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Safety) Act, 1552. [Placed
rary. See No. LT-1383/63.]

in Lib-

Tar PonNpIicHERRY CEMENT CONTROL
ORDER, 1963

Tue DEPUTY MINISTER 1IN THE
MINISTRY or STEEL anp HEAVY
INDUSTRIES (Sur1 P. C. SETHI): Sir,
I beg to lay on the Table, under sub-
section (6) of section 3 of the Essen-
tial Commodities Act 1955, a copy of
Notification No. 2322/63-Con., dated
the 10 July, 1963, publisking 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

Mr. CHAIRMAN: I have to inform
Members that the following letter
fated the 4th August 1963, has been
received from Shri Sawai Man Singh
from London:

“I have had a bag fall playing
Po.o this summer and have to have
a medical check-up and treatment
this month. which mav be a long
process. Therefore, I will be grate-
ful if 1 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
eurrent session?

No hon, Member dissented,

Mr. CHAIRMAN: Permission to
remain agbsent is granted.
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MESSAGES FROM LOK SABHA
1. TeE TexTiLES COMMITTEE BILL, 1963

II. 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:

1

“In accordance with the provi-
sions 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 provi-
sions of Rule 120 of the Rules of
Procedure and Conduct of Business
in Lok Sabha, I am directeq to
inform you that Lok Sabha, at its
sitting held on the 17th August,
1963, agreed without any amend-
ment to the Iron Ore Mines Labour
Welfare Cess (Amendment) Bl
1963 which was passed 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 CER-
TAIN DALMIA JAIN COMPANIES—
contd.

Mg, CHAIRMAN: I have still a
fairly Jong .ist of speakers and I would
call upon the Minister to reply at
3-30 p.M. 1 w1}, therefore, hope that
Members would keep their speeches
ag brief as possible so that all of them
may have a chance; otherwise gsome
will have to be left out. Prof. Wadia.
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Pror. A. R, WADIA (Nominated):
Mr. Chairman, going through the
Vivian Bose Report has been a very
harrowing experience. There is hard-
ly 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 crimi-
nal 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,
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[TrE DEPUuTY CHAIRMAN in the Chair]

I am sure that ag Indians we gll feel
ashamed of what has been done by
this particular group of industrialists
and capitalists. Therefore, we are gll
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 des-
troyed and so many applications were
made to the counts to delay the pro-
ceedings but in spite of that we have
had the privilege of going through
this report exposing all possible frayds
that have been committed.

I share with my friend, Mr. Arora,
the gurprise that the Government, for
all these years, took no action against
these people. After all everyone con-
cerned with the share market knew
the reputation of the Dalmia-Jain
concerns They all knew that invest-
ing money in these concerns was
practically committing financial sui-
cide 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 Govern-
ment to hold their hand back. I also
share w'th mv friend Mr. Arora the
surprise at the report that came from
Mr Daphtarv and Mr. Viswanatha
Sastri. It is a very paintul thing to
find that law seems to exist for the
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protection of the wealthy ecriminals
and not for the protection of the inno-
cent investing public. I think jt is the
duty of the Government to do some-
thing 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 {o find that this
Report has been taken advantage of
by some of the other parties to throw
mud at the capitalists and the indus-
trealists generally. I go not think that
is fair. The private gector does exist
in our country and it has been doing
very valuable work, It will take seve-
ral years for the public sector to come
up to the level of the private sector
in efficiency and in stabilising 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 thig con-
nection, I am tempteg to refer to the
good work that hag been done in the
private sector by the House of Tatase
and particularly by its present head,
Mr. J. R. D. Tata, Yesterday a ques-
tion wag put in this House by Mr,
Bhupesh Gupta, very innocent look-
ing 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 appearg not to have
been possible and it was ruled out
but I would like to graw 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 js a known fact
that he was also among the first to
flv golo 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? 1If it
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pleased the Government to take wup
these services, I have nothing more to
say apbout .t at this stage but I cougra,
tulate the Government on having had
tne common sense to ask Mr. Tata to
be tne Chairman of the Air India
Internat onal, I think it is a fact wel]
known to all of us who have travelleq
by Air lndia International, that it
enjoys a very high reputation among
the airlines in the whole world. It is
not inferior to any other line whethep
in America or in Britain and if ihat
reputation has been achieved it hag
been mostly due o the active interest
taken in this work by Mr. J. R. D,
Tata himse.f. And after all, if he has
been working as Chairman, he hag
been working without any remunera-
tion. He gets nothing from it, and he
loses so much of hig precious time by
being in this work. But then he loves
it. He doeg not mind spending hig
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 Tatag
were in charge of these services. When
the Government took it up, a separate
agency wag established in the United
Kingdom, A geparate agency could
have been establisheq in the Uniteq
States of America also, but for obvious
reasons it was not done. The Air
India International found that the
commission charged by other possible
American agencies wou'd have been
far greater than what was charged by
the Tata Incorporated, ang that ig the
reason why this arrangement has been
econtinued with the Tata Incorporated,
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Madam Deputy Chairman a ques.
tion of this type was put against Mr.
Tata in the other House, I think, in
last May and with reference to it Mr,
Tata issued a Press statement which
should very convinecingly show the
very high level at which he has been
behaving in this matter. But unfortu-
nately some of the hon, Membery
sither are ignorant of its existence or
have not cared to study it carefully,
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some interesting = facts
which are brought out by that
statement. One is that Mr. J. R. D,
Tata does not take part in the
discussiong whenever questions con-
cerning Tata Incorporated come up,
and I think that is a very fair con-
vention 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 commisson
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 surpris’ng that shrewq business
people like the Tatag should continue
thig transaction when they are work-
ing at a loss. Well the answer to
that ig that the Tata Incorporated is
not dealing only in this busness. Thid
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 ig profit. So a'so
the Tata Incorporated in spite of loss~
es in this particular transaction, have
not been put to loss on the whole,
and that is the reason why they cam
continue,

There are

There is a second reason and that is
very important. That second reason is
that Mr. J. R. D. Tata loves aern-
planes. He loves air services. He is
conscious that after all, he brought
these air services into existence in
Ind‘a and he loves the work He ap-
preciated the fact that even the air
services managed by the Government
of Ind'a now have been entrusted to
hig chairmanship, T think this is a
very commendable reason and we
should appreciate it instead of
throwing mud by suggesting that he
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is trying to get any money from it.

In fact he is not and that is very clear

from the statement that has been
made.
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Madam, the Vivian Bose Commis-
sion was given a very difficult task
and 1 am very glad thay they have
fulfilled one of the objects for which
the Commission was brought into
existence, namely, to make recommszn-
dations 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 wiil at least
take interest in the matter and see
how far these recommendations could
be accepteq and even improved upon,
because the good name of India, the
good name of our private cap'talists,
is concerned in this matter. All who
are interested in the prosperity of
India are equally interested in main-
taining a high business standard.
After all if India is going to be weal-
thy, it will be through the develop-
ment of her industries, through the
development of her commerce and in
both these spheres there is nothing
so valuable ag honesty and integrity.

Surr M. RUTHNASWAMY
(Madras): Madam Deputy Chairman
as one treads one’s difficult way

through the jungle of the Vivian
Bose Commission’s Report, one is
struck bv the low state of commer-
ciat moral‘ty that prevails in our
ecountry No doubt we do not expect
sants in business but at least we
expect common honestv. “Honour
brigch'” may be a principle that ap-
plies only to individual conduct, but
there is a principle of business mor-
alitv contaned 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-
m’ssion’s Report. Thev seem to have
invented a new principle, or at least
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they seem to abide hy what has been
called the E.eventh Commandment,
in  addition to the Ten Command-
ments that Moseg published,  that
being—“Do not be found out”. The
illustrat.ons for this low level of
morality are plemtiful, For instance,
memoranda of association are publi-
shed, the main gbject put out being
one and the object actually achieved
be ng another, For example, on
tloating 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 absen-
tee directors who have made absence
a kind of profession 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
companieg that have come under the
castigation of the Vivian Bose Com-
mission ig that they are all family or
caste companies. The Dalmias with
their sons-in-'aw form one group of
commercial coneerns. | Sharegs are
predominantly held by members of
this family group and shares of the
public are ‘n very small proportion
compared to the shares held by the
members of the family. 1 think it is
thig characteristic ol these companies,
that they are family or caste compani-
es, that account for many of the
evils which have been castigated by
the Bose Commission, There is no
doubt that historically there is justi-
flcation for these family companies
being established in  this country.
Bus‘nesg and commerce has been the
specialisation of one caste or the
other and so it is that when industrial
enterprises were started in this coun-
try, the financing of these enterprises
were in the hands of ome or the
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the business firms themselves culti-

other of the castes that had been noted
for money lending, But this confine-
ment of business and business enter-
prise 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 olher ang 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 family companies. This ig against
the whole principle of free enterprise
of jo'mt stock companies, the esseit-
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 ig a kind of restraint
of trade which is against the first
principles of free business, A k'nd of

inbreeding takes place, moral inbreed-
ing, 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 Com-
mission’s Report? Public opinion is one
of the safeguards aga‘nst the abuse of
the powers given to these commercial
companies. Public opinion ought to
assert itse't 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
grouv are freely welcomed in society,
in social gatherings and the Prime
Minister goes and attends an inaugura-
tion function sponsored by two or
three members of this group. There
is no protest at all even from the pub-
lic or from fellow members in busi-
ness except one or two high-principled
members of the Federation of Indian
Chambers of Commerce and Indus-
try, who withdrew from the inaugu-
ration ceremony. But unless we have
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vating a moral opinion it would be im-
possible for a high standard of mora-
lity to be attained and maintained.
What has Government done in .his
matter? Government, no doubt, by
the recent amendments to the Indian
Companieg Act have done their best
to reduce the numbzr of thesz abuses
but Government, through their inspec-
tors 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 reveiations
of the Bose Commission’s Report.

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

Serr 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 conirol over the operations
of these companies 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 te
exercise. It is only by staying out
of bus‘ness that Government will
exercise that control over the opera-
tiong of business concerns that will
maintain a high standard of business
morality. Ag Prof, Wadia said, this
high  standard of commercial
morality is necessary for the pros-
perity of industry and for the pros-
perity of business. Even i Govern-
ment takes up a large numter of
business enterprises, that will be no
remedy at al] because tnere will be no
competition between  Government
business and private business and
Government businesg will be a law
unto themselves and the last stage of
Indian enterprise will be worse than
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the first. Therefore, I hope and trust
that ag a result of the revelations of
this Report, not only will Government
‘niroduce further amendmentg in the
Indian Companies Act which will
allow Government to exercise stric-
ter control and supervision over the
operations of these compan‘es but
public opinion and the opimion of
these business firms, the  corporate
opinion, as I sa‘d, business opinion
also will assert itself against the com-
mission of such evils as have been
revealed by the Vivian Bose Cornrnis-
sion’s Report. After all, the pros-
perity of business depends upon hon-
esty and if honesty goes then the pros-
perity of business itself will be threa-
tened. 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 stan-
dard of commercial morality,
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Sarr AKBAR ALI KHAN (Andhra
Pradesh): Madam Deputy Chairman,
before I express my observation on
the Report I would like to pay my tri-
bute 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 work-
ed hard and put in great effort to dis-
close many of these things to the coun-
try. 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
wil]l have good health ang 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 consci-
ously or unconsciously involved our-
selves into g 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 ques-
tion the personalities with whom this
Report has nothing to do. Not only
that; we have gone further. Some of
our friends have made certain observ-
ations sbout 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 ig abolished completely.
With due respect, I feel that these
thingg are not at all relevant to the
issue before us and I would say that
in order Yo apprecizte the Bose Com-
mission Report and its recommenda-
tions we should consider the situation
that prevailed soon after independ-
ence. Al'hough some industrial acti~
vity 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 peo-
ple to take part in the public and na-
tional life of the country, and mostly
to build up our economic life it was
conside~ed necessary to encourage
industrial concerns. And at that stage
there was no dquestion of private or
public sector. We wanted more indus-
try; we wanted more production and
we wanted all people with imagina-
tion, 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 creat-
ing further opportunities for employ-
ment 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 spe-
culators; the question wag whether we
want honest businessmen or we want
swindlers. That was the issue and
that is the issue to which the Govern-
ment 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
tha 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 recommendationg: or
we do not agree with them and the
steps which the Government propose
to take in order to have effective con-
trol over such malpractices, Not only
that; yesterday Mr. Niren Ghosh gave
a list of business people who have
ncthing to do with the issue befare us.
T 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 res-
ponsibility and honesty. Here we
have the liberty to make any speech
©1d even to chargesheet persong but
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 ag much as
it is the moral weakness of those peo-
ple who have indulgeq in malpractices
and have brought g bad name to
business and to the country, Simi-
larly, I would say, we have to see that
in our political life, in administration,
in social life, in every sphere of acti-
vity 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 expos-
ed seriously or even the recommend-
ations made by Bose Commission,
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Now, what about our friendg 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; 1 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 1 have got personal liking,
started saying that the Government
have failed in this matter. In Wwhat
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 indepen-
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 thay
when these matters were brought to
light the Bose Commission was ap-
pointed 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 tock such a long
time. And I must here pay my hum-
ble tribute to the late Mr. Justice
Tendolkar who dealt with this for a
vear 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 I think the patience
which he has shown in tackling this
problem ig something superb.
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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 suppos-
ed to be the chief architect of all
these malpractices, Shri Ramakrishna
Daimia. As regards the other persons
also, all sorts of documents were des-
troyed. 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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of our businesy and economic activi-
ties. That thing hag been brought to
light and we are given an opportu-
nity to plug the holes by tightening
up the Company Law Adminstration
in respect of so many matters. It
would be difficult, for instance, to
justify commission fee in the case ©of
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underwriting of shares, which was
taken by Dalmia and others. The
very idea of undetwriting is that

some effort should be made, some risk
should be taken and ultimately they
would get a commission. Here thou-
sandg 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. I could quote
clear caseg 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 have
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 pro-
ceeded according to law. But possi-
bly that was a further precaution that
the Government took, so that it may
not be considered that the Govern-
ment 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 thig obser-
vation? Certainly not. (Interrup-
tion). So far gs my hon. {riend,
Shri Khobaragade, is concerned, it is
open to him to make any charge. But
so far as we are concerned, our cons-
cience is clear and our conduct is un-
blemished. I can say that the whole
conduct of the Government in this
matter hag been of a very high stand-
ard.
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Sur: B. D. KHOBARAGADE (Maha-
rashtra): May I put a question?

Sart 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 iz that so far ag malpractices
a.e concerned, the Bose Report has
brought them to our knowledge and
that is a great contribution, notwith-
standing the expenditure. 1 do not
want that anybody not connected with
the enquiry should be lebelled as one
who is not patiriotic 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 some-
thing about Tatas. They have been
pioneers and their treatment of their
employees is very cieditable. 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 Govern-
ment should appoint a Commission to
enguire not only into the malpractices
of all private companies—I would say,
let the public sector enterprises also
be enquired into. We want the stan-
dard of integrity of our concerns to go
up. If there is anything wrong in the
public gector, 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 pre-
sumptions or doctrinaire approach.

Now, so far as the policy to be adop-~
ted ig concerned—if you will permit
me, Madam, I will take two minutes—
this is g matter that has agitated the
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 fing loopholes and the
attempt on the part of the Govern-
ment to plug those loopholes. So far
as it i3 done according to law and
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with honesty, it is permissible. I
think the Government took all neces-
sary 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. Viviap Bose.
There should be another commission,
as just suggested to enquire into the
affairs of other private companies as
well as the public sector.

Then, the last point is to bring for-
ward amendments jmmediately to
tighten up the whole administration
of Company Law. There 1 entirely
agree with Mr, Bose as well ag with
the report of Mr. Jenkins. I will
quote that para and close my obser-
vations. It is at page 814 of the
Report. It says:—

“The Companies’ Act of IQJG, and
the Amendment Act of 1960, has
certainly brought about far-reach-
ing changes to the provisions exist-
ing under the Indian Companies’
Act, 1913 as gmendéd in 1936. Vari-
ous deficienciey and malpractices
discloseq and discovered in the ad-
ministration of companies have been
lessened and the loopholes plugged
to a large extent.

For example, one of the msalprac-
tices which came to our notice,
namely, the premature and delibe-
rate termination of managing agen-
cieg and payment of compensation
for termination, . . .” l

They used to terminate it for some
reason and pay some huge compensa-
tion, lakhs of rupees. It goes on t0
say:—

“ ... has been effectively dealt
with in the Companies’ Act as well
as in the Taxing Statute. We are,
therefore, left with not miany re-
commendations to make, and in
making these, our endeavour has
been not to impose any unneces-
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sary burden on the corporate sec-
tor, . .

That is one aspect which the Govern-
ment will have to bear in mind,

It says ;=

o«

. its directors and execu-
tives—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 Jenking Com-
mittee has remarked, finality cannot
be expected in the fleld of Com-
pany Legislation; and they go on to
comment that it i3 necessary for the
protection of shareholders, creditors
and the intending investors, that
the activities of companies, and
those responsible for their manage-
ment, should be subjected to a con-
siderable degree of statutory regu-
lation and control. But they also
may say that controls and regula-
tions carried to excess, may defeat
their own objects, and in thig res-
pect, they share the view express-
ed by the Greene and Cohen Com-
mittees 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 unreason-
able fetters upon businesg which is
conducted in an efficient and
honest manner, We are in respect-
ful agreement with this view.”

I also submit that the Govérnment
should bear this in mind while ap-
pointing the commission and while
bringing forward amendments in res-
pect of our existing Company Law.

Thank you.

Surt B. D. KHOBARAGADE:
Madam Deputy Chairman, before 1
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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mission because they have produced
this voluminous Report in spite of
heavy odds and obstacles and impedi-
z1ents that were created by Messra.
Dalmia and Jain. Madam, in my opi-
nion, this Report is an indictment not
only of Messrs, Dalmia and Jain con-
cerns but it is also an indictment of
the Government officers as well as the
Government of Pandit Nehru,
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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 wnder the Indian Penal
Code. Some days ago Shri Shanti
Prasaq 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
itheir innocence. On the contrary
they have tried to create all sorts of
obstacles in the way of this Commis-
sion. If they were really clean and
innocent, they could have come before
the Comumission with clean hands. But
they did not. On the contrary, they
have adopted all sorts of delaying tac-
tics. They did not co-operate with the
Commicsion, they non-co-operated
with the Commission. It has been
mentioned in the Commission’s Re-
port on page 20:

“Bvidence 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-
mine certain documents, they were
not produced. I will give you another
mstance 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
Nirmen. Swadesh Nirman were direct-
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ed to produce the documents. They did
not produce the documents before
the Cemmission 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 share-
holders. 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 share-
holders and gained Hs. 2°60 crores,
He has evaded income-tax and
gained during thet period 1o the tune
of Rs, 15 crores. How did he do it?
A number of ingenicus methods were
devised by Dalmia-Jain concerns.
They have fabricated the account
books, They have manipulated all
accounts. There are fraudulent trans-
fers of shares. The shares are pur-
chased by fictitious persong who do
not exist at all. Amother way was to
liquidate a public company, sell the
concern to some of Dalmia’s private
concerns, get hold of all the docu-
ments and account books, and efter-
wards convenjently dispose of all
the account books end documents
which would incriminate all those
people, All such tactics and ingend-
oug methods were adopted by those
people for defrauding the share-
holders and for evading the payment
of taxes. In this Commission's Re-
port also, at page 32 it is mentioned:

“We have found a
instances in

number of
which bookg of &c-



|

Repoit of the
Commission of
Ingquiry into l
count, Balance Sheets and Profit

and Loss Accounts were manipulat-
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This is the finding of the Bose Com-
mission, 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 helped
themn to commit these offences? I am
referring to the Government servants.
‘Would it have been possible for those
people to commit those offences
without their help? Madam, I will
refer to the Report of Messrs.
Daphtary and Sastry, in which they
have mentioned: ‘

“It appears that there iefre
grumblings of dissatisfaction among
the shareholders and representa-
tions madg to Governmental autho-
rity in 1949, ‘but no immedfate
action was taken.”

This thing was brought to the ncltice
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 pre-
sented a challan in the Delhi Court
in 1952, Mrs, Dalmia also had men-
tioned in her telegram that |the
challan 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 cdon-
cerns 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 eagainst those people. (In-
terruption). Why did the Govern-
ment not take any action against
those people?

I will quote another instance. I

have already said how the Comsz-
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sion could not secure the documents
and account books, and when the
Commissicn found that the documents
were not coming forward, they imme-
diately issued search warrants for
simultaneous search of different con-
cemms But in 1952 when the Govern-
ment appointed one Inspector, Mr.
Chopra, for about seven or eight
months he could not get any docu-
ments, he could not get any account
books. That is mentioned in this
Report, Could not the Government
issue search warrants immediately?
Was it not possible for the Gov-
ernment 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 docu-
ments and account books and destroy
all the evidence that could have in-
criminated them.
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SHrRr AKBAR ALI KHAN: May I
know under which law they can do 0?

Surt B, D, KHOBARAGADE: Is not
Government responsible in this matter?

Therefore, I say that the Govern-
ment machinery is equally responsible.
It 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 Govern-
ment servants. But my charge is that
these things covld not have gone on
without the co-operation and active
support of the members of the Gov-
ernment, Lately, we have come 1o
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 the accusation by Shri
Harekrushna Mahtab against Shri B.
Patnaik, Chief Minister of Orissa, The
Kerala Congress Committee’s Presiaent
says that the Kerala Chiet Minister is
indulging in malpractices and that he
is corrupt. We are receiving eom-
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plaints—not from the Opposition mem.
bers only but from the Punjab Con-
gress 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 . . .
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Tee DEPUTY CHAIRMAN: You
can continue later, You will have five
minutes more,

Sur1 B. D. KHOBARAGADE: I wilt
try to finish.

Tae 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,

‘' Sgrr B, D. KHOBARAGADE:
Madam, 1 was saying that only one
single concern of Messrs. Dalmia and
Jain has been singled out for this pur-
pose. 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 individualg
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 opinijons different
from those expressed by Pandit Nehruy,
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 com.
panies has not yet been placed before
the House. It has been mentioned by
the auditors that these ¢wo companies
also have indulged in some fraudulent
activities. Even then, no action is
taken against them. Bose Commission
has mentioned that Shriyans Prasad
Jain wag benefited by lakhs of rupees
because an agreement was broken and
he wag 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 victi-
mise 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 Con-
gress ticket and sent him to Parlia-
ment. Why? It is because he is in
the Congress, He has also indulged in
the same gort 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 be taken to plug all
the loopholes in the law and there-
fore, the Company Law should bs
amended as early ag possible, Parti-
cularly, so far as the Memorandum of
Association iz 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
gector 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 co-
operate with those fraudulent people.
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No such person should be given any
licenceg or any patronage by the Gov-
ernment, Merely plugging the loop-
holes and tightening the Company
Law administration will not be suffi-
cient. It is essential that our Govern-
ment machinery which is in charge of
administration of companies must be
above corruption, However, gtringent
the measures we might incorporate
in the Company Law, such measures
will not be able to solve the prob-
lems and save the shareholders from
the malpractices of the directors.
Therefore, it is essential that we
should have a very good administra-
tion which should be above corrup-
tion. 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? 1 have already made a refer-
ence to certain instances 1 do not
want to reiterate them, But we
know that there are certain indivi-
duals, There is the case of Messrs.
Serajuddin and Company. That Re-
port has mot yet come out. There
are other names also, But i we
want to save the investing publie,
then we must not only have a good
Company Law but we must have an
efficient administration which would
be above corruption. l

SR LOKANATH MISRA
(Orissa): In the case of Serajuddin,
the major portion has gone to the
Congress funds,

.k i

Tae DEPUTY CHAIRMAN: The
time-limit is over, -

Surr B. D. KHOBARAGADE: I
wil] take only two or three minutes
more. Therefore, it is egsential .,

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

., Surr B. D. KHOBARAGADE: It is
very essential therefore, that not
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only the Government officers but the

Government should be above corrup-
tion.

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 opolitical] partiess, We
have been demanding this in this
House since long bup this funda-
mental and the most essential thing
has mnot been incorporated in the
Company Law, If we incorporate
that thing, then the limited com-~
panies will not be compelled to con-
tribute to the fund, of political
parties, and if they are not in a posi-
tion to contribute to the funds of
political parties, the political leaderg
will not be able to influence those
companies and to ignore their mal-
practices,

Another thing is this. Why do the
parties want funds? It is because
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 AIC.C.
also—that if you spend a few lakhs
of rupees you could be a Chiel
Minister and if you spend a crore of
rupees you could be the Prime Minis-
ter of India also, That is the posi-
tion of India. Therefore, if you do
not want the political leaders to get
contributions from the limited com-
panies or from big business people,
then the essential thing is that you
must make the election machinery as
less expensive as possible. Today, for
a candidate it is not possible to con~
test the election until and unless he
is in a position to spend Rs. 20 or
Rs, 30 thousand. He may spend
more. But even a very good, honest
and sincere worker, if he is poor, if
he has not got sufficlent funds, can-
not get himself elected, He must get
the contribution from the big business
people to contest the election, In that
case, he will always oblige those
people and he will not be able 10
discharge his dquties and obligations
without any favour. Therefors, it i8
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as possible.

So far as the individual cases are
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, 1 would
suggest that Messrs, Daphtary and
Sast=i have pointed out some cages in
which some action can be 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 challaned by the police and ac-
quitted ultimately. I it is not
possible to prosecute  them through
normal processes, use the Defence of
India Rules and send all those people
to jail That must be done,

Sumi DHANANJOY MOHANTY
(Orissa): Madam Deputy Chairman,
1t 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 comiercial practice.
We have to appreciate the tremendous
job done by the Commission despite
all handicaps and hurdles betore them.
The Report in question is before us
and we can see for ourselves what a
task it was.
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The Central Government appointed
the Commission of Enquiry by an
order dated the 11th December, 1956
when it was made to appear to them
that there had been grcss irregulari-
ties which may in several respects and
materials amount 1o illegalities in the
management of companies described in
the report as the Dalmia-Jain group
of rcmpanles and that there had been
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manipulation of the accounts. Un-
justified transfers and use of funds and
assets had been made, moneys subs-
cribed by the investing public were
spent in a considerable measure not
in the interest of the companieg €ON-
cerned 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 1 regret to observe that the
hon. Members speaking from the
Opposition side do not take this back-
ground into consideration. They
stand far away from the matter in
jssue. They have tried to drag in 2
number of companieg againgt 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
& P. Jain was a shareholder of that
concern. What a pity.

Much has been said about the delay
i completion of the enquiry-
Ministers that impeded the progress of
the enquiry have been stated in
chapter IV of the Report. We very
wel]l realise that the delay was inevi-
table.. Any attempt to ascribe motives
to Government is, therefore, unsustain-
able. It may be that this delay has
given scope to the persons in manage-
ment of the said companies to mani-
pulate accounts and even destroy some

material documents, but this could
pot be helped because neither the
Government nor the Commission

could go out of the way to do any-
thing 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 {o enguire

into the matters and report in ajd 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 iaken great
pains to bring to light the vatrious
ways and means in which various
crimes in respect of the moneys invest-
ed by the public have been perpe-
trated. I would urge on the Govern-
ment to take into serious considera-
tion all those revelationg and make
suitable legislation to ensure in the
future the due and proper administra-
tion of the funds and assets of com-
panies and firms in the interest of the
investing public.
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Of course, far-reaching changes to
the provisions existing under the
Companies Act of 1913, as amended
in 1936, have been brought ahout,
various deficiencies and malpractices
disclosed and discovered in the adrin-
istration 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 abso-
lute or perfect for all times to came.
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 mate-
rial witnesses are dead, willing wit-
nesses are few, the question of limi-
tation is there and various difficul-
ties are foreseen. Moreover, there i3
a hint on non-prosecution of Mr.

Dalmia. We have been told that the
Government have directed further
investigation into 1{en cases. Every-

body knows how able, rich and influ-
ential 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 GovermnTnt
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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 tlus context I would
expect the Government to see that
further necessary legislation is made
so that the future is well safeguard-
ed. Whatever be the wresult of this
enquiry or of the impending trials, I
do believe that these Dalmias or who-
soever may be there, they have for-
feited 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, 1 would draw the
attention of the House to the state-
ment made by the hon. Mr. Govindan
Nair who subsequently tried to correct
himself, and :n his attempt to correct
that statement, I think he has given
another isleading fact regarding
Shri Bijoyanand Patnaik accepting
Rs. 15 lakhs or several lakhs of
rupees. 1 would demand from Mr.
Nair a clarification on this.

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

Surt ARJUN ARORA (Utiar Pra-
desh): That is why he i3 no more the
Chief Minister. Now we have a
better Chief Minister in Orissa.

Tae DEPUTY CHAIRMAN; Mr.
Mohanty, have you anything more to
say?

Surr LOKANATH MISRA: Madam,
this proves the allegation. There is
no doubt about it.
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(Shri M. N. Govindan Nair rises
in his seat.)

Tue DEPUTY CHAIRMAN:
have clarified.
nue.

You
Now let him conti-

Surr DHANANJOY MOHANTY:

The statement of Mr. Nair does not
apply to Mr. Biju Patnaik.

Surt M. N, GOVINDAN NAIR I
only said . .
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Tae DEPUTY CHAIRMAN: That is
a matter of his opinion.

Surt M, N, GOVINDAN NAIR: He
misunderstood me. 1 only quoted
from Mr. Biju Patnaik’s press confer-
ence. 1 did pot say thal Biju Patnaik
accepted the money. In that state-
ment it i stated that Shri Mahtab
accepted the money.

Surr DHANANJOY MOHANTY:
Madam .

Tae MINISTER or INDUSTRY
(Surr N. Kanunco): 1 take it that
Mr. Govindan Nair’s knowledge 1is
derived from the newspaper cuttings
and the press statement, nothing more,

Serz M, N. GOVINDAN NAIR: An
officia] document circulated by the
Orissa Government .

SHrRr N. KANUNGO: Which he has
not tried to verify,

Serz  DHANANJOY MOHANTY:
It is now Mr. Patnaik’s period of
office. This he hag said about the pre~
vious regime, not about Mr. Patnaik’s
period of Chief Ministership.
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(Interruption)
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Ter DEPUTY CHAIRMAN: Hav-
ing said all this, will you come to the
Vivian Bose Commission Report?

Sart  CHANDRASHEKHAR (Uttar
Pradesh): Mr. Yajee ig rebutting all
this.

Surt B. D. KHOBARAGADE: It is
very relevant.

Sart AKBAR ALI KHAN: I think
that is not right. That is objection-
able.
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Sari AKBAR ALI KHAN: But you
are charging their motives., That is
not right.
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Crown Spinning & Manufacturing
Co. Ltd.

The Indian Manufacturing Co.
Ltd,

The Western Indian Spinning and
Manufacturing Co. Ltd.

The Hindustan Spinning & Weav-
ing Millg Ltd.
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“Many of you may be aware that
as early as 1953, the Finance Min-
istry of the Government of India
was apprised of evasion of income-
tax amounting to crores of rupees
by this group of industries. Even
Prime Mimister Nehru, the former

Y
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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 R

Bt oo d B

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

|
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Tar DEPUTY CHAIRMAN: The
Minister wants to know what you are
reading from.
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Suri P. L, KUREEL URF TALIB;
This ig just a pamphlet. This infor-
mation is there.
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¢“Napco Bevel Gear of India Litd.,
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 approxi-
mately Rs. 43 lakhs.

In 1959, it was offered to the Gov-
ernment of Indjz 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 machi~
nery. This is how public money is
being squandered and foreign ex-
change is being pocketed abroad.”
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“The records of all the companies

would have been g great help to the
Commission.” ~

S8 85 v e U g dele
- L’“
“The others were deliberately

destroyed by the persons in control
in order to thwart any enquiry.”

——ut® S &%y {1 o

“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 with-
hold the evidence and information
that ig sought from him and tell
him not to produce the books that
have been called for. This is pre-
cisely what Shanti Prasad Jaip did
in the case of these two compa-
nies.”
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“Moneys 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 of accounts
or by falsely showing as having
been realised or repaid by only
book adjustments.”

—ald i e
“Personal expenses of Shri Ram-
krishna Dalmia were paid out of
the fundg 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.”

— 2 S i el S e

‘“Lending of money to D.CP.M.
from various public limiteq compa-
nies in which Dalmia-Jain group
had control for the purpose of mis-
appropriating the money so lent or
for converting the same to the per-
sonal use of members of Dalmia-
Jain concerns.

Managing Agency Companies or
Selling Agencies were incorporated
with a condition that in case ct
breach of the terms of contract,
compensation would be paid. The
modus operandi was simple, e.g., a
Managing Agency wag incorporated
with a condition that if such
management terminated premature-
ly, 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
migappropriated. The Commission
hag found that appointment of such
Managing Agency was unnecessary
and brought into existence for frau-
dulent purposes,

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

2ol ot Rl o e
= e’ i

1

“Conspiracy to commit cheating
by falsely and dishonestly repre-
senting by manipulating the accoun:s
that certain companies had
not been earning profits thereby
inducing shareholders to sell the
shares at low prices and purchasing
those shares and thereafter declar-
ing dividends and selling those
shares at high prices.
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Manipulating and antedating re-
cords thereby inducing investors.”
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(Time bell rings.)
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+[ 1 Hindi transliteratioq.
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Tue DEPUTY CHAIRMAN: Having
said al] this, will you come to the

Vivian Bose Commission Report?

|

Surt CHANDRASHEKHAR (Uttar
Pradesh): Mr, Yajee is rebutting all

this.
}

[

certain Dalmia-Jain
Companies

Surr B. D. KHOBARAGADE: It is
very relevant.

Surt AKBAR ALI KHAN: I think
that is not right. That is objection-
able,
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Surt AKBAR ALI KHAN: But you
are charging their motives. That is
not right,
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Crown Spinning & Manufacturing
- Co. I.td.

The Indian Manufacturing Co,
Litd.

The Western Indian Spinning &
Manufacturing Co. Ltd

The Hindustan Spinning & Weav-
ing Mills Ltd.

T e Y @ wwafar &
far & 7 IWWT T 1 ATTA
e 4@ gieea e few fEdee,
T owd § AR 39 AR 3 WA
g o f5 s faams #wréar @
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& w1 @ W ¥, qar 9T 97 fF
qaTg TH FHE § ) fF 992 9% oNE
i 3wy ur w9 F Amileaw wai
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“Many of you may be aware that
as early as 1953 the Finance Minis-
try 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 Morarjt
Desai have been fully apprised of
the ramifications of the Thackersey
group i

Sarr N. KANUNCO: What is the
hon. Member quoting from?

Tae DEPUTY CHAIRMAN: The
Minister wants to know what you are

reading from.
1

Surr P. L. KUREEL URF TALIB:
This is just a pamphlet. This infor-
mation is there,

TZ AT @ TR ¥, AQ
oY THTAE § T & o feerl
F T arewma g T
G WS 99 F  GIHW T Y AT wIT
Tt fa AT €9 a7 & 99T 9T -
fat § Nt AT 3 < & o & a9
Frgde Al § AR fomd aaE) F0E
TET ANET diX 97 0 & J
AT & 1 § A I H g% woe a3 ¥
AW & B 9w aw eew-daw femi
Az 7 ¢ P % o fr sefaga ar
QT SATAT A | T F g g game
Fora feqrdde wrw §t fod a% omw
gfear ¥ W 7 iforw o Oy | 7w
* g fa svw feyde ome fr
aade wrh sfear A A & e
UF F AT & 91 0§ S e
AN §U AF qarfea® gAT M
#Y Fiferer & w7 qar A fF vk e
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FT gAT | TR AR G @ AR
IWE AR I RE  FTETE A A
T g a7 ¥ A § oA
T /I T2 U2 Fo HT AraeT WY w9
A q ¥ JAT &

o

ST TS ¥ 7Ry 1 e wael
AT, AT AT €T & AT U AT
frgmr star @ food w0 san
AT @R qCART T FHA & 1 5
fagar & arag 1 frq gfmr Wik &3¢
@ g fr freemamm s R &1 A
AW OSd Af q|A 8, wREnw
@y § A aF T weware Ry §
HIT 4T FAT wraw N v f ag
TETFfH W 3 W@ 3z Ak
4 @ 7 wogd ¥ 9 wrEl Awgl
fr=l Wik el § vm v § o
93 419 2T &I QP A T, AR AR
T W O 9w WA agqw fea
T AR 39y a3 ARy g Wy o
77 foag ww & s 5y w0 g
aez § foay oY o wovaw &, o
o Gt fee s & w1 9 g §
ATAH ST B gTF I LR
& OF ¥ F AA0F gw A A
& W I EATRT AR JEAT AT
¥l fr g & fafaeed &) wmal
AT T TE TS T & faerar & | @
foeamdt & wrT ST axw fad
frer & R A faar strar 1 § s
IAFIAT WHIW&FWW
& quar AT AT YT Y aga A &
&\ e fagwr #1 T AwQ 1 Ay
g% frare wran gd 9“fae o fagen
219’ ot frdly aiq anaa A ferelt
f | o= % 3o gl W g ff
wp gfwrmfes Taka weoAr W E
AT GRA FAr F qR { A
3 av w0 A Y AR st
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st T Ay ) ew wey & fr Qar
1 o St 3 | srafmt 9 o @
HH AT FHIAT 7Y, G G FELATT
& | W19 & qu wAi & fal o g
7 A FAmu WK Ay fr
¥ fow ay & 7@ #few 1 wa
aE 7 § g, fovpn, Sher aQ @
X FPET AT F faere w0 Q@ §
99 aF TR T @ qade wed
g A o} far fawmedw @
A A Afeae FW a9 aw
wafaay & wiw el 1w fan
faered o §8 =18 43 FT T 30
T TR feqEde® ¥ Rt
farr @ § o€ #9 @ T
faeda  #1 dxr fRar g 3
M St ey ay  wfeed §
S & W ¥ Aeq fewar @ i
mafaas g T8 Ay & ) @ JaTw
¥ faege womn A AferaT
F AR e vF gAfeiee wikad
3T & w0 Y f@ F fag arEw wE
FIAY & q9 aF mafada 1 owr @l
ST iR 97 & aw e dan @ e
& & wfce ¥ ag wadz & 4 F q@wn
gU & 9T ST 7 JAT A I9 F JW
U &HA § | AGART F A0 Er
¥ o 7S a¥ wgard e & o H
#1975 (el - 7 E AR
T g9 ¥ LA TET AT 8% AT
My q% T AT | &7 faea §, v
g, FEEUT 2 §, ewrd ¥ A § 7
el § & W A W@ | f@&f 7
gafey fF a3 a3 waare a3 3 fasag-
o1 =T § SR TE T ¥ A
F@ET qF TG g IR "R I A0
wre wE oAt § fF S @ aredt
& | T S q st § o
QT d bR e d
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[Shri P. L. Kureel Urf Talib]
wg § fafqgw @ W &
foie 1 aew s § 42, 5l o
AU &t e g | g Al &Y ara
& ) R g7 FIO ¥ 0€ ) W
TaHe gy T § T A g1 a7 F
TEY g wFaT | AT 9T WE AT AT E
7z & Moy IOl F—AH dFAfE
o sfoear & g # |

“Napco Bevel Gear of India Ltd,

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

881

The Detroit Bevel Gear Division
of Napco Industries, Ine.,
wag purchaseq in 1957 for appro-
ximately Rs. 43 lakhs.-

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

In 1960, it was appraised at appro-
ximately Rs, 199 lakhs,

Now it is being imported
India at a cost of Rs. 133 lakhs.
Now this is obsolute junk machi-
nery. This is how public money is
being squandered and foreign ex-
change is being pocketed abroad.”

R FOAT & FIE T fAEeT fo
UdAo FX & SR g IH FEHT
T @ 8 | THH gAY STaREeT fAwe}
AT S gl § AR R era-
e 3% aA1E § R 92 39 FuET
FAATFTZ AT FLEE | T3 O 719
AT g TET & | AT TS 41X
¥ e w2 | §4 Yoy fag
g, azw fog & f £ gemmr § o g
T A EE Y qEed e
SEURECIEE (oIS e
& & a3\ v B FUARY TE T
& | A1 S JAI AT #T qOH, AIfH T
¥ ggr &, MR fFar snd w) A fer

into

U.SA.

[ RAJYA SABHA ] the administration of
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s fF wr arq & 1 gEr Ay wFAT
9 HIC & T8 F Ao § qHaH AAQA-
T ¥ | T FEET § i andrd
¥ fHe & F70 °

¥ fafgma @ wdew N fong
FT qCH ATITE | TEH aga AT A §
7z foare gaAY e & f & oy suar
a5y far g 78 aFAT § | OF
TEAFE W & 9 § quw awar g w
=i 5w alF § farge a8 & 99
A 99 & AT 79 FTAT 1 SAAT
F WA JW AT R AT A
fen fF Fem qarge gar §, & 92
g3 Fgar g % faae oo %59, e
e Y | AfF e aif gee
ST HR I gER 99 weAd S §
SN qaT 7Y R 1 3= fhae
o qg ¥ | 3wt 7 fowred w1 ST
frar | ffree a=egd &7 0\ -
fpdee s THEISEd fRAT IR 9%
FOT LY T AT A AT LT § AR
fagunifyoes #rE ofsas s #1979
| 2T qET AT F oAt IR
geA-ge wewed for § 1 &1 A%
Beyuey F Adfeas frfame srad«y
e di9 orw gwe, Sfor sy
W FEATFRTT 7T (HISER G
fegd sgr &1 az 70 § . . .

“The records of all the compa-
nies wbuld have been a great help
to the Commission.”

et feme qFema dR ) 398
ama &t g fEe a7 F 9 §—

“The others were deliberately des-
troyed by the persons in control
in order {o thwart any enquiry.”

TF AT 93 T F°q g

“We come next to the production
of books...... Shanti Prasad Jain
continued evasive ang secretive to
the end in respect of these books.”
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“It is an offence for one of the
parties to the litigation to suborn
that witness and direct him to with-
hold the evidence and information
that is gought 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 of these two companies.”

T I G FYLE GO Y qga ¥ w9
£feam fawr s § SifF 97 QO ¢
REmmT &R W wifaw & § ) maaw
et sragar ¥ fag 930 &o mso
qto dto &AWL BT & | fHe Frfima
TTH 2% & [q TH Yol § HIT =far
# fag ¥qs 7R ¥R & | BNQ 7w
dequaw fewafdt & fatg dv9 ¥go
g AR SR A QHRSEE &
fow T Yo To § A wNE Ty
T TEIHTT FA & o §F99 ¥oq &)
A STF  AUST WA frr S e
£\ T A § W O S §, e
ag g I9F FEFEE fEar soasar
¥ | uF WA AT qg FIH FL At 9
A el W o9 & a8 gEwrr o
gHaT | WG FPT qZAL AT HT AT
TR TR Im AT ? A ¥w
UF HRH] TEAX AT FT 19 § | T2q%
AT F oft FATaT ¥Ro F ¥ wifgx & 1 7w
qaT AR W U | 2T uE AreEr &
faTr vz ag & R as e g, IR I
fae ¥ srfEe grar 5 uw o fawa-
F7 HYIT OF TH g7 FH FT qET AT 2
TG FATEIT ¥9 FX W@ § 1 TR
GEAR Gl FHAF § ¢F a0 HT A\
¥ 6 ag F1S TF FOAT 7 99 TG E,
g« Frgfaar 3@ ag & F @ E |
A forT Tt T FFAEr B Al A aar
T gad #1 e faar war 7S
{aee 787 & B zrar & faars Friars
ffed, fagenr 3 fawrs, femfrar &
fasTs qrT SEIATT FHATI(T S
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the administration of 884
certain Dalmia-Jain
Companies

& fgers FreaTs Fifewy 1 T 9 ¥
PF AT & | A FFgF HHAT T
gfEg o ave W Afww @7 wmr
wRyY | <fEw & svar F 3 71 4
g1 @ g | T a2 § 6 ammaw a)
9X OF &1 #Afaal & @va § ard ek

TG WEAT I 1 W AT FI F AR
Aufasw @ 9T & § ( FA AR §
f& vaAifas area, mfas afig s @
7 R MIAAAT F g H T T
e FEI g PIF T O35 9
g mar &, & 1 A S A1GT AT TET
FGT, FF FHIoT T FEr & | § 997
SRCAE U2 IR e S I (A B A
Fgar ot 9t 9g g —

“Moneys and assetg 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 of accounts
or by falsely showing as having
been realised or repaid by only
book adjustments.”

fre Tl mar & 0 —

“Persona)l 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.”

fae o SN F §—

“Lending of money to D.CP.M.
from various public limited com-
panies in which Dalmia Jain group
had control for the purpose of mis-
cprropriating the money so lent or
for converting the same to the per-
sona] 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 of
breach of the terms of contract,
compensation would be paid. The
modus operandi was simple, e.g.,
a Managing Agency was incorpo-
rated with a condition that if such
management terminated prematu-
rely, 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 frau-
dulant purposes.

Shareg purchased at high prices
were gold at abnormally low rates
and thereafter again repurchased at
high prices. The difference was
‘misappropriated.”

7g fifam st & @1 oA
R FL —

“Conspiracy to commit ch/eating
by falsely and dishonesty repre-
senting by manipulating the ac-
countg that certain companies had
not been earning profits thereby
inducing shareholders to sell the
shares at low prices and purchasing
those shares and thereafter declar-
ing dividends and selling those
shar-~s at high prices.

Manipulating and antedating re-
cords thereby inducing investors.”

qT HY AT § | ¥ w4T T ¥R g A
FTEATET FEAM, 59 I & 7 97
g~y #€m & fav Tawey wre-
faar & fawe & adt, afes g9 wis-
fieqt & figare, s ai=f qrad &, d¥-
for wfta wae #9, 37% faars g%-
&AT AAMT ATQ, AifF Fawar ¥ gw
TEAT QF T & faedQie g, A
g & fan  qadr Ay quae @
AT g wat w7 Sy frar s

[ RAJYA SABHA ]

the administration of 886
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AT wEES §, I9F W MErEgE
fFrm o W udF qAEe
qWAY qarE 9, W ogw a3ey
3G |

TET X § IEAT F 9IAIT IR $)
AT T fafree d9ma F § 1 3o dlo
F &1 gEY axz A Wi wF gEl A Q¥ AR
& | I faens s MfiEer w3 W
2, facer fooem # &7 WY 2, woE
#i4g 9t & el 57 @ §, W Anee
FA 9 G TF A T, REGHR GATE
TE AT 1 A A F gAY A
aigd & fedw & mww Wafaew =
o Ar & G om faer @0

Tt /TR qRTE R (ST NI
IygwTafd agear, ®E® wge f Y
AT 47 F57 qHear § 5 wim w
I9F TY FET FTH F1 g7R T & o
U § | eRaTR Ay E) AE 3
qg g fF o' wRw sfsart &
qEgE |, I HEEAA F FASE A,
9% ofom & gw qfwsr w1 fam
8, afex gafay oY gqag I g f .
IqE HW Y gHET HUA I F @ .,
& T av 7 q@r qeEI 2@A T AvEr
faaar 8, fagsr auiq 9 ¢ {aférse
SIC i SRS P D B g
faqar € s s@ a7 ¥ a9 gurer A
SYFFT 1T A1f58 |

RIAAG, N § TG Yo AF
97 ;WX W ¥, gWIX qAIT H, ¥4 g5
¥ qredRTd W SR 9t )y
TEETT @Y F faely o | gady qF =Y
3w & et v e # 99qr Y aedfre
g W faelt ot | @ w@aw 3

¢

gTU HTL Jo & QAT ®T OF 97 Wy

AT F153T JFeT ¥ A g @ Foad o
¥ 9% 94 IO @, 98F FrH] B @y
¥ Y qER AFT T @, 77 ewey
Y w1 467 2T B f s ur Wi AR
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a0 & oAE F, wlgswr Fy oAy
AFAT €1, IH FHET W W AT
gAY WA HWIST #T A&W @ §
ARE | gAF! 99 EHIEEIR 9T
a4 & far gudAT afq 1 37 77 F7,
Aqt faam # & A w; AT
fag afrem 3 1 A yferm @ @
foie sr3@ar g, Y # agawman § 5
Zq¥ gH ag W @A w1 Ay fasar @
& 1 /T A WA 39S fawm g, gard
o zve fafg & ar &, I8 = o
anfaat § &6 &Y g9 9 g F wow-
fagi #1 e A8 FC vy ? @R
F¥qAT a7 ¥ 397 A9 &, faEd 50 Iy
IFE AL F FFY A wr ¥ ¢
™ 9w gEwfas fem ¥ faog o
IgAfa FH FQ & 7 FHIR @WIT
¥ ¥ afrr @ wk &, faed @
T AT QN ¥ owlad ww-
qamfa warEAT, ?rzrgfwm
argar § f5 g% ueiea & @ e
# gfer & @Y go, a9+ T F 39
7 & 39 yfor Frea A WA gy,
TIUM & T §T BRI BT, §T AW
&, ot v sl &, faawr 3ea
7o Fgid § favan &, S dase aw
froay 2 1 3@ f@E & Fa7 [oF
srafaay @7 37 ¥ wawa A &,
afes rqrt 2w FH gy 73 T3 K
7 3¢ sl #Y oFf 1w fewghe
q, fro w0 94, 59 4m &7
ZuEY 3o o § faaar 3

% ;. (wdgd wou Fvar g|fs
TaHe 58 foid # wEaee @y gy
g A &, aedrar d, Afagm w6y,
FEIAT AT FT WML T @A FE 70T
fafa d@fzar £, A4 =y w@vwC @y
¢ a3 N 5 oft eme swma #@
g IahmfaY #1 S #Y fasar g
3, afe & gmeE # o W@ g,
Faafydgr @ g, st ghe &

certain Dalmia-Jain
Companies

JATET &, A gW SAX 4 gHEA & 7
W R 7 g9 gaw (W AN
gxq) A fau & &% wfsz @1 AwAeng-
IWMFAT (TN @ Fw § A F
wwFAT £ AR w1 faAr @ gu aga
wex 2T Arfgd | AT gg 9@ fw
fow 0% & ¢ F1 grww ey o
@r g faw gwT § @@ gdr A}
v @ &, fag yF & S/ FT w9
fom naT ¢, ¥ SFW T AW A
AP W § AR A AR FFR
g ¥ 75 Wi it pee-faara %
I &, A1 TA 99 IAT F) A w9
gwr femr wd | R fRQ FEA R
dagA ST WIS o

zamR faindt gt 7 |s¥ s
R wREI & avs feamy sar fa
F yT: REEM o # faar w9 &)
gfz w=ER B R G w R
y AFT A7 @FAT q1 ST @G A
HETAR T Wk & wadiy H qEY
aiar | foeg WY wTA F T T @ Y
wifrw S Tl & 1 ®fEw w1 A
@AT FA ¥ oY geq ag g § fF
A WY HEH W TS, FOT ¥ a9
qraT SEET TR famwar @ TAr g,
71 gEd a3 § fr it o faagde
ST 39 A = fasr mar 1 F ) wa
Trear g f da g of g A §
T8 & W wmaw e fR jw R
78 g, sy weafaat & AR aafEEl
¥ =TT ¥ FC qUA qQEAfaE IERET F
ofr & 7 ey | WA g s
o qF #r e w7y 2, TR TRy
faean faeen w1 Fz3 & g7 I T
gra fag go ==& %1 & @ 9w |
% AT §,  QWRETE X OJAT ETo
qu WAz @fzar, @ wEEE ¥
T ag KA § W IGN TG >
&7 ¥ F TN A T T N T
fawta forrar Ter aven g1 g afem fom
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YFT7 ¥ AIBA  ITF I FIC AQ §,
EARR AT A ATHT TC &, IT & AT
T AT 9T TAFT & & g gFar g i
FHTR GHITATEY q8f & ARl 9aAr
FET zdq9 0 @ AT FGNT G
g afew § sza1 g, <% fod saww
FWE, AN IR &@F fFAr W)
T3 AT FH GAETAATT FT TCF FEH
gl SET gEAr, S faAr ww #®
v fer & wal ey oot ¥
¥ AT 2 | T AR { AW I T I
forrt AT T ST GorTia & S AT
& 7 SgET AT YwoFRar g F
= qrizgt & I3 § W 72 19 T g
g, aifiee & wgi oz w9 w37 & o o
STz FEY auEar §; #itw § o
9T 7E 9 T g | & 99 gamEl &
T T # GAT AMEAT g, s qTHiR
59 fooid § v so, fomy @@
#T fea @Y Al ea WS & Gy FT A
germ fFar o }, 97 A8 @ ok
TUTS FT HOt S TFT FT FOeT
qrar arR, @y a8 freese gar @,
ST ET &, s 1T &) 7€ 98 TowEel
# @ A0, QAH S A H g aren
FATE T # qHL FIA a0, N W1
I AR AR 9 § faaam §, Suwy
JF qFE H , AIAT FH 09X
T § IGHT 953 & g3, Q& I%2T 2H
T T AR WE T T w
=T HAT J1fed | afs g 9
e UM, A a3 Iwfza & 7€ grw
gATY  FAT el &7 a<E ¥
FTHTQ FHATAT GTT Y AR R
AN AT AT FE WY & | A wai gar
T TS ST §, F2T W TR ITh!
&2 A & 1 Tz F27 & AT FHATQ
freag &3 =i g @ & ag qear [rgar
Eff dq@r sRarQ w2 A g g7 @
T R FHATET &1 T9FT A
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st &Y fpad Q¥ et Y 2amR fadey
T F FEE| ¥, ATG 9 GATHATEY TEY
F g, 9’ Ffae adl & &, s
WTEawg g1, S %) FATS T GAT I ¥
F=El F 9ETE H @ gar § | Feiad
yzt SEHW 9T FZ AT q) agT W
gar g, afeT  wrs zmra W AR
gz wars Fr e & | frw avz @
PH A A% FHFA §, 59 ¢ ¥
9Fe TFq &, feg a<z & feq w1 oy
&, THFT IIT 2N T FCUW WEH

o H & g A G991E [T §
f&f g 7 v FHEE Y Jom,
I OF JEIT IR TR @ 4T |
79 AU gAE § 5w o W
GHART AR &7 T F997 Aqfgd Iy
IT TEH FATA FT AEAAL @A T
FE Sy frawr, ey @ @9 O

waaw |
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the administration of
certain Dalmia-Jain
Companies

R B - SR LR Ve
st ¥ o K-l Sl
&S enle I o5y & S gme
Wiy g9 5 et yld N t)""
¥ Shagr e w8 S o

- Uys &5 gl Ly il S C)’ gl

ot faust I ATy Wi fear
(AsTRE): T AT AT AT AT &
WS el 568 0 aillaae 4
LI uéﬂré%m;;is pdac  jpqS
oS ayund Ul ag b gased § o0f
Wla a8 @ Ul i s € o<

uu-ﬁés uﬁ’-b ”*> ,S s QAJ". &5

A L oS S o wl A
2 M Py S ey e S
- ey b Ha S ol

Suri M, P. SHUKLA: What relation
has it got with this Report? .

Surr P, N. SAPRU (Uttar Pra-
desh): On a point of order, Madam, 1
very strongly object to the remarks of
a gratuitous and insulting character
made by the speaker about the Anand
Bhavan,

Tue DEPUTY CHAIRMAN: Yes,
Mr. Ghani, you had better be rele-
vant.

TS BE TR * LAV R
QS ahdan )d..:, z yan & U Ll.ks
' - A g LS4

Tee DEPUTY CHAIRMAN: You

D B N uw’ &S’ 2 ‘ come to the Report.
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S By g 1 Mlae gyt

PV S PO YRR TR < G Y L) B
UL Sl g &l ol e
Surt N. KANUNGO : 1 submit for
your kind consideration that those
offensive and insulting remarks, it is
within your power to jincorporate

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

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

oS pdee _iw’m Loy

lad &2 e (yan Dy - ges ya
U K 365 Mgy o el &S algn
2 U"?J’ n &S G‘& 2 3% 3la
e - Lo o8 yeol gl 23y yeeSY
ol gl e di'f vt ] oel
e & 36 Sy a TS en
Eyg3y 55 daeS et WS LS Sl
Bl &5 a Wb sy S5 yue
—au o Kl oyl A
TSR T g 3K ‘.&b.lnterruprion)
ool S makaiyS &g 48 ab ta S
D25 ool el Ll gy oS
SR gagd wygyd (S A8y S
WU < SRS VI gy PR YO RS
U WgPam & (gt Jan Sl
5 u'ey & Laly ok L &S

N e A e /

oy afd & e - oy 5 &y
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Mook e et ol e e
ot S5 pre KNy oSy @ ey
AUyl LS ol casyy e3eyd 92
ot Yy e LHTE LWl 4k
Sy S Ay prd bayy iey gl 2
L I L AR
dh S @y S gheS e S
oneile Sl pl ealo ey an
B M S S i di S
et & el e A S Wl - e
oS BeeS pp & ok - S oae
dopd £ @ ouf &g & &y
Ce> ot 5 O 2 Ly
d ByS b S &= 4 xagd
& Wy poyhe S & LS lagd
¥y yala oS pac &5 o LS alayd
Wl 8 S o Y il
SRR RRTU I TUNREN 5 P P ¢
ot 1 3Rand | yags KA Al
syRadd] KA dole S o) als Ula
Sl - daly Ul dalas g €
Wa pusS ot § kel RS del
Sl aazgy Uiy’ 4 pyede Jale
Paadee Uisn gae ol = 2 Uy



Commission of
Inquiry into

895 Report of the [ r() AUG. 1963 1 the administration of

=5 ! e &aale (K S eale
sale (Rat oS gyl o gleb (i
ol o @ - ar g e S el
it oyl 3V e Al e S
Ml dﬁﬁ U Sl pasls
ety & Lola fo o S
od f e IV el By 8y
wolo Hhude bl ojlan of By,
ke pilys & yam = 3V ey e
P U 65 e ol S ale
2 pie = My Ul ale g4
¥ Ut @ S pRada gl
LS 52 Wl 3 yam = oS el
A el 52 K e ob] & L
Lin o) &5 Wsn 2 Ula W) ¢S gt
I BT SRS = L
Ut P S opd S geey
oy ol 3l ol K5 L Wy g
Ut Syt S piesS eyt 9 o
¥oogee Jily U 08 ol s
o & pae e ol 2] g
S o et S ap WS D
R A N R O Tr. g,
A b K kel fae O ki
by S 2K el ) nhs
oS Gty geS) & da Je
1 e Glely - Bk kel
ey edmd S 5 gl S
oS K W) e pU 3 Ul e
wl & o) plae & e Zar S
WSl A kel fae WS

- a J‘*Fé?’

896
certain Dalmia-Jain
Companies

sit fansrRATe AEATETEAT Aicfear
AT AT F7 AATF g7 W Y gFAT Ak

YRk iga 1 Ailsae ot

ot Iyp K Pl oyt hng Wy K
o 3 RS poee - 2 U
ol @ 2SS S yae 50 oy
oo ek biies S opas -l ye
ot ol e bsies Sl
batus & pded & 5hls el
Ls o Fapkdly mdaSd &y yan
Al WR A e e - A Y
Ut gy B S gkl oS
Wi Iy 8 ek slade Ciss g
wms ue led 2 S per 3y
a8 - yop 58 Sl o S asy
JH oS @aing$S (] g5 g0 @y
Ly dly a0 Ol &L 90 oSy s
cale Al ale Byl iyl yake
ET fyw & ke Uiy g alo 1K4
o o S - A by la oSS
pl LS &k & pl o Usele Lyigo
Sl - e 2y @) oS Ll g
F ale b 5 Al s
O 5 e g0 20 cwley 45 e
PN S QRPN T 7 SRV
S a6y abale oS @y S gdeaS

Lx‘,S Sl T Gy ng”G',m



897 Report of the
Commission of

Inquiry into

[dloss 2]
e e 93 Ut 99 (nerruprion)
lod & oo (ol 5 2 il K yual]
O @ e ebiag - a kiAo
Syl SRatl gyl (gt gy,
w5 wale Y e ledeS
Utrdr W Sl & S als UG
P BT PR\ TR R g YL
coeale Ll - 2 g axy oS
Ol oRla e ay gl
Fe5 Cohd & ey et gy ole
oS 2 omide] oS yads pes
- ot e by o wsled oS
Lialy US om0l a3t gae
LS L YR YR S PR S Y.
e My g ol ule sl pae
LS (nterruption) -~ & Ugd LS
Ut J awe L &S o Ll
= Lo S 5—)-5- L @a’“é” &9}

= yKed e Unyld olep
9 &g S &> Ut ST LA g
oy -2 by S de yy ole
e Wa A v,'o.C,}J' ot eatle
wooh W sl e amy )
S TS I YR Y] BN P

u,g,:d‘ L_;,J )'Q ‘4&5 é )K’.w \.5"‘3

Ut e Bl oS glar yae
and S s S @

&l pan 8y 5 oy aagyTyeisS

[ RAJYA SABHA ] the administration of 898

certain Dalmia-Jain
Companies

2B O = S 0 gy By o
8 P T
S oal $ s gl Ly 8
._;S Sy S wl" gl seiw
sy0 Sl &K gaS = S a5 pdS
i gad Yled o yFeld
WU ST W S SRR
Ut sl S g XS gl e
gl 331 &5 B 45 2epe g5 b
ey ¥ S Lraekeo wil S ‘_,l*‘s
-4 0557 yal Rat S (gyiwde o3
J G aglat e gudmy! Yy
ey IS gl S o b s
€ o> o oy
eyt en Sl - 2Ly Ty
oo &xdy

o dadgy | eS)
S upmdy e el
phe pie RS pder 5 8 ol yla)
el Mage p el el oS
PR CAVN S wan S el w!
Yoo t,.la s K e ol
e e e By edd Yer - gm
Al el gekes oS Slm
e wy'af gme PREPFINA I dﬂ)—}
oS L:)’ UsR ESS PR | RN ¥ 1
- a wjlal - ey 2 s

Tue DEPUTY CHAIRMAN: Have
you finished? Mr, M. C. Shah; please

be brief. There is one more speaker
after you.

L 1 Jiloare oo
S Ay e S ke
P~ a wilal
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Sarr N. KANUNGO: Madam, what

relevance has this paper got?

Tee DEPUTY CHAIRMAN: You
‘have not read out from there. I do
not think you can lay it on the, Table

of the House. 1

Qi pdem 1 Aloas oyl
T
w,J,S ;j"i’ |)é ay &5 L3 Lialy
- U 0

Pt h (om) de
fedy Ja<dm, wod A R A 3
formm et & v & el § 1 A
FATT LT &7 W [EAT qTgq F
o aifas @ # aFdT & ga
F ag 77 WA gas o A
BT & ST eI § W g2 & | AT
1 fagedy wraw § @g ga w48 A8
W Al @T | AT QHY ATAAF GIFR,
1 TR &3 AR ! TIN g AT
gIE W@ AR SR aeFH W6, 99
FTH FT LHL a9 @ F gF 751 ¢ |
TART FHAT 9g G3 FT 5 ag far
fagedt WXFLT'E | TF 98 AUHD
Fuga ™ fad @ o § eg fae
ARy | Aew, Famarg fea foie
g & wew AR =W s
S FT Y AR g A arfas |t §
21 fr e uw 7 o TR fRaT g A oY
qT= FT BT 9T THETIAE, a¥ R
3w ¥ A% qEr Sx<r Wl FAfF =w
feqie Y gea ¥ Agy «var T, A8
AF gEr W | TEw et e g,
Fzg@ER I T W foE at
F AT A1, ATRT AL FLORAT F
woten Fw fear mr @1 wd ol
a1 Ffgae F1 qufe s 3 Tfga
Y Ty #fade F1 festre Fam arted |
Tq ANTH WET X qST HeEA EAT R
fF 2@ 9¥ TEAEEAT G &1 W HA 9
FE AW FT FIfrw W FT AT aAv Sy
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T $I IR FAT AT qfewe @) orar
tHFer am T F 99

f=w fedt Sddm, #Y 97 @9 4T
st fewdt e wEww w7 far
qr ) 9% GRUE e W, qo ¥, qu ¥

S AR e T 77 R fr

ffaz 3g 90 amr 48 &
T TEE F oy S
arat a8t g | fHfame aw w)) arfag
FET FeT qfiwer g afea fex o
IR &1 g @rfew § f5 29 w9
& AT frar S 1 @ gol Y &
fr frdftox famr &Y o 1 7 =,
A& W gue 2t R g fagem At @
F T AT gaT /=) & wr¥ gfeq ot
F TN § &F 2T aY ATAE 9 AT
9T Fag 9 gET |

=t fawegaR AT 9ttt
(Fea SRw) cq A I AT AR

ol seg® W owY FY oarg w4
#g, 9N fe@dt Guvdq, AuAT wiw F7
TENT FIT A& AT, W #1 qig
FT &I a9 AT & | I AET AT
f& oee waw &1 S grew dag 3 2
say w9 faar o g ) IEE srEl
Y AT W GAT § I SR TS
) 9 ot s

Surr M. P. SHUKLA: What rela-
tion has it got with this Report?

Surt P. N. SAPRU (Uttar Pra-
desh): 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.

Tae DEPUTY CHAIRMAN: Yes,
Mr. Ghani, you had better be rele-
vant,

4l 1 Hindi Transliteration
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off wege qt : § T Q1 FEA g
f& WX s g A wfe 8, Afea
¥ TR gAY A1 W T8 @

Tug DEPUTY CHAIRMAN: You
come to the Report,

ot wegewr oy F fod F AR #
F W g\ @ Fqarn T g fw
¥3 a% a9 gq & WA g @ AR
qfss® & &1 AES QR ¥ @9
fear mac &

Surt N. KANUNGO: 1 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 . . .

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

st ey AT F3w el FuAT,
foie & faw o faar gan & 5 o=
ofsa® & T &1 AT R 9T @9
fFar & o I arat wuam guT 9us
FT fom | a8y a9 TOE g § )
%9 § a1 gy § 7 ofeas w© & 49
s fear wmr 1 S| FHIEE #)Y
foie § &5 o1 Fgemn o g fF
T A & A TR W A E

(Interruption)

few fewdt Jg<dw, & a7 Fgm
fea waaee ot saredt & fF ag =9
& A 39 fXore £) @ @ T8 T8
qoere! forgd ag maAaee A9 i )
wE oW & 7 qwear g fF Jat 3w
fewr =igm § a5 4 @ foe w4
BT a7 & ‘aur uer qar yar o &
a7 F @ 97 fF mfex ow gEEe
T QT HY qaar &1 av T qfeTE
ST F qTE AT IAET JIST SIAAY
fF za feait agary 1 | § #R
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foraer ga ™ Ao @@=t & @ & ?
dzw fedt S, § agr &9 99 &
AT AT Fgal g & carfaer § &% mrgady
qX FUST TOAT FYaTs A o @ g,
AfHT T F1E [P A AG 8 AR
FUET TIAT T FLA & AT FqH BIY
fear war § 1 & Faav € fF O T
F ol F1 @99 § I GgT AR
I arfaat v e e A 9,
ST FF & ) TURI AT § SeRIA
W WX A\ A Iy A
F @ foad 2 g oy o9 &1 haay
agt &, 7 fardt o 99 w1 fFAr &,
7 faelt € F1E J dger i g, 7 fHav
g 1€ ¥ buen fear g 5 frasy
qME T HET 9T qEH § | WIfE AT
HTT ASH FT TAT A8 § Al Iq% qrAq
Ftewm eqsq fafees &1 & 39 ST
aTfgd | ST qTHA Fi SEEET FT
AT ATHET ST ATfed | SEs gy
i o= &7 W F SAT AT X
fa=t w0ET wyar afsasw &7 q2r § o
I8 9% fafaeeT argg @ 3 qif aF
g AR Rt & W fyfaeesl &y am
qrf a7 ITET ATET & | AT T 74y
F ®I T TG Ay W ¥ 9
ey TG W, watad fF oS 1 99wy
femar ard o dra o araq oy
g ar qra fand #1 gart wrgw fafaeee
ey #41 J8t ay ! #F w5w fafreay
g1y & AR P FF A qY AraA
aE g T | A grzw faftex A
A H FE Fig A8 w21 | Y gaar
g =1 ot fF g wad #1 S dam §
T ag3 &9 faar smar & fyan fw
ferar smar =nfgy 1 wwd #7 # AW
F q1F TR AF FF AT
T FTHT 57 Afz3T F1, I T FEET
Ft Feqie § § ITFE gT FT AET §
g IR Wy gF a1 ¥ 7 sufag
F3aT  [F 937 & arr @i & foas) a3
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@l ToaT fad 8w &3 1 & & W}
gAY 3@ @ T & fF g7 9 He
ST WX ATl AT TH <Fg &
T | AT ¥ S wET AR S &
gt qrer §—F gt < AR AE) war
fe ey &2 E— waw oF I
forar 8 39w § 9 fra sepm-Eam

g

=it farmgwre Amenas D
€ 1T FT ATATGH T AT g1 aFaAT ¢ 4

ot megw aA @ fafae @
T WK T 9 FT AT F2T AT F |
den fed Jada, A g H F oF-
HT & 1 3T 9L THo 570 F QT § 39
q¥ QHo Udo To & IXA@T g, TAH
OISTA T F Al ¥ awEd
g1 7 sigde el & Rar g
ot gesr @ € fr s g
& ay Age g ¥ S A% fufaeex §
IE FIT 979 FA & | FL FEHE &, FO
AT &7 FEHTT KT § 1 WX AW
T & A1 59 STHAE &1 399 9% ¥
F qTf STaTE 39 AT a6 6 AT
qIed, 1faa WTed, QI W T a9
qF & T T 3T FI AT GG
frg T @ O 1T ¥ SHF FTEFAT
T ST AT 1 € R § | TR TF
S FYaT § At arfes arew w3 §fF
T 3 &Y a9 A1 | FfEa F a2 Fgar g
fe e =19 g FHEE #Y fOE #ir
HHA TG 1 997 o fF "R ew
§ fraw faasgd diew & | ¥ w5t §
fr agr afamt faasdfiv & 1 (Interrup-
ton) @ agr @ faw fauedw
F7 foraw 8, & o7 S #7 @7 &) grftes
s A AR T T e S AR
cufiroifes wafrat € fager aea &
1< T72T grad &7 | T TN AT FT A
o a ¥ ool TF 3B T AR ] |
arfear ates st Ay AT W ATER
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T T9q |12 q¥ 9@ o2 fF G
F O ¢ Wk frdy ofasg & rw faely
FEE WA AN 1 F AT A
S FAT AT q1E F ae uge maw ® W
IT BT 9T AT WX, X 9% gFA &
T ET § 1 ( Imerruprion ) T
sTar & 5 af a1 a1 8 § e} o
A ¥ @ %7 G gwERTd
AT | & g g e wmat €y ' G,
7= q1 =i 9% gF F q@ & 1 Af ar
AT & TAFAA F FAQT O AR G @
BT I3 HT HidY T AT g7 Ty
T ot i 5 fagnlt o & frdee
Ay fafafeefal & §s w1y, € @
# 93 & St 7o qt F sty FOL
TqqT §]7 FT @ &, "uw fRa ¥
faar &< & 7 g% AT g T
few fewdt A, & maw ¥ Fen
5 gl # w7 qmq W A
- T ¥ FX faaerd 7 fifaw 9 #:%;
FWE 7T guad wiT aReE SiuH-
3, aifem aifes & #gq ¥ wmfaw
SrafagT S AT wE Al F i A §
1 qF ST & f o wue &t ¥ weay
@ A 98 &g fafreed & 9% a9¢
qAd | fager oodT § W Flae
2qrE A9 AET WX FE 98 qF &
ST Tt Tyt ¥ w4 g g 0 Wy
F T3 a3 Fegeg ¥ a0 F fRa
AT W | a1 few et YN,
HIYH 39 19 FT GrE=T 910 F AL 39
g & fgrag s 9ifgy fF AR
3w A W T 9T T O
gRr 9 & wol quE # [W AR
AR A qAE I 3@ A, AqR
goeT & ff A 1 sTgHT & IR
& W g I ga g !

Tue DEPUTY CHAIRMAN: Have

you finished? Mr. M, C. Shah;
please be briel.

There is one more speaker after

you,
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Sart N. KANUNGO: Madam, what
relevance hag thi; paper got?

Tue DEPUTY CHAIRMAN: Yoy
have not read out fiom there, I do
not think you can lay 1t on the Table
of the Houe,

st wEgw Ay o A, AT v
a7 o T T HIAT FIQA G A |

Surt M. C SHAH (Gujarat): Madam
Deputy Chairman, at the outset
would ke to pay my compliments to
the Bose Commission for producing 4
very valuable Report. 1 would say
that the Report 1s revealing inasmuch
as it reveals the defects and the loop~
holes 1n the administration of the
Company Law. It also reveals the
depth to which a business house, 1f 1t
likes to go, will reach in getting undue
and illegitimate advantage and profits
As we gll know, for the developmeng
of our national economy, we have
accepted both the private and publie
sectors to play their part. It 1s alsy
well known that the private sector
has done magnificent work in the
development of our economy and 1t
will not be proper to tarnish the pri-
vate sector as such because we fing
some blacksheep in that sector. 1
would, however, suggest that 1t 15 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 alsg
say that the public sector also requireg
some mmprovement and it will be pro-
per for us to see that both the sectors,
private as well as public, play their
proper role ;n the development of our
economy From the Report it appears
that there 1s a tria] of wits between
the adm nistration, that is the Com-
pany Law Administration, and the
bigwigs of the big Musiness 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.

Surt BABUBHAI M. CHINAI
{Maharashtra): This was before 1956.

Surr M. C. SHAH: As long as it is
permissible under the law to take any
advantage, we cannot grudge i1t But
we must learn from experience and
we should try to see that the Act 1s
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, Shm Khandubhai Desai,
made severa] suggestions for incorpo-
ration in the amendment coming next
Under the present Act these companies
are audited by piivate auditors. 1
would suggest that in the new Act pri-
vate auditing should be done away with
because we know that the auditors
are paid by them. Auditors have to
make their report fiom the materials
that are made available to them. Asg
they are paid by the companies, it 18
very difficult for them to 1nsist on
the proper record being placed before
them I would, therefore, urge the
Government to see that this auditing
1s nationalised and auditorg should not
in any way be at the mercy of the
private companies. I would also sug-
gest that the distinction between pri-
vate 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 1n. They collect the money.
These private limited companies are
no good in view of the development
that we are seeking. I would, there-
fore, 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 1s to be amended, Gov-
ernment should be very careful to see
that all the loopholes are plugged and
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is carried on ip an efficient manner.
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Thank you very much.

Surt 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 in
the other House. The eventy had
taken piace before 19th August, 1956.
So, I must say absolutely there js no
Jnterest left m it. Time is also very
short at my disposal. Unfortunately,
I have no very big house to praise, as
my iriend, Prof. Wadia, had ddne.
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 i a
decent one and he has all
the faith in Tatas. Everybody
knows its working, but I thmnk
it has no relevancy here to talk
in praise of any other big business
house. Anyway, I really ongratulate
Justice Bose on putting in such a
tremendous amount of work for expos-
ing the working of * * * ag
I will call them. Every line of the
Report shows how they suck the blgod
of hundreds of Indians who invest in
these companieg so that their hand-
earned money can be useful in their
rainy days, Every page of this Report
revealg criminal conspiracy to commit
criminal breach of trust, cheating,
forgery, falsification of accounts, ete.
It has been a veritable exposure, hut
the corrupt official has virtually let
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 I put up anything before Members
of Parliament, it jeaks away to the
press”, while he was talking about
the brave and historical deag 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 e
Asian Udyog Private Limiteg which
sent it 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 * * *

Tue DEPUTY CHAIRMAN: You
must not refer to anyone in the gal-
lery. ‘

SHrr 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 will see and convey them,
but unfortunately I have to say that
they are habitual criminals, Seth
Dalmia is already undergoing impri-
sonment 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 eriminals as
they are modern.

1 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 meang
also, which are unfortunately being
neglected. Avoiding socially associat-
ing with them will definitely have a
psychological effect on them as well ag
the nation. I know a few months
before the Chief Minister of Mahara-
shtra gssociated with ¢ * * Shri-
vans Prasad Jain, while he went to
cheat even God by opening a temple
somewhere in Maharashtra., He has
got hig booty of Rs. 7 lakhs. He was

*Expunged as ordered by the Chair.
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[Shri M. M. *Mehta.]
appointed without the resolution of
the Board. His letter of appointment
has no serial number. It is ante-dated.
No formal agreement was executed
in favour of Shriyans Prasad Jain.
Finaly both the letters of
appointment and termination were
destroyed in the face of definite
instructions not to destroy them.
‘What pains me most i3 that he
want a few 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 Com-
merce when he was the outgoing
President of that institution. Our
Prime Minister did associate publicly
with him and address the meeting. I
want to request our beloved Prime
Minister, crusader of socialism, poli-
tical heir of Mahatma Gandhi, to ask
his conscience when he iz not Sur-
rounded by hig 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 cal-
leq 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 typi-
ca] case of types of malpractices done
by a person who is being associated

with so publicly.

Pandit Nehry is the idol of millions.
He is the Rama of thousands. Rama
did not associate with his beloved
wife who was doubfed 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 capita-
lists from outside ang inside has made
him forget the very purpose of inde-
pendence for which he fought all these
fitty 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.
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China? Definitely not. By this way
he will on the contrary perpetuate the
exploitation of the people, the mil-
lions. Today even the teeming mil-
lions of India look at him as the only
saviour of them as one who will get
them freed of exploitation,

I reminded our Finance Minister
while talking on the President’s Add-
ress about the exemptions given to the
Princes on their investments in Gov-
ernment securities, the exemptions
which they have got. Today the Fin-
ance Ministry is bafflled about tihe
scores on which they were given thesé
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 labourerg and
workers who are enhancing it. What
happened in Englang in the last War?
We thought that it was Mr, Churchil
who fought the war, but the Labour
Party provedq that it was the labour-
ers and workers of England who
fought the war, and as soon as the
war wag over Mr, Churchil was
thrown out.

Tee DEPUTY CHAIRMAN: Your
time is up.

Surt M, M. MEHTA: I am finish-
ing. The last thing I say . .

Ax Hon, MEMBER: Why don't
you throw out your Finance Minister?

Surt 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 pre-
sent.  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 not 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 askeq for more physical
camforts 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 phy-

sical comforts he has got 1today.
Can you show me any ingtance
of a clerk, who has taken away
some money of the Government
for the treatment of his elderly

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
vut from the people, that has put him
today in that position. He has repeat-
ed the crime, Today all the comforts
that have been given to him should
immediately be withdrawn. 1 dare
say from here that he will live long
without those physical comfortz to
serve as a red light to his fellow bro-
thers who are going the same way as
he. I know that the reports on Rubys
and Birlag are not out. I do 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,

Serr 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 paing to read the report and the
circumstances leading up to and fol-
lowing 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 Commission presid-
eq over by the hon. Mr. Justice Vivian
Bose. 1 would only take this opportu-
nity of bringing to the notice of the
hon, Members of the House the staff
who sweateg 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 empchyees
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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 compliments 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 theni-
selves. After all it is the Govern-
ment which appointed the Commission
and helped them to carry out their
work., No one has done so, There-
fore, I 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 Com-
mission and the post-Commission
stage. I think these are the crucial
points which the House would be in-
terested 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 Govern-
ment 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
submittedq 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

1
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Information Report was filed on 18th
November, 1953 and then started the
legal wrangle, The parties went 10
court and various objections were
heard. 1t is fortunate hat in this coun-
try the process of law protects even
a criminal. And I am not justifying
that nobody 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.
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SHrr A. D. MANI (Madhya Pra-
desh): Is that all right? This pro-
tection given to the citizen by the
Constitution, is it in the opinion of
the Government justified or unjusti-
fied?

Surr 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 Informa-~
tion 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. Prom-
ptly, on the 19th, the day after the
First Information Report was lodged,
the police wrote to the magistrate ask-
ing him for warrants for searches, and
the searches were carried out for
several monthg and heaps of docu-
ments were collected, In the mean-
time. as I 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 dispysed
of by about 1955, by the end of 1955.
The point that T 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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Surt LOKANATH MISRA; But
what happened to the F.LR.?

Sarr N. KANUNGO: Please have
patience, I may not be able to ans-
wer every point, and some of them I
will choose not to answer,

Surt LOKANATH MISRA: It is a
very important point,

Tue DEPUTY CHAIRMAN: He 13
still in the midst of his speech, You
must be patient.

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

Surt N. KANUNGO: I would
humbly say that interruptiong distucb
me and I would just crave the indul-
gence 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 Commis-
sion 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 cer-
tain time, If 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 cru-
cial terms of reference which it had
struck down. Here, some of the Mem-
bers have asked what steps the Gov-
ernment took to see 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 enorrhous
task of adjudication because consider-
ing 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 Com-
mission was set up, the Government
was alert and wag taking steps which
it thought appropriate at that time.
Many Members may not agree here.
1 would mention that the FIR. was
lodged in 1953, The documents were
seized. The documents were handed
over to or rather subppended by the
Commission, and they were in pgsses-
sion of the Commission. Therefore,
the police investigating officers could
not go-oh with their work and all
concerned felt that the work of the
Commission was much more import-
ant 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.
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4 p.M.

Surt ARJUN ARORA: Madam, may
1 know if investigations have beer
resumed after the Commission I}nish-
ed itg labour?

Surr N. KANUNGO: Please
patience. I have little time,

have

Surt ARJUN ARORA: 1 have some
but not much,

Seri N. KANUNGO: Simultaneous-
ly 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,
they 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 p 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 pre-
pare 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 docu-
ment, But as the Commission them=-
selves have pointed out, they have
merely indicated what are the mal-
practices, what are the offences re-
vealed and what was the modus
operandi which enabled these clever
persong to manipulate the affairs of
the companies in a way prejudicial to
the shareholders, to the State and to
everybody concerned,

i .
]

e el

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 as-
sessment of this group of companies.
And as early as 1952 the first assess-
ment 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. Unfor-
tunately, by that time the parties con-
cerned had managed to evaporate the
assets. And for trading companies
it is not difficult to dispose of the
assets even though legitimately.

Now, after the Report was avail-
able what did the Government de?
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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Serr M. N, GOVINDAN NAIR:
With regard to income-tax, can I
ask for a clarification?
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Sert A. D, MANI: I also want a

clarification.

Sart M, N, GOVINDAN NAIR: I
want g clarification about that in-
come-tax? Can I have it from you
now?

Surt N, KANUNGO; Yes.
I also want to

Smrr A. D. MANTI:
have g clarification.

Surr 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 Govern-
ment 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?

SHrr A, D. MANI: On the same
point, Madam. The vpoint 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, 1'40 crores has
not been paid to the Income-tax De-
partment, which they should have
paid. That takes into account the in-
come-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 as-
sessment of those cases?

SHrt N, KANUNGO: All I meant
to say was that the assessment made
was g 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 con-
cerned, 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,
Sert N, KANUNGO: It is well-

known that the names of the assessees
are a secret as far as it is concerned.

SErt 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
the department and the assessee., It is
something which can be made public.

Sarr N, KANUNGO: It is 3 ques-
tion 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,

Surr A. D. MANI: 1 am just ask-
ing: Do you accept the statement of
the Commission?

Ssrt N, KANUNGO: I am sorry,
Madam, 1 would not like to be inter-
rupted any more.

Sari A, D, MANI: If he does not
want to answer, it is a different mat-
ter.

Tee DEPUTY CHAIRMAN: The
Minister may continue.



l

Report of the
Commission of
Inquiry into
Suri P, N. SAPRU: The question
whether income-tax hag 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 Com-
pany Law, but we are not dealing
with the questions of income-tax pay-
able by one concern or the othler.
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Surt N. KANUNGO: I am grateful
to Mr. Sapru because I have strayed
too much away, 1 wanied merely to
say that the different limbs of the
Government were mnot idle, They
were seized of the matter and they
were assiduously pursuing the mat-
ter, After the Report was available,
as 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 1o prosecute
the persons involved in it, This hap-
pens always and hon. Members will
agree that the Government should not
go in for harassing prosecutions but
should go to the courts Lere they can
put up a reasonably acceptable evi-
dence and that is exactly what the
Government is doing and that is ex-
actly what the Chief Law Officers of
the Government advised them to do.
Here I would submit that the Law
Officers of the Government, after care-
ful scrutiny, have come to the con-
clusion that there are possibilitics of
launching prosecution on 10 counts.
There were many other counts but the
possibilities for successful prosecu-
tion are indicated to be in 10 cases
and those 10 cases are being investi-
gated and very vigorously investigat-
ed. Unfortunately, the Investigating
Officerg have got to struggle with huge
volumes of documents, About 4,000
documents have to be examined, Ori-
ginal documents have been destroyed,
original evidence was not available and
the availability of secondary evidence

1
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has to be examined carefully. There-
fore, as I said earlier, it will take a
Iittle time to complete the investiga-
tion 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 Com-
mission’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:
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“We feel that no law can provide
absolute remedies to stop malprac-
tices, and a balance has to be
achieved between attempting to stop
malpractices and imposing fetters
on honest businessmen, particular-
ly when legislation can be defeated
by human ingenuity, as unfor.u-
nately sometimes happens. In such
cirsumstances, the wrong-doer suc-
ceeds anyhow and the honest ..usi-
nessman is saddled with a consi-
derable amount of téchnical diffi-
culties. It is this aspect of the
matter that the Commission has
borne in mind in making its recom-
mendations.”

Therefore the next stage is, I hope, to
bring forward the necessary legisla-
tion as recommended by the Commis-
sion plus some other aspects which we
have observed in the working of the
Act,

Here I would like to remind you
that these operations wbhich are the
subject-matter of the enquiry of the
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Commission occurred sometime bet-
ween 1944 and 1950. Please remem-
ber 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 saudle in 1947
and I believe the Goverument 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 pursu2
this operation because it felt that
this was not g crime coramitted alone
by individuals on a group of share-
holders but it was a greater crime
where the investing public were los-
ing faith in corporate investment, If
was in this period when the very
existence of Governmont in  some
minds wag in doubt. Arson and pil~
lage were common and murders were
common. It was the post-war period
when all the restraints of civilisation
had subsided. Therefore, 1 certainly
sympathise and I can appreciate thz
feelings of my friend Shri Arora and
several Members of the House who
feel exasperated, who feel as if an
intolerable situation hasg been exposed.
It has been. I am personally horri-
fled at the operations which have hap-
pened, It is something like robbers
prowling about the place when thera
is an earthquake or a fire on, In my
part of the country, there is a code of
honour among thieveg «ud one of the
conditions of the code of thieves is
that when there is 5 fire in a village,
the theives do not even rob.
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Surt ARJUN ARORA: That s
very honourable, '

SHrr N, KANUNGO: That is the
tradition.

Surr A, D. MANI: 1t does not
mean Orissa has got thieves . . .

Surr N, KANUNGO: 1 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
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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 facili-
tated; jn 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 suggest-
ed by him. I 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 hysteri-
cal action and we should see that the
rule of law prevails, Our Constitu-
tion assures certain liberties to the
people and all those liberties have
got to be respected, whoever the per-
song 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. It
is not a patronage. The Constitution
provides that every citizen hag the
right to carry on his business sub-
ject to law, That is the right of every
individual, ' ;

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

Surt N, KANUNGO: Be patient,
Mr. Nair,

Surt M, N, GOVINDAN NAIR: Yes,
I am very patient. I am the most
patient man here. .
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Surr N, KANUNGO: I nave al-
ready paid you compliments, but you
should try to deserve the compliments.
1 was coming to the same point, I
am merely propounding the general
thcory with which Mr. Najr will, I
think, agree, that lhe sacredness of
the Constitution where every citizen
is guaranteed the right to carry on
his profession subject to law, is sup-
reme,

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

Sert N. KANUNGO: 1 will deal
with that at the proper time.

Smrr ARJUN ARORA: Every citi-
zen can apply for licence.

Surt N. KANUNGO: Every citizen
has the right.

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

. SErt N. KANUNGO: Having ex-
pressed my communion of thought
with Mr. Arora, I must frankly sub~-
mit that Mr. Arora has done a dis-
service to the House and to the party
to which he belongs by casting asper-
sions on the highest offices of law in
the country, It must be remembered
that the Attorney-General ig not an
officer of the Government. He js an
officer of the Constitution apd the
Constitution gives him 2 unique posi-
tion, I believe that my hon, friend
might have been carried away by his
enthusiasm and by his sence of holy
horror, But on his behaif and on be-
half .of my Party, I beg to submit,
Madam, my apologies to the Attorney-
General.

Surt AKBAR AL] KHAN: Many on
this side of the House have repudiat-
ed his remarks,

Surr P, N. SAPRU: it is ulrpardon-
able to speak thus of the Attorney-
General.

Surt AKBAR ALI KHAN: We all
associate ourselves with thig expres-
sion of apology. J
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Surr N, 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 see-
ing that the Constitution is main-
tained and the rights of irdi-
viduals 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 thai, 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 . . . |
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Surt 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, 1

Surt N. KANUNGO: But I have
stated that it is not 3 fact and 1
have replied to that. But in spite of
knowing it, it has been repeated.
Therefore, I am drawing the con-
clusion that perhaps I am justified in
taking all the gllegations of Mr. Ghosh
as not worthy of notice, In this par-
ticular case, Madam, Mr. Chopra is a
gentleman who is at the top of the
profession. He is g past President of the
Institute of Chartered Accountants,
and at considerable financial sacrifice
in his professional work he has ac-
cepted the work as a public duty
from the Government, To cast as-
persions on him which have no sembl-
ance of truth at all which are entire-
ly wrong, I suppose, is unfair.

Sert ARJUN ARORA: Have not
the Government been paying fabulous
fees to Mr, Chopra?
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Sart 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 I was say-
ing, Mr. Chopra accepted the assign-
ment at considerable sacrifice to his
professional income,
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Suri ARJUN ARORA: Is it not
correct to say that the Government
are his biggest clients?

Serr N. KANUNGO: I would re-
quest 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,

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

Sarr 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
wag in operation. Ig 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 pdminis-
tration for the Corporation Law has
been set up. It was not there before.
The law has been made more com-
prehensive, There was an amend-
ment of the law in 1956 and a com-
prehensive amendment of it in 1960.
When we analyse the modus operandi
ag disclosed in the Commission's Re-
port, 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 3 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 the Company Law
Administration are placed before the
House every year and on just g cur-
sory 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
1s diminishing. The vigilance of the
Company Law Administration is hav-
ihg 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 Com-
mittee on the Comnpanies Act. This
would disclose how they are as alert
as they could be. They are volurtary
organisations and they have limita~
tiong 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. At any time alsq
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 Adminis-
tration and the Governmeni 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 im-
proved 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 a recent de-
velopment, has been the publication
of financial journals which analyse
company performance, We have then
the academic studies undertaken by
professors of TUniversitlies, bv the
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 staft 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 em-
phasise that these criminal propensi-
ties, 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, where-
in it was considered how the andit
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 check-
ing and submitting information about
a corporation to the shareholders and
to the public and I can vouchsafe
from my personal experience that {he
standard of the profession in our ccun-
try 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 allega-
tions came to the Institute from the
Government gnd from others, includ-
ing the Institute itself,. Out of ten
cases, the Institute took disciplinary
action against nine and one case is
pending still, In each case, the Insti-
tute took action on the erring mem-
ber. The member has g right to go
to the High Court and in each case
the High Court considered that ihe
penalty imposed upon the member
was rather severe. The point I want
to emphasise is that the Inctitut. ia

[ 20 AUG. 1963 ]

the administration of
certain Dalmia—Jain
Companies

928

very zealous of its reputation and the
members are aware of 1t 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
ag it prevails today. I believe scme
speaker mentioned it and an impres-
sion might be created that the audi-
tors are at the mercy of the manage-
ment of the company and they could
be thrown out by anybody. The law
today provides that the auditor can-
not be thrown out He is protecicd.
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 vowers, <ec-
tion 233A, I believe, and if and when
the occasion arises, the powers will be
used; but at the moment I do not
think there is any justification for
casting any doubt on the capacity, in-
tegrity or the efficiency of the pro-
fession of auditors as prevailing in
our country. Here again, Madam, I
would submit that today, wurlike in
previous times, the shareholders, the
creditors and even responsiple public
men, apart form the Members of Par-
liament, have rights under the Com-
pany Law, as it stangds, to bring mat-
ters of mismanagement or fraud or
any other factor to the notice of courts
or Government. Madam, the whole
structure of the Company Law to-
day 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 concep-
tion 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 doubtis, 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 esta~
blished. As a matter of fact—-though
the courts gre overloaded—the main
sections 397 and 398, which give very
wida nawerg to the courts whereby
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they can give any ruling, whereby
they can direct a company {o de any-
thing or not to do anything, have been
invoked only in 230 cases, Madam,
here I would not have taken the time
of the House if Mr. Niren Chosh was
alone in making allegations, Unfortu-
nately, many of the allegations have
been repeated by many other Mem-
bers. Ag I have said earlier, let the
House and the Members thereof owe
a responsibility to everybody. One
of the allegations runninz through
many of ithe speeches was that the
Government was kowtowing to Big
Business and in fact, one of the hon,
Members went to the extent of say-
ing—somehow I felt it was not worthy
of being repeated in this House—
that the Minister was in the
pockets of big business; and indivi-
dual Minister and I believe, he named
somebody, At least I have been say-
ing that every citizen expects certain
amount of protection from Members
af 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?

Surr ARJUN ARORA: 'There is a
whole security department to protect
them.

Sarr 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 pro-
fit of Rs, 30 lakhs and above. So
where is big business?

Surt M. RUTHNASWAMY: Big for
India.

Surr N. KANUNGO: I think some-
body mentioned that within a cer-
tain period the assets of companies
have doubled and so on. Ag 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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1001 public companies and not of
private companies. These 1001 com-
panies account for three-fourths of

the total paid-up capital of publie
companies. Add to it "he private
companies which have got equal in-
vestment 1n 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 Commitiee
which is enquiring into the economic
conditions of this country, concentra-
tion of economic power and that sort
of thing., It is a very expert . . .

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

Surt N. KANUNGO: I am not
aware of it, It is not yet available to
me anyway. I understand from dis-
cussions 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 nn this
study? It is the Government, But un-
fortunately Prof. Hazare’s study re-
ferred to conditions before the 1960
Act came 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 nat based on pre-
sent-—day conditions. what is the neces-
sity of doing it? If the argument is
that it does not ccrrespond to the
present-day conditions, what is the
use of that?

I3
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Sert N, KANUNGO: What I say | precis for an amendment of the Com-

is that such studies would be useful
to the public gnd 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. There-
fore, 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 contri-
buted to the funds of the Congress
Party? 1 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
are amended, But as it stands today
it is a great improvement from 1913
when the directors had the {fuil
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 judge it; there are
limits about the contributions no
doubt.

Sari LOKANATH MISRA: Not for
surreptitious ones for permits, ¢uotas
and licences.

Surt N, KANUNGO: My Jriend,
Mr. -Misra, has got rather, I should
say, not g 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 disclo-
sure is the most important factor, I
think, which is there. For the rest, I
certainly like Mr, Mani to make his

panies Act, Here what I want to
point out is that to throw out allega-
tions is not fair,

| »

Take the case of Mr. Thackersey.
Time and again I have said in this
House that all the allegations about
the Sholapur Mills are wrong. State-
ment hag been made. I nave explain-
ed it in the House. Yet the same is
thrown at. In the case of Birlas about
the Ruby and Asiatic Insurance Com-
panies, 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 Indus
tries. | T

Surt LOKANATH MISRA: Kalinga
Tubes.

Surt 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 be-
ing sold in the Dblackmarket are
wrong. It has been carefully enquir-
ed into. I am aware of the enquiries.

Surt CHANDRA SHEKHAR: What
is the machinery of enquiry? May 1
know whether any judicial enquiry
has been held?

Sert N. KANUNGO: The simplest
explanation I can give is this.

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?

Sart  LOKANATH MISRA: When
the enquirer and the supposed accus-
ed is one and the same person, how
can we depend on that enquiry?
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Surr N. KANUNGO: Mr., Misra, 1
cannot convince you, But I can con-
vince 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 wused,
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 collective-
Iy and which is on  record, these
allegations are made and 1 am
sorry they are made. I hope as I
have said earlier, that hon. Members
will be more carefu] in casting asper-
sions 'on parties who are not here and
who have no means of defending
themselves.

»
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Suarr N. KANUNGO: Madam, 1
Minister has given the explanation.

Surr 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.

Surt CHANDRA SHEKHAR: The
‘No Confidence Motion’ is there.

Surt N. KANUNGO: Madam, I
have nothing more to add, I share
the same feelings of the more impa-
t'ent Members of the House and 1}
believe that the investigations of the
Specia] Police will be completed soon
enough and there will not be lack of
adequate evidence,

Surt 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, ameng others, on my
behalf. 1 want to make it clear that
I have not authorised the hon. Min-
ister to make any apologies on my
behalf. 1 take thisopportunity of dis-
sociating myself from those apologies.
1 feel that the opinions of the Attor-
ney~General are not binding and
they are as liable to criticism as  the
statements made by any Minister, I
did not use strong language . . .-

Surr N, KANUNGO:

Serr ARJUN ARORA: I am on my
legs. I did not use strong language
against the  Attorney-General, Y
could have used stronger language. 1
did not sav anything irresponsible for
which I should apologise, If neces-
sary, ] am prepared to make the

I plead . ..

R
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same speech outside the House and
face all the consequences. 1 was
speaking with ful]l responsibility . . .

T DEPUTY CHAIRMAN: Please
be brief.

Surt ARJUN ARORA: . . . and
1 do feel that the hon, Minister had
no right to apologise to the Attorney-

General or  anybody else on my
behalf.
Surmt N.  KANUNGO: T admit,

Madam, that 1 took the privilege,
being a colleague of Mr. Arora, of do-
Ing so without consulting him, but T
still think that an apology is due.

THE DEPUTY CHAIRMAN: [ 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 MoLion,
the following be added, namely:—

‘and having considereq the
same, this House is of opinion that
all the Dalmia-Jain business con-
cerns be immediately taken over
by the Government.’”

The motion was negatived.

Tue DEPUTY CHAIRMAN:
question is:

2. “That at the end of the Motion
the following be added, namely:—

The

‘and having considered the
same, this House is of opinion that
in the light of the disclosures
made in the said Report, a perma-
nent 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 malpracti-
ces, curb monopoly and concen-
tration of wealth and safeguard
the interests of the public and
the State.’”

The motion was negatived.

(Standing Orders) ~ ~ g38
Amendment Bill, 1963

THE INDUSTRIAL EMPLOYMENT
(STANDING ORDERS) AMEND-
MENT BILL, 1963,

Tue DEPUTY MINISTER 1N ruE
MINISTRY or LABOUR anp EM-
PLOYMENT anp ror PLANNING
(Surr C. R. ParTapmy Raman);
Madam, I beg to move: - -

“That the Bill further to amend
the Industria] Employment (Stand-
ing 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 Com-
mittee which accepted the suggestion
that the Act might be suitably amend-
ed so as to make the Model Standing
Orders framed by the appropriate
Government, operative in all indus-
trial establishments covered py the
Act until such time as the standing
orders are certified for the establish-
ments 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 exist-
ing Act, it has been defined as the



