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[Secretary]

of the Forward Contracts (Regu­
lation)  Amendment Bill.  1993, 
which has been passed by the 
Council of States  at its sitting 
held on the 2nd December, 1953,”

COIR INDUSTRY BILL AND FOR­
WARD  CONTRACTS  (REGULA­
TION) AMENDMENT BILL.

Secretary: Sir, I lay on the Table 
of the House the Coir Industry Bill, 
1953 which has been returned by the 
Council of States with an amendment. 
I also lay on the Table the Forward 
Contracts (Regulation)  Amendment 
Bill. 1953 as passed by the Council of 
States.

BiANKING COMPANIES  (AMEND­
MENT) BILL

Clause 10.—(Substitution of new 
Part for Part  IIIA  in  Act X  of

1949.)

Mr. Speaker: The House will now 
proceed with the further  considera­
tion of the Bill further to amend the 
Banking Companies Act, 1949. Clause
10, Part 45K is under discussion.

I believe the House has taken more 
than two days for discussion of this 
Bill, and in view  of the  legislative 
business before the House  and  the 
time table as recommended by  the 
Business Advisory Committee Ihope 
the House will now proceed more quick­
ly with this. There was an extension 
of fortyfive minutes yesterday beyond 
the time fixed by the Business Ad­
visory Committee.  I thhik we might 
flnish the clauses in half an hour and 
then for the remaining hall an hour 
there might  be the reply and  the 
third reading.

Hie Deputy Minister  of Fliimace 
(Shrl A. C. Guha): I won*t take much 
time. I have got three official amend­
ments.

IVfr. Speack̂: In any case, we finish 
the Bill  by 4 o’clock.  So the time

will be up to 4 o’clock and at 4 o’clock 
we finish the BUI.

Clause 10 is under consideration.
Part 45K.

Shri A. C. Guha: For Part 45K  I
have  one  amendment—amendment 
No. 3.

Some  Hon.  Members: We can’t 
hear him.

Mr. Speaker:  That is because peo­
ple are going out and there is noise.

Shrl K. K. Basu  (Diamond Har­
bour):  The House may then adjourn
for three minutes to enable Members 
to go out.

Mr. Speaker: No, no. Members must 
go out quietly.  The  House  cannot 
adjourn to allow Members to make 
noise.

Shri A. C. Guha: I beg to move:

In page 9. line 48, after “may” in­
sert “also”.

Sir, this is simply to clarify  the 
meaning  and the  purpose of the 

clause.

Mr. Speaker: The question is:

In page 9, line 48, after “may” in­
sert “also”.

The motion was adopted.

Mr. Speaker: The next is amend­
ment No. 28 by Shri T. K. Chaudhuri. 
He is not present.  I will put It to 
the vote of the House,

The question is:

In page 10. line 9, after “director” 
insert a comma and “official”.

The motion was negatived.

Mr. Speaker: The next is amend­
ment No. 52 by Shri Tulsidas.

The question is:

In page 10,

(i) line 40, omit “civil”; and

(ii) omit lines 41 and 42.

The motion was negatived.
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Mr. Speaker: The next is amend­
ment No. 14, again by Shri Tulsidas.

The question is:

In page 11, lines  17 and 18»
for “twelve years from the date
of the accrual of such îms*’
substitute *'as  provided  in  the
Indian  Limitation  Act,  1908
(IX of 1908)”.

The motion was negatived.

Mr. Speaker: The next is amend­
ment No. 4, Government amendment.

Shri A. C. Gttlia: Sir, this is also 
only to rtemove some doubts about 
the real purpose and meaning, and 
we want to clarify the meaning. This 
is also a verbal change.

[Mr.  Deputy-Speaker  in the Chair}

Shrt R. K. Chaindiiiini (Gauha14): 
Sir, the hon. Minister in the course 
of his reply  to the debate on  the 
consideration of this Bill was pleased 
to say that so fur as the limitation 
was concerned he would make  cer­
tain  modifications as regards  the 
descendants or the heiîs of the direc­
tor himself.

Shri A. C. Gttha: I have not said 
anything like that.  What I have said
is that as far as his personal liability 
is concerned, such as  loans taken 
from the Bank, that surely will  go 
down  to his  descendants.  But,  if 
there is any liability as a Director, 
that will cease; b̂ecause that is his 
personal liability and perhaps no pro­
perty is attached.

Shri R. K.  Chaudhuri:  Can this
amendment help us?

Shri A.  C.  Gaha: No. no.  This 
amendment has nothing to do  with 
that.  This amendment makes  the 
purpose of the clause clear beyood 
ambiguity so that there may not be 
any  doubt  about  there  being  no 
limitation as regards his contractual 
liability to the bank.

Pandit  Thakar  Das  Bhargava
(Gurgaon):  So far as the provisions

of this section go, they do not fully 
carry out the intention of the  hon. 
Mover of this Bill.  He has stated 
that so far as the personal liability of 
the director is concerned, the director 
alone and his property will be res­
ponsible whereas in regard to other 
contracts, etc., in case of his death, 
his  descendants will also be  res­
ponsible.  That is not carried out by 
the provisions of this Bill.

Shri A. C. Goha: That is already 
implied and clear in the wording of 
the Bill.  Very recently,  after the 
promulgation of the Ordinance, there 
was a reference in the Calcutta High 
Court as to the real meaning of this 
clause.  To make it clear beyond any 
doubt or amtoiguity,  that his con­
tractual liability will have no limita­
tion, that this provision is introduced.

Pandit Tbakur Das Bhargava: But, 
the words are quite different.  The 
words ‘contract, express or implied*. 
There is no Question of personal liabi­
lity. etc., so far as the wording  is 
concerned.

Shri R. K. Chaudhuri: That should 
be clear by an amendment.

Mr. Deputy-Speaker: I do not think
that what has been said  relates to 
this amendment.

Shri K. K. Basa: That is generally 
on the clauses.

Mr. Deputy-Speaker: The Question
is:

In page 11, line 19, for ‘‘shall, 
as far as may be,** substitute “in 
so far as they relate to banking 
companies being wound up shall 
also”.

The motion was adopted.

Mr.  DepntF-Apeaker:  The  next
amendment is No. 9.

The Question is:

In page 13, (i) after line 12, insert—

Shri U. M. Trtvedi (Chittor): Yester­
day we were going clause by clausa. 
We were discussing 45J.
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Mr. D̂epa;ly-6peaker: Ot a|l the
amendments that have been moved, 
only one has been left.  I will  put 
it to the vote of the House.

Shri Tulsidas (Mehsana West):
May I move my amendment No. 14, 
Sir.  That Is to clause 450.

Mr.  Deputy-Speaker:  That  has
been moved and lost.

Shri Tulsidaa:  Not put, Sir.

Mr.  Depaty-Speaker:  The  hori.
Member was not here when it  was 
called. All amendments that the hon. 
Members wanted to move have been 
treated as moved when they gave the 
numbers of the amendments yester­
day.  One after the other, the Spea­
ker called out.  The hon. Memtoer 
was not in his seat at fhat time.  It 
was put to the House and  declared 
lost.  The only amendment that  re­
mains is amendment No. 5 moved by 
the Government.  I shall place it be­
fore the House. Thereafter, on any 
other items with respect to  which 
some hon. ;Melmbers  may like to 
speak. I shall allow them.

The question is:

In page 13,—

(i) after line 12, insert:

‘'45V. References  to  directors 
etc. shall be construed ajs include 
ing references  to past directors 
ctc.—For the removal of doubts 
it is hereby declared that any re­
ference in this Part to a director, 
manager, liquidator, officer or au­
ditor of a banking company shall 
be  construed  as  including  a 
reference to any past or present 
director,  manager,  liquidator, 
officer or auditor of the banking 
company.”

(ii) In lines 13 and 16, for  “45V” 
and  “45W”  substitute  **45W'*  and 
“45X” respectively.

The motion was adopted.

Mr. Deputy-Speaker:  What is the
point on which any hon.  Member 
wants to speak?

' Shri TuJaidas: Are you on clause 
450 or 45U, Sir?

Mr. Deputy-Speaker: All the amend­
ments have been disposed of.  If they 
have to speak on any particular point 
not placed before the  House, they 
may speak.  The amendments are not 
there.  They have all been disposed 
of.

Shri Tulsidas: I want to know whe­
ther you are on clause 450.

Mr. Deputy-Speaker: We have come 
to the end of clause 45X.

Shri Tulsidas: With  regard to
clause 450 sub-clause (2), it is bas­
ed on proposal No. 69 of the Com­
mittee.  It states that no length  of 
time should operate as a bar to a 
claim by a banking company against 
a director if it arises out of contrac­
tual liability and as regards all other 
claims ot b̂anking companies against 
directors, a period  of at least 12 
years limitation should be fixed. Ac­
cording to this proposal, a banking 
company’s claim against  a director 
for a call or enforcement of any con­
tractual liability, will not be barred 
even if it is after  20 or 30 years. 
Such a provision, in  my opinion,  is 
rather unjust, because, after a certain 
time, the person to whom the  liabi­
lity is attached may not have  any 
evidence left,  which he  may pro­
duce to show whether there is any 
claim against him  or not.  There 
must be some time limit for the en­
forcement of any contractual liability.
I do not understand why the Indian 
Limitation Act is not applied and no 
limitation is put (on this particular 
clause.  It is rather unfair and  un­
just that a person should have  an 
unlimited liability, for any length of 
time.  It may be that a person has 
no evidence left or he mav die and his 
heirs  may  be  inheriting?  certain 
claims that they do not know.  I do 
nof know how It will affect even the
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Estate Duty Act. There should be some 
limitation.  There is the Indian Umi- 
tation Act.  M we are going to by­
pass the Limitation even in this sort 
of legislation, I think it would  be 
unjust and unfair.

Section 45N deals with appeals and 
provides that no appeal can be filed 
from the decision in a civil proceed­
ing under this Act when the value of 
the subject  matter is Hs. 6,000 or 
less.  There is no reason  why this 
pecuniary limit should be fixed. Sub­
section (2) provides that an appeal 
agadnslt an order  under the penal 
section 45J would only lie if the High 
Court so provides.  In any case, the 
person must be given a chance  of 
appeal. Even if a man is convicted 
of murder, the man is given a chance 
to appeal.  I do not see any reason 
why here no appeal should be allow­
ed.  Whether it is right or wrong, 
let him  have a right of appeal.  It 
is stated here that no appeal lies and 
only if the High Court allows,  an 
appeal  will be allowed.  These  are 
two points on which I feel that  the 
provisions  are unjust.  We should 
allow an appeal and particularly add 
a provision for limitation.

X o f%̂rr ̂  T̂r

I grfV %  ^

w-   ̂ 5IT t  3ft

5171 ^

 ̂  #  nrr  f I

t I A',  r<T  sp? <PTiTriTf

S’TRTV  'T  vfhff ̂

T̂̂TRf f f 

 ̂  t  ̂  

JT? i[irfw  ̂ft! iiw  aft ̂fpfjr ̂

inr?: 5

t '   ̂ (45J)

 ̂3ft <rT Pp

 ̂ '̂tf  ̂ 5r̂4?t-

TOT   ̂<fhc TT

qj# ft;  ̂̂  i

5ft   ̂ ̂  ̂   ^  ^ar

t irtr v?«rr 5 ft;   ̂ t 

ir?nrr%t̂ Trt 1

’T iR?  «r»f VCTT ft>

% w  ̂ 3ft ftĵft̂ f€Pr*
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Sliri  K̂ wiU  (Kotah-Jbalawar): 
Mr. Dep̂ty-Spêer ...

Shsi R. K. Cbaadlmri:  May I ask
—the hon.  Law Minister is fortu­
nately here  today—whether it is in 
consonance with any civilised  consti­
tution to make a Court before whom 
an offence is committed the  Court 
of trial and also allow that Court to 
lay down whether an appeal should 
lie or not?  The High Court shall 
try the case, but we will say whe­
ther the  appeal lies or not.  The 
High Court will say whether the case 
can be tried summarily or not.  In 
the ordinary Criminal procedure we 
find that the law  lays down what 
cases can be  tried summarily.  It 
lays down to what Court  an appeal 
should lie.  Can the High Court, un­
der the rules, prescribe that an ap­
peal  should lie in particular  cases 
and should not lie in particular cases. 
That should be done by the legislator. 
The High Court cannot usurp  the 
function of the legislator.

The Mliiiflter of Law and Minority 
Alfairs (Shii Biswas): I do not know 
why I should be called upon to ans­
wer that question, but it has a very 
simple answer.  It is the Legislature 
which is vesting the High Court with 
these powers and the High Court will 
only be exercising those powers which 
the Legislature gives if.

Shri I will just take'  a
minute. Sir:

Mr. Deputy-Speaker: He will have 
his turn.  Mr. Trivedi.

Shrl U. M. Trivedi (Chittor):  I do
not want to repeat what yesterday I 
had saidv

Shri R. K. Chaudhuri: I want  to 
raise a point of order in this malter. 
The point of order is that yesterday 
when we were discussing...

Shri A. C. Gjoha: Is this the third 
reading stage or Clause by  Clause 
discussion?

Shrf  JhunJhnnwala  (Bhagalpur
Central):  We are discussing Clause
kw Clause.

Nfr. Depnty-Speaker: We are dis­
cussing Clause by Clause.

SGiri A. C. Guha:  45J was  ovtr
yesterday.

Mr. Deputy-Speaker:  We are now
on 450

Sfarl R. K. CluMidliiiri: I wanted to
raise one point of order which will be 
relevant both for this and subsequent 
clauses.  When there was discussion 
of 45J it was pointed out to us that 
(the provision which fve were com­
plaining about was  already in the 
old  Banlflhg  Companies Act.  In 
458 and 45T also it has been sTAted 
that the  fame provisions have been 
reproduced here.  What is the posi­
tion if the same provision is reproduc­
ed now?  Is this House competent to 
give an opinion or is it bound by the 
sam,e provision which is already  in 
the law.  There cannot be two simi­
lar provisions in the same Act.  In 
the Banking Companî Act there is 
a provision under 45J—I am giving 
an illustration to  a  certain  effect, 
and now in the Banking Companies 
(Amendment) Bill, the same  tiling 
has been reproduced  under another 
Clause.

Mr. Deputy-Speaker: This will pre­
vail.  It is said earlier that notwith­
standing any other thing elsewhere 
which is inconsistent with this, this 
alone will prevail.

Pandit tHakur Das Bbargava; That
is in 45A.

Shri S. S. More: Of this new Chap­
ter.

Mr.  Deputy-Speaker: Clause 45A
reads;

*The  provisions of this  9art 
and the rules made  thereunder 
5hall have effect notwithstanding 
anything inconsistent  therewith 
contained  in the  Indian  Com­
panies Act. . . or the Code of Civil 
Procedure...or  the  Code  of 
Criminal Procedure or any other 
law for the time being...”

Therefore,  if  it  is  reproduced 
here...
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Shri R. K. Chaudhori:  Supposing
you reject this present Amendment, 
what will be its  effect on  the  old 
provision which remains the same?

Mr. Depnty-Speaker: If it ii raject-
ed here, the other one will stand.

Slui A, C. Gnba: May X submit one 
thing?  The hon. Member ought  to 
have read the Bill before he started 
his opposition.  Clause 10 says:

“For Part IIIA of the principal
Act, the following shall be substi­
tuted, namely:”

So. this is in  substitution of Part 
IIIA,  but certain provisions  have 
been kept almost as they are,  and 
certain other provisions have  been 
added to Part IIIA of the Banking 
Companies Act.  It is not  duplica­
tion of  what is there.  It is only 
substitution  and  rearrangement  ol 
what is there already in the Act.

Shri E. K. Chaudhuri:  Specifically

what will be its effect?

Mr. Deputy-Speaker: For the old
provision  ceasing  this  is  a  substitute.

Shri Debewsar Sannah  (Golaghat- 
Jorhat);  The new order takes  the 

place of the old.

Shri C. M. Trivedi: The provision
that has  been made in 450 is  one 
which is aiming at doing a mischief. 
In all piviilsed countrĵes; wherever 
there is any  semblance of rule  of 
law. you have always got a law  of 

limitation.

Oepuiŷ peaker; Does limltar 

tion apply to a trustee who has mis­
appropriated funds?

Shri U. M. Trivedi: Yes.

Mr. Deputy-Speaker: It does not.

Shri U. M. Trivedi: After he gets a 
discharge, it is applied.

Mr. Deputy-Speaker:  Leaving  alone 

the question of discharge...

ShH U. M. Trivedi: If he submits an 
account  and he gets a discharge, It 

is applied.  You  cannot go to him 
generation after generation.

M̂. Peput̂-Speaker: You ,can go 
to him under the Limitation Act.

Shi|i S. S. Moi)e: The beneficiary 
can sue the trustee,

, Shri U. M. Ttivedi: Not always.

3 P.M.

Apart from this question, the posi­
tion is this. Two words have  been 
used which are of greater import than 
merely calling upon a director to pay 
moneys  tl̂at  are due for calls,— 
namely, the provision in the pro­
posed Section 450 (2) is that there 
will  be  no  period  of  limitation 
for the ênforcement by the banking 
company against any of its directors 
of any claim based on a contract, ex­
press or implied*.  By means of an 
amendment that has been proposed 
now, even those who had at one time 
.been  directors of such a banking 
company will also be roped in.  In 
other words, it will be a sort  of sin 
on the part of anybody to oecome a 
director of a banking company.  If 
you want to say, that there should 
be an abolition of these banking insti­
tutions, as such, now that you  are 
growing  fond of  some system  of 
»iationalisation, you shall nationalise 
eveitythingi ati one stroke, and will 
not allow anybody to carry on  the 
business of  banking, then that  is 
something understandable.  But here 
when we are dealing with an ordi­
nary  commercial  transaction,  we 
should be making a provision of  a 
civil  nature for all  banking com­
panies. and not a provision of crimi­
nal law.

We  are not  relegating  ourselves 
ix> the old days, when, because  a 
particular man was bankrupt, he had 
to wear a particular type of apparel. 
In  the year 1761, one John Perrot 
was hanged in England, because  he 
was a  ba/ikrupt,  and that was  a 
pointer to the people that if any one 
became a  bankrupt,  he would be 
hanged. In  1832, a bankrupt had to 
wear a particular type of  clothes, 
with a particular type of cap, so that 
v̂ery one could point to him, and 
say. here is a bankrupt, here is a 
bankrupt, and thus a bankrupt  was
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ridiculed in the eyes of the public, 
in those  days.  If we want to  go 
back to those  times,—those  golden 
times, because the days that are gone 
are always golden—let us.  by  all 
means, make laws of this character, 
but if we are to live in these times, 
when we say we are progressing, and 
thinking in terms of commerce,  we 
should not make  such provisions. 
After all, persons  who enter  the 
bankitig ûaioess are  com­
mercial people.  It is true that there 
are some swmdlers.  Swindlers you 
w’ill find all over, for  you cannot 
escape them,  but simply  because 
tnere is one swindler, every honest 
man who may try to do something 
useful for the public, should not «be 
punished or made to have something 
hanging over his head,  even in res­
pect  of  claims  based  un  implied 
contracts.  It is not merely cases  of 
misfeasance  that will be covered by 
this provision, but all cases

There is one other difficulty also, 
in this connection.  If  you do not 
provide for any period of limitation, 
it becomes a very very' serious affair. 
As my hon. friend Shri Tulgidas has 
pointed out, how will the estate duty 
be calculated on such a man’s estate, 
and who will be ultimately made to 
pay the calls, and from whom will 
the arrears be collected?  When the 
cases go to the High Courts, the re­
cords also have  to go there.  But 
generally the records are destroyed 
after about 12,15 or 20 years, whatever 
be the matter* to which they pertain. 
But under this provision, for the pur­
pose of  these bankifupts,  records 
will have to be kept for all times, so 
that they  could be poked into  at 
every stage, and those who at some 
time or otiier had the misfortune of 
being bank directors, could be pro­
ceeded against.  As my hon. friend 
Pandit Thakur Das Bhargava has so 
ably put it, we are now making here 
criminal provisions  of a type  un­
precedented, and the particular proces­
ses that are envisaged look to be ridi­
culous,  and are not in  consonance 
with any principles of jurisprudence.

Apart from that, by not providing 
any period of limitation, in  respect 
of the moneys to be collected from 
su(fh people, we are trying to go back 
to the old days, whicH we had care­
fully avoided, after the law  of limi­
tation was brought into force.  As 
far back as the  year 1832,  Lord 
Venley, in commenting on the then 
bankruptcy laws observed:

•There are tew parts of  our 
statute law, when viewed from 
our present state of refinement 
and vast mercantile  prosperity, 
which  seem  so  ill  adapted 
to  these  objects,  as  our 
early  bankruptcy acts.  Every­
thing  in  them  was  seizure, 
penalty and coercion.  An act of 
bankruptcy was a crime, and the 
bankrupt a criminal, and instead 
of a system of legislation to pro­
vide for the equal distribution of 
the fund armed with penalties, 
to be Inflicted in the event  of 
fraud, it seemed as if punishment 
was the primary otJJect and the 
distribution  of  the  property 
merely  secondary  and  conse­

quential.”

This was the position in 1832, and 
that is what we are trying to  put 
before )the public today, Jby means 
of this provision.  If ouV  primary 
object is to get the money distribut­
ed to the people to whom it is due, 
we must have rapid  methods for 
realisinĝ the money and distributing 
it to the" proper persons, and not keep 
in abeyance the whole thing, by hav­
ing the records for all times, by go­
ing through them year by year,  by 
setting a machinery in motion for the 
purpose, by keeping a paid clerk for 
each banking company for years to 
come, for this purpose  and so on, 
simply for the sake of collecting a 
few annas.  If there Is no period of 
limitation, all the time the sword of 
Damocles will be  hanging on the 
head of a director, who might  have 
become a director, simply by persua­
sive coercion—there are many people 
who are approached for this purpose, 
because they are called great persons
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or ibecause they are leaders, and peo­
ple come to  them and  ask  them:

VRT  îrr, am anr

Such people will be made to become 
directors,  and have been made  to 
become  directors. {Interruptions).
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My submission is that we should 
not make such a provision of law as 
this, and I hope Government  will 
carefully consider the matter, before 
they come to a final conclusion.

SCirl Kasliwal: I support my hon. 
friend Pandit Thakur Das Bhargava» 
in regard to the proposed  Sections 
45J aria 450.  I maintain  that these 
three sections are discriminatory and 
milHitate against  Article 14 of the 
Constitution, which  provides  that 
every citizen shall have equality be- 
HoHe law, and equal protection  of 
law.  Are you going to provide equal 
protection of the law for these direc­
tors n̂d auditors or not?  Tliegr are 
being deprived by this provision, of 
the equal protection of the law  of 
limitation,  and also the  Criminal 
Procedure Code, and other  Impor­
tant laws.  I would like to ask whe­
ther a discrimination is not  being 
done against these people.

Shri Tek 01iai|d  (Ambala-Simla): 
Mr. Deputy Speaker Sir, with regard 
to certain misgivings and Kears ex­
pressed by my hon. friends to my 
right, I feel that they are without 
justification.  Particularly, when you 
refer to the proposed  Section  450
(2), you will find that there is  no 
period of limitation.  This provision 
needs a cezlain analysis. Tĥ e is no 
period of limitation in respect  of a 
particular matter, viz, the one relat­
ing to the recovery at arrears  of 
calls, and  that too is confined  to 
directors.  In other words, if a direc­
tor has held shares on which  he is 
called upon to pay certain calls, there 
is no perfod of limitation for that 
purpose, and he may be called upon 
to pay the unpaid calls at any time.

I do not see why there should  be 
any period of lin(iitation at all.

Mr. Deputy-Speaker:  For the en- 
f6rc«ment ...

Shri TA Cĥ 4: For that there is 
12 years. {Interruptions),

MX. peputy-̂peak̂r:  There  is no
period ot limitation, 9v̂n for that.

Shri Tek OiAiid:  The Section 450
(2) reads:.

“...there shall be no period of 
limitation for  the recovery  of 
arrears of calls from any direc­
tor of a banking company which 
is being wound up...”

That is one part of it. There can toe 
no grievance againat this,  because 
anybody who buys part̂paid sharee 
must know that he has got a liabili­
ty to meet the unpaid calls, if  and 
when called kipon to do ao. There­
fore, the question of limitation does 
not really arise.  Even if the word 
‘shareholders* had been there, instead 
of  the  word  ‘directors’,  it 
would  not  have  caused  aav hard­
ship,  because  even  a  sharesolder 
who  purchases partly  paid  shares 
is  conscious  of  his  liability, 
that he may be called upon to pay 
the balance at any time, during or 
before windjr̂g up.  Then, in respect 
of ‘enforcement by the banking com­
pany against any of its directors of 
any claim  based on a contract, ex­
press or implied* also,  there is no 
period of limitation.  For that, I am 
ad idem with my learned friends that 
there should be a period of limita­
tion, of 12 years.

At present where calls are made, 
there need not be any period of limi­
tation. but in the case of contractual 
liability or other liabilities, a twelve 
years’ period of limitation is desir­
able.  To that extent, this provision 
does require a certain amount of re­
modelling.

Regarding 45N(1), that an appeal 
phall lie from any order or decision 
of the High Court in a civil proceed­
ing under this Act when the amount
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or value of the subject matter of the 
claim exceeds five thousand rupees,
I am of the opinion that no appeal 
need be provided in a case of  this 
kind.  Ordinarily, under civil  law 
for cases involving value below Rs 
5.000, no right of appeal is provided 
on questions of fact.  The special 
appeal is provided by the Code of 
Civil Procedure only with regard to 
questions of jlaw.  Therefore, where 
a matter involving value below Rs 
5«000 is being adjudicated by a High 
Court Judge, there the question of not 
allowing appeal will not result  in 
hardship.

So far as  (2) is  concerned the 
‘High Court may by rules provide for 
an appeal../,—this is an  objection­
able feature, firstly because you are 
conferring upon the High Court  a 
legislative power which is not reallv 
the just function of the High Court. 
{Interruption),

Mr. Deputy-Speaker: Are we going 
back to it?  We have already finish­
ed with it.

Shri Tefc Chaiid:  This matter was
just being raised by my hon. friend, 
Pandit Thakur Das Bhargava,  and 
I wanted to say a few words about 
it.  The hon. the Law Minister also 
made a mention of it.

There is one point that I wish to 
make.  In the first place, the power 
of legislation should »be confined  to 
this House and the appeal should be 
provided if this House considers just. 
The provision of law, as it stands, 
has got another unfortunate feature.
It says,  “The High Court may-----
That is to say, it is permissive to the 
High Court.  One High Court  may 
decide to make such a provision: an­
other High Court may not decide to 
make such a* iprovision.  Therefore, 
the position may be tiiat in identical 
cases on  identical facts, one  High 
CourtI jprovades an appeal and an­
other High Court does not provide an 
appeal.  This rigour, to a certain ex­
tent, could be ameliorated if instead 
of ‘the High Court may by rules...' 
you had the words *the High Court 
shall by rules. .'.  Even there,  the

difficulty again will be that the rule­
making powers of a High Court are 
there; one High Court may provide 
one type of rules totally  different 
from thosê rules provided  by an* 
other High Court.  Therefore, tĥ e 
will not be uniformity of legislation, 
but there will be a conflict of legis­
lation, the conflict depending  upon 
the rules made by one High Court 
in cofntradistinctlon ,lo  ndes of a 
totally different character made  by 
another High Court. The appropriate 
thing would have been for this House 
to provide for appeals to a Division 
Bench of two Judges from the orders 
ot one Judge made under 45J.  The 
provision of law, as it stands, is open 
to very serious objections, and  one 
of those objections is that the proce­
dure of the law is not going to be 
uniform in two High Courts and not 
going to be uniformly observed.

Shri 8armah: Sir, î seems from the 
criticism of 45J, K and O offered  by 
hon Members as if we are discussing 

J ordinary general  civil  or  criminal 
laws. When we frame legislation in 
respect of ordinary general laws, whe­
ther civil or criminal, these provisions 
would no doubt sound drastic.  But, 
Sir, let us not forget the context in 
which these laws are .bemg framed.

Now, Sir, I will particularly invite 
your attention to the  enforcement 
clause in 450 (2), to which you were 
pleased to refer.  It seems as if this 
enforcement is drastic, but let us look 
at facts—how they are shaping. After 
the wiar, so many scheduHed banks 
failed, and In most cases the chief 
cause of the bank failures was that 
most of the director  misbehaved. 
They either lifted  money for them­
selves by hook or crook  or in col­
lusion with their managers or secre­
taries or cashiers or wiih the other 
officers of the bank  they misappro­
priated  huge sums.  Or they took 
commission issuing loans to undesir­
able persons or purchased worthless 
shares in the market or issued loan̂ 
against such share scrips which were 
mlly not worth  what they were
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[Shri Sarmah] 

secured for and these misdeeds were 
perpetraited because they were paid 
big discounts.  In this  context, we 
find that the directors are  mostly 
responsive for these bank failures. 
Now, my learned friend, Mr. Trivedl, 
said that these provisions are punitive 
I suJbmit, Sir...

Mr. Deputy-Speaker:  Is there any
limitation for the recovery of stolen 
property from the thief?

Shri S. S. More: No.

Shri Sarmah: Not that I know of.

Shri R. K. Chaudhuri: In civil law, 

there is.

Shri Sarmah: In coparcenary socie­
ties, at any rate in our State, there 
is  no  limitation.  (Interruption). 
These provisions,  I  would  submit, 
are not  punitive.  They  are  very 
salutary and desirable in the present 
state  of  our  country,  because 
these provisions will deter directors 
from misbehaving. I submit, Sir, that 
if healthy banking is to grow up in 
India, then such provisions are neces­
sary.  Honest  people need not  be 
afraid of  these  provisions.  These 
are meant only for dishonest persons. 
A bank is started with some capital.. 
(Interruption), Mr. Chaudhuri ought 
to know that almost all the primary 
school teachers in our part of the 
country deposited their small savings 
in these banks.  And  when these 
banks failed, they all began to cry. 
I am simply astounded that he....

Shri E. K. Cliaudhnrl:  On a point

of personal explanation.

Shri Sarmah: No. I am not yielding. 
He wants to inflict a speech.

Shri E. K. Chaudhuri: The Chair 
has permitted me.  What I wanted 
to point out to him was this.  It is 
not merely directors you are -dealing 
with.  A certain man has taken  a 
loan from a bank. The thing  is go­
ing to be settled.  There is  this 
question  as between the bank and

I

an individual.  A certain person has 
borrowed some money from the bank 
and he will be put under this law.

 ̂Shri Sarmah: No. You have not read 
it well. It applies to only the direc* 
tors.

Mr. Depuity-Speaker:  This refers
exclusively to directors.

Shri Sarmah: Yes, that is so.

A bank is started.  There is the 
board of directors.  The public are 
called upon to deposit  their money. 
The directors, truly and well,  are 
the trustees  for the  public  funds. 
Now, they dabble with the money  in 
the bank as if it is their own proper­
ty, and the bank fails.

I would tell my  hon. friend  Shri 
U. M. Trivedi that all these provisions 
are salutary so that Bank  directors 
will not  in future  misbehave  and 
those who misbehaved in  the  past 
should also .be  brought to book.  If 
these provisions are properly followed 
—I hope the High Courts in different 
States will not be generous enough to 
these people—in that case, I submit, 
we shall  have no clamours in pass­
ing this legislation.

Pandit Thakur Das Bhargava: May
I put one Question to my hon. friend 
who has just now spoken?

Mr.  Deputy-Speaker:  The  hon.
Member has put sufficient questions 
to the hon. Minister.

Pandit Thakur Das Bhargava: I will 
put questions to the hon  Minister 
when he finishes.

Shri A. C. Guha: I find, Sir, today 
that 45J is again being brought into 
discussion.  I think I have  pointed 
out on several occasions that the Mem­
bers who become so indignant about 
this provision do not  take care to 
read it  carefully. I repeatedly point­
ed out some of their wrong assump­
tions and repeatedly I corrected them
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and still this has started. Practically 
the whole of this 45J is in the Indian 
Banking Companies Act and I do not 
think any acts of barbarism have been 
committed by the High Courts so far. 
80, I do not know what is the pur­
pose of all this  seemingly righteous 
indignation.

8hri U.  M. Trivedi: Because it is 
righteous.

Shri A. C. Giifiia: Then, Sir, I come 
to 450.  There aagin, most  of  the 
Members have not read the provisions 
of the Bill carefully. The second part 
of 450 (2) reads—

••and in  respect of all  other 
claims by the banking company 
against its directors,  the period 
of limitation shall be twelve years 
from the date of the accrual  of 
such claims.”

So, as regards the contractual liabi­
lities of the directors there shall  be 
no limitation and as ragards  other 
liabilities there shAll be ■ limitation 
after 12 years.

Sir, even if the provision as put in 
this Bill  appears to be  somewhat 
harsh and rigid, I think they should 
take care to read the report of  the 
Banks Liquidation Proceedings Com­
mittee and some of the papers circu­
lated to them.  If we have in  our 
fSDciety, some modern forms of anti­
social activities,  we shall have  to 
take proper  measures to meet that 
contingency.  These directors,  being 
elected by  the  shareholders  were 
squandering  the  depositors* money 
and they should be made to suffer 
for that.  If they had squandered the 
money entrusted to them by  the de­
positors they  should take the  res- 
ponsibUity of making good as much 
as possible of the loss which  they 
have caused to the depositors.

Sir, I think I have nothing more to 
say.  I admit that this is an emer­
gency measure to meet an emergency 
created by some modem form of anti­
social elements in our society.

Pandit lliakur Das Bbargava: May
I put a question. Sir?

Mr. Deputy-Speaker:  Yes.

Pandit Tliakur Das Bhargaya: My
friend has just stated that this is an 
emergency legislation  for an emer­
gency.  But this law is law for all 
times and will apply to every person 
who at any time helped in the forma­
tion of a banking company.

Shri A. C. Guha: And« have been 
irresponsibly  using the  depositors’ 
money.

Pandit Thakur  Das Bhargava: I
will come to that.  45J says,

‘'any offence  alleged  to have 
been commf̂ted by any person 
who has taken part in the  pro­
motion or formation of the bank­
ing  company  which  is  being 
wound up or by  any  director, 
manager or officer thereof.”

and (2), it says—

“may also try any other olTence 
not  referred to in  sub-section 

(1)...-

and similarly in (4)—

**all  offences  in relation to 
winding up alleged to have been 
rommitted by any person specifi­
ed in sub-section (1)....”

Shri A. C. Guba: Sir. he is omitting 
the proviso—

‘‘Provided that the offence  is 
one punishable under this  Act 
or under the Indian Companies 
Act, 1913 (VII of 1913).”

Pandit Thakur Das Bhargava: I am
very sorry that my hon.  friend has 
not quite followed my point.  At the 
same time sub-clauses (2) and  (4) 
are also there.  Even in regard  to 
these offences, it is not only  those 
persons who are actually guilty but 
there may be Innocent people  also. 
You are making laws not only for 
those who commit offences but there 
will be many who will have to  be 
clapped In.  The Judge will be him­
self the accuser and the Judge and 
no appeals  will be allowed. As was
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[Pandit Thakur Das Bhargava]

pointed out yesterday, no rules  were 
made in the Calcutta Hij?h Court, for 
a long time.  Now for a  long time 
these rules may not be framed  and 
there may not be any appeals provided 
in particular cases when punishment 
is not heavy or only on points of law. 
I  ask  the hon.  Mover  to  kindly 
enlighten me on  the ooint whether 
this will not apply to  all kinds of 
people who will come within the mis­
chief of 45J (1), (2) and (4).

Shri A. C, Quha;  I can only say 
that this is practically a reproduction 
of the existing provision. (Interrup­
tion.)  No harm has been committed 
under this provision so far.

PandH Thakur Das Bhargava:  Sir,
child marriagte and infanticide have 
also been there in the country  for 
a long time.  If we have committed 
any mistake in 1949, there is no rea­
son why we should repeat that mis­
take.

Shri Sarmah;  There are only 3 

categories  of persons,  the director, 
manager or officer thereof, who  are 
affected. Under the proviso, it is strict­
ly limited.

Pandit Thakur 0as Bhargava:  My
friend is again  wrong.  Under 45J 
those persons also will come in who 
have taken part in the promotion  of 
the Company.

Shri S. S. Bfore:  May I seek soma 
clarification?  The hon. Minister was 
pleased to say-----(Interruption.)

Mr. Deputy-Speaker:  I find  hon.
Members who  wanted to take part 
in the discussion have stood up and 
spoken.  They have interrupted other 
hon. Members also. Now, I find they 
are sitting and speaking.

Shri S. S. More: Sir, the hon. Minis­
ter was pleased to say that the  pro­
viso restricts this to particular offen­
ces which  are  offences  ounishable 
under this Act or under the Indian 
Companies Act. May I bring to his 
notice sub-clause (2)?

<*When trying any such offence 
as aforesaid, the High Court may 
, also try any other offence not re­
,  ferred to in sub-section (1) which 
is an offence with which the ac­
cused  may, under the Code  of 
Criminal Procedure, 1898 (Act V 
of 1898), be charged at the same 
trial.*’

According to this  sub-clause  (2), 
there is only one condition, that is, 
that the offence is of such a nature 
that under the Code of Criminal Pro­
cedure the accused may be charged, 
at the same trial, along with the off­
ence mentioned in this particular pro­
viso. My submission is that his expla­
nation that it is restricted to the off­
ences under the Companies Act or this 
Act is not strictly correct and I should 
like to be enlightened on this point.

Shri A. C. Guha:  There again,  I
point out that he has omitted to read 
the last few words, *with which the 
accused may be charged at the same 
triar.  So, if in the course of  the 
trial one of the directors of the bank 
or the manager or officer is  found 
guilty of peiHury, he may be tried 
for that because it Is an offence con­
nected with the same trial.

Shri K. K. Basu: Section  45N (2) 
gives the right of appeal if the res­
pective High Court provides for it 
in such manner and such conditions 
as It thinks fit.  Similar provisions 
were not there  previously, in  the 
parent Act.  The danger I apprehend 
in giving such powers to  the  High 
Courts entirely is that different High 
Courts will lay down different rules 
and conditions for appeal.  I  do not 
know how far and in what manner the 
Government will be in a position  to 
see that these rules are on a par with 
each other.

Mr.  Deimty-Speaker:  The  same
thing was referred to by some other 
hon. Memiber,



1357 Banking Companies  3 DECEMBER 1963 (Amendment) Bill 1358

Shrl K, K. Basil: Sir, we have the 
same Civil Procedure Code and  the 
rules of  procedure vary from  High 
Court to High Court.  Each High 
Court is allowed  to make its  own 
rules. Similarly, rules may vary from 
Court to Court with regard to whe­
ther an appeal may be granted or not 
and the conditions under which  the 
appeal may be granted.

Shri Joachim Alva (Kanara):  Sir,
this is a very drastic provision  and 
I want to say a few words.

Mr. Deî Uty-Speaker; I have allowed 
a number of hon. Members to speak.

Shri  Joachim  Alva:  Sir, this Is
something very very drastic.

Mr. Deputy-Speaker: Why did  the 
hon. Member take so much time td 
get up?

Shri JoacGiim Alva: Sir, there were 
other hon. Members in the field.

Mr. Deputy-Speaker:  Then those
hon.  Members have  sufficiently re­
presented his views.

Shri Joachim Alva: Sir, please let 
me have two minutes.

Mr. Deputy Speaker: If others have 
spoken, then this is redundant. I will 
give the hon. Member another opppr- 
tunity to say what he wanted to say.

Shri R. K. Chaudhuri: Sir. I  warn 
to speak.

Mr.  Deputy-Speaker:  No, no; 1
will not allow him» at this stage.

Shri E. K. Chaudhuri: Then you will 
allow me at the third-reading stage, 
Sir?

Mr.  Bepnty-Speaker:  No. not on
this Bill. I have allowed every hon. 
Member sufficient time on this matter 
even after  the hon.  Minister  has 
replied.

Is it necessary for me now to put 
this too to the vote of the House?

Si6me Him. Members: No.

Mr. Deputy-Speaker: Now, the ques­
tion is:

*That clause 10. as  amended 
stand part of the Bill.”

The motion was adopted.

Clause 10. as  amended, was added 
to the Bill .

Clauses 11, 12 and 13 were added to 
the Bill.

Clause 1, the Title and  the Enact̂ 
ing Formula were added to the Bill,

Shri A. C. Guha: I beg to move:

‘‘That the Bill, as amended,  be 
passed.”

I have nothing more to say except 
one thing. When 1 proposed an amend­
ment to Section 451 deleting the last 
two lines “if the director or other offi­
cer fails to do so, he shall be guilty 
of contempt of court,” Mr. Basu ask­
ed me how is  the  director  to  be 
dealt with.  I  will  refer  him  to 
section 46 of the present  Banking 
Companies Act.  That is an onmifeus 
section, and the  direictor or other 
officer will be dealt  with under that 
section in such cases.

I hope. Sir, the House will now be 
pleased to pass the Bill.

Mr. Deputy-Speaker: Motion moved

**That the Bill, as amended, be 
passed.”

ITo rpTo rfVo  ̂ :

 ̂ ^   ̂  ̂̂  

Mr. Deputy-Speaker:  This is the
Banking  Companies Bill.  Not  tha 
Ancient Monuments Bili

¥Tp 1̂ 0 ^ : n  ff I

ftr  ̂̂  i I  iflr ̂
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Shri JhunjhMnwala: Sir, a lot has 
been said on the Bill and if I speak 
anything more I do not think I shall 
be doing justice to the House in tak­
ing their time.  Everything has been 
said on every clause.  But there ar* 
two points which had been raised and 
which had been practically, impliedly 
or expressly, admitted, and that iM 
this.  My hon. friend, Mr.  Trivedi 
while speaking on clause J said that 
this  is  a  barbaric  law  and  Mr. 
Guha said that this is a barbaric law, 
there  is  already such  a  barbaric 
clause.

Shri A. G. Guha: I never said so.

Shri  Jhanjhimwalm:  You  said it
impliedly.  I do not say 'expressly*. 
Impliedly, you admitted..

Shri A, C. Guha:
also.

Not impliedly

Shri JhanJhuAwala: You said that 
such a law exists  lor a long time 
past, and you did not say that it was 
a barbaric  law, but  impliedly  ic 
amounted to that.  Therefore, I say 
that you impliedly agreed to the fact 
that it is ibarbaric law.  Mr. Sarmah 
who is not here now, said that if ŵ 
want in our country that the banking 
system should  prosper and develop, 
this law is very necessary and very 
important.  I am absolutely  of  the 
contrary view.  He says that honest 
people should not be afraid of it, but 
unfortunately tor whatever  reasons 
it may be, it is the honest people who 
suffer  these days in our  country. 
Those who are swindlers, those who 
are scoundrels, will escape even un­
der this law.

Sir, my hon. friend Mr. Guha, when 
he was sitting on this side,  raised 
questions every day.  There was not 
a day when the Finance Minister had 
not to answer Questions of Mr. Guha, 
and Mr. Guha used to raise questions 
every day regarding one bank or the 
other. I could understand the anxiety 
with which he was doing those things.

At that time, it  was so. And now, 
he says that this is an  emergency 
measure.  He has brought this as an 
emergency  measure.  If it is an 
emergency measure, have you shown 
any instance  where  other  baYiks, 
banks other than those which  have 
failed, have behaved like that? Other 
Banks and their directors have pro­
ceeded well and doing alright. There 
are respectable directors, there  are 
good directors, who will be reluctant 
to come if such law is there.  You 
have put in such  provisions  that 
honest, respectable atid good direc­
tors will be reluctant to come.  Not 
because they are afraid of the strin­
gent provisions—̂they are not afraid 
of those  provisions—̂but  they are 
afraid of  being entangled .by  un­
scrupulous officers and unscrupulous 
people. Sir, if it is an emergency pro­
vision, which, as my hon. friend says, 
he has brought in as an emergency 
Bill,—for a time when spurious banks 
hiui sprung up and there was a crash— 
then, this should not apply to all the 
directors. So many banks spring up, 
and swindlers and scoundrels, accord­
ing to my hon. friend Mr. Sarmah, 
come in as  directors, and then this 
Bill should not therefore apply to all 
the directors of other Banks.  If you 
want the banking system to flourish, 
then the stringent provisions should 
apply only to such banks which have 
been wound  up during  that emer­
gency period. Otherwise this measure 
will be a standing slur on  all  the 
respectable directors of other  banks 
which have been serving the country 
so well.

Shri Tulsidas:  Sir,  I,  for various
reasons oppose this Bill. It is not be­
cause I feel that this measure is not 
required for the banking companies 
which are under liquidation.  I fully 
appreciate. Sir. knowing as I do and 
with the experience that 1 have, that 
the  banking  companies  do require 
supervision and  vigilance from the
higher authonities.  I do appreciate 
that the depositors* money which has 
been lost, requires tremendous sym­
pathy from the  Government.  But,
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Sir, it is not merely the question  of 
getting the depositors’ money  back 
from the banking companies which are 
under liQuidation. There is aLso the 
question of developing  our  banking 
system on sound lines. Our banking 
system is not well  developed.  On 
the one hand, you want the banks in 
this country should flourish, go forward 
and open branches in other countrieis 
and on the other you want  to put 
onerous conditions on bank directors. 
Sir. by having this type of legislation, 
you are creating in the minds of the 
people of this country, the impression 
that all banks or all the directors of 
banks are fraudulent, that they  can­
not be relied upon.  This is a  shir 
on the directors of the banks.  What 
îre we doing in this legislation? We 
are trying to bypass practically  all 
the laws of the country.  We are by­
passing the Indian Companies Act; we 
are bypassing the Limitation Act; we 
are  bypassing  the  Evidence  Act; 
we  are  bypassing  the  Criminal 
Procedure  Code.  What  for?  And 
do  you  think'  Sir.  that  by 
bypassing this, you are still going to 
have an expeditious way of liquida­
tion?  I do not believe so.  However,
I feel that we must think in ternu 
of positive and constructive  sugges­
tions. What I feel is that the Reserve 
Bank  has been  given  very  wide 
powers.  I may say enormous powers.
I would like to cite a few examples of 
irhe lEileseilve Bankas  powers.  Sir, 
every feank is asked to supply infor­
mation.  What is the kind of infor­
mation?  A statement of the position 
of the bank as at the close of business 
every Friday.  A statement of assets 
and liabilities at the end of  every 
quarter. The names of the first grade 
officers of the bank with full parti­
culars.  Survey of debits to deposit 
accounts in the bank.  A  monthly 
statement of advances against com­
modities and bullion.  Weekly state­
ment of advances to directors, mana­
ger or ofRcer of  the bank  and ad­
vances  to  companies  or firms in 
which  Directors  are  interested 
as directors, partners  or  managing 
agents. Statement of unsecured loans 
and advances including bills purchased
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and discounts granted to public com­
panies in which the directors are in­
terested as directors  or  guarantors. 
Weekly  returns  of  limits for cre­
dit facilities—Rs. 5 lakhs and over 
in the case of secured limits, and Rs. 1 
lakh and over in the case of unse­
cured limits.

Besides this, the  Reserve  Bank 
takes  statutory  deposits—statutory
deposits  to the  extent of  Rs. 50 
crores lie with  the Reserve  Bank, 
This amount does not carry any in­
terest.  Thus the banks finance the 
Reserve Bank to supervise them. In 
return  what do they get?  We get 
failure of banking institutions in this 
country. Why should there be failures 
o| banks in our country if the Reserve 
Bank is vigilant, if the Reserve Bank 
is doing its duty efficiently?  I  am 
really surprised that even after the 
passage  of  the  Act  of  1949 
there were a number of failures  of 
banks. In 1949, 55 banks  failed; in
1950, 45 banks failed; in 1951,  sixty 
banks failed; there was an equal 
number  of  failures  in  1952  and 
the  latest  figures  which  are 
available  for this period is 31 banks 
failed.

Why should this happen  in our 
country?  I can certainly  appreciate 
the anxiety of the Government  that 
the depositors’ money should not be 
squandered.  I know how painful it 
is to the small depositors to lose aL̂ 
tiieir lives’ savings.  But if the  Re­
serve  Bank is not  vigilant,  theje 
failures are bound to take place,  no 
matter  what  legislation  you  put 
through.  Why should banks go into 
liquidation with all these powers in 
the hands of the Reserve Bank? Sir,
I really do not understand it.

I am sure the House  will appre­
ciate the fact that banks work on the 
prestige of their directors; banks at­
tract deposits according to the Board 
of Directors of the banks. If you are 
going to cast a slur on the Directors 
of the banks as a whole what is go­
ing to happen?  Will people of this 
country have confidence in this: will 
people outside this  counfiry trade 
with those banks.  And yet we  ex-
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[Shri Tulsidas]

pect banking institutions to  flourish 
both at home and  abroad.  Sir» I 
really do not understand the logic of 
this.

Mr. Deputy-Speaker: This is only
at the winding up stage.

Shri Tulsidas: I fully understand
Government taking these powers for 
the liquidation of banks which have 
failed.

Mr. Depnty-Speaker: But where is 
the reputation to lose?

Shari Tulsidas: For the liquidation
of banks which have failed I am pre­
pared to give any power to Govern­
ment to safeguard the interest of ths 
depositors. But what do you want to 
put something on the statute  book. 
The Reserve Bank is already armed 
with wide powers.  Why  can’t the 
Reserve Bank  be prosecuted for not 
doing their duty properly? The Direc­
tors of the Reserve Bank are free from 
the provisions of this measure.

Mr.  Deputy-Speaker:  Asking  the
Reserve Bank lo be vigilant  is one 
thing; if perchance a bank has to be 
wound up, to do it expeditiously  is 
another thing.  Why should there be 
a confusion between the two?

Shri Tulsidas: I am not in the least 
confused. What I am trying to point 
out is that you do not appreciate the 
onerous and difficult position of the 
Directors.  Banking instdtution is a 
credit ijMtitution.  When the direc­
tors go on the  Board, nobody can 
imagine what will  happen.  There 
may be a calamity and a bank  may 
go into liquidation.

Mr. Deputy-Speaker: It is only when 
they bring it to that calamity  will 
these provisions come into operation.

Shri Tulsidas:  Why should there
be a distinction between the Director 
of the Reserve Bank and the Director 
of a private bank, in spite of the fact 
that the former institution possesses so 
many wide powers.  They can recall 
a loan, they can give directive to the

Board of Directors of a  scheduled 
bank about the  appointment of  a 
Manager or a Chief Accountant. The 
Reserve Bank gets aU the information 
/ from the banks. But in spite of all 
this, why should a bank go into liqui­
dation.  By all means take all  the 
powers for the speedy or expeditious 
liquidation of the bank  which has 
gone into  liquidation.  But,  please, 
do not put these powers on the sta­
tute book and create a difficult situa­
tion for the directors. That is what is 
more important.

Then, again, take the case of insu­
rance companies.

Mr. Depnty-Speaker: Does not the
hon. Member know that in banks the 
depositors are the shareholders, quite 
unlike joint stock companies, where 
they have a voice?

Shri Tulsidas: I fully appreciate
that position.  That is what exactly I 
am coming to. The position of policy 
holders is more or less like that  of 
depositors.  There are only a  very 
few shareholders: there is more  of 
policy holders*  money.  Of  course, 
there are a couple of  directors no­
minated from among policy holders. 
But you should realise at the same 
time that under the Insurance  Act 
you have appointed a Controller. The 
Controller points out certain defects. 
If the Directors do not rectify matters, 
then they are  responsible for  the 
consequences.  Here, even though the 
Reserve Bank is armed with  wide 
powers it will not do anything; they 
fail in their duty.  But if anything 
happens all the Directors  are res­
ponsible.  I can understand your tak­
ing action against the Director,  if a 
directive of the Reserve Bank is not 
implemented.  But the Reserve Bank 
is not doing its duty  in spite of all 
thft powers vested in it.

I have been observing a tendency 
on the part of Government  to take 
all sorts of powers.  But the powers 
are not utilised for positive purposes. 
My hon. friend Mr. B. Dag the other 
day very rightly pointed out that the
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Reserve Bank has not  taken any 
positive action in developing  or  ex­
panding banking and credit facilities 
in the rural areas.  Here they have 
a positive duty to perform: but they 
do not perform it.

Mr. Deputy-Speaker:  Are  We en­
tering into a general discussion  on 
the function of banking?

Shrl Tulsidas:  This is a very im­
portant aspect.  This measure may 
relate only to winding up procedure. 
But when it creates a difficult situa­
tion to the Directors  of the  Bank, 
I  should  bring  it  to  the 
notice of Government and  request 
them to ameliorate their  position. 
My contention is that the  Reserve 
Bank should be much more vigilant 
much more active in its supervision 
of the banks.

Then, Sir, I would like to point out 
that in America thousands of banks 
failed, but there is no law of  this 
nature.  They Have been able to wind 
up the banks, they are able to distri­
bute depositors' money without tak­
ing recourse to such hieasures.

Mr. Deputy-Speaker:  Why  should
we look to other countries?  Let us 
be pioneers.

Shri  Tulsidas:  But why do you
wan I to put it on the statute book? 
I am prepared to give all the powers 
to Government to  wind up  banks 
which are in liquidation.  1 can well 
appreciate the hon. Deputy Minister’s 
concern, coming as he does from that 
part of the country which is afflicted 
by this malady.  But it  does not 
mean that  because one part of  the 
country is afflicted by this malady 
you should make the measure appli­
cable to the whole country. You are 
creating an impression that the whole 
country consists of such people.  If 
there is something wrong with that 
part of the country, .by all means do 
take measures to meet it

Mr. Deputy-Speaker; Is it the sug­
gestion that this may be made appli­
cable only to Calcutta and West Ben­
gal and not to the other parts of the 
country?

Shri Tulsidas:  My suggestion la
very positive. By all means take these 
powers in regard to banks which are 
under liquidation.  But in future let 
the Reserve Bank be  more  active, 
let it be more vigilant,  to see  that
banking institutions function proper­
ly and on the right lines.  But here 
you are trying to put something  on 
the statute book which is a slur on the 
whole banking  institutions in  this
country. Now supposing all the direc­
tors of a bank take keen interest anJ 
go into minute details taking a very 
conservative view  to safeguard their 
position. Then  what  will  happen? 
Then credit facilities in the country 
will be very much reduced and there 
will be complaints that banks do not 
give the facilities required of them. 
These are the  difficulties.  How a
Board functions, I know.  I  have its
experience.  I therefore tell you with 
my own experience that if you create 
these onerous conditions for baoking 
directors, it will be very difficult, it 
will be absolutely impossible for good 
citizens of  this country to .become 
directors of banks.  It will not be 
possible for good people to remain as 
directors,  I would still urge on the 
Government that because  something 
has happened in one part o( the coun­
try please do not make a  legislation 
applicable to the whole country. If there 
is an emergency take powers for thal 
particular  period, any  power  you 
want, but not under a statute. I still 
plead with the Deputy Minister that 
he should take time before he puts 
this Act into force.

Shri B. K. Chaudhuri: Yesterday a 
point was raised by my hon. friend...

Mr. Deputy-Speaker:  Shrl Alva. I
am going to apply closure at 4 o'clock

Shri Joachim Alva:  Sir, I support
the main clauses of this Bill. In doing 
so I say that my hon. friend Shri Tulsi­
das Kilachand who is the Chairman of 
the Baroda Bank, one of the Big Five, 
wants to put on the cloak of American 
prosperity around himself  while try­
ing to retain the poverty-ridden con­
ditions of India.
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Shri Titfsldas: I am very sorry; the 
hon. Member has not understood my 
point.

Shri Joachim Alva:  I would have
liked him to tighten his belt with the 
characteristic  of all British banking 
institutions, which is very hard.  Se­
curity and integrity are their watch­
words. I am glad, Sir. that the age of 
the guinea pig directors, referred to in 
the report of the Banks'  Liquidation 
Proceedings Committee, is over. Guinea 
pig directors are a species well known 
in lEngland and the Committee has 
referred 10 them.

Sliri U. M. Trivedi: Is it parliamen­
tary to refer to them  as guinea pig 
directors?

Shri Joachim Alva:  If my friend
has not read the report of the Commit­
tee what can I do?  I am glad that the 
age of such guinea  pig directors  is 
over—quiet,  decent and  respectable 
gentlemen to whom Shri Tulsidas Kila- 
chand referred, men of big names who 
never took any part in the affairs of a 
bank or institution of which they were 
directors, who were very quiet and al­
lowed the scoundrels to carry on the 
work of the bank—I am glad that their 
days are over.  My friends are won­
dering as to what this species of guinea 
pig directors are.  1 shall therefore 
quote the relevant passage from  the 
report of the Banks Liquidation Pro­
ceedings Committee. Here it is:

“The failure of banks  for the
most part can be ascribed to mis­
management or incompetence  on 
the part of their directors. We find 
that it is not uncommon that the 
directorate of most of the banking 
companies which have ffone  into 
liquidation consisted of one  or 
two dominating directors  and  a 
number of complaisant directors 
who, in England, have been aptly 
called guinea pig directors because 
they merely said “yes’* at Board 
meetings and departed with tlie 
prescribed amount of guineas os 
fees after having been provided 
with a lunch. A similar unhealthy 
practice prevailed in some of the

banks in India which have failed, 
where the dominating directors 
practicaliy controlled the  affairs 

 ̂of the bank and were not subject 
/  to any check on the part of their 
colleagues. The latter were, as of­
ten as not, honest public men or 
prominent men in other walks of 
life who, owing to their other pre­
occupations, had no time or apti­
tude for taking an intelligent inter­
est in the affairs of the bank. The 
guinea pig directors are the ones 
whose names attract shareholders 
and depositors. When  the  crash 
comes they plead that the matters, 
in respect of whîch mismanage­
ment is alleged, were handled by 
the dominating directors, to whom 
large powers were delegated. They 
have been described as  directors 
who do not direct. Cases are on 
record in which directors pleaded 
that they did not know English 
and could not follow the proceed­
ings at Board meetings.’*

I cast no reflection on the integrity 
of my friend Shri Tulsidas Kilachand 
whom I have known  for twenty-five 
years as an upright man.  But I wish 
to te:i him that black-marketers who 
have made banks as foot-stools to pass 
on crores of rupees from one company 
to another,  who  have  manipulated 
things at board meetings for their own 
personal benefit and stuffed their own 
store-houses  with  currency  notes, 
which came out after the demonetisa­
tion Ordinance, they have to be hit on 
the knuckles, they have to be put in 
jails on behalf of the small investor, 
the ordinary depositor who deposits 
Rs. 250.

Shri R. K. Chaudhuri: Is my friend 
an honorary magistrate?

Shri Joachim Alva: Their number is 
very large.  I am going very  fast 
Sir. because the guillotine will be ap­
plied.  The day of reckoning, accord­
ing to this very Report, between de­
positors and directors has also come. 
As some one has said, the company is 
a very large company and these direc­
tors come for a meeting once in a year 
and exchange  greetings like  lovers: 
How  are  you? Nice.  Have a  cup
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of  These directors are now put
on trial.  They shall  not just come 
once a year, get their allowance  and 
go away.  They are put on trial and 
in a very hard manner.

I feel, as an old practising  lawyer 
but one who has not been at the bar 
for a long time but in whom the first 
principles of law are still embedded 
for ever, that a  law  which  gives 
powers to the High Court by which 
the High Court .becomes a prosecutor 
and Judge is a very bad law.

Mr. Deputy-Speaker:  Is it open to
these guinea pig directors to call these 
lawyers guinea lawyers?

Dr. N. B. Khare: Penny lawyers!

Shrl Joachim Alva; Lawyers all over 
the  world  are  mercenaries.  When 
they become patriots they leave  the 
bar.

So I want to say that these drastic 
powers given to the  High Court  by 
which the High Court  shall examine 
any director or ̂ ny one put up as ac­
cused by it is altogether wrong.  The 
High Court judge  is a human being, 
after all.  He cannot have two com­
partments.  Chief Justice Chagla of 
the Bombay High Court has observed 
that it is not the business of the High 
Court to collect evidence; its duty Is 
orly to judge an  accused guilty  or 
not guilty.  The  collecting of  evi­
dence is not the business of the High 
Court.  1 can quote the exact section 
if you give me time—but by this sec­
tion you are subverting all the princi­
ples of the Criminal Procedure Code 
and handing over to the High Court 
the duties of the ordinary magistrate, 
the ordinary police, head clerk  and 
clerk and everybody.  And  there is 
no right of appeal.  Perhaps it may 
go to the Supreme Court.  That  is 
altogether different.  This provision 
should never have been embodied in 
the Bill.  I have great  respect  for 
Shri D. N. Mitra who was Solicitor at 
the India Office and  also my friend 
Shri Raghunath Mathalone  who was 
the last Official  Liquidator  of  the 
Bombay High  Court.  But it is the 
opinion  of burewicrato.  They  are

not right in sitting in their chambers 
and  coming  to  a  judgment  over 
others.

I would really  assure my  friend' 
Shri Tulsidas Kilachand,  good  and 
honest a.s he is. that he may have tO' 
stand a trial. It is altop̂ether wrong,, 
it is an infringement of the principles 
of law, nay it is unconstitutional tq 
have that kind of process. I want to say 
with all the force at my command that 
this clause should  be dropped  alto­
gether.  Because,  if the High Court 
or the court sits in liquidation  and 
\ comes to the conclusion that the direc- 
l tor is guilty, the case must then  be 
\sent at least to another High Court.
I If it goes to another  High Court  it 
(might say that the judges  were pr̂ 
|ju(̂iced, 
i

Sir, there are two or three points. 
About America  my friend was  not 
able to quote the figures.  There were 
30,000 banks and out of them 14,000 
crashed in the 1929  or 1930 disaster. 
It was  due to a series of causes,  of
their being uneconomic, due to  th«
fall of securities  and due to slump, 
But he forgot  to mention the ways 
adopted by which millions of deposi­
tors’ dollars were protected. They did 
devise measures and the Federal Bank 
came in.  Here the Reserve Bank in 
India is not doing  its duty.  They 
are great men, they sit in their cham­
bers and are not  vigilant.  Other­
wise how did they in the year of grace 
1950 allow  the Exchange Bank  of
India and Africa to  run ofT  with
Rs.  80  lakhs  belonging  to  the 
Reserve  Bank?  And  when  these 
officials  are asked  they say  this
is  in  the course  of business'.  If
it were  my own  money  or his own
money we would have died of shock. 
They allowed this serious fraud  of
Rs. 80 lakhs.  And when it goes  to 
the High Court the man gets oft on 
technical reasons.  If the  Reserve 
Bank allows this kind of thing, what 
are they doing?

The number of our  bank fallureŝ 
is only 300 since 1926.  In America 
it was 14,000.  Then  we have  the 
case of the Travancore National and 
Quilon Bank.
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Mr. Deputy>Speaker: I must apply 
guillotine now.  Is it necessary for 
the hen. Minister to say anything?

Shrl A. C. Gttlia: If you permit me, 
I would just say a few wordbs.

Mr. Deputy-Speaker:  I  think the
hon. Minister has said enough.

The question is:

“That  the Bill,  as amended,  be 
passed/’

The motion was adopted.

ANCIENT  AND  HISTORICAL 
MONUMENTS AND ARCHAEOLOGI­
CAL SITES  AND  REMAINS  (DE­
CLARATION  OF  NATIONAL  IM­
PORTANCE) AMENDMENT BILL

4 P.M.

Mr. Deputy-Speaker:  The  House
will now take up the Ancient and 
Historical Monuments Bill. Who  was 
ihe Member  in  possession  of  the 
House?  Shri V. G. Deshpande.  He 
AS not in the House.  Dr. N. B. Khare.

J>T, N. B, Khane  (Gwalior): Sir, I 

want io say something  on this  Ar­
chaeological Monuments Bill.

Some Hon. Members:  Ancient and
Historical Monuments BilL

Dr. N. B. Khare:  The meaning l8
the same.

Mr. Deputy-Speaker: Hon. Members 
will be short, sweet and brief.

Dr. N. B. Khare:  I shall be very
short and crisp.  I won’t take more 
than 6 or 7 minutes.

When the British  conquered  this 
country, in the first flush of their vic­
tory, they destroyed  from  political
motives some of our monuments like
the Peishwa’s palace  in Poona. Rai-
garh, the palace in Nagpur and some 
other things.  After  some  time  it
was Lord Curzon, who, though he did 
jso many  bad things to this country

did one good thing when he focussed 
the attention  of this country on this 
important branch of knowledge. Then, 
Sir, when this Congress Government 
came into power, it has now brought 
this Bill after 6 or 7 years.  I have 
got full sympathy for this Bill.  I am 
glad that the Congress  Government 
has  brought  this  Bill  before  the 
House.

Mr. Deputy-SpeiOcer: It is only  an 
Amending Bill.

Dr. N. B. Khare:  I do  not  care
whatever it is: whether it is an amend­
ing Bill or otherwise. I have got my 
sympathy for this Bill.

But, I must say that  I am rather 
doubtful as to how far the Congress 
Government would be inspired to ac­
tively engage itself in promoting this 
branch of knowledge.  When we, in 
our lectures or anywhere else, talk of 
our ancient  past and the glory  of 
India, they are rubbed in the wrong 
way and they .tell us to  bury  the 
past and not refer  to it and always 
look to the future.  These are  our 
mentors: all glory  to them.  These 
mentors are now bringing  this  Bill 
before the House to dig up our  past 
buried in the ancient monuments. Sir, 
when we refer to our past subjective­
ly by mere words they are upset and 
now they want by this  Bill to dig it 
up and present it before us, objective­
ly in a concrete shape or form.  This 
is cynicism.  How far they are sin­
cerely behind this, I do not know.  I 
am rather sceptical about it.  If we 
realise and apply the theory of Eins­
tein of relativity of space to time, all 
these tenses of past, present and future 
will vanish into nothingness, and we 
get a whole picture of history whether 
glorious or otherwise.  When we re­
fer to our ancient glory and wisdom, 
when  we say this, we  are  called 
names; we are called revivalists and 
reactionaries.  Why?  If these people 
revive all these ancient glories by dig­
ging them up and exhuming them,  I 
do not know what I should call them. 
Shall I call them exhumers or grave 
diggers?  I do not know.




