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ORAL  ANSWERS  TO  QUESTIONS

Steps to p.-atect Interests of Depositors 

in Companies

*490.  SHRI R.K. MHALGI ;

SHRI K. MALLANNA :

Will the Minister  of LAW, JUSTICE 
AND COMPANY AFFAIRS be pleased 

to state :

(a) whether there is any proposal under
the consideration of Government to take 
steps to protect the interests of depositors 
in public and private companies ;

(b) vvhet!iar  Government  are  avîare 

that sorae companies offer high rates of 
interesst  to attract deposits  and  some 

retired persons and middle class families 
invest  in  deposits  in  such  companies 
lured by  high rates of injerest and after 

paying interest for a year or two, some 
of these companies  neither pay the in­
terest nor return the capital, putting these

families  to  considerable hardship ;  and

(c) if so, the action Government pro­

pose to take to save the poor people parti­

cularly  thr  retired  persons  who  have 
invested in deposits ?

THE MINISTER OF LAW, JUSTICE 
AND  COMPANY  AFFAIRS  ŜHRI 
SHANTI  BHUSHAN) :  (a)  to  ic) ; 
A statement is laid on the Table of the 
House.

Statement

fa)  The  Department  of Company 
AflTairs  is  concerned  with  acceptance 

of deposits by non-banking non-financial
companies which come within the ambit of
Section 53A of the Companies Act, 1956.

The High Powered Expert Committee set 

up by  Government under the Chairman­

ship of Shri Justice Rajindar Sachar has 
made certain recommendations in Chapter 
IV of its Report on the question of accep­
tance of  deposits from public by private 
limited companies and in Chapter X of 
its Report regarding the measures to be 

taken to further safeguard the interests 

of depositors in public limited companies.
A copy of the said Report was laid on the
Table of the house on 30th August 1978. 
These  recommendations  are  under  the
active consideration of the Government

and an amending legislation on these and
other recommendations, as necessary, will
be introduce in due course.

(b) The rates of interest offered  on

deposits  by  the  companies are usual ly 
higher than the rates offered by the banks.
F rom a large number of complaints received 
from  depositors  Government  is  aware 
that  certain  companies  have  failed  to 
refund deposits on maturity nor paid in­

terest thereon. It is likely that such de­
positors include retired persons and mem­
bers of middle class families.

(c) On the basis of the recommenda­
tions of a Study Group set up by the 

Reserve Bank of India under the chair­
manship of Shri J.S. Raj,  the Companies 

(Acceptance  of Deposits)  Rules,  1975, 
have already  been amended in  March 
1978 requiring non-banking non-financial 

companies to indicate in the advertise­
ments  inviting deposits, in  addition to 

summarised financial position of the Com­
pany, the amount which the company can 

raise by way of  deposits, the aggregate 
deposits held and the amount of  deposits 
wiiich are overdue for repayment so that 

an intending depositor would be able to 

judge for himslef whether he should make 
a deposit in the company.  Each deposit- 

accepting non-banking non-financial com­
pany is also required to deposit or invest 

by 30th April  eachyear, 10% of its de­
posits maturing during the  year ending 
31st  March  next following  and  such 

amounts can be utilised only for repayment 

of deposits.

Further action to safeguard the interests 
of depositors will be taken as indicated in

(a) above and such action will cover all

categories  of  depositors  who  deposit
mosey in non-banking non-financial com­

panies.
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SĤl R..K, MHALGI : It has been 
stated in the reply that large number 
of complaints arc received from the de­
positors and the Government is aware that 
certain companies have failed to refund 
deposit on ia uurii}, noi h ivo paid interest 
thereon.  Miy I know from the hon. 
Minister the approximate number of such 
complaints and the names of such com* 
panics which have failed to pay the in­
terest as well as the deposit amount on 
maturity ?

S4R.I SlIWH BHUSHAN : I would
not be able to e[ive the number of com­
plaints because the number is very large.

SHRI R.K. MHALGI : Is that number 
in thousands ?

SHRI SHANTI BHUSHAN : If a specific 
notice is given with regard to the number 
of complaints, we will find out the number 
of complaints that we have received.

I may inform the hon. Member that in 
suitable cases, prosecutions are launched 
whenever there is a violation of the pro* 
visions of the Companies Act in regard 
to the deposits.  And upto 31st December, 
1978, prosecutions have been sanctioned 
in 66 cases out of which prosecutions 
have  actually  been  launched  against 
51 companies and in five of these caŝ, the 
courts  have  already imposed penalty 
etc.

SHRI R.K. MHALGI : May 1 know 
what are the main 1 ecommendations of 
Justicc Sachar  Committee ?  Do they 
include  the  deposit insurance  scheme 
which was introduced after the failure of 
Palai Central Bank ?

MR. SPEAKER : The report has been 
placed on the Table of the House.  It is 
accnsiblc from the records .

SHRI R. K.  MHALGI :  Have  the
Government accepted the recommendations 
of the Sachar Committee and are  they 
ready to introduce a Bill in this session 
itself ?

SHRI SHANTI BHUSHAN : The re- 
commendations of the Rajmdar Sachar 
Committee are numerous.  They are at 
present under consideration of the Go­
vernment. Government is in the process of 
taking decision on those recommendations. 
But the Government expects that in the 
current session, one Bill not covering all the 
recommendations but many of the re­
commendations, is likely to be introduced.

SHRI BAPUSAHEB  PARULEKAR : 
The answer to Part (B) of the question 
mentions that from a large number of
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complaints received  from  depositors, 
Government is aware that certain com­
panies have failed to refund deposits on 
maturity nor paid interest thereon and 
in reply to Part (c), certain steps  have 
been mentioned.  I would like to know 
whether in order to achieve the desired 
objective, the Government  proposes to 
amend the criminal law of the country 
like die Indian Penal Code to punish very 
severely the parties who defraud the de­
positors through fraudulent mehtods or by 
absconding  ?  Whether  Government 
proposes to introduce compulsory deposit 
insurance scheme covering deposits over 
Rs. 5000/ ? If not, the reasons.

SHRI SHANTI BHUSHAN :  So far 
as the amendment of the Penal Code is 
concerned, there is no intention to amend 
the Penal Code because so far as the 
violation of the provisions of the Com­
panies Act to secure the interest of the 
depositors is concerned, it is a contraven­
tion of the Companies Act for which there 
is adequate provision for punishment etc.

So far as the ease of express fraud is 
concerned, that way if it is covered by the 
provisions of cheating, then it is already 
covered  by the Penal Code. But many 
a times, what happens is that the com­
pany does not defraud bu<  the  com­
pany under a certain expectation takes 
deposits but thereafter, the code of business 
of the company does not place itself in 
such a position as to be able to repay.

WAN HON. MEMBER ; Why do you 
defend the cheats i

SHRI SHANTI BHUSHAN : If answer­
ing a question in Parliament is defending 
the cheats, I am defending the cheats. 
All I am saying is how these frauds arise. 
These frauds arise in two kinds of ways. 
That is why, all kinds of safeguards arc 
being introduced and many other safe­
guards are under consideration.

So far as the specific question is con­
cerned, namely, compulsory insurance erf* 
the deposits, well, the Rajindar Sachar 
Committee has not made any recommen­
dation in this regard.  The Raj Commi­
ttee which was appointed by the Reserve 
Bank and which hadg one into this question, 
was also against imposition of such a 
thing.

So far as tbe deposits in banks are 
concerned, they are insured and the de­
positors interest is secured but they carry 
lesser rate of inteiest.  Now, those who 
are not satisfied with the rate of interest 
which the bank gives and under the 
attraction of higher rate of interest want 
to go to a company to make deposits, 
obviously they will have to take certain
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risks.  Otherwise, there is no question of 
converting  the companies into  banks. 
Therefore, all the expert opinion is against 
that.  After all, it is for a person con­
cerned, the intending depositor, to study 
the aspects of the company to safeguard 
his interest so that he may nave the fullest 
information abojut the financial position 
of  the  company,  etc.  and  that 
in  this matter  there  should  !«•  no 
fraud / and deception on him.  Necessary 
safeguards have been inttoduced to se­
cure his interest.  Limits have been im­
posed to the extent a company can take 
deposits, etc. but thereafter, it will not be 
possible to have this scheme.

SHRI S. R. DAMANI : May I know 
from the hon. Minister whether he has got 
the figures of the total deposits with these 
companies on 31st December 1978, and 
further,  what is the  amount involved 
where these companies could not fulfil 
tbe obligations during the last six years ?

SHRI SHANTI BHUSHAN: S11, accord­
ing to the information furnished by the 
Registrars of Companies during Novembei
1978  and December 1978, on the basis of 
returns of deposits  as on 31st March
1978  filed with them, 99 pubic limited 
companies and 41 private limited com­
panies out of 1734 public limited com­
panies and 2450 private limited com­
panies which had received deposits, failed 
to repay deposits on maturity although 
claimed.  The above  figures do not in­
clude those defaulting companies which 
might not have filed their teturns of de­
posits.  According  lo  the  information 
furnished by the Registrars of Companies, 
between September, 1978, and November 
1978, 1734 public limited companies and 
2450 private limited companies have filed 
returns of deposits as on 31st March 1978 
and the deposits to the extent of Rs. 573 
crores and Rs.  45  crores respectively 
were available with them.

SHRI S. R. DAMANI : Sir, My second 
supplementary was about the figures__

MR. SPEAKER ;  It is the second pait 
of his Supplementary.

SHRI SHANTI  BHUSHAN : Those 
figures are not readily available.
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