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 (vill)  Need  to  provice  royalty  at  क
 creased  rates  on  crude  oll  to
 Gujarat

 [Translation

 SHR!  NARANBHAI  JAMLABHAI
 RATHVA  (Chhota  Udaipur)  Mr  Speaker,
 Sir,  the  Government  of  Gujarat  hadrequested
 the  Central  Government  to  increase  the
 rates  of  royalty  on  crude  ol  and  the  latter  had
 increasedthe  rates of  royally  between  1  4  87
 and31  391.0  The  amount  which  became  due
 was  to  be  paid  to  the  Goverment  of  Cujarat
 and  the  rates  of  royalty  were  to  be  revised
 againby 1  4  90  The  State  Government  took
 up  this  matter  with  the  Central  Government
 number  of  times  and  a  Committee  was  also
 set  up  by  the  Central  Government  tor  this
 purpose  This  Committee  informed the  Gov
 ernment  of  Gujarat  that  the  Central  Govern
 ment  had  been  aprised  of  the  views  of  the
 Committee  on  1  11  91  Since  then  the  mat
 ter  has  been  repeatedly  taken  up  by  the
 Gujarat  Government  with  the  Central  Gov
 emment,  buttilidate  the  matter  has  not  been
 reivewed  by  the  Central  Government  As  ०
 result  of  this,  the  Government  of  Gujarat  15
 suffering  huge  losses

 Therefore,  |  would  like  to  request  the
 Central  Government  to  take  an  early  deci-
 sion  in  this  regard,  so  that  the  Government
 of  Gujarat  15  benefited

 (Engiish]

 MR  SPEAKER  The  House  stands
 adjourned  to  meet  again  at  2  15pm

 13.07  hrs

 The  Lok  Sabha  then  adjourned  for

 Lunch  till  fifteen  minutes  past  Fourteen  of
 the  Clock

 The  Lok  Sabha  re  assembled  after
 Lunch  at  twenty  two  minutes  past  Four-

 teen  of  the  Clock

 [MR  DEPUTY  SPEAKER  in  the
 ८...  ,  Chard

 STATUTORY  RESOLUTION  RE  DISAP
 PROVAL  OF  1HE  SECURITIES  AND
 EXCHANGE  OF  INDIA  ORDINANCE

 AND

 SECURITIES  AND  EXCHANGE  BOARD
 OF  INDIA  BILL’

 [Enghsh}

 MR  DEPUTY  SPEAKER  The  House
 will  now  up  items  Nos  7  and  8  together
 Shnmati  Geeta  Mukherjee

 ,  SHRIMAT!  GEETA  MUKERJEE
 (Panskura)  |  beg  to  move

 “That  this  House  disapproves  of
 the  Secunties  and  Exchange  Board
 of  India  Ordinance  1992  (Ordi
 nance  No  5  of  1992)promulgated
 by  the  President  on  the  31st  Janu
 ary  1992

 Honourable  Deputy  Speaker  Sir  the
 Principal  reason  for  my  moving  this  statu
 tory  Resolution  15  that  !do  not  think  that  an
 ordinance  was  necessiated  Whatever the
 Governement  wanted  to  do  they  can  very
 well  do  it  through  a  regular  Bill  The  State
 ment  of  Objects  and  Reasons  in  justification
 of  the  Ordinance,  says

 “As  Parliament  was  not  in  session
 and  there  was  an  urgent  need  to

 “Published  in  the  Gazette  of  India  Extraordinary  Part  ॥,  Section  2,  dated  30  3  1992
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 instil  a  sense  of  confidence  in  the
 public  in  the  growth  and  stability  of
 the  capital  market  the  President
 promulgated  the  Securities  and
 Exchnanges  Board  of  India  Ordi-
 nance,  1992(  No  5  of  1992  )  on  the
 30th  January,  1992  (interruptions)

 This  is  what  you  have  said.  ।  know  that
 you  and  the  Finance  did  not  see  eye  to  eye.
 1  have  seen  in  the  newspapers.  You  may
 contradict  it.  |am  not  saying  that.  If  you  had
 not  asked  that,  |  would  not  have  gone  into
 that  subjects  anyway  you  are  all  extemely
 united  very  well.  So  on  that  basis  let  me  come
 to  whatever  has  been  said.

 Now,  the  question  is  this  was  supposed
 tobring  stability.  Let  us  see  what  stability  has
 this  ordinance  brought  to  the  capital  market
 and  then  as  a  part  of  it,  what  stability  has  ह
 brought  to  the  share  pnces  The  Economic
 Times  yesterday  reported  that:

 “In  recent  months  there  has  been  an
 unprecendented  boom  on  the  In-
 dian  Stock  Market  with  the  bull  run
 turning  into  ०  virtual  stampede  in  the
 post-Budeget  sessions  This  week
 the  Bombay  Stock  Exchange  Sensi-
 tive  index-  a  measure  of  volatility
 crossed  3800-  a  new  recordਂ

 This  is  how  the  ordinance  has  brought
 stability  a  new  record  of  volatility  in  the
 share  price  Does  that,  therefore  at  ail  justify
 the  promulgation  of  the  ordinance?  In  my
 opinion  the  answer  is  "No’  So,  as  far  as  the
 Ordinance  is  concerned,  this  is  my  Principal
 question.

 Now  !come  tothe  Billitself.  This  Billhas
 got  nothing  new  exceptiing  giving  statutory
 power  to  the  Board,  which  it  did  not  have.
 What  actually  does  the  Governement  intend
 to  do  and  in  what  way  for  bringing  stability  to
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 the  share  market  and  for  really  protecting  the
 investors,  particularly  the  small  investors?
 Earlierthe  controller  of  capital  issues  usedto
 settle  the  premium  at  which  ०  share  would  be
 sold.  But  now,  as  |  understand  it,  the  com-
 panies  themselves  will  decide  at  what  pre-
 mium  the  new  shares  will  be  sold.  The
 manipulations of  the  big  companies are  quite
 well  known.  Sometimes  big  companies  buy
 their  own  shares,  not  directly  in  their  own
 names,  but  through  some  associate  com-
 panies  and  push  up  the  prices;  when  the
 market  becomes  bullish  and  shares  are
 over-subscribed, these  verycompanies  sud-
 denly  release  their  shares  in  the  market  and
 bring  the  prices  crashing  down.  This  practise
 Gefinitely  hits  most  the  smallerinvestor whose
 sustaining  capacity  is  much  less.  Over
 subscribing  is  so  much  in  vogue  that  in  the
 last  financial  year  if  |  am  correct,  the  profit  of
 the  Tatas  were  more  from  this  kind  of  finan-
 cial  transactions  than  from  the  manufactur-
 ing  sector.  This  is  थ  very  dangerous  thing.  It
 shows  that  even  such  established  compa-
 nies  have  also  to  depend  on  this  kind  of
 manipulation.  ।  have  not  understood  how
 this  Bil  ४  going  to  stop  this  kind  of  practice.

 ॥  is  not  only  the  Tatas.  Take  Kinetic
 Honda  for  example.  Their  shares  were
 floated  and  they  were  over-subcnbed  in  a
 very  big  way.  Instead  of  returning the  money
 to  those  intending  subscribers,  the  money
 was  put  in  the  Bank  and  then  six  months
 elapased  Within  three  months  ,  the  money
 had  to  be  returned  to  those  who  did  not  get
 the  opportunity  of  buying  the  shares.  In-
 Stead  of  doing  so,  the  Bank  credited  it  to  the
 Kinetic  Honda  so  much  so  that  the  Kinetic
 Honda  Company  actually  gave  dividends  to
 their  favoured  people,  to  those  who  actually
 comered  the  shares,  even  before  starting
 the  production,  they  could  pay  dividends;
 How  are  you  going  to  protect  the  small
 investors?  ft  is  not  in  your  Bill.

 This  Bill  seeks  to  form  the  Board  in  the
 following  way.  The  Board  will  have  a  Chair-
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 man,  two  Members  from  among  the  officials
 of  the  Ministers  of  Central  Govenment  deal-
 ing  with  Finance  and  Law,  one  Membertrom
 amongst  the  officials  of  the  Reserve  Bank  of
 India  and  two  other  nominated  Members  |
 have  not  understood  the  criterion  of  selec-
 tion  of  these  members.  Much  willdependon
 the  proneness  of  the  Broad  Members  them-
 selves.  Towards  whom  will  they  be  sympa-
 thetic?  Will  they  be  sympathetic  towards
 smaller  investors  ?  Or  will  they  be  sympa-
 thetic  in  their  herarts  of  hearts,  towards
 those  manipulators  or  to  the  big  investors?

 At  least  you  cannot  rule  out  the  big
 investors.  Therefore,  Sir,  apart  from  two
 nominated  numbers  you  will  doubtlessly  have
 a  bureaucratic  set  up.  Witn  honourable  ex-
 ceptions  apart  our  bureaucracy  is  not  par-
 ticularly  renowned  for  their  proximity  to  ordi-
 nary  people.  Therefore  how  this  is  going  to
 be  guaranteed  in  a  way  so  that  this  bill  as  is
 given  क  its  objects  and  reasons,  protects  the
 investors  interest?  These  are  the  principal
 questions  which  really  need  to  be  spelt  out  by
 the  minister  through  a  full  open  documents.
 Otherwise  these  things  will  not  be  clear to  at
 least  people  like  us.

 Day  before  yesterday  a  meeting  was
 held  by  Shri.  Manmohan  Singh  in  Bombay
 where  he  said  many  bias  things,  forexample
 apart  from  directing  the  share  market  to
 remain  open  for  a  longer  time  it  seems  that
 it  Was  stated  |  read  in  Eccnomic  Times  that
 the  stock  exchanges  were  directed  to  have
 a  uniform  and  shorter  settlement  period.  As
 ।  said  in  my  earlier  part  of  the  speech  shorter
 settlement  period  is  very  necessary  but
 what  is  the  guaranteee  that  shorter  settle-
 ment  period  will  be  there.  How  can  we  have
 a  shorter  settlement  period  that  is  not  spelt
 out.  The  exchange  were  asked  to  increase
 surveillance  .of  trading  to  ensure  healthy
 growth  and  excess  speculation.  If  this  is
 going  on,  what  else  can  be  called  excess

 “Moved  with  the  recommendation  of  the  President.

 speculations  itis  at  its  height.  What  is  there
 in  this  bill  which  will  guarantee  that  this
 excess  speculation  will  be  stopped?  There-
 fore  ,  Sir  as  far  as  this  Bill  is  concarned,  it
 seems  to  be  nearly  an  exercise  of  an  ordi-
 nary  nature.  ॥  is  nothing  more  than  that.  ।
 would  be  happy  if  the  hon  Minister  can
 convince  me  that  tis  not  so.  They  should  lay
 all  the  documents  necessary  to  show  what
 they  are  going  to  do  to  control  this  kind  of
 speculation  which  is  really  absolutely  inmical
 to  the  interest  of  the  shall  investors.  |  hope
 the  Minister  will  reply  to  my  questions  1  do
 not  know  whether  the  reply  will  be  satisfac-
 tory  or  not  after  that  I  shall  apply  my  mind  to
 this  Bill.

 Thanking  you,  Sir.

 Mr.  DEPUTY  SPEAKER:  Motion  moved:

 “That  this  House  disapproves  of
 the  Securities  and  Exchange  Board
 of  india  Ordinance,  1992  (Ordi-
 nance  No.  5  of  1992)  promulgated
 by  the  President  on  the  31st  Janu-
 ary,  1992.”

 र
 \THE  MINISTER  OF  STATE  IN  THE

 MINISTRY  OF  FINANCE  (SHRI
 SEMESHWAR  THAKUR)  :  1009  to  move.”

 “  That  the  Bill  to  provide  for  the
 establishment  of  a  Board  to  protect
 the  interest  of  investors  in  securi-
 ties  and  to  promote  the  develop-
 ment  of  and  to  regulate  the  securi-
 ties  market  and  for  matters  con-
 nected  therewith  or  incidental  there
 to,  be  taken  into  consideration  *

 Hon.  Deputy  Speaker  and  the  hon
 Members  while  presenting  the  Budget  for
 1987  -88  our  former  Prime  Minister  the  late
 Shri.  RajivGandhi  fiad  stated  in  this  august
 House  that  Governemnt  have  decided  to  set
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 up  a  seperate  Board  for  the  regulation  and
 orderly  functioning  of  stock  Exchanges  and
 the  secunties  industry  He  had  also  stated
 that  for  a  healthy  growth  of  capital  markets
 investors  rights  must  be  fully  protected  and
 that  malpractices  in  trading  must  be  pre
 vented  ॥  pursumance  of  this  announce
 ment,  the  Securities  and  Exchnange  Board
 of  india  was  constituted  on  12th  April  1988.0
 for,  inter aha  dealing  with  all  matters  relating
 to  development  and  regulation  of  securities
 market  and  investorprotection  The  Finance
 Minister  in  his  budget  speech  of  24th  July,
 1991  had  stated  that  full  statutory  powers  will
 be  given  to  the  Securities  and  Exchange
 Board  of  India  He  had  also  announced  that
 consideration  will  also  be  given  toenactment
 of  legislation  in  regard  to  the  operation  of
 mutual  funds

 The  Stock  Market  has  been  growing  at
 a  very  rapid  pace  ever  since  the  present
 Government  assumed  office  last  year  on
 account  of  the  various  libera'sations  म  pol:
 cies  announced  by  the  Government  in  re
 gard  to  industry  and  capital  markets  ॥  had
 therefore  become  essential  to  take  immedi
 ate  measures for  maintaining  the  confidence
 in  the  stock  market  As  the  Parliament  was
 notin  Session  ,  the  Securities  and  Exchange
 Board  of  Ind  a  Ordinance  was  promulgated
 on  30th  January  1992  lamhappy  to  laya
 Bull  for  replacing  thet  Ordinance  before  this
 House

 The  main  objectives  of  the  Sec  unties
 and  Exchange  Board  of  India  (58 छा)  are  to
 protect  the  interests  of  investors  in  secur
 ties  to  promote  the  development  of  the
 secunties  narket  and  to  regulate  it  The
 main  powers  and  functions  of  the  Board
 relate  to  regulating  the  business  in  stock
 exchanges  and  any  other  securities  mar
 kets  registering  and  regulating  the  working
 of  stock  brokers  sub-brokers,  share  trans
 fer  agents  merchant  bankers  and  other
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 intermedianes  inthe  stock  markets,  register-
 ing  and  regulating  the  working  of  collective
 investment  schemes  including  mutual  funds
 and  prohibiting  insider  trading  in  securities

 ।  am  confident  that  the  hon  Mpmbers
 will  appreciate  the  need  for  giving  such
 powers  and  functions  to  the  SEBI  for  ensur-
 ing  the  healthy  and  orderly  growth  of  the
 stock  market  A  well-regulated  market  15
 essential  for  channelising  an  increasing  flow
 of  savings  into  investments  in  secunties  far
 the  further  development  of  the  economy
 Such  a  system  15  also  essential  for  encour
 aging  inflow  of  foreign  exchange  through
 investments  made  by  the  non  resident  Indi
 ans  and  off  shore  Funds

 {hope  that  this  Bill  will  meet  the  exacting
 standards  required  of  us  by  the  honourable
 members  of  this  august  House  and  would  be
 passed  at  the  earliest  to  facilitate  the  devel
 opment  and  regulation  of  the  secunties  mar
 ket  and  mutual  funds  in  the  country  As
 stated  by  the  Finance  Minister  in  his  Budget
 speech  of  29th  February  1992  additional
 powers  will  be  given  to  SEBI  to  strengthen
 its  Capability  as  we  gain  experience  =  With
 these  words,  |  commend  the  Bill  tor  the
 consideration  of  the  House

 न्
 1,  MR  DEPUTY  SPEAKER  Motion

 moved

 That  the  Bilt  to  provide  for  the
 establishment  of  Board  to  protect
 the  interest  of  investors  in  secur!
 ties  and  to  promote  the  develop
 ment  of,  and  to  regulate,  the  secu
 nties  market  and  for  matters  con
 nected  therewith  or  incidental
 thereto,  be  taken  into  consider
 ation  »

 MR  DEPUTY  SPEAKER  Thereis  an
 Amendment  given  by  Shri  Girdharilal
 Bhargava  The  total  time  allotted  for  these



 501  Stat  Res  re  dis-

 i  bike
 of  Securities  &  Exchange

 joard  of  India  Ordinance  and
 two  subjects  (items  7  and  8  ।  is  two  hours
 Shn.  (ाफी गाया  Bhargava  ,  are  you  moving?

 ।  Translation]

 SHRI  GIRDHARI  LAL  BHARGAVA
 (‘(JAIPUR))  Mr  Deputy  Speaker,  Sir  1990
 to  move  “that  the  Bill  be  circulated  tar  the
 purpose  of  eliciting  public  opinion  thereon"by
 15th  June,  1992”  (1)

 {English}  ।,

 (CSHRIJASWANTSINGH  (Chite:garh)
 Mr  Deputy  Soeaker,  Sir,  my  task  ‘  very
 simple,

 We  in  the  BJP,  entirely,  supports  this
 piece  oflegisiation  We  support  the  granting
 of  statutory  authority  powers  and  stutus  to
 the  Securities  and  Exchange  Board  of  India
 though  ido  support  my  esteemed  fnend  and
 colleague  Shnmati  Geeta  Mukherjee  in  her
 procedural  point  that  ॥  would  have  been
 preferable  had  this  not  been  brouaht  about
 through  the  means  of  an  Ordinance

 Having  stated  this,  let  me  also  state,
 why  ।  welcome  this  measure  and  support  it?
 far  granting  statutory  authority  to  such  a
 body  for  monitoring  the  activities  of  the  Stock
 Exchanges,  Mutual  F  urcs,  Merchant  Banks
 ete  aleoforinvesior  protection  let  क  very
 bnefly  state  and  share  the  comments  with
 the  hon  Minister  of  State  He  vu  very
 knowledgeable  onthe  subjects  Eventefore
 he  came  to  holding  this  high  office  he  had
 professional  expéronce  which  emmently
 qualifies  him

 Clause  4  ralatu  to  the  constitutior  ofthe
 Board  Now  ।  have  a  recommendation  to
 make  here  for  the  consideration  of  the
 Government  You  said  that  the  Chairman
 will  be  appointed  by  the  Government  which
 15  as  it  ought  to  be  and  two  whole  time
 members  to  be  appointed  by  the  Govern-

 ment  and  then  two  other  members  to  be
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 nominated  bythe  CentralGovernment  Now
 every  one  15  to  be  nominated  by  the  Central
 Covernment  |  do  not  know  how  you  are
 going  to  do  #  may  be  through  a  process  of
 learning  |  recommend  to  the  Government
 that  in  the  Board  itself  you  have  at  least  one
 representative  of  the  Stock  Market  of  India
 How  you  do  that  ॥  15  upto  you  whether  you
 canask  the  Stack  Exchanges  themselves
 to  elect  one  Member  so  that  he  then  be-
 comes  a  member  of  the  SEB!  alternatively
 you  could  nominate  a  member  And  the
 second  thing  whicn  |  would  recommend  to
 the  Government  is  that  थ  least  you  have  one
 member  in  addition  to  the  representative  of
 the  Stock  Exchange  trom  the  commercial
 banking  not  of  the  Nationalised  Banks  rather
 merchant  banking  which  15  not  nationalized
 ,  which  ts  still  in  the  pnvate  hand  have  one
 ot  those  particularly  with  expenence  ।  in
 merchant  banking

 Clause  121elates io  registration  of  stock
 brokers  Here  I  think  some  very  substantial
 action  is  necessary  |  hope  when  he  ad-
 dresses  himself  to  that  he  wilt  reply  x  15
 common  knowledge  that  today  to  get  a
 ragistration  ceriiicate  for  becoming  a  broker
 costs  &  person  around  25  1  50  crores  on
 the  Bombay  Stock  Exchange  You  cannot
 have  that  son  of  sit  ‘ation  prevailing  if  you
 want  to  have  a  registration  certificate  for
 becoming  a  broker  then  the  Stock  ex
 changes  themselves  st  very  tight'y  and
 when  you  have  ०  stcck  exchange  registra
 tioncerntificate  fer  you  to  ve  ०  stock  exchange
 broker  being  traded  atRs  1  50  crores,  then
 surely  there  is  something  wrong  somewher2
 It  wouki  be  my  recornmendation  to  you  to
 consider  SEB  will  address  itself  tat  ।
 would  advise  the  Gevernment  rot  to  bother
 {tself  too  much  personally

 lamgiadthatinehon  Finance  Minster
 found  it  necessary  to  go  to  Bombay  and
 talkedto  the  Stock  Exchange  authority,  etc
 But  ।  don't  think  #  ७  necessary  for  the
 Finance  Minister to  pertorm this  function  you
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 should  not  really  bother  about  trying  to  go
 and  dampen  the  enthusiasm  of  the  Stock
 Exchange  because  it  is  overboiling  It  is  the
 SEB  which  should  address  itself  to  it:  and
 this  is  not  part  of  the  function,  by  my  under-
 standing,  of  the  Finance  Minister  to  go  and
 advise  the  Stock  Exchange  to  coo!  down
 when  itis  overheated  He  can  do  it  very  well
 by  sitting  here  in  Dethi.

 tam  going  to  very  briefly  cover  the  point
 with  regard  to  clauses  16  and  17.

 Clause  16  is  about  issuing  directions  to
 the  Board  and  Clause  17  is  about  supersed-
 ing  the  Board  In  fact  |  recognise  that  the
 CentralGovernment whenever  it  legislate  on
 such  matters,  must  have  such  an  enabling
 provision  to  issue  directions  to  the  Board  as
 also  to  supersede  the  Board.  But  |  am  sure
 that  the  house  will  share  with  me  the  un-
 happy  or  unfortunate  experience,  forthe  last
 forty-  five  and  odd  years  of  the  functionning
 of  the  Governments  whether  it  be  at  the
 Central  level  or  the  State  level,  that  such
 powers  of  the  State  as  the  State  arrogatesto
 tself  are  unfortunately  used  more  in  a  sub-
 jective  arbitrary  fashion  than  really  for  the
 furtherance  of  the  original  purpose  You
 may  reflect  on  it.  |  arm  sure  you  need  ॥,  but
 nevertheless,  you  may  reflect  on  ॥.

 Iwill  now  come  to  Chapers  IV  and  V  and
 make  very  brief  comments.  Clause  1  1(c)  is
 about  “registrating  and  regulating  the  work-
 ing  of  collective  investment  scheme  includ-
 ing  mutual  funds  :  Here  i  think  the  Union
 Government  as  also  the  SEB  must  address
 itselfto  two  orthree  aspects of  the  functuoning
 of  mutual  funds  On  this  |  will  give  some.
 suggestion  when  ।  come  to  suggestions.

 Ihave  already  cevered  Chapter  V  which
 is  about  Registration  Certificate.

 SHRI.  REMESHWAR  THAKUR  ;  |would

 just  like  to  mention  that  the  Chairman  of  the
 SEB  and  some  others  had  called  on  Finance
 Minister in  his  office  some  time  back  .He  had
 not  gone  to  Bombay  for  this  purpose.

 SHRI  JASWANT  SINGH  :  ।  am  glad
 that  the  Hon.  Minister  of  State  has  clarified
 |  appreciate  that  ह  '  ७  not  the  function  of  the
 Finance  Minister  to  go  there.

 Now,  in  addition  to  Chapters  IV  and  V
 clauses  4  ,  12  ,15,  16,  and  17  are  there.  On
 their  ambit  [  have  five  or  seven  suggestions
 to  make  briefly  and  |  would  have  done.

 Firstly  about  mutual  funds  :  Now,  ever
 since  you  opened  these  mutual  funds  earlier
 mutual  funds  were  the  sole  preserve  of  the
 Unit  Trust  and  you  opened  it  out  ॥  |  am  not
 mistaken,  the  LIC  came  into  it,  and  now  all
 the  nationalised  banks  came  into  it.  Now  you
 will  find  that  anyone  can  corne  into  it.

 Two  points  come  here  about  the  func-
 tioning  and  operations  of  mutual  funds.  |
 think  the  advertisements  that  are  being  15
 sued  about  the  mutual  funds  are  highly
 misleading  and  the  are  mostly  issued  by  the
 mutual  funds  of  the  nationalised  banks.  They
 say  ‘Double  your  money  in  three  yearsਂ  |am
 not  saying  that  this  is  exactly  what  they  say.
 But  the  suggestions  go  on  like  this.

 They  say  “Put  Rs.  100  today  andtakes
 Rs  one  lakh  after  10  years  laterਂ  and  so  on
 ,,  things  like  that.  An  unvary  investor  or
 anyone  without  knowing  what  is  happening
 willbe  very  much  tempted  by  such  advertise-
 ments.

 What  is  the  profile  of  the  investor  that
 goes  into  the  mutual  funds?  The  profile  of  an
 Investor  |  am  sure  the  SEB  has  already
 studied  About  it  that  however  in  a  different
 capacity  in  the  earlier  Parliament  ,  |  had  an
 occasion  tosit  withthe  Chairman  ofthe  SEB.
 And  was  very  much  imprassed,  i  must  say,
 by  the  clarity  of  the  thinking  and  purposeful-



 55  Stat.  Res.  re.  dis-

 द्
 of  Securities  &  Exchange

 ard  of  india  Ordinance  and
 ness  with  which  they  were  addrassing  them-
 selves  to  discharging  their  responsibilities
 But  ff  you  permit  me  again  this  kind  of
 advertisements  saying

 “  Invest  Rs.  100  now
 and  take  back  Rs.  one  iakh  after  ten  years
 *  this  sorts  of  things,  because  of  the  profile
 of  the  investor  in  mutual  funds  is  carried  out
 to  the  level  that  is  largely  a  pensioner  itis
 largely  a  person  who  15  either  retired  or  on
 the  verge  of  retirement  he  has  neither  the
 ability  nor  the  inclination  nor  indeed  the
 energy  to  follow  the  stock  exchange  and  to
 go  through  the  whole  rigmarole  of  having
 stock  brokers  or  whatever  or  follow  the
 market  So,  he  goes  in  for  a  mutual  fund
 And  the  Mutual  Fund  performs  this  opera-
 tion  for  the  investor.  But  if  the  Mutual  Fund
 while  performing  this  for  the  lay  investor,  15
 going  to  make  an  exaggetated  clair.  then
 that  ७  very  misleading  Therefore,  |  would
 urge  the  Government  10  place  some  kind  of
 restraint  on  this  advertisement  war  that
 seems  10  have  broken  out  between  Mutual
 Funds  to  day  There  should  be  some  re-
 straint  some  kind  of  ।  do  not  know  what
 word  to  give  it  with  what  adjective  to  call  it
 legitimacy  to  the  claim  made  inthe  advertise-
 ment.

 Secondly  in  respect  of  Mutual  Funds  if
 {  might  take  recourse  to  an  overused  cliché,
 Please  provide  level  playing  field  tor  the
 respective  Mutual  Funds  You  have  Mutual
 Funds  floated  by  tna  nationalised  banks
 Now  you  have  opened  it  out  to  others  and
 others  will  also  enter  into  And  you  have
 certain  recognised  securities  which  are  purely
 of  the  Government  and  then  there  are
 recognised  secunties  which  have  come  up
 really  on  account  of  entrepreneunal  spint  or
 endeavour of  private  parties.  Please  provide
 them  with  level  paying  fee,  give  them  equal
 Opportunity.  in  one  case  you  have  tax
 Gedction  at  source  and  in  another  case  you
 gran  them  the  benefit  of  having  no  tax
 Geduction at  source.  And  that  sort  of  a  thing
 {6  not  necessary.  |  थ  the  hon.  Minleter
 understands  what  ।  am  saying..
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 My  second  suggestion  would  be  about
 the  reform  of  stock  exchanges  |  am  sure
 that  the  SEB!  will  address  itself  to  this  major
 task.  This  is  not  the  occasion  for  me  go  into
 any  kind  of  details  or  at  length  about  the
 reform  of  stock  exchanges  By  andiarge  the
 stock  exchanges  of  India  have  really  not
 moved  beyond  what  they  were  some  time
 after  the  Second  World  War.  In  functioning
 in  the  brokerage  houses,  largely  inthe  1090
 lations,  etc  the  internal  functioning  of  most  of
 the  stock  exchanges  have  remained  unal-
 tered  since  the  Second  World  War  ।  think
 the  SEB!  would  be  well  advised  and  |  am
 sure  that  they  will  do  it  and  address  them-
 selves  to  reform  the  stock  exchanges.

 Sir,  ।  would  take  to  two  other  aspects
 and  then  one  more  substantial  point

 One  15  that  there  are  instances.  which
 are  listed  When  companies  come  to  the
 market  as  it  were  for  raising  money  fromthe
 public  ,  whatever  they  say  ७  the  prospectus
 must  be  adhered  to  and  nothing  that  they
 State  in  the  prospectus  ought  to  be  there,
 which  they  do  not  intend  be  doing  |  do  not
 wish  to  give  illustration  of  how  the  unvary
 investor  is  again  misied  by  the  claims  being
 made  inthe  stock  exchange.  Bul  it  would  be
 advisable  tor  the  SEBIto  address  itself  tothe
 aspect  of  claims  made  inthe  prospectus  and
 adherence  to  those.

 The  second  aspect  ७  return  of  share
 application  money.  My  eminent  colleage
 and  fnend  ,  Shrimati  Geeta  Mukherjee,  has
 said  quite  correctly  about  over-subscnoption.
 Over-subsenption  ७  not  an  ailment  of  the
 stock  exchange.  Over-subscription  Is  be-
 cause  there  is  a  lot  of  money.  And  people
 want  investment  opportunities  And  there
 are  far  too  few  good  opportunities  or  shares
 inwhich  they  candoso  Andso  naturally  the
 Investing  public  will  over-subscribe.  But
 where  |  have  the  difficulty  is  having  over
 subscribed  three  times  33  times,  40  times
 andsums  like  Rs.  x८  crores,  Rs.  400  crores
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 which  are  then  lying  with  the  companies  that
 are  coming  up  There  are  instances  where
 the  companies  have  not  retumedthe  excess
 share  application  money  in  time  But  they
 had  not  only  returned  not  itin  time  but  also
 retumed  it  without  paying  any  interest  Now
 this  kind  of  playing  with  the  investors  money
 really be  stopped  and  SEB!  must  come  down
 with  a  very  heavy  hand

 Now,  ।  am  making  the  final  point  lam
 sure  SEBIwilldoit  But,  {consider  obligatory
 on  my  part  to  mention  ॥...  |  think  you  must
 have  very  proper  regulations  and  rules  for
 take  over  bid  All  take  over  bids  of  compa-
 nies  now  particulatly  have  become  relevent
 because  the  economy  ७  opening  out  ।  sour
 expectation  that  money  will  flow  and  when
 money  flows  people  will  attempt  to  comer
 shares  onthe  market  whether  NRI  money  or
 internal  money  or  foreign  money

 Now,  we  had  two  instances  of  earlier  of
 take  over  bids  in  the  case  of  OCM  and  inthe
 case  of  Escorts  These  two  incidents  be
 came  examples  of  how  tt  ought  not  too  be
 done  They  became  examples  of  how  the
 Government  ought  not  to  function  in  this
 regard  They  becarne  most  unsavoury  ex
 amples  of  the  total  functioning  of  the  Indiar
 Corporate  Body  You  must  address  yourself
 tothis  There  ७  prohibition  on  taking  over
 But,  whoever  wishes  to  take  over  must
 make  ॥  ०  public  bid  and  ॥  should  be  an  open
 bid  ॥  the  share  ७  selling  at  Rs  30/and  ॥
 somebody  comes  forward  and  makes  a
 public  annoncement  to  the  investing  public,
 whoever  ७  holding  a  share  of  ABC  ।  am
 ready  to  offer  Rs  80/  The  point  !  am  trying
 to  make  15  that  in  take  over  bids  most  of  the
 time  what  happens  15  that  this  differential
 between  the  quote *  market  price  and  ths
 actual  take  over  price  ७  handled  in  cu  1
 between  the  taken  over  andthe  original  over
 Therefore,  forthe  sake  of  the  investing  public
 you  make  it  mandatory  that  whoever  wishes

 totake  over  must  make  a  public  open  bid  and
 whether  that  bid  can  remain  open  for  two,
 three  or  four  weeks,  depends  on  whatever
 SEBIidoes  But,  1  must  not  bea  clandestine
 deal  behind  the  doors,  behind  the  curtain,
 under  the  carpet  (/nterruptons)

 The  second  aspect  6  about  take  over
 bid  ॥  15  entirely  possible  With  investment
 brokers,  investment  advisors  and  others,
 india  has  a  good  investment  opportuntty
 Goverment  15  already  considenng  opening
 out  of  Indian  stock  exchanges  for  foreign
 Investment  But,  once  foreign  investment
 Starts  coming  into  the  Indian  stock  exchanges
 in  anticipation  of  it,  of  course,  the  stock
 exchanges  are  moving  But,  sofaras  foreign
 take  over  bids  are  concerned,  once  you
 permit  foreign  money  to  come  on  to  your
 stock  exchanges,,  youcannot  simultaneously
 take  that,  you  can  come  on  to  the  stock
 exchanges  but  you  cannot  take  over  acom
 pany  You  will  have  to  devise  some  mecha-
 nism  some  regulation,  some  system,  so  that
 till  such  time  that  Indian  industry  15  able  to
 Stand  upon  its  own  legs,  the  foreign  take  over
 bid  ४  kept  at  bay

 15  .00  hrs.

 itis  not  म  job  orfunction  idonoteither
 have  time  at  this  moment,  to  define  what  ।
 wanted  to  be  done’  |  think  SEBI  must
 address  ttself  to  that  task

 Ihave  done  Sir,  |  am  grateful  to  you  for
 the  consideration  and  |  conclude  by  saying
 once  again  that  we  in  the  BUP  support  the
 Secunties  and  Exchange  Board  of  India  Bill,
 1992

 MR  DEPUTY  SPEAKER ।  Itis  neces-
 sary  that  |  should  bring  to  your  notice the  time
 allotted  to  each  political  party  so  that  we  can
 adjust  the  time  while  speaking

 Congress  | ही  Fifty  minutes
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 BJP  --  Twenty-five  minutes

 Janata  Dal  Twelve  minutes

 CPI(M)  Seven  minutes

 CPI  Three  minutes

 AIADMK  Two  minutes

 Janata  Party  One  minute

 Other  small
 parties  One  minutes

 each

 AN  HON  MEMBERS:  What  about
 TOP  Group  ,  Sir?

 MR.  DEPUTY  SPEAKER  ; O.K  ,  you
 too  will  have  time.

 SHRISARAT  CHANDRA  PATTANYAK
 (Bolangir) ."  Hon .  Deputy  ‘Speaker,  Sir,  |
 would  like  to  congratulate  our  Finance  Min-
 tster  for  bringing  this  legislation,  which  ts  a
 major  step  in  de-bureaucratisation  for  im-
 provement  of  capital  market  and  safeguard-
 ing  the  interest  of  small  investors.  Keeping
 in  tune  with  the  changes  of  new  policy,  the
 proposed  legislation  will  no  doubt  act  as  a
 Catalyst  for  change.  However  there  are
 certain  areas  in  the  proposed  legislation,
 which  need  specific  consideration.

 15.  03  bra,

 [SHRI  SHARAD  DIGHE  in  the  Chai

 Under  Chapter  Il,  section  4,  sub-sec-
 tion  (4) ,  tis  mentioned  that  members  of  the

 Board  are  to  be  nominated  or  appointed by
 the  Government .  But  the  constitution  of  the
 Roard  's  not  evenly  provided.  There  ts  no
 representative  of  Interest  group  like  steck
 exchange  and  investors  The  Board  should
 have  at  least  two  members  from  the
 recognised  stock  exchange  andat  least  one
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 member  from  the  apex  consumer  group  or
 investors  group.

 Under  Chapter  VII,  Section  16,  Sub-
 section  (1),  it  is  mentioned  that  the  Board  will
 be  bound  by  such  directions  on  question  of
 policy,  as  the  Central  Government  may  give
 in  writing  to  it  from  time  to  time.  Though  one
 of  the  objectives  of  the  Board  ts  to  promote
 orderly  and  healthy  growth  of  capital  market,
 there  maybe  indirect  Government’s  interfer-
 ence  in  the  operation  of  capital  markets.
 Rather  the  Board  should  be  given  adequate
 powers  to  decide  on  the  directions  of  the
 Government.

 Under  Section  26  (I)  ॥  has  been  pro-
 vided  that  with  the  previous  sanction  of  the
 Central  Government  ,  the  Board  can  file  a
 complaint  for  any  offences  under  the  Act
 This  will  create  difficulties  for  the  Board  to
 gain  the  confidence  of  investors  The
 Board's  functioning  will  be  unduly  influenced
 by  Government's  policies.  Since  the  Board
 is  a_  statutory  organisation,  ts  functioning
 should not  be  hamperedby  the  Government's
 interference.  Adequate  safeguards  should
 be  provided  in  this  regard.

 In  clause  29  of  the  Bill,  the  Central
 Government  has  been  empowered  to  make
 rules  regarding  terms  of  office  and  other
 conditions  of  service  of  the  Board.  ।  would
 tke  to  suggest  that  the  terms  and  condition
 of  the  office  of  the  Chairman  of  the  Board
 should  be  at  par  with  other  Constitutional
 functionaries,

 With  this  1  conclude, .

 Gye)  supa  curl  {Gontai)  ;  Mr.
 Chalfman,  Sw,  (rise  to  express  some  of  our
 view  -points  on  the  Securities  and  Exchange
 Board  of  India  Bill,  presented  by  the  hon.
 Finance  Minister  Dr.  Manmohan  singh

 As  proposed  the  Billseeks  to  safeguard
 the  interests  of  investors  in  securities  and  to
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 promote  the  development  of  and  to  regulate
 the  securities  market  in  India.  Though  trad-
 ing  in  the  securities  market  is  not  gambling
 where  one  depends entirely  in  luck  orchance,
 it  nevertheless  involves  high  risks  and  ele-
 ments  of  disastrous  speculations  Continu-
 ous  harassment  of  the  investing  public  and
 rampant  maipractices  in  the.trade  have  be-
 come  matters  of  grave  concer  to  all  sentient
 people.  The  capitalist  system  of  growth  in
 the  economy  envisages  such  money  mar-
 ket.  The  socialst  system  of  growth  in  the
 economy  does  not  warrant  for  such  market.

 However the  stock  market  in  India  is  not
 new.  Since  1877  organised  bourses  have
 been  working  somewhere  recognised  and
 somewhere  not.  ft  is  only  in  1956  that  the
 Central’Government  recognised  15  stock
 exchanges.  By  drawing  surplus  funds  from
 the  different  sizes  of  households,  the  secu-
 rities  market  contributes  to  the  mobility  and
 negotiability of  the  otherwise  fixed  capital.  It
 plays  a  very  important  role  in  capital  forma-
 tion.  For  the  purpose  of  investment  in
 various  production  sectors  of  the  economy,
 the  stock  market  reaily  renders  enormous
 service  to  the  community  by  distributing
 money  among  industries  and  firms.  In  the
 prevailing  situations,  in  india,  the  importance
 of  the  money  market  has  been  of  tremen-
 dous,  dimension.  The  Eighth  Plandocument
 stipulates  for21.6  percent  domestic  savings
 for  56  percentG  ‘  .P  ,growth  rate  and  out
 of  21.6  per  cent  domestic  savings  ,  house-
 hold  sector  is  required  to  contribute  17  6  per
 cent  So  the  confidence  in  and  creditability
 of  the  stock  market  tradings  should  be  of
 utmost  requirement  at  the  present  juncture
 in  order  to  motivate  the  investors  to  come
 forward  for  investment.  But  the  excessive

 hear  generated  in  the  securities  market  has
 made  the  present  situation  worse  con-
 founded. ,  &  is  well  known to  all  that  stock

 market  veactions  all  over  the
 wore  toreaaat the  shape  of  things  to  come  in  neat f
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 Some  experienced  men  in  the  stock
 trading  fields  have  commented  that  going
 berserk  and  going  bust  are  not  new  phenom-
 ena  in  Indian  share  markets.  ft  happened
 more  than  a  hundred  years  ago,  that  is  in
 1863-65  It  happened  again  in  1985-87.
 This  year  there  has  been  aboom  which  was
 unseen  before  and  could  not  be  anticipated.
 A  big  bull  comments  of  the  present  boom  in
 the  stock  market  as

 unpredictable
 and  bear-

 Ing  the  seeds  of
 doom.  |

 The  rise  Inthe  stock  markets  began  with
 the  last  year’s  July  Budget  Bombay  Stock
 Exchange's  sensitive  index  started  its  ७
 ward  climb  from  1,300  and  reached  2,000
 points  by  January  On  29th  February  this
 year  after  the  presentation  of  the  Budget,  an
 amount  of  Rs.  1.6  crores  was  pumped  per
 minute  into  the  stock  market  in  Bombay  in
 the  two-hour  trading  session.  By  the  end  of
 the  two  -hour  post-Budget  session,  the  index
 crossed  the  3,000  mark.  Andon  9th  March,
 the  index  came  to  rest  at  3547  points.  Indi-
 ces  afl  over  the  country  jumped  and  the
 figures  often  doubled  and  trebled  within  a
 span  of  hours.  The  markets  heated  up  so
 much  thatthe  Governor  of  the  Reserve  Bank
 of  India  had  to  threaten  to  check  the  specu-
 lation  to  cool  the  markets.  Even  on  26th
 Match,  the  Bombay  Stock  Exchange  index
 touched  3802.17  points  We  apprehend  a
 very  serious  crisis  taking  place  as  a  conse-
 quence  of  such  boorns  which  may  lead  to
 collapse  of  payment  systems  and  problems
 Inleading  money  centres  The  overheat  has
 surpassed  even  the  traditional  stock  mar-
 kets  of  London  and  New  York.  When  the
 country  needs  a  well  disciplined  money
 market  to  boost  up  the  stipulated  growth  rate
 of  5.6  per  cent  of  G.D.P,  there  looms  large
 the  lawlessness  to  the  detriment  of  the  na-
 tional  interest.

 Shouldthe  Governmentbe a  silent  spec-
 tator2  What  is  the  assessment  of  the  Gov-
 emment  as  regards  the  causes  of  the  over-
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 heat  in  the  stock  market?

 Two  eminent  foreign  securities  firms,
 Kleinwort  Benson  Securities  Ltd,.  and  Asian
 Capital  Partners  Ltd,  have  studied  the  stock
 market  situation  as  obtaining  at  present  in
 India.  They  have  indentified  excess  liquidity
 as  the  prime  reason  behind  the  boom.
 Excess  liquidity is  there  as  a  result  of  the  slow
 down  in  the  economic  growth  this  year,
 Commercial  banks  and  traders  with  surplus
 funds  have  turned  to  the  stock  market
 However  ,  the  current  bubble  has  become
 possible  due to  the  imperfections  inthe  stock
 exchanges.

 ॥  is  थ  fact  that  the  India  Economy  has
 been  widely  expanded.  This  expansion  re-
 quires to  be  compatible  with  the  fulfilment  of
 the  aspirations  of  the  increasing  population
 and  the  accelerated  effective  demands  con-
 comitant  to  the  scientific  explorations  and
 changes  in  the  standard  of  living  of  a  section
 of  the  people.  For  increasing  growth  in  the
 macro  economic  front  to  tackle  the  unem-
 ployment  problems  and  other  crisis,  the
 Capital  market  base  requires  to  be  strength-
 ened.  Here  arises  the  need  of  the  diversion
 of  the  household  savings  which  is  larger  in
 volume  for  investment  purposes.  Tocreate
 motivation  among  the  people  for  investing
 their  capital,  small  or  big  whatever  it  may  be,
 in  the  production  sectors  of  the  country,  it  is
 the  stock  market  which  provides  ०  forum  and
 a  service  centre  both  for  buyers  and  for
 sellers.  The  stock  exchanges  attribute  tothe
 Capital  the  merits  of  easy  negotiability,  mar-
 ketability,  and  convertibility.  Honest  inves-
 tors  want  continuity,  liquidity  and  smooth-
 ness.  But  now  in  the  stock  market  the
 presence  of  forces  which  manipulate  premi-
 ums  ,  kerb,  trading,  sub-brokers,  insider
 trading,  equity  fluctuations,  jobbing  brokers
 and  high  degree  of  speculation  and  the
 lacking  in  the  mechanisation  and
 computerisation  of  dealings  and  eattiemart
 of  transacrions,  the  event  of  faults
 innovativeness  of  private  entrepreneurs,  ju-
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 dicious  intervention  and  regulation  by  the
 Government,  adequacy  of  secondary  mar-
 ket  basa,  and  modemisation  of  the  exchange
 operations  are  the  main  factors  whichconsti-
 tute  bottleneck  in  the  trade.

 MR.  CHAIRMAN  :  Please  wind  up.

 SHRI  SUDHIR  GIRI  :  Sir,  |  -  your
 indulgence  for  a  few  minutes  more.

 MR.  CHAIRMAN :  You  should  not  read
 your  speech  like  this.  You  can  make  a
 speech.

 SHRI  SUDHIR  GIRI:  Famcoming  tothe
 conclusion.  The  budget  has  provided  some
 measures  to  help  the  capital  market  for
 development.  The  act  of  raising  the  wealth
 tax  limits  is  a  gain  forthe  corporate  sector  as
 more  savings  would  pour  into  the  secondary
 and  primary  or  new  issue  markets.  This
 would  improve  market  capitalisation  im-
 mensely.  Furtherby  giving  concession  in  tax
 on  income  and  gains  on  overseas  issues  the
 Government  provides  an  opportunity  to  the
 companies  to  fund  their  expansion  and
 foreign  exchange  requirements  forimport by
 placing  more  bonds  In  the  global  market.,  All
 these  things  being  taken  together  it  appears
 that  capital  market  is  poised  to  grow  tremen-
 dousty  in  such  phenomena  ,  the  Govern-
 ment  is  required  to  play  its  due  role  in
 bringing  confidence  of  the  investing  public  in
 the  stock  markets.  Let  us  deal  with  the
 provisions  of  the  Bill  in  the  background  of
 what  |  have  said  The  Bill  provides  for
 checking  lawlessness,  harassment,  of  the
 investors,  manoeuvrings  at  different  stages
 to  cheat  the  Investors  ,  speculation  etc
 Which have  been  the  order  of  the  day  in  all
 the  shares  markets  in  India.  These  corrupt
 practices  have  to  be  checked  and  controlied.
 With  a  view  to  protecting  the  interests  of  the
 investors  ,  promoting  development and  regu>
 lating"the  market  ,  section  ।  of  the  -
 provides  for  regulating  the  business.  it
 provides  for  registering  and  regulating  the
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 workings  of  the  person  connected  with  the
 market

 But  the  meagre  number  of  officials  ap
 pointed  for  such  purposes  would  not  be  able
 to  cope  with  the  situation  and  would  not  be
 able  to  actually  scrutinise  the  fradulent  prac
 tices  being  resorted  to  in  the  trade  market
 The  Central  Government  has  changed  its
 industnal  policy  ,  fiscal  policy  economical
 policy,  trade  policy  etc  The  national  eco
 nomic  sceneno  has  therefore  undergone
 drastic  changes  Such  structural  changes
 call  for  changes  of  modus  operandi  to  check
 the  malpractices  prevalent  in  the  capital
 market

 Section  17  ७  that  Bill  provides  for
 emergency  and  supercession  of  the  Board
 What  are  the  grounds  on  the  02515  of  which
 such  emergency  would  be  declared  and  on
 what  basis  the  supercession  of  the  Board
 will  take  place  ,  has  not  beer  elaborated  in
 the  Bill  That  should  be  elaborated

 Apparantly  the  provisions  to  regulate
 the  share  market  are  good  for  the  commu
 nity,  But  if  convinced  by  the  Government  s
 control  and  intervening  powers  as  apparent
 fromthe  provisions  of  the  Bill,  people  belong
 ing  to  the  middie  strata  come  forward  with
 their  savings  which  they  have  accumulated
 after  mass  sacrifice  for  investment  in  ex
 change  market  and  thereafter  they  are
 cheated  by  the  manipulation  because  of  the
 fault  in  the  working  of  the  Government  ma
 chinery  ,  what  will  happen?  Who  will  take
 care  of  those  honest  investors?

 Sub-section  5  of  section  4  of  the  Bill
 provides  that  the  Chairman  and  the  other
 members  of  the  Board  shall  be  persons  of
 ability  ,  integrity  and  standing  who  are  expe
 rienced  in  the  matters  connected  with  the
 Securities  Market  What  ts  the  critena  and

 who  are  the  persons  to  judge  the  said
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 qualifications  of  the  persons?  Ourfaithin  the
 bureacracy  has  been  of  low  ebb  since  the
 Bofors  evil  natures  which  are  contrary  to  the
 national  interest  are  there  and  these  cases
 point  to  the  limitations  of  the  Government  s
 wishes  All  this  apart  ,  the  very  relaxation  in
 vanous  fields  and  opening  up  the  door  to  the
 multinationals  have  begun  to  reflect  in  the
 economy,  asawhole  Monetised  culture
 at  the  cost  of  all  morals  and  sacrifices  of  our
 forefathers  andthe  people  who  still  standby
 the  multitude  of  the  vast  people  has  started
 to  setin  So,  the  provisions  for  regulation
 of  the  market  may  not  materialise  to  the
 fullest  extent  as  desired

 Furthermore  ,  the  egoistic  behaviour of
 some  of  the  bureaucrats  as  we  have  noticed
 through  strained  experiences  will  spoil  the
 whole  matter  May  !  puta  simple  questionto
 thehon  Minister?  Although  the  constitution
 or  ins  Board  took  pace  wi  1988  SF  tw  08519
 of  the  resolution  adopted  in  1956  why  was
 tt  not  given  powers  to  regulate  the  vicious
 practices  inthe  securities  Market?  When  we
 hearthe  complaints  of  non  receipt  of  divident
 warrants  and  refund  orders  and  also  when
 we  find  newspapers  reports  that  a  lot  of
 investors  have  been  rendered  helpless  we
 actually  feel  pained  but  we  are  helpless to  do
 anything  So,  |  want  to  know  from  the  hon

 Minister  as  to  whether  this  Bill  would
 provide  secunty  to  the  honest  investors

 Sir,  one  apprehension  stnkes  me  very
 much  in  the  securities  market  ,  very  big
 guns  do  fishing  afong  with  the  small  people
 and  tt  ts  the  big  guns  who  are  in  the  habit  of
 fraudulent  activities  and  they  can  withstand
 any  kind  of  onsiaught  against  their  malprac
 tices  They  maintain  a  very  cordial  link  with
 some  of  the  persons  who  are  entrusted  with
 the  act  of  administration  of  the  country  ff
 happens  that  the  Board  goes  against  such
 big  guns  to  halt  thew  nefarious  games,  then
 the  members  of  the  Board  may  be  subjected
 to  removal  or  the  Board  to  supercession  -

 such  events  ,  -  -  protect  the  interests
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 Sir,  conclude  by  saying  that  the  wishes
 of  the  Goverment  apparently  appear  to  be
 very  good,  but  in  actuality  ,  we  have  to  see
 that  the  provisions  of  the  Bill  are  imple-
 mented  in  toto  and  the  share  market  is
 properly  regulated  in  order  to  protect  the
 interests  of  the  honest  investors.

 ?ा  ।  ६
 SHRI  BOLLA  BULLI  RAMAIAH

 (Eluray7— Mr,  Chairman  ,  Sir,  this  Bill  of
 Secunties  and  Exchange  Board  of  india  was
 mainly  introduced  for  the  protection  of  the
 small  share  hoiders  in  the  stock  market  and
 though  it  has  been  initiated  on  12th  April,
 1988,  for  three  years  no  action  had  been
 taken  and  anyhow  ,  on  31st  January  1992,
 the  ordinance  was  passed  realising  the  im-
 portance  of  share  holders  in  the  market.  ।
 15  mainly  intended  to  prevent  speculation
 inside  trading  and  also  to  have  various  con-
 trols  on  the  operations  of  the  merchant
 bankers  registrars,  brokers,  sub-brokers
 and  different  bankers.

 Unfortunately,  enough  amount  ot
 powers  has  not  been  given  for  SEBI.  ॥
 needs  enough  powers  to  operate  effectively

 Both  the  company  law  board  and  the
 Finance  Ministry  have  kept  substantia!  pow-
 ers  fortheir  reference.  do  not  know  whether
 it  serves  the  purpose  for  which  it  has  been
 really  initiated  |  They  do  not  have  the
 powers  also  to  take  action  and  they  can  only
 appeal  back  to  the  Ministry.

 The  Board  is  also  not  fully  representa-
 tive.  Itconsists  of  Chairman  ,  two  members
 fromthe  Finance  Ministry  or  Company  Law
 Board  and  one  from  the  Reserve  Bank  and
 two  nominated  by  the  Government.  |  think,
 this  Board  requires  relevant  representation
 fromthe  federation  and  also  trom  the  share-

 holders,  stock-brokers  and  fromexpenenced
 chartered  accountants  who  are  able to  guide
 them  various  aspects  in  the  operation  and
 the  delivery  of  various  securities  that  are
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 happening  and  to  reduce  malpractices  at
 every  stage.

 The  intention  of  the  Government  is  not
 to  grant  total  autonomy  or  independence
 which  is  evident  trom  the  fact  that  every
 regulation  made  by  SEBI  requires  previous
 approvalofthe  CentralGovernment.  Thus
 SEBI  has  not  been  made  an  ind:  sendent
 Board  which  is  very  much  needed  | ज  inves-
 tors  protection  in  view  of  the  fact  that  the
 office  of  Control  of  Capital  issues  has  been
 abolished.

 Section  ॥  ०  the  Ordinance  imposes  a
 duty  on  the  SEB!  to  protect  the  interests  of
 the  investors  in  securities  andto  promote  the
 development  of  capital  market  by  monitoring
 the  activities  of  various  interrnediaries  such
 as  Registrars  to  the  public  issues,  Merchant
 Bankers  ,  Brokers  etc.  These  powers  are  to
 be  exercised  by  SEBI  only  by  way  of  regula-
 tions  notified  by  the  Government  Thus  in
 effect  the  powers  of  SEB)  are  not  autono-
 mous  and  are  controlled  by  the  Central
 Government.

 Further  under  section  20,  any  person
 aggrieved  by  the  regulation  made  by  SEB!
 can  prefer  appealtothe  Central  Goovernment
 and  thus  there  will  be  again  softening  of  the
 standin  regard  to  various  operations  and  tt
 will  have  different  repercussions  onthe  whole
 system.

 The  Ordinance  amends  Section  10  aif
 the  Capital  Issues  (  Control)  Act  ,  1947
 where  by  any  powers  exercisable  under  that
 Act  can  be  delegated  to  SEB!  However  ,  no
 such  power  can  pe  exercised  by  S:  8  under
 the  Companies  Act  ॥  ७  felt  that  the
 Companies  Act  should  be  suitably  amended
 in  order  to  give  SEBI  certain  powers  under
 the  Companies  Act  specifically  in  the  areas
 of  share  transfers  ,  share  transmission  and
 other  related  matters.

 in  addition  to  this,,  this  speculation



 519  Stat.  Res.  re.  dis-

 सिसली
 10६ 1 89001185 |प्रॉघ (एंव.

 &  Exchange
 a  ance

 [Sh.  olla  ati  25.8  साप

 market  should  be  controlled  effectively  and
 unless  they  are  given  proper  powers  ,  it  will
 not  be  possible  for  them  to  play  an  effective
 role.  in  the  case  of  similar  Exchange  Board
 in  other  countries  ,  adequate  powers  have
 been  given.  SEBI  will  not  be  able  to  deliver
 the  same  types  of  performance  for  which  it
 has  been  established.  Withthe  liberalisation
 of  economy  ,  the  activities  of  present  Stock
 Exchanges  are  causing  an  alarming  situa-
 tion  and  for  the  new  issues,  the  way  in  which
 specially  the  brokers  and  sub-brokers  are
 operating  in  the  primary  market  Is  really
 causing  a  lot  of  anxity.  The  other  operation
 that  are  causing  inside  trading  are  also
 another  big  problem  and  it  requires  a  lot  of
 attention  and  regulations  by  SEB.

 We  also  need  stock  exchanges  not  only
 in  big  cities  but  at  different  places  since
 various  people  have  also  realized  the  impor-
 tance  of  stock  exchanges  even  in  Andhra
 Pradesh  ,  like  Vijayawada  and  other  place.
 Therefore,  these  stock  exchanges  shouldbe
 expanded  The  people  at  other  places  are
 also  interested  in  stock  exchanges,  There-
 fore,  they  should  expand  it.

 Another  thing  ts  the  staff  and
 establisment  of  personnel  for  SEBI  |  am
 really  wondering  whether  the  present  staff
 willbe  able  to  handle  the  amount  of  work  that
 requires  with  the  expanded  activities,  with
 the  liberalised  attitude  of  the  Govemment  as
 they  would  operate  more  and  more  stocks
 People  are  coming  for  the  stocks  and  natu-
 rally  millions  of  small  investors  will  feel  inter-
 ested  in  view  of  the  present  conditions,
 including  the  people  inthe  ruralareas  They
 would  like  to  invest.  In  all  these  aspects  ,  |
 think  it  requires  tremendous  amount  of  sta-
 bility  for  SEBI  in  order  to  see  that  it  really
 serves  the  purpose  for  which  ।  -  intended  ,
 for  the  whole  mass  of  small,  investors  more
 than  anybody  else.
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 In  view  of  that,  ।  once  again  request  the
 hon.  Minister  to  see  whether he  willbe  able
 to  make  proper  provisions  in  order  to  satisfy
 the  small  investors  in  the  stock  exchange
 and  help  them  and  satisfy  them.

 Thank  you  very  much.

 [Translation|

 SHRIGIRDHARILAL  BHARGAVA  :  Mr.
 Chairman,  Sir,  |  also  rise to  support this  Bill.
 thave  to  make  some  suggestions  and  ।  hope
 that  the  hon.  Minister  would  certainly  ap-
 prove  those  creative  suggestions.  Brokers
 have  their  own  specific  ways  to  work  and
 they  maintain  complete  contro!  over  stock
 exchange  The  compulsion  for  their
 registration  with  SEBI  and  its  authority  to
 cancel  the  registration would  only  encourage
 corruption.  How  this  will  be  checked  15  the
 matter  to  be  considered.  The  Governemnt  is
 to  frame  rules  for  the  working  of  SEBI  and  if
 the  Government  frames  all  the  rules  if  and
 the  Central  Government  interteres  in  व  the
 matters,  then  the  purpose  with  which  the  Bill
 has  been  brought  could  not  be  served  .  |  will
 like  to  prove  these  things.  The  Central
 Government  has  interference  in  each  and
 every  matter  in  the  sense  that  the  hon.
 Minister  of  Finance  has  announced.

 [English]

 The  office  of  the  Controller  of  Capital
 Issues  would  abolished.

 [Translation

 H  itis  abolished,  my  submission  is  that
 at  an  intemational  seminar a  suggestion  was
 made  to  find  out  a  way  to  mitigate  the  State
 Government's  interference  in  the  function-
 ing  of  SEB!  but  this  suggestion  cannot  be
 made  effective as  far  as  this  Bills  there.  Our
 basic  intention  in  it  was  to  mitigate  the
 control  of  the  Central  Government.  We
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 {English}

 “SEB!  will  be  a  seperate  agency  but
 functioning  under  the  rules  made  by  the
 Govemment  and  regulations  which  are  for-
 mulated  with  the  prior  approval  of  the
 Govememnt.  tt  implies  that  the  Government
 will  have  complete  control  over  the  constitu-
 tion.”

 [  Translation}

 ॥  means  it  has  no  seperate  identity
 The  entier  SEBI  will  be  under  the  complete
 contro!  of  the  Governemnt  of  India  The
 purpose  of  making  it  an  autonomous  institu-
 tion  could  not  be  served.

 With  regard  to  its  constitution  ।  would
 like  to  submit  that  under  Section  4  and  5
 regarding  Board  of  Directors  it  has  been
 Stated  under  section  4  and  5  that  it  will
 consist  of  a  Chairman  ,  two  members

 [English}

 “Two  members  representing  the  minis-
 tries  of  finance  and  law  and  one  member
 from  the  Reserve  Bank  of  India.  Two  other
 members  will  be  appointed  by  the  Central
 Government

 ।  Translation}

 They  too  will  be  appointed  by  the  Cen-
 tral  Government  |  mean  to  say  that  it  has
 been  stated  in  every  section  that  the  Central
 Govemement  will  have  its  interference.

 {English}

 “The  term  of  office  and  other  condi-
 tions  will  be  prescribed  by  the  Gov-
 emment.  The  Central  Government
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 will  have  थ  right  to  terminate  the
 service  of  the  Chairman  or  a  mem-
 ber  at  any  time  before  the  expiry  of
 the  period  prescribed.  The  govern-
 ment  has  the  right  even  to  super-
 sede  the  entire  Board  and  reconsti-
 tute  it’.

 [Translation]

 ॥  means  that  the  government  intendsto
 take  complete  control  with  regard  to  the
 matters  like  constitution  of  the  Board,  disso-
 lution  of  the  Board  and  also  the  expulsion  of
 the  members  at  its  sweet  will  in  its  hands.
 This  is  something  objectionable.

 {English}

 "The  central  government  will  frame
 rules  under  the  provisions  of  Sec-
 tions  23  (1)  for  the  registration  of
 all  the  intermediates  in  the  securi-
 ties  market.  Third,  the  SEBI  will
 frame  regulations  only  withthe  prior
 approval  of  the  central  government
 and  these  must  be  consistent  with
 the  provisions  of  the  ordinance.”

 [Translation

 ॥  means  that  they  will  frame  rules  and
 regulations  only  after  taking  prior  approval of
 the  Central  Government  and  in  this  way  the
 Government of  india  has  complete  controlin
 every  matter

 Similarly  ,  the  rules  and  regulations
 regarding  vidiation  of  criminal  complaints
 requires  prior  approval  of  the  Central  “gov-
 emment  to  institute  cases

 Fifth  objection  in  it  is  that

 [English]

 “Fifth  ,  itis  significantto  note  that,  under
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 Section  16( (  1),  “the  Board  shall,  in  exercise
 of  its  powers  of  the  performance  of  its  func-
 tions  under  this  ordinance,  be  bound  by  such
 directions  on  questions  of  policy  as  the
 CentralGovernment  may  give  in  writing  from
 rime  to  time.........”

 ।  Translation}

 The  Board  will  have  to  follow  verbal
 instructions  of  the  Central  Govemment  ev-
 ery  time  It  would  not  to  possible  to  make
 SEBI  an  independent  body.

 [English]

 “Sixth  ,  under  section  20  (1),  -  any
 person  aggrieved  by  an  order  made  under
 this  ordinance  or  the  rules  and  regulations
 made  thereunder  may  prefer  an  appeal  to
 the  Central  Government  within  such  time  as
 may  be  prescribed  .”

 ।  Translation)

 He  will  make  an  appeal  within  the
 prescribed  rime.  My  opinion  is  that  in  the
 wake  of  all  these  controls  you  can't  make
 SEBI  an  autonomous  body.  You  will  make
 SEBI  an  ineffective  agency  and  that  not  be
 made  an  independent  body

 The  Goverment  of  India  has  promsed
 the  people  to  eradicate  poverty,  to  bring
 down  the  prices  of  esential  commodities.
 But  it  would  not  be  justified  if  you  keep  SEB!
 under  your  control  in  this  manner.  It  has  also
 been  stated  that  whenever  the  SEBI  frames
 rules  and  regulations,  they  will  be  placed
 before  Parliament  for  approval  Who  broth-
 ers  to  place  them  so  easily.  We  have
 experienced  it  in  the  Legislative  Assembly
 and  here  too  ,  -
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 [English

 *  The  legislation  itself  may  authorise
 Governemnt  to  make  rules  and  approve
 ragulations  as  and  when  necessay........  .

 [  Translation]

 This  should  have  been  there,  similarly,

 [English|

 There  are  many  intermediaries  whse
 responsiblities  and  functions  are  to  be  de-
 -०ढ..।.

 [  Translation]

 Ne  one’s  powers  and  functions  have
 been  defined  and  none  has  been  entrusted
 with  the  responsiblity.

 [English]

 “However,  the  SEBi  has  notbeen  given
 even  the  powers  exercised  by  the  Board  of
 Directors  of  the  Bombay  Stock  Exchange”.

 [  Transiation}

 Even  the  powers  exercised  by  the  Di-
 rectors  of  the  Bombay  Stock  Exchange  will
 not  be  enjoyed  by  the  Board  of  Directors
 here  under  aii  these  rules.  Therefore,  it  is
 necessary  for  थ  fair  objective  that  the  entire
 responsibility  is  entrusted  to  somebody  and
 the  Government  of  India  should  not  concen-
 trate  all  the  powers  in  its  hands  and  instead
 decentralise  it  and  make  it  an  autonomous
 body.  Only  then  it  will  be  justified  ,  failing
 which  no  purpose  will  be  served  by  such
 amendments,  no  matterwhich  Governments
 moves  them.  Shri.  Jaswant  Singh  has  sup-
 ported ॥  in  his  speech.  ।  also  support it.  But
 the  hon.  Minister  may  kindly  incorporates  all
 these  suggestions  and  relax  the  control
 maintained  by  the  Central  Goverment  at
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 every  step  only  then  SEB!  would  be  able  to
 function  properly  This  ts  what  i  have  to
 submit.  {  thank  you  for  the  time  you  have
 given  me  to  speak.

 {English}

 SHRI  A.  CHARLES  (Trivandrum):  Mr.
 Chairman, ;.  Tstand  to  support  the  Secu-
 ritias  and  Exchange  Board  of  India  Bill,  1992.
 From  the  Objects,  it  is  clear  that  the  Board  is
 proposed  to  be  constituted  to  protect  the
 interests  of  investors  in  securities  and  to
 promote  the  development  of  ,  and  to  regu-
 late,  the  securities  market.

 An  Ordinance  was  essential.  So,  the
 Ordinance  was  promulgated.  The  main  op-
 position  levelied  by  the  hon.  Members  onthe
 other  side  15  that  there  should  not  have  been
 an  Ordinance.  We  2150  agree  that  in  the
 normal  circumstances,  an  Ordinance  should
 be  promulgated  only  sparingly.  But  in  view  of
 the  fluctuating  situation  inthe  capital  market,
 unusual  00017  that  has  come  in  the  stock
 exchange  becauss  of  the  liberalisation  of  the
 rules  and  regulations  enunciated  the  New
 Economic  Policy  and  in  the  Budget,  the
 Govemment  has  a  responsibility  to  protect
 the  interests  of  the  sharehuiders  especiz'ly
 the  small  investors  who  seeing  the  boom  in
 the  market  will  be  naturally  attracted  to  get,
 |  म  say,  even  undue  proft.  ॥  ४  only  to
 discharge  the  responsibility  of  the  Govern-
 ment,  aGovemmentcommittedto the  people,
 a  Government  that  functions  with  ०  sense  of
 responsibility  we  on  this  side  have  an
 additional  responsibility  this  Ordinance  has
 been  promulgated.  When  the  Parliament  is
 in  session,  naturally  under  the  faw,  it  has  to
 be  replaced  and  the  Bill  has  to  be  brought
 forward.

 1  would,  therefore,  say  that  absolutely
 there  is  no  irregularity  in  promulgating  this
 Ordinance  andto  replace  it  with  the  introduc-
 tion  of  this  Bit.
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 From  what  is  appearing  in  the  press,  it
 ७  clear  that  the  year  1992  is  going  to  be  the
 most  eventful  year  for  the  Indian  capital
 market,  an  year in  which  the  investors,  specu-
 lators  and  market  intermediaries  will  have  to
 feam  ihe  whole  new  way  of  doing  business
 and  trading  in  terms  of  regulations,  institu-
 tions  and  infrastructure.  India’s  share  price
 has  soared  an  all  time  high,  rising  by  about
 80  per  cent  even  in  dollar  terms.  |  feel  this  is
 ०  Note  of  confidence  in  the  newchanges,  the
 initiatives  this  Government  has  very  boidly
 taken,  the  new  thrusts  we  are  now  giving,  ।
 may  say  emphatically,  without  any  reversal
 of  the  policy  that  we  have  been  following  over
 the  last  forty  years.  We  are  now  tryingto  build
 up  on  that  sound  foundation.  When  these
 changes  are  brought  forward,  it  is  the  re-
 sponsibility  of  the  Govemment  to  protect
 every  citizen  of  this  country.  ।  feel  that  the  Bill
 is  very  timely.  ।  is  true  that  a  resolution  was
 passed  in  1988  and  the  Exchange  Board
 was  proposed  to  be  constituted.  But  under
 unusual  ci7cumstances,  the  statutory  pow-
 ers  were  not  given  to  that  Board  and  this  has
 been  brought  only  to  rectify  that.

 Coming  to  some  of  the  provisions  of  the
 Bill  |  would  like  to  draw  the  attention  of  the
 hon.  Minister  to  Clause  4,  sub-clause  1  (b).
 है  says:

 **  Two  members  from  amongst  the
 Officials  of  the  Ministry  of  the  Central  Gov-
 emment  dealing  with  finance  and  law.”  This
 lacks  clarity.  ।  feel  the  intention  of  the  Gov-
 ermment  is  to  draw  one  each  from  the  Fi-
 nance  Ministry  and  the  Law  Ministry.  But  the
 Clause,  as  it  stands  now,  ७  notclear  whether
 two  Gan  be  from  the  Finance  Ministry  or  two
 can  be  from  the  Law  Ministry  or  one  each
 shouldbe  from  each  Ministry.  If  the  intention
 is  that  one  each  should  be  from  each  Minis-
 try,  the  wording  should  have  been:

 *One  each  from  amongst the  officials  of
 the  Ministry  of  the  Central  Government
 dealing  with  finance  and  law.”
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 As  it  stands,  |  feel  that  there  is  a  little
 confusion.  |  would  request  the  hon.  Minister
 to  look  into  it.  If  my  impression  15  correct,
 Necessary  correction  may  be  made.

 Again  under  Sub-Clause  1  (d),  some
 words  have  been  put  that  is  “tobe  appointed
 by  the  CentralGovernmentਂ  and  they  are  not
 necessary.  Sub-Clause  4  of  Clause  4  takes
 care  of  this.  Sub-Clause  1  of  Clause  4  deals
 with  the  constitution  and  sub-Clause  4  of
 Clause  4  deais  with  the  appointment.  There,
 it  has  been  clearly  stated  that  the  Chairman
 and  members  referred  to  in  clauses  a  andd
 of  Sub-Section  1  shall  be  appointed  by  the
 Central  Government  and  the  members  re-
 ferred  to  in  clauses  b  and  c  of  that  Sub-
 section  shall  be  nominated  by  the  Central
 Government  and  the  Reserve  Bank  of  India
 respectively.  ॥  is  very  clear.  |  do  not  know
 why  under  Sub-Clause  1  (d),  these  words
 have  been  put  that  15  “to  be  appointed  by  the
 Central  Government”.  It  is  redundant  and  it
 1s  confusing.  |  feel  that  it  has  to  be  deleted.

 So  also,  in  Sub-Ciause  2  of  Clause  4  tt
 has  been  stated  that  the  general
 superintendence,  direction  and  management
 of  the  affairs  of  the  Board  shall  vest  in  थ
 Board  of  members.  ।  would  like  to  know
 whether  there  is  any  difference  between  the
 Board  and  the  term  Board  of  members
 because  in  Definition  Clause,  there  is  no
 mention  of  Board  of  members.  Sub-Clause
 2  says  that  the  general  superintendence,
 direction  and  management  of  the  affairs  of
 the  Board  shall  vest  in  a  Board  of  members
 which  may  exercise  व  powers  and do  allacts
 and  things  which  may  be  exercised  or  done
 by  the  Board.  That  goes  to  show  that  some
 sort  of  distinction  ७  soughtto  be  made  by  this
 Clause  between  the  Board  of  members  and
 the  Board  as  such.  If  that  is  so,  who  really
 constitutes  the  Board  of  members?  That  will
 have  to  be  explained.

 Coming to  page  15  Notes  on  Clauses,
 Clause  4  provides  for  the  constitution  of  the
 Board of  members  consisting  of  a  Chairman,
 two  whole-time  members  to  be  appointed  by
 the  Central  Government  and  two  members
 to  be  nominated  by  the  Central  Government
 and  one  member  by  the  Reserve  Bank  of
 India.  Now  that  only  shows  that  the  whole
 Board  or  all  members  of  the  Board,  are
 members  of  the  Board  of  members.  Then
 why  should  this  distinction  be  there  in  Sub-
 Clause  2  of  Clause  47  1  would  request  the
 hon.  Ministerto  look  into  this  and  see  whether
 that  clause  is  in  order.  And  to  avoid  confu-
 sion,  it  may  be  said  that  the  general
 superintendence,  direction  and  management
 of  the  affairs  shall  vest  in  the  Board.  If  that  is
 what  is  meant,  then  the  term  Board  of  mem-
 bers  is  not  necessary.

 Again  in  Clause  5,  Sub-Clause  1  says
 that  the  term  of  office  and  other  conditions  of
 service  of  the  Chairman  and  the  members
 referredto  in  clause  (d)  of  Sub-Section  (1)  of
 Section  4  shall  be  such,  as  may  be  pre-
 scribed.  But  what  about  the  term  of  office  of
 the  members  appointed  by  the  Government
 from  amongst  the  officials  of  the  Ministnes
 and  fromamongstthe  officials  of  the  Raserve
 Bank  of  India  under  Clauses  9  andc  of  Sub
 Clauses  (1)  of  Clause  4?  They  are  Govern
 ment  Servants  and  their  service  conditions
 will  be  governed  by  the  corresponding  ser
 vice  conditions  of  the  department.  So,  theit
 terms  of  office  should  be  specified.  ff  not,  it
 will  resuk  in  some  sort  of  difficulty  in  future
 even  though  there  is  saving  in  Sub-Clause  2
 for  terminating  the  services  of  members  and
 that  the  Government  is  empowered  to  take
 action  under  Clause  also.  But  those  are  all
 general  clauses  andthe  period  orthe  term  of
 these  members  will  have  to  be  specified  in
 the  legislation so  that  if  they  are Government
 Servants,  they  shall  not  continue  in  the
 Board  indefinitely.  lf  that  -  the  intention,  that
 shouldbe  specified.  Anyway,  ifeel  that  there
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 is  some  lack  of  clarity  in  that  section.  On
 Page-7,  Clause 15  (2)  it  is  stated:

 “  The  accounts  of  the  Board  shall  be
 audited  by  the  Comptroller  and  Auditor-
 General  of  India  at  such  intervals  as
 may  be  specified  by  him...”

 Why  not  annual  auditing  of  accounts  is  made
 compulsory?  ॥  shail  be  annual  auditing  and
 not  as  wished  by  the  CAG.

 Here  again  in  sub-clauses  (2),  (3)  and
 (4)  there  is  some  sort  of  contradiction.  Sub-
 Clause  (3)  of  clause  15  says:

 “The  Comptroller  and  Auditor-General
 of  India  and  any  other  person  appointed
 by  himin  connection  with  the  audit  of  the
 accounts...”

 That  means  the  CAG  need  not  arrange  for
 the  audit  through  his  office  or  officials  alone.
 Heiscompetentto  appoint any  other  person.
 In  sub-clause  (4)  also  the  same  power  is
 given.  But  in  sub-clause  (2)  “  any  other
 personਂ  is  not  given.  |  feel  if  it  is  the  intention
 of  the  Government  that  either  the  officials  of
 the  CAG  orany  other  persons  authorised  by
 the  CAG  are  competentto  audit  the  account
 of  the  Board,  “  any  other  personਂ  shall  be
 included  in  sub-clause  (2)  also.  That  may
 also  be  kindly  looked  into.

 On  Page-10,  in  clause  26  there  is  a
 Provision  to  go  to  the  court  of  law  |  think
 there  Is  over  centralisation  in  the  Govern-
 ment;  |  x  not  wish to  comment  any  more  on
 that.  ।  says:

 "No  court  shall  take  cognizance  of  any
 offence  punishable  under  this  Act  or  any
 rules  or  regulations  made  thereunder,
 Save  on  ०  complaint  made  by the  Board
 with  the  previous  sanctions  of  the  Cen-
 tral  Govt.”

 In  Clause  12  there  is  a  provision  for  registra-
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 tion  where  persons  and  institutions  can  reg-
 ister.  they  have  got  any  complaint  they  will
 have  to  apply  to  the  Board;  the  Board  sits
 together,  they  consider  it  and  take  a  deci-
 sion.  In  case  the  Board  recommends,  that
 too  with  the  previous  approval  of  the  Central
 Government,  the  courts  will  act.  lfeelthat  the
 real  justice  will  be  delayed  to  the  sharehoid-
 ers  or  persons  who  have  registered  their
 genuine  complaints  and  it  will  take  a  long
 time  to  redress  their  grievances.  So  that  may
 also  be  kindly  looked  into.

 1  am  thankful  that  this  legislation  has
 come  at  a  time  when  the  capital  market  is
 facing  a  lot  of  challenges.  1am  sure  the  1988
 legislation  did  not  have  the  necessary  teeth.
 tt  15  an  attempt  to  provide  the  necessary
 teeth  to  take  care  of  the  real  problems  of  the
 investors  and  shareholders.  So  ।  support  this
 Bill.

 Thank  you.

 ।  Transfation]

 (sun
 NITISH  KUMAR  (Barh):  Mr.  Chair-

 man,  Sir,  this  Bill  has  been  brought  forward
 by  the  Government  now.  However,  the  Se-
 curity  and  Exchange  Board  of  India  ७  al-
 ready  functioning  since  1988,  under  a  notifi-
 cation  of  the  Government.  Now  the  Govem-
 ment  proposes  toconstitute  it  through  an  Act
 of  Parliament.  its  real  objective  should  be  to
 ensure  proper  functioning  of  the  Board.  To
 achieve  that  end,  it  should  be  duly  empow-
 ered.  This  Board  could  have  worked  more
 efficiently,  but  perhaps  on  ०  suggestion  from
 the  World  Bank  that  there  should  be  an
 independent  authority to  regulate  the  capital
 market,  the  Government  has  come  out  with
 this  Bill.  A  thorough  scrutiny  of  the  Bill  may
 make  one  fee!  that  it  affects  the  autonomy  of
 the  Board.  -  fact,  itis  aneye  wash.  There  will
 be  two  officers  onthe  Board  one  each  from
 the  Ministry  of  Finance  and  the  Ministry  of
 Law.  There  was  a  tussle  between  the  Minis-
 try  of  Finance  and  the  Ministry  of  Law  over
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 the  issue  of  powers  of  these  officers.  One
 officer  in  addition  to  these  officers  from  the
 Reserve  Bank  of  India  would  alsobe  there  on
 the  Board.  in  this  way,  there  will  be  two
 officers  nominated  by  the  Government  along
 with  a  nominated  Chairman  and  these  could
 be  terminated  on  three  month's  notice.  ह
 means  that  the  Government  wants  to  treat
 the  Members  of  Security  Exchange  Board  as
 a  peon  or  even  worse.  They  have  no  secu-
 rity.  Though  the  Security  Exchange  Board  of
 india  is  meant  to  take  care  of  the  interest  of
 investors  and  regulate  the  capital  market,
 but  the  nominated  members  of  the  Board
 have  no  security.  The  Bill  2150  does  not
 specify  as  to  who  would  be  nominated  as  the
 Member  of  this  Board.  Nobody  knows
 whether  experts  would  be  nominated  on  the
 Board  or  somebody  else  paying  frequent
 visits  to  Rameshwar  Thakur  or
 Kumarmangalam  would  be  nominated  as  a
 Member  of  the  Board.  In  this  respect  the
 provisions  of  the  Bill  should  be  specific  so  as
 to  secure  the  interests  of  investors  particu-
 larly  the  interest  ot  the  small  investors.

 Secondly,  |  would  like  to  suggest  that
 unless  there  Is  some  serious  allegation
 against  a  Member  of  the  Board,  he  should
 not  be  terminated  before  the  expiry  of  his
 term.  However,  incase  of  a  specific  charge
 involving  some  financial  irregularity  in  par-
 ticular  against  a  member,  he  should  be
 removed  from  the  Board.  But  if  a  Member
 takes  strong  action  against  the  persons  op-
 erating  in  the  stock  exchange  who  come
 from  the  higher  strata  of  society  and  have
 direct  contacts  with  the  influential  people  in
 the  Government.  He  should  have  powers  to
 take  such  action.  In  the  present  situation,
 how  can  the  Board  take  such  an  action  as  it
 has  to  seek  the  prior  approval  of  the  Finance
 Minisiry  for  it.  ह  means  that  in  fact  there  is  no
 autonomy  and  this  Bill  has  been  brought
 here  just  to  mislead  the  people.
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 in  spite  of  a  boom  in  the  capital  market,
 Man  Mohan  Singh's  budget  serves  the  inter-
 ests  of  only 3  per  cent  of  the  population.  है  is
 only  with  the  interests  of  this  particular  sec-
 tion  of  people  in  view  that  an  ordinance  was
 also  promulgated  within  no  time.  Otherwise,
 the  Board  already  functioning  there,  could
 have  been  given  adequate  powers.  But  it
 seems  that  the  World  Bank  issued  instruc-
 tions  and  the  same  has  been  abided  by  the
 Government.  Infact,  they  are  not  in  favour  of
 giving  autonomy  to  the  Board  and  want  to
 keep  the  total  control  of  it  क  their  hands.  They
 dislike  the  very  idea  of  the  smooth  function-
 ing  of  the  Board.  As  such,  this  Bill  seeks  to
 put  various  checks  and  restrictions  in  this
 regard

 {would  like  to  suggest  that  if  the  Govern-
 ment  is  genuinely  interested  in  making  it  an
 independent  regulatory  authority,  it  should
 give  adequate  powers  to  the  Board.  What
 else  can  the  S.E.B.1.  do  if  itis  not  capable  of
 taking  any  action?  What  other  authority  does
 it  have?  ॥  anyone  suspects  that  some  irregu-
 larity  is  there  in  a  particular  stock  exchange,
 it  should  be  detected.  What  will  be  the  role  of
 S.E.B.1.  in  this  situation.  For  that  purpose,  it
 is  not  well  equipped.  If  it  is  to  be  made
 effective  in  the  real  sense,  it  should  be  given
 autonomy  and  while  making  selection  of  its
 members,  it  should  be  ensured  that  the
 interests  of  small  investors  are  duly  pro-
 tected.  The  position  of  the  members  of  this
 Board  is  worse  than  that  of  a  peon.  in  other
 words,  the  tenure  of  the  members  should  not
 be  left  to  whims  and  fancies  of  the  Govern-
 ment.  Such  a  situation  should  not  be  allowed
 to  permeate.  ॥  should  be  given  powers  to
 enable  it  to  act.  This  is  our  submission.

 Since  the  turnover  from  Bombay  is  the
 highest,  the  headquarters  of  S.E.B.I.  has
 been  kept  there.  Oursubmissionis  that  Delhi
 being  the  capital  of  India,  should  also  have
 this  kind  of  an  arrangement  so  that  there  is
 direct  control  of  the  Goverment  on  the
 SEBI.  ॥  is  in  view  of  the  maximum  trading
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 activities  in  Bombay  that  the  Government
 have  chosen  this  city  forthe  head  quarters  of
 SEB!  However,  there  should  be  a  centre  or
 this  kind  of  an  arrangement  should  be  made
 not  only  in  Defhi,  but  in  all  the  metropolitan
 cities  of  the  country  With  these  words,  |
 thank  you

 “~~

 [English]

 SHRIPRITHVIRAJD  CHAVAN  (Karad)
 Sur,  Inse  to  supportthis  Bill  This  Bill  replaces
 the  ordinance  which  was  promulgated  in
 January  this  year  Since  1985  Government
 under  the  Prime  Ministership  of  late  Raj
 Gandhi  followed  certain  policies  of
 liberalisation  Industnal  growth  rate  during
 that  penod  was  one  of  the  highest  ever
 recorded  ॥  was  sustained  dunng  this  entire
 penodtill  1989  elections  when  we  seemed  to
 have  hit  the  wall  In  Apn!  1988  given  the
 healthy  development  of  the  capital  market,
 the  Government  constituted  the  Securities
 and  Exchange  Board  of  India  ॥  was
 recognised  that  such  ०  regulatory  and  devel
 opmental  body  15  required  to  channelise  the
 savings  into  the  industnal  sector  ।  was
 sought  to  be  based  on  the  pattern  of  the
 Secunties  and  Exchange  Commission  of  the
 USA  and  similar  bodies  those  operating  in
 many  industnalised  Western  countnes

 During  the  last  three  years  the  Board
 has  gained  valuable  expenence  in  order  to
 address the  needs  of  three  groups  of  people
 the  issuers  of  the  secunties  the  investors
 and  the  intermediaries  Today,  there  are
 over  15  million  investors  Most  ०  them  are
 very  small  middie  income  people  and  pen
 stoners,  who  are  trying  to  invest  their  money
 in  public  companies  India  has  one  of  the
 largest  saving  rates  among  the  developing
 countnes  Today,  due  to  the  liberalised  polt
 cies,  dynamic  policies,  growth  oriented  poli
 cles  of  the  Government  there  is  a  tremen
 dously  active  capital  market,  share  issues
 are  being  oversubscribed  tens  of  times  and
 hundreds  of  ttmes  There  are,  in  fact  too
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 many  investors  trying  to  chase  too  few  shares
 There  ts  a  danger  that  or  the  small  Investor
 mught  get  into  the  trap  of  misleading  adver-
 tisements  and  might  get  hurt  Therefore,  the
 time  has  come  now  to  give  more  statutory
 powers  tothe  SEBI  That's  expectly  what  the
 Government  has  done

 There  was  acriticism  about  the  need  for
 issuing  an  ordinance  One  could  argue  that
 ordinance  could  have  been  delayed  But  the
 pace  with  which  the  reforms  were  taking
 place  had  generated  such  a  tremendous
 confidence  ot  a  common  investors  in  the
 future  of  this  country  that  people  were  rush
 ing  to  invest  ह  was  necessary  to  signal  that
 Government  really  ntended  to  give  teeth  to
 the  SEBI  to  regulate  the  capital  market  and
 also  to  give  a  warning  to  the  unscrupulous
 intermedianes  who  might  take  advance  of
 the  situation  Thatis  why  the  government  did
 not  wait  tll  the  beginning  of  Parliament  ses
 sion  and  the  ordinance  was  issued  |  do  not
 think  there  is  much  to  be  read  into  it  We  all
 agree  that  this  is  a  very  welcome  Bill  We
 could  differ  about  the  powers  given  to  the
 SEBI  There  ts  definitely  a  compiaint  that
 Central  Government  still  retains  a  lot  of
 control  over  the  working  of  SEB!  1  humbly
 submit  that  an  institution  of  this  nature  can
 not  be  created  overnight  In  other  countries
 tthas  taken  decades  for  these  institutions  to
 function  heatthily  We  can  certainly  come
 back  later  and  try  to  give  it  more  autonomy
 than  what  ts  being  given  today

 16  00  hrs.

 One  thing  that  ts  certain  15  that  the  Central
 Government  would  only  retain  its  supervi
 sory  role  in  watching  the  growth  of  this
 organisation  and  see  whether  it  is  really  and
 functioning  properly  and  meeting  the  objec
 tives  which  have  been  stated  ॥  has  to
 regulate  and  develop  a  healthy  capital  mar
 ket  After  sometime,  Government  will  cer
 tainly  grant  it  more  freedom,  independence
 and  autonomy  More  powers  will  come  as
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 the  institution  matures.  It  will  be  worthwhile
 nothing  that  there  are  already  compiaints
 from  the  stock  brokers  that  this  Bill  goes  too
 far,  and  that  too  much  powers  are  already
 given  to  the  SEBI  by  this  Bill  and  that  they
 have  already  deen  controlled  quite  substan-
 tially  and  what  needs  to  be  controlled  are  the
 other  institutional  intermediaries  and  not  the
 stock  brokers.

 The  Bill  needs  to  clarity  the  position  of
 the  Controller  of  Capital  Issue.  Government
 has  said  that  the  CCl  or  the  Government  will
 not  play  any  role  in  deciding  the  premium.
 Thecompanviesare  free  to  charge  any  amount
 of  premiumas they  want.  Itis  a  very  welcome
 Step.  But  Section  32  provides  that  the  exist-
 ing  legislation  would  continue.  tt  needs  to  be
 clarified  the  separation  of  powers  between
 SEBI  andthe  Company  Law  Board  andCCl.

 |  will  conclude  by  giving  some  sugges-
 tions.  The  financial  position  of  the  company
 has  got  to  be  clearly  indicated.  The  present
 mechanism  of  half-yearly  and  audit  report,
 etc.  needs  to  be  looked  into.  There  is  a  need
 to  strengthen  this  mechanism  so  that  there
 is  full  transparency  in  the  finances  of  a
 company,  in  order  to  make  the  picture  clear
 to  the  public.  ft  should  be  made  mandatory
 and  that  information  such  as  paid-up  capital
 and  the  subscribed  capital  alongwith  the
 names  of  the  Executive  Directors  should  be
 indicated  in  all  the  communications  coming
 out  to  the  public  from  the  company  and  not
 only  the  prospectus,  but  all  advertisements,
 and  even  in  the  letter  heads.  This  minimum
 information  should  be  there  in  whatever
 communication  coming  out  to  the  public.
 This  practice  is  followed  in  many  European
 countries

 Another  suggestion  though  not  directly
 related  to  the  Bill  but  is  important  to  be
 mentioned.  There  is  a  tremendously  over
 heated  canital  market  and  many  companies

 are  coming  out  with  premium  issues.  The
 Central  Government  should  impose  tax  on
 the  premium  amount.  Something  like  10
 percent  tax  should  be  imposed  on  all  the
 premium  and  this  tax  should  be  credited  to
 the  National  Renewal  Fund.  We  have  the
 National  Renewal  Fund  but  we  are  not  clear
 from  where  the  money  is  to  come.  We
 require  a  huge  amount  of  money  and  |  think
 premium  tax  would  be  a  very  good  source.
 Companies  which  are  profitable  and  will
 teach  huge  benefits  from  premium  issues,
 should  be  taxed  to  the  rate  of  10  per  cent.

 w
 A  fair  and  efficient  Securities  market  is

 an  important  requirement  to  channelise  the
 flow  of  savings.  ।  6  necessary  in  order  to
 build  a  healthy  industrial  society.  SEBI  must
 eventually  evolve  into  a  very  powertul
 organisation  what  the  RBI  is  to  banks,  SEBI
 should  be  to  the  capital  market.  |  request  the
 House  to  support  the  Bill.

 (Translation)  ...-  भ

 SHRI  SHANKER  SIMEL.VAGHELA
 (Godhra):  Mr.  Chairman,  Sir,  the  hon.  Minis-
 ter  has  introduced,  the  S.E.B.1.  Bill,  1992  in
 the  House.  |  welcome  it.  He  had  to  bring  it  in
 ०  hurry  as  the  common  man  is  taking  partici-
 pation  in  share  market.  Earlier  there  were
 eight  stock  exchanges  in  the  country.  With
 the  passage  of  time  there  has  been  an
 increase  in  their  number.  Their  number  has
 come  to  eighteen  now.  in  the  past,  a  com-
 mon  man  was  not  investing  in  it.  But,  these
 days  he  is  investing  in  it.  Earlier,  big  houses
 and  big  families  were  making  investment.
 Now  small  people  too,  are  making  invest-
 ment  in  it.

 Mr.  Chairman,  Sir,  we  must  take  care  of
 these  small  people.  The  S.E.B.1.  Bill  should
 take  care  of  these  people  and  educate  them.
 ftshouldtrain  themas  to  which  company and
 which  share  -  better for  transaction  for  the
 purpose  of  better  return.  The  Government
 should  make  an  arrangement to  educate  the
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 ‘share  holders  and  common  investor  so  that
 their  interests  may  be  safeguarded  ॥  ४  भ
 humble  request

 16.05  hrs.

 (SHRI  RAM  NAIK  tn  the  chai

 ॥  the  small  share  holders  lose  the  con-
 fidence,  the  mad  race  in  share  market  will
 come  to  anend  Today,  the  share  market  15
 at  ts  height  Generally,  the  man  who  used
 his  excess  amount  in  purchasing  gold  or
 urban  land,  ७  investing  थ  in  share  market
 today  ॥  he  loses  his  confidence,  the  whole
 share  market  willcome  down  The  Govern-
 ment  will  not  be  able  to  control  the  mad  race
 insnare  market  [herefore,  the  Government
 should  pay  attention  to  a,  first  of  ali

 Mr  Chairman, Su  there  !sa  speculation
 and  mad  race  inthe  shate  market  ai  presen:
 The  company  which  spends  maximum
 money  on  advertisements  is  succeeding  ।
 selling  tts  issues  at  tte  earhesl  The  Govern
 Ment  should  fix  the  पजा  regarding  adver-
 tisement  budge  for  ali  companies  There
 shouid  be  a  limit  on  advertisement  budget
 Keeping  in  view  What  ont  Jaswant  Singh
 anu  Otte  Guligagues  Nave  said  the  Govern
 ment  51130  curu  the  expenditure  on  adver
 tisemeurts  Apart  from  the  rate  of  shares
 Sponsurey  by  Stock  ux  hange  every  day,
 more  information  should  be  given  to  inves
 tors  reganhng  the  moles  ol  the  conipany
 which  ts  emher  under ऑ  1+  नि  orts in  liquida-
 tion  Peapie  invest  their  money  in  companies
 which  are  in  liquidation,  without  thinking  हॉ
 the  company  ७  in  liquidation,  it  should  be
 mentioned  in  the  list  issued  by  the  Stock
 Exchange  Withthe  words  ‘with  liquidation’  in
 brackets  These  companies  should  be
 banned  The  Government  should  declare  tt
 publicly  that  these  are  unprofitable  compa-
 nes,

 Mr.  -  Sir,  the  rates  of  shares

 are  going  up  many  times  than  ७  original
 value  Margin  money  should  be  increased  in
 case  there  15  a  hike  of  more  than  20%  ina
 year  in  a  share  of  any  company  ॥  the  rates
 increase  continuously,  then  the  margin
 money  may  be  increasedt.om  20%  to  100%
 ॥  we  increase  the  margin  money  upto  100%,
 we  would  be  able  to  control  the  shares  A
 common  investor  may  be  nominated  as
 Director  tn  the  Board  of  Directors  He  should
 be  knowledgeable  person  as  regards  the
 concept  of  share  market  If  unknowledgeable
 persons  are  made  Directors,  the  interests  of
 common  investor  could  not  be  safeguarded
 Aqualified  andknowledgeable  person  should
 be  appointed  to  the  post  After  his  appoint
 meant,  corruption  takes  place  at  the  time  of
 issuing  cards  People  offer  Rs  3  lakhs  tor
 obtainingacard  Thecorruptionis  generated
 by  those  people  who  are  appointed  from
 here  and  who  have  made  it  ०  political  profes
 sion

 twill  conclude  my  speech  after  saying
 one  thing  Mr  Chairman,  Sir  some  compa
 nies  make  ofters  to  others  to  attract  them  in
 abadmanner  lamanM  ?  They  offered  me
 the  post  of  Chairman  to  the  Board  ot  Direc-
 tors  of  the  Company  |  was  Governor  earlier
 But  now  tamnot  In  this  way  they  make  an
 offer  to  an  ex-Governor  or  ex-Minister  and
 nominate  him  as  Chairman  temporanly  Af
 ter  few  months,  when  the  issues  are  closed
 he  is  removed  trom  his  post  The  officials  of
 a  Company  came  to  me  The  name  ot  the
 Company  ts  (J  S1SA,  indo-Japan  Photo
 Films  Company  Limited,  40  Community
 Centre,  Narayana  New  Detht)  {  asked  the
 name  of  the  Chairman  of  the  Company
 They  answered  General  Malhotra  |  said  ॥
 General  Malhotra  was  the  Chairman  of  this
 Company,  you  could  do  any  business  with
 him  Today,  General  Malhotra  is  not  there
 This  Company  ७  ०  big  fraud  it  collects
 crores  of  rupees  from  general  public  by  way
 of  fraud  Reputed  people  are  nominated  till
 the  closure  of  issues  and  then  they  are
 removed  after  the  issues  are  closed
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 Through  you,  ।  would  like  to  say  that
 those  who  are  appointed  as  Chairman  or
 Directors  in  the  Boards  of  Directors  should
 remain  there  at  least  for  5  years.  ft  would  be
 their  responsibility  for  5  years  to  ensure  the
 smooth  functioning  of  the  Company.  What-
 ever  the  status  of  the  Company  may  be,
 distinguished  people  should  be  given  a
 chance  to  come  forward.  ॥  should  be  en-
 sured  that  people  are  not  removed  after  the
 closure  of  issues.  -  the  people  of  some
 status  remain  in  the  Company,  they  will  use
 theirstatus  in  the  irterest  of  investors  and  in
 the  interest  of  the  company  and  not  in  the
 interest  of  some  mischievous  persons  of  the
 company.  |  would  like  that  such  type  of
 system  should  be  set  up.  ॥  should  be  in-
 quired  into  and  good  people  nominated  to  it.

 1  would  like  to  submit  one  thing  more.  है
 acompany  gets  the  excess  amount  than  the
 issued  shares,  it  should  be  made  compul-
 sory  for  the  company  to  deposit  the  excess
 amount  in  Banks.  This  amount  should  not  be
 left  with  the  owner  of  the  Company  or  with
 people  issuing  the  shares.  The  amount  for
 which  the  shares  are  issued  should  remain
 with  the  company  and  the  excess  amount
 should  be  deposited  in  Bank.  The  Bank  and
 the  company,  should  return  the  amount  with
 interest  to  the  concemed  investors  whose
 name  have  not  been  shown  in  the  allotment
 hst  of  shares.  Such  type  of  system  must  be
 introduced  Otherwise,  it  has  been  observed
 that  the  people  of  the  Company  does  not
 return  the  excess  amount  for  months  to-
 gether.  Who  will  check  the  interest  earned  by
 the  Company  over  Rs.  200-300  crore  as
 excess  amount  for  2-3  months.  ॥  forms  a
 iarge  sum.  Bank  institution  should  come  in
 the  picture  and  ॥  should  remain  the  custo-
 dian  of  the  excess  amount.  Only  the  capital
 equivaient  to  issues  should  be  given  to  the
 Company.  The  Bank  should  give  interest  on
 the  excess  amount  farthe  period it  keeps  the

 money  with  it  and  should  return  the  same  to
 the  concerned  investors.

 In  the  end,  ।  would,  like to  say  that  when
 the  common  man  came  forward,  the  S.E.B.1.
 had  to  assume  greater  role.  You  should  take
 care  to  educate  the  common  man.  Now-a-
 days,  many  bogus  companies  arecoming  up
 in  the  market.  It  will  be  known  from  the
 advertisements  appearing  in  newspapers
 daily  that  bogus  companies  are  coming  up  in
 large  number.  ft  must  be  ensured  that  this
 responsibility  should  fie  on  the  Board  of
 Directors  of  each  company.  The  Board  of
 Directors  ot  each  company  should  function
 at  least  for  5  years.  The  excess  amount
 should  be  deposited  in  Bank.  There  should
 be  some  arrangement  to  punish  those  who
 are  fyund  indulging  in  any  bungling.  Allthese
 factors  should  be  taken  into  account  and  in
 real  sense  the  S.E.B.1.  should  be  made  a
 body  for  the  welfare  of  common  investors.  tt
 is  my  submission.

 SHRI_KAMLA  MISHRA  MADHUKAR
 (Motihari):  Mr.  Chairman,  Sir,  outwardly the
 Bill  appears  to  be  very  good  but  we  doubt
 hon.  Minister's  real  intention  because  it  has
 been  said  in  the  statement  of  Objects  and
 Reasons  of  this  Bill  that  it  has  been  intro-
 duced  inthe  House  to  protect  the  interest  of
 the  investors  and  to  regulate  the  market.
 None  can  have  any  objection  if  the  Govern-
 ment  really  intends  to  do  so.  But  it  does  not
 seem  to  be  so.  The  fact  is  that  the  World
 Bank  ts  dictating  its  terms  to  our  Govern-
 ment.  This  Bill  has  been  introduced  to  follow
 the  policies  of  the  World  Bank.  One  can
 understand  if  the  hon.  Minister  talks  of  pro-
 tecting  the  interasts  of  native  investors  but
 he  5  inviting  the  foreign  investors  alongwith
 it.  Iknow  that  we  need  it,  but  we  have  to  keep
 it  in  mind  that  we  should  protect  the  interest
 of  the  native  investors  and  should  not  en-
 courage  the  foreign  investors  because  they
 are  already  equipped  with  ail  facilities  and
 resources.  Keeping  in  view the  fact  that  there
 is  corruption  in  this  work,  hope  that  the  hon.



 541  Stat.  Res.  re.  dis-
 val  of  Securities  &  Exchange

 तब  सर एसिड 2.
 ing  the  course  of  his  reply  to  the  discussion
 whether he  wants  to  follow  the  dictates  of  the
 World  Bank  or  he  wants  to  protect  the  inter-
 ests  of  India.  We  want  a  clear-cut  reply.

 Underthe  provision  of  the  Board,  which
 you  have  constituted,  only  the  officials  of  the
 Central  Government,  Ministry  of  Law  or  the
 Ministry  of  Finance  would  be  its  members.  1
 am  unable  to  understand  as  to  how  inves-
 tors’  interest  can  be  protected  throughthem.
 ।  wish  that  you  should  make  it  clear  whether
 investors  have  any  role  to  play  in  the  Board.
 ithas  not  been  saldclearly  whetherthey  may
 become  members  of  the  Board  or  not.  ।
 request  that  these  investors  should  also  be
 made  members  of  the  Board  so  as  to  enable
 them  to  protect  their  interests  in  real  sense.
 Another  point to  which  you  should  pay  atten-
 tion  is  stability  in  the  capital  market  as  has
 been  stated  in  the  statement  of  objects  and
 Reasons  of  the  Bill.  Sir,  how  can  we  achieve
 this  stability  through  this  Bill?  This  is  no  time
 for  stability  in  the  capital  market  which  is
 vibrating  in  real  sense.  We  do  not  think  that
 the  present  situation  in  the  country  or  for  that
 matter  that  present  Government  will  con-
 tinue  because this  situation  willchange  when
 the  Communist  parties  start  their  agitation
 against  the  ill  effects  of  the  Government's
 policies.  Prices  are  rising  and  so  do  the
 poverty  due  to  the  Government's  policies.
 An  agitation  is  brewing  against  it.  So  you
 should  keep  it  in  mind  that  the  strides  which
 the  capital  market  ७  making  are  not  lasting
 ones,  Alongwith  tt  there  should  be  provision
 to  protect  the  investors  interests.  You  have
 Said  thai  there  is  a  right  to  appeal  and  that  its
 accounts  are  open  for  inspection  through
 other  medium.  But  |  would  like  to  say  that  this
 provision  should  be  removed  so  that  right  of
 verification  could  be  reserved  exclusively for
 Comptroller  and  Auditor  General  of  India.
 Doubts  have  been  raised  several  times  on
 this  point  in  Parliament.  These  questions
 were  raised  when  you  were  not  in  power.
 Moreover,  Is  there  any  guarantee  of  proper

 -  10,  1914.0
 (SAKA)  ange

 Securities  and  542
 Board  of  India  Bit

 checking  through  other  medium?  How  can
 you  protect  the  interests  of  the  native  inves-
 tors  against  the  interests  of  foreign  investors
 and  invansion  of  foreign  capital  when  your
 policy  favours  the  latter?  This  point  should
 also  be  incorporated  in  the  Bill  so  that  the
 Zeal  to  invest  the  money  could  be  main-
 tained,  capital  invested  by  the  native  inves-
 tors  could  grow  and  national!  policy  oninvest-
 ment  could  be  developed.  The  objective  of
 the  Bill  is  good  but  Government's  intention
 appears  to  be  bad.  Having  said  this,  |  con-
 clude  my  speech.

 [English  ह

 SHRIK.P.  RADDAIAH  (Machilipatnam):
 Mr.  टीं;  “Sir, न  डि  to  support  the
 Securities  and  Exchange  Board  of  India  Bill,
 1992  brought  by  the  hon.  Finance  Minister
 and  the  Law  Minister.  The  main  object  of
 bringing  this  Bill  is  to  safeguard  the  interest
 $  of  the  smalt  investors.  Without  going  into
 the  details  of  all  other  aspects  which  were
 discussed  and  narrated  by  the  other  party
 Leaders,  |  will  speak  only  on  one  issue  and
 that  is  the  composition  of  the  Board  Mem-
 bers.

 Sir,  this  has  been  done  as  if  we  were  in
 1947.  When  such  legislations  were  framed
 earlier,  the  towering  personalities  like  Pandit
 Jawaharlal  Nehru,  Rajandra  Babu  and
 Vallabh  Bhai  Patel  were  there.  Now,  the  time
 has  changed  and  the  moral  values  have
 been  changed.  Therefore,  in  the  present
 context,  if  the  Government  ७  really  coming
 forward  to  safeguard  the  interests  of  the
 small  investors,  itshould  have  abroadbased
 Board  and  not  with  all  the  Gove  nment  offic-
 ers.  For  example,  there  will  be  a  Chairman,
 two  Members  from  the  Finance  and  Law
 Ministries,  one  Member  trom  the  Reserve
 Bank  of  India  and  two  Members  will  be
 appointed  ornominatedby  the  Government.
 All  are  nominated  only  by  the  Government.
 Where  is  the  opportunity  to  hear  the  view
 points  of  others?  Therefore,  ।  request  the are



 hon.  Finance  Minister  and  the  Law  Minister
 to  make  the  Board  broad-based by  duly
 appointing  one  person  from  any  federation,
 one  person  from  the  Stock  Exchange  and
 one  eminent  person  like  Mr.  Nani  A  Patkhivala
 or  some  other  person  who  has  got  experi-
 ence  and  whose  credentials  are  not  in  doubt.
 Therefore,  |  request  the  hon.  Finance  Minis-
 ter  not  to  experiment  in  futility;  हैं  anything  is
 to  be  done,  it  should  be  done  in  such  a  way
 so  that  it  willcreate full  confidence  inthe  mind
 of  the  public.  Therefore,  the  composition  of
 the  Board  Members  should  be  changed  with
 provisions  to  nominate  from  these  three
 sections  of  the  society.

 Suppose  any  corruptionisgoing  on,  any
 fraudulent  thing  is  going  on,  it  startes  from
 the  very  beginning;  it  starts  from  the  broker
 or  the  licences.  While  giving  a  registration
 certificate  at  various  centres,  you  must  give
 a  thought,  before  taking  action  after  some-
 thing  has  happened,  that  only  persons  with
 integrity,  with  commitment  and  honesty  shall
 be  selected  as  brokers  and  agents.  There-
 tore,  in  the  first  instance  Itself,  we  have  to
 give  athoughito  select  persons  with  integrity
 and  honesty.

 Clause  25(2)  says  that  the  Govem-
 ment,  at  any  time,  without  notice,  can  re-
 move  the  Chairman  andthe  Members  After
 the  Notional  Front  Govemment,  we  are  ex-
 pecting  every  two  years,  one  year,  that  there
 may  be  achange  in  the  Government.  So,  as
 soon  as  a  new  Government  comes,  defi-
 nitely  they  will  give  a  notice  to  terminate  the
 Chairman  andthe  Members;  that  should  not
 be  the  case.  Before  any  Government  nomi-
 nates  a  Member  or  the  Chairman,  they
 should  give  a  thought  about  the  integrity  and
 honesty  of  a  person.  And  when  ०  Govem-
 ment  has  changed,  they  should  not  give  a
 notice  to  terminate  the  Chairman  and  the
 Members  of  the  Board.
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 t  must  thank  the  Government  for  bring-
 ing  this  new  Bill  whereby  the  real  check  on
 the  blackmoney, the  Illegal  money  earned  by
 the  people of  this  country,  who  usedto  invest
 inthe  real  estate,  will  be  there.  Now  the  trend
 has  been  changed.  They  are  putting  their
 money in  the  share  market.  ttis  a  good  thing
 because  ॥  will  give  boom to  the  industry.  But
 there  should  be  some  mechanism  to  detect
 this  blackmoney  which  is  being  pumped  into
 the  share  market.  Therefore,  the  Govern-
 ment  should  give  a  thought  to  have  ०  sepa-
 rate  mechanism  how  the  shares  are  being
 purchased,  from  whom  they  are  being  pur-
 chased;  and  a  register  should  be  maintained
 of  the  real  shareholders  who  should  come
 there  and  sign;  all  sorts  of  checks  should  be
 there  so  that  we  can  catch  hold  of  the
 blackmoney  people.

 With  these  words,  |  thank  you  for  giving
 me  an  opportunity  to  speak.

 क  े  न  १

 SHRI  SYED  _SHAHABUDDjN
 (Kishangan])  Tihank  you  for  giving किड  वा
 opportunity  to  intervene  in  this  debate.  |
 welcome  this  Bill.  ।  is  ,  in  fact,  a  measure
 which  will  go  a  long  way  to  protect  the
 interests  of  the  small  investors  many  of
 whom  are  inexperienced  and  are  entering
 the  capital  market  for  the  first  time.

 oon

 1  want  to  make  only  two  points.  |  would
 like  to  mention  that  in  Section  4  the  quaiifica-
 tions  of  two  members  have  been  ५  unde-
 fined.  I  feei  itis  an  important  lacuna  in  the  Bill
 and  some  indication  shoutd  have  been  given
 in  the  act  itself  about  the  requisite  qualifica-
 tions  and  experience  of  the  persons  who  are
 to  be  appointed  as  members,  apart  from
 those  who  are  to  be  nominated  from  the
 Ministry  of  Finance  and  the  Reserve  Bank of
 India.

 ।  suggest  that  while  framing  the  regula-
 tions  the  Government  shall  take  care  of  that.
 1  am  not  trying  to  suggest  any  names  but  |
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 suggest  that  both  the  industry  and  the  public
 life  ०  India  should  be  represented  inthis  very
 important  institution.

 Secondly,  {  would  like  to  suggest  to  the
 hon.  Ministerforconsideration thatthe  Board
 should  be  directed  to  have  a  special  cell  ora
 special  office  for  advising  and  counseling
 about  the  procedure  of  investment  to  the
 smail  investors.  |  think  it  is  a  very  important
 step,  there  .  an  information  gap  and  the  full
 tacllities  of  the  expanding  market  cannot  be
 democratically  available  to  a  larger  section
 of  the  people  unless  such  a  counseling
 service  is  provided  by  the  Board.

 My  last  point  is  about  Sections  11  and
 12  read  together.  ।  find  that  the  basic  pur-
 pose  of  the  Board  is  to  regulate  the  activity
 of  the  stock  brokers  etc.  and  it  also  says  that
 it  has  to  monitor  the  activities  of  the  stock
 exchanges.  It  may  be  due  to  my  ignorance
 but  ।  would  like  the  hon.  Minister  to  clarify
 whether  this  Board  shall  have  the  power
 either  to  de-establish  the  existing  stock  ex-
 changes,  if  they  do  not  work  properly,  or  to
 establish  stock  exchanges  in  new  places
 where  new  investment  activity  has  arisen
 and  where  it  is  possible  and  desirable  to
 bring  in  a  large  number  of  small  investors
 and  to  provide  a  stock  exchange  within  an
 easy  distance.

 Therefore,  ।  would  like  the  hon.  Minister
 to  explain  whether under  Sections  11  and  12
 the  powers  that  are  there  will  not  be  limited
 merely  to  the  monitoring  of  the  activities  of
 the  stock  brokers  as  individual  firms  or  mont-
 toring  stock  exchanges  and  infact  recognising
 and  derecognising  establishing  and  de-es-
 tablishing  the  stock  exchanges  themselves.

 With  these  words_Lsupport  the  Bil.

 SHRULRAMESHWAB  ”  .Sir,  |
 am  gratetul to  the  hon.  Members  for  the
 valuable  contribution made  by  them.  A  aum-
 ber  of  useful  suggestions  and  constructive

 1
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 suggestions as  one  hon.  Member  mentioned,
 were  given  to  us.

 Ai  the  outset,  would  like to  mention  that
 while  framing  the  regulations  we  shail  cer-
 tainly  keep  in  mind  these  valuable  sugges-
 tions.  We  will  try  to  ensure  that  the  working
 of  the  Board  ts  strengthened  to  fulfil  the
 objectives  for  which  the  Board  had  been
 established.

 |

 Many  hon.  Members  have  just  men-
 tioned  about  —particularly  in  the  opening
 remarks  of  Shrimati  Geeta  Mukherjee  the
 boom  the  stock  market,  particularly  the  re-
 cent  boom.  in  this  connection,  |  would  like  to
 mention  that  the  stock  exchange  has  a  long
 history  in  our  country.  It  has  more  than  than
 one  hundred  years  history.  The  first  stock
 exchange  was  establishing  in  Bombay  in
 1875.  And  thereafter,  various  other  stock
 exchanges  were  a0  established.  The  first
 time  when  the  stock  exchanges were  brought
 under  regulation  was  under  the  Securities
 and  Contracts  Regulation  Act of  1956,  which
 came  into  force  from  20th  February  1957.  At
 that  time  there  were  five  stock  exchanges  in
 the  country.  As  we  are  all  aware,  at  the
 moment,  we  have  22  reguiar  stock  exchanges
 and  we  have  a  large  number  of  investors.
 The  number  of  investors  has  gone  as  one
 hon.  Member  has  mentioned  up  to  15
 million  and  the  number  is  increasing  day  by
 day.

 Mrs.  Geeta  Mudhrjee  has  mentioned
 that  there  has  been  a  spurt  in  market,  a
 boom,  and  it  touched  the  new  figure  of  3,
 800;  whether  it  will  be  able  to  sustain  and
 whether  the  Board  willbe  able  to  regulate  the
 activities  of  the  stock  exchange.  |  would  like
 ta,  mention  that  this  boom  in  the  market,
 particularly  after  the  Budget,  indicates  the
 confidence  of  the  investing  people  in  the
 future of  our  economy  and  the  policies that
 the  new  Govenment  have  adopted  in  the

 field  of  industrial  growth,  in  the  field  of  trade
 and  fiscai  policies.  And  combined wih  that  ,
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 the  bold  and  pragmatic  Budget  brought  out
 by  the  Finance  Minister  has  given  a  new
 boost  to  the  stock  exchange.  And  we  find
 teally  the  stock  exchange  has  surpassed  all
 other  stock  exchanges,  the  peak  level  of
 altogether  including  London  stock  exchange,
 Tokyo  stock  exchange.  This  is  also  ०  sign  of
 the  faith  of  the  investing  public  in  the  economy
 of  the  country  and  the  activities  of  the  stock
 market.

 |  think,  our  regulations,  our  laws,  and
 our  institutions,  are  so  well  organised  andthe
 policy  frame  under  which  they  are  working  is
 weil  developed  and  regulated;  there  should
 not  be  undue  apprehension  in  the  mind  of  the
 investors  that  there  would  be  any  kind  of  so-
 called  crash  in  the  stock  market.  Normal
 conditions  at  the  moment  are  such  that  as
 one  hon.  Member  has  said,  and  this  is  the
 study  by  many  experts  in  the  country  and
 abroad  there  is  likely  to  be  a  long  run  bullish
 market  in  India.  This  is  the  reading  at  the
 moment  and  this  depends  on  many  factors
 in  future.

 Shrimati  Geeta  Mukherjee  wanted  to
 know  as  to  what  are  the  arrangements  if
 there  is  over-subscription.  We  have  a  regu-
 lar  arrangement.  ।  is  actually  not  guided  by
 this  Board  but  ।  5  under  the  Companies  Act.
 First  they  are  required  to  keep  money  in
 Seprate  accounts  and  refund  within  the  time
 stipulated  with  interest,  where  the  money  is
 kept  overdue.  and  therefore,  there  is  nosuch
 fear  and  certainly the  Boardwill  also  take  into
 consider  this  aspect.

 The  suggestions  made  by  Shri  Jaswant
 Singh  include  particularly  regarding  adver-
 tisements.  On  that  he  has  expressed  his
 concem.  And  it  is  a  fact  that  Mutual  Funds
 have  given  advertisements  recently  and  in
 the  past  also.  in  this  connection  |  would  like
 to  mention  that  recently  the  Government  of
 india  have  issued  guidelines  to  the  Mutual
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 Fund  and  to  the  SEBI  in  regard  to  advertise-
 ments.

 This  portion  is  given  in  guideline  no.
 14.5:

 *  SEBI  shall  lay  down  acommon  adver-
 tising  code  for  all  mutual  funds  to  com-
 ply  with”.

 The  other  one  is  given  in  guideline  no.
 14.6:

 *  All  mutual  funds  will  be  expected  to
 submit  to  SEBI  the  texts  of  the  market-
 ing  literature  and  advertisements  is-
 sued  to  the  investors”.

 And  the  third  one  is  given  in  guideline
 no.  14.7:

 “The  marketing  and  publicity  brochures
 for  each  scheme  shail  properly  disclose
 the  investment  objectives,  the  method
 and  periodicity  of  valuation  of  invest-
 ments,  the  exact  method  and  periodicity
 of  sales  and  purchases  and  other  de-
 tails  considered  by  SEB!  to  be  essential
 for  investors.”

 These  guidelines  have  been  issued  only  last
 month  and  we  hope  that  these  guidelines  will
 be  followed  by  all  the  mutual  funds  and
 others  who  advertise  in  this  behalf.

 SHRIMATI  GEETA  MUKHERJEE:  You
 said  that  this  is  being  monitored,  i.e.  over
 subscription  as  well  as  the  retum  of  the
 money  to  those  who  did  not  have  the  oppor-
 tunity  to  buy  the  share  is  being  monitored  by
 the  Company  Affairs  Department.  Are  you
 satisfied  with  our  monitoring?

 S  RAMESHWAR  THAKUR:  If  there
 is  any  deficiency  in  over  subscription,  and  if
 there  are  complaints,  necessary  action  is
 being  taken.  But,  now,  it  -  not  like  the  past
 one.  There  are  now  effective  steps  being
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 taken  particularly  in  the  case  of  over  sub-
 scription.  There  are  many  Issues  where  we
 have  over  subscription  and  under  the  provi-
 sions  of  the  Companies  Act,  this  is  being
 regulated  and  the  companies  are  answer-
 able  for  over  subscription  and  the  refund  of
 the  money  interest  also  if  there  is  an  over
 delay  in  refunding  the  amount,  that  is  there.

 In  regard  to  the  level  playing  field  men-
 tioned  by  Shri  Jaswant  Singhji,  as  we  are  all
 aware,  it  has  been  done  and  in  the  budget
 Speech  of  the  hon.  Finance  Minister,  this
 aspect  has  been  dealt  with.  So  far  as  the
 reform  of  the  stock  exchange  is  concerned,
 now  SEBI  has  been  charged  with  the  re-
 sponsibility that  it  has  toequally  deal  with  and
 make  all  the  necessary  reforms  that  are
 necessary.  We  are  all  aware  that  after  this
 enactment  when  the  regulations  are  made  in
 detail,  various  other  aspects  which  have
 come  to  our  notice  or  where  suggestions
 have  been  made  bythe  hon.  Members  willbe
 taken  into  consideration  in  providing  them  in
 the  regulation  to  be  framed  for  the  SEBI.

 About  the  return  of  allotment  application
 money,  |  have  just  mentioned  and  it  was  a
 point  mentioned  earlier  also.  This  15  very
 important  point.

 SEB!  has  been  asked  to  draft  take  over
 and  merger  regulations  because  for  future,
 we  want  that  there  must  be  a  regular  if  not  on
 individual  basis,  but  there  must  be  regular
 proposition  which  shoutd  be  drafted  by  the
 SEBI.  In  fact,  the  draft  papers  have  already
 been  circulated  and  we  have  sought  for  the
 suggestions  and  when  the  suggestions  are
 received,  these  will  be
 finalised.(  Interruptions).

 A  mention  has  also  been  made  in  regard to
 the  constitution  of  the  Board.  Many  Mem-
 bers  have  mentioned about  this  thing.  We
 have  a  composition of  taam in  which  there
 wit be  three  representatives of  the  Govern-
 ment  and  two  persons  will  be  nominated to

 -  10,
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 it.  ॥  would  be  ensured  after  taking  your
 valuable  suggestion  into  consideration.  Per-
 sons  with  proven  अ.  ability,  maturity  and
 experience  will  only  be  nominated  so  that
 they  can  look  after  the  interests  of  the  people.

 The  suggestion  whether  there  could  be
 a  representative  of  the  stock  exchanges,
 needs  careful  consideration  because  SEBI
 is  to  regulate  the  affairs  of  the  s*ock  ex-
 change.  ह  we  take  the  person  fromthe  stock
 exchange  itself,  whether  he  will  be  com-
 pletely  independent  or  not,  but  he  must  have
 the  experience  of  dealing  with  the  stock
 exchange.  So,  that  aspect  will  be  taken  into
 consideration.

 Shri  Bhargava  and  other  friends  have
 also  made  suggestions  with  regard  to  the
 direction  to  be  given  by  the  SEBI.  SEB!  will
 exercise  its  authority.  In  any  law,  we  havethe
 residual  powergiventotheGovernment.  So,
 in  circumstances  where  it  becomes  abso-
 lutely  necessary  togive  direction,  suchdirec-
 tion  will  be  given.

 With  regard  to  two  Directors,  those
 Directors  shall  not  only  be  experts  but  willbe
 whole  time  2150  and  they  will  look  after  the
 interests of  the  various  people.  SEBI  willtake
 into  consideration  not  only  regulating  the
 stock  exchanges  but  will  also  take  into  con-
 sideration  the  formation  of  the  stock  ex-
 changes.  We  have  twenty-two  stock  ex-
 changes.  There  15  already  a  Report  of  the
 Pnerwant  Committee  which  has  suggested
 the  establishment  of  additional  stock  ex-
 changes,  which  is  under  consideration  of  the
 Government  now.  But  whenever  any  per-
 mission  is  granted,  it  will  take  into  consider-
 ation  all  the  possible  aspects.  So,  rere  is  a
 desirable  growth  of  stock  exchanges.  When
 there  is  necessity  and  if  all  other  conditions
 are  fulfilled,  after  careful  examination  they
 wil  be  alowed.

 As  regards  the  other  suggestions  made
 by  the  hon.  Members,  the  basic  goal  Is  to
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 protect  the  interests  of  the  investors  and  to
 regulate  the  affairs  in  such  a  way  that  there
 is  no  difficulty.  Alithose  aspects  will  be  taken
 care  of  by  the  SEBI  and  by  this
 Act  and  the  regulations  created  thereunder.
 Therefore,  |  am  hopeful  that  some  of  the
 provisions  which  the  hon  Members  have
 got,  will  be  taken  into  consideration  and  we
 will  have  a  healthy  growth,  as  is  indicative  of
 the  present  stock  exchange  position  In  fu-
 ture  also  we  will  have  a  heaithy  growth  of
 stock  exchanges  which  is  indicative  of  the
 strength  of  the  economy  and  the  future  of  the
 economy.

 With  these  words,  |  commend  the  Billto
 be  passed  unanimously.

 MR.  CHAIRMAN:  Since  Shrimati  Geeta
 Mukherjee  is  not  present  in  the  House,  |  am
 putting  the  Statutory  Resolution  to  the  vote
 of  the  House.  The  quastion  Is:

 “That  this  House  disapproves  of  the
 Securities  and  Exchange  Board  of  india
 Ordinance,  1992  (Ordinance  No  5  of
 1992)  promulgated  by  the  President  on
 the  31st  January,  1992."

 The  motion  was  negatived

 MR.  CHAIRMAN:  The  House  will  now
 take  up  the  Motion  for  Consideration  There
 15  an  amendment  to  the  Motion  for  consider-
 ation  by  Shri  Girdhari  Lal  Bhargava

 ।  Translation|

 SHRIGIRDHARILAL  BHARGAVA:  Sir,
 |  seek  leave  of  the  House  to  withdraw  my
 amendment.

 [English]

 MR.  (ननिषििति चि:  Has  the  hon.  Member

 leave  of  the  House  to  withdraw  his  amend-
 ment?

 SOME  HON.  MEMBERS:  Yes.

 Amendment  No.  1  was,  by  leave,  with-
 drawn.

 MR.  CHAIRMAN:  The  question  Is:

 *  That  the  Bill  to  provide  for  the  estab-
 lishment  of  a  Board  to  protect  the  inter-
 est  of  investors  in  securities  and  to
 promote  the  development  of,  and  to
 regulate,  the  securities  market  and  for
 matters  connected  therewith  ० inciden-
 tal  thereto,  be  taken  into  consideration.”

 The  motion  was  adopted.

 MR.  CHAIRMAN:  We  shail  now  take  up
 clause-by-clause  consideration  of  the  Bill.

 MR.  CHAIRMAN:  There  are  no  amend-
 ments  to  clauses  2  ang  3.  The  question  is:

 “That  clauses  2  and  3  stand  part  of  the
 Bill.”

 The  motion  was  adopted.

 Clauses  2  and  3  were  added  to  the  Bill

 MR.  CHAIRMAN  (Shri  Ram  Naik):  There
 is  an  amendment  by  Shri  Hari  Kishore  Singh
 He  ७  not  here.  ।  shall  put  Clause  4  to  vote  of
 the  House.

 The  question  is:

 “That  Clause  4  stand  part  of  the  Billਂ

 The  motion  was  adopted .

 Clause  4  was  added  to  the  Bit,

 MR.  CHAIRMAN: There  are  no  amend-
 ments  to  clause  5  to  35.
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 The  question  is:  Casss  and  other  Taxes  on  \minerals  (Valida-
 tion)  Ordinance,  1992  (Ordinance  No.7  of

 “That  Clauses  51035  andthe  schedule  =:  1992)  promulgated  by  the  Presidenton  the
 stand  part  of  the  Bill’  15th  February,  1992”

 The  motion  was  adopted  Certan  States  havebeen  imposingcess

 Clause  5  to  35  and  the  Schedule  were
 added to  the  Bill

 MR.  CHAIRMAN:  The  question  ts:

 “That  clause;  the  Enacting  formula  and
 the  Long  title  stand  part  of  the  Bill.”

 The  motion  was  adopted.

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

 SHRI  RAMESHWAR  THAKUR:  Ibeg  to
 move:

 “That  the  Bill  be  passed”.

 MR.  CHAIRMAN:  The  question  15:

 “That  the  Bill  be  passed”.

 The  motion  was  adopted.

 16.47  hrs.

 STATUTORY  RESOLUTION
 RE.DISAPPROVAL  OF  THE  CESS  AND

 OTHER  TAXES  ON  MINERALS
 (VALIDATION)ORDINANCE

 AND
 CESS  AND  OTHER  TAXES  ON

 MINIERALS  (VALLIDATION)  BILL.

 SHRI
 गा

 दिलेਂ
 "

 “That  this  House  disapproves of  the

 and  other  taxes  on  miners.  This  had  been
 struck  down  by  Courts  including  the  Su-
 preme  Court  of  india  in  different  cases.  As
 aresutt  of  the  judgement  in  these  cases,  the
 State  Governments  became  liable  to  refund
 cess  and  other  taxes  collected  by  them.

 [Transiation}

 The  Superme  Court  and  several  High
 Courts  of  india  have  give  judgements  to
 refund  cess  and  other  tatsxes  collected  by
 the  State  Governments.  This  ordinance  has
 been  promulgated  to  stop  the  act  of  refund-
 ing  the  money  because  the  State  Govern-
 ment  have  spent  the  amount  on  their  devel-
 opmental  activities.

 Madhay  Pradesh  has  to  retund  Rs.91
 crore  and  Orissa  Rs.  12  crore.  How  will  they
 be  able to  refundit?  The  taxpayers  are  lakhs
 in  number.  Who  will  receive  it?  This  is  a
 problem  before  the  Central  Government.

 This  is  afact  that  CentralGovernmentis
 not  going  to  be  benfited  by  imposing  the
 cess.  The  State  Government  have  spent  it.
 and  several  State  Government  have  थ
 peated  to  the  Central  Governments  to  pass
 altaw  so  that  they  may  not  have  to  refundthe
 money.

 MySubmission  is  that  there  were  two
 cases,  one  of  themwas  that  of  Moessers  Fero
 Alloys  Corpotion  Orissa  Udyog  and  second
 was  Orissa  cement  Vs.Orisa  State-

 क्  ALR.1991-S  ८  818-55  and  the  second  was *
 Orissa  Cement  Vs.  State  of  Orissa
 A.LR.1991  SC  1671-1771. 100 100  not  meanto
 say  that  the  Government does  not  want  to

 get  the  refund  but  the  Stat  Governments
 have  requested  you  to  do  so.  Is  is  essential


