was
given a very difficult task and I am very glad
that they have fulfilled one of the objects for
which the Commission was brought into
existence, namely, to make recommendations
to avoid such frauds in the future. If we look at
and study the last chapter of the
recommendations, we find that they have
made very-valuable suggestions for the reform
of the Company Law. I do hope that whatever
else the Government may do or may not do,
they will at least take interest in the matter and
see how far these recommendations could be
accepted and even improved upon, because the
good name of India, the good name of our
prvate capitalists, is concerned in this matter.
All who are interested in the prosperity of
India are equally interested in maintaining a
high business standard. After all, if India is
going to be wealthy, it will be through the
development of her industries, through the
development of her commerce and in both
these spheres there is noth-'ng so valuable as
honesty and integrity.

SHRI M. RUTHNASWAMY
(Madras): Madam Deputy Chairman as one
treads one's difficult way through the junsle of
the Vivian Bose Commission's Report, one is
struck bv the low state of commercial moral'-
ty that prevails in our country. No doubt we
do not expect sa'nts in business but at least we
exDect common honesty. "Honour brfth" may
be a principle that ap-p'ies only to individual
conduct, but thpre is a pr'nciple of business
morality conta'ned in the proverb "Honesty is
the best policy". None of these considerations
seem to have affected the commercial conduct
of the people who have come under
castigation ‘n the Vivian Bose Com-nvssion's
Report. They seem to have invented a new
principle, or at least
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they seem to abide by what has been called the
Eleventh Commandment, in addition to the
Ten Commandments that Mose; published,
that being—"Do not be found out". The
illustrations for this low level of morality are
plentiful. For instance, memoranda of
association are published, the main object put
out being one and the object actually achieved
behg another. For example, on floating a civil
airline company, its memorandum says that
the object is the, sale of aeroplanes; but
actually the sales were of motor vehicles,
cycles and ch'ldren's perambulators. There are
other abuses like the abuse of the blank
transfer system which is intended to allow the
people to buy and sell shares as freely as
possible but it has been abused to the extent of
defeating th's object. We have dummy
directors and we have absentee directors who
have made absence a kind of profess’ on and
loans are made to companies under the same
management. These are some of the chief evils
that have been brought about by the Vivian
Bose Commis-s'on's Report.

Another striking aspect of these companies
that have come under the castigation of th,
Vivian Bose Commission is that they are all
family or caste companies. The Dalmias with
their sons-in“aw form one group of
commercial concerns. , Shares are
predominantly held by members of this family
group and shares of the public are in very
small proportion compared to the shares held
by the members of the family. I think it is this
characteristic of these companies, that they are
family or caste companies, that account for
many of the evils which have been castigated
by the Bose Commission. There is no doubt
that historically there is justification for these
family companies being established in this
country. Bus'ness and commerce has been the
specialisation of one caste or the other and so
it is that when industrial enterprises were
started in this country, the financing of these
mterprisea were in the hands of on® or
the
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other of the castes that had been noted for
money lending. But this confinement of
business and business enterprise to one fami'y
or to one caste carries evil consequences of its
own. Members of that family company are
able to come to easy understanding with each
oiher and they are able to keep the public out
of their business for all practical purposes and
all the other evils that have been pointed out
in the Vivian Bose Commission Report stem
from the fact that they are fanvly companies.
This is against the whole principle of free
enterprise of jo'nt stock companies, the essen-
tial principle of which is that the shares must
be thrown open to the public. No doubt these
families or caste firms that start these
companies, may have a good proportion of the
shares, but at least fifty per cent., I th'nk,
ought to be thrown open to the public. It is a
kind of restraint of trade which is against the
first principles of free business. A k'nd of
inbreeding takes place, moral inbreeding,
commercial inbreeding, which accounts for
many of the evils that have been pointed out
in the Report. But, what is the remedy for this
low state of commercial morality that has been
revealed in the Vivian Bose Commission's
Report? Public opinion ig one of the
safeguards aganst the abuse of the powers
given to these commercial companies. Public
opinion ought to assert itse” against the low
practices resorted to by the people who have
come under judgment by this Com-m'ssion.
Not only public opinion but corporate opinion,
opinion of the businessmen also, ought to
stand out in protest against these evil
practices. What do we find? Members of this
group nre fi"elv welcomed in society, in social
gatherings and the Prime Minister goes and
attends an inauguration function sponsored by
two or three members of this group. There is
no protest at all even from the public or from
fellow members in business except one or two
high-principled members of the Federation of
Indian Chambers of Commerce and Industry,
who withdrew from -the inauguration
ceremony. But unless we have 390 RSD—4.

[ 20 AUG. 1963 ]

the administration 0/ 836
certain Dalmia-Jain
Companies

the business firms themselves cultivating a
moral opinion it would be impossible for a
high standard of morality to be attained and
maintained. What has Government done in
.his matter? Government, no doubt, by the
recent amendments to the Indian Companies
Act have done their best to reduce the number
of these abuses but Government, through their
inspectors and through their Registrars of
Companies, ought to exercise a much stricter
control, a stricter supervision, over the
operations of these business firms than as a
matter of fact they have done according to
"he revelations of the Bose Commission's
Report.

SHRI K. SANTHANAM (Madras): Do you
want more control?

SHRI M. RUTHNASWAMY: Yes,
It is only- by way of control that the
abuses of these firms can be check
ed and one thing that will facilitate
Government  exercising  strict  control,
impartial control over the operations
of these compan'es would be for them
to stand out of business. If they are
also partners in business then fellow
feeling  between the business enter
prises will come into play and they
will be debarred from exercising that
strict control which and independent
and impartial Government ought to
exercise. It is only by staying out
of busmess that Government  will
exercise that control over the opera
tions of business concerns that will
maintain a high standard of business
morality. A; Prof. Wadia said, this
high  standard of  commercial
morality is necessary for the prosperity of
industry and for the prosperity of business.
Even if Government takes up a large number
of business enterprises, that will be no remedy
at all because tnere will be no competition
between Government business and prvate
business and Government business will be a
law unto themselves and the last stage of
Indian enterprise will be worse than
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Therefore, I hope and trust that as a result of
the revelations of this Report, not only will
Government Introduce further amendments in
the Indian Companies Act which will allow
Government to exercise stricter control and
supervision over the operations of these
companies but public opinion and the opinion
of these business firms, the corporate opinion,
as I sa’d, business opinion also will assert
itself against the commission of such evils as
have been revealed by the Vivian Bose
Commission's Report. After all, the prosperity
of business depends upon honesty and if
honesty goes then the prosperity of business
itself will be threatened. Therefore, in the
interests of business and the interests of the
industrial progress of the country, I hope and
trust that Government and public opinion will
do all they can, commercial op-'nion also will
do all it can, to maintain the highest standard
of commercial morality.

SHrRi AKBAR ALI KHAN (Andhra
Pradesh): Madam Deputy Chairman, before I
express my observation on the Report I would
like to pay my tribute to one of our colleagues
who is not with us, through whose hard work
and high standard of integrity some of these
malpractices have been brought to light. I am
referring to the late Mr. Feroze Gandhi who
had worked hard and put in great effort to dis-
close many of these things to the country. I
may also, with your permission, mention.
Madam, that we miss Mr. Bhupesh Gupta
howsoever much we may differ from him and
I do hope he will have good health and soon
return from Moscow to his responsibilities.

I feel, Madam, that the discussion on this
Report in my humble opinion has been rather
discursive. We consciously or unconsciously
involved ourselves into a discussion of
socialism Vs. capitalism and public sector
Vs.
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private sector and we took advantage of this
debate even to call into question the
personalities with whom this Report has
nothing to do. Not only that; we have gone
further. Some of our friends have made certain
observations about some of the legal lumi-
naries who gave opinion in this matter and
some have suggested that nothing should be
done until profit motive and private sector is
abolished completely. With due respect, 1 feel
that these things are not at all relevant to the
issue before us and I would say that in order to
appreciate the Bose Commission Report and
its recommendations we should consider the
situation that prevailed soon after independ-
ence. Although some industrial activity had
taken place during the Second World War for
war purposes but it was really speaking after
the advent of independence that innumerable
opportunities were opened for all people to
take part in the public and national life of the
country, and mostly to build up our economic
life it was considced necessary to encourage
industrial concerns. And at that stage there
was no question of private or public sector.
We wanted more industry; we wanted more
production and we wanted all people with
imagination, with vision and with a certain
amount of patriotism to come forward and
take up industrial work; and it is in that
context that many people came. Nobody
grudged any profit, nobody grudged anybody
coming and try'ng to develop industries and
creating further opportunities for employment
but the question was—and I say it is in other
spheres of public life also—whether we want
honest and patriotic industrialists or we want
speculators; the question was whether we
want honest businessmen or we want
swindlers. That was the issue and that is the
issue to which the Government addressed
itself in two sectors, one by bringing an
amendment to the Company Law in 1956 and
secondly by appointing a Commission with a
person of the highest integrity and knowledge
to enquire into this matter and to see whether
the persons who
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have invested their money have been dealt
with properly or not. That was the simple
question before the Bose Commission and I
found that my friends from the Communist
side went at a tangent. They started condemn-
ing straightway the private sector. I say this is
not the occasion. We are confined to the Bose
Commission Report and to express whether
we agree with its recommendations' or we do
not agree with them and the steps which the
Government propose to take in order to have
effective control over such malpractices. Not
only that; yesterday Mr. Niren Ghosh gave st
of business people who have ing to do with the
issue before us. J feel that in public life it is
not only the businessmen who are sinners but
there are others also who have to make an
honest introspection and see whether we carry
the burden that is entrusted to us with a feeling
of responsibility and honesty. Here we have
the liberty to make any speech and even to
chargesheet persons kirt what is our
responsibility? Should we go all out and
accuse people who are not able to defend
themselves? That also is a moral weakness a;
much as it is the moral weakness of those peo-
ple who have indulged in malpractices and
have brought a bad natae to business and to
the country. Similarly, I would say, we have to
see that In our political life, in administration,
in social life, in e'ery sphere of activity we
should keep up a certain moral standard. To
me, Madam, this whole thing—these
recommendations and the facts brought out—
is a moral issue and a national issue. Having
that in mind, I do not find anybody in the
House questioning the facts exposed seriously
or even the recommendations made by Bose
Commission.

Now, what about our friends from the Jana
Sangh and also from the Swatantra Party? For
them any stick is good whenever it is a
question of blaming or condemning or
charging the Government. I must say, with all
due respect to other speakers, the only
relevant speeches that have con-
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t ibuted to thig debate have been those of Shri
Khandubhai Desai and Shri Rohit Dave. Now
what did the Jana Sangh people say? They
thought that we are sitting as an appellate
tribunal on the Bose Commission Report. And
he mentioned certain passages. Madam, I have
not got time; I can also quote and refute them.
And he tried to show that the Government
have not done their duty. Similarly my friend,
Mr. Misra of Swatantra Party for whom I have
got personal liking, started saying that the
Government have failed in this matter. In what
way has the Government failed? They say that
the Report has taken so long to come and that
no step has been taken. And. Mr. Mani, as an
ir dent, also supported that view and to my
great surprise, a balanced speaker like Prof.
Wadia also joined that chorus. What I want to
say is tha. when these matters were brought to
light the Bose Commission was appointed and
as Dr. Sapru mentioned on account of certain
difficulties in procedure and other matters, it
had to be postponed by the writ petition before
the Supreme Court. That is why this Report
took such a long time. And I must here pay
my humble tribute to the late Mr. Justice
Tendolkar who dealt with this for a year and
to Mr. Justice Bose for whom I have great
regard—I had the honour of working before
him in the Supreme Court and he is one of our
best Judges—and 1 think the patience which
he has shown in tackling this problem is
something superb.

At every stage, the Commission met with
non-cooperation. As the Report says, even the
statement that was put in, was not answered
and evidence wag not led by the man who is
supposed to be the chief architect of all these
malpractices, Shri Ramakrishna Dalmia. As
regards the other persons also, all sorts of
documents were destroyed. All these things
would not have been brought to light but for
the appointment of this Commission and for
the Report on Dalmia. Now, the very
existence of our economic life depends upon
the honest development
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economic activities. That thing has been
brought to light and we are given an opportu-
nity to plug the holes by tightening up the
Company Law Administration in respect of so
many matters. It would be difficult, for
instance, to justify commission fee in the case
of underwriting of shares, which was taken by
Dalmia and others. The very idea of
underwriting is that some effort should be
made, some risk should be taken and
ultimately they would get a commission. Here
thousands of rupees have been taken as
commission for underwriting; but no effort
was necessary and no risk was involved.
Similarly, there are cases of breach of trust. [
could quote clear cases of breach of trust, but I
have got limited time. In these matters we
have not only to tighten up our Company Law,
but we haye also to proceed against offenders
according to law.

Then, again, I want to ask, after the Bose
Report, why the matter was referred to Shri
Daphtary and Shri Sastri. There I do not agree
with the conduct of the Government that it
was necessary again to refer to them. They
could have entrusted it to the Advocate-
General or Attorney-General or whoever was
responsible and on the basis of that they
should have proceeded according to law. But
possibly that was a further precaution that the
Government took, so that it may not be
considered that the Government has been
prejudiced. It has been said by Mr. Chordia
and some others that the Government pro-
ceeded against Dalmia group because they
were not persona grata to them. Do the facts
exposed justify this observation? Certainly
not. (Interruption). So far as my hon. friend,
Shri Khobaragade, is concerned, it is open to
him to make any charge. But so far as we aTe
concerned, our conscience is clear and our
conduct is unblemished. I can say that the
whole conduct of the Government in this
matter hag been of a very high standard
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Surr B. D. KHOBARAGADE (Maha-
rashtra) : May I put a question?

SHR1 AKBAR ALI KHAN: I am not
yielding. You have got the right to speak. I
know your name is there. When you speak you
can reply. What I want to bring to the notice of
the House is that so far as malpractices are
concerned, the Bose Report has brought them
to our knowledge and that is a great
contribution, notwithstanding the expenditure.
1 do not want that anybody not connected with
the enquiry should be lebelled as one who is
not patriotic or one who has practised
malpractices. It is unjust to the extent to which
it relates to Tatas. I join my friend, Prof.
Wadia, because as a member of the Central
Wage Board I happened to know something
about Tatas. They have been pioneers and
their treatment of their employees is very
creditable. I pay my tribute to the Tata family
and to the founder, Jamshedji Tata. But there
may be other concerns not so good. So, what I
would recommend now, at this stage, is that
the Government should appoint a Commission
to enquire not only into the malpractices of all
private companies—I would say, let the public
sector enterprises also be enquired into. We
want the standard of integrity of our concerns
to go up. If there is anything wrong in the
public sector, I would be the first to condemn
it. If there is anything wrong in the private
sector, let it be condemned. Let us not go on
presumptions or doctrinaire approach.

Now, so far as the policy to be adopted is
concerned—if you will permit me, Madam, I
will take two minutes— this is a matter that
has agitated tha minds of people in England.
As you know, the Jenkins Report is there.
There have been several reports in this
connection. There has been a fight between
the ingenuity of businessmen to find
loopholes and the attempt on the part of the
Government to plug those loopholes. So far as
itis done according to law and
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with h'onesty, it is permissible. I think the
Government took all necessary measures
according to law. We are not a fascist country.
We are not a communist country.
Whomsoever is concerned, we will enquire
into the matter according to law and take
necessary action without further delay against
the persons who have been chargesheeted by
Mr. Vivian Bose. There should be another
commission, as just suggested to enquire into
the affairs of other prirate companies a3 well
as the public sector.

[ 20 AUG.

Then, the last point is to bring forward
amendments immediately to tighten up the
whole administration of Company Law.
There I entirely agree with Mr. Bose as well
as with the report of Mr. Jenkins. I will quote
that para and close my observations. It is at
page 814 of the Report. It says : —

"The Companies' Act of 1956, and the
Amendment Act of 1960, has certainly
brought about far-reaching changes to the

provisions existing under the Indian
Companies' Act, 1913 as amende?! in
1936. Various deficiencies and

malpractices disclosed and discovered in
the administration of companies have been
lessened and the loopholes plugged to a
large extent.

For example, one of the malpractices
which came to our notice, namely, the
premature and deliberate termination of
managing agencies and payment of
compensation for termination, S

They used to terminate it far some reason and
pay some huge compensation, lakhs of
rupees. It goes on to say: —

" ... has been effectively dealt with in the
Companies' Act as well as in the Taxing
Statute. We are, therefore, left with not
many recommendations to make, and in
making these, our endeavour has been not
to impose any unneces-
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sary burden on the corporate sector,
n

That is one aspect which the Government will
have to bear in mind.

It says :—

' . . .its directors and executives—such
restrictions as would not yield any useful
results. At the same time, we have striven
to make recommendations so that the
deficiencies which exist can be eradicated.
As the Jenkins Committee has remarked,
finality cannot be expected in the field of
Company Legislation; and they go on to
comment that it is necessary for the
protection of shareholders, creditors and the
intending investors, that the activities of
companies, and those responsible for their
management, should be subjected to a con-
siderable degree of statutory regulation and
control. But they also may say that controls
and regulations carried to excess, may
defeat their own objects, and in this respect,
they share the view expressed by the
Greene and Cohen Committees as to the
undesirability. of imposing restrictions,
which would seriously hamper the activities
of the honest man, in order to defeat an
occasional wrong-doer and the importance
of not placing unreasonable fetters upon
business which is conducted in an efficient
and honest manner. We are in respectful
agreement with this view."

I also submit that the Government should
bear this in mind while appointing the
commission and while bringing forward
amendments in respect of our existing
Company Law.

Thank you.

SHri B. D. KHOBARAGADE: Madam
Deputy Chairman, before I express my views
on the Report of Mr. Justice Vivian Bose, I
want to pay my tribute to Mr. Justice Vivian
Bose and other members of the Com-
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they have produced this voluminous Report in
spite of heavy odds and obstacles and impedi-
ments that were created by Messrs. Dalmia
and Jain. Madam, in my opinion, this Report
is an indictment not only of Messrs. Dalmia
and Jain concern:; but it is also an indictment
of the Government officers as well as the

Government of Pandit Nehru.

Madam, after going through the Report, I have
no doubt in my mind that Messrs. Dalmia-Jain
are guilty of many offences which would be
punishable under the Indian Penal Code.
Some days ago Shri Shanti Prasad Jain had
submitted a petition to the Lok Sabha. Mrs.
Dalmia had also sent telegrams to Members of
Parliament declaring that all of them were
completely innocent, that they were not guilty
of the charges framed by Mr. Justice Vivian
Bose. If it is so, I would like to know why
those persons did not appear before Justice
Vivian Bose's Commission and prove their
innocence. On the contrary they have tried to
create all sorts of obstacles in the way of this
Commission. If they were really clean and
innocent, they ctiuld have come before the
Commission with clean hands. But they did
not. On the contrary, they have adopted all
sorts of delaying tactics. They did not co-
operate with the Commission, they non-co-
operated with the Commission. It has been i
jned in the Commission's Report on page 20:

"Evidence that would have been material
was deliberately withheld and most of our
efforts to get at the truth were
successfully foiled."

Even if the Commission wanted to exa-certain
documents, they were not produced. 1 will
give you another instance from this Report
itself, at page 27. One Mr. Agarwal was
directed to produce the account books of
Dalmia Cement Limited. Mr. Agarwal
deliberately handed over these books to
another firm Swadesh Nirman. Swadesh
Nirman were direct-
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ed to produce the documents. They did not
produce  the documents before the
Commission but told them that they were
handed over to Bharat Development (Private)
Limited. Ultimately these documents could be
secured by the Commission only when
different search warrants were issued for
simultaneous search of three different
premises of three different companies. So, it
appears that Dalmia-Jain had something to
hide from the Commission. They had a guilty
conscience and therefore they did not try to
co-operate with the Commission.

There are a number of instances in this
Report itself. They have tried to defraud the
Government, they have tried to defraud the
shareholders. This Report mentions the gains
secured by only Mr. Ramkrishna Dalmia.
What are the gains secured by one individual,
let alone the other partners in this firm? It is
mentioned that Mr. Ramkrishna Dalmia has
defrauded the shareholders and gained Rs. 2-
60 crores, He has evaded income-tax and
gained during that period to the tune of Rs. I'.S
crores. How did he do it? A number of
ingenious methods were devised by Dalmia-
Jain concerns. They have fabricated the
account books. They have manipulated all
accounts. There are fraudulent transfers of
shares. The shares are purchased by fictitious
persons who do not exist at all. Another way
was to liquidate a public company, sell the
concern to some of Dalmia's private concerns,
get hold of all the documents and account
books, and afterwards conveniently dispose of
all the account books and documents which
would incriminate all those people. All such
tactics and ingenious methods were adopted
by those people for defrauding the share-
holders and for evading the payment of taxes.
In this Commission's Report also, at page 32 it
is mentioned:

"We have found a number of
instances in  which books of *c-
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count, Balance Sheets and Profit and Loss
Accounts were manipulated."

TThis is .the finding of the Bose Commission.
Therefore, in my opinion, I have no doubt
that Messrs. Dalmia and Jain have indulged
in all such malpractices at the expense of the
shareholders and the Government and they
have benefited and reaped huge profits. We
are finding them guilty of those offences,
criminal breach of trust, forgery, cheating
and manipulation of accounts. What about
those persons who have helpsd them to
commit these offences? I am referring to the
Government servants. Would it have been
possible fop those people to commit those
offences without their help? Madam, 1 will
refer to the Report of Messrs. Daphtary and
Sastry, in which they have mentioned,

"It appears that there were grumblings
of dissatisfaction among the shareholders
and representations made to
Governmental authority in 1949, but no
immediate action was taken."

This thing was brought to the notice of the
Government in 1949 but no action was
taken. It was stated by Mr. Daphtary in his
Report. We know that the Government, had
presented a challan in the Delhi Court in
1952. Mrs. Dalmia also had mentioned in her
telegram that the m was presented not
against any individual but against one
corporate body for some of these offences. It
means that the Government knew in 1949
and 1952 that the Dalmia concerns were
indulging in criminal activities. If so, I would
like to know what the Government officers
did about it. They did not take any action
against those people. (In-terruprion). Why
did the Government not take any action
against "those people?

I will quote another instance. I have
already said how the Commis- |
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sion could not secure th, documents and
account books, and when the Commission
found that the documents were not coming
forward, they immediately issued search
warrants for simultaneous search of different
concerns. But in 1952 when the Government
appointed one  Inspector, Mr. Chopra, for
about seven or eight months he could not

get any  documents, he could not get any
account books. Thatis mentioned in this
Report.  Could not the  Government issue

search warrants immediately? Was it not
possible for the Government to issue search
warrants and search all the premises where
they could find those documents? They did
not do it. They allowed the Dalmia-Jain
concern people to burn the documents and
account books and destroy all the evidence that
could have incriminated them.

SHrR1 AKBAR ALI KHAN: May I know
under which law they can do go?

SHrRIB. D. KHOBARAGADE: Is not
Government responsible in this matter?

Therefore, 1 say that the Government
machinery is equally responsible. If we find
Dalmia and Jain guilty, we should find all the
people, who are concerned with the
administration of the Company Law, guilty
also.

What about the Government itself Madam?
I have referred to Government servants. But
my charge is that these things could not have
gone on without the co-operation and active
support of the members of the Government.
Lately, we have come to know about so many
instances and episodes. Accusations are being
made not from the side of the Opposition
parties but by the Congress members. There
was th, accusation by Shri Harekrushna
Mahtab against Shri B. Patnaik, Chief
Minister of Orissa. The Kerala Congress
Committee's President says that the Kerala
Chief Minister is indulging in malpractices
and that he is corrupt. We are receiving
com-
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[Shri B. D. Khobaragade.] plaints—not
from the Opposition members only but from
the Punjab Congress dissidents also—that the
Chief Minister of Punjab, Shri Kairon, is in-
dulging in corrupt practices. What does this
mean? It means that the Government at its
highest level is also corrupt. Otherwise, it
would not have been possible for those people
to have all those things, and I would ask . . .

THe DEPUTY CHAIRMAN: You can
continue later. You will have five minutes
more.

SHRI B. D. KHOBARAGADE: I will try to
finish.

THE DEPUTY CHAIRMAN: The House
stands adjourned till 2.30 p.M.

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

The House reassembled after lunch at half
past two of the clock, the DEPUTY CHAIRMAN
in the Chair.

SHrRI B. D. KHOBARAGADE: Madam, I
was saying that only one single concern of
Messrs. Dalmia and Jain has been singled out
for this purpose. We come to understand that
they have been victimised because this
concern did not contribute to the funds of the
Congress Party and because on certain
occasions certain individuals differed on
certain political issues. If certain individuals
are victimised because they did not contribute
to the funds of political parties and because
they dared to express opinions different from
those expressed by Pandit Nehru, this amounts
to political blackmail. You allow them to
indulge in all sorts of malpractices; and
afterwards if they do not support you, you
victimise them.

Madam, there are other concerns also.
Reference has been made to the two concerns
of Messrs. Birlas, the New Asiatic Insurance
Company and the Ruby General Insurance
Company.
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The auditors' report on these two companies
has not yet been placed before the House. It
has been mentioned by the auditors that these
two companies also have indulged in some
fraudulent activities. Even then, no action is
taken against them. Bose Commission has
mentioned that Shriyans Prasad Jain was
benefited by lakhs of rupees because an
agreement was broken and v/as given
compensation. But what about another firm of
Shri Ram Ratan Gupta, managing agents of
some limited companies at Kanpur? The
agreement was broken and he was also given
about Rs. 5 or Rs. 6 lakhs as compensation.
This case went up to the Supreme Court and
Shri Ram Ratan Gupta won that case. But there
is discrimination. You want to victimise the
members of Dalmia and Jain concerns but you
are giving patronage to Shri Ram Ratan Gupta
because he happens to be a Congress member.
You have not victimised him. On the contrary,
you have given him a Congress ticket and sent
him to Parliament. Why? It is because he is in
the Congress. He has also indulged in the same
sort of fraudulent activities as Ramkrishna
Dalmia and others have done. Then why
patronise  him? Therefore this sort of
discrimination should not be allowed.

Madam, it has been mentioned by the
Vivian Bose Commission that strict measures
should b, taken to plug all the loopholes in the
law and therefore, the Company Law should
be amended as early as possible. Particularly,
so far as the Memorandum of Association is
concerned, it should be mentioned that no
company will be able to start its business
unless and until it is approved by the majority
of the shareholders. We want that the private
sector should also flourish in this country
because we believe in mixed economy. We
want the public sector as well as the private
sector. For the industrial development of this
country it is essential that the public sector
and the private sector should simultaneously
flourish. But it does not mean that we should
help and cooperate with those fraudulent
people.
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or any patronage by the Government. Merely
plugging the loopholes and tightening the
Company Law administration will not be
sufficient. It is essential that our Government
machinery  which is in charge of
administration of companies must be above
corruption. However, stringent the measures
we might  incorporate in the Company Law,
such measures will not be able to solve the
problems and save the shareholders from the
malpractices of the directors. Therefore,
it is essential that we should have a very
good administration which should be above
corruption. Not only the Government
machinery or the Government officers, but the
Government itself must be above corruption.
Pandit Jawaharlal Nehru and his  Ministers
must  be above corruption. ~ What do you
find today? I have already made a reference
to certain instances 1 do not want to
reiterate  them. But we know that there
are certain individuals. There is the case of
Messrs. Serajuddin and Company.  That Re-
port has not yet come out. There are other
names also. Butif we want to save the
investing public, then we must not only have
a good Company Law but we must have an
efficient administration which would be
above corruption.

SHR1 LOKANATHMISRA
(Orissa): In the case of Serajuddin, the
major portion has gone to the Congress
funds.

THe DEPUTY CHAIRMAN:
time-limit is over. "

The

SHRI B. D. KHOBARAGADE: I will take
only two or three minutes more. Therefore,
it is essential

THE DEPUTY CHAIRMAN: There are
so many speakers left. If everyone says that
he would take two or three' minutes more,
you will be keeping out some.

SHRIB. D. KHOBARAGADE: Itis
very essential, therefore, that not
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only the Government officers but the
Government should be above corruption.

But there is another essential thing We must
incorporate this demand in the Company Law
itself that no limited company can contribute
to the funds of political parties. We have been
demanding this in this House since long but
this fundamental and the most essential thing
has not been incorporated in the Company
Law. If we incorporate that thing, then the
limited companies will not be compelled to
contribute to the funcL of political parties, and
if they are not in a position to contribute to the
funds of political parlies, the political leaders
will not be able to influence those companies
and to ignore their malpractices.

Another thing is this. Why do the parties want
funds? Itis Dbecause they want to contest
the  elections. They want to spend lakhs of
rupees in the elections. It has been  men-
tioned in the other House the other day—it was
mentioned in the A.L.C.C. also—that if you
spend a few lakhs of rupees you could be
a  Chief Minister and if you spend a crore of
rupees you could be the Prime Minister of India
also. That is the position of India.
Therefore, if you  do not want the political
leaders to get contributions from the limited
companies or from big business people, 'then
the essential thing is that you must make the
election machinery as les; expensive as
possible. Today, for a candidate it is not
possible to contest the election until and unless
he is in a position to  spend Rs. 20  or Rs,
30 thousand. He may spendmore. But
even a very good, honest and sincere worker, if
he is poor, if he has not got sufficient funds,
cannot get himself elected. = He must get the
contribution from the big business people to
contest the election. In that ease, he will
always oblige those people and he will not
be able to discharge his duties and
obligations without any favour.  Therefor*, it
is



853 Report of the
Commission of

Inauirv into

LShri B. D. Khobaragade.J essential  that
we  should see that elections are made as
less expensive as possible.

So far as the individual cases axe concerned,
I will only say that those people must be
punished—not only Messrs. Dalmia and Jain
but also the other people-like the Birlas, the
Ram Ratan Guptas, who are indulging in this
sort of activities. It has been mentioned by Mr.
Daphtary and Mr. Sastri that in the absence of
evidence it has not been possible to take any
action against those people. I would suggest
that Messrs. Daphtary and Sastri have pointed
out some ca’es in which some action can bo
taken. You get all the evidence that is
necessary to prosecute them. If the court
acquits them, that does not matter. There are a
number of cases which are challar.ed by the
police and acquitted ultimately. If it is not
possible to prosecute them through normal
processes, mse the Defence of India Rules and
send all those people to jail.  That must be
done.

SHRI DHANANJOY MOHANTY (Orissa);
Madam Deputy Chairman, It need hardly say
that the Report of the Commission conveys a
strong and justified impression of wholesale
juggling with funds subscribed by the public
and that the persons in the administration of
Dalmia-Jain compa' * s have acted in utter dis-
regard of honest commercial practice. We
have to appreciate the tremendous job done by
the Commission despite all handicaps and
hurdles before them. The Report in question is
before us and we can see for ourselves what a
task it was.

The Central Government appointed tV>e
Commission of Enquiry by an order dated the
11th December, 1956 when it was made to
appear to them that ther. had been gross
Irregularities which may in several respects
and materials amount to illegalities in the
management of companiei described in the
report as the Dalmia-Jain group mies and that
there had been
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manipulation of the accounts. unjustified
transfers and use of funds and assets had been
made, moneys subscribed by the investing
public were spent in a considerable measure
not in the interest of the companies concerned
but contrary to their interests and for the
ultimate personal benefit of those in control or
management, and the investing public as a
result suffered considerable losses.

Here I regret to observe that the hon.
Members speaking from the Opposition side
do not take this background into
consideration. They stand far away from the
matter in issue. They have tried to drag in a
number of companies against whom there is
so far nothing at all. For instance, Shri
Lokanath Misra has questioned as to why
Messrs. Kalinga Tubes have not been
included. His only ground for saying so is that
Shri S. P. Jain was a shareholder of that
concern. What a pity.

Much has been said about the delay in
completion of the enquiry. Ministers that
impeded the progress of the enquiry have been
stated in chapter IV of the Report. We very
well realise that the delay was inevitable. Any
attempt to ascribe motives to Government is,
therefore, unsustainable. It may be that this
delay has given scope to the persons in
management of the said companies to mani-
pulate accounts and even destroy some
material documents, but this could not, be
helped because neither the Government nor
the Commission could go out of the way to do
anything more hastily or arbitrarily.

Madam, now that the enquiry is over and
the Report is before us, we have to see how
far the object with which the Commission was
appointed has been achieved. The question,
therefore, arises whether the enquiry was
directed in aid of judgment or in aid of
legislation or both. Since the Supreme Court
ordered deletion of the words " .... the action
which in the opinion of the Commission
should be taken as and by way of
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securing redress or punishment" from the
original notification appointing the
Commission, there is now no dispute on this
point. The object was to enquire into the
matters and report in aid of legislation and not
in aid of judgment. In my humble opinion,
therefore, we should have discussed the
Report In that light.

The Commission have taken great pains to
bring to light the various ways and means in
which various crimes in respect of the moneys
invested by the public have been perpetrated.
I would urge on the Government t,o take into
serious consideration all those revelations and
make suitable legislation to ensure in the
future the due and proper administration of
the funds and assets of companies and firms
in the interest of the investing public.

Of course, far-reaching changes to the
provisions existing under the Companies Act
of 1913, as amended in 1936, have been
brought about, various deficiencies and
malpractices disclosed and discovered in the
administration of companies have been les-
sened and the loopholes have been plugged to
a large extent. But this is not all. No
legislation can be absolute or perfect for all
times to come. Circumstances arise at
different times necessitating different changes
in the law.

As for redress or punishment, I am rather
disappointed to find from the jurists' report
that material evidences have been tampered
with, some material witnesses are dead,
willing fitnesses are few, the question of limi-
tation is there and various difficulties are
foreseen. Moreover, there is a hint on non-
prosecution of Mr. Dalmia. We have been told
that the Government have directed further
investigation into ten cases. Everybody knows
how able, rich and influential are these big
businessmen. They filed 99 legal objections
and went up to the Supreme Court and in fact
got the enquiry delayed for years. They have
displayed extra human ingenuity. I would
submit that here is a case  where the
Government
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should be strong enough and should lose no
time before they rush these cases into the
court of law because I do believe that law is
the respector of no one. In this context I
would expect the Government to see that
further necessary legislation is made so that
the future is well safeguarded. Whatever be
the 'result of this enquiry or of the impending
trials, I do believe that these Dalmias or who-
soever may be there, they have forfeited their
reputation and the trust of the public reposed
in them. 1 am sure the public cannot forgive
them nor can they forget them.

Before 1 conclude, I would draw the
attention of the House to the statement made
by the hon. Mr. Govindan Nair who
subsequently tried to correct himself, and in
his attempt to correct that statement, I think
he has given another misleading fact
regarding Shri Bijoyanand Patnaik accepting
Rs. 15 lakhs or several lakhs of rupees. |
would demand from Mr. Nair a clarification
on this.

SkHI M. N. GOVINDAN NAIR (Kerala):
Mr. Harekrushna Mahtab received several
lakhs of rupees for conduct of elections and
other contests. That is there in the statement
which I made before the House.

SHRI ARJUN ARORA (Uttar Pradesh) :
That is why he is no more the Chief Minister.
Now we have a better Chief Minister in
Orissa.

THE DEPUTY CHAIRMAN: Mr.
Mohanty, have you anything more to say?

SHRI LOKANATH MISRA: Madam, this
proves the allegation. There is no doubt about
it.

(Shri M. N. Govindan Nair risee in his

seat.)

THe DEPUTY CHAIRMAN: You have
clarified. Now let him continue.

SHRI DHANANJOY MOHANTY: The
statement of Mr. Nair does not apply to Mr.
Biju Patnaik.

SHRI M. N. GOVINDAN NAIR I only said
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THE DEPUTY CHAIRMAN: That is a matter of ugl.l{ ._(‘] R o @iho dol-nﬂ]

his opinion.

SHRI M. N. GOVINDAN NAIR: He
misunderstood me. I only quoted from Mr. Biju
Patnaik's pres; conference. I did not say that Biju
Patnaik accepted the money. In that statement it is
stated that Shri Mahtab accepted the money.

SHRI DHANANJOY MOHANTY: Madam .

Tin: MINISTER ofF INDUSTRY (SHRI N.
KANUNGO) : I take it that Mr. Govindan Nair's
knowledge is derived from the newspaper cuttings
and the press statement, nothing more.

SHRI M. N. GOVINDAN NAIR: An official
document circulated by the Orissa Government .

SHRIN. KANUNGO: Which he has not tried to
verify.

SHRI DHANANJOY MOHANTY: It is now
Mr. Patnaik's period of office. This he ha; said
about the previous regime, not about Mr. Patnaik's
period of Chief Ministership.
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THE DEPUTY CHAIRMAN: Having said
all this, will you come to the Vivian Bose
Commission Report?

Suri  CHANDRASHEKHAR
Pradesh): Mr. Yajee is rebutting all this.

SHRI B. D. KHOBARAGADE: 1t is very
relevant.

SHR1 AKBAR ALI KHAN: I think that is
not right. That is objectionable.
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Sarnr AKBAR ALI KHAN: But you
are charging their motives. That is
not right.
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Crown Spinning 8¢ Manufacturing Co.
Ltd.

The Indian Manufacturing Co. Ltd.

The Western Indian Spinning and

Manufacturing Co. Ltd.

The Hindustan Spinning & Weaving
Mills Ltd.
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"Many of you may be aware that as early
as 1953, the Finance Ministry of the
Government of India was apprised of
evasion of income-tax amounting to crores
of rupees by this group of industries. Even
Prime Minister Nehru, the formar
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Home Minister, late Pt. Pant, the Finance
Ministers C. D. Deshmukh, T. T.
Krishnamachari and Morarji Desai have

been fully apprised of the ramifications of

"

the Thackersey group .

SHrRI N. KANUNGO: What is the hon.
Member quoting from?

THE DEPUTY CHAIRMAN: The Minister
wants to know what you are reading from.

SHrI P. L. KUREEL URF TALIB: This i3
just a pamphlet. This information is there.
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[ 20 AUG. 1968 ]

the administration of 864
certain Dalmia-Jain
Companies
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[ RAJYA SABHA ] the administration of 866

certain Dalmia-Jain
Companies
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"Napco Bevel Gear of India Ltd., have
come out with a large issue on May 24th on
the stock exchange.

The Detroit Bevel Gear Division of
Napco Industries, Inc., U.S.A. was
purchased in 1957 for approximately Rs. 43
lakhs.

In 1959, it wa, offered to the Gov-
ernment of India for about Rs. 50 lakhs.

In 1960, it was appraised at ap-
proximately Rs. 199 lakhs.

Now it is being imported into India at a
cost of Rs. 133 lakhs. Now this is obsolete
junk machinery. This is how public money
is being squandered and foreign exchange
is being pocketed abroad."
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"The records of all the companies would
have been a great help to the Commission."
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"The others were deliberately destroyed

by the persons in control in order to thwart
any enquiry."

——otd S n S5

"We come next to the production of
books. . . Shanti Prasad Jain continued
evasive and secretive to the end in respect
of these books.

"It is an offence for one of the parties to
the litigation to suborn that witness and
direct him to withhold the evidence and
information that iy sought from him and tell
him not to produce the books that have been
called for. This is precisely what Shanti
Prasad Jain did in the case of these two
companies."
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[ RAJYA SABHA ] the administration of 870
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"Moneys and assets of Companies in
which the public had invested their monies
twere transferred to Dalmia-Jain concerns in
the name of loans which were never repaid
jor realised but shown as realised by
manipulating books of accounts or by
‘falsely showing as having been realised or
repaid by only book adjustments."

— 45 L ! e

"Personal expenses of Shri Ram-
krishna Dalmia were paid out of the
funds of D.C.P.M. in the years 1948-49
and 1950-51 which totalled Rs. 4,62,339
at a time when he was

[. 20 AUG. 1963 ]

the administration of 872
certain Dalmia-Jain
Companies
not a Director or an Officer of the said
Company."
|
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"Lending of money to D.C.P.M. from
various public limited companies in which
Dalmia-Jain group had control for the purpose
of misappropriating the money so lent or for
converting the same to the personal use of
members of Dalmia-Jain concerns.

Managing Agency Companies or Selling
Agencies were incorporated with a condition
that in case cf breach of the terms of contract,
compensation would be paid. The modus
operandi was simple, e.g., a Managing Agency
wa, incorporated with a condition that if such
management terminated prematurely, then
compensation would be paid in a lump sum for
the possible earnings of the Managing Agency
for the unexpired period. This is how money
was drained out and misappropriated. The
Commission ha; found that appointment of
such Managing Agency was unnecessary and
brought into existence for fraudulent purposes.

Shares purchased at high prices were sold at
abnormally low rates and thereafter again
repurchased at high prices. The difference was
misappropriated."

"Conspiracy to commit cheating by falsely
and dishonestly representing by manipulating the
accounts that certain companies had not been
earning profits thereby inducing shareholders to
sell the shares at low prices and purchasing those
shares and thereafter declaring dividends and
selling those shares at high prices.
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Manipulating and antedating records
thereby inducing investors."

(Time bell rings.)
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[ RAJYA SABHA |

the administration of 874

certain Dalmia-Jain
Companies
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FHEET F g W GOl 41 49
) ag W1 Fmaar gfs 3T &3
fasrm &7 9@ wag # & ow fafaeeg
Fiur 9w w ouiwug fafmer #@1
O WT H aFT wMq § ) fed
fafeer 51 wuw @A & fao
AT ' 3w awdfeal A EL L.

&Y siteorwr awet (fagre) @ Ay
qrEt @ wEr FEET ¥ =y gt

+[ 1 Hindi transliteration.
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THK DEPUTY CHAIRMAN: Having said
al] this, will you come to the Vivian Bose
Commission Report?

SHri CHANDRASHEKHAR
Pradesh): Mr. Yajee is rebutting all this.

(Uttar

[20 AUG. 1963 ] the administration of

{

876
certain Dalmia-Jain
Companies

Sunr B, D. KHOBARAGADE: 1t is

very relevant.

SHRI AKBAR ALl KHAN: I think that is
not right. That is objectionable.

At oard W wTe Cavfea’ . aw
7z Fma g fw G @ & T@dr o+
fodid 2, sl s A FoirE 3, s
arw g fe ¥ a7 az aFm 2
I A gaTel wAT T (A fEwae

#OH T ¥ A FAr 9% A
anfwﬁmz aménﬁﬁ%

fanr sl & faars aviad &
g o

Ssmr AKBAR ALI KHAN: But you
are charging their molives, That Is
not right, .
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TR FF W FTIA §, AL AT -
qE W AEE ANA 8, J1 AT T EX
af 7 AR A & 1 W A
S T GHT ¥ UR AR A9 §
9z T AT G g W O fan
it & 1 W A e 5@ Ao,
wAT dwz Wy ee wX Ofaw, ene



877 Report of the
Commission of
Inquiry into

[Ar et ghw afed’]
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Crown Spinning & Manufacturing Co.
Ltd.

The Indian Manufacturing Co. Ltd.

Fhe Western Indian Spinning &
Manufacturing Co. Ltd.

The Hindustan Spinning & Weaving

Mills Ltd.
WIT Z9qeres w1 dar  weafeaar §
fir & T TAWT G| FAWEA

s A swaw sew faw friws,
T oA § W IW A A R
gar =t 5 3w fasrs wriard &
ST I T TAAUE A QY Y g
W 87 4 WY gc gan gy 9@
a9 GHT e § A fF 99T 9T aE
P19 A ur o ¥ wmfeaw gat

[ RATYA SABHA ]

the administration of 878
certain Dalmia-Jain
Companies

&1 94T 9 | § 97 GUUTE qq 67 9%
g ar WY e ¥ wny qurE w#490

"Many of you may be aware that as early
as 1953, the Finance Ministry of the
Government of India was apprised of
evasion of income-tax ammounting to
crores of rupees by this group of industries.
Even Prime Minister Nehru, the former
Home Minister, the late Pt. Pant, the Fin-
ance Ministers C. D. Deshmukh, T. T.
Krishnamachari and Morarji Desai have
been fully apprised of the ramifications of
the Thaekersey group a

SHRI N. KANUNGO: What is the hon.
Member quoting from?

THE DEPUTY CHAIRMAN: The Minister
wants to know what you are reading 'from.

SHRI P. L. KUREEL VRF TALIB: This is
just a pamphlet. This information is there.
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AT RTawE g e § of frederd
g wergfmar s edlwa @13
4 HTAT I & qTAA T 0 W w2
T i fradt &1 av; & T 97 Fer
frar & ot wter & @ & B & a9
argdw A9z § AR faas amay s3et
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& ST AT | g6 F gerar fy gumEsr
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gmar 3 77 ifow & 49 1 T
¥ az fa wwew feyidse sy fa
maaie W% gfear & ot @ s
@ AmEwA % 41 O W) Fw
TS §U I9d qafeas gar wue
1 wferer 6 worT qay w4 o wad oo
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gq & fafmw am s S0
fdre 1 a<s wrar § | 25, "7 uF
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"Napco Bevel Gear of India Ltd., have

come out with a large issue on May 24th on
the stock exchange.

The Detroit Bevel Gear Division of
Napco Industries, Inc., U.S.A. was
purchased i" 1957 for approximately Rs. 43
lakhs.

In 1959, it was ‘'offered to the
Government of India for about Rs. 50
lakhs.

In 1960, it was appraised at approximately

Rs. 199 lakhs.

Now it is being imported into India at a
cost of Rs. 133 lakhs. Now this is obsolute
junk machinery. This is how public money
is being squandered and foreign exchange
is being pocketed abroad."

I FET & F1E TRt e die
Uo FYT & I A ATH FEEL
AT VET 2 | gEd gEe sraeaey faeee
W 3w oA # 9T 27 39 Tl
dofgdazmasc @ 1 a1 ag T
AAS &7 TET B | EANE sEE ATt
¥z ¢ ) {9 Yoy faw

A fma gl gem g ag w
gl WA | A ATy A aues lqeT
78t famr smar 2 o wwe sEmwE 2
2y & ar= av B FdEnEr a8 @
g | A7 5 ATy A 97 qow, ifs &
& war g, M fFar g 6 aew
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A 744 F A4 TH FTUA F1 FAAT
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#fan fx Fafloer vearEe 2ar 8, 41 97
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frausfauos g ofes 502 #1799
ot | = quTw awl & qafeaw IR
gei-gear wenew fxr & 0 @Y =T
wriven & yafeat e s
W FrAgIfehaT A% OFIeT o
forred wer & 1 32 TgA € .

"The records of all the companies would
have been a great help to the Commission."

"The others were deliberately destroyed
by the persons in control in order t'o thwart
any enquiry."

THH AW 47 47 FT f—

"We come next to the production
of books............. Shanti Prasad Jain
continued evasive and secretive t'o the end
in respect of these books."
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"It i; an offence for one of the parties to the
litigation to suborn that witness and direct him
to withhold the evidence and information that is
sought from him and tell him not to produce the
books that have been called for. This is pre-
cisely what Shanti Prasad Jain did in the case (f

[ 20 AUG. 1963 ]
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certain Dalmia-Jain
Companies
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PECH AT.q F 1 ar gaw §wEl F1
ey qft avs ww wifeo g
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these two companies."
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for Tz awa e gz e &, e 3
fae & sfae g & s v v Farsea-
A AT UF OF a€ B F 95 G )
TET FEAET ¥q FT 3 E | T
AN "EAT FHIG § € aTF H1 AET
2 % az w1E uw FEAT S 419 98 2,
AT FRIIAT 39 AL T FC @I & |
Al ffe T o FoaT FT i A aar
oz gad #1 wig fzar qar ?oswar
fqeat 721 & (& zrer & faerme wrears
Fifer, fazen & fa=rs, fafaar &
farerres arT SiTare AT feE

g1 gr & | fadlt aes & o ammEw ar
qY oF &1 wEfeEt & dra § A e
7t ot gy | oW AT Fd Fowme
diofasw @ v & & 0w WA §
f& varifw area, mfas ofe o 2
a7 o mafeal F i § 793 T
TR 7 Fgd gU; WiF ¥ o @
gt 8 § 21 917 39 FE F1 9w
Fg, Sife wfoE § w41 & 0 F s
v we e a0 smar w6
Fgar fad ST 17 g —
oneys and assets of Companies in which the
public had invested their monies were
transferred to Dalmia-Jain concerns in the name
of loans which were never repaid or realised but
shown as realised by manipulating books cf

accounts or by falsely showing as having been
realised or repaid by only book adjustments."

fre ai war & 0 —

"Personal expenses of Shri Ram-krishna
Dalmia were paid out of the funds of D.C.P.M. in
the years 1948-49 and 1950-51 which totalled Rs
4,62,339 at a time when he was not a Director or
an Officer of the said Company."

o< ot I FEr —

"Lending of money to D.C.P.M. from various
public limited companies in which Dalmia Jain
group had control for the purpose of mis-
appropriating the money so lent or for converting
the same to the personal use of members of
Dalmia-Jain concerns.
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Managing Agency Companies or Selling
Agencies were incorporated with a condition
that in case ot breach of the terms of contract,
compensation would be paid. The modus
operandi was simple, €.g., a Managing Agency
was incorporated with a condition that if such
management terminated prematurely, then
compensation would be paid in a lump sum for
the'possible earnings of the Managing Agency
for the unexpired period. This is how money
was drained out and misappropriated. The

Commission has found that appointment of

such Managing Agency was unnecessary and

brought into existence for frau-dulant purposes.

Shares purchased at high prices were sold at
abnormally low rates and thereafter again
repurchased at high prices. The difference was
misappropriated."”

gz ffas sr5w 2, @ 97 "9
AT FE

"Conspiracy to commit cheating by falsely
and dishonesty representing by manipulating the
accounts that certain companies had not been
earning profits thereby inducing shareholders to
sell the shares at low prices and purchasing
those shares and thereafter declaring dividends
and selling those shares at high prices.

Manipulating and antedating records thereby
inducing investors."
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SHRI M. P. SHUKLA; What relation has it
got with this Report?

SHRI P. N. SAPRU (Uttar Pradesh) : On a
point of order, Madam, I very strongly object
to the remarks of a gratuitous and insulting
character made by the speaker about the
Anand Bhavan.

THE DEPUTY CHAIRMAN: Yes, Mr.
Ghani, you had better be relevant.

Yoo ot D Al 2
uS ‘é-Lu 3&;’ = pan ‘s u’l L‘-('S
- A s K

Tuge DEPUTY CHAIRMAN: You

o ot oS LI5S kS wf &S 2 l come {¢ the Report.
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SHRI N. KANUNGO : I submit for yoirr
kind consideration that those offensive and
insulting remarks, it is within your power to

incorporate them in the proceedings or not. I
would submit that you may .

THE DEPUTY CHAIRMAN; I am listening
to his remarks. Yes, Mr. Ghani, com, to the
Report.
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Tk DEPUTY CHAIRMAN: Have you

finished? Mr. M. C. Shah; please be brief.
There is one more speaker after you.
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Surr N. KANUNGO: Madam, what
relevance has this paper goti?

THE DEPUTY CHAIRMAN: You nave not
read out from there. I do not think you can lay
it on the Table of the House.

B e T
- o e

TR sregw ot (o) Hew
fecft oy, sa¥ W AR A E
ot et § SemT &1 wgam § | o
WA AL A A WL wEAT AEE AT
A @ifad ava 1 qaFaC F A
¥ a9 a7 WA gemw e e
gt & St ool ¥ 93 gE § | i
F1 fagedt 7% # w7 7 Fa¢ wE
W AR Tl | AT OHT AT GIH,
ST g qF TATE FT T AT A%
YT | AR IEH G WA, 56
FTHTT FT GLHIT A A FT 27 781 @ |
TaRT FEAT 9g §% T oA e
faguft T ' | WA 98 WIHS
Furga ™ F fad oo e ¥ o for
grars & | few, K ewar g e Fd
aft @ owpw gl wwH el
oY &7 WY A wE W arfes area |
F21 o e o & oy e fpa & A et
qi= FT FIET TC FAEHAT o0, A1 fee ar
aw § Awr S 2y g il
feqiE &1 e | FEF v wgr, T80
dw @ar # |\ EEE i fre g
gz qmE G o | 7 A foaE &
T AT A 17, AfFA T FONHAA K
wufew & far mr @ wwF o
aréy dfamz F1 wwlon s 7 afea
w7 ardt dfaqe #1 feomes a1t |
T A wae 9% ag i e g
fs z& 9% FHATAET T & HT 7 0
F1d T #1 Fifoer o ¥ omr @ A

Inquiry into

certain Dalmia—Jain '

& &1 IEiE FAT a9 Hfewer g omar
¢ 5 o5 a7 w4 o1 |

#zw ot Jmddm, 49 97 an T
ar fedl Tz s @v  faar
qr | T% GUWE L H, Qo H, qu W

s HMT e H 77 wwaT fEar mr

fe 2z & soq aem 4l &
AT TG F  wH CEIEAE |
arEr 7@ ¢ | fafrae anig 51 ofag
FAT @wT Afiwa § FfFw fee ot
g #1 7 wEw § F o e
F A faar o o qd gt @i @
f frefrae e & s 1 27 1w,
T &t AT awe g fR g fagarar ¥
F aT wuwr g fa= 31 17 gfeq of
F ToAnT § G% 2a &1 w9 I arg
AT w9 A gEr |

=t fammgaTe AT StfEar
(wea s23w) 3 @ g Ar g &

ol W@ W ;9T AT amw v
wg, few et S9vda, o wiw
eI A9 A4 A@n, gHL AT A
T AL ATL AT @ | FH TE SArAAv
fiF e WA A7 A Erew d9w F 2
g 9 fomr o 2 ) SeEy emat
A AT FH ATGT § WIT AR A4
are gt faar @@

SHRI M. P. SHUKLA; What relation has it
got with this Report?

SHRI P. N. SAPRU (Uttar Pradesh) : On a
point of order Madam, I very strongly object
to the remarks of a gratuitous and insulting
character made by the speaker about the
Anand Bhavan.

THE DEPUTY CHAIRMAN; Yes, Mr.

| Ghani, you had better be relevant.

Companies

tf 1 Hindi Transliteration
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oft wager et ¢ AW ) FEAT §
f WY wexT gaF A wE &, AfE
ITH WET gAd a1 e a2 |

THE DEPUTY CHAIRMAN: You

come to the Report.

ot weger wet c F fead & A #
& T E | gAd Faemar aa g fw
a3 47 99 gu & ww gar § W
qfsqs %2 #r Ay 4] ¥ @9
far mr 2 1

SHRI N. KANUNGO: I submit for your
kind consideration that those offensive and
insulting remarks, it is within your power to
incorporate them in the proceedings or not. I
would submit that you may . . .

THE DEPUTY CHAIRMAN: I am listening
to his remarks. Yes, Mr. Ghani, come to the
Report.

St Wy et : d3w feey SAvAT,
feaiE & frd @ o o & f s=0m
qfest & = &1 ATAYS AT 9T 49
#< fam | #E A7 T e & A
5 ¥ w ardr 2 7 ofenw v & @g
s fear aar ) am FHEE FY
foord & &€ s Fer T 2 e
L GRS C i il

(Interruption)

iew fet mads, & 77 Fgar
fFa aaRv % At & e ag e
& AT o1 fa1E F1 Ta A7 TET T8l
waedt forad 7z qaddes G6 g§ET  )
% g ¥ 4 qaAar g fs qar g9
femr mgm 2 =i 7z 9w foE w0
O & # ‘mar e agqr gar | F
g & vzr oar 5 wfa oF wedz
F 97 WA qqwAl 47 a1 17 qfeqF
FeA AT ALE AT IAAT qAAIAT ST
& sod faadr Fart &1 @ § 9k
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foamT ga® armaer a=i & w@r & 7
dzw fecdy Sgyoiq, & 7zi @0 9w ®
AT ATT Fga g o vt & w§ qreaAi
9% FLIET 5947 AvaE fear o @ g,
Al ToHT F1E TIA A AG AR
FLEE 00T &F F7A F AT TART BT
fam armn & 1 & wzan £ & @ wltoe
1 foaE &1 g # T AarEa 7L
A% aifant &7 faaet ards &1 s,
AT FH B ) TR FAA W T
qZT HAF AT | ATFA qg AW FAHIOA
ot ot feaiE 2 @ et oF &1 FAer
g &, 7 fFer w9 ;1 dwen g,
T flt 1€ w12 T e feam &, 7 feey
i #1127 Gwen fear & faasr
ATE 4 HET 9T AR § | WfEH HOC
AT HeF FT GAT AZd & al a6 qAHA
wfemr eqan fafads o1 ot &7 s
afzr | 3% G Flam ST A
a1 grger ST wifgd 1 3EF awa
Ffeqr o=y &1 G F7 s /0l r
faeia wret wrar afeas &1 21 30
Ia% =1 fafaees wga 1 S af an
g AW frdt & wre fgfaeedd v @
arf a1 8% JacH § | 99 57 Ay
HT T ATAA FE ATT W AN A A
amy qE ey, gafar oo 1 gawr
feaar ar{ @ dra oo o =
& ar zw fond a1 gart wrgw fafaey
ATET ¥4T 78 @y ! #F wrzw fufqeat
qIEg & qE H TS FI AT AY AvEA
a%r &t W | #5 wew fafret 7
WA RIS A AdF #Er | & A
& &1 ar i wrres WA w oo v
T aga &4 faar smar & o fe
ferar srr anfzr 1 sa% 7 9 A
F1 1T T4 ¥4 1 AT & %7 231 971 fF
AT %5 57 Af=AT i, AT T FowT
F1 fodiE & & sa61 g0 Fear amey §
at Tgd A A g | ¥ 7 zafan
Fgr & i 7ga & avr oF § faaet ave
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arat Tt fad fw &89 w1 & & #iv
gaw W oam@ &7 ¢ fe oas |7 =@
SITATT YT ATEl TOAT W a9 &7
ERIT | 99T W S wel w5 &
oSl gTer B3 T 9T ATH AET Aar
fr fred 32 8— ww A% I
faar 3w 9w & )2 fae wm-daw
2

=t fenmgme smeas Stefear
T ATT FT ATATAF a7 | ET AFAT 2 |

ot wegw oW A fafewer W
T AT AT I FT AT F2T FaT 2 |
few fedy Jaaia, AT ga # uw wTg-
Hz & | 59 97 0Ho G0 & gEq@d § 9
9T UHo UHo Wo ¥ ZEwd §, TAH
woseT qiEfT F Wed & gwawd
&1 7 wrgHe wegnfy # faar @
fordt gearmr @amar v @ fr ow ggAa
F do dge g0 ¥ o 1% fafree §
qg T[T F7A & | FE 9 &, FO
TG AT AEHET FEE E | WAT W
TWT9S % A1 39 TTHHE 1249 97 1|
g anfer s 37 aTer FaT 8 F 6T AL
arza, arfaa wrge, 9FeT qgF o0 A
& o AT AT T FEA AT R )
fq ae & &0 14l & TF FEEAl
HIT 7917 S7ar &1 9 W@ 8 | W7 0w
THFw@rgarafag aea .8 €%
it 2 31 A #1 | Ffew § 70 FEar g
fr s o Ty Fwe B e s
qTAR T At oA gen e oW qen
¥ faaa farrdie oo & 1 F Far £
f @z afai faaada & 1 (Interrup-
tion) &1 =t a1 fa% faeeEe
&1 fow &, ar 59 dm A |7 & arfew
T a7 AT A 8 7 T EA I AR
ufiratfes wwfant § fazer ama Y
HIT T ATZA &1 | T OF 9T F47 i
& foed ary ¥ it av 39 TAT AR 20
arfear argw f WA A T W ot
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AT T9Ed |F 97 95 9 fF A
T & § Fiv fawdt ofagsw & - w felt
TG AT A g I FaTama F
W AT A1 arg fr ar ogd owaw
AT BTAT 9T AT A, AT 97 qFA ¥
Fan gaT & 1 ( Interruption ) FET
wrat & f& af a1 ar 7 & «smEi =
Thane ¥ ad w7 faar swEme ¥
w7 | % wgan g o ot w9 w R,
37 &1 9T 9% q%4 1 ar @ | |@if ar
AT F TN F S o 77 @A
qET T WIT Wi =6 W g7 wi
g 4t f it fasedt g & farsame
air fafafeefegi # 4 7, &2 g
# &z T 1 oA o F afey 0
w9ar Ga1 7 @ €, "o fodard &
far w7 &, w0 s A 4l ]
#ew fedt Jgde, & g ¥ w21 §
& awadr oY wwelt &) arg #1491 8
& wW F fanaw & sifow 7 5%
wify we zwEdt ol wweEt adue
g afex wfig § #e7 & qofaw
grafiar s W € 491 F ot H #
a1 79 =7 ¢ fr 9% uve Fe & g
ZE T 1 a3 79 fafawed & 42 #97
widd | fagan ot § Wiy wfaere
zaré qwv Wi W FE 9% 3@ #
fomat arat w9t & gare gar 1w
F1 qT T Feawg W oI figaaTe
quc wrer | At dEw fedy Jueds,
STIHT 59 AT F1 1947 917 F WL IH
arg 1 feowa s aifgy 5 oAy
aw &7 fam 9w § WA 2 ) 9w aey
g WF # e g F1 3E AWT
T AT TAE FT I Al uR
T & fF ¥ W e § wAR
Za9 97 WG 1 gAaT g !

THE DEPUTY CHAIRMAN: Have
you finished? Mr. M. C. Shah;
please be brief.

There is one more speaker after you.
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SHRI N. KANUNGO: Madam, what
relevance has this paper got?

THE DEPUTY CHAIRMAN: You have not
read out from there. I do not think you can lay
it on the Table of the Houe.

St wege T de, § F3 AwEar
qr fF ¥ a7 A FET @A |

SHrRI M. C. SHAH (Gujarat): Madam
Deputy Chairman, at the outset I would Irke to
pay my compliments to the Bose Commission
for producing a very valuable Report. I would
say that the Report is revealing inasmuch as it
reveals the defects and the loopholes in the
administration of the Company Law. It also
reveals the depth to which a business house, if
it likes to go, will reach in getting undue and
illegitimate advantage and profits. As we all
know, for the development of our national
economy, we have accepted both the private
and public sectors to play their part. It is also
well known that the private sector has done
magnificent work in the development of our
economy and it will not be proper to tarnish
the private sector as such because we find
some blacksheep in that sector. I would,
however, suggest that it is up to the stalwarts
of the private sector to use their good
influence to see that such occurrences do not
appear in future. Otherwise, the private sector
has a very dark future. I would also say that
the public sector also requires some
improvement and it will be proper for us to see
that both the sectors, private as well as public,
play their proper role in the development of
our economy. From the Report it appears that
there is a trial of wits between the
administration, that is the Company Law
Administration, and the bigwigs of the big
business houses. The Company Law was
amended
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twice, once in 1956 and then in 1960 and yet
we find from the Report that undue advantage
hase been taken by various business houses.

SHRI BABUBHALI M. CHINAI
(Maharashtra): This was before 1956.

SHrRi M C. SHAH; As long as it is
permissible under the law to take any
advantage, we cannot grudge it. But We must
learn from experience and we should try to see
that the Act is amended jn as efficient a
manner as possible so that such occurrences do
not appear in future. (Interruption). This Act
requires to be amended. Our friend, Shri
Khandubhai Desai, made several suggestions
for incorporation in the amendment coming
next Under the present Act these companies
are audited by private auditors. I would suggest
that in the new Act private auditing should be
done away with because we know that the
auditors are paid by them. Auditors have to
make their report from the materials that are
made available to them. As they are paid by
the companies, it is very difficult for them to
insist on the proper record being placed before
them. I would, therefore, urge the Government
to see that this auditing is nationalised and
auditor, should not in any way be at the mercy
of the private companies. I would also suggest
that the distinction between private limited
companies and public limited companies
should be done away with. We have seen from
our experience that private companies are a
sort of family affair. The son, the son-in-law
and the daughter all come in. They collect the
money. These private limited companies are no
good in view of the development that we are
seeking. I would, therefore, urge that all
companies should be public limited companies
and there should be a strict watch over their
working, over their finances and their set-up.

In the end, I would suggest that when the
Act is to be amended, Government should be
very careful to see that all the loopholes are
plugged and
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of these private business houses is carried
on in an efficient manner.

Thank you very much.

SHRI M. M. MEHTA (Gujarat): Madam
Deputy Chairman, I am glad that this Report
is being discussed in Parliament. It is being
discussed as you know, since the last
session inthe other House. The events
had taken place before 19th August, 1956.
So, I must say absolutely there is no ginterest
left in it. Time is also very short at my
disposal. Unfortunately, I have no very big
house to praise, as my friend, Prof. Wadia,
had d While talking about the house
of Tatas, it looked as if he was briefed by
Tatas to talk good about them Naturally,
this business houses is a decent on,
and he has all the faith in
Tatas.  Everybody knows its working,
but I thinkit has no relevancy here
to talk in praise of any other big  business
house. Anyway, [ really ongr"atulate
Justice Bose on putting in such a
tremendous amount of work for exposing the
working of * * o as [ wiil call
them. Every line of the Report shows how
they suck the blood of hundreds of Indians
who invest in these companies so that their
hard-earned money can be useful in their
rainy days. Every page of this Report
reveals criminal conspiracy to commit
criminal breach of trust, cheating,
forgery, falsification of accounts, etc. It has
been a veritable exposure, but the corrupt
official has virtually Jet the tycoons escape

with their evil deeds. Some few days
before, in the Informal Consultative
Committee for the Information and

Broadcasting Ministry, the Minister-in-
charge said, "If T put up anything before
Members of Parliament, it leaks away to
the press", while he was talking about the
brave and historical dea® of his Ministry
signing the agreement with the Voice of
America. May I ask how the first part of the
Daphtary-Sastri Report, which was denied to
the re-
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presentatives of the people and which was
kept as a secret from the people, leaked out?
How did it go to Mr. Mehr Chand Khanna? It
was not Mr. Mehr Chand Khanna who got the
Report. It was the money of Seth Dalmia,
which crept into the rotten framework of the
officials and took out that report, which was
denied even to the representatives of the
people. This, we can very well see from how
it was circulated. It was circulated from the
Asian Udyog Private Limited which sent ft to
the various Members. So, it is evident that it
was money that could do anything it liked in
this administration. I am glad that some 'of
the representatives * * *

THE DEPUTY CHAIRMAN: You must
not refer to anyone in the gallery.

SHRI M. M. MEHTA: No. They will carry
the feelings of this House and of the various
speakers to the accused here in the Report. I
am very glad that they wiil see and convey
them, but unfortunately I have to say that they
are habitual criminals. Seth Dalmia is already
undergoing imprisonment for one breach of
trust. This is the second time that he has come
before the public eye. Before the House even
this is being discussed. So, I do not think this
will have any effect on these habitual
criminals as they are modern.

I agree with Shri Mani that not only the
tightening up of Company Law and
nationalising audit will prevent the criminal
acts—it is one of the means—but there are
other means also, which are unfortunately
being neglected. Avoiding socially associating
with them will definitely have a psychological
effect on them as well as the nation. I know a
few months before the Chief Minister of
Mabharashtra associated with * * * Shri-yans
Prasad Jain, while he went to cheat even God
by opening a temple somewhere in
Mabharashtra. He has got his booty of Rs. 7
lakhs. He was
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[Shri M. M. *Mehta.] | China? Definitely not. By this way he will on
appointed ~ without the resolution of | the contrary perpetuate the exploitation of the
the Board. His letter of appointment | people, the millions. Today even the teeming
has no serial number. It is ante-dated. | millions of India look at him as the only

No formal agreement was executed saviour of them, as on, who will get them

in favour of Shriyans Prasad Jain. freed of exploitation.

Finaly  both  the letters  of . . o .
appointment and termination were I reminded our Finance Minister while
destroyed in the face of definite | talking on the President's Address about the
instructions not to  destroy  them. What | €Xemptions given to the Princes on their
pains me mostis that he want a few investments in Government securities, the

days after this incident to the Prime Minister
and explained to him to publicly associate with
him by addressing the Annual Meeting of
the Federation of Chambers of Commerce when
he was the outgoing President of  that
institution.  Our . Prime Minister did associate
publicly with him and address the meeting. [
want to request our beloved Prime Minister,
crusader  of socialism, political heir of
Mahatma Gandhi, to ask his conscience when
he is not  surrounded by his yes-men, when he
is not surrounded by the imperialist and
capitalist friends, who are enemies in the
disguise of friends, what Gandhiji would say
about it. Gandhiji never allowed his
Ashramites to  deviate from their duty of
keeping the accounts of Ashram very well. He
called these rich people trustees of the money
they had. He did not even allow them to use
in the way they liked their own money. Here is
a typical case of types of malpractices done by
a person who is being associated with so
publicly.

Pandit Nehru is the idol of millions. He is
the Rama of thousands. Rama did not
associate with his beloved wife who was
doubled even by a small washerman. Panditji
is my ideal, my "Ram. I had looked at him and
his career with inspiration all these years.
Today it baffles me whether this Chinese
attack has unnerved him, whether the pressure
of these capitalists from outside and inside has
made him forget the very purpose of inde-
pendence for which he fought all these fifty
years, for the best part of his life. Does he
think that by * * * he is going to win the war
against

#Expunged as ordered by the Chair.

exemptions which they have got. Today the
Finance Ministry is bafflled about the sc'ores
on which they were given these exemptions.
So, this pampering of these rich people I do
not understand. It is not they who are
enhancing the war efforts. It is the labourers
and workers who are enhancing it. What
happened in England in the last War? We
thought that it was Mr. Churchil who fought
the war, but the Labour Party proved that it
was the labourers and workers of England who
fought the war, and as soon as the war was
ove, Mr. Churchil was thrown out.

THE DEPUTY CHAIRMAN: Your time

is up.
SHRI M. M. MEHTA: I am finishing.
The last thing I say

AN HoN. MEMBER: Why d'on't you
throw out your Finance Minister?

SHRI M. M. MEHTA: Why should he got
out? Today the Princes are being taxed. They
have been asked to pay those things. They are
being asked to pay for the war effort. I agree
with you totally that this report will not
remove corruption at present. Only the
liquidation of the wealth of these people, the
amassed wealth of these people, will remove
this corruption. Socialism is the only way and
the only means to end it.

Last but n'ot the least, I will say that Seth
Dalmia has done plenty of misdeeds in his
life. Penance is the only remedy. Our
Government jurists are not going to do
anything. His wife has asked for more
physical comforts for him. But in Hindu reli-
gion penance forbids all the physical
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comforts. I think Government will help him
by taking away all the physical comforts he
has got today. Can you show me any instance
of a clerk, who has taken away some money
of the Government for the treatment of his
eideriy parents or the delivery of his wife,
enjoying the same comforts as today Seth
Dalmia is enjoying? It is his money, his
amassed money taken but from the people,
that has put him today in that position. He has
repeated the crime. Today all the comforts that
have been given to him should immediately be
withdrawn. I dare say from here that he will
live long without those physical comforts to
serve as a red light to his fellow brothers who
are going the same way as he. I know that the
reports on Rubys and Birlas are not out. I d'o
not understand why Government keeps them
secret about all these people. They must come
out with the reports.

(Interruption)

Lastly I will say, God save us, God save
India from such sons of the soil. Thank you
very much.

SHRI N. KANUNGO: Madam, in this
prolonged debate, 21—a mythical number—
hon. Members have taken part, and I should
say that it was extremely helpful because I
feel that barring occasional aberrations, Mem-
bers who have spoken in the debate have been
extremely helpful and have taken pains to read
the rep'ort and the circumstances leading up to
and following it, and remarkably it was free
from rancour, again I say barring aberrations.
Every Member, who has spoken, has paid
unstinted tribute to the labours of the
Commissi'on presided over by the hon. Mr.
Justice Vivian Bose. I would only take this
opportunity of bringing to the notice of the
hon. Members of the House the staff who
sweated and worked and whose services have
been acknowledged by the Commission itself;
the Counsel, the investigators and all the host
of them are none the less the employees
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of Government who were attached to this
Commission. I take it that the compliments
paid to the Commission also mean certain
c'ompliments to these backroom boys as I
would like to call them. Their services have
been behind the scenes without glamour, but
none the less they have been very, hard and
very painstaking services.

In this connection, Madam, I believe that
the Government can take it as a sort 'of
vicarious compliment to themselves. After all,
it is the Government which appointed th,
Commission and helped them to carry out
their work. No one has d'one so. Therefore, 1
take the advantage of doing it myself..

Now, Madam, shorn of—I very humbly
submit—irrelevancies, the points before the
House are, the action or inaction of the
Government leading up to the Commission's
appointment, during the investigation of the
Commission and the post-Commission stage.
I think these are the crucial points which the
House would be interested in and it is the duty
of the Government to justify their actions.

As has been said, Complaints about
malpractices and irregularities in these groups
of companies were first brought to the notice
of the Government near about May, 1947.
What did the Government do? The
Government straightway appointed inspectors
to investigate some of the companies. The
inspections were done as quickly as possible
because the affairs of the companies were so
mixed up; as the Commission has reported,
they were very much mixed up and to unravel
them it has taken many years to the
Commission assisted by an expert staff.
Reports of the inspectors were submitted on
November 20, 1952. There are three reports
and the latest was available to the
Government on the 25th March, 1953.
Promptly, the Government instructed the
Registrar of Companies of the Delhi State at
that time to file the First Information Report
with the police. The First
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Information Report was filed on 18th
November, 1953 and then started tne legal
wrangle. The parties went to court and various
objections were heard. It is fortunate hat in
this country the process of law protects even a
criminal. And I am not justifying that nob'ody
is criminal because none of them have been
convicted yet. But all the same, every citizen
of this country is protected by the Constitution
which ensures to him the safety of his person
and property subject to the due process of law.

SHRI A. D. MANI (Madhya Pradesh) : Is
that all right? This protection given to the
citizen by the Constitution, is it in the opinion
of the Government justified or unjustified?

SHRI N. KANUNGO: Well, I am sorry. My
knowledge of the English language may be
inadequate. I have not been able to debate it
with Shri Mani.

Madam, as I said the First Information
Report was submitted on 18th November,
1953; Now, in going to court at that time with
the material in their possession, they had to
take the best of advice they could get and
consider the feasibility of the case standing the
scrutiny of law. Promptly, on the 19th, the day
after the First Information Report was lodged,
the police wrote to the magistrate asking him
for warrants for searches, and the searches
were carried out for several months and heaps
of documents were collected. In the meantime,
as | said, the parties went to the court asking
relief, according to them, from the
unjustifiability of searches and the seizure of
the documents. A whole series of writ
petitions and various other petitions were
disposed of by about 1955, by the end of 1955.
The point that I am trying to make is that even
before the appointment of the Commission,
the Government was seized of the matter and
was applying its mind to it.
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SHRI LOKANATH MISRA:
happened to the F.I.R.?

' But what

SHRI N. KANUNGO: Please have patience.
I may not be able to answer every point, and
some of them [ will choose not to answer.

SHRI LOKANATH MISRA: It is a very
important point.

THE DEPUTY CHAIRMAN: He is still in
the midst of his speech. You must be patient.

SHRI LOKANATH MISRA: He has already
covered up to 1954. He has come to 1955.
What happend to the F.I.R. in 1953?

SHRI N. KANUNGO: 1 would humbly say
that interruptions disturb me and I would just
crave the indulgence of the hon. Member to
have a little patience. I had been patient when
hon. Members were speaking, particularly
when the hon. Member was speaking very
offensively.

Madam, as I have said, the Commission was
instituted in 1956. And when it was instituted,
a spate of objections again came along. I
believe that the hon. Shri Misra asked why the
post of the Chairman was vacant for a certain
time. It is just wisdom. The very creation of
the Commision was being challenged in the
courts. The Chairman had resigned and sub-
sequently he expired. It was not easy to find a
Chairman of that calibre and when, after all,
Justice Bose was persuaded to accept it, he
took over in 1958. Fortunately, at that time the
various wrangles in the law courts were over
and the Supreme court had permitted the
Commission to go ahead with their work
minus the very crucial terms of reference
which it had struck down. Here, some of the
Members have asked what steps the Gov-
ernment took to se, that the Supreme Court did
not strike down those things. May only answer
is that the ruling of the Supreme Court is sup-
reme and I believe that it was all for the good
that the Commission had
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not been burdened with the enormous ( task of
adjudication because considering the frail
health of the Chairman and the strain on  the
staff, it would have taken them years to
wade through it. Therefore, all I mean to
submit now is that before the Commission was
set up, the Government was alert and was
taking steps which it thought appropriate at
that time. Many Members may not agree here.
I would mention that the F.LR. was lodged in
1953.  The documents were seized.  The
documents were handed over to or rather
subpoenaed by the Commission, and they were
in possession of the Commission.
Therefore, the police investigating officers
could not go-oft with their work and *H
concerned felt that the work of the Commission
was much more important than that of the
investigation at that stage. After  the
Commission's report we have got many facts
which we did not have at that time; it was not
possible to get them at that time.

4PM.
SHRI ARJUN ARORA: Madam, may I
know if investigations have beer resumed

after the Commission finished its labour?

SHRI N. KANUNGO:
patience. I have little time.

Please have

SHRI ARJUN ARORA; I have some but
not much.

SHRI N. KANUNGO: Simultaneously
with the Commission carrying on its work,
the Government was also preparing for the
revision of the law because at that time the
Government realised that the law was
inadequate to meet such situations. Apart
from that, more regulation was necessary,
the, realised. And the result of it was that the
first amending Act of the Company Law was
brought in in 1956. Now, as hon. Members
will agree, to bring forward , law of that
magnitude does require several months'
preparation.  The Bhabha
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Commission had worked on that. They had
collected certain material, and the
Government was struggling to prepare a Bill
which would meet the situation. This is
merely to submit to you, Madam, that the
Government was not sitting with folded
hands but it was doing all that it thought
would be useful and necessary.

Now, I would submit that in 1962 the
Commission's Report was available to the
Government. It is no doubt a very revealing
and painstaking document. But as the
Commission themselves have pointed out,
they have merely indicated what are the mal-
practices, what are the offences revealed and
what was the modus operandi which enabled
these clever persons to manipulate the affairs
of the companies in a way prejudicial to the
shareholders, to the State and to everybody
concerned.

One point I have missed, Madam. After
the Report was available to the Government
the taxing authorities were not idle. The
Commission has mentioned a certain figure
of tax which has been evaded. The taxing
authorities were seized of the matter and they
were going through the assessment of this
group of companies. And as early as 1952
the first assessment of the joint venture was
made. Subsequently it was made in 1954 and
later on too. The assessment was made on
much higher income than has been assessed
by the Commission. Unfortunately, by that
time the parties concerned had managed to
evaporate the assets. And for trading
companies it is not difficult to disp'ose of the
assets even though legitimately.

Now, after the Report was available what
did the Government do? Naturally, the first
thing Government has to do is to take legal
opinion. The Commission had brought out
certain facts. Now, how do they fit in with
the law?
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SHRI M. N. GOVINDAN NAIR: With
regard to income-tax, can [ ask for a
clarification?

SHRI A. D. MANI: I also want a

clarification.

SHRI M. N. GOVINDAN NAIR: I want a
clarification about that income-tax? Can I
have it from you now?

SHRIN. KANUNGO: Yes.

SHRI A. D. MANI; I also want to have a
clarification.

SHRI M. N. GOVINDAN NAIR: In one part
of the Report, it is said that before the Income-
tax Investigation Commission the
misappropriation of certain amounts was made
known to escape from income-tax. But at the
same time, this misappropriation was not taken
note of by the Registrar of Companies and
action was not taken. My point is: Does it not
mean that even information that is available
with one department of the Government is not
in the possession of the other department so
that both together can take proper action? That
is one point.

My second point is this. You said that the
incometax assessed was much higher than
what has been suggested by the Commission.
The Commission in its report speaks about
concealed income-tax that was evaded. On
that point what have your Income-tax officers
to say?

SHRI A. D. MANI: On the same point,
Madam. The point that I raised yesterday was
that in pages 38—42 of the Commission's
Report, the Commission has come to the find-
ing that a sum of Rs. T40 crores has not been
paid to the Income-tax Department, which
they should have paid. That takes into account
the income-tax assessment for these years.
This is a concealed income which would have
come in the income-tax. Now, I am asking
the Government
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whether they accept that this estimate of the
Commission is correct. If it is correct, what is
there in the resent Act to prevent a reopening
of the assessment of those cases?

SHRI N. KANUNGO: All I meant to say
was that the assessment made was a normal
course of assessment and the assessment has
been made on a much higher income than has
been estimated by the Commission. As far as
Mr. Nair's point is concerned, he must know
that under the Income-tax Act, all relations
between an assessee and the Income-tax
Officer is a secret. It is not available to other
departments of the Government.

(Shri M, N. Govindan Nair rises in his seat.)

THE DEPUTY CHAIRMAN: You should
listen to him.

SHRI N. KANUNGO: It is well-known that
the names of the assessees are a secret as far
as it is concerned.

SHRI ARJUN ARORA: Madam, the fact
whether a particular income has been assessed
or not and whether a particular income-tax due
has been paid or not is not an affair between
th, department and the assessee. It is
something which can be made public.

SHRI N. KANUNGQO; It is , question of
interpretation of law. I do not agree with Mr.
Arora. (Shri A. D. Mani rises in his seat.) Mr.
Mani will bear with me.

SHRI A. D. MANI; I am just asking; Do you
accept the statement of the Commission?

SHRI N. KANUNGO: I am sorry, Madam, I
would not like to be interrupted any more.

SHRI A. D. MANI: If he does not want to
answer, it is a different matter.

THE DEPUTY CHAIRMAN: The Minister
may continue.
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SHRI P. N. SAPRU: The question whether
income-tax has been assessed properly or not
is not before the House at all. The question is
whether our business concerns have been do-
ing their work in a proper manner or not as
disclosed by the Report of the Vivian Bose
Enquiry Commission. We are dealing with
the questions of Company Law, but we are
not dealing with the questions of income-tax
payable by on, concern or the other.

SHRI N. KANUNGO: I am grateful to Mr.
Sapru because I have strayed too much away.
I wanted merely to say that the different limbs
of the Government were not idle. They were
seized of the matter and they were
assiduously pursuing the matter. After the
Report was available, a$ hon. Members will
realize, the offences disclosed are not
offences on the Company Law mostly. These
are criminal offences. This could be
committed by anybody at any time or on any
day. The problem before the Government was
how to prosecute the persons involved in it.
This happens always and hon. Members will
agree that the Government should not go in
for harassing prosecutions but should go to
the courts here they can put up a reasonably
acceptable evidence and that is exactly what
the Government is doing and that is exactly
what the Chief Law Officers of the
Government advised them to do. Here I would
submit that the Law Officers of the
Government, after careful scrutiny, have
come to the conclusion that there are
possibilities of launching prosecution on 10
counts. There were many other counts but the
possibilities for successful prosecution are
indicated to be in 10 cases and those 10 cases
are being investigated and very vigorously
investigated. Unfortunately, the Investigating
Officers have got to struggle with huge
volumes of documents. About 4,000
documents have to be examined. Original
documents have been destroyed, original
evidence was not available and the
availability of secondary evidence
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has to be examined carefully. Therefore, as I
said earlier, it will take a little time to
complete the investigation and launch
prosecutions. Also the Government, as
mentioned in my opening speech, has been
exercising extra surveillance on the operations
of these companies and in any case, as some
Members have said in this House, the
Government is determined that the due process
of law should not be hampered. But I entirely
agree with Mr. Mani that there should be no
hysteria and we are certainly not carried away
by hysteria. I have mentioned the stage before
the Commission's Report, the period of the
Commission's  Report and the post-
Commission Report. I have only to mention
that whatever lacuna has been observed in the
Company Law as it exists to-day, corrections
for them would be brought forward in the
form of a Bill about which I have mentioned.
Shri Akbar Ali Khan read out the concluding
portion of the Report of the Commission. I
would just read para 62 where it says:

"We feel that no law can provide
absolute remedies to stop malpractices, and
a balance has to be achieved between
attempting to stop malpractices and
imposing fetters on honest businessmen,
particularly when legislation can be
defeated by human ingenuity, as unfortu-
nately sometimes happens. In such
cirsumstances, the wrong-doer succeeds
anyhow and the honest ...usi-nessman is
saddled with a considerable amount of
technical difficulties. It is this aspect of the
matter that the Commission has borne in
mind in making its recommendations."

Therefore the next stage is, I hope, to bring
forward the necessary legislation as
recommended by the Commission plus some
other aspects which we have observed in the
working of the Act.

you that these
which are thej subject-matter of
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[Shrii N. Kanungo.] Commission
occurred  sometime  between 1944 and
1950. Please remember that historical

period It was the war period when most of
the laws were not being observed. It
was a period of tension, political
turmoil The independent ~ Government
of India came into the saddle in 1947
and I believe the Government does deserve
some consideration from the House that in
spite of the carnage and pillage following
the partition of the country, in spite of the
conditions of near-anarchy, it was able to
pursua this operation because it felt
that this was not , crime committed alone by
individuals on a group of shareholders
but it was a greater crime where the
investing public were losing faith in
corporate investment. It was in this period
wh”n the very existence of
Government in some minds was in
doubt.  Arson and pillage were common
and murders were common. It was the
pojt-war period when all the restraints of
civilisation had subsided. Therefore, 1
certainly sympathise and I can appreciate
th2 feelings of my friend Shri Arora and
several Members of the House who feel
exasperated, who feel as if  an intolerable
situation has been exposed. It has been. 1|
am personally horrified at the operations
which have happened. It is something like
robbers prowling about the place when there
is an earthquake or a fire on. In my part of
the country, there is a code of honour among
thieves and one of the conditions of the
code ofthieves i* that when there is a fire
in a village, the theives do not even rob.

SHRI ARJUN ARORA:  That is
very honourable.

SHRI N. KANUNGO: That is the
tradition.

SHRI A. D. MANI; It does not mean
Orissa has got thieves .

SHRI N. KANUNGQO; I believe that is the
Indian tradition. The only thing is that I did
not observe other places and I have no
knowledge of other parts. The point is, this
is really J
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a horrifying state of  affairs and I can
judge the feelings of my friends who are
rather impatient because quick and
summary justice  has not been done but
quick and summary justice may lead to
injustice  also. Therefore I only say that we
have not lost our heads, we have not gone
into hysteria and in considering the steps
which we have to take, I cannot do better
than refer hon. Members to the very cogent
speech of Mr. Dave.  In fact, my work has
been more facilitated; in fact, it has become
almost superfluous after  Mr. Dave's
very searching and very balanced speech.
I can assure the House, Madam, that we will
be following the lines suggested by him. 1
am also grateful to my hon. friend, Shri
Akbar Ali Khan, for the very restraining
influence of his good speech. He has
reminded us that we should not go in for
hysterical action and we should see that the
rule of law prevails.  Our Constitution
assures certain liberties to the people and
all those liberties have got to be
respected, whoever the persons concerned
may be. An  hon friend suggested that
these gentlemen should not be given any
licences or whatever they may be, as if the
grant of industrial licences or other things of
that nature was a patronage. Itis not a
patronage. The Constitution provides that
every citizen has theright to carry on
his business subject to law. That is the
right of every individual.

SHRI M. N. GOVINDAN NAIR: But this
particular group has been found to be
defrauding the people. I do not know where
in the Constitution it is provided that such
persons should be given three new licences
Undef what provision of the Constitution
were you obliged to give them these three
new licences? I cannot understand that.

SHRIN. KANUNGO: Be patient,
Mr. Nair.

SHRI M. N. GOVINDAN NAIR: Yes, I
am very patient. | am the most patient man
here.
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SHRI N. KANUNGQO; 1 iiave already paid
you compliments, but you should try to
deserve the compliments. I was coming to the
same point. I am merely propounding* the
general theory with which Mr. Nair will, 1
think, agree, that the sacredness of the
Constitution where every citizen is guaranteed
the right to carry on his profession subject to
law, is supreme.

SHRI M. N. GOVINDAN NAIR: But how
are you justified in giving them these three
new licences?

SHRI N. KANUNGO: I will deal with that
at the proper time.

SHRI ARJUN ARORA; Every citizen can
apply for licence.

SHRI N. KANUNGO: Every citizen has the
right.

SHRI ARJUN ARORA: Every citizen has
the right to apply, but every one need not get
it. Some of them may be denied,

SHRI N. KANUNGO: Having expressed my
communion of thought with Mr. Arora, I must
frankly submit that Mr. Arora has done a dis-
service to the House and to the party to which
he belongs by casting aspersions on the
highest offices of law in the country. It must
be remembered that the Attorney-General is
not an officer of the Government. He is an
officer of the Constitution and the
Constitution gives him a unique position. I
believe that my hon. friend might have been
carried away by his enthusiasm and by his
sense of holy horror. But on his behalf and on
behalf of my Party, I beg to submit, Madam,
my apologies to the Attorney-General.

SHRI AKBAR ALI KHAN: Many on this
side of the House have repudiated his
remarks.

SHRI P. N. SAPRU: it is unpardonable to
speak thus of the Attorney-General.
SHR1 AKBAR ALI KHAN; We all
associate ourselves with this expression of
apology.
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SHRIN. KANUNGO; The best I can do is to
offer my unqualified apology to the Attorney-
General. Anyway, the Attorney-General cer-
tainly enjoys an exalted position. But all other
persons also have a right to expect protection
from this House. This House and the other
House have the unique privilege of seeing that
the Constitution is maintained and the rights of
individuals are respected. I am sorry that one
hon. Member, Shri Ghosh, who I see is not
present here just now, went all out to cast
aspersions on Mr. Chopra and also on many
others. Mr. Ghosh did so with the knowledge
that the same aspersions when cast by Shri
Bhupesh Gupta, were firmly repudiated by me
in this House. If Mr. Ghosh chooses to bring
reckless allegations like that, then Madam, am
I not justified in considering the rest of his
allegations as not worthy of notice? In this
particular case here is a gentleman .

SHRI M. N. GOVINDAN NAIR: Madam, it
may be proper for the Minister to repudiate
such statements, but that does not mean that
the fact is not a fact.

SHRI N. KANUNGO: But I have stated that
it is not a fact and I have replied to that. But in
spite of knowing it, it has been repeated.
Therefore, I am drawing the conclusion that
perhaps I am justified in taking all the
allegations of Mr. Ghosh, as not worthy of
notice. In this particular case, Madam, Mr.
Chopra is a gentleman who is at the top of the
profession. He is a past President of the
Institute of Chartered Accountants, and at
considerable financial sacrifice in his
professional work he has accepted the work as
a public duly from the Government. To cast
aspersions on him which have no semblance
of truth at all which are entirely wrong, I
suppose, is unfair.

SHRI ARJUN ARORA: Have not the
Government been paying fabulous fees to Mr.
Chopra?
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SHRI N. KANUNGO: No, it is not fabulous
and if Mr. Arora wants to know, he can put
me a question and 1 will reply to it. Here, as [
was saying, Mr. Chopra accepted the assign-
ment at considerable sacrifice to his
professional income.

SHRI ARJUN ARORA: Is it not correct to
say that the Government are his biggest
clients?

SHRI N. KANUNGO: I would request Mr.
Arora and tell him again that there is a proper
time for getting such information. He can
table a question or move a motion.

SHRI M. N. GOVINDAN NAIR: Now
when the issue is being discussed, it can be
clarified.

SHRI N. KANUNGO: I have enough
experience not to confuse issues.

Now, let us remember that these events
happened in the years 1944-45, when the old
Company Act of 1913 was in operation. Is it
possible for any of these offences, for any of
these malpractices to be committed now? I
humbly submit that it is not. Today, Madam,
as I said in my opening speech, since 1956, a
central administration for the Corporation Law
has been set up. It was not there before. The
law has been made more comprehensive.
There was an amendment of the law in 1956
and a comprehensive amendment of it in 1960.
When we analyse the modus operandi as
disclosed in the Commission's Report, we find
that there were about 24 items or methods by
which these malpractices were committed. I
find that out of the 24, all of them are covered
by legislation today. That is to say, those
operations cannot be committed, they cannot
be conducted, except five, and these are of ,
minor nature. These five have been recom-
mended by the Commission to be taken care
of. Apart from the law as it stands, there is a
great deal of disclosure today to the public, to
the shareholders and to the Parliament.
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Annual Reports of th, Company Law
Administration are placed before the House
every year and on just a cursory look at the
five Annual Reports, which have been placed
before the House, I find that 66 types of
unsound company practices are disclosed there
and I am glad to say that the number is
diminishing.  The vigilance of the Company
Law Administration is having  its  effect.
The shareholders' associations are being
formed and some associations are alert. I
would like to draw your attention to the
memoranda submitted by the
Shareholders' Association to the Joint Select
Committee on the Companies  Act. This
would disclose how they are as alert as they
could be. They are voluntary organisations and
they have limitations of funds. It is run on
voluntary membership and the office bearers do
their work in their spare time but at least I know
of one association which is very alert and which
is very zealous of the rights of the shareholders

in companies. Above all, there is the
vigilance of Parliament. Parliament
discusses the Annual Reports of the
Company Law Administration every year

and reviews the condition of the corporate
sector. Atany time also, hon. Members have
got the privilege and the right to bring to the
notice of this hon. House any slackening of the
efforts of the Company Law Administration and
the Government or any other party in the
management  of corporations. These are
salutary efforts as a result of which 1 feel,
Madam, honestly feel, that the
management of corporations has improved
considerably and I believe, in course of time,
malevolent factors will not be there. As a
matter of fact, no serious malpractice has been
noticed within the last five years.  Here, an-
other aspect, which is arecent development,
has been the publication of financial journals

which  analyse company performance. We
have then the academic studies undertaken
by professors of  Universities, by (he

Reserve Bank of India in their bulletin. The
Company Law Administration, with its
limitations of staff, tries to
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do a certain amount of analysis and

considering the size of the corporate sector in
this country, I hope some day they will have
enough staff to carry on the analytical work
of the many documents which are filed and to

draw conclusions from them in course of
time and above all, the social
responsibility  of management has been

perceptibly improved. These, however, are
subjective assessments. I merely mention
these factors to emphasise that these criminal
propensities, which are very difficult to curb,
are not possible under the present
circumstances. In other words, society has put
up a very effective system of burglar alarm but
it does not mean that there will not be any
burglaries. The chances are  that the
burglaries w'll not be so easy as they used  to
be. Now, two remedies were suggested about
tightening audit. Here I would suggest,
Madam, that a Reviewing Committee was
set up in 1958, wherein it was considered how
the audit could be more effective. After all,
an auditor is the eyes and ears of the
shareholders. He  has been given a sacred
duty of interpreting and checking and
submitting information about a corporation to
the shareholders and to  the public and I can
vouchsafe from my personal experience that
the standard of the profession in our country is
second to none anywhere in the world. In fact,
it is much more rigid, and the professional
standard insisted upon by the Institute is of
high order. It will be proved from the fact that
out of 5687 Chartered Accountants on the
Register in the course of the last five years,
only twenty cases of allegations came to the
Institute from the Government and from others,
including the Institute itself. Out  of ten
cases, the Institute took disciplinary action
against nine and one case is pending still.
In each ca3e, the Institute took action on the
erring member. The member has a right to go
to the High Court and in each case the High
Court considered that  the penalty imposed
upon the member was rather severe. The
point I want to emphasise is that the Institute
is
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very zealous of its reputation and the members
are aware of it, aware  of the supervision of
the Institute and, therefore, Madam, I
believe there is no justification to doubt the
efficacy or the reliability of the audit system as
it prevails today. I believe some speaker
mentioned it and an impression might be
created that the auditors are at the mercy of the
management of the company and they could be
thrown out by anybody. The law today
provides that the auditor cannot be thrown
out. He is protected. My esteemed friend, Mr.
Khandubhai Desai, mentioned that there
should be provision for concurrent audit; in
other words, a random audit by the agents of
Government  should be undertaken. There
are nowers, section 233A, I believe, and if
and when the occasion arises, the powers will
be used; but at the moment 1  do not think
there is any justification for casting any
doubt on the capacity, integrity or the
efficiency of the profession of auditors as
prevailing in our country. Here again,
Madam, I would submit that today, ur>like
in previous times, the shareholders, the
creditors and even responsible public men,
apart form the Members of Parliament, have
rights under the Company Law, as it standi, to
bring matters of mismanagement or fraud or
any other factor to the notice of courts or
Government. Madam, the whole structure
of the Company Law today is that the
shareholders are the owners of the company.
They have the interest and they have  to take
care of their interests but the conception of
public accountability and the conception of
social responsibility has been inducted and,
therefore, today under the law, if there is a
prima facie case, if anybody has doubts, he
may bring the matter to the court or to the
Company Law Administration for
investigation and prosecution, if necessary.
But before that s done, a prima facie case has
got to be established.  As a matter of fact—
though the courts are overloaded—the main
sections 397 and 398, which give very wide
powers to the courts whereby
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ruling, whereby they can direct a company to
do anything or not to do anything, have been
invoked only in 230 cases. Madam, here I
would not have taken the lime of the House if
Mr. Niren Ghosh was alone in making
allegations. Unfortunately, many of the
allegations have been repeated by many other
Members. A, I have said earlier, let the House
and the Members thereof owe a responsibility
to everybody. One of the allegations running
through many of the speeches was that the
Government was kowtowing to Big Business
and in fact, one of the hon. Members went to
the extent of saying—somehow I felt it was
not worthy of being repeated in this House—
that the Minister was in the pockets of big
business; and individual Minister and I
believe, he named somebody. At least I have
been saying that every citizen expects certain
amount of protection from Members of the
House, and from this privilege which has been
granted by this House, I believe, the Ministers
should not be exceptions. They also deserve
some kind of protection. But what is big
business in this country?

ISHRI ARJUN AEORA: There is a whole
security department to protect them.

SHRI N. KANUNGO; Madam, where is big
business in this country? I have found that
only 17 companies in this vast country have
got a net profit of more than one crore. Out of
nearly 30,000 companies on the Register, only
102 companies have an annual net profit of
Rs. 30 lakhs and above. So where is big
business?

SHRI M. RUTHNASWAMY:: Big for India.

SHRI N. KANUNGO; I think somebody
mentioned that within a certain period the
assets of companies have doubled and so on.
As far as I remember, he was referring pre-
sumably to a study of the Reserve Bank.
Unfortunately, out of 30,000 companies
the Reserve  Bank
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has been conducting a study of only 1001
public companies and not of private

companies. These 1001 companies account for
three-fourths of the total paid-up capital of
public companies. Add to it :h, private
companies which have got equal investment in
these companies and then it comes to this. The
leading houses mentioned in the Report have
only 7 percent control over the investment. It
is not anything dangerous. In any case, the
House will be getting the Report of the
Mahalanobis Committee which is enquiring
into the economic conditions of this country,
concentration of economic power and that sort
of thing. Itis a very expert .

SHRI M. N. GOVINDAN NAIR: When are
we getting it?

SHRI N. KANUNGQO: I am not aware of it.
It is not yet available to me anyway. I
understand from discussions with members,
some of whom are my friends, that it is an
enormous task that they have to struggle with;
they have to process an enormous amount of
data. Now, Madam, to my mind, this is the
condition of the so-called big business.
Naturally one of the difficulties for hon.
Members, for myself and also for the public is
that there is no reliable publication and no
reliable analysis of the corporate economic
sector. One attempt to which reference has
been made by several Members is the study by
Prof. Hazare. Here again. I submit, who
financed the project of Prof. Hazare? Who
encouraged him to carry on this study? It is the
Government. But unfortunately Prof. Hazare's
study referred to conditions before the 1960
Act carn, into operation. It was for a period of
about ten years, I suppose, and Prof. Hazare
himself has said that it was an enormous task
and that he could not get the full data. It must
be remembered. .

Dr. A. SUBBA RAO (Kerala): If his
conclusions are not based on present—day
conditions, what is the necessity of doing it? If
the argument is that it does not correspond t'o
the present-day conditions, what is the use of
that?
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SHRI N. KANUNGO: What [ say is that
such studies would be useful to the public and
to Members of the legislature. If more such
studies were done, it would be useful but we
should take it with the limitation that  the
data available was limited. Therefore, I
am sorry that these allegations have been made
in this House. What has been done is forgotten.
How did it happen that the Commission
was set up? How does it happen that in-
vestigations go on? I have on record that
there have been 49 investigations by the
Company Law Administration. Does it mean
that all of them are against people who have
not contributed to the funds of the Congress
Party? I am really sorry that such
allegations have been made. I am sorry to
say that in both Houses of Parliament the
major factors  of the law were perhaps lost
sight of in the furore about the particular
clause where contributions by companies to
political funds have been mentioned. I entirely
agree with Mr. Mani that the law has got to
be amended but not the Companies Act. The
results can be obtained if the election laws ar,
amended. But as it stands today it is a great
improvement from 1913 when the directors
had the full privilege of granting any
amount of money as they liked. Today
the most important factor in the 1960 Act is
that every contribution given to a political
party has got to be disclosed. Let the public

|10 AUG

judge it;  there  are limits about the
contributions no doubt.
SHrRI LOKANATH MISRA: Not for

surreptitious ones for permits, quotas and
licences.

SHRI N. KANUNGO: My friend, Mr.
Misra, has got rather, I should say, not a very
healthy mind. But the point I am trying to
make is that after the 1960 Act, anyone can
find out which party receives contributions
from which company and that disclosure is
the most important factor, I think, which is
there. For the rest, I certainly like Mr. Mani to
make his
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precis for an amendment of the Companies
Act. Here what I want to point out is that to
throw out allegations is not fair.

Take the case of Mr. Thackersey. Time and
again | have said in this House that all the
allegations about the Sholapur Mills are
wrong. Statement has been made. I nave
explained it in the House. Yet the same is
thrown at. In the case of Birlas about the Ruby
and Asiatic Insurance Companies, whatever
they are, documents were placed on the Table
of the House on 30th April 1963. It is there for
anybody to see and yet off and on it is being
repeated. Innuendos have been made—I am
again referring to Mr. Misra—about the
Kalinga Industries.

SHRI
Tubes.

LOKANATH MISRA: Kalinga

SHRI N. KANUNGO: Kalinga Tubes. I
have answered the question —I do not
remember whether in this House or in the
other House—saying that all the allegations
about zinc being sold in the blackmarket are
wrong. It has been carefully enquired into. I
am aware of the enquiries.

Surt CHANDRA SHEKHAR: What is the
machinery of enquiry? May I know whether
any judicial enquirv has been held?

SHRI N. KANUNGO: The
explanation I can give is this.

simplest

An 'X' quantity of zinc was allotted to a
particular company. The goods they produced
proved that the 'X' quantity had been used.
What more do you want?

Suri LOKANATH MISRA: When the
enquirer and the supposed accused is one and
the same person, how can we depend on that
enquiry?
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SHRI N. KANUNGO: Mr. Misra, I
cannot convince you. But I can convince .
Madam Deputy Chairman and through her
the other Members of the House that it is a
simple case. 'X' quantity of zinc was being
allotted for the manufacture of certain pro-
ducts and where it is proved that the 'X'
quantity has been fully used, where is the
occasion for blackmarket-ing or fictitious
selling? Now, the point I am making out is
this. In spite of this knowledge which has
been available to the House collectively
and which is on record, these allegations
are made and I am sorry they are made. I
hope, as I have said earlier, that hon.
Members will be more careful in casting
aspersions 'on parties who are not here and

who have no means of defending
themselves.
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SHRI N. KANUNGO: Madam, I Minister has
given the explanation.

SuM N. KANUNGO: Madam, I am merely
referring to the answer which I gave to a question
which was given due notice of. If the hon.
Member is not satisfied with the answer, it is open
to him to bring forward a motion saying that I
have given a wrong answer.

Suri  CHANDRA SHEKHAR; The 'No
Confidence Motion' is there.

SHRI N. KANUNGO: Madam, I have nothing
more to add. I share the same feelings of the
more impatient Members of the House and I
believe that the investigations of the Special
Police will be completed soon enough and there
will not be lack of adequate evidence.

SHRI ARJUN ARORA: Madam, while
offering his apologies to the Attorney-General,
the hon. Minister used some words which meant
to convey the meaning that he was offering
apologies, among others, on my behalf. I want
to make it clear that I have not authorised the
hon. Minister to make any apologies on my
behalf. I take this opportunity of dissociating
myself from those apologies. I feel that the
opinions of the Attorney-General are not
binding and they are as liable to criticism as the
statements made by any Minister. I did not use
strong language

SHRIN. KANUNGO:

SHRI ARJUN ARORA: I am on my legs. |
did not use strong language against the
Attorney-General. I could have used stronger
language. I did not say anything irresponsible
for which I should apologise. If necessary, I am
prepared to  make the

Iplead. .,
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same speech outside the House and face all
the consequences. I was speaking with full
responsibility . . .

THE DEPUTY CHAIRMAN: Please be
brief.

SHRI ARJUN ARORA: . . .and I do feel
that the hon. Minister had no right to
apologise to the Attorney-General or
anybody else on my behalf.

SHRIN. KANUNGO: I admit, Madam, that
I took the privilege, being a colleague of Mr.
Arora, of doing so without consulting him,
but I still think that an apology is due.

THE DEPUTY CHAIRMAN: I think every
Member on the floor of the House is entitled
to his own opinion. There are two
amendments.

The question is:

1. "That at the end of the Motion,
the following be added, namely: —

'and having considered the same, this
House is of opinion that all the Dalmia-
Jain business concerns be immediately
taken over by the Government."'

The motion was negatived.

THE DEPUTY CHAIRMAN: The question
is;
2. "That at the end of the Motion
the following be added, namely: —

'and having considered the same, this
House is "of opinion that in the light of
the disclosures made in the said Report,
a permanent Statutory Commission
should be set up to keep a watch over
and enquire into the affairs of the Big
Business Concerns to check corruption
and malpractices, curb monopoly and
concentration of wealth and safeguard
the interests of the public and the State."

The motion was negatived.
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| THE INDUSTRIAL EMPLOYMENT
(STANDING ORDERS) AMEND-
MENT BILL, 1963.
THe DEPUTY MINISTER IN THE

MINISTRY op LABOUR AND EM-
PLOYMENT AND FOR PLANNING (SHrI C.
R. PATTABHI RAMAN): Madam, I beg to
move:

"That the Bill further to amend the
Industrial Employment (Standing Orders)
Act, 1946, be taken into consideration."

This is a small and simple Bill and
I shall, therefore, not take much
time of the House. The Statement of
Objects and Reasons attached to the
Bill gives in brief the main purpose
for which it has been brought before
the House. At present some difficulty
is being experienced in enforcing the
provisions of the Industrial Employ
ment (Standing Orders) Act, 1946 in
the  establishments  which  last  for
short  durations. The formalities re
garding submission of the draft stand
ing orders and the proceedings
for their certification take some time
and by the time the -certified standing
orders become available for enforce
ment, these establishments cease to
exist. Such a difficulty is being ex
perienced particularly in the case of
contractors'  establishments. The
matter was placed before the 20th Session of
the Standing Labour Committee which
accepted the suggestion that the Act might be
suitably amended so as to make the Model
Standing Orders framed by the appropriate
Government, operative in all industrial
establishments covered t>, the Act until such
t'me as th, standing orders are certified for the
establishments concerned. Hence this Bill.

Opportunity is also being availed of to
amend the Act in respect of certain other
matters which are of a clarifi-catory and
formal nature. One of these provisions in the
Bill is to amend the definition of the term
"appellate authority". In the existing Act, it
has been  denned as the



