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instruments through which a  few
people control economic power, the 
funds of the second company are 
then utilised to gain control over a
third  company and this process
continues; and

(c)  whether Government are also 
aware of the practice of companies 
borrowing huge amounts from finan­
cial institutions end banks on the 
one (hand and lending the funds to 
other  people  indirectly  connected 
with the companies directors?

THE MINISTER OF LAW, JUSTICE 
AND COMPANY  AFFAIRS (SHRI
SHANTI BHUSHAN):  (a) and (b).
The Government is aware that inter­
corporate investment is an important 
instrument for gaining corporate con­
trol.  Any proposal for purchase of 
controlling interest in any other com­
pany by registered/registerable under­
takings under the MRTP  Act, 1969 
would require prior approval of the 
Central Government under sub-section
(4) of Section  23 of that Act.  In 
certain cases, such proposals may also 
require approval of the Central Gov­
ernment under  Sections  108A and 
372(4) of the Companies Act,  1956. 
Each case is considered on its merits 
in the light of the guiding principles 
contained in Section 28 of the MRTP 
Act, the Industrial Policy of the Gov­
ernment and other  relevant  consi­
derations.
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(c)  Under Section 295 of the Com­
panies Act, 1956 the prior approval of 
the Central Government is required in 
cases where public limited companies 
and the subsidiaries of such companies 
other than the Banking  Companies, 
are to grant loan or to give guarantee 
or provide any security to any direc­
tor, partner or relative of a director or 
firm in which such director or his rela­
tive is a partner and certain private 
companies  and  bodies  corporate 
in  which  any  director  has  any 
specified interest.  The  Government 
also ensures that the loan is granted 
only when the company has sufficient 
internally generated funds,
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