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MR. SPEAKER: The House shall now take up Item No.15 of today's List of Business. The time allotted for its discussion is four hours.

THE MINISTER OF LAW, JUSTICE AND COMPANY AFFAIRS AND MINISTER OF SHIPPING (SHRI ARUN JAITLEY): Sir, I beg to
move:

"That the Bill further to amend the Companies Act, 1956, be taken into consideration."

Sir, I am grateful to you for having permitted me to introduce the Companies (Second Amendment) Bill, 2000.

Sir, in the year 1996 an expert Committee had been appointed by the Government of India which prepared a comprehensive report
and suggested several changes to be brought about to the Indian Companies Act. On the basis of the report, in 1997 a
comprehensive Bill running into several hundred clauses had been introduced in the House and thereafter since it was felt that a
discussion on the entire Bill or legislating on the entire Bill in one go may not be very simple, therefore, in the year 1999 − on several
aspects which had been suggested − the Government of India had proclaimed an Ordinance which was subsequently accepted by the
House as a Bill. Several amendments to the Companies Law had been introduced. 1999 amendment deals with several important
aspects such as provision for sweat equity in favour of employees, a provision for buy-back of shares has simplified nomination facility
to the legal heirs and representatives of deceased shareholder, enforcement of standard accounting practices and the most
important, setting up of an Investor Education Fund. Those amendments, which were incorporated in the Bill, have since been a part of
the Act and have been functioning to the fullest of satisfaction. On the basis of several other suggestions which had been made, a Bill
was introduced in the year 1999 to bring about several other amendments into the Companies Act.

A reference was made to the Standing Committee, which has since examined the matter at length, and this House also has had the
benefit of a detailed report of the Standing Committee. In brief, some of the provisions which have been introduced by virtue of these
amendments include the following: There is re-definition of some phrases which have been done in the new proposed amendment.
For instance, the word 'dividend' now also includes interim dividend because in some cases interim dividend is declared by the
companies. A mandatory provision has been made that dividend is now required to be paid to the share-holders within 30 days
instead of 42 days. The Standing Committee has given a recommendation which I commend to this House for acceptance. As far as
interim dividend is concerned, that has to be paid within a lesser period of five days from the declaration to the share-holder itself.

Another amendment relates to laying down of criteria for minimum capital for any company to be registered under the Companies Act.
For Private Limited company the limit is Rs.1 lakh and for Public Limited Company, the limit is Rs.5 lakh. This provision has been
introduced in order to ensure that there is a certain basic minimum capital in each company so that fly by night operator, who without
any reasonable share capital register companies and dupe investors, are discouraged.

There is yet another provision, that even when the registered office of a company is located within a State and it is to be transferred
from that State within the geographical limits of that State, an approval of the Regional Director is required. Earlier, such an approval
was required only when there was an inter-State transfer of the office of the company.

Sir, it has been felt that provisions relating to some private companies to be deemed as public companies with passage of time and
the experience of corporate governance, seem to have become somewhat redundant and, therefore, there has been a suggestion to
delete those provisions. Similarly, there were several provisions in the Companies Act dealing with managing agents, etc. which have
not been implemented and which have become irrelevant, the suggestion is that those provisions which have now become irrelevant
to the commercial world may also be deleted. Similarly, powers with regard to market regulations, which were earlier within the ambit
of the Companies Law, have since been transferred to SEBI. So, all the market regulatory functions under the Companies Act are also
proposed to be deleted because there is a separate legislation which confers jurisdiction upon the SEBI to deal with this.

With regard to investor protection, several important changes have been suggested in this Act. For instances, clause 19 seeks to
amend Section 58(A) of the principal Act. Under this provision, the Company Law Board has been given special responsibility in
relation to the interest of the small depositors. Every company which defaults in repayments to the small depositors shall within 60
days give an intimation to the Company Law Board. After that, the Company Law Board, after enquiring into it will pass appropriate
order either on the basis of this information or on the basis of its own suo motu motion within 30 days of the intimation with regard to
the payment. There is deterrent on companies which do not return the moneys to the small depositors. Now, they shall not be
permitted to take any further deposits if they defaulted in complying with the orders of the Board in repayment of the moneys to the
small depositors.

Several offences under the Companies Act provided for penalty. The penalty amounts on account of inflation and on account of the
falling value of the currency itself have become inadequate. Therefore, across the Board most of the offences are now punishable with
penalty amounts which have almost been increased ten times over and above the earlier amount.

There are several provisions with regard to ensuring corporate democracy. Clause 75 seeks to amend Section 192(A) of the principal
Act. Earlier under the Companies Act the voting is essentially either by the shareholders of the company who are present or by proxy.
For the first time, a provision for postal ballot has been introduced. The Standing Committee has suggested that the phrase `postal
ballot' be re-defined as also to include the new technologies which are available, namely, electronic voting. That is to say, that the
shareholders who would neither attend the meeting of the company nor are represented through the proxy but are sitting in their own
offices or houses at far flung places can exercise that right by a postal ballot which will also include electronic voting. The Government
strongly commend that this suggestion also requires to be accepted.

Sir, there are several other provisions with regard to payment of dividend which I have already mentioned. It is under Clause 88 of the
Act. There are further provisions with regard to inspection of the books of accounts of the company which have been made. In fact,
Clause 95 which deals with Section 217 is also a new Chapter in corporate governance. For the first time, in the Companies Act, the
annual report of the Broad shall also include the Director's Responsibility Statement. Now, this Director's Responsibility Statement



shall be in relation to the accounts which the Director approves. So, the Directors will no longer be allowed to take a plea that they
have, without applying themselves, signed on those accounts and so they are not responsible for any inaccuracies in the accounts.
Therefore, each Director will be responsible. There are standard accounting practices which have been made applicable and each
Director has to make responsibility statement that he has personally perused the accounts and that he is satisfied with the accounts
that he has signed. This is intended to bring an element of responsibility and transparency into corporate governance.

Sir, as I have already mentioned, certain obsolete provisions have now been deleted. There is also a provision in Section 102 and
Section 103 under which some of the comments of sub-auditors have to be highlighted. There is a provision which has been made in
regard to those comments.

Sir, there was a provision which was suggested in Clause 122 with regard to representation of some minority shareholders on the
Board of each company. Two kinds of views on the subject had been expressed. One is that on optional basis, an option can be given
to these companies that in case a procedure be laid down and if the companies exercise the option with regard to the representation
of one minority director of small shareholders, this provision, in the first instance, is not to be mandatory. Under this amendment, it is
optional in the first instance itself.

There are several other responsibilities. In case companies have not filed their annual return, the consequences will come upon the
companies and upon the directors of the companies if they are directors of one company which has defaulted. They can be directors
of the defaulting company and continue to run several other companies. There is now some responsibility which will be attached to
them with regard to other companies in which also they are directors.

The maximum number of companies in which a person can be a director has been reduced from 20 to 15.

Clause 134 is an important provision which has been introduced with regard to the constitution by the Board of an Audit Committee.
This Audit Committee is expected to independently audit the accounts of the companies. The Board is bound by the report of the
Audit Committee. Certain amount of power and autonomy has been given to the Audit Committee. In case the Board disagrees with
the observations of the Audit Committee, the entire matter is required to be placed before the general body of the company. There is
also a provision that companies beyond a certain threshold limit of Rs.10 lakh should have a whole time Secretary of the company.

These are several amendments which have been suggested to the Companies Act. I may add a word to what I have started with. The
original suggestion was to comprehensively amend the entire Act. But, since the Standing Committee has gone into it in stages, in
1999 the first part of the amendments has already been legislated. The second part has been debated at considerable length. The
Government has taken a conscious view after going through each of these provisions and the report of the Standing Committee.

I, therefore, with the amendments which are proposed, commend to this hon. House that the Companies (Second Amendment) Bill be
accepted.

 

MR. SPEAKER: Motion moved:

"That the Bill further to amend the Companies Act, 1956, be taken into consideration."

 

SHRI SHIVRAJ V. PATIL (LATUR): Mr. Speaker Sir, the Companies Act, 1956, is a very bulky and complicated
legislation. In the years gone by, many amendments have been introduced to the original Act. Yet, the Act has not
become really small, simple, easy to understand, and easy to implement. Therefore, it has become very necessary
that the entire legislation is examined very carefully and the Act is amended.

What should be done to make this law more acceptable? It should become less bulky. The amendments which have
been introduced by the Government have reduced the number of sections. It should become less complicated and
more simple to understand and implement. It should provide facilities to those who want to establish companies, run
companies and contribute to the development of the economy.

We are living in an era when these companies would be required to compete with the companies in other countries.
The law should facilitate, encourage and help our companies to be able to compete with them. There are interests
of the investors to be protected and they should be protected. I must say that the second amendment tries to
protect the interests of investors, the small share holders and the depositors to a very great extent. If something
more could be done, it would be very useful.

This law should help modernisation - modernisation in management, modernisation in technology adoption and
utilisation and also in developing technologies. The companies should be able to contribute towards the
development of technologies. In other countries, development of technologies is the responsibility of private
industries.

Whereas in India, this responsibility is shouldered only by the Union Government. So, this law should have some
provisions which should really help these companies to contribute towards the funds which can be utilised towards
the development of technologies. This law should also help our companies to join the mainstream in the world.
Now, these are the objectives which have to be achieved. Unfortunately, many of these objectives have not yet



been touched upon and the law has not been amended in a manner to see that these objectives are achieved.

Now, what does the Companies (Second) Amendment Bill intends to do and has done? It was explained by the hon.
Minister. It tries to remove the redundancies which are there in the law. It enhances the punishment. In some cases,
the punishment is enhanced by ten times. It tries to increase the responsibility of the officers working in the
companies. It tries to enhance the responsibility of the directors, creates and establishes a new concept of Audit
Committee so that auditing of the company can be done in a different and more responsible manner. It protects the
small shareholders and depositors and increases the responsibility of the directors. I must say that these provisions
are salutary provisions. They can be accepted and incorporated in the law.

While commenting on the amending Bill, it may not be easy for anybody to agree with all the proposals as they have
been submitted to this House. There would be nuances and different ideas and views on different clauses. We shall
have to examine these different clauses.

Now, as regards the concept of defunct companies, we have a number of companies registered but these
companies are not working. If the paid-up capital of a private company is expected to be increased to Rs.1 lakh and
the paid-up capital of a public company is expected to be increased by Rs.5 lakhs within the stipulated time and if
that is not done, then the companies which have not done so would be declared as defunct companies. This would
certainly help in administering the companies law in a better fashion and will help us. This is provided in Clause 3.

I will go to the Securities and Exchange Board of India and the Central Government as provided in Clause 16.
Clause 16 reads like this:

"(a) in case of listed public companies;

(b) in case of those public companies which purport to be listed, be administered by the Securities and
Exchange Board of India; and

(c) in any other case, be administered by the Central Government."

Now, the responsibility is shared by these two organisations − the Central Companies Board and the SEBI. I must
say that these two organisations have not done their job in the manner in which they should have.

The SEBI says that it is not in a position to protect the interests of the shareholders because of many reasons. This
aspect has to be very carefully examined. It says that there are many other laws which are creating difficulties in
seeing that the interests of the small shareholders, depositors and the investors are protected. If this is not done, if
it is not given any authority or the teeth and if it is left as it is , the purpose of amending the law will not be fully met.
That is why, it has become necessary not only to examine the existing Companies Act but also it would be
necessary to examine many other laws and many other policies also to see that these two organisations are helped
to function in a proper manner. I am making this point because we have found that those who are working in the
SEBI sometimes are feeling helpless, throwing their hands up and saying that it has not been possible for them to
fulfil their duties because of some laws and policies. This aspect has to be examined if we really want to strengthen
our corporate activities.

In clause 19, the small depositors' interests are protected. Clause 19 (a) reads like this:

"The intimation under sub-clause 1 shall be given within 60 days from the date of default."

 

It has to be examined whether we can reduce the period from 60 days to 45 days. Or, it has to be examined
whether this time should be increased. According to some, this time is not enough. According to others, this time is
more than what is required. So, this aspect should be very carefully examined.

Clause 75, provides for voting by ballot. The hon. Minister did make a reference to it. But I am afraid that this clause
is likely to be misused. We know that voting can be done by ballot in some elections and how the voting takes
place. A person goes a round, collects the ballots, puts the mark on them and then deposits them with the authority
which can use that kind of a voting. In my opinion, this is likely to create many difficulties. The proxy voting in
general elections will create difficulties and the voting by a ballot in taking the decisions in companies will create
problems. These are two things. Here I would say that it is very strangely worded. You can have a look at the exact
words which are used in clause 192A (1):

"Notwithstanding anything contained in the foregoing provisions of this Act, a listed public company may,
and in the case of resolutions relating to such business as the Central Government may, by notification,



declare to be conducted only by postal ballot, shall get any resolution passed by means of a postal ballot,
instead of transacting the business in a general meeting of the company."

It is saying that it will be done only by a postal ballot. There is a kind of business, which will be given, which will be
mentioned, and it has to be conducted only by a ballot. This kind of a provision is not going to help the companies
to perform their duties as they should. It may reduce the time taken for taking the decisions. It may reduce expenses
of holding the General Body meetings and yet it would create many other problems.

So, this aspect has to be very carefully examined. Why are we adopting this out-dated method of voting by ballot?
The Minister himself said that electronic voting system should be adopted. Why do we not adopt that system? Now,
we have the equipment and systems which can be used to reduce the time taken for taking the decision or reduce
the expenditure involved in it to see that this is not done. This provision is likely to create many problems and it is
likely to give more authority to those people who want to manipulate the activities of the companies in the manner
they want to. It is not going to help the company, but it is going to help some of the manipulators in the company.
So, this has to be very carefully examined.

Then, clause 88 of the Bill says:

"Where a dividend has been declared by a company but has not been paid, or the warrnt in respect
thereof has not been posted, within thirty days from the date of declaration, to any shareholder entitled to
the payment of the dividend, every director of the company shall, if he is knowingly a party to the default,
be punishable with simple imprisonment for a term which may extend to 3 yearsâ€¦"

Now, the dividend has to be given within 30 days. I am told that this would create problems. The company's board
has to clear the declaration of the dividend and they take more than 30 days to declare the dividend. Then, if it is
so, instead of giving 30 days, we can give them 45 days as the time limit, so that there is no unnessary litigations
and hazzles involved.

Now, I come to the Directors' Responsibility Statement. I think, this is a salutory provision and this has to be there.
But there is one idea which is put forth with respect to this provision and that idea is: are you going to treat the part-
time directors at par with the full-time directors? Now, the part-time directors are generally persons who advise the
companies. They do not participate in day-to-day management and the administration of the company. If you hold
the part-time directors also responsible at par with the full-time directors, it may create difficulties. Sometimes, they
may say that they would not be in a position to accept the responsibility as part-time directors. So, this provision
also has to be very carefully looked into.

Then, I come to clause 122 of the Bill to which a reference has been made by the hon. Minister and it relates to the
directors elected by small shareholders. I think, originally this provision was not there in the Bill and this provision
was included at the instance of the Standing Committee. Now, we are told that at the first instance this would not be
necessary. I do not understand as to what is meant by 'first instance'. What does the Minister want to convey to this
House by this? I fail to understand it.

It says that it shall have at least one Director elected by such small shareholders in the manner as may
be prescribed. There are many small shareholders. They are entitled to attend the general meetings. If
they want to create problems, they can create problems in the general meetings also. If there is a Board
of Directors, it is not one or two Directors who will be sitting there and taking decisions. At least, one
Director has to be there who represents the small shareholders. If one Director is there, I do not know
what kind of problem that Director is likely to create while sitting in the Board. Why has the Government
been saying now that, at the first instance, it may not be necessary? I have not understood what is meant
by the hon. Minister. Will he be kind enough to explain it so that I can make my comments on that? What
do you mean by that?

SHRI ARUN JAITLEY: Sir, I will first correct the facts. This provision was there in the Bill, as proposed. It may not
be very accurate to suggest that it was not there. In fact, the Standing Committee had some doubt because of the
debate involved in this subject. In their suggestions, the Standing Committee, in the first instance, said: "The
requirement of at least one Director for small shareholders should be deleted. Thereafter, at that time, the
suggestion made was:

"Since it could be experimented, therefore, you may or may

not amend Clause 122 to incorporate the suggestion of the

Government."



The Standing Committee reluctantly agreed. Thereafter the matter was considered at length by the Government
again in view of various representations. It discussed the whole scheme. Should it be made mandatory for every
company to have it or should it be made optional in the first instance? So, there is an official amendment which we
have circulated. It says that the words 'shall have at least' may be substituted by the words 'may have'. That is what
I meant. Then, I said, 'in the first instance' because this has not been experimented anywhere else in the world. This
is a new concept which is being suggested. There has been a debate within our own system − within our own
Standing Committee. Therefore, we make it optional in the first instance. Let us see if it works at some places.
Then, in future, we will decide what to do about it.

SHRI SHIVRAJ V. PATIL : Does the company decide it?

SHRI ARUN JAITLEY: In the first instance, it is optional.

SHRI SHIVRAJ V. PATIL : I fail to understand its implications very clearly. Now, if the company wants to have it,
they can have it. If they do not want to have it, they may not have it.

SHRI ARUN JAITLEY: The AGM can decide it.

SHRI SHIVRAJ V. PATIL : The General Body will decide it. But why has it been left to them? If there is a Board of
Directors of 10 Directors or 20 Directors and if one Director, representing a small shareholder, is there, what kind of
difficulty is he going to cause to them? Are we not going to protect the interests of the small shareholders? Now,
any decision taken by the Board of Directors will be binding on the company. Probably, it is optional.

SHRI ARUN JAITLEY: We will be starting this whole concept.

SHRI SHIVRAJ V. PATIL : He may change it later on.

SHRI ARUN JAITLEY: No, I am not saying it. It is for the House to decide it.

SHRI SHIVRAJ V. PATIL : That is right. You may come with a proposal for the House to change that also. Now, we
are saying: "Why have you done this thing? What was the compulsion for you to change your stand? Why did you
come to this conclusion that the small shareholders' interests have to be protected?"

You felt that the interests of the small shareholders had to be protected. That is why you provided in the law this
provision. It went to the Standing Committee. The Standing Committee wanted to delete this thing and you insisted:
"You accept this thing. Later on, you have changed it." Why? What is the force? Why are you changing your stand
on this point? We would like to understand it.

Here, the entire law is meant to protect the investor. We, as a Government and as a nation, have a responsibility to
provide facilities to those who wanted to establish companies and want to contribute towards the development of
our economy. All facilities should be given to them. But, at the same time, we, as a Government, have a
responsibility to protect the interests of those people who are small people and whose voice may not be heard.

Otherwise their interest would not be protected and it is for this reason that the Minister or the Government came to
the conclusion that it should be done. When the Committee suggested that it should be deleted, he insisted that it
should not be done and now he comes to the House saying that it should be deleted. It can be "shall" or it can be
"may". Why this? What is the intention? What is the purpose? What is the implication of it?

I can understand some people creating problem from inside also. I do not say that there are no persons who would
not create problems from inside. But there are people also who would not protect the interests of the small
shareholders. What do we do with that? Is it not our responsibility? Is it not our duty to protect the interests of small
shareholders also? There are two interests. They have to be balanced. The Government has to do the balancing
act. The Government has come to the House with a Bill and go to the people wih Bill, with the Act, which will really
balance these two interests?

I do not think now this is achieved. It looks very doubtful and fishy as to why this provision has followed this route?
Under whose pressure? Are we applying the principles or are we succumbing to the pressures?

We are living in a democracy and the opinion of the people should be respected. At the same time, if he himself has
come to that conclusion initially, it should not be given up simply because there is a pressure. SEBI says that it is
not in a position to protect the interests of the small shareholders. The Company Law Board is having so many
things on hand and is not in a position to protect the interests of the small shareholders.

We have instances in our country where the interests of the small shareholders were not protected. Small people,



selling their houses and their lands, have purchased the shares and they have gone down the drain. They have not
received anything in return. Who will protect their interests? If he is not protected by law, if SEBI is not in a position
to protect, if the Company's Board is not in a position to protect and if they are not in a position to have a recourse
to the court of law, who will protect?

So, in my opinion, this was a salutary provision and I think it should not have been deleted from the Act and no
amendment should have been introduced in its place. It would not be good. I can understand the difficulties. It is not
that there are no difficulties and there is no logic behind saying that let us not have the Director representing those
people who want to create problems for the company. I can understand that. But at the same time, it cannot be
forgotten that the interest of the small shareholders has to be protected and if we do not protect the interest of the
small shareholder, we have not done our duty.

DR. NITISH SENGUPTA (CONTAI): Sir, there was a particular provision in the Companies Act which referred to the
possibility of proportional representation. But it has not been tried at all, all these years. I just want to draw the
attention of the hon. Minister to the fact that this also may not be tried at all. If the Government really wants, that
should be made a kind of mandatory for companies. Although how the directors will be elected, what kind of lobby
will be working and whether it will be more in preach than observance, that I do not know. But I wanted to feel the
experience of Section 165 or something like that which was there in the Companies Act.

SHRI SHIVRAJ V. PATIL : This proportional representation and all those things will complicate the matter and so
probably it was not accepted. But here we are suggesting and the Government had suggested that, at least, one
representative of the small shareholders should be the director of the Board. If we are giving it up, I do not think, it is
good.

There was a suggestion that the representative of the workers should be sitting in the Board. The representatives
of the workers have refused to go to the Board. Why? They say, "if I go there and I am there only one person sitting
in the Board, I am not in a position to influence the decision and the decision taken with my presence in the Board
becomes binding and my position becomes very vulnerable." Some people would not like to go there alone without
any assistance, without any support and cooperation.

That is a case as far as the representatives of the workers in the Board are concerned. Here is a question of the
representatives of the small shareholders. Why should we not do it? I would request the hon. Minister to pay
attention to this aspect. Please do not press for your own amendment. You can withdraw your amendment also. It is
not necessary for you to do it. Now, if your Cabinet had approved the Bill initially and if your Cabinet and you were
inclined to suggest to the Standing Committee not to ask this provision to be deleted, at this last moment I would
ask you and your Cabinet not to press for the deletion of this provision, which is salutary. One person is not going
to make any difference. I am repeating that I do understand that the mischief can be played and yet the
responsibility to protect the small shareholders is more onerous than seeing that the mischief is not played by a
single representative of the small shareholders sitting in the Board.

I come to audit. This is the last point that I will be making. I would say that the Audit Committee is also a salutary
provision. In Parliament we are not in a position to examine the Budget which is presented to us. In the Companies
also, the Audit Reports are not carefully examined by the members sitting in the Board or the shareholders also.
There has to be a body of experts who understand auditing, who understand the financial matters and all those
things, and they shall have to go into all these details, and then they shall have to suggest to the Board as to what
should not be accepted, what should not accepted, and then the decision should be taken.

But having said this, I would like to say that what is it we are doing by this Bill. Clause 134(a)(iii) reads:

"The recommendation of the Audit Committee on any matter relating to financial management including
Audit Report shall be binding on the Board. "

You are making the recommendation of the child binding on the parent. You are making the recommendation of the
Audit Committee binding on the Board, which creates the Audit Committee. Now, supposing we say in Parliament
that the recommendations of the Standing Committee will be binding on the Government, will you accept it? You
would say that the Standing Committee is a part of the Parliament and yet, the recommendations have a persuasive
value but not a mandatory nature. Now, here you are saying that the Report given by the Audit Committee will be
binding.

I would explain as to why this was suggested at the time when the Standing Committees were established in
Parliament in 1993. They were saying that anything and everything which is suggested by the Standing Committee
should be binding on the Government. One of the gentlemen got up and said that it would be difficult to approach
all the Members sitting in Parliament and get a particular kind of recommendation made by them but it would be



easier to convince 45 Members of the Standing Committee and get that decision binding on the Government. The
same thing can be applicable to Audit Committee also. It would be difficult for anybody who wants to manipulate and
to approach all the Directors sitting in the Board but it will not be that difficult to approach few of these members
and get the report on something fishy is going on in that company. So, my request is that it should be made clear by
our law that the recommendations have to be respected, they should have a mandatory nature but they should not
be mandatory and they should not, in all cases, be binding on them. Some thing of that nature should be there.
Otherwise, this provision is likely to be misused. We have public and financial institutions in which there are Boards
and there are Directors who would be sitting.

And they say that three members of this body will decide how much of money should be given to a company and
that would be binding on the Board. What will be the implication of it? If there are three members sitting and if you
have one member your friend, other member his friend and the third member his friend, what will be the implication?
I am not doubting the bonafides of all. Let us not doubt anybody's bona fides. Yet, the human nature is such that
there are some people who can do it. While making the law, we shall have to visualise the implications of it. We
shall have to see that by providing something which, according to him is good, will be used in such a fashion that
exactly opposite result will emanate from it. That is why, my submission to this House and to the Minister is that this
binding nature of the report of the Audit Committee would create problems and it has to be looked into and done
away with.

Well, I do not think anything more is necessary for me to say on this point. This Bill is good. It will be supported. But
the details of it have to be very carefully examined. Lot of time has passed since the time when we are thinking of
modifying the existing Companies Act and to make it as good as the Companies Act in other countries are, and
capable of meeting the requirements of the present times. I would request the Government that no time should be
wasted; no delay should be allowed and a comprehensive Bill to amend the Companies law should be introduced
and should be got passed.

gÉÉ Ò É ÊB É E®É Ò] Âº ÉÉ äà É èÂªÉ É (à É Öà Â¤ É< Ç =kÉ® {É ÚẤ É Ç) gÉÉ Ò É ÊB É E®É Ò] Âº ÉÉ äà É èÂªÉ É (à É Öà Â¤ É< Ç =kÉ® {É ÚẤ É Ç) : +ÉvÂªÉFÉ àÉcÉänÂªÉ, àÉcÉÂ£ÉÉ®iÉ àÉå càÉxÉä +ÉÉÊÂ£ÉàÉxÂªÉÖ +ÉÉè® =ÂºÉBÉEä SÉÂµÉEBÂªÉÚc BÉEä Â¤ÉÉ®ä àÉå {ÉfÃÉ lÉÉ, ÂºÉÖxÉÉ lÉÉ* àÉÉxÉxÉÉÒÂªÉ ÉÊÂ¶ÉẤ É®ÉVÉ {ÉÉÉÊ]ãÉ
VÉÉÒ xÉä VÉèÂºÉÉ +ÉÂ£ÉÉÒ BÉEcÉ ÉÊBÉE BÉEà|ÉÉÒcèÉÎxÂºÉẤ É ÉÊÂ¤ÉãÉ VÉãnÉÒ +ÉÉxÉÉ SÉÉÉÊcA, ÂºÉxÉÂ 1906 ÂºÉä <ÂºÉ BÉEà|ÉÉÒcèÉÎxÂºÉẤ É ÉÊÂ¤ÉãÉ BÉEÉÒ Â¤ÉÉiÉ SÉãÉ ®cÉÒ cè* +ÉÉÊÂ£ÉàÉxÂªÉÖ SÉÂµÉEBÂªÉÚc BÉEä ÂºÉÉiÉ PÉä®ä àÉå {ÉEÆÂºÉÉ
lÉÉ* àÉÖZÉä ãÉMÉiÉÉ cè ÉÊBÉE +ÉâóhÉ VÉÉÒ BÉEÉÒ Â£ÉÉÒ Ấ ÉcÉÒ ÉÎÂºlÉÉÊiÉ cè* Ấ Éä +ÉÂ£ÉÉÒ {ÉcãÉÉ PÉä®É {ÉÉ® BÉE®BÉEä nÚÂºÉ®ä PÉä®ä àÉå |ÉẤ ÉäÂ¶É BÉE® ®cä cé* ÂªÉc =xÉBÉEÉ +ÉSUÉ |ÉÂªÉixÉ cè <ÂºÉÉÊãÉA àÉé =xÉBÉEÉ
ÂºÉàÉlÉÇxÉ BÉE®iÉÉ cÚÆ +ÉÉè® ÉÊVÉiÉxÉÉÒ VÉãnÉÒ cÉä ÂºÉBÉEä, VÉèÂºÉÉ +ÉÂ£ÉÉÒ {ÉÉÉÊ]ãÉ VÉÉÒ xÉä BÉEcÉ ÉÊBÉE Ấ Éc BÉEà|ÉÉÒcèÉÎxÂºÉẤ É ÉÊÂ¤ÉãÉ ÂºÉnxÉ BÉEä ÂºÉÉàÉxÉä ãÉä +ÉÉÂªÉå, àÉé AäÂºÉÉÒ Â¶ÉÖÂ£ÉäSUÉ ÂªÉÉ Â¶ÉÖÂ£ÉBÉEÉàÉxÉÉ BÉE®iÉÉ
cÚÆ*

+ÉvÂªÉFÉ àÉcÉänÂªÉ, àÉÉxÉxÉÉÒÂªÉ ÉÊÂ¶ÉẤ É®ÉVÉ {ÉÉÉÊ]ãÉ VÉÉÒ xÉä ÂºàÉÉìãÉ <xẤ ÉäÂº]ÂºÉÇ BÉEÉÒ VÉÉä Â¤ÉÉiÉ BÉEcÉÒ cè, =ÂºÉÉÒ ÂºÉä àÉé +É{ÉxÉÉÒ Â¤ÉÉiÉ |ÉÉ®ÆÂ£É BÉE®iÉÉ cÚÆ* Ấ ÉèÂºÉä àÉé SÉÉ]ÇbÇ ABÉEÉ=Æ]å] cÚÆ* <ÂºÉBÉEä ÂºÉÉlÉ-
ÂºÉÉlÉ ÂºàÉÉìãÉ <xẤ ÉäÂº]ÂºÉÇ BÉEÉÒ àÉÖàÂ¤É<Ç àÉå <xẤ ÉäÂº]ÂºÉÇ OÉÉÒẤ ÉéÂºÉ {ÉEÉä®àÉ xÉÉàÉ BÉEÉÒ ÂºÉÆÂºlÉÉ cè VÉÉä ÂºÉäÂ¤ÉÉÒ BÉEÉÒ ÉÊ®BÉEÉäMxÉÉ<Vb ÂºÉÆÂºlÉÉ cè, àÉé =ÂºÉBÉEÉ +ÉvÂªÉFÉ Â£ÉÉÒ cÚÆ* ÂºàÉÉìãÉ <xẤ ÉäÂº]ÂºÉÇ BÉEä |ÉÂ¶xÉÉå BÉEä
ÉÊãÉA càÉ ãÉMÉÂ£ÉMÉ +ÉÉ~ ÂºÉÉãÉ ÂºÉä ÂºÉÆPÉÂÉÇ BÉE®iÉä +ÉÉÂªÉä cé* ÂªÉc ABÉE +ÉSUÉ |ÉÉ®ÆÂ£É cè* +ÉÂ¤É BÉEàÉ ÂºÉä BÉEàÉ ÂºàÉÉìãÉ <xẤ ÉäÂº]ÂºÉÇ BÉEÉÒ Â¤ÉÉiÉ Â¤ÉÉäbÇ àÉå BÉEcxÉä BÉEä ÉÊãÉA càÉå lÉÉäÂ½É àÉÉèBÉEÉ ÉÊàÉãÉäMÉÉ*
ãÉäÉÊBÉExÉ ÂºÉÉlÉ-ÂºÉÉlÉ gÉÉÒ ÂºÉäxÉMÉÖ{iÉÉ VÉÉÒ +ÉÉè® ÉÊÂ¶ÉẤ É®ÉVÉ {ÉÉÉÊ]ãÉ VÉÉÒ xÉä VÉÉä Â¤ÉÉiÉ BÉEcÉÒ, =ÂºÉ Â¶ÉÆBÉEÉ BÉEÉ Â£ÉÉÒ <ÂºÉàÉå ÂºlÉÉxÉ cè* +ÉMÉ® |ÉẤ ÉäÂ¶É ÉÊàÉãÉ MÉÂªÉÉ iÉÉä ÂºàÉÉìãÉ <xẤ ÉäÂº]ÂºÉÇ VÉÂ°ô® +É{ÉxÉÉÒ
Â¤ÉÉiÉå Ấ ÉcÉÆ ®JÉ {ÉÉÂªÉåMÉä ãÉäÉÊBÉExÉ =xÉBÉEÉä |ÉẤ ÉäÂ¶É ÉÊàÉãÉxÉÉ ÂªÉÉ xÉ ÉÊàÉãÉxÉÉ, ÂªÉc Â£ÉÉÒ BÉEà{ÉxÉÉÒ BÉEä VÉÉä |ÉÉäàÉÉä]ÂºÉÇ cé, àÉÉÉÊãÉBÉE cé, =xÉBÉEÉÒ àÉVÉÉÔ {É® ÉÊxÉÂ£ÉÇ® cÉäMÉÉ* +ÉlÉÉÇiÉÂ ÂªÉc ABÉE +ÉSUÉÒ
Â¶ÉÖâó+ÉÉiÉ cè* Âº]éÉËbMÉ BÉEàÉä]ÉÒ xÉä ÂºÉÉäSÉ-ÂºÉàÉZÉBÉE® ÉÊxÉhÉÇÂªÉ ÉÊãÉÂªÉÉ cÉäMÉÉ* ÂºÉ®BÉEÉ® <ÂºÉàÉå lÉÉäÂ½É |ÉẤ ÉäÂ¶É BÉE®xÉä BÉEÉ |ÉÂªÉixÉ BÉE® ®cÉÒ cè ãÉäÉÊBÉExÉ <ÂºÉÂºÉä ÉÊBÉEiÉxÉÉ VÂªÉÉnÉ càÉ BÉE® {ÉÉÂªÉåMÉä ÂªÉÉ
ÉÊBÉEiÉxÉÉ VÂªÉÉnÉ ÂªÉc |ÉÉäÉÊẤ ÉVÉxÉ ÂºÉ{ÉEãÉ cÉäMÉÉ, +ÉMÉ® +ÉÉ{É àÉÖZÉä <xẤ ÉäÂº]ÂºÉÇ BÉEÉÒ Â£ÉÉẤ ÉxÉÉ ÂºÉä {ÉÚUåMÉä iÉÉä <ÂºÉàÉå Â¶ÉÆBÉEÉ BÉEÉ ÂºlÉÉxÉ cè BÉDÂªÉÉåÉÊBÉE VÉèÂºÉÉ <xcÉåxÉä BÉEcÉ ÉÊBÉE |ÉẤ ÉäÂ¶É näxÉÉ ÂªÉÉ xÉ
näxÉÉ, ÂªÉc |ÉÉäàÉÉä]ÂºÉÇ, +ÉÉìxÉÂºÉÇ BÉEä >ó{É® ÉÊxÉÂ£ÉÇ® cè* =xÉBÉEÉä VÉÂ¤É ãÉMÉäMÉÉ ÉÊBÉE ÂºàÉÉìãÉ <xẤ ÉäÂº]ÂºÉÇ BÉEÉ |ÉÉÊiÉÉÊxÉÉÊvÉ àÉä®É cè iÉÉä àÉÆVÉÚ® BÉE®äMÉÉ +ÉÉè® =xÉBÉEÉä ãÉMÉäMÉÉ ÉÊBÉE ÂªÉc BÉEÉä<Ç ÂºÉÆPÉÂÉÇ BÉE®xÉä Â
´ÉÉãÉÉ cÉäMÉÉ iÉÉä <ÂºÉ |ÉÉäÉÊẤ ÉVÉxÉ BÉEÉ <à{ÉãÉÉÒàÉé] xÉcÉÓ BÉE®äMÉÉ* But let us begin somewhere.

1710 hours (Mr. Deputy-Speaker in the Chair)

<ÂºÉÉÊãÉA àÉé <xÉBÉEÉ ÂºÉàÉlÉÇxÉ BÉE®iÉÉ cÚÆ - something is better than nothing. +ÉÉVÉ iÉBÉE BÉÖEU Â£ÉÉÒ xÉcÉÓ lÉÉ* àÉé àÉÆjÉÉÒ àÉcÉänÂªÉ ÂºÉä BÉEcxÉÉ SÉÉcÚÆMÉÉ ÉÊBÉE näxÉÉ Â¤ÉéBÉE àÉå
ÂªÉc |ÉÉäẤ ÉÉÒVÉxÉ cè* Ấ Éc BÉEÉèxÉ ÂºÉä ÂºÉèBÉDÂ¶ÉxÉ BÉEä +ÉxiÉMÉÇiÉ cè, +ÉÉ{É SÉèBÉE BÉEÉÒÉÊVÉA* ãÉäÉÊBÉExÉ Dena Bank is a Nationalised Bank. There is a provision. Ấ ÉcÉÆ
{É® ÂºàÉÉìãÉ <xẤ ÉèÂº]ÂºÉÇ BÉEÉ |ÉÉÊiÉÉÊxÉÉÊvÉ àÉä®É ÉÊàÉjÉ cè VÉÉä SÉÖxÉÉ MÉÂªÉÉ cè* Ấ Éc ÉÊBÉEÂºÉ |ÉBÉEÉ® BÉEÉ |ÉÉäẤ ÉÉÒVÉxÉ cè, àÉé xÉcÉÓ VÉÉxÉiÉÉ* It exists somewhere; we have to
exploit it. +ÉÉ{É +ÉMÉ® <ÂºÉ ÉÊnÂ¶ÉÉ àÉå +ÉÉMÉä VÉÉAÆMÉä, +ÉMÉ® BÉEÉä<Ç ÉÊÂ¤ÉVÉxÉÂºÉ cÉ=ÂºÉäÂºÉ +ÉÉè® <ÆbÉÎÂº]ÅÂªÉãÉ AäÂºÉÉäÉÊÂºÉAÂ¶ÉxÉ BÉEÉÒ Â¤ÉÉiÉ BÉE®iÉÉ cè, MÉÖb MÉẤ ÉxÉëÂºÉ BÉEÉÒ Â¤ÉÉiÉ BÉE®iÉÉ cè iÉÉä ABÉE
+ÉÉä® =xÉBÉEÉä MÉÖb MÉẤ ÉxÉëÂºÉ BÉEä xÉÉiÉä ÂºÉ®BÉEÉ® BÉEÉÒ +ÉÉä® ÂºÉä ÂºÉÂ£ÉÉÒ |ÉBÉEÉ® BÉEÉÒ ÂºÉcÚÉÊãÉÂªÉiÉ SÉÉÉÊcA, but they do not want to be accountable to the society.
+ÉÉÊvÉBÉEÉ® ÂºÉÂ¤É SÉÉÉÊcA ãÉäÉÊBÉExÉ ÉÊ®Âº{ÉÉéÉÊÂºÉÉÊÂ¤ÉÉÊãÉ]ÉÒ ÂºÉä Ấ Éä b® ®cä cé* <ÂºÉ ÉÊẤ ÉÂÉÂªÉ àÉå Â¤ÉcÖiÉ ÂºÉÉÒ VÉMÉcÉå {É® SÉSÉÉÇ cÖ<Ç cè* ÉÊBÉEÂºÉÉÒ BÉEÉä ãÉMÉiÉÉ cè ÉÊBÉE àÉä®É BÉEà{ÉÉÒ]ÉÒ]® +ÉÉBÉE® Â¤Éè~ VÉÉAMÉÉ*
When you are talking about good governance then why are you afraid of your competitors? When you want all the
authority, powers and all the facilities through the Government or the financial institutions, what sort of financial
institution do you want?

<ÂºÉÉÊãÉA <ÂºÉ ÉÊẤ ÉÂÉÂªÉ àÉå VÂªÉÉnÉ xÉ VÉÉiÉä cÖA àÉé ABÉE Â¤ÉÉiÉ VÉÂ°ô® BÉEcÚÆMÉÉ ÉÊBÉE +ÉâóhÉ VÉÉÒ xÉä ÉÊcààÉiÉ BÉE®BÉEä ÂªÉc |ÉÉäẤ ÉÉÒVÉxÉ ÉÊBÉEÂªÉÉ cè* näÉÊJÉA ÂºÉÉãÉ, nÉä ÂºÉÉãÉ àÉå <ÂºÉàÉå BÉDÂªÉÉ +ÉxÉÖÂ£ÉẤ É
cÉäiÉÉ cè* +ÉxÂªÉlÉÉ +ÉâóhÉ VÉÉÒ, +ÉÉ{É Â£ÉÉÒ àÉÆjÉÉÒ ®cxÉä Ấ ÉÉãÉä cé, ÂºÉnxÉ Â£ÉÉÒ {ÉÉÆSÉ ÂºÉÉãÉ ®cxÉä Ấ ÉÉãÉÉ cè* MÉÉÒiÉä VÉÉÒ iÉÉä |ÉÂºiÉÉẤ É Â£ÉÉÒ ãÉÉA cé* â€¦( BÂªÉẤ ÉvÉÉxÉ)

={ÉÉv ÂªÉF É àÉcÉ än ÂªÉ ={ÉÉv ÂªÉF É àÉcÉ än ÂªÉ : +ÉÂ£ÉÉÒ iÉÉä SÉÉ® ÂºÉÉãÉ Â¤ÉSÉä cé*

gÉÉ Ò É ÊB É E®É Ò] Âº ÉÉ äà É èÂªÉ É gÉÉ Ò É ÊB É E®É Ò] Âº ÉÉ äà É èÂªÉ É : ÂªÉc ÉÊẤ ÉÂÉÂªÉ Ấ ÉÉÂºiÉẤ É àÉå <ÂºÉÂºÉä bÉÂªÉ®èBÉD]ãÉÉÒ ÂºÉÆÂ¤ÉÆÉÊvÉiÉ xÉcÉÓ cè ãÉäÉÊBÉExÉ <ÂºÉ ÉÊẤ ÉÂÉÂªÉ BÉEä >ó{É® +ÉÉVÉ Â¤ÉcÖiÉ MÉÆÂ£ÉÉÒ® SÉSÉÉÇ ÂºÉàÉÉVÉ àÉå SÉãÉ ®cÉÒ cè, ÉÊVÉÂºÉBÉEÉÒ iÉ®{ÉE
àÉé vÂªÉÉxÉ +ÉÉBÉEÉÌÂÉiÉ BÉE®xÉÉ SÉÉcÚÆMÉÉ, that is, takeover code. That may not be directly linked with it i.e. {ÉEÉ<ÇxÉéÂºÉ ÉÊàÉÉÊxÉÂº]ÅÉÒ +ÉÉè® BÉEà{ÉxÉÉÒ +É{ÉEäÂªÉÂºÉÇ
ÉÊàÉÉÊxÉÂº]ÅÉÒ* ÂºÉäÂ¤ÉÉÒ BÉEciÉÉÒ cè ÉÊBÉE BÉEà{ÉxÉÉÒ +É{ÉEäÂªÉÂºÉÇ BÉEÉ +ÉÉÊvÉBÉEÉ® xÉcÉÓ cè, BÉEà{ÉxÉÉÒ +É{ÉEäÂªÉÂºÉÇ BÉEciÉÉÒ cè ÉÊBÉE càÉÉ®ä +ÉÉÊvÉBÉEÉ® àÉå cè* There is some confusion,
whatever it is. But one thing I would like to mention here ]äBÉE +ÉÉäẤ É® Â¤ÉÉäbÇ BÉEÉÒ VÂªÉÉnÉ ÉÊb]äãÉ àÉå xÉ VÉÉiÉä cÖA càÉå ÂªÉc vÂªÉÉxÉ àÉå ®JÉxÉÉ {ÉÂ½äMÉÉ VÉèÂºÉä



+ÉMÉ® ABÉE bÉÂªÉ®èBÉD]® ÂºÉä b®xÉä BÉEÉÒ Â¤ÉÉiÉ cÉä ®cÉÒ cè iÉÉä ]äBÉE +ÉÉäẤ É® BÉEÉäb àÉå VÉÉä |ÉÉäẤ ÉÉÒVÉxÉãÉ àÉèxÉäVb BÉEà{ÉxÉÉÒWÉ cé, =xÉBÉEÉä VÉÂ¤É BÉEÉä<Ç |ÉÉ<Ấ Éä] ÉÊÂ¤ÉVÉxÉÂºÉ cÉ=ÂºÉ, whether it is
an Indian businesshouse or foreign institution, Ấ Éc {ÉÚ®É +É{ÉxÉä BÉEÂ¤VÉä àÉå ãÉäxÉä BÉEÉ |ÉÂªÉixÉ BÉE®iÉÉ cè, =ÂºÉ ÂºÉàÉÂªÉ BÉEà{ÉxÉÉÒ BÉEÉÒ BÉDÂªÉÉ ÉÎÂºlÉÉÊiÉ cè* If it is a
professional management, it means it is the Company Affairs, Government official in a situation heading in a major
State, Government financial institution, ÉÊBÉEÂºÉÉÒ BÉEÉ 5 |ÉÉÊiÉÂ¶ÉiÉ, 6 |ÉÉÊiÉÂ¶ÉiÉ, 3 |ÉÉÊiÉÂ¶ÉiÉ Â¶ÉäÂªÉ® cè and there is no coordinating body. =ÂºÉ
ÂºÉàÉÂªÉ BÉEÉä<Ç ÉÊÂ¤ÉVÉxÉÂºÉ cÉ=ÂºÉ +ÉÉiÉÉ cè, 15 |ÉÉÊiÉÂ¶ÉiÉ Â¶ÉäÂªÉ® AäBÉDẤ ÉÉÂªÉ® BÉE®iÉÉ cè, AäxÉÉ=ÆÂºÉ BÉE®iÉÉ cè, ]äBÉE +ÉÉäẤ É® BÉEÉ +ÉÉè® 2 |ÉÉÊiÉÂ¶ÉiÉ iÉBÉE BÉEÉ Â£ÉÉÒ =ÂºÉä ÉÊàÉãÉ MÉÂªÉÉ iÉÉä he can
grab the Company, he can run away. What is the provision? There is no provision. I approach the Department of
Company Affairs, I approach the SEBI. When there is no provision, what will happen to Bombay Electric Suburban
Company, what will happen to ITC, what will happen to HPC and what will happen to ICICI? =xÉBÉEÉ BÉDÂªÉÉ cÉäMÉÉ* BÉEãÉ +ÉÉ{É
ÂªÉÚÉÊxÉ] ]ÅÂº] +ÉÉì{ÉE <ÆÉÊbÂªÉÉ BÉEÉä <xbÉÒ{Éébé] BÉE®åMÉä, =ÂºÉä BÉEÉä<Ç OÉèÂ¤É BÉE® ãÉäMÉÉ iÉÉä what will happen. MÉẤ ÉxÉÇàÉé] BÉEÉ ÉÊBÉEÂºÉÉÒ BÉEÉ ABÉE ÂºÉÉlÉ <iÉxÉÉ Â¶ÉäÂªÉ® xÉcÉÓ cè* <ÂºÉÉÊãÉA àÉé
ÂºÉ®BÉEÉ® BÉEÉ vÂªÉÉxÉ +ÉÉBÉEÉÌÂÉiÉ BÉE®xÉÉ SÉÉciÉÉ cÚÆ ÉÊBÉE ÂªÉc ÉÊẤ ÉÂÉÂªÉ ÂºÉ®BÉEÉ® BÉEÉä MÉÆÂ£ÉÉÒ®iÉÉ ÂºÉä ãÉäxÉÉ SÉÉÉÊcA*

ABÉE Â¤ÉcÖiÉ +ÉSUÉ |ÉÉäẤ ÉÉÒVÉxÉ ]ÅÉÆÂºÉ{ÉE® +ÉÉì{ÉE Â¶ÉäÂªÉÂºÉÇ, +ÉxÉ{Éäb ÉÊbẤ ÉÉÒbéb, VÉÉä BÉEà{ÉxÉÉÒ BÉEä bÉÂªÉ®èBÉD] ÉÊb{ÉEÉìã]ÂºÉÇ cé, ÉÊÂµÉEÉÊàÉxÉãÉ ÉÊ®BÉEÉbÇ cè ÂªÉÉ xÉÉìxÉ {ÉäàÉé] +ÉÉì{ÉE ÉÊb{ÉÉìÉÊWÉ] BÉEä Â¤ÉÉ®ä àÉå
+ÉÉÂªÉÉ cè ãÉäÉÊBÉExÉ ÉÊcxnÉÒ àÉé BÉEciÉä cé ÉÊBÉE cÉlÉÉÒ ÉÊxÉBÉEãÉ MÉÂªÉÉ +ÉÉè® nÖàÉ ®c MÉ<Ç* 1996 àÉå ÂªÉc ÉÊÂ¤ÉãÉ ãÉÉxÉä BÉEÉ |ÉÂªÉixÉ cÖ+ÉÉ* =ÂºÉ ÂºÉàÉÂªÉ a number of vanishing
companies were entering in the market.

1994-95, 1995-96 àÉå 3500 BÉEà{ÉÉÊxÉÂªÉÉå xÉä àÉÉBÉEæ] àÉå |ÉẤ ÉäÂ¶É ÉÊBÉEÂªÉÉ, =xÉBÉEÉä BÉEÉä<Ç ®ÉäBÉExÉä Ấ ÉÉãÉÉ xÉcÉÓ lÉÉ, ®ÉÊVÉÂº]ÅÉ® +ÉÉì{ÉE BÉEà{ÉxÉÉÒVÉ AÂµÉEÉÂºÉ ÉÊn BÉEÉ=h]® =xÉBÉEÉä
ÂºÉÉÌ]ÉÊ{ÉEBÉEä] näiÉÉ lÉÉ* +ÉMÉ® +ÉÉ{É ®ÉÂ¶ÉxÉ BÉEÉbÇ ãÉäxÉä VÉÉiÉä cé iÉÉä =ÂºÉBÉEä ÉÊãÉA +ÉÉ{ÉBÉEÉä 10 |ÉBÉEÉ® BÉEÉÒ SÉÉÒVÉå SÉÉÉÊcA, ãÉäÉÊBÉExÉ +ÉMÉ® +ÉÉ{ÉBÉEÉä {ÉÉÎÂ¤ãÉBÉE ÉÊãÉÉÊàÉ]äb BÉEà{ÉxÉÉÒ {ÉEÉàÉÇ
BÉE®xÉÉÒ cè iÉÉä +ÉÉ{É +ÉÉÉÊ{ÉEÂºÉ VÉÉ<ÂªÉä, =ÂºÉBÉEÉ cVÉÉ® nÉä cVÉÉ® âó{ÉÂªÉä BÉEÉ {ÉEÉÂªÉnÉ BÉE®É nÉä You can go to the office. +ÉÉè® MÉÉÆẤ É àÉå, näÂ¶É àÉå VÉÉä UÉä]É <xẤ ÉäÂº]® cè
You get the incorporation certificate. +ÉÉè® ÉÊ{ÉE® MÉẤ ÉxÉÇàÉå] BÉEä ÉÊÂºÉBÉDBÉEä BÉEÉ ={ÉÂªÉÉäMÉ BÉE®BÉEä <iÉxÉÉ ÂºÉÉ®É {ÉèÂºÉÉ <BÉE]Â~É ÉÊBÉEÂªÉÉ VÉÉiÉÉ lÉÉ, 3500 BÉEà{ÉxÉÉÒVÉ xÉä
10 cVÉÉ® BÉE®ÉäÂ½ âó{ÉÂªÉÉ <BÉE]Â~É ÉÊBÉEÂªÉÉ* àÉé +ÉÉMÉä BÉEcxÉä Ấ ÉÉãÉÉ cÚÆ, àÉé +ÉÉÆBÉEÂ½ä +ÉÉ{ÉBÉEä ÂºÉÉàÉxÉä ®JÉxÉä Ấ ÉÉãÉÉ cÚÆ ÉÊBÉE Ấ Éc 10 cVÉÉ® BÉE®ÉäÂ½ âó{ÉÂªÉÉ <BÉE]Â~É cÖ+ÉÉ, =ÂºÉàÉå 3500
BÉEà{ÉxÉÉÒVÉ àÉå ÂºÉä àÉÖàÂ¤É<Ç Âº]ÉBÉE ABÉDÂºÉSÉåVÉ xÉä 997 BÉEà{ÉÉÊxÉÂªÉÉå BÉEÉä VÉèb BÉEè]äMÉ®ÉÒ àÉå bÉãÉ ÉÊnÂªÉÉ cè* They said this company whether exists or does not
exist, we do not know. =xcÉåxÉä {ÉèÂºÉÉ BÉEcÉÆ ÂºÉä ÉÊxÉBÉEÉãÉÉ, BÉEcÉÆ JÉSÉÇ ÉÊBÉEÂªÉÉ, {ÉiÉÉ xÉcÉÓ* {ÉèÂºÉÉ ABÉE BÉEÉàÉ BÉEä ÉÊãÉA àÉÉÆMÉÉ +ÉÉè® nÚÂºÉ®ÉÒ BÉEà{ÉxÉÉÒ àÉå, ÂºÉÂ¤ÂºÉÉÒÉÊbÂªÉ®ÉÒ, cÉäÉÏãbMÉ
BÉEà{ÉxÉÉÒ ÂªÉÉ Â¤ÉÉBÉEÉÒ VÉMÉc {É® Â£É® ÉÊnÂªÉÉ +ÉÉè® +ÉÉVÉ càÉ ÂªÉc ABÉD] ãÉäBÉE® +ÉÉ ®cä cé, {ÉÉÉÌãÉÂªÉÉàÉå] àÉå ÉÊ®{ãÉÉ<Ç +ÉÉÂªÉÉ cè* when we contacted, when we
approached various Ministries, they came out with the list. ÂªÉcÉÆ {É® ÉÊ{ÉE® +ÉÉ{É ÂªÉc iÉ®àÉÉÒàÉ BÉE® ®cä cé, ÂªÉc |ÉÉäẤ ÉÉÒVÉxÉ BÉDÂªÉÉå BÉE® ®cä cé ÉÊBÉE <ÂºÉ |
ÉBÉEÉ® BÉEà{ÉÉÊxÉÂªÉÉÆ Â£ÉÉMÉ VÉÉiÉÉÒ cé, ]ÅÉÆÂºÉ{ÉE® xÉcÉÓ BÉE®iÉÉÒ cé, ®ÉÊVÉÂº]bÇ +ÉÉÉÊ{ÉEÂºÉ SÉåVÉ BÉE® ãÉäiÉÉÒ céÉ The number of vanishing companies is only 80 and
the total amount collected is only Rs. 240 crore. Then, why are you making this provision here? àÉÉxÉxÉÉÒÂªÉ ÉÊÂ¶ÉẤ É®ÉVÉ {ÉÉÉÊ]ãÉ VÉÉÒ
xÉä ~ÉÒBÉE BÉEcÉ cè ÉÊBÉE ÂºÉäÂ¤ÉÉÒ BÉEciÉÉÒ cè ÉÊBÉE càÉ UÉä]ä <xẤ ÉäÂº]ÂºÉÇ BÉEÉ ®FÉhÉ xÉcÉÓ BÉE® ÂºÉBÉEiÉä* ÉÊb{ÉÉ]ÇàÉå] +ÉÉì{ÉE BÉEà{ÉxÉÉÒVÉ A{ÉEäÂªÉ® BÉEÉÒ àÉé BÉDÂªÉÉ Â¤ÉÉiÉ Â¤ÉiÉÉ>óÆ* ÂªÉcÉÆ {É® ÂªÉc BÉEcÉ MÉÂªÉÉ
cè ÉÊBÉE BÉEà{ÉxÉÉÒ ãÉÉì Â¤ÉÉäbÇ Ấ ÉÉãÉä BÉEc ®cä cé ÉÊBÉE because nobody wants to accept the responsibility. +ÉÉè® ãÉÉÒMÉãÉ |ÉÉäẤ ÉÉÒVÉxÉ BÉDÂªÉÉ ÉÊÂµÉEA] BÉE®xÉä VÉÉ ®cä cé
ÉÊBÉE 30 ÉÊnxÉ BÉEä +Éxn® ÂºÉÉÒ.AãÉ.Â¤ÉÉÒ. BÉEÉä ÉÊ®{ãÉÉ<Ç näxÉÉ {ÉÂ½äMÉÉ, ÂºÉÉÒ.AãÉ.Â¤ÉÉÒ. BÉEÉä ABÉDÂ¶ÉxÉ ãÉäxÉÉ {ÉÂ½äMÉÉ* ÂºÉÉÒ.AãÉ.Â¤ÉÉÒ. BÉEä {ÉÚ®ä ÉÊcxnÖÂºiÉÉxÉ àÉå ÉÊÂºÉ{ÉEÇ SÉÉ® Â¥ÉÉÆSÉäVÉ cé, Ấ Éc VÉÂ¤ÉãÉ{ÉÖ®,
VÉàÉÂ¶Éän{ÉÖ® +ÉÉè® ÉÊjÉ{ÉÖ®É àÉå ®cxÉä Ấ ÉÉãÉä UÉä]ä <xẤ ÉäÂº]ÂºÉÇ There are only four Benches, only regional Benches. +ÉÉè® ÂºÉÉÒ.AãÉ.Â¤ÉÉÒ. àÉå BÉEà{ÉãÉå] {ÉEÉ<ãÉ
BÉE®iÉä cé iÉÉä Ấ ÉcÉÆ ÂºÉä VÉẤ ÉÉÂ¤É xÉcÉÓ +ÉÉiÉÉ cè* How can he approach the CLB? càÉ vÉÚãÉ ZÉÉåBÉExÉÉ SÉÉciÉäcé* 42 ÉÊnxÉ BÉEÉ |ÉÉẤ ÉvÉÉxÉ 30 ÉÊnxÉ BÉE® ÉÊnÂªÉÉ, The
Department of Company Affairs does not have any machinery. I am not blaming as such. They do not have the
machinery. They do not have the Budget. They do not have the finance. Then, what kind of an Act are we bringing
over here? ÂªÉcÉÆ {É® ÂºÉÉÒ.AãÉ.Â¤ÉÉÒ. BÉEä Ấ ÉÉ<ÂºÉ |ÉäÂºÉÉÒbå] xÉä BÉEcÉ cè Now, I would like to quote:

"CLB Vice-Chairman, S. Balasubramanian pointing out several inconsistencies and anomalies in the
various provisions of the Bill introduced in the Lok Sabha last session said companies as well as the CLB
would face practical difficulties implementing the changes sought to be brought in through the
amendments."

Shri Balasubramanian felt that CLB would face problems passing orders on default in payment of small depositors
money within 30 days as is required under the proposed section 58AA. It is not possible to pass orders within 30
days of intimation. ={ÉÉvÂªÉFÉ àÉcÉänÂªÉ, ÂªÉc BÉEcå xÉ BÉEcå, ÂºÉÉÒ.AãÉ.Â¤ÉÉÒ. BÉEÉÒ cÉãÉiÉ <iÉxÉÉÒ nÂªÉxÉÉÒÂªÉ cè ÉÊBÉE ÉÊBÉEiÉxÉÉÒ cÉÒ AxÉ.Â¤ÉÉÒ.A{ÉE.ÂºÉÉÒ. xÉä ÉÊb{ÉEÉã] ÉÊBÉEÂªÉÉ, =ÂºÉàÉå ABÉE
ÉËÂºÉMÉãÉ AxÉ.Â¤ÉÉÒ.A{ÉE.ÂºÉÉÒ. BÉEÉ {ÉèÂºÉÉ ÂºÉ®BÉEÉ® Ấ ÉÉ{ÉÂºÉ xÉcÉÓ ÉÊnãÉÉ {ÉÉ<Ç cè* ÂºÉ®BÉEÉ® BÉEÉ àÉä®É iÉÉi{ÉÂªÉÇ àÉé BÉEÉä<Ç +ÉâóhÉ VÉÉÒ BÉEÉä xÉcÉÓ BÉEciÉÉ cÚÆ* =xcÉäxÉä iÉÉä +ÉÂ£ÉÉÒ BÉÖEU ÉÊnxÉ {ÉcãÉä SÉÉVÉÇ
ÉÊãÉÂªÉÉ cè* ÂºÉ®BÉEÉ® {ÉcãÉä ÂªÉÚ.A{ÉE. BÉEÉÒ ®cÉÒ, =ÂºÉBÉEä {ÉcãÉä BÉEÉÆOÉäÂºÉ BÉEÉÒ ®cÉÒ, I am talking of the system. Not a single investor has got back a
single paise. càÉ BÉDÂªÉÉ ÉÊxÉàÉÉÇhÉ BÉE®xÉä VÉÉ ®cä cé* càÉ Â¤ÉÉiÉ BÉE® ®cä cé ÉÊBÉE ÂªÉc VÉÉä AàÉåbàÉå] +ÉÉÂªÉÉ cè, ÂªÉc ÂºàÉÉãÉ <xẤ ÉäÂº]ÂºÉÇ BÉEä ÉÊãÉA ãÉÉÂªÉä cé, càÉ <ÂºÉBÉEÉÒ Â¤ÉÉiÉ BÉE® ®cä cé
+ÉÉè® <ÂºÉÂºÉä ÂºàÉÉãÉ <xẤ ÉäÂº]® BÉEÉ ÉÊBÉEiÉxÉÉ Â£ÉãÉÉ cÉäMÉÉ* ÂªÉc cÉä ÂºÉBÉEiÉÉ cè, +ÉMÉ® àÉÉxÉxÉÉÒÂªÉ àÉÆjÉÉÒ VÉÉÒ <ÂºÉ ÉÊẤ ÉÂÉÂªÉ BÉEÉä MÉàÂ£ÉÉÒ®iÉÉ ÂºÉä ãÉäBÉE® he has got that capacity; he
can do it. ÂºàÉÉãÉ <xẤ ÉèÂº]ÂºÉÇ BÉEÉÒ =xÉBÉEä |ÉÉÊiÉ +ÉÉÂ¶ÉÉ cè* Ấ Éä ABÉE +É{ÉäFÉÉ BÉEÉÒ oÉÎÂ] ÂºÉä +ÉÉ{ÉBÉEÉÒ iÉ®{ÉE näJÉ ®cä cé ÉÊBÉE +ÉÉ{É ÂªÉc BÉE® ÂºÉBÉEiÉä cÉä, ãÉäÉÊBÉExÉ ÉÊBÉEÂºÉ |ÉBÉEÉ® ÂºÉä BÉE®ÉäMÉä*
ÉÊb{ÉÉÉÊVÉ] BÉEÉÒ Â¤ÉÉiÉ cÖ<Ç cè ÉÊBÉE ÉÊb{ÉÉÉÊVÉ] BÉEÉ ÉÊb{ÉEÉã] cÉäiÉÉ cè, ÉÊb{ÉÉÉÊVÉ] BÉEÉ <h]®èÂº] xÉcÉÓ ÉÊàÉãÉiÉÉ* càÉ +ÉÂ£ÉÉÒ ABÉE xÉÂªÉÉ |ÉÉäẤ ÉÉÒVÉxÉ ãÉäBÉE® +ÉÉ MÉÂªÉä, +ÉÂ£ÉÉÒ iÉBÉE |ÉÉäẤ ÉÉÒVÉxÉ lÉÉ ÂªÉÉ
xÉcÉÓ lÉÉ, {ÉiÉÉ xÉcÉÓ? MÉ®Ấ ÉÉ®ä +ÉÉè® ÉÊBÉEãÉÉæÂºBÉE® ÂºÉä ãÉäBÉE® <iÉxÉÉÒ BÉEà{ÉÉÊxÉÂªÉÉå xÉä <xẤ ÉèÂº]ÂºÉÇ BÉEÉ ÉÊb{ÉÉÉÊVÉ] BÉEÉ {ÉèÂºÉÉ Ấ ÉÉ{ÉÂºÉ xÉcÉÓ ÉÊBÉEÂªÉÉ, ÉÊbÂ¤ÉåSÉÂºÉÇ BÉEÉ {ÉäàÉå] Ấ ÉÉ{ÉÂºÉ xÉcÉÓ näiÉä cé,
<Æ]®èÂº] xÉcÉÓ näiÉä cé iÉÉä ÉÊBÉEiÉxÉä bÉÂªÉ®èBÉD]ÂºÉÇ BÉEÉä +ÉÉ{ÉxÉä ÂºÉVÉÉ nÉÒ cè?

ÉÊBÉEiÉxÉä <ÆẤ ÉäÂº]ÂºÉÇ BÉEÉä xÂªÉÉÂªÉ ÉÊàÉãÉÉ, ÉÊBÉEiÉxÉä <ÆẤ ÉäÂº]ÂºÉÇ BÉEÉä {ÉèÂºÉÉ Ấ ÉÉ{ÉÂºÉ ÉÊnÂªÉÉ MÉÂªÉÉ? àÉéxÉä ÂºÉÉÒAãÉÂ¤ÉÉÒ ÂºÉä, ÉÊb{ÉÉ]ÇàÉå] +ÉÉì{ÉE BÉEÆ{ÉxÉÉÒ +É{ÉEäÂªÉÂºÉÇ AÆb {ÉEÉ<xÉåÂºÉ ÉÊàÉÉÊxÉÂº]ÅÉÒ ÂºÉä ABÉE Âº]ä]àÉå]
àÉÉÆMÉÉ lÉÉ ÉÊBÉE ÉÊBÉEiÉxÉÉÒ AxÉÂ¤ÉÉÒA{ÉEÂºÉÉÒ bÉÒ{ÉEÉìã] cÖ<Ç? VÉÉä =xcÉåxÉä Âº]ä]àÉå] ÉÊnÂªÉÉ, Ấ Éc Âº]ä]àÉå] ãÉàÂ¤ÉÉ-SÉÉèÂ½É cè, See how these people replied! +ÉãÉMÉ-+ÉãÉMÉ
BÉEè]äMÉ®ÉÒVÉ cé* {ÉcãÉÉÒ BÉEè]äMÉ®ÉÒ àÉå VÉÉä ÉÊ®{ãÉÉ<Ç ÉÊnÂªÉÉ MÉÂªÉÉ, =ÂºÉàÉå 97 BÉEÆ{ÉxÉÉÒVÉ cé* The number of complaints received is 3,535 and the total
amount involved is Rs.8.24 crore. <ÂºÉ |ÉBÉEÉ® ÂºÉä +ÉMÉ® càÉ <ÂºÉä näJÉåMÉä ÉÊBÉE <ÂºÉàÉå JÉÖn +É{ÉxÉä +ÉÉ{ÉBÉEÉä {ÉEÆÂºÉÉ ®cä cé* ÂªÉc ÉÊ®{ãÉÉ<Ç BÉDÂªÉÉ cè? ÉÊBÉEiÉxÉÉ AàÉÉ=Æ]
{ÉEÆÂºÉÉ cè? ÂªÉÉÉÊxÉ 97 BÉEÆ{ÉxÉÉÒVÉ Â¤ÉÆn cÉä MÉ<Ç cé, Â£ÉÉMÉ MÉ<Ç cé* ÉÊBÉEiÉxÉÉ AàÉÉ=Æ] bÚÂ¤ÉÉ? ÉÊVÉiÉxÉÉÒ BÉEÆ{ãÉå]ÂÂºÉ <xÉBÉEÉä ÉÊàÉãÉÉÒ lÉÉÒ, ÉÊVÉiÉxÉÉÒ <ÆÉÊbÉÊẤ ÉVÉÖ+ÉãÉ BÉEÆ{ÉãÉå]ÂÂºÉ <xÉBÉEÉä ÉÊàÉãÉÉÒ lÉÉÒ,
=xÉàÉå 8.24 BÉE®ÉäÂ½ âó{ÉÂªÉÉ <ÆẤ ÉÉãẤ É cè* ABÉDSÉÖ+ÉãÉÉÒ ]Éä]ãÉ {ÉèÂºÉÉ VÉÉä <BÉE]Â~É ÉÊBÉEÂªÉÉ MÉÂªÉÉ, Ấ Éc iÉÂ£ÉÉÒ JÉiàÉ cÉä MÉÂªÉÉ* But these people are not deriding that
reply. 97 BÉEÆ{ÉxÉÉÒVÉ xÉä +ÉÉìÉÊ{ÉEÉÊÂ¶É+ÉãÉÉÒ BÉEÂ¤ÉÚãÉ ÉÊBÉEÂªÉÉ cè ÉÊBÉE =xÉBÉEÉ AàÉÉ=Æ] 1300 BÉE®ÉäÂ½ âó{ÉÂªÉä ÂºÉä VÂªÉÉnÉ cè ãÉäÉÊBÉExÉ ÉÊb{ÉÉ]ÇàÉå] xÉä 8.24 BÉE®ÉäÂ½ âó{ÉÂªÉÉ Â¤ÉiÉÉÂªÉÉ cè +ÉÉè® ÉÊ{ÉE® |
ÉÉäẤ ÉÉÒVÉxÉ ãÉäBÉE® +ÉÉiÉä cé* àÉé àÉÉxÉxÉÉÒÂªÉ àÉÆjÉÉÒ VÉÉÒ ÂºÉä <iÉxÉÉ cÉÒ BÉEcxÉÉ SÉÉcÚÆMÉÉ ÉÊBÉE +ÉÉ{É ABÉE +ÉSUÉ |ÉÂªÉixÉ BÉE® ®cä cé, Ấ Éc SÉÉcä <Æ]äÉÊ®àÉ ÉÊbÉÊẤ Ébåb cÉä, ÉÊb{ÉÉìÉÊVÉ] cÉä, <Æ]®äÂº] {ÉäàÉå]



cÉä ÂªÉÉ ]ÅÉÆÂºÉ{ÉE® +ÉÉì{ÉE Â¶ÉäÂªÉÂºÉÇ cÉä*

SHRI ARUN JAITLEY: Sir, I fully share the sentiments of the hon. Member. Section 58AA has been introduced
precisely keeping in view what the hon. Member has in his mind. Under this provision, he is right when he says that
how do we expect small investor to travel to all parts of the country and then say that his Rs.5,000 is stuck and he
is spending Rs.25,000 to recover it back. Therefore, in the first instance, now the obligation is on the company that
the company must inform the Company Law Board what its defaults of all small depositors are. A provision has also
been put giving the time limit that this intimation must come within sixty days of the default. The CLB will act within
thirty days. The maximum extension that the CLB can get for acting is an additional period of thirty days. So, even
for condonation of the delay for not having acted in thirty days, the CLB has an outer limit of sixty days under this
Act.

The hon. Member said how does the small investor travel. It has been further provided that it is not necessary for
the small depositor to be present at the time of the hearing. A simple postcard is enough. Then, there is a provision
for penalties on the company which defaults. If a company does not repay him back, it cannot raise any further
deposit from the market. Further, if it accepts loans from banks or financial institutions, all those moneys are first
going to be utilised for repayment to the small depositors, rather than for any other business of the company, and if
it still does not pay, the penalty amount is extended and then there is a provision for punishment up to three years
to the officer of the company who is responsible.

gÉÉ Ò É ÊB É E®É Ò] Âº ÉÉ äà É èÂªÉ É gÉÉ Ò É ÊB É E®É Ò] Âº ÉÉ äà É èÂªÉ É : àÉÉxÉxÉÉÒÂªÉ àÉÆjÉÉÒ VÉÉÒ VÉÉä ABÉE +ÉSUÉ BÉEÉÂªÉÇ BÉE®xÉä VÉÉ ®cä cé, <ÂºÉÉÒÉÊãÉA àÉé =xÉBÉEÉÒ |ÉÂ¶ÉÆÂºÉÉ +ÉÉè® ÂºÉàÉlÉÇxÉ BÉE® ®cÉ cÚÆ ãÉäÉÊBÉExÉ ÂºÉÉlÉ àÉå àÉé =xÉBÉEÉ vÂªÉÉxÉ
+ÉÉBÉEÉÌÂÉiÉ BÉE®xÉÉ SÉÉciÉÉ cÚÆ ÉÊBÉE càÉ {ÉEÉÒãb àÉå BÉEÉàÉ BÉE®iÉä cé* càÉ +ÉÉ{ÉBÉEÉä {ÉEÉÒb-Â¤ÉèBÉE nä ®cä cé ÉÊBÉE {ÉÉäÂº] BÉEÉbÇ BÉEÆ{ÉxÉÉÒ ãÉÉì Â¤ÉÉäbÇ BÉEÉä ÉÊãÉJÉÉ VÉÉiÉÉ cè ãÉäÉÊBÉExÉ =ÂºÉBÉEÉ
BÉEÉìMÉÉÊxÉVÉåÂºÉ xÉcÉÓ ÉÊãÉÂªÉÉ VÉÉiÉÉ cè* Because they do not have the machinery, they do not have that much staff. That is why I am
requesting you to provide something.. +ÉÉ{ÉBÉEÉä {ÉiÉÉ cè ÉÊBÉE àÉä®ä ÂºÉä VÂªÉÉnÉ ãÉÉVÉÇ ÂºBÉEäãÉ +ÉÉ{ÉxÉä |ÉÉäẤ ÉÉÒVÉxÉ ÉÊBÉEÂªÉÉ cè ÉÊBÉE +ÉxÉ{Éäb ÉÊbÉÊẤ Ébåb VÉÉä BÉEÆ{ÉxÉÉÒ BÉEä {ÉÉÂºÉ
7-8 ÂºÉÉãÉ ÂºÉä Â¤ÉSÉÉ ®ciÉÉ cè, ÉÊBÉEÂºÉÉÒ ÂºÉ®BÉEÉ® xÉä =ÂºÉàÉå nJÉãÉ xÉcÉÓ nÉÒ cè, +ÉÉ{ÉxÉä nJÉãÉ ÉÊnÂªÉÉ cè ãÉäÉÊBÉExÉ +ÉÉ~ ÂºÉÉãÉ Â¤ÉéBÉE àÉå BÉEÆ{ÉxÉÉÒ BÉEÉ +ÉxÉ{Éäb ÉÊbÉÊẤ Ébåb ãÉÉìBÉE-+É{É àÉå cè* It
is a total waste. +ÉÉVÉ iÉBÉE ÉÊBÉEiÉxÉÉ {ÉèÂºÉÉ +ÉxÉ{Éäb ÉÊbÉÊẤ Ébåb BÉEÉ ÉÊBÉEiÉxÉÉÒ Â¤ÉéBÉEÉå àÉå ÉÊàÉãÉÉ, =ÂºÉBÉEÉ BÉDÂªÉÉ cÖ+ÉÉ VÉÉä BÉEÆ{ÉxÉÉÒ xÉä ®JÉÉ cè ÂªÉÉ VÉÉä bÚÂ¤É MÉÂªÉÉ* <xÉ ÂºÉÂ¤ÉBÉEÉÒ ÉÊBÉEÂºÉÉÒ
BÉEä {ÉÉÂºÉ VÉÉxÉBÉEÉ®ÉÒ xÉcÉÓ cè* At least you have taken cognisance of it. It can be Rs.10,000 crore, it can be Rs.2,000 crore.
Nobody knows it. That is why I am supporting you.

SHRI ARUN JAITLEY: For the entire money which is the unpaid dividend or the unpaid interest of depositors, now
there will be a Fund created, which is the Investor Education Fund, and it will entirely go away from the company
into that Fund. So, that Fund is intended to be created. Perhaps there is an independent Trust.

gÉÉ Ò É ÊB É E®É Ò] Âº ÉÉ äà É èÂªÉ É gÉÉ Ò É ÊB É E®É Ò] Âº ÉÉ äà É èÂªÉ É : Ấ Éc +ÉÉ{É BÉE® ®cä cé, <ÂºÉÉÊãÉA àÉé +ÉÉ{ÉBÉEÉä Â¤ÉvÉÉ<Ç näiÉÉ cÚÆ ÉÊBÉE BÉEàÉ ÂºÉä BÉEàÉ =ÂºÉBÉEä BÉEÉ®hÉ <ÆẤ ÉäÂº]ÂºÉÇ +ÉẤ ÉäÂªÉ®xÉèÂºÉ AVÉÖBÉEäÂ¶ÉxÉ |ÉÉä]èÉÎBÉD]Ấ É àÉèVÉÂºÉÇ +ÉÉ{É ãÉä
{ÉÉAÆMÉä*

MR. DEPUTY-SPEAKER: Shri Kirit Somaiya, the hon. Minister is going on replying to all those points that you are
raising. Now, a comprehensive provision is already made for all your points. I request you to make it short, as we
have to pass this Bill.

gÉÉ Ò É ÊB É E®É Ò] Âº ÉÉ äà É èÂªÉ É gÉÉ Ò É ÊB É E®É Ò] Âº ÉÉ äà É èÂªÉ É : àÉcÉänÂªÉ, àÉé JÉÉãÉÉÒ UÉä]ä-UÉä]ä iÉÉÒxÉ ÉÊÂ¤ÉxnÖ BÉEc BÉE® +É{ÉxÉÉÒ Â¤ÉÉiÉ ÂºÉàÉÉ{iÉ BÉEÂ°ôÆMÉÉ* +ÉÉ{ÉxÉä VÉÉä |ÉÉäÉÊẤ ÉVÉxÉ BÉEä Â¤ÉÉ®ä àÉå Â¤ÉiÉÉÂªÉÉ cè, ÂºÉÉÒAãÉÂ¤ÉÉÒ BÉEä +ÉÉbÇÂºÉÇ BÉEÉä
BÉEÉä<Ç <à{ãÉÉÒàÉå] xÉcÉÓ BÉE®iÉÉ cè iÉÉä +ÉÉ®Â¤ÉÉÒ+ÉÉ<Ç +ÉÉMÉä ABÉDÂ¶ÉxÉ ãÉä ÂºÉBÉEiÉÉÒ cè* àÉé +ÉÉ{ÉBÉEÉÒ VÉÉxÉBÉEÉ®ÉÒ BÉEä ÉÊãÉA Â¤ÉiÉÉxÉÉ SÉÉciÉÉ cÚÆ ÉÊBÉE +ÉÂ£ÉÉÒ iÉBÉE BÉEÉä<Ç Â£ÉÉÒ BÉEà{ÉxÉÉÒ BÉEä bÉÂªÉ®äBÉD]® BÉEÉä
+ÉÉ®Â¤ÉÉÒ+ÉÉ<Ç ABÉDÂ¶ÉxÉ BÉEä +ÉÆiÉMÉÇiÉ ÂºÉVÉÉ xÉcÉÓ cÖ<Ç cè* How can you frame that the action can be expedited? BÉEà{ÉxÉÉÒ ÂºÉÉÒAãÉÂ¤ÉÉÒ +ÉÉbÇ® {ÉÉÂºÉ BÉE®iÉÉÒ cè
ÉÊBÉE +ÉÉ{É nÉä ÂºÉÉãÉ àÉå {ÉèÂºÉÉ nÉä, ãÉäÉÊBÉExÉ Ấ Éc näiÉÉ xÉcÉÓ cè* +ÉÉ®Â¤ÉÉÒ+ÉÉ<Ç BÉEciÉÉÒ cè ÉÊBÉE càÉÉ®ä {ÉÉÂºÉ BÉEÉä<Ç àÉÂ¶ÉÉÒxÉ®ÉÒ xÉcÉÓ cè* That is one more point. Another
point is that there is a multiplicity of regulators to protect the interest of the small investors. <ÂºÉ oÉÎÂ] ÂºÉä àÉé ÂªÉc BÉEcxÉÉ SÉÉcÚÆMÉÉ
ÉÊBÉE ÂºÉäÂ¤ÉÉÒ, +ÉÉ<Ç+ÉÉäÂºÉÉÒ, bÉÒÂºÉÉÒ, ÂºÉÉÒAãÉÂ¤ÉÉÒ, +ÉÉ®Â¤ÉÉÒ+ÉÉ<Ç, Âº]ä] MÉẤ ÉxÉÇàÉå] +ÉÉè® ÂºÉÉÒÂ¤ÉÉÒ+ÉÉ<Ç cè* There are several multiplicity of agents. +ÉÂ¤É =ÂºÉ oÉÎÂ] ÂºÉä Â£ÉÉÒ BÉÖEU
BÉE®xÉä BÉEÉ |ÉÂªÉixÉ BÉE®åMÉä iÉÉä BÉEÉ{ÉEÉÒ +ÉSUÉ cÉäMÉÉ ÉÊBÉE <xÉẤ ÉäÂº]ÂºÉÇ ÉÊBÉEÂºÉÉÒ |ÉBÉEÉ® ÂºÉä ÉÊBÉEÂºÉÉÒ Â£ÉÉÒ |ÉBÉEÉ® BÉEÉÒ BÉEà{ãÉå] BÉEä ÉÊãÉA ÉÊÂºÉ{ÉEÇ ABÉE AVÉåÂºÉÉÒ BÉEÉä ÉÊãÉJÉ nå* That
Government agency can act as a nodal agency and can pass on the complaint.

àÉcÉänÂªÉ, àÉé +ÉÆiÉ àÉå ABÉE UÉä]É ÂºÉÉ ÂºÉÖZÉÉẤ É àÉÆjÉÉÒ VÉÉÒ BÉEÉä näxÉÉ SÉÉcÚÆMÉÉ* +ÉÉ{É Â¤ÉcÖiÉ BÉÖEU BÉE® ®cä cé, càÉÉ®ä VÉÉä SÉÉ]ÇbÇ ABÉEÉ=Æ]å] <ÆÂº]ÉÒ]áÉÚÂ¶ÉÆÂºÉ cé =xcÉåxÉä +ÉÉ{ÉBÉEÉä BÉÖEU ÂºÉÖZÉÉẤ É
Â£ÉäVÉä cé* Âº]éÉËbMÉ BÉEàÉä]ÉÒ BÉEä ÉÊẤ ÉÉÊÂ£ÉxxÉ ÂºÉnÂºÂªÉÉå ÂºÉä +ÉÉ{ÉBÉEÉÒ SÉSÉÉÇ cÖ<Ç cè* +ÉÉ{É VÉÉä nÉä |ÉÉäÉÊẤ ÉVÉxÉ BÉE®xÉä VÉÉ ®cä cé, In 1970 both the Government and
Parliament have brought the chartered accountants under a limit or ceiling. BÉEÉä<Ç Â£ÉÉÒ ABÉE SÉÉ]ÇbÇ ABÉEÉ=Æ]å] 20 ÂºÉä VÂªÉÉnÉ BÉEà{ÉxÉÉÒ BÉEÉ
+ÉÉìÉÊb] xÉcÉÓ BÉE® ÂºÉBÉEiÉÉ, ãÉäÉÊBÉExÉ =ÂºÉ ÂºÉàÉÂªÉ {É® ABÉE nÚÂºÉ®É |ÉÉäÉÊẤ ÉVÉxÉ +ÉÉÂªÉÉ lÉÉ ÉÊBÉE |ÉÉ<Ấ Éä] ÉÊãÉÉÊàÉ]äb BÉEà{ÉxÉÉÒ BÉEÉ ]xÉÇ+ÉÉäẤ É® Â¤ÉcÖiÉ VÂªÉÉnÉ cè* That will be treated
as a deemed public limited company. =ÂºÉBÉEÉ Â£ÉÉÒ <ÂºÉ ÂºÉÉÒÉËãÉMÉ àÉå ÂºÉàÉÉẤ ÉäÂ¶É cÉäMÉÉ* +ÉÂ£ÉÉÒ +ÉÉ{É ABÉE |ÉÉäÉÊẤ ÉVÉxÉ BÉEä uÉ®É bÉÒàb ÉÊãÉÉÊàÉ]äb BÉEà{ÉxÉÉÒ BÉEÉä ÉÊxÉBÉEÉãÉ
®cä cé* Once again that will become a private limited company. =ÂºÉBÉEä BÉEÉ®hÉ BÉEÉèxÉ-BÉEÉèxÉ ÂºÉÉÒ BÉEà{ÉxÉÉÒ |ÉÉ<Ấ Éä] ÉÊãÉÉÊàÉ]äb Â¤ÉxÉ ÂºÉBÉEiÉÉÒ cè* Godrej
will become a private limited company because Godrej is both a private limited company and also due to this
deemed company's provision. ÉÊ{ÉE® =ÂºÉÉÒ BÉEä ÂºÉÉlÉ àÉå BÉEÉäBÉEÉBÉEÉäãÉÉ cè* That is a private limited company. Enron is a private
limited company. àÉä®ÉÒ |ÉÉlÉÇxÉÉ <iÉxÉÉÒ cè ÉÊBÉE càÉ <xcå VÂªÉÉnÉ ÂºÉä VÂªÉÉnÉ +ÉSUÉÒ iÉ®c ÂºÉä àÉÉäÉÊxÉ]® BÉE® {ÉÉAÆ* +ÉÉ{É ABÉE SÉÉ]ÇbÇ ABÉEÉ=Æ]å] BÉEÉÒ 20 BÉEÉÒ ÂºÉÉÒÉËãÉMÉ BÉEÉÂªÉàÉ
®JÉå, ãÉäÉÊBÉExÉ |ÉÉ<Ấ Éä] ÉÊãÉÉÊàÉ]äb BÉEà{ÉxÉÉÒ Â£ÉÉÒ =ÂºÉ ÂºÉÉÒÉËãÉMÉ àÉå <xÉBÉDãÉÖb cè* +ÉÉ{É ÉÊVÉÂºÉä ÉÊxÉBÉEÉãÉxÉÉ SÉÉciÉä cÉä, =ÂºÉä xÉ ÉÊxÉBÉEÉãÉ BÉE® Ấ ÉèÂºÉä BÉEÉ Ấ ÉèÂºÉÉ ®JÉå* +ÉÉ{ÉxÉä ABÉE nÚÂºÉ®É UÉä]É
ÂºÉÉ |ÉÉäÉÊẤ ÉVÉxÉ Â£ÉÉÒ BÉEcÉ cè- At one place, you have made some changes in the definition of an officer. The change that you
have made is here. I do not know what was the intention of the Department in doing so. +ÉÉ{ÉxÉä àÉèxÉäÉËVÉMÉ AVÉå] +ÉÉè® =ÂºÉBÉEÉ



bäÉÊ{ÉEÉÊxÉÂ¶ÉxÉ Â¤ÉnãÉiÉä ÂºÉàÉÂªÉ, chartered accountants will become or will be treated as officers now under the new definition. àÉÖZÉä
AäÂºÉÉ ãÉMÉiÉÉ cè ÉÊBÉE SÉÉ]ÇbÇ ABÉEÉ=Æ]å] <xÉÉÊb{Éåbå] ®cäMÉÉ iÉÉä ÂºÉÂ£ÉÉÒ BÉEÉä {ÉEÉÂªÉnÉ cÉäMÉÉ* +ÉMÉ® =ÂºÉä BÉEà{ÉxÉÉÒ BÉEä +ÉÉÉÊ{ÉEÂºÉ® BÉEä Â°ô{É àÉå ãÉÉÂªÉÉ VÉÉAMÉÉ iÉÉä =ÂºÉBÉEÉÒ <xÉÉÊb{ÉåbåÂºÉ BÉEÉä
lÉÉäÂ½É vÉBÉDBÉEÉ {ÉcÖÆSÉ ÂºÉBÉEiÉÉ cè*

àÉé +ÉÉ{ÉÂºÉä BÉEcxÉÉ SÉÉciÉÉ cÚÆ ÉÊBÉE +ÉÉ{É ABÉE +ÉSUÉÒ ÉÊnÂ¶ÉÉ àÉå {ÉcÖÆSÉ ®cä cé* càÉ +ÉÉ{ÉÂºÉä Â¤ÉcÖiÉ +ÉÉÂ¶ÉÉ ®JÉiÉä cé ÉÊBÉE +ÉÉ{É VÉãnÉÒ ÂºÉä VÉãnÉÒ ABÉE BÉEÉìà|ÉÉÒcåÉÊÂºÉẤ É ÉÊÂ¤ÉãÉ ãÉÉBÉE® ÂºÉÉäãÉ <xÉÂ
´ÉäÂº]ÂºÉÇ BÉEÉÒ ®FÉÉ BÉEä ÉÊãÉA +ÉÉè® |ÉÂªÉixÉ BÉE®åMÉä*

*

SHRI RUPCHAND PAL (HOOGLY): Mr. Deputy-Speaker, Sir, my first observation on the Bill is that it is too little
and too late because things are not going to improve.

DR. NITISH SENGUPTA (CONTAI): It is better late than never.

SHRI RUPCHAND PAL : It may be so. Things are not gong to improve − say it in the case of better corporate
governance, better corporate democracy, more transparency and disclosure be it in respect of prospectus or
balance sheet, more accountability, more deterrence in the matter of anti-investor activities. My apprehension is
that things are not going to improve at all.

Sir, as you know, since the market economy was introduced in 1992 till today, the people of this country have lost
an amount ranging from Rs. 35,000 crore to Rs. 38,000 crore. That is the rough estimate made by an independent
authority. Of this, only the plantation companies alone accounted for above Rs. 15,000 crore. This Government has
neither done anything nor does it intend to do anything. I am making a reference to the reply given by the hon.
Minister. It says that out of 142 vanishing companies, prosecutions have been initiated against 93 companies and
no prosecutions have been initiated against 37 companies. The question was : "What about the money lost by the
common people of this country?" The reply was : "The Department has constituted some task force to identify the
vanishing companies and the vanishing companies could not be traced. So, money could not be given back." This
is the state of affairs.

Sir, investors are suffering in India. There are about 19 million investors in the country. The number is less than that
in China although China opted for reforms in the share market only three or four years back and our stock market is
about 125 years old. The protection that we provide to the investors is really in a very distressing condition. People
have become totally disenchanted and the small investors, who are considered to be the pillars of the Indian stock
market, have lost confidence. This piece of legislation is never going to restore the confidence of the small
investors, and even of medium and short-term investors, in the share market. Investors have lost money in several
ways. They have lost it through erosion of prices in the secondary market and through siphoning off company
funds. We know that in this very House, we had discussed about some very important companies and how the
promoters had siphoned off company funds, made them sick and to just avoid repayment of the money, they had
managed to refer it to the BIFR. There was bad management of the companies. There is no legal system in this
country to protect the investors' interest as it is there in some developed countries, for example, the United States.
The Minister may now say that I have referred to China and now I am referring to the US. But what is good should
be considered as good. In the U.S., such an exemplary compensation is given that it acts as a deterrence, and the
fly-by-night companies and others cannot escape. They have to pay money back. They are punished in such a
manner that they have to pay back the money. But things are not going to improve here by this limited piece of
legislation.

Again, several things are being said currently. It is also said that the small investors will be able to sell and buy their
shares in the current situation in the demat form - I am speaking about the current situation − but the small investors
can neither sell nor buy their shares; they are shunning the depositories. Only seven stock exchanges out of 23
have such arrangements. Depository is a costly affair and the custodial charges are there. The Registrar of
Companies − this needs to be seriously considered − who is handling share transfer through conventional physical
form is resorting to delaying tactics and the victims are the small investors.

The concept of corporate governance is there in Sir Cadbury Committee Report and several other Committees'
Reports. We have discussed it in the House and also in the Committee, but we are nowhere near to the minimum
concept of corporate governance.

Coming to the Directors' responsibility, if the repayment of the deposit or dividend has not been made, then even
the director of the defaulting company should be held responsible. Even today, the nominee directors are not at all
held responsible, leave alone the other directors. Do you know what is happening? The companies are working in
the manner they want them to be, without caring for the Company Law Board and SEBI. I had once asked the SEBI
Chairman, "Do you consider yourself to be adequately equipped with the authority and power?" He frankly admitted,
"SEBI is a toothless body". Even in the case of the prospectus, when it was said that they should examine the
prospectus before the initial offering was made, SEBI said that it was not its job, and that it was the job of the



prospectus before the initial offering was made, SEBI said that it was not its job, and that it was the job of the
merchant banker. Now, it is good that the Government is ready to take up that responsibility. How far this is going to
serve the purpose, I do not know.

The CLB is a quasi-judicial body. What punishment have they meted out to those offenders who have looted
common people's money during the last eight years? When the market was opened in 1992 as a result of the then
Congress Government wanting a market economy, there was laissez-faire, and there was no controlling or
regulatory body. We know as to what happened in the securities scam. In the securities scam case, the JPC
recommended certain things, but till today, this Government has not acted on them. There was a unanimous
recommendation by the same JPC on Securities Scam that companies should have to perform such and such
things; such and such should be the minimum criteria to be observed by them etc.

Coming to the provision of small investors' representatives on the Board, my esteemed senior colleague, Shri
Shivraj Patil, mentioned that it was there earlier. But as far as I could understand from the Press reports, the
industrial houses and the industrialists had put pressure on the Government that it should not be there. Now, they
have made it optional, not mandatory. It should be there to protect the small investors. This minimum provision
should be there that they should have some sort of representation on the Board of Directors.

Sir, now I will come to clause 58 (a) (9). There is a sort of expression give in this clause, that is, the 'CLB can get an
appropriate order'. What is an 'appropriate order'? It should be that the payment would have to be made. Clause 58
(a) (9) is not using that expression. The Minister may kindly explain as to what an appropriate order is.

Coming to the delegation of powers from the Department of Company Affairs to the Company Law Board, and to the
SEBI, is okay. But how far SEBI will be able to perform this role, I am not sure about it.

Coming to the provision about the Audit Committee to be set up by the Board, and particularly, its observations to
be incorporated in the report itself so that the shareholders can have their democratic right of perusing it, it is okay.
But there is a serious development that is taking place. The independence of the audit system as such is being
diluted. There are so many reports on the erosion of the independence of the audit system, and I am giving only
one reference. There was a court judgment about the malpractices in the ICWA examinations. The Government is
sitting over the report of the Inquiry Team on alleged malpractices in the declaration of June/December 1998
examination results by ICWA. The directives of the Department of Company Affairs are being thrown to the winds by
very important people, by their own people. Even after the court judgment, if the malpractices in the examination
results are allowed, then the independence of the audit system gets diluted.

The independence of the audit system is being diluted. The format has not been prepared and still the Government
is saying that in a liberalised atmosphere we shall go in for the international standard of accounting. No one is
going to believe such things.

Sir, my next point is about mergers and amalgamations. The points such as, what does the Government propose to
do in case of takeovers that are hostile or otherwise; or, what would the SEBI do in case of takeovers, are being
widely discussed. But my point is this. How is the interest of the small investors going to be protected in case of
hostile takeovers or normal takeovers? How is this piece of legislation going to take care of this development that is
taking place in the country? This is one grey area that is helping the unscrupulous operators of the different
companies to accumulate wealth at the cost of the nation and at the cost of the investors.

Sir, my next point is about the inter-corporate investments. The Government, in this piece of legislation, has not
proposed anything concrete to take care of this particular area and things are deteriorating day by day.

My next point is about the conflicting powers of various institutions. What is the responsibility of the Company Law
Board? What is the responsibility of the SEBI? What is the responsibility of the RBI? These responsibilities should
be very clearly and categorically mentioned. There are cases where the SEBI says that it is the duty of the
Company Law Board and the Company Law Board says that they are powerless and RBI can only do it. There are
cases about prosecution, punishment, penalties and such other things.

Sir, my next point is about falsification of accounts. After the changes made in the Money Laundering Bill and with
the introduction of the new FEMA, falsification of accounts is a very serious problem. We may go on speaking about
corporate governance, about transparency and about disclosures, but this falsification of accounts is a very big
menace. After the introduction of the new FEMA, there are always two to three sets of balance sheets. One is for
income tax, one is for prospectus and one is for other purposes. I would like to know as to how this piece of
legislation is going to improve the situation.

Sir, I have one suggestion to make. Why should the interest of the small investors not be insured? Insurance of the
interest of the small investors is one of the measures that could give some protection to the small investors as a



whole.

Sir, there were some recommendations made by the Dhanuka Committee. They made very valid suggestions in
regard to the division of jobs and exclusive powers given to SEBI and others. The hon. Minister may just share his
information about the recommendations made by the Dhanuka Committee.

Sir, my next point is about deletions made. We are repeatedly being told that any company where there is a
Government share of more than 25 per cent it is not to be considered a private company. In the matter of
disinvestment the Government is repeatedly saying that in case of banks even if the shareholding is brought down
from 51 per cent to 33 per cent, it does not matter. In case of the insurance sector 26 per cent shareholding is
enough to control it because nothing can be done without the permission of the Government. The hon. Minister may
kindly clarify section 43(a). I would like to know if the Government would have the same kind of control with 26 per
cent of shares as it would have with 51 per cent of shares or not.

Then there is this Indian company concept in the case of insurance also. What is an Indian company? How can a
foreign company have an Indian partner? It was stated - Indian company 'as defined in the Companies Act'. In the
current scenario where foreign companies are coming into the country and having Indian partners with a larger
share, matters relating to takeover, behind-the-scenes operations, having full control, and all such things should be
explained by the Government.

In the current situation in which the investor's confidence is at a low ebb, a comprehensive statutory codification is
necessary. A blend of statutory codification with self-regulation is essential. A new concept has come up of not only
corporate governance but corporate ethics. Will this piece of legislation be able to ensure that the companies act
more ethically? Unethical practices like taking money from banks but not repaying, promising high dividends to
investors but not paying them, are going on. After a point of time such companies vanish from the scene. An
independent study has stated that between 1992 and 2000, no less than Rs.35,000 crore to Rs.38,000 crore of
investors' money has been lost this way.

Postal ballot is a good idea, but the Government has to see as to how things can be improved. Coming to
disqualification of Directors, is there any limit on how many Directors can be there in a company? I asked a Director
of a company as to how he is able to remember all those things. Some of them said that they did not need to
remember things and all that they need to do was to put their signatures. It has to be seen as to how the Directors
of defaulting companies can be debarred. Responsibility should be fixed on the Directors of such companies. I
would suggest that Directors of those companies who defaulted on payments should be punished. Such companies
should not be given financial assistance by any financial institution till they repay the loans taken. I started with the
observation that it is too little and too late. Hundreds and thousands of people of this country have lost huge
amounts of their hard-earned money.

There is hardly any transparency in the capital markets. There is hardly any control exercised over them. Reforms
do not mean that there should be no control. Even in a liberalised atmosphere we find control over loans taken by
companies from financial institutions. The Government should apply its mind to this very serious situation. The
capital market currently looks like a paradise of the foreign institutional investors who are operating as speculators.
Only a handful of scrips relating to the fields of information, communication and entertainment, and consumer goods
are doing well. It is a dismal picture otherwise. The capital market has neither the depth nor the breadth. If anyone
is responsible for this, it is the policy of the Government. In the name of reforms the Government has opened up
economy without imposing any control. The people are at the receiving end. They are losing.

They have lost faith and confidence. This piece of legislation is not going to restore confidence among the people
because there is a total lack of confidence.

I would rather suggest that by bringing a comprehensive Bill please try to protect not only the small investors but all
other investors who want to contribute to the nation-building process in their own way. There should be more
transparency and more accountability. There should be a Government which applies its mind about the operations
taking place not only in the capital market but inside the companies also.

bÉ ì. Âº É ÆVÉ ÂªÉ {É É Âº É Ấ É É x É (x É Ấ É Én É) bÉ ì. Âº É ÆVÉ ÂªÉ {É É Âº É Ấ É É x É (x É Ấ É Én É) : +ÉÉn®hÉÉÒÂªÉ ={ÉÉvÂªÉFÉ àÉcÉänÂªÉ, BÉEÆ{ÉxÉÉÒVÉ +ÉàÉähbàÉå] ÉÊÂ¤ÉãÉ àÉå VÉÉä +ÉàÉähbàÉå] +ÉÉ ®cÉ cè, =ÂºÉBÉEä ÂºÉàÉlÉÇxÉ àÉå Â¤ÉÉäãÉxÉä BÉEä ÉÊãÉA àÉé JÉÂ½É cÖ+ÉÉ
cÚÆ*

ÂºÉÂ¤ÉÂºÉä {ÉcãÉä àÉé BÉEcxÉÉ SÉÉcÚÆMÉÉ ÉÊBÉE Â¤ÉSÉ{ÉxÉ àÉå VÉÂ¤É càÉ ãÉÉäMÉ BÉEÆ{ÉxÉÉÒ BÉEä Â¤ÉÉ®ä àÉå ÂºÉÖxÉÉ BÉE®iÉä lÉä iÉÉä àÉxÉ àÉå Â£ÉÂªÉ cÉäiÉÉ lÉÉ BÉDÂªÉÉåÉÊBÉE <ÇÂº] <ÆÉÊbÂªÉÉ BÉEÆ{ÉxÉÉÒ xÉä càÉÉ®ä näÂ¶É àÉå +ÉÉBÉE®
càÉå MÉÖãÉÉàÉ Â¤ÉxÉÉÂªÉÉ lÉÉ iÉÉä =ÂºÉÂºÉä Â£ÉÂªÉ cÉäiÉÉ lÉÉ ÉÊBÉE BÉEÆ{ÉxÉÉÒ BÉDÂªÉÉ SÉÉÒWÉ cÉäiÉÉÒ cè* Â¤ÉÉn àÉå VÉÂ¤É BÉÖEU Â¤ÉÂ½ä cÖA iÉÉä ãÉÉäMÉÉå xÉä BÉEcÉ ÉÊBÉE ÉÊBÉEÂºÉÉÒ BÂªÉÉÎBÉDiÉ BÉEä Â¤ÉÉ®ä àÉå VÉÉxÉxÉÉ cè iÉÉä
=ÂºÉBÉEÉÒ BÉEÆ{ÉxÉÉÒ näJÉÉä* A man is known by his company. àÉxÉ àÉå Â£ÉÉẤ ÉxÉÉ Â¤ÉnãÉÉÒ ÉÊBÉE BÉEÆ{ÉxÉÉÒ BÉÖEU +ÉÉè® cè +ÉÉè® VÉÂ¤É BÉEÆ{ÉxÉÉÒ Â¤ÉÉMÉ àÉå ãÉÉäMÉÉå xÉä BÉEÆ{ÉxÉÉÒ BÉEä Â¤ÉÉ®ä àÉå
BÉEcÉ iÉÉä àÉxÉ àÉå +ÉSUÉ ãÉMÉÉ* +ÉÉVÉ àÉÖZÉä ÂªÉc BÉEcxÉä àÉå {ÉELÉ cÉä ®cÉ cè ÉÊBÉE näÂ¶É BÉEÉÒ VÉÉä Â£ÉÉÒ BÉEÆ{ÉÉÊxÉÂªÉÉÆ cé, nÖÉÊxÉÂªÉÉ àÉå VÉÉä Â£ÉÉÒ näÂ¶É cé, Today a country is known
by the companies, as to what they possess in regard to their dimensions, size and corporate outlay. +ÉÉVÉ ÂºÉÉ®ÉÒ nÖÉÊxÉÂªÉÉ àÉå



BÉEÆ{ÉÉÒ]ÉÒÂ¶ÉxÉ BÉEÉ nÉè® SÉãÉ ®cÉ cè*

1753 Â¤ÉVÉä (+ÉvÂªÉFÉ àÉcÉänÂªÉ {ÉÉÒ~ÉÂºÉÉÒxÉ cÖA)

{ÉÚ®ÉÒ nÖÉÊxÉÂªÉÉ BÉEÉ {ÉÉÊ®oÂ¶ÂªÉ Â¤ÉnãÉ ®cÉ cè* <ÂºÉBÉEä BÉEÉ®hÉ càÉÉ®ä näÂ¶É BÉEÉÒ BÉEÆ{ÉÉÊxÉÂªÉÉÆ VÉÉä Â¤ÉcÖiÉ ÉÊnxÉÉå ÂºÉä <ÂºÉ Â¤ÉÉiÉ BÉEÉÒ ãÉÉãÉÂºÉÉ àÉå lÉÉÓ BÉEÉ{ÉÉæ®ä] cèbÂVÉ àÉå ÉÊBÉE VÉÉä BÉÖEU +ÉÉàÉÚãÉ-SÉÚãÉ
{ÉÉÊ®Ấ ÉiÉÇxÉ cÉäxÉä cé, Ấ Éc cÉå, Â¤ÉÖÉÊxÉÂªÉÉnÉÒ Â¤ÉnãÉÉẤ É cÉä, +ÉlÉÇBÂªÉẤ ÉÂºlÉÉ Â¤ÉnãÉä, ÂªÉc àÉÉÆMÉ Â¤ÉcÖiÉ ÉÊnxÉÉå ÂºÉä SÉãÉ ®cÉÒ lÉÉÒ ÉÊBÉE <ÂºÉàÉå +ÉàÉähbàÉå] cÉäxÉä SÉÉÉÊcA* àÉÆjÉÉÒ VÉÉÒ <ÂºÉ ÉÊÂ¤ÉãÉ BÉEÉä ãÉÉA
cé, Â£ÉãÉä cÉÒ ÂªÉc BÉEÆÉÊ|ÉcäÉÎxÂºÉẤ É xÉ cÉä àÉMÉ® =ÂºÉBÉEä Â¤ÉÉẤ ÉVÉÚn Â£ÉÉÒ VÉÉä +ÉÉÆiÉÉÊ®BÉE ÂºÉÖvÉÉ® <ÂºÉÂºÉä cÉäxÉä Ấ ÉÉãÉä cé, ÉÊxÉÉÎÂ¶SÉiÉ Â°ô{É ÂºÉä <ÂºÉÂºÉä Â£ÉÉ®iÉÉÒÂªÉ BÉEÉ{ÉÉæ®ä] ãÉÉÂ£ÉÉÉÎxẤ ÉiÉ cÉäxÉä Ấ ÉÉãÉÉ cè* àÉé
BÉEcxÉÉ SÉÉcÚÆMÉÉ JÉÉÂºÉBÉE® VÉÉä <Ç.AÂºÉ.+ÉÉä.{ÉÉÒ. cè, ÂªÉc ÂºBÉEÉÒàÉ ãÉÉBÉE® <xcÉåxÉä VÉÉä BÉEàÉÇSÉÉ®ÉÒ Â¤ÉÆvÉÖ cé, VÉÉä Ấ ÉÉÍBÉEMÉ {ÉEÉäÂºÉÇ cè, =ÂºÉBÉEä ÉÊãÉA VÉÉä +ÉÉì{Â¶ÉxÉ cÉäiÉÉ cè, +ÉÉVÉ ÉÊẤ É|ÉÉä +ÉÉè®
<xÉ{ÉEÉäÉÊÂºÉÂºÉ BÉEä <Æ{ãÉÉì<WÉ ãÉÉJÉÉå BÉEÉÒ ÂºÉÆJÂªÉÉ àÉå cé +ÉÉè® Ấ Éä BÉEÆ{ÉÉÊxÉÂªÉÉÆ {ÉDãÉÉÊ®Â¶É BÉE® ®cÉÒ cé* càÉÉ®ÉÒ VÉÉä MÉẤ ÉxÉÇàÉå] ÂºÉèBÉD]® BÉEÉÒ BÉEÆ{ÉÉÊxÉÂªÉÉÆ cé VÉÉä ãÉMÉÂ£ÉMÉ Â¤ÉÆn cÉäxÉä BÉEä BÉEMÉÉ® {É® cé,
+ÉMÉ® =ÂºÉàÉå <Æ{ãÉÉì<VÉ BÉEÉÒ Â£ÉÉMÉÉÒnÉ®ÉÒ Â¤ÉxÉÉ<Ç VÉÉA iÉÉä ÉÊxÉÉÎÂ¶SÉiÉ Â°ô{É ÂºÉä VÉÉä <Ç.AÂºÉ.+ÉÉä.{ÉÉÒ. BÉEÉÒ xÉÂªÉÉÒ ÂºBÉEÉÒàÉ +ÉÉ ®cÉÒ cè <ÂºÉBÉEä àÉÉvÂªÉàÉ ÂºÉä càÉ ãÉÉÂ£ÉÉÉÎxẤ ÉiÉ cÉåMÉä +ÉÉè® VÉÉä BÉEÆ{ÉÉÊxÉÂªÉÉÆ
ÉÊÂºÉBÉE cÉä ®cÉÒ cé, Â¤ÉÉÒ.+ÉÉ<Ç.A{ÉE.+ÉÉ®. àÉå VÉÉ ®cÉÒ cé, =ÂºÉàÉå àÉÉèBÉEÉ ÉÊàÉãÉäMÉÉ ÉÊBÉE +ÉÉÊvÉBÉE ÂºÉä +ÉÉÊvÉBÉE BÉEàÉÇSÉÉÉÊ®ÂªÉÉå BÉEÉä =ÂºÉàÉå Â¶ÉÉÉÊàÉãÉ BÉE®BÉEä =xÉ BÉEÆ{ÉÉÊxÉÂªÉÉå BÉEÉä ~ÉÒBÉE ÂºÉä SÉãÉÉÂªÉÉ VÉÉ
ÂºÉBÉEä* <ÂºÉÉÊãÉA càÉ SÉÉciÉä cé ÉÊBÉE <Ç.AÂºÉ.+ÉÉä.{ÉÉÒ. BÉEÉä ~ÉÒBÉE ÂºÉä ÉÊb{ÉEÉ<xÉ ÉÊBÉEÂªÉÉ VÉÉA +ÉÉè® <ÂºÉBÉEÉ {ÉEÉÂªÉnÉ +ÉÉÊvÉBÉE BÉEÆ{ÉÉÊxÉÂªÉÉå BÉEÉä ÉÊàÉãÉä* àÉÆjÉÉÒ àÉcÉänÂªÉ xÉä <ÂºÉBÉEÉ |ÉÂªÉÉÂºÉ ÉÊBÉEÂªÉÉ cè
+ÉÉè® càÉ =ÂºÉBÉEÉÒ ÂºÉ®ÉcxÉÉ BÉE®iÉä cé*

+ÉvÂªÉFÉ àÉcÉänÂªÉ, ABÉE +ÉSUÉÒ Â¤ÉÉiÉ càÉÉ®ä ÉÊÂ¶ÉẤ É®ÉVÉ {ÉÉ]ÉÒãÉ VÉÉÒ xÉä BÉEcÉÒ ÉÊBÉE ÉÊẤ ÉnäÂ¶ÉÉÒ BÉEÆ{ÉÉÊxÉÂªÉÉå BÉEä ÉÊãÉA |ÉÉẤ ÉvÉÉxÉ ÉÊBÉEÂªÉÉ MÉÂªÉÉ cè ÉÊBÉE ]èBÉDxÉÉäãÉÉìVÉÉÒ BÉEä ÉÊãÉA, ÉÎÂºBÉEãb bèẤ ÉãÉ{ÉàÉå] BÉEä
ÉÊãÉA +ÉÉè® VÉÉä +ÉxÂªÉ ÂºÉÉàÉÉÉÊVÉBÉE FÉäjÉ cé, =ÂºÉàÉå BÉDÂªÉÉ Â£ÉÚÉÊàÉBÉEÉ cÉäxÉÉÒ SÉÉÉÊcA, =ÂºÉBÉEÉ BÉExÉÂºÉè{] ÉÊnÂªÉÉ MÉÂªÉÉ cè -- BÉEÉ{ÉÉæ®ä] ÂºÉÉäÂ¶ÉãÉ ®èÂº{ÉÉìxÂºÉ*

+ÉvÂªÉFÉ àÉcÉänÂªÉ, ÂªÉcÉÆ BÉEä BÉEÆ{ÉxÉÉÒ ABÉD] àÉå, BÉEÆ{ÉxÉÉÒ BÉDãÉÉìVÉ àÉå ÂºÉÉäÂ¶ÂªÉãÉ ®äÂº{ÉÉÆÉÊÂºÉÉÊÂ¤ÉÉÊãÉ]ÉÒ BÉEÉ BÉDãÉÉìVÉ xÉcÉÓ cè* càÉ SÉÉciÉä cé Ấ Éc +ÉÉxÉÉ SÉÉÉÊcA* Â£ÉãÉä cÉÒ <ÂºÉ ÂºÉÆÂ¶ÉÉävÉxÉ BÉEä àÉÉvÂªÉàÉ
ÂºÉä xÉcÉÓ cÉä, ãÉäÉÊBÉExÉ Â¤ÉÉn àÉå VÉÉä ÂºÉÆÂ¶ÉÉävÉxÉ +ÉÉxÉä Ấ ÉÉãÉä cÉå, =xÉàÉå ÉÊxÉÉÎÂ¶SÉiÉiÉÉè® {É® BÉEÉì®{ÉÉä®ä] ÂºÉÉäÂ¶ÂªÉãÉ ®äÂº{ÉÉÆÉÊÂºÉÉÊÂ¤ÉÉÊãÉ]ÉÒ BÉEÉ |ÉÉìÉÊẤ ÉVÉxÉ +ÉÉxÉÉ SÉÉÉÊcA* càÉÉ®É VÉÉä <iÉxÉÉ Â¤ÉÂ½É ÂºÉàÉÉVÉ
cè, càÉ SÉÉciÉä cé ÉÊBÉE <ÂºÉ ÂªÉÖMÉ àÉå BÉEÆ{ÉxÉÉÒ BÉEä +ÉÉÉÌlÉBÉE ãÉÉÂ£É BÉEÉ {ÉEÉÂªÉnÉ BÉÖEU ®ÉVÂªÉÉå BÉEÉä <ãÉÉBÉEÉå, BÉÖEU JÉÉÂºÉ ãÉÉäMÉÉå, BÉÖEU àÉè]ÅÉä{ÉÉäÉÊãÉ]xÉ FÉäjÉÉå BÉEÉä cÉÒ cÉä ®cÉ cè* AäÂºÉÉ xÉ cÉäBÉE®
càÉ SÉÉciÉä cé ÉÊBÉE <ÂºÉBÉEÉ ãÉÉÂ£É näÂ¶É BÉEä ÂºÉàÉÉVÉ BÉEä c® Ấ ÉMÉÇ BÉEÉä ÉÊàÉãÉä* <ÂºÉ BÉEÉä+ÉÉ{É®ä] Âº{ÉEÉÒÂªÉ® àÉå ÂºÉàÉÉVÉ BÉEä c® Ấ ÉMÉÇ BÉEä +ÉÉnàÉÉÒ BÉEÉä {ÉEÉÂªÉnÉ ÉÊàÉãÉä, ÉÊVÉÂºÉàÉå àÉÉÊcãÉÉAÆ, ÉÊBÉEÂºÉÉxÉ,
xÉẤ ÉÂªÉÖẤ ÉBÉE, UÉjÉ, àÉVÉnÚ® +ÉÉÉÊn ÂºÉÂ£ÉÉÒ +ÉÉiÉä cé* =xÉ ÂºÉÂ¤É BÉEÉä <ÂºÉBÉEÉ BÉÖEU xÉ BÉÖEU ãÉÉÂ£É ÉÊàÉãÉä* <ÂºÉÉÊãÉA càÉ SÉÉciÉä cé ÉÊBÉE BÉEÉä+ÉÉ{É®äÉÊ]Ấ É ÂºÉÉäÂ¶ÂªÉãÉ ®äÂº{ÉÉÆÉÊÂºÉÉÊÂ¤ÉãÉ]ÉÒ BÉEä BÉDãÉÉìVÉ BÉEÉä
ABÉE BÉEÉìà|ÉÉÒcäÉÎxÂºÉẤ É ÉÊÂ¤ÉãÉ ãÉÉBÉE® ÂªÉc |ÉÉẤ ÉvÉÉxÉ +ÉÉÊxÉẤ ÉÉÂªÉÇ Â°ô{É ÂºÉä ®JÉÉ VÉÉA*

+ÉvÂªÉFÉ àÉcÉänÂªÉ, iÉÉÒÂºÉ®ÉÒ Â¤ÉÉiÉ +ÉÉVÉ VÉÉä VÉÉÒ.bÉÒ.+ÉÉ®. +ÉÉè® A.bÉÒ.+ÉÉ®. BÉEÉÒ +ÉÉiÉÉÒ cè, MãÉÉäÂ¤ÉãÉ ÉÊb{ÉÉäVÉÉÒ]®ÉÒ ÉÊ®ÂºÉÉÒ] BÉEÉÒ Â¤ÉÉiÉ +ÉÉiÉÉÒ cè, +ÉàÉäÉÊ®BÉExÉ ÉÊb{ÉÉìÉÊVÉ]®ÉÒ ÉÊ®ÂºÉÉÒ] BÉEÉÒ Â¤ÉÉiÉ
+ÉÉiÉÉÒ cè, <ÂºÉÉÒ fÆMÉ ÂºÉä càÉ SÉÉciÉä cé ÉÊBÉE <ÆÉÊbÂªÉÉ ÉÊb{ÉÉÉÊVÉ]®ÉÒ ÉÊ®ÂºÉÉÒ] BÉEÉÒ Â¤ÉÉiÉ Â£ÉÉÒ cÉäxÉÉÒ SÉÉÉÊcA iÉÉÉÊBÉE VÉÉä ÉÊẤ ÉnäÂ¶ÉÉÒ BÉEÆ{ÉÉÊxÉÂªÉÉÆ BÉEè{ÉÉÒ]ãÉ àÉÉBÉEæ] àÉå +ÉÉxÉÉ SÉÉc ®cÉÒ cÉå =xÉBÉEÉä
{É®àÉÉÒÂ¶ÉxÉ ÉÊàÉãÉ ÂºÉBÉEä* <ÂºÉÉÊãÉA càÉ +ÉÉ{ÉBÉEä àÉÉvÂªÉàÉ ÂºÉä BÉEcxÉÉ SÉÉciÉä cé <ÂºÉàÉå BÉÖEU |ÉÉẤ ÉvÉÉxÉ ãÉÉA MÉA cé ãÉäÉÊBÉExÉ +ÉÉè® Â£ÉÉÒ {ÉÖJiÉÉ Â¤ÉxÉÉxÉä BÉEä ÉÊãÉA, ÂºÉàÉÉVÉÉäxàÉÖJÉ Â¤ÉxÉÉxÉä BÉEä ÉÊãÉA,
ÂºÉÉäÂºÉÉÂªÉ]ÉÒ BÉEä +ÉÉäÉÊ®AÆ]äÂ¶ÉxÉ BÉEä ÉÊãÉA, VÉÉä BÉÖEU Â¤ÉÉvÉÉAÆ cé =xcå nÚ® ÉÊBÉEÂªÉÉ VÉÉA +ÉÉè® <ÂºÉ ABÉD] BÉEÉ +ÉÉàÉ ãÉÉäMÉÉå BÉEÉä ãÉÉÂ£É ÉÊàÉãÉä, <ÂºÉ Â¤ÉÉiÉ BÉEÉ vÂªÉÉxÉ ®JÉxÉÉ SÉÉÉÊcA*

+ÉvÂªÉFÉ àÉcÉänÂªÉ, SÉÉèlÉÉÒ Â¤ÉÉiÉ ÂªÉc cè ÉÊBÉE VÉÉä bÉÒàÉä] {ÉEÉìàÉÇ BÉEÆ{ÉãÉÂºÉ®ÉÒ ÉÊBÉEÂªÉÉ MÉÂªÉÉ cè, Ấ Éc Â£ÉÉÒ Â¤ÉcÖiÉ +ÉSUÉ ÉÊBÉEÂªÉÉ MÉÂªÉÉ cè* ÂªÉc +ÉÉẤ ÉÂ¶ÂªÉÃBÉE lÉÉ* <ÂºÉÂºÉä BÉEÉ{ÉEÉÒ ãÉÉÂ£É ÉÊàÉãÉäMÉÉ* xÉcÉÓ,
iÉÉä A{ãÉÉÒBÉEäÂ¶ÉxÉ àÉå <iÉxÉÉÒ ÂºÉÉ®ÉÒ <x{ÉEàÉæÂ¶ÉxÉ àÉÉÆMÉÉÒ VÉÉiÉÉÒ lÉÉÒ ÉÊVÉÂºÉÂºÉä BÉEÉ{ÉEÉÒ {É®äÂ¶ÉÉxÉÉÒ cÉäiÉÉÒ lÉÉÒ* <ÂºÉÉÊãÉA BÉÖEU BÉEÆ{ÉÉÊxÉÂªÉÉå BÉEä ÉÊãÉA bÉÒàÉä] {ÉEÉìàÉÇ +ÉÉÊxÉẤ ÉÉÂªÉÇ BÉE® ÉÊnÂªÉÉ MÉÂªÉÉ cè* ÂªÉc
Â¤ÉcÖiÉ +ÉSUÉ ÉÊBÉEÂªÉÉ MÉÂªÉÉ cè* <ÂºÉÂºÉä <xẤ ÉäÂº]® BÉEÉä BÉEÉ{ÉEÉÒ {ÉEÉÂªÉnÉ cÉäMÉÉ +ÉÉè® ÉÊxÉÉÎÂ¶SÉiÉ iÉÉè® ÂºÉä =ÂºÉBÉEÉÒ Â£ÉÉMÉÉÒnÉ®ÉÒ Â¤ÉfÃäMÉÉÒ* càÉ +ÉÉÂ¶ÉÉẤ ÉÉxÉ cé ÉÊBÉE VÉcÉÆ {ÉcãÉä BÉÖEU xÉcÉÓ lÉÉ Ấ ÉcÉÆ
+ÉÂ¤É Â¤ÉÉäbÇ àÉå ABÉE bÉÂªÉ®èBÉD]® Â¤ÉxÉ ®cÉ cè, iÉÉä ÉÊxÉÉÎÂ¶SÉiÉ Â°ô{É ÂºÉä ÉÊVÉÂºÉ Ấ ÉMÉÇ BÉEÉä +ÉÂ£ÉÉÒ iÉBÉE BÉEÉä<Ç |ÉÉÊiÉÉÊxÉÉÊvÉiẤ É |ÉÉ{iÉ xÉcÉÓ lÉÉ, =ÂºÉ Ấ ÉMÉÇ BÉEÉä lÉÉäÂ½É cÉÒ ÂºÉcÉÒ, BÉÖEU |ÉÉÊiÉÉÊxÉÉÊvÉiẤ É iÉÉä |
ÉÉ{iÉ cÉä ®cÉ cè* <ÂºÉÂºÉä UÉä]ä <xẤ ÉäÂº]® Ấ ÉMÉÇ BÉEÉä ãÉÉÂ£É ÉÊàÉãÉäMÉÉ*

+ÉvÂªÉFÉ àÉcÉänÂªÉ, <ÂºÉ +ÉàÉåbàÉå] BÉEä VÉÉÊ®ÂªÉä VÉÉä {ÉÉìẤ É® ÂºÉäÂ¤ÉÉÒ BÉEÉä nÉÒ MÉ<Ç cé, Ấ Éc Â¤ÉcÖiÉ +ÉSUÉ ÉÊBÉEÂªÉÉ MÉÂªÉÉ cè* ÂªÉc VÉàÉÉxÉÉ BÉExÉẤ ÉVÉÇxÂºÉ BÉEÉ cè* ABÉEÂ°ô{ÉiÉÉ BÉEÉ VÉàÉÉxÉÉ cè* <ÂºÉàÉå
BÉExÉẤ ÉVÉÇxÉ BÉEä Â¤ÉÉ®ä àÉå VÉÉä BÉEcÉ BÉEcÉ cè, =ÂºÉBÉEÉ àÉé ÂºẤ ÉÉMÉiÉ BÉE®iÉÉ cÚÆ* <ÂºÉÂºÉä ÂºÉäÂ¤ÉÉÒ BÉEÉÒ VÉÉä ÉÊÂ¶ÉBÉEÉÂªÉiÉ lÉÉÒ, Ấ Éc ÉÊxÉÉÎÂ¶SÉiÉ iÉÉè® ÂºÉä nÚ® cÉäMÉÉÒ* <ÂºÉBÉEÉ àÉé iÉcäÉÊnãÉ ÂºÉä ÂºẤ ÉÉMÉiÉ BÉE®iÉÉ
cÚÆ*

+ÉvÂªÉFÉ àÉcÉänÂªÉ, <ÂºÉàÉå ÉÊbÂ¤ÉåSÉ® ]ÅÂº]ÉÒ BÉEÉÒ Â¤ÉÉiÉ BÉEcÉÒ MÉ<Ç cè* ÉÊxÉÉÎÂ¶SÉiÉÂ°ô{É ÂºÉä ÂªÉc +ÉÉàÉ VÉxÉiÉÉ BÉEä Â£ÉãÉä BÉEÉÒ Â¤ÉÉiÉ cè* àÉé <ÂºÉBÉEÉ ÂºẤ ÉÉMÉiÉ BÉE®iÉÉ cÚÆ* ÉÊbÂ¤ÉåSÉ® àÉå +ÉÉàÉ ãÉÉäMÉÉå BÉEÉ ÉÊÂ
´ÉÂ¶Ấ ÉÉÂºÉ cè +ÉÉè® Â£ÉÉ®iÉ àÉå Â¶ÉäÂªÉ® BÉEä Â¤ÉVÉÉÂªÉ ÉÊbÂ¤ÉåSÉ® àÉå ÉÊxÉẤ ÉäÂ¶É BÉE®xÉä Ấ ÉÉãÉÉ Â¤ÉcÖiÉ Â¤ÉÂ½É Ấ ÉMÉÇ cè* MÉ®ÉÒÂ¤É ãÉÉäMÉ +É{ÉxÉÉÒ ®BÉEàÉ {É® ABÉE AÂ¶ÂªÉÉäbÇ +ÉÉè® ABÉE JÉÉÂºÉ {É®ÂºÉå]äVÉ àÉå Â¤ÂªÉÉVÉ
BÉEàÉÉxÉÉ SÉÉciÉä cé* <ÂºÉÉÊãÉA Â£ÉÉ®iÉ àÉå ÉÊbÂ¤ÉäxSÉ® BÉEä ÉÊxÉẤ ÉäÂ¶ÉBÉEÉå BÉEÉ ABÉE Â¤ÉcÖiÉ Â¤ÉÂ½É Ấ ÉMÉÇ cè* <ÂºÉÉÊãÉA àÉÆjÉÉÒ àÉcÉänÂªÉ xÉä ÉÊbÂ¤Éå]® ]ÅÂº]ÉÒ Â¤ÉxÉÉxÉä BÉEÉ Â¤ÉcÖiÉ +ÉSUÉ |ÉÂªÉÉÂºÉ ÉÊBÉEÂªÉÉ cè* +ÉÉVÉ
<xÉẤ ÉäÂº]® BÉEÉä +É{ÉxÉÉÒ ÉÊ®]xÂºÉÇ BÉEÉÒ ÉÊÂºÉBÉDÂªÉÉäÉÊ®]ÉÒ SÉÉÉÊcA* <ÂºÉÉÊãÉA ÉÊbÂ¤ÉåSÉ® BÉEÉ VÉÉä ]ÅÂº]ÉÒ Â¤ÉxÉÉBÉE® =xÉBÉEä ÉÊciÉÉå BÉEÉ ÂºÉÆ®FÉhÉ ÉÊBÉEÂªÉÉ MÉÂªÉÉ cè ÂªÉc ÂºẤ ÉÉMÉiÉ ÂªÉÉäMÂªÉ cè* <ÂºÉÂºÉä Â£ÉÉ®iÉ BÉEÉ
VÉÉä UÉä]ÉÒ Â¤ÉSÉiÉ BÉE®xÉä Ấ ÉÉãÉÉ cè, =ÂºÉBÉEÉä ãÉÉÂ£É ÉÊàÉãÉäMÉÉ*

+ÉvÂªÉFÉ àÉcÉänÂªÉ, àÉÆjÉÉÒ àÉcÉänÂªÉ xÉä ]ÅÉÆÂºÉ{Éä®åÂºÉÉÒ BÉEÉÒ Â£ÉÉÒ Â¤ÉÉiÉ BÉEcÉÒ cè* +ÉÉìÉÊb] BÉEàÉä]ÉÒ +ÉÉè® Â¤ÉÉäbÇ àÉå ÂªÉÉÊn BÉEÉä<Ç ÉÊb{ÉE®åÂºÉ cÉäMÉÉ, iÉÉä =ÂºÉä Â¶ÉäÂªÉ® cÉäãb® BÉEä ÂºÉÉàÉxÉä ãÉÉÂªÉÉ VÉÉAMÉÉ* <ÂºÉ
+ÉàÉåbàÉå] BÉEä àÉÉvÂªÉàÉ ÂºÉä ÂªÉc Â¤ÉcÖiÉ Â¤ÉÂ½É BÉEÉàÉ ÉÊBÉEÂªÉÉ MÉÂªÉÉ cè* ÂªÉc <ÂºÉ Â¤ÉÉiÉ BÉEÉ |ÉiÉÉÒBÉE cè àÉÆjÉÉÒ àÉcÉänÂªÉ {ÉÉ®nÉÌÂ¶ÉiÉÉ ãÉÉxÉä BÉEä ÉÊãÉA ÉÊBÉEiÉxÉä ÉÊSÉÉÎxiÉiÉ cé +ÉÉè® <ÂºÉÂºÉä ÂªÉc Â£ÉÉÒ Âº{ÉÂ]
cÉä VÉÉiÉÉ cè ÉÊBÉE Ấ Éä BÉEÆ{ÉÉÊxÉÂªÉÉå àÉå ]ÅÉÆÂºÉ{Éä®åÂºÉÉÒ ãÉÉxÉÉ SÉÉciÉä cé*

+ÉvÂªÉFÉ àÉcÉänÂªÉ, ÂªÉc VÉÉä <iÉxÉÉ Â¤ÉÂ½É ÉÊÂ¤ÉãÉ lÉÉ, <ÂºÉBÉEä iÉàÉÉàÉ AäÂºÉä |ÉÉẤ ÉÉÒVÉxÉ lÉä VÉÉä BÉEÂ£ÉÉÒ BÉEÉàÉ cÉÒ xÉcÉÓ +ÉÉiÉä lÉä, VÉÉä Â¤ÉäBÉEÉ® BÉDãÉÉìVÉ lÉä, =xÉBÉEÉä c]É BÉE®, <BÉE]Â~É BÉE® BÉEä,
BÉDãÉÉVÉ BÉEÉä, ÂºÉèBÉDÂ¶ÉxÂºÉ BÉEÉä, Â¶ÉäbáÉÚãb BÉEÉä BÉEàÉ ÉÊBÉEÂªÉÉ MÉÂªÉÉ cè, ÉÊVÉiÉxÉä <{ÉEèÉÎBÉD]Ấ É |ÉÉìẤ ÉÉÒVÉxÂºÉ lÉä, ÉÊVÉiÉxÉä ®èãÉäẤ Éå] lÉä, =xÉBÉEÉä ®cxÉä ÉÊnÂªÉÉ MÉÂªÉÉ cè +ÉÉè® Â¤ÉÉBÉEÉÒ BÉEÉä ÉÊbãÉÉÒ] ÉÊBÉEÂªÉÉ MÉÂªÉÉ
cè, <ÂºÉBÉEÉ càÉ ÂºẤ ÉÉMÉiÉ BÉE®iÉä cé* ÂªÉc ÉÊxÉÉÎÂ¶SÉiÉ Â°ô{É ÂºÉä ÂºÉ®ÉcxÉÉÒÂªÉ BÉEnàÉ cè* +ÉxiÉ àÉå àÉé ÂºÉàÉÉVÉ BÉEä |ÉÉÊiÉ VÉÉä BÉEÆ{ÉÉÊxÉÂªÉÉå BÉEÉ ®ÉäãÉ cè Ấ Éc ÂºÉàÉÉVÉÉäxàÉÖJÉÉÒ BÉEèÂºÉä cÉä, <ÂºÉBÉEä ÉÊãÉA àÉé
Â¤ÉÉ®-Â¤ÉÉ® BÉEcÚÆMÉÉ ÉÊBÉE BÉEÉ®{ÉÉä®ä] ÂºÉÉäÂ¶ÂªÉãÉ ®äÂº{ÉÉÆÉÊÂºÉÉÊÂ¤ÉÉÊãÉ]ÉÒ VÉÉä nÖÉÊxÉÂªÉÉ BÉEÉÒ Â¤ÉÂ½ÉÒ-Â¤ÉÂ½ÉÒ BÉEÆ{ÉÉÊxÉÂªÉÉå BÉEä BÉDãÉÉVÉäVÉ àÉå cè, =ÂºÉBÉEÉä ÂªÉcÉÆ Â£ÉÉÒ ãÉÉÂªÉÉ VÉÉA* càÉ SÉÉciÉä cé ÂºÉÉÒ.AÂºÉ.+ÉÉ®. BÉEÉ
VÉÉä BÉEÆÂºÉè{] cè, Ấ Éc Â£ÉÉ®iÉ BÉEÉÒ BÉEÆ{ÉÉÊxÉÂªÉÉå àÉå ãÉÉMÉÚ ÉÊBÉEÂªÉÉ VÉÉA +ÉÉè® ÂªÉcÉÆ BÉEÉÒ BÉEÆ{ÉÉÊxÉÂªÉÉå BÉEÉä ÂºÉàÉÉVÉ ÉÊxÉàÉÉÇhÉ àÉå, näÂ¶É ÉÊxÉàÉÉÇhÉ àÉå BÉEèÂºÉä ãÉMÉÉÂªÉÉ VÉÉA, <ÂºÉBÉEä Â¤ÉÉ®ä àÉå ÉÊSÉxiÉÉ BÉE®xÉÉ
àÉÆjÉÉÒ àÉcÉänÂªÉ BÉEÉ BÉEÉàÉ cÉäxÉÉ SÉÉÉÊcA*

ÂºÉ®BÉEÉ® BÉEÉä ÉÊSÉxiÉÉ cè, <ÂºÉBÉEÉ càÉå ÉÊẤ ÉÂ¶Ấ ÉÉÂºÉ cè* <ÂºÉ +ÉàÉébàÉé] BÉEä Â¤ÉÉn Â£ÉÉÒ +ÉÉè® +ÉàÉébàÉè]ÂÂºÉ +ÉÉÂªÉåMÉä, BÉEà|ÉÉÒcèÉÎxÂºÉẤ É +ÉàÉébàÉé]ÂÂºÉ +ÉÉÂªÉåMÉä, =ÂºÉàÉå ÉÊxÉÉÎÂ¶SÉiÉ iÉÉè® ÂºÉä <ÂºÉ Â¤ÉÉiÉ BÉEÉä
ÂºlÉÉxÉ ÉÊnÂªÉÉ VÉÉÂªÉäMÉÉ* <ÂºÉ iÉ®c VÉÉä BÉEà{ÉÉÊxÉÂªÉÉÆ Â£ÉÉ®iÉ àÉå |ÉàÉÖJÉ ®ÉäãÉ +ÉnÉ BÉE®xÉä Ấ ÉÉãÉÉÒ cé, =xÉBÉEä àÉÉvÂªÉàÉ ÂºÉä Â£ÉÉ®iÉÉÒÂªÉ +ÉlÉÇBÂªÉẤ ÉÂºlÉÉ BÉEÉä, Â£ÉÉ®iÉÉÒÂªÉ ÂºÉàÉÉVÉ BÉEÉä ãÉÉÂ£É ÉÊàÉãÉäMÉÉ,
AäÂºÉÉ àÉä®É ÉÊẤ ÉÂ¶Ấ ÉÉÂºÉ cè* àÉé <ÂºÉ +ÉàÉébàÉé] BÉEÉ ÂºÉàÉlÉÇxÉ BÉE®iÉÉ cÚÆ +ÉÉè® ÂªÉc ÉÊÂ¤ÉãÉ {ÉÉÂºÉ cÉä, AäÂºÉÉ BÉEcBÉE® àÉé +É{ÉxÉÉÒ Â¤ÉÉiÉ ÂºÉàÉÉ{iÉ BÉE®iÉÉ cÚÆ*
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DR. B.B. RAMAIAH (ELURU): Hon. Speaker, Sir, the Companies (Second Amendment) Bill is mainly intended to
provide certain measures for evolving good corporate governance, to provide measures for investor protection and
to make certain important changes in the Companies Act which could not be done when it was enacted in 1997.



Whatever major items the hon. Minister mentioned in his introductory speech, were covered by other hon. Members
here. One of the items is amendment to Section 205 and Section 205A, which is about interim dividend. It is a good
suggestion. Interim dividend is to be protected like any other dividend. It cannot be reduced. That is more important.
Once they declare dividend, that has to be protected and implemented. They should take care of that aspect. At a
later stage, they should not be allowed to say that they would reduce it.

The next thing is that they want to modify '42 days' as '30 days'. Hon. Member Shri Shivraj Patil also mentioned
about it. I feel that it should be kept as 42 days so that reasonable time is given to them to take all measures
necessary. They have to take care of implementation and distribution also. These may take some more time. I feel
that even 42 days is not enough and it should be 45 days. So, I feel that the existing thing should not be disturbed
and it should be kept as it is. The only thing is that the interim dividend has to be made compulsory and it should
not be reduced at a later date. It is a very important one and we should be able to take proper care of this.

The next one is about Clause 7, which is about insertion of new section 17A. It provides for a change of place within
a State. After going through the whole Bill, I feel that it is not really making any difference when it is going to be
within a State. When it is going to be within the State, this experiment need not be made on a trial basis; and the
existing system itself would provide sufficient protection. So, having a change within the State is not necessary.
Therefore, you may take this into consideration when you are doing it finally.

The other amendment is in Clause 75, which is insertion of new section 192A. Some hon. Members have already
said about ballot. I feel that electronic system is working properly here and we have so many other protections. So, I
think, postal ballot need not be made compulsory. It is this provision which leads to so many other conditions. They
mentioned the period as 30 days within which postal ballots have to be sent. I feel that postal delays would take
place depending on whether a place is remote or otherwise. So, it has to be taken into consideration.

Another thing is that it is mentioned that notice will be sent by registered post. It will cost you substantial amount of
money.

MR. SPEAKER: Just a minute, Shri Ramaiah. It is already 6 o'clock. There are three more speakers. If the House
agrees we can extend the time till the completion of this business.

SHRI PRIYA RANJAN DASMUNSI (RAIGANJ): Sir, there are no speakers from our party. If there are only two or
three more speakers, we can sit and dispose it of today itself.

MR. SPEAKER: Thank you. You are more liberal today.

SHRI PRIYA RANJAN DASMUNSI : Sir, I am always. In the liberal economy, everything is to be liberal.

DR. B.B. RAMAIAH : About this registered post, I think, it is going to take substantial amount. The number of
shareholders has gone up to nearly lakhs and it is going to be very expensive. So, shall we make a slight
modification here? We can say that it will be sent to those who are interested or those who opt for giving a postal
ballot provision. Something like this should be there. If we do this, we will be able to save substantial amount. I only
request the hon. Minister to take care of this small provision.

The next thing on which we should take a re-look is the powers that have been given to SEBI. All the time, SEBI is
saying that it does not have enough teeth to operate and have control.

Now the Company Law Board says that you want to give more powers to SEBI and they should operate it. If we
want the SEBI to take up this responsibility, they should be given enough machinery so that the listed companies
are not made to run from pillar to post and from Company Law Board to SEBI. We should make it clear as to who is
going to operate, who has got the power and how they should be operated. I would request the hon. Minister to
make it very clear. If you want the SEBI to take care of all these things, make it very clear that SEBI is the final
authority and they should not be again going to the Company Law Board.

Clause 102 talks about Audit. Several hon. Members have already mentioned about the Audit Committee. The Audit
Committee made it very clear that only outside Directors should become member of the Committee. As the bill say, it
is going to be mandatory for the Board to accept whatever the Audit Committee says. They have to simply take into
consideration whatever the Committee says. I think we should not make it compulsory. But they should take that
into consideration. They should give all the responsibility and they should honour it as far as possible. A full time
Director should also be there in the Audit Committee so that he can also make proper decisions at the time of the
audit committee meets. Now, the Audit Committee does not have a full time Director and no responsible person is
there. They will be able to make their own comments and the Board has to accept it. I think we should be able to
make some changes in the provisions of the Audit Committee. It also says that General Body has to take into
consideration any case, any resolution and anything that is coming to it. It is the final authority. No matter what is



going to happen.

Presently, a person can be Director of the Board in 20 companies. I am happy that it has been reduced to 15
companies. It is quite good. It is quite reasonable. Small depositors protection clause is very clear. The penalties
that we have put here are very severe. I think, at this juncture it should be moderate and could be increased step by
step. If some representations come to you, then probably you can increase it step by step later on.

I am very happy that you are talking about small depositors. We should also give protection to small depositors. If
the small depositors are not able to get the refund in time, they should be able to come back to you. I hope the
concerns of the small depositors will be taken into consideration.

Regarding take-over, I would like to know whether SEBI is going to take full responsibility for the take-overs in view
of the multi-nationals coming into our country. What type of protection are you going to give to these people? What
type of regulations are you going to make? Since they have a huge money, take-over would be much easier for
them.

Now, I will come to buy back shares. We should make some clauses very clear. We should make clear the
provisions regarding buy back shares as far as possible. On the auditors side, I would suggest that you can put a
limit on the number of debentures or shares which the Auditor can hold in a company. Just because somebody is
holding debentures or shares in a company, he should not be prohibited from auditing.

The limit of Rs. 5 lakh prescribed for the public companies is not enough. The minimum should be Rs. 10 lakh. It is
because the value of the rupee is coming down so much. It should be Rs. 10 lakh to see to it that an individual who
does not have enough money is not registered. Otherwise, many small companies have registered themselves with
small amounts and they are raising money from the public also. The Public is not able to understand their financial
and management capacities. So, we have to take that into consideration. It is said that small shareholders should
be represented by a Director in the Board. I do not know whether it would be of much use for small shareholders
because they are already represented in the General Body.

Worker Directors are not willing to come, as Shri Shivraj Patil has mentioned, because they have a commitment.
Once they are in the Board, they have to oblige others. Being outsiders, they have more right to fight and they can
make more representations. I feel that is not an important thing. Their Directorship in the company is not very
important. What is being mentioned is also very clear. If we can consider some of these things, it is good. Of
course, it is not going to be final. It is only a second amendment Bill and we are going to have a final amendment
Bill which is going to take care of some of the items which are not covered in this.

Somebody has suggested about the insurance for small share-holders. I think it is very good. If this is done, it will
cover a number of problems. Today, insurance is not going to help anybody, if he is in difficulty because bulk
insurance has been taken. If you can make it, it would become much easier for the companies to operate and they
will also be more effective.

I appreciate the hon. Minister taking up this issue. I hope he will be able to bring the third amendment Bill also which
will be the final Bill and which will take care of all that is required for the protection of small shareholders and for
better management of companies. With these few words, I thank you very much.

SHRI G.M. BANATWALLA (PONNANI): Mr. Speaker, Sir, at the outset, I record my protest and objection at the
procedure adopted by the Government with respect to the amendment of our Company Law. It is very fortunate
that, Mr. Speaker, Sir, you yourself are in the Chair. Please consider this situation.

A comprehensive Bill was introduced in the other House. It is pending there. The government picked up certain
provisions of that Bill, incorporated them in an Ordinance and promulgated the Ordinance. Now, the comprehensive
Bill, which was introduced, had been referred to the Departmentally related Standing Committee. By doing so, they
have presented the Standing Committee with a strange situation as the clauses which had to be considered had
already come into force. This is rather unfortunate. The matter has gone further. The Government again picked up
certain more clauses from the comprehensive Bill, and incorporated them into the Companies (Second Amendment)
Bill which is now before us.

Now, Sir, we have this situation; a comprehensive Bill is before the other House. At the same time, a Companies
(Second Amendment) Bill is before us. Such anomalies must be avoided. What was the defence of the
Government? The Government said that certain provisions of the comprehensive Bill must come into force at once
so that benefit can be obtained. It is a good point but look at the situation. The Departmentally related Standing
Committee has cleared the comprehensive bill and the report of the Standing Committee has also been laid on the
Table of the Lok Sabha on 27 th July, 2000. Similarly, the report of the Standing Committee on the second



amendment Bill has also been cleared and laid on the Table of the House on the 27th July, 2000.

So, when both the Bills − the comprehensive Bill and the amendment Bill that you have brought − have already
been cleared by the Standing Committee and the reports have already been given, then the preference ought to
have been given to the comprehensive Bill rather than this amendment Bill. We have this very strange situation. We
are today considering the Companies Second (Amendment) Bill in direct contravention of what is stated in the
Statement of Objects and Reasons appended to this Bill. The statement of aims and objects of the Bill says:

"The process of examination (examination of the comprehensive Bill), however, is not yet over and is still
to take some more time. The passing of this Bill is likely to be delayed further."

But Sir, this is not today's position. The comprehensive Bill has already been cleared. So, why is the priority to
amendment Bill rather than the comprehensive Bill without being told as to what is the Government attitude with
respect to the comprehensive Bill?

Mr. Speaker, Sir, I must say, with due respect, that you must take cognisance of such playful attitude to the
legislative procedure. It is now for the Speaker himself, for the Rules Committee, and for the House to consider
whether when a particular Bill is before a Standing Committee or a Select Committee, it is appropriate, proper, fair,
and just for the Government to pick up certain clauses, formulate an amendment Bill, and rush it through either by
an ordinance or an amendment Bill Sir, this is an unhappy situation that has come up. We must deliberate upon this
so that we are not faced with this situation that the Members go on asking for a comprehensive Bill and the
comprehensive Bill is already there, cleared by the Standing Committee and yet in preference to that the
Government comes up with a Bill in which certain provisions of the comprehensive Bill have been picked up and
formulated as an amendment Bill.

Mr. Speaker, Sir, with that protest with respect to the Parliamentary procedure, I proceed with the provisions of the
Bill. The objectives of the Bill are three-fold. First, to secure better corporate governance, second, to secure
transparency in the working of companies, and third to secure better compliance with the provisions of the Act.
These are welcome objectives and it is heartening to find that the Government is alive to the needs as are reflected
in the objectives of the Bill. The Government needs to be complimented in that particular respect.

Sir, there are, however, several deficiencies and defects, if I may say, with respect to the Bill that is there. In
general, the sincerity of the Government for the various objectives as I have presented is a welcome thing and
deserves full congratulations and compliments. However, there are serious defects in the Bill.

Sir, I take up the question of powers that have been given to the different authorities. There are concurrent powers
given to different authorities. Now, I can give so many examples. But these concurrent powers that will be exercised
by different authorities will create chaos and confusion.

Take clause 16. Clause 16 says that the administration of the provisions of certain sections will be with the Board
which is called Securities Exchange Board of India, SEBI. What are these sections, the administration of which now
goes to SEBI? I will take up just a few sections to give certain examples.

Section 60 of the principal Act says that a copy of the prospectus has to be delivered to the Registrar. There is no
provision whatsoever either in the principal Act or in this amending Bill that a copy of the prospectus is also to be
delivered to the SEBI. Yet, the SEBI is required to administer this section also. These are certain facts which are to
be taken into consideration.

Take section 211 of the principal Act. It deals with the form and content of the balance sheet and the profit and loss
account. Section 227 makes the compliance of this provision of section 211 about the balance sheet and the profit
and loss account the responsibility of the auditors. Here, the responsibility is also placed for administration
concurrently upon the SEBI. What would be the position in case the two authorities differ with respect to the
compliance of the provisions of section 211 with respect to the balance sheet and the profit and loss account? If the
auditors say one thing and the SEBI says another thing and if the Act says that both are responsible for the
administration of this particular section, then we have a confusing situation.

Similarly, in the case of inspection of books of accounts, the authority rests with the Registrar of Companies and
with such officers of the Central Government as may be authorised. Here, by an amendment in the present Bill, the
authority also rests with the SEBI. We, therefore, have concurrent powers. I do not want to say that SEBI should not
have the responsibility to administer. That is not my point. The only point that I am emphasizing here is that this sort
of concurrent powers resting with different authorities may create confusion and difficulties with respect to the
implementation of the various provisions.

We have clause 3 which deals with the requirements of minimum paid up capital. A private company must have a



minimum paid up capital of Rs.1 lakh and a public company is required to have Rs.5 lakh of minimum paid up
capital. This requirement is imposed with retrospective effect. It would have been better if this requirement had
been for the new companies. But, even when we take the question of retrospective effect, I do not have any serious
objection. There are certain points that have to be considered here. If an existing public company is not in a position
to acquire the minimum paid up capital of Rs.5 lakh during a period of two years after the commencement of the Act,
its name will be struck off the register.

Here, an option should be given to this public company stating that instead of the name being struck off from the
register, the public company may exercise the option to be treated as a private company. Now, this option may exist
as a result of certain other provisions of the Act but then to avoid the difficulties, the option ought to have been
included in Clause 3. There are also companies that are limited by guarantee and not having share capital. Their
position is also to be taken into consideration.

Now, two years time is given after the commencement of this Act for the companies to comply with the requirement
of minimum capital. What would be the status of these companies during this interval of two years? It should have
been clarified rather than left it to a mere guess work. It should have been clarified that during the period of these
two years granted to the companies, in order to acquire the minimum paid-up capital, their status would be the
same and should be considered the same as they were at the commencement of the Act.

Sir, in the case of directors, it is a welcome provision that no person can hold the office of directors in more than 15
companies at a time but even this figure of 15 is rather large. I have an amendment to say that the maximum
number should not be more than seven. Then, how are the shareholders and others to know whether a particular
person who has presented himself to be appointed as a director is or is not a director in 15 or more companies?
Therefore, certain provisions should have been there to take care of it, for example, requiring that a director to give
an affidavit to the effect that he is not a director in 15 or more companies. There is also Clause 122 about the
appointment of a director to represent the small shareholders. The point has already been made and I emphasise
that this particular provision given in the Bill must remain. I emphasise that and I appeal to the hon. Minister not to
move an amendment which makes it optional. This is throwing away the interests of the small shareholders. The
point has already made very clearly and therefore, I will not speak more about this particular point. But let there be
no dilution of this particular fact that the interests of the small shareholders be represented in the Board of Directors
through the provision that there shall be a director representing them. Sir, small shareholders must be given the
voice to represent on the Board of Directors and I see no practical difficulties in having this provision of the Bill
come into force.

There are questions about the postal ballot. There is a need for postal ballot. I am happy that it is coming up from
the Government. It gives transparency with respect to working and various points. But the items for which the postal
ballot shall be necessary must be mentioned in the Bill itself. It has been relegated to the field of delegated
legislation.

On the one hand, if you are assuring that the Bill is coming in order to have transparency and, on the other hand,
you relegate important areas to delegated legislation or rules made under the law, it is not a happy situation. If I am
not wrong, there was a Committee that goes by the name "Birla Committee." This Birla Committee has already
mentioned certain businesses, the resolutions regarding which shall be transacted by a postal ballot. Those items
of business should have been included in the Bill itself, in the relevant clause itself. It is not a happy method of
legislation to depend upon excessive delegated legislation.

The second point in the matter of postal ballot is that the value of shares should be given due weightage for the
purpose of passing any resolution. Right now, the Company Law allows a poll to be taken when demanded.
Therefore, the shareholders with the requisite voting clout can put up their point of view. The same thing should be
there in the case of postal ballot also.

The third point that I make is that there will be need for elaborate rules with respect to postal ballot. Perhaps that
goes in the field of delegated legislation. But let us not go the way the United States has gone today. Let our postal
ballot, counting of etc. go well. I wish the Government well in that particular matter.

We are talking about electronic methods of voting also. It is a happy and welcome point. But then let us remember
that the electronic voting method is also subject to manipulations and great care will have to be taken with respect
to it.

A good concern and a welcome concern has been shown to the protection of the interests of the small depositors.
However, in thinking of the interests of the small depositors, we need not unnecessarily make such a discrimination
which does not really go in favour of the small depositors. For example, when a company makes default in payment,
then default is a default whether it is with respect to small depositors or others. The intimation of the default both in



respect of the small depositors and the others must go to the Company Law Board. There is nothing wrong in it.
The intimation can go to the Board. When it comes to taking up loans from the bank for working capital needs, the
small depositors must be paid first. That point is well taken. But then having other unnecessary provisions is a
different matter. So, in the case of default, that default has to be communicated to the Company Law Board both in
respect of the small depositors as also the other depositors. But in the case of payment of money obtained as a
loan for working capital needs from the banks, preference may be given to the small depositors. Here, a practical
question may arise. A company may go to a bank for a loan for working capital needs. Supposing the bank does not
agree to such an utilisation of funds, namely, that the deposits are to be paid, then what would be the situation?
The point to be considered is: "Will the company get dried up of raising the loan needed for working capital?"

Sir, in the case of auditor's adverse comments, what does the clause say? The relevant clause says: "that
observations and comments of the auditors which have any adverse effect on the functioning of the company
should be given in bold letters or in italics." This is a long way of going through which would create problems. It
says that not all the adverse comments of the auditors are to be put in bold letters, but the directors will sit in order
to pick and choose as to which of the adverse comments are such that would have an effect on the functioning of
the company and then, as per their choice, those comments may be highlighted. I think, all the adverse comments
of the auditors should have been taken up for being given in bold letters.

There is a welcome provision about the auditors. But it is provided that a private company shall be excluded in
reckoning the number of companies an auditor can audit. I feel that this exclusion should not be there. Otherwise,
there will be concentration of audit work with certain large audit firms. This is a very unhappy situation. Then,
Section 224 (1) (b) has two distinct restrictions. The first restriction is that it forbids those with a full-time
employment from being appointed as auditors. The second restriction is that it restricts a person from being
appointed as auditor of more than one specified company. But in the case of private companies, both these
restrictions are removed. This is rather unfair and the restriction on a person with a full-time employment ought not
to have been there. The private companies are being exempted from the restriction with respect to the number of
companies that an auditor can have. It will lead to a concentration of audit work with certain companies.

Sir, there are several other points that have to be considered. But in deference to your restlessness, I would
conclude by saying that the whole Bill needs a relook in spite of the fact that it has been cleared by the Standing
Committee. There are certain amendments for which I have given notices. Then, there are certain other
amendments for which I could not give notices. But then the fact remains that the Bill is highly deficient and
defective in various respects.

gÉÉ Ò c®É ÒÂ£É É>ó Â¶É ÆB É E® àÉcÉãÉ ä (à ÉÉãÉ äMÉ É ÆẤ É ) gÉÉ Ò c®É ÒÂ£É É>ó Â¶É ÆB É E® àÉcÉãÉ ä (à ÉÉãÉ äMÉ É ÆẤ É ) : +ÉvÂªÉFÉ àÉcÉänÂªÉ, näÂ¶É BÉEä ÉÊẤ ÉBÉEÉÂºÉ BÉEä ÉÊãÉÂªÉä BÉEà{ÉxÉÉÒ BÉEÉ Â¤ÉcÖiÉ Â¤ÉÂ½É ÂªÉÉäMÉnÉxÉ cÉäiÉÉ cè* BÉEà{ÉxÉÉÒ àÉå Â¶ÉäÂªÉ® cÉäãb® cÉäiÉÉÒ cè* =ÂºÉàÉå
{ÉfÃä ÉÊãÉJÉä ãÉÉäMÉ cÉäiÉä cé iÉlÉÉ +ÉxÂªÉÉxÂªÉ ÉÊẤ ÉÂ£ÉÉMÉ Â£ÉÉÒ +ÉÉiÉä cé* <ÂºÉ ÉÊẤ ÉvÉäÂªÉBÉE BÉEä Â¤ÉÉ®ä àÉå Â¤ÉcÖiÉ BÉÖEU ÂºÉÉäSÉÉ MÉÂªÉÉ cè*

ãÉäÉÊBÉExÉ AäÂºÉÉ {ÉcãÉÉÒ Â¤ÉÉ® ÉÊBÉEÂªÉÉ cè ÉÊBÉE VÉcÉÆ BÉEÉä<Ç |ÉÉ<Ấ Éä] BÉEà{ÉxÉÉÒ ÂªÉÉ {ÉÉÎÂ¤ãÉBÉE BÉEà{ÉxÉÉÒ ={ÉvÉÉ®É (3) ={ÉvÉÉ®É (4) àÉå ÉÊẤ ÉÉÊxÉÉÌnÂ] ®ÉÒÉÊiÉ ÂºÉä +É{ÉxÉÉÒ ÂºÉàÉÉnkÉ {ÉÚÆVÉÉÒ BÉEÉä Â¤ÉfÃÉxÉä àÉå
+ÉÂºÉ{ÉEãÉ ®ciÉÉÒ cè Ấ ÉcÉÆ AäÂºÉÉÒ BÉEà{ÉxÉÉÒ vÉÉ®É 560 BÉEä +ÉlÉÉÈiÉMÉÇiÉ ÉÊxÉÉÎÂÂµÉEÂªÉ BÉEà{ÉxÉÉÒ ÂºÉàÉZÉÉÒ VÉÉÂªÉäMÉÉÒ +ÉÉè® =ÂºÉBÉEÉ xÉÉàÉ ®ÉÊVÉÂº]ÅÉ® uÉ®É ®ÉÊVÉÂº]® ÂºÉä BÉEÉ] ÉÊnÂªÉÉ VÉÉÂªÉäMÉÉ* BÉE<Ç
BÉEà{ÉxÉÉÒ {ÉcãÉä-{ÉcãÉä VÂªÉÉnÉ ÂºÉÖÉÊẤ ÉvÉÉ ãÉäiÉÉÒ cé +ÉÉè® BÉE<Ç BÉEà{ÉxÉÉÒ AäÂºÉÉ ÂºÉÉäSÉiÉÉÒ cé ÉÊBÉE Â¤ÉÆn cÉäxÉä ÂºÉä =xcå VÂªÉÉnÉ ãÉÉÂ£É ÉÊàÉãÉiÉÉ cè* àÉé àÉÖàÂ¤É<Ç àÉå näJÉiÉÉ cÚÆ, Ấ ÉcÉÆ ÂºÉä ÂºÉÆÂºÉn ÂºÉnÂºÂªÉ
cé, BÉE<Ç BÉEà{ÉxÉÉÒ Ấ ÉÉãÉä {ÉcãÉä-{ÉcãÉä ÂºÉÂ¤É iÉ®c BÉEä ãÉÉÂ£É ÂºÉ®BÉEÉ® ÂºÉä, Â¶ÉäÂªÉ® cÉäãbÂºÉÇ +ÉÉÉÊn ÂºÉä ãÉäiÉä cé +ÉÉè® ÂªÉc BÉEà{ÉxÉÉÒ BÉEèÂºÉä ÉÊÂ¤ÉMÉÂ½ VÉÉÂªÉäMÉÉÒ, BÉEèÂºÉä Â¤ÉÆn cÉä VÉÉÂªÉäMÉÉÒ, AäÂºÉÉ BÉEà{ÉxÉÉÒ
BÉEä ãÉÉäMÉ ÂºÉÉäSÉiÉä cé +ÉÉè® <ÂºÉàÉå Â£ÉÉÒ =xcå VÂªÉÉnÉ ÂºÉä VÂªÉÉnÉ {ÉEÉÂªÉnÉ cÉäiÉÉ cè* <ÂºÉÉÊãÉA <ÂºÉ Â¤ÉÉ®ä àÉå Â£ÉÉÒ àÉÆjÉÉÒ àÉcÉänÂªÉ BÉEÉä ÂºÉÉäSÉxÉÉ SÉÉÉÊcA, ÂªÉcÉÒ àÉä®ÉÒ ÉÊẤ ÉxÉiÉÉÒ cè*

DR. NITISH SENGUPTA (CONTAI): Sir, I thank you very much. First of all, let me congratulate the hon. Minister
and the faceless civil servants who have been responsible for bringing forward this long overdue Amending Bill. We
are present on an historic occasion when the sun is setting on the old Indian Companies Act, 1956. Hopefully, by
tomorrow morning, the sun will rise on the Companies Act, 2000. Or more appropriately, looking at the very
modernising features which have been introduced, I venture to suggest that it should be re-christened as the
Corporate Governance Act, 2000 consistent with the current reality all over the world and also in India.

I support many of the salutary provisions. I think, one of the things which was omitted by all the speakers is the fact
that in 1970, the managing agency was abolished. As you know, one-third of the old Act dealt with the managing
agency. Today, up till now, technically, all sections remain, although they were repealed - cluttering the number
situation in the Companies Act. I thank the Minister for bringing out a new Act with re-numbering of the sections
which may create some problems initially for lawyers, accountants and corporate people but will eventually be very
helpful.

I have only two more points to add. One is that when you are bringing postal ballot, why do you also not try to
rationalise it? Let me say that telephone conferences, meetings or video conferences and very often Board
meetings in the West are held through video or through telephone. Our laws do not permit it. I think, we should
permit that sort of thing.

The other point is about Audit. I support that proposal of the Audit Committee which is consistent with the Cadbury



Committee and the new provisions of corporate governance. I support my colleagues who mentioned earlier that
this should not be binding on the Board of Directors because the Board of Directors have a complete authority over
total management of the companies under the Companies Act. That cannot really be taken away by the Report of
the Audit Committee. So, it should be given due consideration.

With these words, I wholeheartedly support this Bill and recommend that the House should pass it as quickly as
possible.

THE MINISTER OF LAW, JUSTICE AND COMPANY AFFAIRS AND MINISTER OF SHIPPING (SHRI ARUN
JAITLEY): Sir, I am extremely grateful to the hon. Members of the House who have expressed themselves at length
on various provisions of the proposed Amending Bill. Several very valuable suggestions have been made. I take up
the suggestion made by Dr. Nitish Sengupta. This is really a new law for corporate governance. The object of this
law is corporate governance in the context of the modern economy − transparency in the functioning of the
companies and the protection of investor's interests as such.

This Bill is really an offshoot of the comprehensive or the mother Bill as was suggested three years ago, the first
instalment of which we legislated last year; the second we are in the process of doing. And since a question has
been raised by Shri Banatwala as to what happens to the comprehensive Bill, let me assure the hon. Member that
as far as the comprehensive Bill is concerned, a very large number of its provisions have already been legislated. A
very large number of its provisions are being legislated presently. One exclusive aspect is really relating to the
jurisdiction of the Company Law Board. One of the reasons why it was held back for some period was -- because of
the question which Shri Banatwala himself raised -- that there is in some areas of corporate governance a
multiplicity of authority.

My friend Shri Kirit Somaiya also raised this question as to the small investors having to go from pillar to post, there
are some powers in relation to some companies which go to the BIFR, there are some powers in relation to
adjudication of disputes which are before the Company Law Board, there are some powers in relation to small
depositors which are before the Company Law Board and there are also some powers relating to corporate
insolvency which are with the High Courts. Therefore, a view had been expressed in addition to the suggestions
which have already been made that this multiplicity of different forums, on which various corporate related legal
issues and issues of rights of depositors, investors, shareholders are settled, should it remain different forums or is
a comprehensive view possible on that.

The Government had constituted a Committee on the subject headed by Justice Eradi which has already submitted
its report. The very valuable suggestions made by the Committee are being considered. So, one significant aspect
or the crucial aspect in the comprehensive Bill which remains will be harmoniously dealt with when we deal with that
along with the recommendations of the Justice Eradi Committee and very soon hopefully even those aspects will
one day see the light of the day and that day will not be very far off.

Several issues have been raised and very valuable suggestions have been given. Some provisions have been
considered very salutary and with regard to some others, some suggestions have been made.

I think, Shri Shivraj Patil, with all his experience, made a valuable suggestion that in addition to this law, we also
require a modernisation of the entire corporate governance of the corporate structure and its management. I take
this suggestion and I would inform the hon. Member that today, when we raise this threshold limit for registration of
private companies to a Rs. 1 lakh capital and the public companies to a Rs.5 lakh capital, one of the reasons was
that we want the excess baggage which has been registered with the companies and which are defunct companies,
not doing any business, really there ought to be some disincentive for them to go out because they are only
blocking the space.

A large number of them do not even file annual returns. There is an onerous responsibility and a large manpower
required in order to take penal action against them. So, the Government in this regard had initiated the Company
Law Settlement Scheme this year. The Company Law Settlement Scheme was that for all companies which are
really defunct which have not been really filing returns, we give them an option with a certain penalty amount,
should do so now. The second limb of the scheme is today in operation wherein a fast track exit rule has already
been provided to them. That is to say, that if you are not doing any business, instead of merely being an excess
baggage in the office of the registrar of companies, you apply for deregistration of companies and within a period of
37 days, we deregister you. The corpus collected from that, of course, goes into the Consolidated Fund of India and
we are making an endeavour to get back some grant for that purpose so that the entire function of the ROC offices
in relation to the reduced burden could really be computerised and you could have filing of returns inspection of
balancesheets, inspection in relation to the documents of the company, the whole exercise itself could be on line.
That really is a process which is separately on, in relation to the modernisation of the very functioning of the
companies itself.



A very important question has been raised relating to exercise of ballot by a postal ballot. Let me elaborate upon
this. Normally, the voting in the company takes place at the Annual General Meetings of the company or the
Extraordinary General Meetings of the company. The traditional methods of voting are either you be present in
person or you exercise your vote through a proxy. Now, in large public companies, it is not possible for
shareholders to travel across the length and breadth of the country to be present in person only with regard to
voting because the amount they spend in the process of attending those AGMs itself may be much more than the
amount of dividend which they are realising.

Therefore, the practice, which Shri Patil fears, that people go around collecting proxies has been a practice which is
in vogue.

It is precisely to do away with that practice, it has been suggested that there could be certain spheres of corporate
governance in which a larger participation is required, which the Government could notify from time to time those
spheres of corporate governance and those resolutions where voting would be by postal ballot. Electronic voting
has been suggested by the Standing Committee - we accept that suggestion - and electronic voting should be
included within the definition of `postal ballot'. So, postal ballot will enable a shareholder to say, "I cannot be
present at the AGM of the Company. I am not prepared to cut my hands off and give my right to vote to somebody
else as a proxy holder. I shall, by post, sitting in my house, register my ballot and the obligation is in the company to
provide him with the resolution and all the facilities for exercising the right of postal ballot." Therefore, as far as
postal ballot is concerned, it is a step which we have taken in the right direction, in order to have a more
participatory involvement of the shareholders in certain crucial decisions which will be taken at the AGM or the
EGM of the Company.

A suggestion was made whether 30 days' period for payment of dividend would be inadequate, and, therefore,
some Director, maybe a professional Director itself, may be held responsible if the Company does not pay. If we
analyse clause 88, we have consciously used the word, "whoever knowingly delays". So, there is an element of
mens rea, there is an element of criminal intention, you know that you are supposed to have the dividend paying to
the shareholder within 30 days. In fact, the Standing Committee has gone a step further and said, "for interim
dividend, do not even wait for 30 days, make it `within five days'." Once the company is declaring an interim
dividend, the company knows that it has to pay to every shareholder, and therefore, make it five days that it must
reach. Somebody, for reasons beyond his control if it cannot be paid because of a postal delay, he would not be
liable. But if somebody knowingly and consciously delays the payment of dividend and involves himself into such an
act, which goes to hurt the interest of the shareholder, it is only such Director who would be held responsible. So,
the entire responsibility is prefaced by consciously using the word, `knowingly', as far as this section is concerned.

Directors' responsibility statement is a concept of corporate governance which applies to all Directors. The object is
that now there are standing accounting norms. Shri Rupchand Pal was right when he said that in the matter of
accounting of the companies, let nothing be done, which hurts the interest of the system or the shareholders or the
depositors as far as the company is concerned. Now, internationally acceptable accounting standards have been
evolved over a period of years. Now, these accounting standards are known to the Company. Those who
consciously choose even as professionals to become the Directors of the Company are aware of these accounting
standards and when they lend their weight to the management of the Company, and when they lend their signature
to the Balance Sheet of the Company, they must be fully conscious that all those standards have been complied
with, and there is no jugglery which is being played against the interest of somebody. Therefore, it would not be
proper to say that some Directors should be held responsible and some Directors merely because they belong to
particular vocations should be exempted from this provision. This provision has been applied to all the Directors as
far as the Company is concerned.

A question was raised with regard to clause 22. Let me assure you that there are no pressures on the Government,
there are no pressures on Parliament, and there are no pressures on the Standing Committees, everybody is heard
and thereafter, an objective viewpoint even in evolving a concept is made.

1854 hours (Mr. Deputy-Speaker in the Chair)

When the Standing Committee, in its wisdom, felt that presently there is no need for it, it was a part of the debate,
there is no pressure on the Standing Committee. When the Government got back the recommendations of the
Standing Committee, its own views in the final recommendations, the Government reconsidered the matter. While
we reconsidered the matter, we are fully conscious of the protection of the interest of the small shareholder. In fact,
a large number of provisions, particularly the tight provisions with regard to payment of dividend in time, payment to
the small depositors, return of their money, virtually blacklisting companies for collecting money, which do not take
care of the small depositors - these are the tight provisions which have been made in the interest of the small
shareholders. The small shareholders also will have a right in the case of mismanagement under section 397 of the



Companies Act to take action for mismanagement of the Company, for oppression of the interest of the small
shareholders. Similarly, other provisions have been tightened to ensure transparency and the interest as far as the
small shareholders are concerned.

There are two views which have been coming on this particular suggestion. This has not been experimented
anywhere. Also the Standing Committee's initial view was that at present there was no need to do it.

The Government had felt in its bona fide we could try this. Should this, therefore, in the first instance, be made a
mandatory provision or an optional provision? There will be several instances. Shri Shivraj V. Patil was very fair to
say this can be misused. This can also be used in the interest of a shareholder. A good representative of a small
shareholder will certainly voice concern. This was the argument in favour of retaining this proviso. There was also a
fear that it would be used for corporate rivalry; it would be used for extracting other favours. Therefore, let us
prescribe a procedure in which, in the first instance, we make it optional for the companies to experiment this. After
we have seen some initial evidence of this, the Parliament, in its wisdom, would always be ready to make
amendments because corporate governance is not an issue which comes to a standstill with the passage of one
Act. This procedure will go on and on. Finally, several improvements have to be made. The Legislature is fully alive
to what is happening as far as the system is concerned. Therefore, even making it optional after considering all
views including the suggestions of the Members of the Standing Committee, the original views of the Government,
views of the industry, views of the depositors, we thought it is best, in the first instance, to start it as an experiment
rather than a mandatory obligation.

Sir, a comment has been made with regard to the powers of the Audit Committee. Several Members have
expressed the view that Audit Committee really ought not to be binding on the Board. Let me just clarify. The Audit
Committee performs a very important function. It goes into the entire accounting systems of the company and it
gives its suggestions. Those suggestions are not given with the intention of finding fault or destroying the
management structure of the company but where the company's accounting procedures have altered, where
questions are raised in the larger interest because today you have, in corporate governance, very tight accounting
standards, we give those suggestions. Therefore, we have suggested that adverse remarks of the Audit Committee
should not be brushed below the carpet. They must be put in bold print. They must be put in italics so that anybody
among the shareholders, when the comments of the Audit Committee are there in the Annual Report of the
company, is in a position to appreciate those comments. But there is a crucial distinction. The Audit Committee is
not a super Board. The Audit Committee performs an independent function. It is appointed by the Board of the
company. Its recommendations cannot be brushed aside by the Board. Its recommendations will be binding on the
Board. In case it suggests these are the accounting changes which have to be made, the Board is bound by it.
However, they are not binding on the company. This is a very subtle distinction. The company, in this case, is the
Annual General meeting of the company. So, if the Audit Committee makes a suggestion, the Board will ordinarily
accept it. But the Board should not say, I ignore everything that the Audit Committee has said. If the Board wants to
disagree, the shareholders of the company will be informed. In corporate democracy, eventually, it is the
shareholders of the company who matters.

Shri Banatwalla, it will be rightly informed in bold print and italics that this is what the Audit Committee has said
about the accounting management; the Board has disagreed; and the final decision will have to be taken by the
shareholders at the AGM. In fact, this will be corporate governance and corporate democracy at its best. Therefore,
it may be binding on the Board but the company, in its AGM, will still have a power, authority to take a different
decision. It is, therefore, to make sure of this.

Let me give a practical illustration. There may be something that the Board itself has done which the honest Audit
Committee may like to indict. The Board may say I reject it. But ultimately, the accountability will have to be to the
shareholders. Therefore, this is a very important provision which has been made keeping al those facts in mind.

SHRI SHIVRAJ V. PATIL (LATUR): The provision is in clause 138A. The recommendations of the Audit Committee
on any matter relating to financial management including the Audit Report financial management and Audit Report
shall be binding on the Board. Now, if the Audit Committee gives a report which is adverse to the company, it is all
right. But supposing Audit Committee does give a report which favours certain others, what happens? There is a
scope for manipulation.

SHRI ARUN JAITLEY : I am very grateful to the hon. Member. Clause 8 and Clause 9 of Section 292A may be read
harmoniously. The recommendation of the Audit Committee on any matter relating to the financial management,
including the Audit Report, shall be binding on the Board. The Board will say, I accept it; these are the three
shortcomings, I will comply with it. But the Board may say, I disagree it. Or alternatively, some Member has the
extreme situation that you say, the Audit Committee and the Board are acting in collusion. What then protects the
interest of the company?
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Clause (9) comes in. The Chairman of the Audit Committee shall attend the AGM of the Company to provide any
clarifications on matters relating to audit because that is where the accounts have to be finally approved. Therefore,
there is a provision emanating from corporate governance and corporate democracy that whether it is adverse or
collusive, ultimately we leave it to the wisdom of the company at its best, that is, the shareholders who will go into
all these questions.

Shri Kirit Somaiya has raised very vital issues relating to the interests of the small investors. He has been in the
forefront of the whole movement leading to protect the interests of the small investors. I agree with him and also
when Shri Rupchand Pal said that some companies have vanished. In fact, we ourselves have been candid to
place the details of the vanishing companies. It is not that we are not concerned about it. As we have expanded in
the area of liberalisation, as we permitted companies to raise capital from the market and as the number of the
companies has been increasing, even the malpractices and misdemeanours have come to light, how small
shareholders and small depositors have been duped.

With regard to the depositors in the NDFCs where a very large number have lost money, which Shri Kirit Somaiya
has repeatedly raised in this House, the hon. Finance Minister has already announced that he was coming out with
a specific legislation to deal with those NDFCs and to protect the interests of the depositors in the NDFCs.

As far as the other areas are concerned, he rightly said that today the CLB has four regional branches. In fact, we
have already announced it that the Chennai Branch is a regular Branch, a Bench of the CLB itself. Obviously the
Eradi Committee -- whose recommendations are being processed − which is only a recommendation at this stage −
has in fact suggested that for all issues relating to corporate justice from BIFR to CLB to High Court jurisdiction,
there should be a national Company Law Tribunal. That is also the last limb of the comprehensive Bill which
remains.

Now, once we evolve such a situation there will be a very wide institution. Obviously, we will require the staff, the
Benches for this institution which has to operate, because we are vesting a lot of authority as far as this institution
is concerned. As I said in the intervention, Clause 88(a) has been amended and the amendment today is that a
company has an obligation to inform the CLB that it has become a defaulter. After informing the Board the company
also has an obligation after the Board directs, within a timeframe to pay the amount. It is restrained from raising
further deposits. Its first obligation even about advances from institutions is to pay the depositors and there is a
criminal penalty up to three years of imprisonment, if it defies the orders. Now, this kind of comprehensive
provisions are being brought in so that there may be a deterrent as far as the actions are concerned.

As far as the provisions relating to the Chartered Accountants are concerned, in the original Act there was a
prohibition, there was a cap that the maximum number of audits one could undertake was 20. That cap was there
essentially on the ground that it was the maximum he could do and he could concentrate on that cap of 20. Today
when we take out the private limited companies out of this, ultimately, it is an additional facility to the profession of
Chartered Accountants that we are giving that one could originally do only 20, but today he could do 20 plus private
limited companies. Those companies may be large, those companies may be small. In fact, in a world of
liberalisation this is a cap which is being diluted.

Now, I do not expect the suggestion that merely because the cap is removed this will then amount that a Chartered
Accountant who on the basis of his ability will do the audits, there will be a concentration of work. Ultimately, it is for
the client company whose audit has to be undertaken to decide. If somebody is awfully busy he does not go to him,
the company goes to somebody else. Should we be liberalising these provisions or tightening the provisions in the
regime today, it is an issue which this hon. House in this Bill has to consider and I would commend to this House
that today it is an additional facility which has been granted as far as the Chartered Accountants are concerned.

Shri Rupchand Pal wanted to know as to what are the appropriate orders that the CLB has been empowered to
pass. The CLB is a quasi-judicial authority which has been vested with all the powers. And in order to make sure
that the interests of justice are met, when judicial or quasi-judicial authorities are created, you do not narrow their
power by defining or illustrative or enumerative cases that these are the only powers they could exercise. You use
larger phrases so that there is a lot of play with the joints available wherever the interests of justice can be met;
those are the appropriate orders. The appropriate orders will be those which will reach out to wherever injustice is
found.

The word `appropriate orders' has been consciously used so as not to limit jurisdictions by just having an
enumerative case of five or six orders that the Company Law Board can pass. Since we are vesting it with a large
amount of authority, we expect that the authority also is exercised keeping all these factors in mind.



There are several other issues, which have been raised by the hon. Members. We are in the process of updating
our company law. We are making it in tune with the changing times in our economy in addition to corporate
governance.

There are several very good suggestions, which have been made. This is not the last time that the company law is
being updated. As Dr. Nitish Sengupta said, `the sun is setting'. But when the sun sets somewhere, it rises
somewhere else. It is an on-going procedure and, therefore, the process of evolution of the company law will go on.
Newer concepts of corporate governance will be borne everyday and certainly a large number of the suggestions
which have been made will be borne by the Government at any given point of time. But the principle object behind
each of these is transparency, corporate governance and also accountability of those who hold the public money in
trust in order to run it. This Bill is motivated with this intention. That is why, it has been approved by the Standing
Committee comprising of all political parties.

So, I would commend to this august House, with the official amendments which we have circulated, that this Bill be
accepted.

(ends)

SHRI RUPCHAND PAL (HOOGLY): I have mentioned two specific issues. One is the need to have insurance
coverage of the deposits of small investors and depositors.

The Second is about the irregularities in the Institute of Costs and Works Accounts where serious irregularities and
malpractices have taken place in respect of holding up examinations of the Institute. The Company Law Board has
also given directives, but they have been ignored.

SHRI ARUN JAITLEY: I am quite certain that with the opening up of the insurance sector, additional facilities being
available, and also on the kind of deterrent on non-payment which we have imposed, the market forces will certainly
compel a large number of companies to adopt a safer route, which is the insurance route.

As far as your questions with regard to independence of the audit agencies are concerned, we have made a
beginning. In fact, some of the suggestions were: are you making the Audit Committee too powerful? We are
making it powerful to a reasonable extent, not to override the shareholders, but to have an authority visible with the
Board because we want the body to be autonomous and powerful so that it is able to speak out wherever there are
irregularities. We bear all these reports in mind, and, therefore, we come out with a formulation, which makes the
legislation viable.

SHRI P.H. PANDIYAN (TIRUNELVELI): I want to get a clarification from the hon. Minister. Section 58 (a) is intended
to safeguard the interests of the small depositors. I would like to know whether there is enough sufficient manpower
or infrastructure to comply with that within a specified limit. Section 58 (a) (a) has to be treated as a cognisable
offence, this is notwithstanding the provisions of 621 and 624. What is the answer of the hon. Minister? Can we
treat it as a cognisable offence?

SHRI ARUN JAITLEY: In fact, not only have we increased penalties, we have made it cognisable in the Act itself.
The offences under this Act have been made cognisable bearing this in mind.

Secondly, let me at the cost of repetition say this, we have brought into this additional powers of the Company Law
Board, as I indicated in the matter of corporate governance, protecting the shareholders since there are other
legislations which are at work. The Company Law Board or whatever shape it takes in future, because we have the
recommendations of the Justice Eradi Committee also with us; we have the NBFCs which are also intending to the
legislation in process which is intending to vest it with power, certainly this institution will not only have to be
strengthened in terms of staff, it will have to be strengthened even in terms of Benches. Therefore, we are trying to
create a system where there will be a lot more power with this institution, which is intended in some of the proposed
legislations.

Therefore, I bow to the point made by hon. Shri Pandian. Perhaps it may not be sufficient because you are giving it
so much power and you are expected to dispose it off within 30 days. But we will have to strengthen that structure.

SHRI KHARABELA SWAIN (BALASORE): Sir, my clarification is with regard to the postal ballot. Lots of
shareholders are involved in a company. Will it be practically possible to send the postal ballots to these lots of
people? That is what I want to be clarified.

SHRI ARUN JAITLEY: Sir, may I say that a phrase we occasionally use in the context of corporate management is
'oligarchy' − rule by a few − and one of the points made is, it is rule by a few because the average shareholder is
indifferent. It is only some shareholders who attend and there are some whose votes are collected, and, therefore,



with 15 per cent or 20 per cent, you can really rule the AGM. Precisely, keeping this in mind, a system is being
introduced - at least an effort is made − that you send the postal ballots to all the shareholders, even if there are
5,000 or 20,000 shareholders, and at least make an effort to get their responses. I am conscious of our system
where there may be some default, but it is certainly going to be an improvement on the current system which we
have, where the only avenue available to a shareholder is that either he attends or gives it to somebody else to
vote for him.

MR. DEPUTY-SPEAKER: Now, the question is:

"That the Bill further to amend the Companies Act, 1956, be taken into consideration."

The motion was adopted.

 

MR. DEPUTY-SPEAKER: The House will now take up Clause-by-Clause consideration of the Bill.

Clause 2 Amendment of Section 2

Amendments made:

Page 1, for line 8, substituteâ€”

"(a) clause (1) shall be re-numbered as clause (1A) thereof and

before the clause as so re-numbered, the following clause shall be

inserted, namely:--

'(1) "abridged prospectus" means a memorandum

containing such salient features of a prospectus as

may be prescribed;';

(aa) clauses (3) and (4) shall be omitted." (3)

Page 1, after line 8, insertâ€”

"(ab) after clause (12), the following clauses shall be inserted,

namely:-

'(12A) "Depository" as the same meaning as in

the depositories Act, 1996;

(12B) "derivative" has the same meaning as in

clause (aa) of section 2 of the Securities Contracts

(Regulation) Act, 1956;'."

(4)

Page 1, after line 10, insertâ€”

"(ba) after clause (15), the following clause shall be inserted,

namely:--

'(15A) "employees stock option" means the option

given to the whole-time directors, officers or employees

of a company, which gives such directors, officers



or employees the benefit or right to purchase or

subscribe at a future date, the securities offered

by the company at a pre-determined price;.';

(bb) after clause (19), the following clauses shall be

inserted, namely:--

'(19A) "hybrid" means any security which has the

character of more than one type of security, including

their derivatives;

(19B) "information memorandum" means a process

undertaken prior to the filing of a prospectus by

which a demand for the securities proposed to be

issued by a company is elicited, and the price and the

terms of issue for such securities is assessed, by means

of a notice, circular, advertisement or document;';

(bc) after clause (23), the following clause shall be

inserted, namely:--

'(23A) "listed public companies" means a public

company which has any of its securities listed in any

recognised stock exchange;'.".

(5)

Page 1, after line 15, insertâ€”

"(da) after clause (31), the following clause shall be

inserted, namely:--

'(31A) "option in securities" has the same meaning as

in clause (d) of section 2 of the Securities Contracts

(Regulation) Act, 1956;'.".

(6)

Page 1, after line 16, insertâ€”

"(ea) after clause (45A), the following clause shall be inserted,

namely:--

'(45AA) "securities" means securities as defined in

clause (h) of section 2 of the Securities Contracts

(Regulation) Act, 1956, and includes hybrids;'.

(eb) after clause (46), the following clause shall be inserted,



namely:--

'(46A) "share with differential rights" means a share

that is issued with differential rights in accordance with

the provisions of section 86;'.".

(7)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That Clause 2, as amended, stand part of the Bill."

The motion was adopted.

Clause 2, as amended, was added to the Bill.

Clause 3 Amendment of Section 3

Amendments made:

Page 2, line 22, for "Companies (Second Amendment) Act, 1999",

Substitute "Companies (Amendment) Act, 2000.". (8)

Page 2, line 26, for "Companies (Second Amendment) Act, 1999",

Substitute "Companies (Amendment) Act, 2000.".

(9)

Page 2, after line 33, insertâ€”

"(6) A company registered under section 25 before or after

the commencement of Companies (Amendment) Act, 2000

shall not be required to have minimum paid-up capital speci-

fied in this section.".

(10)

 

(Shri Arun Jaitley)

SHRI G.M. BANATWALLA (PONNANI): Sir, I beg to move:

Page 2, line 28,--

add at the endâ€”

 

"or convert itself as a private company if the number of

its members is below fifty"

(48)

Page 2, lines 29 and 30,--

for "fails to enhance its paid-up capital in the manner



specified in"

substitute "fails to comply with the provisions of"

(49)

Page 2, after line 33,--

Insert "Provided that where a defunct company has

secured creditors, the name of the defunct company

concerned shall be deemed to be on the register for

the limited purpose of enabling its secured creditors

to enforce their security."

(50)

MR. DEPUTY-SPEAKER: I shall now put amendments Nos. 48, 49 and 50, moved by Shri G.M. Banatwalla to
clause 3, to the vote of the House.

The amendments were put and negatived.

MR. DEPUTY-SPEAKER: The question is:

"That Clause 3, as amended, stand part of the Bill."

The motion was adopted.

Clause 3, as amended, was added to the Bill.

Clauses 4 to 6 were added to the Bill.

Clause 7 Insertion of new Section 17A

Amendment made:

Page 3, for lines 5 and 6, substituteâ€”

Change of "17A. (1) No company shall change the place

registered of its registered office from one place to another

office with- within a State unless such change is confirmed

in a State by the Regional Director.

(2) The company shall make an application

in the prescribed form to the Regional Director for confirmation under sub-section (1).

(3) The confirmation referred to in sub-section (1), shall be communicated to the
company within four weeks from the date of receipt of application for such change.

Explanation.â€”For the purposes of this section, it is hereby declared that the
provisions of this section shall apply only to the companies which change the
registered office from the jurisdiction of another Registrar of Companies within the
same State.

(4) The company shall file, with the Registrar a certified copy of the confirmation by
the Regional Director for change of its registered office under this section, within two
months from the date of confirmation, together with a printed copy of the
memorandum as altered and the Registrar shall register the same and certify the
registration under his hand within one month from the date of filing of such document.



(5) The certificate shall be conclusive evidence that all the requirements of this Act
with respect to the alteration and confirmation have been complied with the
henceforth the memorandum as altered shall be the memorandum of the company.".

(11)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is;

"That Clause 7, as amended, stand part of the Bill."

The motion was adopted.

Clause 7, as amended, was added to the Bill.

Clauses 8 to 11 were added to the Bill.

Clause 12 Amendment of Section 43A

Amendment made:
 

Page 3, for lines 21 to 24, substitute--

'Amendment of 12. In section 43-A of the principal Act,--

section 43A

a. after sub-section (2), the following sub-section shall be inserted, namely:-

"(2A) Where a public company referred to in sub-section (2) becomes a private company
on or after the commencement of the Companies (Amendment) Act, 2000, such company
shall inform the Registrar that it has become a private company and thereupon the
Registrar shall substitute the word 'private company' for the word 'public company' in the
name of the company upon the register and shall also make the necessary alterations in
the certificate of incorporation issued to the company and in its memorandum of
association within four weeks from the date of application made by the company.".

b. after sub-section (10), the following sub-section shall be inserted, namely:--

"(11) Nothing contained in this section, except sub-section (2A), shall apply on and
after the commencement of the Companies (Amendment) Act, 2000".'. (12)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is :

"That clause 12, as amended, stand part of the Bill."

The motion was adopted.

Clause 12, as amended, was added to the Bill.

Clauses 13 to 15 were added to the Bill.

Clause 16 Insertion of new section 55 A

Amendment made:

Page 3, for lines 36 to 42, substitute-

Powers of "55A. The provisions contained in sections 55 to 58, 59 to 81,

Securities and 108, 109, 110, 112, 113, 116, 117, 118, 119, 120, 121, 122,



Exchange 206, 206A and 207, so far as they relate to issue and transfer

Board of India of securities and non-payment of dividend shall,--

a. in case of listed public companies;

b. in case of those public companies which intend to get their securities listed on
any recognized stock exchange in India,

be administered by the Securities and Exchange Board of India; and

c. in any other case, be administered by the Central Government.

Explanation.-For removal of doubts, it is hereby declared that all powers
relating to all other matters including the matters relating to prospectus,
statement in lieu of prospectus, return of allotment, issue of shares and
redemption of ir-redeemable preference shares shall be exercised by the
Central Government, Company Law Board or the Registrar of Companies,
as the case may be.". (13)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is :

"That clause 16, as amended, stand part of the Bill."

The motion was adopted.

Clause 16, as amended, was added to the Bill.

Clauses 17 and 18 were added to the Bill.

Clause 19 Insertion of new sections 58AA and 58AAA

Amendments made:

Page 4, after line 18, insert--

"Explanation.- For removal of doubts, it is hereby declared that the intimation under this section shall be
given on monthly basis.". (14)

Page 5, for lines 35 to 41, substitute-

'Explanation.-For the purposes of this section, "a small depositor" means a depositor who has deposited
in a financial year a sum not exceeding twenty thousand rupees in a company and includes his
successors, nominees and legal representatives.

Default in 58AAA. (1) Notwithstanding anything contained in sections

acceptance 621 and 624, every offence connected with or arising out of

of refund of acceptance of deposits sunder section 58A or section 58AA

deposits to shall be cognizable offence under the Code of Criminal

be Procedure, 1973.

Cognizable. 2 of 1974.

(2) No court shall take cognizance of any offence under sub-section (1) except on a complaint made by
the Central Government or any officer authorised by it in this behalf.'. (15)

(Shri Arun Jaitley)

SHRI G.M. BANATWALLA (PONNANI): Sir, I beg to move the following amendments to Clause 19:



Page 4, line 11, -

omit "from small depositors," (51)

Page 4, line 17, -

omit "small" (52)

Page 4, line 20, -

omit "small" (53)

Page 4, line 27, -

omit "small" (54)

 

Page 4, line 30, -

omit "small" (55)

Page 4, line 31, -

omit "small" (56)

Page 4, line 34, -

omit "small" (57)

Page 5, line 2, -

omit "small" (58)

Page 5, line 5, -

omit "small" (59)

Page 5, line 7, -

omit "small" (60)

Page 5, line 9, -

omit "small" (61)

Page 5, line 17, -

omit "small" (62)

 

MR. DEPUTY-SPEAKER: I shall now put amendment numbers 51 to 62 moved by Shri G.M. Banatwalla to the vote
of the House.

The amendments were put and negatived.

MR. DEPUTY-SPEAKER: The question is :

"That clause 19, as amended, stand part of the Bill."

The motion was adopted.

Clause 19, as amended, was added to the Bill.

Clauses 20 and 21 were added to the Bill.



 
 

Motion Re: Suspension Under Rule 80(i)

THE MINISTER OF LAW, JUSTICE AND COMPANY AFFAIRS AND MINISTER OF SHIPPING (SHRI ARUN
JAITLEY): Sir, I beg to move :

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No. 16 to
the Companies (Second Amendment) Bill, 1999 and that this amendment may be allowed to be moved.".

MR. DEPUTY-SPEAKER: The question is :

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and
Conduct of Business in Lok Sabha in so far as it requires that an amendment shall be
within the scope of the Bill and relevant to the subject matter of the clause to which it
relates, in its application to Government amendment No. 16 to the Companies
(Second Amendment) Bill, 1999 and that this amendment may be allowed to be
moved.".

The motion was adopted.

New Clause 21A

Amendment made:

Page 5, after line 45, insert-- New Clause 21A

Insertion of "21A. After section 60 of the principal Act, the following section

new sections shall be inserted, namely:-

60A and 60B.

'60A. (1) Any public financial institution, public sector bank or

Shelf scheduled bank whose main object is financing shall file a shelf

Prospectus. prospectus.

(2) A company filing a shelf prospectus with the Registrar shall not be required to file
prospectus afresh at every stage of offer of securities by it within a period of validity of such
shelf prospectus.

(3) A company filing a shelf prospectus shall be required to file an information memorandum on
all material facts relating to new charges created, changes in the financial position as have
occurred between the first offer of securities, previous offer of securities and the succeeding
offer of securities within such time as may be prescribed by the Central Government, prior to
making of a second or subsequent offer of securities under the shelf prospectus.

(4) An information memorandum shall be issued to the public along with shelf prospectus filed
at the stage of the first offer of securities and such prospectus shall be valid for a period of one
year from the date of opening of the first issue of securities under that prospectus :

Provided that where an update of information memorandum is filed every time an offer of
securities is made, such memorandum together with the shelf prospectus shall constitute the
prospectus.

Explanation,- For the purpose of this section, -

a. "financing" means making loans to or subscribing in the capital of, a private industrial enterprise
engaged in infrastructural financing or, such other company as the Central Government may notify in
this behalf;



b. "shelf prospectus" means a prospectus issued by any financial institution or bank for one or more
issues of the securities or class of securities specified in that prospectus.

Information 60B. (1) A public company making an issue of securities may

memorandum circulate information memorandum to the public prior to filing

of a prospectus.

(2) A company inviting subscription by an information memorandum shall be bound to file a
prospectus prior to the opening of the subscription lists and the offer as a red-herring
prospectus, at least three days before the opening of the offer.

(3) The information memorandum and red-herring prospectus shall carry same obligations as
are applicable in the case of a prospectus.

(4) Any variation between the information memorandum and the red-herring prospectus shall be
highlighted as variations by the issuing company.

Explanation,- For the purposes of sub-sections (2), (3) and (4), "red-herring prospectus" means
a prospectus which does not have complete particulars on the price of the securities offered
and the quantum of securities offered.

(5) Every variation as made and highlighted in accordance with sub-section (4) above shall be
individually intimated to the persons invited to subscribe to the issue of securities.

(6) In the event of the issuing company or the underwriters to the issue have invited or received
advance subscription by way of cash or post-dated cheques or stock-invest, the company or
such underwriters or bankers to the issue shall not encash such subscription moneys or post-
dated cheques or stockinvest before the date of opening of the issue, without having
individually intimated the prospective subscribers of the variation and without having offered an
opportunity to such prospective subscribers to withdraw their application and cancel their post-
dated cheques or stock-invest or return of subscription paid.

(7) The applicant or proposed subscriber shall exercise his right to withdraw from the
application on any intimation of variation within seven days from the date of such intimation and
shall indicate such withdrawal in writing to the company and the underwriters.

(8) Any application for subscription which is acted upon by the company or underwriters or
bankers to the issue without having given enough information of any variations, or the
particulars of withdrawing the offer or opportunity for cancelling the post-dated cheques or
stock invest or stop payments for such payments shall be void and the applicants shall be
entitled to receive a refund or return of its post-dated cheques or stock-invest or subscription
moneys or cancellation of its application, as if the said application had never been made and
the applicants are entitled to receive back their original application and interest at the rate of
fifteen per cent from the date of encashment till payment of realisation.

(9) Upon the closing of the offer of securities, a final prospectus stating therein the total capital
raised, whether by way of debt or share capital and the closing price of the securities and any
other details as were not complete in the red-herring prospectus shall be filed in a case of a
listed public company with the Securities and Exchange Board and Registrar, and in any other
case with the Registrar only'.". (16)

(Shri Arun Jaitley)

 

MR. DEPUTY-SPEAKER: The question is :

"That new clause 21A be added to the Bill."

The motion was adopted.

New clause 21A was added to the Bill.



Clause 22 was added to the Bill.

Clause 23 Amendment of section 63

Amendment made:

Page 5, after line 52, insert,--

"Provided further that nothing contained in the first proviso shall apply to the non-banking financial
companies or public financial institutions specified in section 4A of the Companies Act, 1956.".

(17)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That clause 23, as amended, stand part of the Bill."

The motion was adopted.

Clause 23, as amended, was added to the Bill.

Clause 24 was added to the Bill.

 

Motion Re: Suspension under Rule 80(i)

SHRI ARUN JAITLEY: Sir, I beg to move:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No. 18 to
the Companies (Second Amendment) Bill, 1999 and that this amendment may be allowed to be moved."

MR. DEPUTY-SPEAKER: The question is:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No. 18 to
the Companies (Second Amendment) Bill, 1999 and that this amendment may be allowed to be moved."

The motion was adopted.

New Clause 24A

Amendment made:

Page 6, after line 11, insert-- New clause

24A.

"24A. After section 68A of the principal Act, the following section shall be inserted,
namely:--

"68B. Notwithstanding anything contained in any other provisions of this Act, every
listed public

company, making initial public offer of any security

for a sum of rupees ten crores or more, shall issue

the same only in dematerialised form by complying

with the requisite provisions of the Depositories



Act, 1996 and the regulations made

thereunder.". . (18)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That new clause 24A be added to the Bill."

The motion was adopted.

New clause 24A was added to the Bill.

Clauses 25 to 35 were added to the Bill.

Motion Re : Suspension under Rule 80(i)

SHRI ARUN JAITLEY: Sir, I beg to move:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No. 19 to
the Companies (Second Amendment) Bill, 1999 and that this amendment may be allowed to be moved."

MR. DEPUTY-SPEAKER: The question is:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No. 19 to
the Companies (Second Amendment) Bill, 1999 and that this amendment may be allowed to be moved."

The motion was adopted.

New Clause 35A

Amendment made:

Page 6, after line 42, insert,-- New

clause

35A.

35A. For section 86 of the principal Act, the following section shall be substituted, namely:-
-

"86. The share capital of a company limited by shares shall be of two kinds only, namely:--

a. equity share capital-

i. with voting rights; or

ii. with differential rights as to dividend, voting or otherwise in accordance with such rules
and subject to such conditions as may be prescribed;

(b) preference share capital.".' (19)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That new clause 35A be added to the Bill."

The motion was adopted.

New clause 35A was added to the Bill.



- - -

Motion Re : Suspension under Rule 80(i)

SHRI ARUN JAITLEY: Sir, I beg to move:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No. 20 to
the Companies (Second Amendment) Bill, 1999 and that this amendment may be allowed to be moved."

MR. DEPUTY-SPEAKER: The question is:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No. 20 to
the Companies (Second Amendment) Bill, 1999 and that this amendment may be allowed to be moved."

The motion was adopted.

New Clause 35B

Amendment made:

Page 6, after line 42, insert,-- New

clause

35B.

35B. Section 88 of the principal Act shall be omitted.'. (20)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That new clause 35B be added to the Bill."

The motion was adopted.

New clause 35B was added to the Bill.

Clauses 36 to 43 were added to the Bill.

(l3/1925/sh-har)

Motion Re: Suspension of Rule 80 (i)

SHRI ARUN JAITLEY: Sir, I beg to move:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clauses to which it relates, in its application to Government amendment No. 21
to the Companies (Second Amendment) Bill, 1999 and that this amendment may be allowed to be
moved."

MR. DEPUTY-SPEAKER: The question is:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clauses to which it relates, in its application to Government amendment No. 21
to the Companies (Second Amendment) Bill, 1999 and that this amendment may be allowed to be
moved."

The motion was adopted.

New Clause 43A



Amendment made:

Page 7, after line 23, insert,-- New clause 43A

'Insertion of 43A. After section 117 of the principal Act, the following

new sections sections shall be inserted, namely:--

117A, 117B

and 117C.

Debenture "117A (1) A trust deed for securing any issue of debentures

trust deed shall be in such form and shall be executed with in such

period as may be prescribed.

(2) A copy of the trust deed shall be open to inspection to any member or debenture
holder of the company and he shall also be entitled to obtain copies of such trust
deed on payment of such sum as may be prescribed.

(3) If a copy of the trust deed is not made available for inspection or is not given to
any member or debenture holder, the company and every officer of the company who
is in a default, shall be punishable, for each offence, with fine which may extend to
five hundred rupees for every day during which the offence continues.

Appointment of 117B. (1) No company shall issue a prospectus or a letter of

debenture offer to the public for subscription of its debentures, unless

trustees and the company has, before such issue, appointed one or more

duties of debenture trustees for such debentures and the company has,

debenture on the face of the prospectus or the letter of offer, stated

trustees. that the debenture trustee or trustees have given their consent to the
company to be so appointed:

Provided that no person shall be appointed as a debenture trustee, if he--

a. beneficially holds shares in the company;

b. is beneficially entitled to moneys which are to be paid by the company to the debenture
trustee;

c. has entered into any guarantee in respect of principal debts secured by the debentures or
interest thereon.

(2) Subject to the provisions of this Act, the functions of the debenture trustees shall
generally be to protect the interest of holders of debentures (including the creation of
securities within the stipulated time) and to redress the grievances of holders of
debentures effectively.

(3) In particular, and without prejudice to the generality of the foregoing functions, a
debenture trustee may take such other steps as he may deem fit--

a. to ensure that the assets of the company issuing debentures and each of the
guarantors are sufficient to discharge the principal amount at all times;

b. to satisfy himself that the prospectus or the letter of offer does not contain any
matter which is inconsistent with the terms of the debentures or with the trust
deed;



c. to ensure that the company does not commit any breach of covenants and
provisions of the trust deed;

d. to take such reasonable steps to remedy any breach of the covenants of the
trust deed or the terms of issue of debentures;

e. to take steps to call a meeting of holders of debentures as and when such
meeting is required to be held.

(4) Where at any time the debenture trustee comes to a conclusion that the assets of
the company are insufficient or are likely to become insufficient to discharge the
principal amount as and when it becomes due, the debenture trustee may file a
petition before the Company Law Board and the Company Law Board may, after
hearing the company and any other person interested in the matter, by an order,
impose such restrictions on the incurring of any further liabilities as the Company Law
Board thinks necessary in the interests of holders of the debentures.

Liability of company 117C. (1) Where a company issues debentures after the

to create security commencement of this Act, it shall create a debenture

and debenture redemption reserve for the redemption of such

redemption reserve. debentures, to which adequate amounts shall be

credited, from out of its profits every year until such debentures are
redeemed.

(2) The amounts credited to the debenture redemption reserve shall not be
utilised by the company except for the purpose aforesaid.

(3) The company referred to in sub-section (1) shall pay interest and
redeem the debentures in accordance with the terms and conditions of
their issue.

(4) Where a company fails to redeem the debentures on the date of
maturity, the Company Law Board may, on the application of ay or all the
holders of debentures shall, after hearing the parties concerned, direct, by
order, the company to redeem the debentures forthwith by the payment of
principal and interest due thereon.

(5) If default is made in complying with the order of the Company Law
Board under sub-section (4), every officer of the company who is in default,
shall be punishable with imprisonment which may extend to three years
and shall also be liable to a fine of not less than five hundred rupees for
every day during which such default continues.".' (21)

(Shri Arun Jaitely)

MR. DEPUTY-SPEAKER: The question is:

"That New Clause 43A be added to the Bill."

The motion was adopted.

New Clause 43A was added to the Bill.

Clauses 44 to 57 were added to the Bill.

Clause 58 Amendment of section 148

Amendment made:

Page 8, line 29, for "Companies (Second Amendment) Act, 1999",



substitute "Companies (Amendment) Act, 2000". (22)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That clause 58, as amended, stand part of the Bill."

The motion was adopted.

Clause 58, as amended, was added to the Bill.

Clause 59 Amendment of section 149

Amendment made:

Page 8, line 33, for "Companies (Second Amendment) Act, 1999"

Substitute "Companies (Amendment) Act, 2000". (23)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That clause 59, as amended, stand part of the Bill."

The motion was adopted.

Clause 59, as amended, was added to the Bill.

Clauses 60 to 70 were added to the Bill.

--------

Clause 71 Amendment of section 163

Amendment made:

Page 9, line 32, for "Companies (Second Amendment) Act, 1999"

Substitute "Companies (Amendment) Act, 2000". (24)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That clause 71, as amended, stand part of the Bill."

The motion was adopted.

Clause 71, as amended, was added to the Bill.

Clause 72 Amendment of section 165

Amendment made:

Page 9, lines 36 and 37 for "Companies (Second Amendment)

Act, 1999" substitute "Companies (Amendment) Act, 2000". (25)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That clause 72, as amended, stand part of the Bill."

The motion was adopted.



Clause 72, as amended, was added to the Bill.

Clauses 73 and 74 were added to the Bill.

Clause 75 Amendment of section 176

Amendments made:

Page 10, in line 18, for "majority of the shareholders",

Substitute "requisite majority of the shareholders". (26)

Page 10, after line 27, insert--

'Explanation.--For the purposes of this section, "postal ballot"

includes voting by electronic mode.' (27)

(Shri Arun Jaitley)

SHRI G.M. BANATWALLA (PONNANI): Sir, I beg to move:

Page 10, line 18,--

for "by a majority of the shareholders"

substitute "both by a majority of the total numbers of

shareholders of the listed public company and by

shareholders holding a majority of the total shares of that

company. (63)

MR. DEPUTY-SPEAKER: I shall now put amendment No. 63 moved by Shri G.M. Banatwalla to the vote of the
House.

The amendment was put and negatived.

MR. DEPUTY-SPEAKER: The question is:

"That clause 75, as amended, stand part of the Bill."

The motion was adopted.

Clause 75, as amended, was added to the Bill.

Clauses 76 to 86 were added to the Bill.

Motion Re : Suspension of rule 80(i)

SHRI ARUN JAITLEY: Sir, I beg to move:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and
Conduct of Business in Lok Sabha in so far as it requires that an amendment shall be
within the scope of the Bill and relevant to the subject matter of the clause to which it
relates, in its application to Government amendment No. 28 to the Companies
(Second Amendment) Bill, 1999 and that this amendment may be allowed to be
moved."

MR. DEPUTY-SPEAKER: The question is:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and
Conduct of Business in Lok Sabha in so far as it requires that an amendment shall be
within the scope of the Bill and relevant to the subject matter of the clause to which it



relates, in its application to Government amendment No. 28 to the Companies
(Second Amendment) Bill, 1999 and that this amendment may be allowed to be
moved."

The motion was adopted.

New Clause 86A

Amendment made:

Page 11, after line 12, insert-

`86A. In section 205 of the principal Act, after subsection (1), the following sub-section shall be
inserted, namely:-

"(1A) The Board of directors may declare interim dividend and the amount of dividend including
interim dividend shall be deposited in a separate bank account within five days from the date of
declaration of such dividend.

(1B) The amount of dividend including interim dividend so deposited under sub-section (1A)
shall be used for payment of interim dividend.

(1C) The provisions contained in sections 205, 205A, 205C, 206, 206A and 207 shall, as far as
may be, also apply to any interim dividend".'. (28)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That new clause 86 A be added to the Bill. "

The motion was adopted.

New Clause 86A was added to the Bill.

Clauses 87 to 100 were added to the Bill.

Clause 101 Amendment of section 217

Amendment made:

Page 13, lines 42 and 43, for "Companies (Second Amendment) Act, 1999", substitute,
"Companies (Amendment) Act, 2000". (29)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That clause 101, as amended, stand part of the Bill."

The motion was adopted.

Clause 101, as amended, was added to the Bill.

Clause 102 Amendment of section 218

Amendments made:

Page 14, lines 4 and 5, for "Companies (Second Amendment) Act, 1999", substitute,
"Companies (Amendment) Act, 2000". (30)

(Shri Arun Jaitley)

Page 14, after line 5, insert-

Explanation.â€”For the purposes of this section, "security" means and instrument which carries voting rights.'. (31)



(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That clause 102, as amended, stand part of the Bill."

The motion was adopted.

Clause 102, as amended, was added to the Bill.

Clauses 103 to 121 were added to the Bill.

Clause 122 Amendment of section 245

Amendment made:

Page 16, line 35,--

for "shall have at least one director"

Substitute "may have a director" (47)

(Shri Arun Jaitley)

SHRI G.M. BANATWALLA (PONNANI): Sir, the small investors must have one director. Let the hon. Minister
reconsider this aspect. The interest of the small investors must be protected.

MR. DEPUTY-SPEAKER: The Minister has already clarified this point. At least you should give that satisfaction to
him.

The question is:

"That clause 122, as amended, stand part of the Bill."

The motion was adopted.

Clause 122, as amended, was added to the Bill.

Clauses 123 to 126 were added to the Bill.

Clause 127 Amendment of section 251

SHRI G.M. BANATWALLA (PONNANI): I beg to move:

Page 17, line 24,-

for "fifteen companies"

substitute "seven companies" (64)

MR. DEPUTY-SEPAKER: I shall now put Amendment No.64, moved by Shri G.M. Banatwalla, to the vote of the
House.

The amendment was put and negatived.

MR. DEPUTY-SPEAKER: The question is:

"That clause 127 stand part of the Bill".

The motion was adopted.

Clause 127 was added to the Bill.

Clause 128 Amendment of section 252

SHRI G.M. BANATWALLA (PONNANI): I beg to move:



Page 17, line 26,-

for "fifteen"

substitute "seven" (65)

MR. DEPUTY-SEPAKER: I shall now put Amendment No.65, moved by Shri G.M. Banatwalla, to the vote of the
House.

The amendment was put and negatived.

Amendment made:

Page 17, line 29, -

for "Companies (Second Amendment) Act, 1999",

substitute, "Companies (Amendment) Act, 2000." (32)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That clause 128, as amended, stand part of the Bill."

The motion was adopted.

Clause 128, as amended, was added to the Bill.

â€¦

Clause 129 Omission of section 261

SHRI G.M. BANATWALLA (PONNANI): I beg to move:

Page 17, line 32,-

for "fifteen companies"

substitute "seven companies" (66)

Page 17, line 42,-

for "fifteen"

substitute"'seven" (67)

MR. DEPUTY-SEPAKER: I shall now put Amendment Nos.66 and 67, moved by Shri G.M. Banatwalla, to the vote
of the House.

The amendments were put and negatived.

Amendments made:

Page 17, lines 34 and 35,-

for "Companies (Second Amendment) Act, 1999",

substitute, "Companies (Amendment) Act, 2000". (33)

Page 17, line 39 and 40,-

for "Companies (Second Amendment) Act, 1999",

substitute, "Companies (Amendment) Act, 2000". (34)



(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That clause 129, as amended, stand part of the Bill."

The motion was adopted.

Clause 129, as amended, was added to the Bill.

â€¦

Clause 130 Amendment of section 269

SHRI G.M. BANATWALLA (PONNANI): I beg to move:

Page 17, line 44,-

for "fifteen companies"

substitute "seven companies". (68)

MR. DEPUTY-SEPAKER: I shall now put Amendment No.68, moved by Shri G.M. Banatwalla, to the vote of the
House.

The amendment was put and negatived.

MR. DEPUTY-SPEAKER: The question is:

"That clause 130 stand part of the Bill."

The motion was adopted.

Clause 130 was added to the Bill.

Clauses 131 to 133 were added to the Bill.

Clause 134 Amendment of section 276

Amendment made:

Page 18, after line 39, insert,-

"(8A) If the Board does not accept the recommendations of the Audit Committee, it shall record the reasons therefor
and communicate such reasons to the shareholders.". (35)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That clause 134, as amended, stand part of the Bill."

The motion was adopted.

Clause 134, as amended, was added to the Bill.

Clauses 135 to 164 were added to the Bill.

â€¦

Clause 165 Amendment of Section 370 A

Amendment made:

Page 21, for line 37, substitute-

"as to whether the company has complied with all the provisions of this Act and a copy of such



certificate shall be attached with Board's report referred to in section 217". (36)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That clause 165, as amended, stand part of the Bill."

The motion was adopted.

Clause 165, as amended, was added to the Bill.

â€¦

Clauses 166 to 209 were added to the Bill.

 

Motion Re : Suspension of Rule 80(i)

SHRI ARUN JAITLEY: Sir, I beg to move:

"That this House do suspend clauses (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha in so far as it requires that an amendment shall be within the scope fo the Bill and relevant to
the subject matter of the clause to which it relates, in its applications to Government amendment No. 37
to the Companies (Second Amendment) Bill, 1999 and that this amendment may be allowed to be
moved.".

MR. DEPUTY-SPEAKER: The question is:

"That this House do suspend clauses (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha in so far as it requires that an amendment shall be within the scope fo the Bill and relevant to
the subject matter of the clause to which it relates, in its applications to Government amendment No. 37
to the Companies (Second Amendment) Bill, 1999 and that this amendment may be allowed to be
moved.".

The motion was adopted.

New Clause 209A

Amendment made:

Page 24, after line 28, insert--

'Insertion of "209A. After section 605 of the principal Act,

new Section the following section shall be inserted, namely:-

605A

Offer of "605A. Notwithstanding anything contained in

Indian any other law for the time being in force, the

Depository Central Government may make rules applicable

Receipts forâ€”

a. the offer of Indian Depository Receipts;
b. the requirement of disclosures in prospectus

or letter of offer issued in connection with Indian

Depository Receipts;

c. the manner in which the Indian Depository Receipts



shall be dealt in a depository mode and by custodian

and underwriters;

d. the manner of sale, transfer or transmission of

Indian Depository Receipts,

by a company incorporated, or to be incorporated outside India, whether

The company has or has not been established or, will or will not establish

any place of business in India.".'. (37)

(Shri Arun Jaitley)

MR DEPUTY-SPEAKER: The question is:

"That new clause 209A be added to the Bill."

The motion was adopted.

New Clause 209A was added to the Bill.

------

Clause 210 Amendment of section 551

Amendment made:

Page 24, for lines 29 and 30, substituteâ€”

'Amendment 210. In section 606 of the principal Act,--

section 606

(a)after the words "application for shares or

debentures", the words "application for shares,

debentures or Indian Depository Receipts" shall

be substituted;

(b) for words and figures "and 605", the word and

figures "605 and 605A" shall be substituted;

( c ) for the words "five thousands rupees", the words

"fifty thousand rupees" shall be substituted.'. (38)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That clause 210, as amended, stand part of the Bill."

The motion was adopted.

Clause 210, as amended, was added to the Bill.

Clauses 211 to 213 were added to the Bill.

-----

Clause 214 Amendment of section 583



Amendment made:

Page 24, for lines 36 and 37, substituteâ€”

'214. In section 621 of the principal Act, in sub-section (1),

after the proviso, the following shall be inserted, namely:--

"Provided further that the court may take cognizance of

offence relating to issue and transfer of securities and non-

payment of dividend on a complaint in writing by a person

authorised by the Securities Exchange Board of India".'. (39)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"Clause 214, as amended, stand part of the Bill."

The motion was adopted.

Clause 214, as amended, was added to the Bill.

Clauses 215 to 224 were added to the Bill.

 

Clause 1 Short Title and Commencement

Amendment made:

Page 1, line 2, for "Companies(Second Amendment) Act, 1999",

Substitute "Companies (Amendment) Act, 2000.". (2)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That clause 1, as amended, stand part of the Bill."

The motion was adopted.

Clause 1, as amended, was added to the Bill.

-----

Enacting formula

Enacting Formula

Amendment made:

Page 1, line 1, for "Fiftieth Year", substitute "Fifty-first Year" (1)

(Shri Arun Jaitley)

MR. DEPUTY-SPEAKER: The question is:

"That the Enacting Formula, as amended, stand part of the Bill."

The motion was adopted.

The Enacting Formula, as amended, was added to the Bill.



 

TheLong Title was added to the Bill.

MR. DEPUTY-SPEAKER: Now, the hon. Minister may move that the Bill be passed.

THE MINISTER OF LAW, JUSTICE AND COMPANY AFFAIRS AND MINISTER OF SHIPPING (SHRI ARUN
JAITLEY): Sir, I beg to move:

"That the Bill, as amended, be passed."

MR. DEPUTY-SPEAKER: The question is:

"That the Bill, as amended, be passed."

The motion was adopted.

 

1947 hours

The Lok Sabha then adjourned till Eleven of the Clock

on Tuesday, November 28, 2000/Agrahayana 7, 1922 (Saka)

 

-------------


