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STATEMENTS BY MEMBER RE.
PURCHASE OF SHARES OF
BALMER LAWRIE AND CO,

SHRI SHYAMNANDAN MISHRA
(Begusara1): The Government's cla-
rifications fail to remove 1mpression
of contradictions and 1inconsistencies
m 1ts statemrents on the purchase of
shares of Balmer Lawrie & Co., thus
reinforcing the doubts about the fair-
ness of the transaction

For instance, I had pointed out:

“According to Mimister’s state-
ment on August 4, 1972, Duacans
had oftered to buy IBP's hold-
ing of Balmer Lawrie for
Rs 160 a share However, on
18th August, 1972, Minster
stated that the Government
would not ‘suriender to this
attempt at depressiag the share
matket on the pait of Goenka
and Duncan Biotheis to see
that we sold our shares to them
at a4 very unfavourable price”.
Thesc two claims are contra-
dictory”.

Now the Government says

“If the share market had not
been depressed there would
have been a corresponding
lesser 1aducerrent to sell Bal-
mer Lawrie shares to Duncan
Brothers at the price of
Rs 169 a share at which price
Duncans had offered to buy
%3};}1’1’1;1& Lawrie shares from

Where was the question of induce-
ment at all when the Government,
according to the Minister’s own state-
ment, was bent on acquiriag control
In national interest and mot selling
1ts shares? And secondly, if the mar-
ket was depressed 1t stands to reason
that Government should have taken
advantage of the low prices and
bought more shares to acquire effec-
tive control over Balmer Lawrie

Granting the Government's view
that 1t was absolutely necessary to
take over the concern the comple-
mentarity of Duncans offering a high

ice and then depressing market to
nduce Government to sell, does wot
arse at all
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The Government's clarihcation re-
peats that the price was determined
by an ‘“independent authority” It is
the Ministry which 1s responsiple to
this Parliament and not any indepen-
dent authority The Mumustry 1s try-
ing to shove off 1ts responsibility m
accepting this high price to some
other authoirity. What 1s the 1dentity
of this authority and why 1t adopted
peculhiar and unique principles and
criteria 1n this particular case?” Why
should the Muustry fight shy of
owniag up the responsibility tor pay-
ng this price?

The Mmistry’s clarification on pay-
ment of {wo different prices for the
same shares for two concerns, again,
does not stand to either logic or
rcason If, as the clarification says,
Alex Lawiie were so much attached
to Duncan as to insist the Govern-
mwent should buy the shares held by
both simultaneously, 1t 15 1easonable
to exp ct Alex Lawrie also to say
that Government pay the same price
to both The fact that Alex Lawrie
got a lesser price can conceivably be
explained by one of two reasons. (1)
thete was some arrangement by
which between Alex Lawrie and
Duacan there was a sharing of the
higher prices that the Duncan got or
(2) the Government did not apply
the same method and pressure on
Duncans as they did on Alex Lawrie
to get the shares at the lower of the
two prices If the latter 15 the case,
what reasons prevented the Govern-
ment irom applying the same pres-
sures on Duncans as on Alex Lawrie
to gect the shares at Rs 85 (even
which was much higher than the
market price) Besides the fact of the
two prices paid does not square with
the Government’s claim that 1its “in-
dependent authorities” had fixed
Rs 95 as the intrmsic value If in-
trinsic value 1 Rs 65 why not the
same vard stick he applied to the
Alex Lawrie holdings also? Why
should fairness and justice granted
to one be denied to another?

Fourthly, I had pomnted out-

“Government has not answered
the charge that after Goenka
had wrapped the deal he mani-
pulated the share market to
raise the price to Rs 95 the

moment deal was completed
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Shri Shyamanandan Mishra:

the Government should have
issued an ordinance to take
over the company to prevent
Goenka from manipulating the
share market”.

Fhe Government says that the
shares were purchased at intrinsic
value. It adds:

“The question of 1ssuing any or-
dmance to take over its mana-
gement did not arise as ever-
since Aprl, 1970, a minimum of
2 Government and/or IBP no-
minces were iuactioning ay Di-
rectors on the Board of Balirer
Lawrie. It 1s submitted that
the need for issuing an Ordi-
nance ‘thc moment deal was
completed' could not possibly
have arisen as the completion
of the deal automatically re-
sulted 1n the IBP taking over
the control of the Balmer
Lawrie Group”.

When I used the word “wrapped”
I meant by it that the negotiations
were completed, Thig was done much
before June 7 when the company for-
mally passed into government poss-
ession. That earlier, in Government's
own clarification, it is stated that the
price of the share rose in April, May
and June and then came down shows
how this provided an opportunity to
Duncans to manipulate the share
market during the interval.

Fifthly, the Government has given
the plea that since its two directors
were there on the Board of Balmer
Lawrie there was no nced to take
over immediately. But the presence
of two Government mominecs is not
the Government’s conception of tak-
ing over of 3 company as we under-
stand it.

Lastly, the Government's stress on
the intrinsic worth is in total con-
tradiction to Government’s policy.
Government even amended the Cons-
titution to enable it to pay as
“amount” for take over of private
property in contradistinction to com-
pensation. Why then this plea of
‘intrinsic worth”? Is there a rever-
sal of policy? In how many cases has
the Government paid or propose to
pay “intrinsic value” for property
taken over in public interest?
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SHRI JYOTIRMOY BOSU (Dia-
mond Harbour): On a point of order
I had written a letter to the Hon.
Minister and the reply that has been
givea 1ntensifies the suspicion that
the deal 15 a shady deal. He clearly
evaded giving us the profit and loss
account for 1971 because the com-
pany had lost Rs. 256 lakhs. Secondly,
the LIC and IBP holding a controll-
ing interest had the preemptive right
ot take-over . ,

MR. SPEAKER : This is a statement
under direction 115. This 1s not a de-
bate. Do not take advantage of every
opporiunity to make an observation.
The Hon, Member, Shri Shyamanan-
dan Mishra, had certamn doubts about
the correctness of the statement
made by the hon, Minister and he
has made a statement oa 1t, to which
the hon. Mimister will reply. This is
between the hon. member and the
hon. Minister.

But you are introducing something
which 1s cxtraneous to it.

SHRI JYOTIRMOY BOSU: Rule
376. Point of order.

MR. SPEAKER: No, please.

THE MINISTER OF LAW AND
JUSTICE AND PETROLEUM AND
CHEMICALS (SHRI H. R. GOKHLE):
I had thought that during the last
half-an-hour discussion which in fact
lasted an hour, all the points made
by the Hon'ble Members had been
adequately answered. Subsequently,
my colleague Shri K, R. Ganesh,
while speaking on the Supplementary
Grants, has further and fully clari-
fied the position.

On the very first point made by
Hon’ble Member Shri Mishra, it is a
fact that Duncans offered to buy
Balmer Lawrie shares held by the
IBP at Rs. 160 per share. Obviously,
the larger the gap between the mar-
ket quotation of a share and the
price offered for their purchase, the
larger would be the inducement for
the holder of the shares to sell them.
However, we were not deflected from
our purpose by this attractive offer
of Duncan Brothers. We wanted to
buy these shares to strengthen the
public sector. There is thus no con-
tradiction or inconsistency in my
earlier statements.
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The crux of the matter really is
whether the low market quotation of
these shares could have been taken
advantage of for gaining control over
Balmer Lawrie group. Although in
my earlier statement I had explained
this matter in clear terms it appears
that the Hon'ble Member did not
fully appreciate the situation. I there-
fore repeat the facts. Fven if it is
assumed for the sake of argument
that the IBP could buy all of the
28,474 shares held by some 953 share-
holders, such a purchase would have
stii]l failed to provide clear control
over the Balmer Lawrie group. All
that IBP would have succeeded ‘in
achieving would have been the en-
largement of its total holding in Bal-
mer Lawrie from 30.1 per cent to
49.86 per cent and this would not
have given it a controlling position.
It is ot as if the possibility of buy-
ing shares from the market at the
then prevailing low prices did not
occur to the IBP and the Govern-
ment. This wag carefully considered,
but had to be rejected, first because
if the IBP had entered the market to
purchase these shares their prices
would have undoubtedly shot up.
This almost invariably happens for
any shares. The moment a big buyer
shows interest in enlarging his hold-
ings of a particular company, the
mrarket quotation of its shares al-
ways goes up. It is, therefore, quite
certain that IBP would have had to
pay a much higher price for these
shares than that at which it finally
acquired control by purchasing them
from Duncan Brothers and Alex
Lawrie, Second, and the over-riding
consideration was that by the adop-
tion of thig course, IBP would have
only succeeded in increasing fits in-
vestment in Balmer Lawrie without
gaining even 50 per cent control. In
fact it could never gain control as
long as it did not purchase the share-
holding from Duncan Brothers and/
or Alex Lawrie. Of course, it was
futile to expect that IBP would have
succeeded in buying all of the 28,474
shares from the public. This should
be clear from the fact that in the
first six months of 1972. i.e. from 1st
January to 30th June, 1972, only 1,019
shares of Balmer Lawrie changed
hands. Despite the fact that the price
from. early April was Rs. 94 per share
and remained at that lavel right upto
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the first few days of June 1972, very
few share-holders took advantage of
the increased price and only 148
shares changed hands during this
period.

When earlier I had made a refe-
rence to the determination of the
price by independent authorities
there was no suggestion that we did
not exercise any check in the matter
on our part. I had said that the valua-
tion of the shares was not done by
my Ministry alone but by other agen-
cies also independently, Only there-
after was the final view taken in the
matter. Independent valuation was
made by the Indian Oil Corporation,
the Department of Company Affairs,
the Department of Economic Affairs
and by the Unit Trust of Iadia. There
was also nothing peculiar or unique
in the methods and principles that
were adopted in this particular case
for making a valuation of the shares.
The same agencies made the valua-
tion of the IBP shares and on exactly
the same principles when the Indian
Oil Corporation bought the IBP
shares from Steel Brothers of U.K.
This procedure has been followed in
several other cases too. Briefly, the
valuation has been made, first, on
the basis of the written-down book-
value of the assets. The book-value of
the assets is very much lower than
their present market value. Secondly,
on the basis of the market quotation
of the shares, I had already stated
earlier that in the wvaluation made
in this case the higher price of Rs. 94
then obtaining was ignored and only
the lower price of Rs. 68 was taken.
The third factor is the value of the
share calculated on the average earn-
ing capacity of the company in the
last 3 years, after taking note of un-
usual features, if any. It is the aver-
age of these three factors that deter-
mined the price that we agreed to
bay.

When I had quoted the present net
worth of the assets of Balmer
Lawrie, it was essentially to illustrate
that by purchasing the shares at the
negotiated price IBP was able to
strike a good deal. There was no sug-
gestion by me that the present net
worth of the assets had been adopted
for working out the price; I had made
it clear that for working out the price
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SHRI H. R. GOKHALE:

of the shares only the written-down
book value of the assets had been
aaupted.

Much is again being sought to be
made of the price differentia]l at
winich the Balmer Lawrie shares were
purchased from Duncan Brothers and
from Alex Lawrie, 1 would like the
Hon'ble Members {0 appreciate that
we were dealing with {wo parties
with two altogether different moti-
vations, ¢ae was interested in gain-
ing absolute control over the Balmer
Lawrie group, while the other only
wanted to disinvest. It is because of
this fact that the negotiations with
Alex Lawrie to bring down the price
succeeded and eventually they
agreed to sell their share-hoiding at
Rs. 85 per share,

The Hon'ble Member has stated
that the Government should have
issued an Ordinance as soon as the
deal was “wrapped”, by which he
means that the negotiations were
completed, so that the market price
of these shares could not be manipu-
lated. It appears to me that the main
point I had made had been missed.
Even before the negotiations were
comp.eted, the market quotation was
already Rs. 54 per share. But as I
have repeatedly clarified, this in-
crease in the market quotation was
ignored and only the lower price of
Rs. 68 per share was taken into ac-
count for assessing the valuation of
these shares. Nothing, therefore, was
1o be gained by issuing an Ordinance
at that stage, In any case, the objec-
tive was to acquire comtrol on the
Balmer Lawrie Company which could
and was achieved by IBP acquiring
the shares of Duncan Brothers &
Alex Lawrie. IBP held 30 per cent
ghares and other private share-
holders held some 19 per cent of the
shares. There was no need for Gov-
ernment to take over these shares.

SHRI JYOTIRMOY BOSU: What
about your pre-emptive rights?

SHRI SHYAMANANDAN MISHRA:
None of my points, I must confess,
have been met, I must also confess
to a =reat sense of disappointment
as™t has all been a waste of effort.
Dcubts necessarily persist and we
" cannot resist the conclusion that this

deal has mot been in public interest,
The mystery has further deepened
and we would request you to provide
for a discussion during the next
session,

SHRI JYOTIRMOY BOSU: May 1
request you to refer this matter to
the Public Accounts Committee? Let
the whole thing be examined by the
Public Accounts Committee.

MR, SPEAKER: You are mistaken.
I cannot send the matter. He made
a statement and the Minister made
a statement in reply. They are before
ghe House, There is no other proce-

ure,

SHRI JYOTIRMOY BOSU: The
whole deal is a shady deal. It is a
serious matter. Money has been
given away by this Government to
the monopolies. Kindly send it to
the Public Accounts Committee.

'tvMR‘ SPEAKER: How can I send
it?

SHRI] SHYAMANANDAN
MISHRA : Would the Minister be pre-
pared to satis{y the public ang remove
the suspicion from their minds by re-
fqr;z;ing’ it to the Public Accounts Com-
mittee?

SHRI VIKRAM MAHAJAN (Kan-
gra): Our friends do not know the
procedure. The P.A.C. can suo motu
take notice of any action. It is not
necessary for the Speaker or the
Minister. You are unnecessarily
creating an issue and trying to get
publicity.

SHRI JYOTIRMOY BOSU: We
want a probe into the matter,

SHRI H. N. MUKHERJEE (Cal-
cutta—North East): We have heard
both sides. They are in the Ses-
sion of the House. After having
heard the statement, many misgiv-
ings remain which warrant this re-
quest to you that this matter be
referred to the Public Accounts
Committee. :

MR. SPEAKEX: @I have no power
under the rules. This matter came
under direction 115. Do not try to
force anything on me.

SHRI SHYAMANANDAN MISHRA . . -
We seek your protection. There is =

suspicion in our minds that Rs. 67 - "
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lakhs have been gifted away to a
particular party, and the public ex-

chequer has been robbed of this
money.
MR. SPEAKER: Under direction

115, there is nothing else. Both the

statements are before the House,

SHRI H. N, MUKERJEE: Some of
us in the House feel perturbed that
there are so many lacunae which
are not explained. That is why we
suggest that the Comptroller and
Auditor General may look into it.

MR. SPEAKER: I have no power
under Direction No. 115 to do it.

MR. R. S. PANDEY (Rajnand-
gaon): You have got the power with
the consent of the House.

SHRI H. N. MUKERJEE: You may
have the power under Direction No.
lli’: but there are so many other
rules,

SHRI PILOO MODY (Godhra): 1
move that the matter be referred to
the PAC,

MR. SPEAKER: It is not like that.
You cannnot just get up and say
that ycu move, unless I allow it.

SHRI JYOTIRMOY BOSU: If Mr.
Stephen can move a privilege motion
suo motu and it can be included in
the List of Business, when it is a
question of squandermg away of
people’s money, why not allow this?
We would nct allow this Hovse to
function unless you safeguard the
people’s interest. . . .

MR. SPEAKER: If this House is
purely at the mercy of one gentle-
man to function, God help.

SHRI SHYAMNANDAN MISHRA:
My only submission to vou is to give
us guidance, . .

MR. SPEAKER: 1 allowed this
under Direction 115, You stated your
facts and the Minister stated his
facts. There is nothing else men-
titmed in the Direction.

" SHRI JYOTIRMOY BOSU: Aris-
_mg out of what has heen sald L.

- MR. SPEAKEB You can glve it
_in writing
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SHRI JYOTIRMOY BOSU: I had
mcved that half-hour discussion and
some replies were given to that dis-
cussion. From that, this statement
under Direction No, 115 has taken

its birth. His reply has intensified
our doubts, instead of clearing
them.

MR. SPEAKER: Ii any regular

motion comes in writing, I will con-
sider it on its merits, Ycu cannot
move a motion sponteneously with-
out giving notice,

SHRI JYOTIRMOY BOSU: I will
give it in writing in five minutes.

MR. SPEAKER: I will have to
study it.

SHRI PILOO MODY: You allow -
all these things according to the
procedure. We alsc want to function
according to the procedure. The pro-
cedure lays down that somebody can
ask some questions and thereafter it
is for the Government to reply to
those questions. If the replies do not
meet the questions that have been
asked, who will protect us and help
us to get the correct replies? Unless
you tcll the minister that this is
what the hon. member asked for and
he has not replied specifically to
this or that point. unless you can re-
gulate it, there is nobody to help
us.

MR. SPEAKER: T am not sitting
as a judge to decide whether Mr.
Mishra is right or the minister is
right. T have allowed it under a spe-
cific direction.

SHRI PILOO MODY: It is not a
question of being right or wrong.
It is a matter of the question being
answered, He has asked a specific
questions, He .asked. the market
value was sc-and-so and you got it
at Rs. 30 more. What is the expla-
nation? He gave on the previous oc-
casion some cock-and-bull reasons,
which we have disapproved. Now he
has no answer. Let him say “I have
no answer”.

MR. SPEAKER: If the answer to
a question is not correct, the M
ber can bring it up under rule 15
Then the Minister replies. Even
after that reply if the Member is not
satisfied, then what is the next step?
At least. 1 have not been able to
lay my hands on it. .
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SHR1 PILOO MODY: You must
use your discretion, because the
Minister has not replied at all to
the question raised.

SHRI SHYAMNANDAN MISHRA:
The basic question is whether the
Lok Sabha is going to exercise
financial control over the transaction.

MR. SPEAKER: We have to be rea-
sonable, If you are not satisfied with
the reply under rule 115, you have
to come under some other rule, Off-
hand I have no idea under what rule
you can ccme again

34§HRI JYOTIRMOY BOSU: Rule

MR. SPEAKER: That does not
apply here. Some hon. Members are
asking me to sit in judgement, which
1 do not accept.

s gER wFT oA (AT) WA
agwa, ¥ oF fragw gr hifwg ) 115 &
7gT T WU ISTAT W4T | YR A7 AWAT
|Y ISTAT AT TTH F I I K1) F1 IF
THTT { IO T FV ITF § 7L [qrav |
@ g7 wy fraew F@ & & oW A
ween § &% 3w gax feemm |

T AR : OF S At 9w (gear
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i) goR wFY woAm : fa wE ) agt
IETET AAT I AqE) 4T HE I Er feaw
AT SR AL A, G THRXF T
YAy e vav 4 faF 9§
& afy 7 wreor § fow § waw & SAwar
st &, . . (wrammA) fw o wY
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MR. DEPUTY-SPEAKER: Your
given in writing a motion.

MR, SPEAKER: I have to study
it before I give my ruling on that.

sit gew WY wgN : N ¥9 ei-
I wTafad R g 1w e & udd
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MR. SPEAKER: We will have to
consider whether we will follow this
practice of referring it to the PAC
every time a matter like this is
raised. Once this procedure is fol-
lowed, it will be treated as a prece-
dent, and matters ol this type are
bound to be raised again. I will have
to see how far it is desirable,

SHRI JYOTIRMOY BOSU: Kind-
1y help us We are more than con-
vinced that government have failed
to convince us that the payment of
Rs. 67 lakhs to Shri R. P. Goenka.
..... (interruptions).

SHRI VIKRAM MAHAJAN: Sir,
these remarks should be expunged be-
cause they are casting aspersions. . .
(interruptions).

MR. SPEAKER: If you are not
satisfied and if you think that the
Government are in the wrong, the
proper method after this should be
to come with a substantive motion
against the Government. Otherwise,
there is no use making any such
allegations, bringing such drastic al-
legations. After this, the consequence
follows that you come with a sub-
stantive motion. . .
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SHRI JYOTIRMOY BOSU: Where
is the time now? Kindly extend the
session by one more day.

MR. SPEAKER: After I have re-
ceived it, I will have to see how far
it will be desirable and how far it
is within my discretion to allow the
motion of reference to P.AC,

SHRI JYOTIRMOY BOSU: With
all that money, they are proceeding
to do more mischief . . . . (Interrup-
tions).

MR. SPEAKER:
Kindly sit down,

Order, order.

s g oy wgan W fow g9
% AT werw g, Ao & 7
wEue AT . T8, WIS Y

SHRI JYOTIRMOY BOSU: We
will be failing in our duty . . ..

MR, SPEAKER: You should not
go on interrupting like this. Let me
know how far I should go on tolerat-
ing it. Please sit down. The proper
thing is {o bring a motion. .

SHRI JYOTIRMOY BOSU: Where
is the time?

MR. SPEAKER: Where was the
time when we came to this week.

SHRI JYOTIRMOY BOSU: Are
you extending the session by one
more day? I have given a motion . . .

MR. SPEAKER: I will see the
motion; I will examine it.

12.58 hrs.

MOTION RE. FINAL REPORT OF
DIRECT TAXES ENQUIRY
COMMITTEE

MR, SPEAKER: The House will
now take up further consideration
of the motion on the Final Report
of the Direct Taxes Enquiry Com-
mittee. Shri Surendra Mohanty.

‘SHRI SURENDRA MOHANTY
-(Rendrapara): Mr. Speaker, Sir, it
- will be practically impossible ‘to
“offer any meaningful comment or
_criticlsm on the recommendations of
‘the Direct Taxes Enquiry Commit-
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Direct Tazes B0
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tee Report. The recommendations
run into more than 300 in number.
Therefore, I propose to confine my-
self to the interim report which the
Direct Taxes Enquiry Committee
submitted o the Government as
late as in 1970. .. ..

MR. SPEAKER: Shall we adjourn
for lunch now?

SEVERAL HON. MEMBERS: Yes,

MR. SPEAKER: So we adjourn
for lunch to re-assemble again at
2 O’ Clock.

13 hrs.

The Lok Sabha adjourned for Lunch
till Fourteen of the Clock

The Lok Sabha reassembled after
Lunch at Four Minutes past
Fourteen of the Clock.

[MR, DepuTy SPEAKER in the Chair]

MOTION RE. FINAL REPORT OF
DIRECT TAXES ENQUIRY
COMMITTEE —contd.

SHRI SURENDRA MOHANTY
(Kendrapara): Mr, Deputy-Speaker,
Sir, as 1 was saying before the House
rose for Lunch, it will be unrealistic
to dwell upon 300 or so of the re-
commendations of the Direct Taxes
Enquiry Committee within the few
minutes at my disposal. Therefore, I
will mainly confine my remarks to
the Interim Report of the Direct
Taxes Enquiry Committee which has
recommended, inter alia, (a) demone-
tisation, (b) ceiling on cash holdings,
and (¢) acquisition of immovable
property, which comes under under-
statement of purchase considera-
tions. The Government have imple-
mented the last menticned recom-
mendation namely, acquisition of
immoveable property. But, as re-
gards demonetisation and ceiling. on
cash holdings, the Government has
deserved the full-throated cheers of
the black-money sector for having
scotched for all time to come the -
question of demonetisation of black
money. The reasons are very obvious,
Even the Direct Taxes Enquiry Com-
mittee report has stated at page 9 and
has -expressed scepticism "about de-
monetisation in the following words:



