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DISCUSSION UNDER RULE 193
(ii) action taken report on the report of the
joint parliamentary committee on stock market scam
and matters relating thereto - contd.

Title : Further discussion on action taken report on the Report of the Joint Parliamentary Committee on Stock
Market Scam and matters relating thereto. (Discussion concluded)

MR. CHAIRMAN: Now, the Finance Minister may reply.

SHRI MANI SHANKAR AIYAR (MAYILADUTURAI): Sir, May | point out that we would have greatly appreciated his
presence in the House yesterday? | hope, he appreciates our presence in the House today.

THE MINISTER OF FINANCE (SHRI JASWANT SINGH): Mr. Chairman, Sir, first of all, | must express my regrets to
hon. Members that in yesterday's debate, | could not be present here, but the circumstances were entirely beyond
my control. | was required in both the Houses at one time. Then, | was also required at a third place on a
commitment that had been made many months in advance. | do apologise to all such hon. Members as were
aggrieved by my inability to be present in the House. Their aggrievement is entirely justified. | do appreciate very
much now that he wants to extract an appreciation from me. | do appreciate very much that the hon. Member is so
kind to be present to listen to the conclusion of the discussion.

Sir, | have gone through all the observations that were made by all hon. Members. Though | was not present here
physically, but that has not prevented me from being briefed about yesterday's discussion. Now, | am also very
grateful to the House and to the hon. Members for granting me this opportunity to respond to the many points that
have been raised.

I would primarily like to re-assert that the Government is fully committed to implementing the recommendations of
the JPC so as to ensure market integrity and the interests of the investors. Sir, there has to be a recognition of the
differences in the earlier difficulties of the market and the difficulties of the market in 2001. This is one of the
observations, and | think that it is not without validity, that if all the recommendations of the JPC of 1992 had been
effectively implemented, possibly the market misconduct of 2001 could have been avoided or at least, its impact
minimised. This is not anyone's point that the earlier JPC's recommendations ought not to have been fully
implemented and it is also nobody's point that had they been implemented, the beneficial effects of that would not
have been felt by the entire system.

Sir, now | wish to share that as far as the present JPC is concerned, we presented the Action Taken Report in both
Houses of Parliament on 9" May, 2003, that is, within the six month's time-frame that we were permitted and the
further progress report | have submitted on 121" December, 2003. We have taken seriously the observations of the
JPC of 2001 and, out of 276 recommendations of the JPC, 150 have been completed.

Now, there was the point made about the moral responsibility of the Ministry of Finance and of the Minister
regarding the role of the regulators. There is a distinction, | submit, between the situation that obtained in 1992 and
the conditions that prevailed in 2001. In 1992, the Controller of Capital Issues was lodged in the Ministry of Finance
and it is that Controller of Capital Issues who decided the price and the quantum of public issues. The Ministry of
Finance, then, regulated the stock exchanges. In 2001, SEBI, which was already nine years old by then, had all the
powers under the securities law and the Securities Appellate Tribunal has also been established.

The question here is about how much freedom regulators ought to have. That is a view that | have shared with the
House on several earlier occasions that freer the market the stronger the regulatory mechanism. 'Free market' is not
synonymous with 'free for all' and, therefore, it would be a mistake to assume that the regulator has a limited role or
no role. The freer the market operation, the stronger and more effective the regulator ought to be. It is also my
conviction that the regulator, not simply in this regard but wherever we do have regulators, must be free to operate,
they must be autonomous and they must have the authority to do so.

It is not the policy of the Ministry of Finance, neither is it my effort now to either go into micro management or the
day-to-day functioning of the regulator. That is the basic difference. | would also request the hon. Members to
reflect on all the reforms that have been introduced during this period. No doubt, the hon. Members are fully aware
of them. | do not wish to take up the time of the House, when the House is going to rise for the Winter Session.



We have also empowered SEBI through the Amendment Act of 2002 on the lines recommended by the JPC. The
Unit Trust Act has been repealed and the Unit Trust has been bifurcated. The Bill to de-mutualise stock exchanges
has been introduced and the Bill to amend the Banking (Regulations) Act has been introduced to pave the way for
regulation of corporate banks which was really the principal reason for the malfunctions in 2001. Therefore, it is
only as an aside that | would recommend to the House that these Bills be considered by the House and enacted
early.

There are hon. Members who raised the issue of the misuse of the Mauritius route as also about Overseas
Corporate Bodies, and they said that it lends itself to the manipulation of the markets. As has hon. Members know,
the facilities of the OCBs currently stand withdrawn. The other developments which are noteworthy include the T+2
cycle from the earlier T+5. SEBI has already launched an inquiry or investigation against 120 entities. Prosecution
proceedings in 18 cases have been launched by SEBI. SEBI has debarred 18 persons from associating with the
capital markets. As hon. Members know, Ketan Parekh, Kartik Parekh and their seven entities have been barred
from trading in stock markets for 14 years. | do not think it is ...(Inferruptions)

SHRI PRIYA RANJAN DASMUNSI (RAIGANJ): It is all a cover up.
SHRI JASWANT SINGH: | do not think it is fair to say that the Action Taken Report ...(Interruptions)

SHRI PRIYA RANJAN DASMUNSI : | would like to know as to who has been punished in the country? Millions of
shareholders of UTI have lost their money. Who has been punished except one top guy? Are other people not
there? Now the Finance Minister is saying that day-to-day micro monitoring is not possible. It was in the limelight on
the day when that scam took place. The then Finance Minister was posted with all information, yet he did not take
the Parliament into confidence and risked the lives of shareholders. It may not have happened today.

MR. CHAIRMAN : Let the Minister complete his reply.

SHRI PRIYA RANJAN DASMUNSI : He is trying to give a picture that everything cannot be done by monitoring at
the micro level. The then Finance Minister was fully responsible. He has been left untouched with day to day
development and did not take any action. It is the poor investor who has suffered. Who will compensate them?

SHRI JASWANT SINGH: Actually, the acoustic system in the House is quite effective. | recognise the hon.
Member's ire. That is in fact ...(Interruptions)

SHRI PRIYA RANJAN DASMUNSI : You have come to rescue him. On that day, the then Finance Minister should
have resigned and apologised to the nation. You have only come to his rescue.

SHRI VIJAYENDRA PAL SINGH BADNORE (BHILWARA): Sir, we are discussing the ATR and implementation of
JPC report.

SHRI PRIYA RANJAN DASMUNSI : The Minister is competent to defend himself. You need not protect him.
SHRI VIJAYENDRA PAL SINGH BADNORE : We were also Members of the JPC. That is why we are telling you.
MR. CHAIRMAN: Let the Minister complete his reply. Let us see after that.

SHRI KHARABELA SWAIN (BALASORE): Sir, Shri Dasmunsi was not present throughout the debate yesterday.
Had he been there, all these questions would have been answered.

SHRI PRIYA RANJAN DASMUNSI : | read more than Shri Swain does. | have to run a party, | know these things.
The Prime Minister also does not remain in the House always. Does it mean that the Prime Minister knows nothing
about anything? New Members should have some understanding and knowledge.

SHRI VIJAYENDRA PAL SINGH BADNORE : Only you have knowledge.
MR. CHAIRMAN: Do not interrupt the Minister. | request both the sides.

SHRI JASWANT SINGH: Sir, | recognise the hon. Member. It is very easy to say that the Action Taken Report is No
Action Taken Report. A great deal of action has been taken. | would like to assure, not just the hon. Member who
expressed his agitation just now but all hon. Members, that no guilty person will be spared.

SHRI MANI SHANKAR AIYAR (MAYILADUT URAI): Including Yashwant Sinha, or not?
MR. CHAIRMAN: You allow the Minister to complete.

SHRI MANI SHANKAR AIYAR : Sir, | welcome his saying that no guilty person will be spared. My question is, is
Yashwant Sinha a guilty party or not?



MR. CHAIRMAN: Let him finish his reply.

SHRI JASWANT SINGH: The question of guilt or innocence is both a process of investigation and for the courts to
determine. | cannot go into ...(Interruptions)

SHRI MANI SHANKAR AIYAR : Are the courts going to determine responsibility to Parliament?
SHRI JASWANT SINGH: No, no.

SHRI MANI SHANKAR AIYAR : He said that guilt or innocence is for the courts to decide. | am talking about the
ministerial responsibility.

MR. CHAIRMAN: Let there not be any interruption till the Minister finishes his reply. Let there not be any
interruption from any side.

=t wenra AT Bkt @@Ran) @ onft S $o AR @R S A FE1 §, TS 619 Dol 1 T ATl FFF 9gd S9! e | aaidl © [
QR AP BrgA AR &1 Amen @ a8

st AT WHY Y : 98 B TAfa v & o1 | vt vata saw 7E @ 21 8w w5t oft B g aed €1 &€ (caum)
MR. CHAIRMAN: | request the Minister to continue his reply.

=t geprer w7 Brardt @ S B e T8 oft s fream @ e e d @ s &€ (=au)

st s el o A A ger @5 it B9 €7 S e R - §e @ €)1 a€) ()

st weprer w1 Brardt | 59 a9 &1 s @ WY 6 SA@ at @ Sae vt @ s g 81 &€ (@aa)

MR. CHAIRMAN : Let the hon. Minister reply.

SHRI JASWANT SINGH: That is the point. | do not wish to add a further contention to the matter. The Report of the
Joint Parliamentary Committee has not found my distinguished colleague and the former Finance Minister guilty of
any misconduct on this arena. Therefore.. (Interruptions)

SHRI MANI SHANKAR AIYAR : | am sorry, Sira€; (Interruptions) They are demeaning the Report...(Interruptions)

SHRI PRAVIN RASHTRAPAL (PATAN): The Report has admitted that there was a failure of the Finance Ministry,
and the head of the Ministry is the Minister...(Interruptions)

SHRI RUPCHAND PAL (HOOGLY): There was a failure of the Finance Ministry...(Interruptions)
MR. CHAIRMAN : Let the hon. Ministry reply.

...(Interruptions)
SHRI MANI SHANKAR AIYAR : Please ask him to reply...(Interruptions)
MR. CHAIRMAN: We cannot ask him to reply in a way it suits youa€|

(Interruptions)

MR. CHAIRMAN: Hon. Member, please resume your seat.

...(Interruptions)

SHRI PRAKASH MANI TRIPATHI : Sir, he has spoken for one hour yesterday....(Interruptions) He cannot take the
whole House at ransom.

MR. CHAIRMAN: Let the hon. Minister reply.
Nothing will go on record except the reply of the hon. Minister.
(Interruptions) &€,*

SHRI JASWANT SINGH: Sir, | would conclude. If | persist with the issues, that agitates the Members. The debate
has been useful. | reaffirm my commitment that we will continue to act to improve the system. So far as the
subjective interpretations of the Report or subjective determination of who should be punished or who should not
be, it is not possible for me to assent to that.



...(Interruptions)

SHRI MANI SHANKAR AIYAR : In protest against the Minister's failure to live up to the principles that they
themselves talked 10 years ago, we wish to walk out of the House. But we will return immediately in order to
continue the discussion on unemployment situation in the country.

14.47 hrs
(At this stage, Shri Mani Shankar Aiyar and some other
hon. Members left the House.)
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SHRI VIJAYENDRA PAL SINGH BADNORE : Sir, he mad it a prestige issue. That is why he said: #% &< &1 wara €,
W Y arwemse ¢ wnsil .. (Interruptions) That is why they have walked out.
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