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INTRODUCTION 

I, the Chairman Committee on Public Undertakings haviDI beeD 
authorised by the Committee to submit the Report OIl tbIR behalf, 
present this 36th Report on Action Taken by Govenu:DeDt _ the 
recommendations contained in the 2.7th Report a.f the CommlUee aD 
Public Undertakings (Eighth Lok Sabha) on NomiDatioD of Direct-
ors by Financial Institutions. 

2. The 27th Report of the Committee on Public UDdertaldDp .. 
presented to Lok Sabha on 29 April, 1987. Replies of Govm.unent 
to all the recommendations contained in the Report were lWeived 
on 30 November, 1987. The replies of Government were coDlidered 
by the Action Taken Sub-Committee of Committee on PubUc Under-
takings on 20 January, 1988. The Committee also considered aDd 
adopted this Report at their Bitting held on 20 January, 1988. 

3. An analysis of the action taken by Government on the ncom .. 
mendations contained in the 27th Report (1986-87) of the CommIt.-
tee is given in Appendix II. 

Nzw Da.Ju; 
f'ebf'UClf'Y, 18, 1988 
Magha 29, 1909 (S). , . 

VAKKOM PURUSHOTHAMAN 
Chairma.w. 

Committee Oft Public V"der1alci .. 
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REPORT 
The Report of the Committee deals with the action taken bY, 

·'Government on the recommendations contained in the Twenty Sev..' 
·enth (Eighth Lok Sabha) of the Committee on Public Undertakings. 
on 'Nomination of Directors by Financial Institutions' which was 
.presented t? Lok Sabha on 29 April, 19'87. 

2. Action Taken Notes have been received from Government in 
respect of all the 20 recommendations contained in the Report. These 
.have been categorised as follows:-

(i) Recommendations/Observations that have been aCC'epteri 
by Government. 
S. Nos. 1-11. 13-19. 

(ii) Recommendation/Observation which the Committee do 
not desire to pursue in view Of Government's reply: 

-Nil-

.(iii) Recommendation/Observation in respect of which reply 
of Government has not been accepted by the Comm.ittee. 
S. No. 12 

(vi) Recomm.end4tion/ObBert)4tion in respect of' which final 
reply" of Gottemmentis still Clwc:dted. 
S. No. 20. 

3. The Committee desire that the final reply in respect of recom-
men4atiol1 for which on,iy interim reply has been li~en by Govern-
ment should be furnished to the Committee expeditiously. 

4. The Committee will now deal with the action taken by Gov-
ernment on some of their recommendations. 
A. Follow-up action on recomm.endatiom 

,Becommendation S. Nos. 2. B, 14 aad 17, Paraaraphs 2.2, Z.t. Z.14 
and 2.17 

5. In response to the Committee's recommendations for stren-
«then the ftDancial inatitutiona. the Government is reported to have 

,. iIsued instructions to the ftnaD.cia1 institUtions to implement " the 
:recommendations of the Committee. Por iDItanee in repnI to 
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appointment of nominee directors in all assisted companies, the Gov-
ernment have stated that institutions will soon review the position 
with reference to the latest list of assisted companies and appoint 
nominees. where necessary. Sfrril1ar~~in regard to recommendation 
of the Committee for strengthenmr the cadre of official nominee 
directors. it has been stated that IDBI has reported that the cadre Qf 
official nominees is being strengthened by the institutions. For yet 
another recommendation fot un~ertaking a review to pin.:.point the 
'shortcomings in the present 'system of working of nomi~ee directors. 
it has been stated that Government have advised the institutions to 
have six monthly periodic review of the system of nominee directors 
including their perforrriance in general and brought up before the 
Board of the concerned institutions for their constitution. 

e. The Committee are glad to note that Gove.lmment halll 1l~t.eptea 
da. l'eeOIIUIIIeIldatiOJts of the Committee and &nuclal institutions 
have been given necessary insbuctioDS to aet -aecoNmCly. Ho,.·· 
over, the Committee desire that the Government should further pur-
sue the matter with respective financial institutions with • view to 
enltttbig'ihat tile "retOlbmetldations ·iBede 'by ·the CoDmiittee ill re-
gard'to appointment of -nommee' direetoJis should he bnttlemented in 
letter and spirit and if neeesaary a time bound schedule should be 
prepared for the iDstitutions. 
It. Nominee Di~etor, ,Calt • I 

Recommendation S. No. 12, Paragra:Ph 2.11 

Jl. The CoJUftlitflie· kid 'ftotlM! that 'ftft1iad8l iatitutioas bU -set up-
Nominee Directors' Cell-and the'Oftice1'lltttaehed 'to these cells. who 
function only al nominee directors, were being appointed on each of 
as many as 15 COInpanies., The Committee had felt that an oftlcer 
woutdnot.be 'able 'to do full justice if 'he Wils on the ~rds of 15 
companies j,t 'Ii tiMe. 1'heeoll1mlUee a~~ly '~4tCi 
that the n:uniber dfnonUnatioM' shoUld be ~n~ma1d!hUM 'io 
DOt mdre tban eight or te'ft companies and the Nominee D1reetors' 
Cell should be strengthened 'aceordil'lgly. 

R. In their reply _ the Government have stated that Instructions 
have been issued by Government to make an evaluation of the per. 
fotmanee bf these Cells to see how the constitutions of the Cf!l1s1n 
the institutions have improved' thie 'effectiveness and functioning of 
the Mminee directQrs of the itl8titutioJ11J on the Boar~ of assisted 
oompanies. Institutions are reported to have been asked to make a 
review of the fun,ctiollirl'f at tbe&«, CellI and the JRJtter would ~lsa 
be N.~ by, Government. 
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9. The Committee regret to point out that the Govenunent's repi7 
is too general stating merely that the "iustitutioDSo have been asked 
to make a review of the functionia, of Nomineet. Directors Cell ... 
the -.me wouW also be reviewed by Govemmeut." The ~vera­
ment reply is silent about the Commlttee'sreec:mtlneliclatlcm --fkat'the 
Dumber of Dominations should be restricted. maximum·to not more 
than eight or ten eempdDies eaeh and also for ........... g the N.,.. 
minee Directors Cell. The Committee need hardly stress that re-
plies to theirrec:ommendations/observations should be eompt~liDct 
expressed .in unambiguous terms. The Committee will await D~ 
ury clarifications from the Ministry in this regard. •• , 

C. Suggestions for imp7'OVingfun~tioning Of No'tninee DirectJo-n 

Beeo&bmen4ation S. No. aO,Paragraph 2.20 

10. The financial institutions had given certain suggestions to the 
Committee f-or improving the functioning of nomine.e directors. These 
suggestions inter .. alia included prescribing minimum period notice 
for board meetin~ sending agenda papers in advance, increasedpe-
riodicity of Board meetings. submission of, quarterly working results. 
compulsory formation of audit sub-committees and legal protection 
to nominee directors from preaecution for matte1'll connected with 
assisted companies. The Committee found merit in these 8Ugges. 
ticm& and desired that Ministry should. examine in details the p~ 
aDd cons of each of the sugg~stion8 in consultaUon with ftnanciIil 
institutions for taking appropriate action., The Committee. also 
desired ttl be informed of the acUon ·taken in the matter within 1l8X~. 
~~~ t 

11. In their reply the Govetnment liMe stated thatmatt@'r __ 
linder examination in Govel11t1'u!nt f'n eontultaUdn with the~: 
c:eftled. 

1z,'The ·Cdlblillttee ftIg'fet te ftbte't'hllf .'Gt:weYntMKtMft. ... 
IMJen a"le to eumhl~ the fttllUet _1t1dtt I~ 'Did'nfli. as 'etiIHI 'I'y 
the Committee. The Committee tilee All I ; ~f6litflJll 'to tile ·t .... 
manner the recommendation of the Committee has been dealt with. 
The Committee, therefore, urre that since the suggestions are aimed 
at strengthening the fft!lltitution of Dominee ditedon, ·the -0Wftim· 
ment should complete all excreise in this regard at t*te f!8tHesf ·66. 
tau annrooriate . action ill JRI'I'Suaneethereof.· n. Committee 
........... like to·M .. thed·., t1le ~l'DDlent derision on aD the 
sugpstlons within three months of the presentation of the Report. 



CJIA.I'TE'B D 
RBcoMMENDATIONS THAT HAVE BEEN ACCEPTED BY 

GOVERNMENT . 

.... ""'Ildation Serial NO.1 (P-.raph 2.1) 

FJft'DC~ Institutions, having sizeable stake in the industrial con-
~ have been appointing their nominees on the Boards of assiated 
companies who inter ali4 serve as a useful tool for effective project 
monitoring and follow up., The nominee directors on the Boards of 
the assisted companies are intended not only to safeguard the inter-
ests of the institutions investing money in them, but also to serve the 
interests of sound public policy. The right of financial institutions 
to nominate such directors flows from the contractual obligation en-, 
tered into between the assisted companies and instituions as also the 
re1.e~ntprovisions in the statutes of the latter. Although the :fin-
anciaIinstitutions were appointing even prior to 1971 their nominees 
on . the boards. of some of the assisted companies, the sys-
tem. got institutionalised with the issue of Government's guidelines 
on the subject in June. 1971. These guidelines were revised and 
amplified first in 1981 and again in 1984. 'l"he guidelines presently 
in operation stipulate that the financial institutions should rtominate 
their ftpresentatives on the Boards of all assi!;ted companies where 
substantial financial assistance has been sanctioned and where the 
convert;ibi~ity clause has been incorporated in the flnancial assistance 
aigreement. In other cases, the finalJ,cial institutions have been .~ven 
the discretion to 8'P'PQlnt or not to apt'loint nominee direct."rs ~n the 
Boards .of the assisted companies. The Committee's review of the 
system of appointment of nominep. djre~tors. thp. W9v in whiC'h they 
have been functionin~ and the success achleveoin $lchievinq the ob-
jectives for which nominee directors aTe annointod. haR rpven1f:>,:f spve-
ral deficiencies and wea'k ooints which nee~ to be rempnipd. The 
Committe-e's findfncrsand their recommendations formakin~ ~he 
system really effective are set out below. 

Reply of the Government 

General . observations of t~ Committee leading to their recom-
meaclaUODs noted.. 

[MInistry of Finanee, Department of Economic Aftafrs 
O.M. No. 1f9!8'1-lF.tt dated 3O-11-1tNrr] 

4 
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Recommendation Serial No. 2 (Panpaph No. U) 

As perguidelines issued by Government of India, the financial 
institutions are expected to appoint their nominees on th1! Boards 
of all assisted MRTP Companies. In respect of non-MRTP com-
panies, the nominee directors are to be appointed on selective basis. 
The Committee are concerned to fmd that as on :Ust March, IPSS. 
out of 1300 assisted companies, nominee directors· haVe been appoin-
ted by the institutions only on 1070 companies. A further break-
up of these figures reveals that out of 324 assisted MRTP companies, 
nominee directors have not been appointed in 36 companies even 
though 12 of these companies are incurring losses. SimUarly~ in 
194 out of 976 non-MRTP Companies nominee directors have not 
been appointed although 81 such companies are incurring 1088e8. 
The COnunittee do not find any valid reason for not appointing ~ 
minee directors on such a large number of losing companies wbleh 
could certainly jeopardise the security of the advances made. Un-
less the Financial Institutions get timely authentic reports from. 
their nominees on the companies, it may be too late when the u1ti-
mate result is brought to notice 88 a fate accom~. The Commft.. 
tee, therefore, desire that nominee directors should invariably be 
appointed in all MRTP companies and in the ease of IlOJl-JIRTP 
companies, no Board of any Company incurring 10188B or otbenrIM 
running into problems should be without representation from the 
financial institutions. 

Reply of the GOvemmeDt 

As on 31-3-1986, out of 1300 companies assisted by all blBtltutiODB, 
they had appointed their nominees on the Boards of 10'10 compan:iea 
(82.3 per cent). Nominees bad been withdrawn in respect of re-
maining 230 companies for fonowing reasons vfz .• 

lpads fully repaid . 2 
Loan ... ,iusnoe canaelled . 2 

Loans recalled . • 41' 
C):luni1s talc,n over by Oovt./ComInnles naerpd • 23 

• 74 

• 13 

Com,lnies with very small outstandilll assistance 
. ! 

, Companies under liquidation 

, Companies closed CI 
Others • ·1211 • 

. . 
'230 . 

• -.-·N-o-mi-D:-~-, -Sin-ce--~p-PO-in-te-d-o-n-I-2-Co-, s-. -an-· -d ..... p-r-oposal----:'-fo-r~~ 
tion under consideration on the reni8infng Cos.'· " .. '. 
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Insti\\itio_ w_ .• w the pc:IIIitull wiUl ~ w,the lateat 

~ O~ ~te4. co~~~ and ap)]Ointed nominees where n~, 
_~g ~e~ parametres in view . 
..a.. '" . 

(1) As on March 31, 1986, out of 32' MR1?P ~es asai$cl 
.., ilutitutions, they had appointed their nomineea on 268 complfAies 
flU, p CeIlt) and nominees had been withdrawn in the remaioiJlg 
• cues due to repayment of loans/merger of unit with ~'ber 
a.mpany /recall of loan/pending of winding up proceedi,ngs etc. 

Institutions will review the position wUh r.eference to the la_t 
1iat QfMRTP companies and take action to appoint their nominee/. 
where necessary. Guidelines indicated will be bpt in view. 

. (iU 4s C$ Mat'Ch 31, 19,86 there were 194 ~OJ1-MltTP sick units 
. wiated by a,11 mstit1.\tioJl$ as per GIFR definition. Institutions had 
,~te4 noII)inees on Boards of 149 companies (77 per cent). 

Instttutionainominees have not been appointed or,have been 
withdrawn in respect of 46 companies for the following reasons viz . 

. loans' hav~ been recalled/suits filed/proposed to be filedlcompanieS' 
'lI;D.cfM liquidation· or management has been taken over. 

'*.,\it\ltio~ wlli ~eview the p.ositiotl with reference to the latest 
.~~, ~:~TP companies aiu:l take a~tion to appoint their nominee/s 
'. ~T.f .cOlXlpallie, whe,~e I.lec~sary:, Guidelines indicated 
will be kept in view. . , 

[Ministry: of F.in~e, Departme.nt of Economi~ Affairs 
. O.M. No. 2/3/87-IF. II dated 30-11-1987] 

CO'I'R:m~ts of th~ Committee 

Please .. Para I· ot chapter I 01 ~e Beport. 
BecommendatloDSe14al No. 3 (Parapaph No. U) 

'~.r .. interesting fact which this stUdy has brought to the 
.'18 that F'lnanclal Institutions are normally appointillg. ODe. or 
t.o nominee directors only even in cases wbere their ,hare holdIng 
i4i largtt. say 51. per. ce~t ~d above and have vlrt1.\aU.y. lef.t the 
I.1AUl8gemem of, suell c~Miea. in, "" ~ct. of. pnWlte pr~ . 
... reality Is that represeata\lon .t · ... aei&liBdiwtloas, on tM boa-
l'di,of tlJe ~ted co~panies ,bears n~ rel.UQnabip to the tQtaJ. hold-
~ of the financial institutions in the form of share capital or invest-
ments iri the form of term loans. Therefore, except for the tnsUtu-
~l nominees the boards of almost all the companies aN 'eam-
P'-IIId entirely of promoters and their nominees irrespective of the 
.~<. ~.IbMJ;, ~in~, Qfthe p~Qrn~ ~up.. ~t! in..equity 
III tbe present arr~~. vmftl'e~y. ~, k't#~ Qf ~n.~tit~ttq~ 



., 
and.' ()~her sb.~ holders remain un-represented or iDadequatel:r. No-
.I,resented on the boards is so gJ.8ring that it needs immediate recti. 
fication. The Committ~ are of the fmn. opiftion that the degree t1f 
the institutional i'Rvol~1Mnt inma1l4g~t, dec~icm. making ~ould 
bear q. re,aso114Ple if 'nrot exactlll proportiotull relati~mhip. with t~ir 
.h4~kli",g and. i'nr~~Btment in a comp.""lI. This js aU the mo.r~ 
so a.s the agr:~e,ment. wit4 tpe co~pany or the sht\fe. b.ol~nl. clEtJl'ly 
~1:$; this. r~gh~ in the' ftnaJiclal in,sti~tions makirlg the inw.st~~~ ... 
The Cqmmit~e recommend. that financial institutions shol,llc;l e'Xt!r-
clJe tb.~1r rights, ~ sh~re-:ll.ol~er or illvestof of' fun~ to ~ppoin.~ D.C>-
minee directprs in as~is1;f!d cornpapies in proportion, to. their shttre-
JwZ~ing andlpr i7l. t~rms of loans agreements. As agr'eed to by the 
Fin(lnce Secre.tary, full. quota of Directors in CaBe$ where an.y fi.~"'~ 
cial institution singly or in c.on;unctjon with any other jinancia' ins-
tittLt'ons is having more than 51 per cent shares but had not nomina-
ted proportionat'e number o-f directors, should be filled' up forthwith. 
Similarly in companies whe1'e the inBtitutional holding. i$ leBB thGn 
.!;O per cent the 1'ep1'~entation may be in, proportion to the totfal 
iwl~ings and wherever t~. actual number oj nominees ~ Ie .. ~ 
the entitled quota) the deficie1l.C1J shoult1- be m4de up qulc1c11l:. . 

Reply of the Government 

The institutions have been requested that in cases of compa'nies 
wpere Govt./institq.tions hold a. majority share-hqlding; investiJ1ent 
iJwUtutions sho\lld. have adeq~te nQlllbe.r. of represeatatives as 'per 
eniitlemeat, on the Boa.rds of Msi$tf#d concerns to safeguard the in-
terest of' Govt./institutions. Development Banking Institutions 
lbould',alseenlUfe suitable repr8sentation toptotect tIMtir$ •. a~cl eom-
pa~s inteftHlta. The institutiona' ha~ been requested by aovera-
mentrto· take aetiIlIn and· appomt .... mee directors on· the a~ 
lines . on· the·. b .... of the. sba!'eholdiftf by. Development/ltwelltmat 
lnttittlt ... , We· baYa" bean, mt.maed"hJ!, IDBl. tRat· they woltid) ..... 
"iew the position and take suitable action for appnmtmentfinduett.n 
of Directors in the case o.f assisted eomp8Jdes where ip~tqtt"ns 
'tbpft.er b6Icr5&~ ~nt ornmte ~>the i!hareho1dtn(s. We b~ve 
~m~ed·that inftttu+tons,.1f'bU1d a~nf 'ft.tt~ttmml n~1T'~ 
dfteetori" at\~' suitable- fndepeMeftt ou~fde l)l'ofessfona'ts wftht1tetr 
approval to J!~e'raftyenSUft' that web df~rs together fo~ ma,o-
'rtty on • ~~. " . 

As regards eomnan;es where the iftstttutlohal IIhare;.hnlt1h11tS was 
'lesit than 56 pet' rent, tbe Itfmet'sl e8ftsenms of the tnstftuttn1'1l' Is 
tIIat· whne it, is' desirable to haft adequate re'pre8entatton on··th!mt '. 
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Boar.ds of assisted companies, the appointment of nominee directors:. 
need not necesllarily be in proportion to the shareholding of the 
institutions in general for the following reasons:-

(a) The institutional nominee directors normally endeavour to" 
ensure that decisions on important issues at the Board meetings are 
taken by consensus and thus there is hardly any voting in the Board 
meetings. Moreover, in view of the large stake of the financial insti-
tutions in the assisted companies by way of term loans and/or share-
holding, the views of the institutional nominees, irrespective of their 
number, are normally given due weightage at "the Board meetings. 
In exceptional cases where the decisions are not in the larger in-
terest of the company, the situation can be corrected by the institu-
tions on receipt of feedback reports from their nominees to that 
effect, through reCourse to loan convenants. . 

(b) The finanCial institutions examine the composition of the-
Board before sanctioning assistance and in cases where considen;d 
necessary, suitable conditions are stipulated for broad-basing their 
Boards with the prior approval of tbeinstitutions'. This is incorpo-
rated in the Loan Agreements as a condition and the institutions en-
I11fe that the Boards are every balanced with independent directors: 
including the Institutional nominees forming a majority. In case 
of joint sector companies. ~part from 2 or 3 nominees. of financial 
inltttution~ and independent outside directors, the State level De-
velopment Flnancinl Institutions viz. Syncs allO have their noml-
"neeS on the Boards of such companies. Chairman in 'foint sector" 
campaniesis normally nominated by the concerned SIDC. 

(c) In lome of the cues, "investment institutions have come to' 
acquire large shareholding by \Vay of J1larket purchases. 'nrls is" 

""purely in the nature of investment and in such cUes, their nominees' 
can be elected only at the General Bodv meetings. But such no-
mbiees will not be entitled for prc..tection available to other {naUtu-
'tiona! ndminee directors. 

. .. (d). Theftnanclal institutiGDS generally aim at professionallsJtion 
"af management to encourage healthy growth of assisted companies. 

"","Appofntment of nominee directors in proportion to their sharehold-
Jug wiD "gfve-an fmpr.ession that. the financial institutions are run· 
ning the units. And. thus in case of deterioration in working re-
sults, the functional directors/promoter Group will tend to absolve-

.1;h,el114'elvesof the responslbntty and pass it on to the institutional 

.,nownees. Moreover. it is desirable that Boards also have adequate 
,.representi tiOD of independent outside . experts with wider busm.ess 
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~rience and perspective as also the "people with expertise· in spe~ 
~ialised .subjects like tax'aUon, law, marketing, technology etc. It 
may not always be possible to meet all these requirements through 
institutional nominees alone. 

As mentioned in paragrapbs 1.14 alld 1. 21, the general consensus 
of the institutions is that whiie the appointment of nominee directors 
need not necessarily be in proportion to their shareholoing in gene-
ral, they should have adequate representation on the Boards of 
assisted companies where the institutions together hold 50 per cent 
or more of the shareholdings. This will be achieved partly by ap-
pointment of institutional nominee directors and partly through in-
duction of suitable jndepend~nt outside professionals with the appro-
val of institutions. It would be generally ensured that such directors 
together furm majority on the Board. 

IDBI and other institutions will soon review the position and take 
suitable action for appointment/induction of directors accordingly. 

In eases where the institutions hold less than 50 per cent share-
holding, they would like to continue the existing practice of appoint-
ing 2 nominee directors (one representing development banks end 
the other representing investment institutions) unless cl~umstances 
warrant otherwise. However, in cases where there are diDenslObS in 
promoter family or in functional management, the representation of 
institutions might be adequately increased so as to e118Ure that the 
institutional nominees together with independent outside directors 
of their choice, form a majority on the Board. 

roBI and other institutions will soon roview the position and 
take suitable: action accordingly. 

We agree with the views of the institutions. However, the iDsti-
tutions should keep a close watch on the performance of these units 
also through their nOMblee directors and take suitable remedial ac-
tion wherever warranted. 

[Ministry of Finance,~partment of Economic Affairs 
, O.:M. No. 2f3/87-tF.U dated 30-11-1987] 

Beeommendatioa Se~ No.4 (Paragraph No.2.') 

. The Committee feel that the tnstitutional say in the management 
of assisted companies is more than justified on the ground that the 
financial institutions nonnally finanCe 80 to 90 per cent of the project 

, cost, whereas the promoters' :flnancial parti~ation is only very 
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Ijmit4i!d. ~Qin.IJ, iQ. ~ : where. the lbarehokUn.is more thaD 
5J ~. ce~~1 ~ iQ.!itl~taol)8 shoule!. have a greater say through loan 
.c:o~: ip, ~ fIelaction of Chairman, Managjng Director, whole· 
time directors and other directors. Where no loaD is involved (as 
it often happens in the case of Investment Institutions) more effective 
Ute of voting strength should be made on the basis of shareholdJJ1p. 

Reply of the Government 

Fi~cial institutions by virtue of provisions in'the loan agree-
JTHmts -entered into with the assisted companies already possess the 
r~ht. to aPPfQYe. appointmentlreappointrnent of. whole·tlme direc-
tcmJ. Besides, they have a right to require the companies t'O broad-
base their. Board of Directors and thereby have a decisive role in the 
composition of Boards. Besides, the apPointment/reappointment of 
whole-time directors is al~o required to be approved by the Company 
Lil~ Board of Govt: of Ipdi/l. . 

The existing system is operating smoothly, and we may alloW it 
to continue. 

In ca~s, where there are internal dissensions or other problems, we 
are ·iD~l'med· that the investment· in&:titutions do exercise their vot-
in. rights on the, basis . of- their .. Ihareholdings in consultation with 

. , 
:finacial iQltitutiona. ' . 

" 

In all cases, where investment- institutions together hold· sm,able 
shareholding (of say more than Rs. 100 lakhs) they should in-
'ftriably appoint lOne nomineedif'ectOr; '. 

We are informed that Investment institutions will soon review the 
p.ltiOli ed, take suitable action. 

[Min.., of ~, DeputmeM of, lcoll9mlc ~ 
O.M. No. 2/3/&7 .. '!F.H" da~:"lll"l~ 

~~ ~,~. 5 (Paragraph !.5) 

In caJe'wheire \tle ift!t4.tutif')M have no laans ~inl!( but IOnly 
hold sh~" a convention sho~~ . be, b~ilt qp. w}1erel,,- the Co~ 
'~ould .·be peri!~c1ed to elect. Iiomin~es of the instfttitiol'\s on: their 
:Boards of :Dltectol'S.· This in COtntnittee's opinion would. . ensure 
proper representation, of the institUtion!; on: the !!o;lirds of~ueh com-
pUtes, even after tt1ey h~ve repaid the term loans. ' 
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~I, Of the Goverumeat· 

Financial institutions have a right to appoint nominee even· in 
~ w.here tbe ~e is only in the form of underwriting I direct 
1Il)le~tio~ tp.s~~.in terms of the provisions of the relative Agree-
ment. In practice, they normally appoint their nominees on the 
Boards of .such companies wher~ such assistance is large, say Rs. 100 
lakhs or so. . 

[Ministry of. Finance, Department of .. Ecoumie Affairs 
O,K, No, "/8/WTp!P,1I dated ~lb·l:J87] 

RecOmmeacbtion serial No. 6 (Paragraph No, 2:1) 

The Committee find that under· th~ terms. and, eontiitiO!1' .govem-
ing the sanction of fil\andal· assistance, the a"ist~ units lu'e re-
quired to brondbase their hoards. of direC'tor.s in c()DsultatiQn with 
and. to the satisfaction of ~ fi~ncifd in$titu~ions, HQw~er,. the 
financial institutions have., not been taking requisite, interest: in 
this direction. The Committee recommend that, while de1erm41ing 
the composition or tht! Board of a company. the fin$DCial institu-
tions should ensure that the board is truly broadbased, with repre-
sentation from VHriOl1~. l'(.'lcvan,t disciplines and there is no undue 
weightage in fav'l1lr of p·()moters. For this it may be necessary 
that the cornposttion of the Eoard is determined in such a lTlanner 
that h wmprises of not more than l/3rd of the total numb~r of 
th~ rep.r.e~ntatiyes of Hie pI'omoter's group and the rell)aining~/3rd 
consist of independent members who are professionals with exper-
~ in fi.n~ce, technical, disciplines, marketing and the industry re-
la~~ areas etc. 91'1" the n01111needfrectors cit· the institutions. In 
CommfttP.e·s opinion that ean be ensured byrnaldng suitable pMWi-
sions under the eovenants in the Loan Agioeements entered· 'into 
by the in~~it~tions ~th the borro:we~. companies or, if appropriate, 
by maldng ·suitabte provision in the COmpanies' Aet~ 

....,. eli .... -Govel'lllDeDt 

The ~~ .. ~~ e~~llt tn" pqm~'i~ of Boards 
while sanctioning assistanee and where necessary stipUlate a condi-
tIlM fop, ~,the.B""",N~lV4 thct; HiM""'., C4H'lIist of .. ".' • ....,;.i of, _ ..... ,6.t.;i~_l ~ 1D~t; out-
".,~(h"',.~ ID,~~ ta~l.sdpl_ .~,) 
and tht" i~~' ~j, W. a~ iafOJ"nleci( that it I •. ,..· 
ally ensured that the indepEondent outside directors and the instltu-
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tiona! nominees together form a majority on Ule Board. Perhaps 
the Committee's concern would be met by the remarks indicated 
above. 

[Mini!';try of P"mance, Department of Economic Affairs 
O.M. No. 2/3/87-IF.n dated 30-11':'1987] 

Recommendation Serial No.7 (Paragraph No. 2.7) 

The Committee find that the nominee directors of financhi jn· 
situtions are either officials' of the institutions or non-officials drawn 
from a panel maintained fe,r the purpose. It seems to be the com· 
mon experience ,of all the financial inBtitutions that in the matter 
of providing regular and meaningful feedback to the nominatinl ill-
stItutions, the performance of the official nominees is much j hetter 
as compared. to the non-oftlcial nominee directors. The Committee, 
therefore, desire that there should be at least one official noJ,ninee 
director on each Company and non-offtcials should be considerf!d for 
appointment only 88 additional nominee i.e. in addition to the official 
DOmiDee of one of the institutions. This will mean that the first 
nominee director will always be an oftlcer of the Institutions. 

Reply of the Goftl'lUlleat 

We are informed that thp, institutions are already following a 
pract1ce whereunder atleest one of them appoints an oftiClal no· 
.miDee preferably lead. institution, and other appoint nOD-<»fticials. 

IDm has proposed that InatttuttODl will appoint at least ODe offt-
cia! nominee director on each company and nOD-oftldals would be 
eonliderecl for appointment only as additionalnomlnee(s). 

'l'bis ts in accordance with the Couunltlee's, ~tiOll8. 

[MinilltTy of Finance. Department of Economic Affairs 
O.M.· No. 2fSl8'1-IF.n dated 30-11-1987] 

Beeommend.tlon Serial No. 8 (Pau:'.,r.ph No.~;8) 

The Committee also feel that as far as possible only officials rrla,.v 
be appOinted as their nominees by the Institutions on the Boal'ds'of 
the assisted MRTP Compantesand in such of the non.MRTP Com-
panies where the stake of the institutions is very· high. 
.,. .". '.' -. 
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. ...., of the GoveI'JuDeDt 

IDBI h.u reported that IrJStitUtiODS will hereafter appoint .tteut 
one o1Bcial nominee on the boards of such usisted companies. 

[Mini!ttry of Finance. Department· of Economic Affairs 
O.M. No. 2/3/87-IF.n dated 30-11-1987] 

BecommeD.datioa Serial No. • (Parqraph No. 2.1) 

It has been brought to the Committee's notice that shortage of 
Officers of requisite quallikation and experience was one of the 
reasons for not appointing more than one or two norriinees on the 
assisted companies. This is. an area which needs to be looked into. 
The minimum that needs to be done is that cadre of Official no-
minees should be suitably strengthened. 

Reply of tbe Government 

lOBI has reported that the cadre of official nominees is being 
strengthened by the Institutions. 

[Ministry t'i Finance, Department of Economic Affairs 
a.M. No. 2/3/87~IF.II dated 30-11-1987] 

Comments of the Committee 

Please see Para 6 cYf Chapter 1 of the Report. . 

ReeommelldatiOIl Serial No. 10 (Paragraph No. 2.·10) 

The Committee find that in the case of IFCr, GIC and LIC, the 
Chairman as also the Managing Directors of the institutIons have 
been appointed as nominee directors in some companies. The 
Committee do not consider it to be a salutary practice. If the top 
man ti a financial institution is already on the Board of Company, 
that could by itself be a cause for the institution not asking for any 
further information about the functioning of such a company from 
their own Chairman or Managing Director and that may weaken 
the vigil the financial institution has to exercise. '!be Committee, 
therefore. feel that the Chairman and Managing Directors of the 
institutions should not be· nominated as directors on the Boards of 
assisted companies. 

Bepl)' of tile Gov .......... 

IDBI as the ~pexinatitution has reported. that action hu been. 
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taken to withdraw Chairman and also ~ng DirectorS of In-
stitutions from the Bo~asof ~sslsted eorrlpaDies. 

p.firi:~frY of Fi~ance, Department 'Of ':EcOnoMic MalIa 
o:M'. No. '2j3187-11':ItCiated 3U-ll~i96'Tl 

ReeoDnnendation Stli'iailNo. 11 (Paragraph No. 2.11) 

The Committee have observed that although theinsUtuiions are 
reviewing the normnations of both officials and non-officialsafter 
a period. of 3 to .. years, in some cases nominee directors have con-
tinued for as long as 8 years on the boards of the companiel$. ' No 
doubt exceptions can be there in rare cases but the CommIttee re-
commend that the nominations of both officials and non-ofticials 
should be, reviewed more frequently and the nominee dir~tonr 
should not be continued on the board of companies for very loag 
periods as that could develop vested interests. As a guiding prin-
ciple, nomination initially for a period of 81 years followed by an 
extension of upto 3 years should be considered desirable. 

Reply of the Govemuaeat 

Genet8l1y, ofticial nomillees and non-official noD:tlhees are aHow-
ecl'ttH!Ol'ltinile -for: a period of" ;ears and 3 years respectively. 
However, exceptions have been made in a few cases where con-
tinuance of the instittltionalllolirlnee'beyotid the initial term of 4 or 
3 years was considered beneficial in the interest of the assisted 
company. We are blfo.rmed by -themSI as apex mititution the 
extension of, upto ~ yell's after the initial term ,of 3 years win be 
accepted as a guiding principle. 

[l8aj~ of "FfMnce. DepartR1etlt· of ~ AII'Iire 
'O~II. -No. 1f1/ft-D';'n'daW»U-lt8'1'j 

ttercOllllia._tIaa8erial N'o. 13' (Nr •• IIP' . No. 12;1t) 
'-

From the inf.onnation made available to the Committee. -it is seen 
that the present' panel of m::m-officials, consists mostly of retired oftl-
cera of Gov~ent, Public Sector Undertakings, Finahcial Institu-
tieJJSantiBankrl. Out of 105 non·oftlcials appointed on behalf -of IDBI 
81 'many as 82 nominees are retired officials. Similarly, in Gte, tbeJle 
are 31 -l\on-otBcialll \Wrking as nominee directors out of which 28are 
retired employees of Gte. Again in the case of LlC out of 42 DO&,' 
offiCials 11 are retired officers. The Committee feel that the panel of 
nt"n-offieials- shouldbeettlat~ '\Vi~ a ',View 'ttHnelude more profes-
sional like ~rienced engineers, Chartered At'countants,. Cost 

• ..' r' 
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Accountants and, ,peop~e wit,h t"Xper~nce in ~dling matters rel.tine 

,to labour. With thiS' eridin view the institutions should approach 
~ professiQJl~ .bo4).~ Vi~t. the ,lnstitut'ion Of Chartered AceOluitants 
~dthe Institutions of ,Cost. and WorksAccountantsto"uggest the 
Dallles of their m~mbers for empanelment asnon-ofticial nominees. 

Reply of the Government 

Institutions have a fairly diversified group of persons with quali. 
fication/experience in different disciplines and facets of industries. 
The panel includes professionals like Chartered Accountants, Cost 
Accountants, Engineers, Consultalits, SoliCitors etc. 

We are informed that the Institute of Chartered Aocountants/Cost 
Accountants/Company Secrp.taries on their own furnish names of 
some of their members with bie-data for empanelment. 

It is true that retired offic.olals find a larger representation on the 
panel but since they have long eXperience in various facets Of indust-
ry and are also in a position to deVC>te relathrely more' tiJrte to the 
affairs of the company where they are nominated institutioi'u.lulw 
found them useful. 'There is also liO poilSibiltty of c6t1flictOf bite-
rest in their ease. 

'. 

EtrorUJ will continue to be made by institutions to empanel a 
large number of professionals, experieneed Chartered Accountants! 
Cost Accountants, Labour Experts etc. as ~u"ggeSted by the Com-
mittee. 

[Mlnistryof Finance, Departmen:t' ()fE~ncmricAbtts 
O.M. No. 213187·D'. II dltetJ.· 800:11'*.) 

'BeeolDm&lldationSedal 'No. 14 (i-ua,raphNo. 2.14) 

. The Committee have been inforrne6 that 'Nominee Directors Cells 
have been set up by finandal institutions in terms of .the Govern-
ment guidelines issued in March, 1984. Even though th~ financial 
institutions have maintained that th~se cells have been working 
sat~sfactori1y, nO' formal review ro find out their effectivness has so 
far been undertaken either by the institutions or the Ministry of 
Finance. The Committee desire that as promised by B~king 

~ 'Secretary during evidence, a review sJ:lould be undertaken with a 
yiew to pin-p()int the short~omin~ in the pre~nt system and fleces .. 

'sary remedial ~asures i~ the light of its ou~com,e. . 
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... .,. of tile o...1IIDeat 

Government have adviled the iD8tituttoDS that a periodic review, 
say six monthly, of the system of nominee directors including their 
performance !in general should be made and brought up beforethe 
Board 'Of the concerned institutions for their consideration. 

~ 

[Ministry of Finance, Department of Economic Affairs 
O.M. No. 213/87-IF. n dated 3()"U-87.] 

Comments of the Committee 

Please see para 6 of Chapter I of the Report. 

Recommendation Serial No. 15 (Paragraph No. 2.15) 

The Committee are convinced that financial institutions should 
improve the system for evaluation of the reports received from 
,nominee directors ·50 that more prompt and timely action could be 
taken on the advance signals thrown by the nominee directors based 
on the information which eomes to their notice. The Committee also 
recommend that the performance of the nominee directors shOUld be 
.evaluated more frequently and closely and in·effectiv~ DQ.minee direc-
tors both official and non-official should be removed/replaced without 
any hesitation. 

Reply of the Government 

Government have advised the institutions that a periodic reyiew 
say 6-monthly of the system of nominee directors including their 
perfonnance in general should be made and brou'g'ht up before the 
Board of -the concerned insi:itutions, -for theft consideration. IDBI bas 
reported that the Nominee Directors' reports are submitted 
directly to ~he Executive Director in charge of Projects Fi~ance and 
Rehabilitation Finance Dents. 'in case of offieei"s in the rank of Dy. 
General Managers and above, and to the respective General Manager 
'in the case of other officers. Similarly, the reports of non-officials 
are received at the GM's level. After the EDIGMs have gone 
througb the reports, they arc passed on to the concerned officer deal-
ing with individual projects, for necessary follow-up action - on the 
_ points mentioned therein together with specific instructions where 
considered necessary. All material reports are also sent to the 
Chairman and Manajpn~ Director throu~h the ED. Thus, Nominee 

. Directors' reports are ftrst seen at the' senior mana~ement lev~l and 
'Passed on to the operational. departments for. follow-up ac~lon_~ 'GMs 
bring to the notiee of Nominee Cell such cases where frequency, 
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-~.~lllCY, . o~,., q~ty.,of !.~.back, is not satisfacf;or,t.i These ~ 
'(U'e brought"to the notice of concerned Nominee Direc.to. and be Is 
counselled suitaply. . , 

" . '".,.. ,:" 
We are'iruo.nned by IDBl that other institutions wj.J.l also set up 

,a formal system of review for this purpose. " . ' . 
, (Ministry of Finance, Department of Economic"Affairs 

O.M. No. 2/3/87-IF. II dated 3O-11~.J 
. . , .I . r " 
Recommendation Serial No. 16 (Paragraph No.,. %.18) 

Admittedly there is ·need for better communication between 
the financial institutions and their nominee directors, The Commi-
~~~, therefore, recommend that two way communication ,between 
,J;he ~titutiQl;l.s and nominee directo.rs, especially in case of nOn-
officials, for b~tter apprel!iatiq.n and cro(er;moDitoring of the-a.tfairs. 
of the asaj,sted companies pould be strengthened. The"institutlou 
~ould aold meetings 01 the. non-oflleial nominee directors more fre. 
ql,lently say aUeast once in a quarter for overall review of the aftatra 
~ .,the Gompany and ,x~~~nge ot view$ on the strengths and weak-
~ses of the project an~ the systems obtaining in the Company. 
Silnnarly, there shOUld be regular exchange of views with official 
nominees. The institutions should also keep the nominee din!ctors 
informed of a111mportan~ decisions rel,ting ,to thecomplUlies ~ the 
boards of which they have been nominated ~s nominee directors. 
Institutions should also iDsist on proper feedback'frO'm, the nominee 

'"directors. 
, . . . .. ' . .:~ ~'. ,.: " . 

Reply 01 the Gov~at ',.-. . ," 

We are informed by lOBI that while oftlclal nominees haV'e a 
,constant cHaloguie With the seniorldealing oftlcers ot:nominating in-
, .. ti.tut10D8~ nonOClftlel81 nominees are also enc6uraged: to' seek advice 
from the ncbiDating institutions on imporiant Iria:tters· scheduled' to 
be dislUaled at Board' meetings. Wherever cOnsidered necessary, 
~tnst1tutions themselves contact them to brief Oft:: tmpOrtanf issues. 
. ~,~, ,"": ~,. 

[Ministry of lI'1nalu:e, Department of· Economic Affairs 0.)(, 
No. 2f3/87-IF.U dated ~o-l1~1987] 

" .:.; II '"_. ~:..,. I," ',' 1J , ;_ ... .:,. 
BeeommendatiOli Serial No. 17 (Paragraph No. 2.1'1) ".; I.~. 

.. ' -- '., .... .. '~ 

The Committee pave been informed th,at the .. nominee, ~ 
-on the Board of assisted comPllDies are"tnj;end~ n()t, only to safe.. 
'-'guard thli inte~ts of the inStltu~J9ns but alSo to serve the interest. - . , , , 
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·of sound public policy. It came out durii1g examination of flnancial 
iDatitutions that although the role and functions of nominee dirac-· 
tors are defined and understood clearly, yet the need for improving. 
and streamlining the systems and procedures reguarding thieaelec-
tion and appointment 'of' nominee directors had been felt both by 
the institutions as well as the Ministry. The CommitU!e desire that 
an in-depth study should be undertaken with a view to streamlining 
the system so as to ensure that it provides an effective. monitoring 
and control mechanism for overseeing. the working of assisted com-
panies and' particularly the sick units. 

Reply of the Government, 

Government have advised the institutions that a periodic revi~ 
of the system of nominee directors including their performantje in 
general should be made and brought up before the Board of DirectOrs 
of the concerned institution for their consideration. Institutions have 
al80 been advised that such a review should be done &-monthly and 
placed before the Board of Directors of the concerned instituti-oh. 

[Ministry of FitWtce, Department of Economic Affatts· 
O.M. No. 2/3/87-IF.II dated 30-11-1981] 

Comm~ts of the Committee -, 

Please lee Para 6 of Chapter I of the· Report. 
i· 

BeeODUDendation, Serial No. 18 (Paraaraph No. 2.18) ,. 

The Committee find that an area of great importance were the· 
ftnancial institutions have been lacking was that the training nominee 
cUrectors. Admittedly there have been very few training programmes 
although the need has bieen felt for the same many a time. ! The 
Committee feel that since there are more, than a thousand nominee 
directors, the institutions should give more attention to thil asp~t 
IDBI, which is working as a coordinating agency should And ways 
and means for having in-house training facilities In association with 
other finandal institutions. It must e!lIure that necessary tralhing 
is imparted to all the nominees by rotation. 

Reply of the Govemment 

lDBI hal issued detailed guideUnes for the use of nominee dtrec-· 
~a. ' 

We are informed by IDBI that Institutions will hold seminars I 
'worbhops for tbebeneftt of their nominee directors. 

[MIniFy of Finance, Department of Economic ~s 
., O.M. No. 2f3/87-IF.n dated 30-11-198'7] 
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Recommendation Serial No. 19 (Parlll'raph No. 2.1') 

.The Committee desire that an opportunity for the nominee direc-
tors to inter-act among themselves -and exchange views which may 
help in croll-fertilizing experiences and improving their eftective-
ness inay also be provided by arranging seminars and symposia for-
them from time to time. The role of nominee directors the aSpeCt 
of their accountability and ways and means of making their fwic .. 
tioning effective, could be reviewed and better understanding and 
appreciation developed through such programmes. For better infer-
action among nominee directors it wilI be worth-while t'l have aD 
association of all the nominee directors whithean provide a forum 
for more frequent inter-action. 

Reply of the Government 

Institutions have reported that they would beholding seminars I 
workshops for th..e benefit of their !lominee directors. Detailed guide-
lines for the use of nominee directors haVe already been issued by 
the !DBI. It is felt that the purpose would be met equally well 
through the above methodology. 

[Ministry of Finance, Department of Economic Affair5 
O.M. No. 2f3/87-D'.n dated 3~11·1987] 



CBAP'ltBB m 
RECO~NnQ~i WHICH THE COMMITTEE DO NOT 
DESIRE· 'l'OPURSUE IN VIEW OF GOVERNMENT'S ,REPLIES 

.. .~. .. ~ 

". 

NIL 

't .. ,:~,~ ' •.. ""'L ~ .. 

I .... .: 

~. 

.~ ~ . ',,-, 

'" 



.. , -. CHAPTER IV •• • " .' 
RECOMMENDATIONS IN REsPEcT OF WHICH REPLIES or 

•. ,GOV'ERN14ENT ~VENOT BEEN ACCEPTED 'BY THE -. :'. 
• ' COMMI'ITEE .." 

Reeommeadatioa Serial No. 12 (pata __ ph No. 2.12) 

The Committee find that financial institutions have!. set up NOIIli-
Dee Directors' Cell, !1DP 'th,. 01Jtc~rs a;ttach~ to.,thesecells, who-
function only as Dominee directois, are being appointed on as m8Jlll 
as 15 Companies each, The Committee are doubtful whether an 
eftlcer will be.~able~~o do full justice if be is on the 'boards of 15 
companies at a time. The Committee therefore, • recommend that . 

, , 
the number of norru,nations should be restricted maximum to not 
more 1han'efgbt or te:tt' companies ;each- 'and 'the Nominee Dir'ectori' 
-Cell should be strengthened accordingly. ' , 

,1" - Reply of the Government 

Instructions have been issued by Government to make 'an evalua- ' 
tion of the performance of these Cells to see how the constitution of 
the Cells in the institutions have improved the eifectl'Vends' and 
functioning of the nominee directors of the institutions on the 
&ard of assisted companies. I11Stitutlons have been asked to make-
a review of the functioning of these Cells and the '~ame would also 
be reviewed by Government. 

'." .- "" [Ministry of Finance, Department of Economic Affairs 
O.1tt No. 2/3/87-D'.H dateJO-l1-1987!' 

. _ •. ' , - .... ~""'.'_ . • ...... · ... or'" 

CollUDen. of the Committee 

Pleate He Para 9 of Chapter I of the Report, 

'.,,' 

..... ' -: J, ." 
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CHAPTER V 

RECOMMENDATIONS IN Rl'SPECT OF WHICH:tINAL REPLIES 
OF GOVERNMENT ARE STILL AWAITED 

8eeommeDdatien Serial No. 20 (parap1lph 1.20) 

The financial institutions have given certain suggestions to the 
"-Committee for improving the funCtioning of nominee directors. 
"These suggestions inter-alia include the following:-

(1) Prescribing a minimum period of 7 days notice for Board 
meetings;. 

(11) Sending ageDda items and background papers well Sn ,Jld .. 
vance to the Members of the Board; 

(iii) Periodicity of Board meeting to be increased to once in 
2 months instead of once in 3 months as preseDtly obtain~ 
iDg; 

(iv) Submission of qllarterly working results and annual capi-
tal and revenue budgets before the Board regplarly and a 
system of presenting to the Board the half yearly audited 
accounts to be introduced; 

(v) Need to make it hcumbent on the companies to submit to 
the Board periodically certain minimum'management in-
'formation'reports covering critical areas of overall perfor-
mance, key indicators for the same, 1bumcial position and 
operations. (The syItem. and lonnatli' for the purpose 
may be evolved -by the Instltute of Chartered Aecountanta 
of India). 

(vi) Compuisory formation of Audit Sub-Committee; 

(vii) Legal protection to nominee directors from prosecution 
for matters connected with assisted companies. 

Reply of the Govenament 

'Matter is under examination in Government in consultation with 
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·the concerned. Separate report on this would be submitted to the 
oCommittee . 

[Ministry of Finance, Department of Economic Aftairl 
O.M. No. 2/8f81-rF.n dated 80-11-1989'] 

Comments of the CoDlJllittee 

-Please .ee Para 12 of Chapter I ot the Beport. 

Nzw DELHI; 
February 18, 1988 

.. Magha 29, 1909 (8) 

VAKKOM PURUSHOTHAMAN, 
Ch4irman, 

Committee in public UnctertaJciftg" 
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AI_tes 'Of the 26th Sitting of Committee on Public Uftd4n1c&1cing,: 
(1987-88) held on 20 Jtm'Ut&ry, 1988. 

The Committee sat from. 15.3,0 hrs. to J6.~hra .. 

PRESENT 
1. Shri Jagesh Desai-In the Chair 
2. Shrimati Prabhawati Gupta 
3. Shri, Damodar Pandey 
4. Shri Keshorao Pardhi 
5.~~" Harish Rawat 
6~ SbTi·L.&l;.Vijay Pratap"singh 
7. Prof. Saif-ud-din Soz 
8. Shri Krishna Nand Joshi 
9. Shri Ram Naresh Kushawaha 

10. Shri Chimanbhai Mehta 
11. Shri Shanker Singh Vaghela 

SZCRBTABIAT 

~l '. 

"-. 

"., 

1. Shri R. D. Sharma-Chief Financial Committee Officer 
2. Shri Rup Chand-Senior Financial Committee ~er 

• • • • • 
The Committee then considered and adopted the following draft· 

Action 'Taken Reports, as approved by the Action Taken Sub-Com-
mittee with minor changes as mONn in Annexure U: 

• • • • 
(ii) Action Taken by Government on the recommendations 

contained in the Twenty-Seventh Report (1986-87) of the 
Committee on Public Undertakings on Nomination of 
Directors by Financial Institutions. 

'nle o>mmtttee authorised the Chairman to finalise the draft Re-
ports on the basis of factual verification by the Ministries and Under-
taldngs concerned and present the same to Parliament. 

The COmm.ittee th'ln adjourned. 

M 



(P'I. Para 3 of the Tntroduction) 

Iflltllyn, 0/ the ..4ctloll 7l1A:en b, OONmmell' lit' tile R.ecom1l'llnd'tItRu lItIIIIalMd I" ,lie 
171#1 &port ,q 'II~ Commlttu On PlIblic Ulldertakllf,. (£1",11 Lok SabAa) (JfI Noml1latloll 
_I DHe,"'" by FilfltJrcial Jutltllt/OM. 

l. Total.ftumb~r of recommendations .. 2() 

U. R~oomT1l~ndatio'\, tit'll h\v! blen a~pted by the Government 
(V''' JlCOQlJlmonclatton at st. Nos. 1-11, 13-19) . ., 18 

tn. 

IV. 

v. 

Perc-ntaae to total 907. 
a,cOJnTJI;n,\ aUon which the Committee do not desir" to pursue 

in vie", or OOverJtMc:nt-. reply. . . . . . 

Peraentase to total 

Reo!)mlDondlf.tion, in respeot of which reply of GoY<: rnment hal 
!tot b 'en a; ~ ~p~ed by the Committee (Vld4r reoommendatlons 

at 81. No. 12) . 

Peroentqe to total 

AoIomnlODdatiol1~ in Nsp'ot or whioh f\nal rePlies of G )V6rnment 
is still :\W'Iit·!d (rIlde Noomnnndations at SI. No, 20) 

P"rooDtJF tI.l total 

Nil 

11 
5~ 



• • • • 
Chctngtts made by the Committee in the Dt'aft C'h4pter'Z of ActiDtt 
Taken Rep.ort on the recommendationa contained in the TtDentt/ 
Seventh R'eport (1986-87) on Nominatioa uJ Director, btl FhaatlCial 
Institution. ! 

, , . 
On page 2, para ~ lines 6 and 7 iftBfeu of the' words "Go\'em~ 

ment instructions, are implemented" recicl "the recommen-
dations made by the Committee in regard to appointment 
of nominee directors should be implem.ented~ ••• " 
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