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Mr. Deputy-Speaker:
is:

The question

“That the Bill be passed.”

The motion was adopted.

BANKING COMPANIES (AMEND-
MENT) BILL—contd.

Mr. Deputy-Speaker: Now, the Bank-
g Companies (Amendment) Bill.

Shrl 8. 8. More (Sholapur): May I
bring to your notice, Sir, that accord-
ing to the previous agenda circulated,
the Ancient and Historical Monuments
and....

Mr. Deputy-Speaker: Last evening
it was announced in the House.

Shri 8. 8. More: I know that accord-
ing to the latest circular issued, the
agenda has been modified.

Mr. ‘Deputy-Speaker: It was also
announced in the House last evening.

Shril S. 8. More: But, we have been
complaining that the notice is alway¥
short.
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Mr, Deputy-Speaker: The hon. Mem-
ber will kindly resume his seat. We
have already said that the agenda is
being changed. This Bill was put off
on account of certain documents which
the hon. Minister wanted to circulate
to hon, Members. They wanted to
have sufficient time to look into them
and the hon. Minister wanted to have
sufficient time to circulate these
things. Now, the +Bill has come. To
avoid any surprise being sprung, it
was also announced last evening in
the House and the House also accepted
it. I am afraid there is no force in
this contention just now. Let us pro-
ceed with this Bill,

There was an amendment to refer
this matter to the Select Committee.
Shri Tulsidas had also a similar
amendment. Was that put to the
House? Are we on the Select Com-
mittee motion?

The Deputy Minister of Finance
(Shri A, C. Guha): We do not accept
the Select Committee motion.

Mr. Deputy-Speaker: The general
discussion is going on. Yes; Shri H. N.
Mukerjee.

Shri H. N. Mukerjee (Calcutta
North-East): Mr. Deputy-Speaker, !
find from the Objects and Reasons
appended to this Bill that it is the
Government's desire to relieve, by
means of this legislation, the distress
of the depositors. I fear, however,
that the Government has opened its
eyes a little too late and has now come
forward with a measure which is some-
what in the nature of a face-saving
device. I do not say that this measure
is not necessary. It is. But, it has
been long overdue. That is why I say
that it is somewhat in the nature of
a face-saving device that Government
has come forward after so much of
delay.

Bank failures happened on a dange-
rous scale as early as 1947 and by
now, it appears that all realisable
assets have been collected and mostly
spent. According to the report of the
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Banks Liquidation Proceedings Com-
mittee, out of 78 banks in liquidation
in West Bengal, oniy one has been
able to pay a dividend of 10 per cent.
fo its ordinary creditors, What I fear
is that this delayed and long overdue
enactment will not bring benefit to as
many people as it ought to. There is
now, I am afraid, hardly any question
of settling the list of debtors as recom-
mended by the Banks Liquidation Pro-
ceedings Committee. I also find that
steps to recover the claims of the
Banks in liguidation have already
been finally settled in most cases and
necessary costs incurred. These costly
law charges, a factor which the Deputy
Minister also mentioned very rightly,
have been mainly responsible for the
depletion of the funds in the hands of
the liquidators. My complaint is that
Government knew of the inadequacy
of the existing Acts to meet the re-
quirements of winding up proceedings
when it enacted an Ordinance in
September 1049. After that, we have
had three or four years' experience
in winding up proceedings to assist
us. If Government had given serious
attention to the whole matter and
shown real concern for the interests
of the creditors, not only to the
interests of the creditors, but also to
the whole question of assistance to
small business which these banks
which have usually gone into liquida-
tion often provided. something could
have been done “in the interests of
the creditors and public morality” as
the Government itself put it in one
of its communiqués. I say that any
Government worth its salt would have
been ashamed of the indifference and
inactivity which this Government has
shown on, this point. I feel strongly
about this because I remember that
in September this year. the hon. Deputy
Minister who is piloting this measure,
went to Calcutta and put all the blame
for whatever has happened on the
lay depositors. who do not understand
so much about the complexities of the
situation. when. as a matter of fact,
these depositors have been driven
from pillar to post.

If Government could not do any
positive good to the creditors, it has
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provided at least one element of posi-
tive harm. Under the Indian Com-
panies Act, it was obligatory upon the
liquidators, within a month of the
winding-up order, to call a meeting of
the creditors and contributories for
the sake of appointing a Committee of
Inspection to act along with the liqui-
dators. Further, it was the duty of the

 liquidator to summon meetings of

creditors or contributories who might
direct by resolution or whenever they
were asked to do so by people repre-
senting 1/10th of the value held by
the creditors or contributories. It was
also provided in the Companies Act
that the liquldators shall have regard
to any directions that may be given
by a resolution of the creditors and
contributories at a general meeting.
All that was done away with, and in
the Banking Companies Act, 1949,
which we are now going to amend, the
Court was given power to dispense
with meetings of creditors or with
the appointment of a Committee. That
very valuable right of the creditors
to exercise control over liguidation
was gone. This is a matter to which
Government has not, at least so it
appears, given sufficient attention. I
hoped that when this Amending Bill
was being brought into the picture
something would be done in this re-
gard, but nothing, I am afraid, has
been done.

As far as West Bengal is concerned,
that is a Province which, with
Travancore-Cochin, has suffered most
on account of banks going into liqui-
dation. In West Bengal, the winding
up of as many as B0 banks is being
made by the Courts through liquida-
tors appointed by them who are
mainly lawyers. Section 45(g) of the
Banking Companies Act empowered
the High Courts to make rules for
cheap and speedy disposal of winding
up proceedings. The Calcutta High
Court, where the largest number of
liquidation cases have cropped up, did
not think it it to frame any rules
even in four years’ time' 1 ask&d a
question In this House last year, and
on the 16th of December, 1932, the
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Finance Minister told me that the
Calcutta High Court had not found
the time to frame the rules for liqui-
dation proceedings. This is an example
of solicitude for the creditors and
generally for small business interests
in Bengal which the Calcutta High
Court has shown.

The Calcutta High Court has also
thought fit to appoint its Official
Receiver, in addition to his other
duties, to be liquidator of 44 banks,
not because it was desirable that these
44 banks should be looked -after by
an official attached to the Court, but
because they were of no interest to
private liquidators who want to be
appointed on account of the patronage
of High Court Judges or of Solicitors
who want to be appointed as liquida-
tors. These 44 banks were not worth-
while to these people. They would not
be touched with a pair of tongs by the
average practitioner who wants to be
a liquidator. They were not remunera-
tive; they had slender resources. But
in the case of one Bank—the Nath
Bank—the Calcutta High Court show-
ed a wonderful instance of its solici-
tude for everybody concerned. It ap-
pointed three liquidators at Rs. 2,000
per month, and of the three liquida-
tors two were dbsentee liquidators in-
cluding our distinguished friend, the
late Dr. Syama Prasad Mookerjee. We
all have much respect for the distin-
guished memory of our deceased friend,
but it is amazing how in the liquida-
tion of a bank a person of his eminence
who had hardly any time to devote to
liquidation proceedings could be ap-
pointed liquidator at such a high rate
of remuneration as Rs. 2,000 per month.
There were two others also. Thus
there were three, together drawing
Rs. 6.000 every month., This is the
reason why in the statement which
the Minister has so kindly supplied to
us we find that the Nath Bank—this
particular Bank to which I am mak-
ing a reference—spent in remunera-
tion to liquidators Rs. 2,30.321/3/-.
This is the way in which the Calcutta
High Court has behaved, and I men-
tion the case of the Calcutta High
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Court because I feel that West Bengal
has been a very great sufferer . on
account of this phenomenon of the
liguidation of banks and the High
Court has borne hardly its share of
responsibility as far as looking after
the interests of the creditof's was con-
cerned.

As far as these private liquidators
are concerned, the Committee has
made very unequivocal declarations.

Mr. Deputy-Speaker: As far as
possible hon. Members should avoid
any reflection on the High Court or
High Court Judges. Asg it is another
body which is also responsible to the
Constitution, no adverse references
should be made in this House. Of
course, there are the parties. The
parties can appear and they can take
exception to it. We do not know the
volume of business and other things
in the Court. Under these circum-
stances. such remarks may be avoided
as far as possible,

Shri H. N. Mukerjee: 1 certainly
appreciate what you have said, and 1
would not, in normal circumstances,
refer to what the Courts are doing, but
in view of certain rights being vested
in the High Court by this proposed
legislation, it is necessary for me to
point out how the Courts have behav-
ed in this particular regard. I speak
with a complete sense of appreciation
of the work the High Court does in
other respects, but as far as banking
liquidation is concerned, I feel it is my
duty to refer to certain phenomena
which have attracted the attention of
everybody and which can only be
bruited about in the Houses of Parlia-
ment and nowhere else.

Mr. Deputy-Speaker: I do not take
any exception. The hon. Member is a
very good speaker. He can use langu-
age which would not offend and at the
same time serve the purpose. The hon.
Member can easily say that such
amounts are very high or excessive,
that he feels that proper attention has
not been paid to the matter and so
on. There is no need to say further.
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Shri H. N. Muokerjee: As far as the
private liquidators are concerned, the
Banks Liquidation Proceedings Com-
mittee have said very unequivocally
that usually liquidation was carried
on in a “dilatory and inefficient way".
My submission is that if a proper en-
quiry is made it will be found that
liquidators have not discharged their
statutory obligations regarding sub-
mission of reports to the Courts or
timely flling of accounts or settling
lists of creditors etc., although they
have been in charge of liquidation
proceedings for four to five years or
more, Only in very few cases has
action been taken against banking
directors, and in some cases, as in the
case of the Girish Bank, such action
is found to be time-barred. This kind
of lapse on the part of liquidators has
happened. Numerous suits have been
permitted to be filled by the liquida-
tors for recovery of small unsecured
and unrealisable claims as low, I am
told, as Rs. 60 by incurring taxed
costs of Rs. 500 or more.

In this connection, I might refer to
the observations made by the Chief
Justice of the Calcutta High Court
who shows hrow many lakhs of rupees
have been spent as in-pocket and out-
of-pocket expenses of the Solicitors
concerned in most of these cases. As
regards the commission allowed by
the Court to liquidators, the Banks
Liquidation Proceedings Committec
have made severe remarks. It says,
for example, that there is a clear in-
stance of wide divergence of payments
as regards the costs of liquidation. In
Calcutta in the case of one Bank, the
liquidators realised about Rs. 85 lakhs
and earned a commission of about
Rs. 2'57 lakhs, whereas on the same
amount of recovery by the liquidator,
the commission under the Bombay
rates would not have exceeded
Rs. 86,600. This is from para. 29 of the
Banks Liquidation Proceedings Com-
mittee.

The liquidators are officers of the
Court. Many of them practising Mem-
bers of the Bar. But I have noticed
that for getting very minor directions
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of the Court or for passing accounts
they appear through counsel. This is
most amazing. They appear through
counsel or through Solicitors. They
might very easily appear in person,
but they incur unnecessary costs and
the Court allows it.

Shri B. Das (Jajpur-Keonjhar): Is
that not the system in the Calcutta

-High Court?

Shri H. N. Mukerjee: Wherever the
dual system is in operation, the
opportunity is easler to take hold of
for these people to get counsel appoint-
ed by Solicitors and so multiply costs.
In one instance—ot the Piloneer
Bank—I understand the creditors
raised an objection to this sort of
thing, viz., unnecessary costs being
incurred, but somehow judicial en-
couragement is not given to the credi-
tors in regard to their rights, but
encouragement is given to practitioners
tor whatever reason—that perhaps I
should not go into.

Then again, there is no uniformity
in liquidation proceedings. In calcutta,
one Judge, for example, said: “Day
to day joining of office from your
residence is not joining duty”, which
is a reasonable statement to make.
Another Judge, however, allowed car
allowance of Rs. 150 per month to the
liquidator of the Central Calcutta Bank
and permitted use of the Bank's car
and also permitted the allotment of
Rs. 800 for repairs to be made to the
car concerned. This kind of thing has
happened. While some liquidators
have obtained directions of the Court
not to file suits to recover small claims
where debtors cannot be traced., no
such general direction has been given
to all liquidators.

4 pM.

My point is this. Instances could be
given galore, of the performances of
our courts, and therefore I feel that
we should be very chary of inwvesting
the courts with such rights as this Bill
proposes to confer on them. Rules 76,
77 and 78 framed by the High Court
under the Indian Cbmpanies Act,
provide....



1167  Banking Companies

Mr. Deputy-Speaker: Is it not the
object of the Bill to appoint court
liquidators instead of ad hoc liquida-
tors?

Shri K, K. Basu (Diamond Harbour):
There is a provision to do away with
it also.

Shri H. N. Mukerjee: There is a
provision for the High Court to exer-
cise its discretion, and to keep the old
liquidators. My point is that it is very
dangerous, particularly in view of the
experience we have had already of
these present liquidators—and I say
s0 with all deference to the High
Courts—to invest the High Courts....

Shri A. C. Guha: May I point out,
Sir, that the option of the High Court
is very very restricted and limited? I
do not think any judge of the High
Court will use that option lightl$+in the
pending cases. All cases are to be
transferred to the court liquidators,
excepting those cases where the com-
pany law judge considers that such a
transfer will be prejudical to the in-
terests of the depositors. The order
has also to be passed in writing.

Shri H. N. Mukerjee: My difficulty
is this. The Chief Justice of the Cal-
cutta High Court has written to the
hon. Deputy Minister a letter—from
which he has quoted, and the text of
which has been circulated to us—
wherein the Chief Justice says:

“It will not be easy to remove
a liquidator already appointed,
because under the Companies Act,
he can be removed only on due
cause shown, and therefore gene-
rally speaking, the proceedings
now pending will continue to re-
main in the hands of the respec-
tive liquidators now in office.”

This gives us a very clear indication
of the way in which the discretion of
the court s going to be exercised.

Shrl A. C. Guha: Simply to avoid
that difficulty, we have made adequate
provision in this Bill, and at the sug-
gestion of the Chief Justice of the
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High Court himself. What has been
stated in the Chief Justice's letter is
the arrangement under the present
legal provisions. But here we have
provided just the opposite. All cases
aret to be transferred automati-
cally to the court liquidators, except-
ing such cases where the judge thinks
that a transfer will be prejudicial to.
the interests of the depositors. The
hon. Member is stating only the pre-
sent position. It is at the suggestion
of the Chief Justice of the Calcutta
High Court, that we have made the
other provision.

Shri H. N, Mukerjee: Under clause
6 of this Bill, the proviso to the pro-
posed new Section 38A(3) reads:

“Provided that where the High
Court is of opinion that the ap-
pointment of the court liquidator
would be detrimental to the
interests of the depositors of the
banking company, it may direct
the person appointed as the official
liquidator to continue to act as
such.”

The continuation, therefore, of the
present holders of the office of liqui-
dator is contingent upon the exercise
of discretion by the High Court con-
cerned, As far as the Calcutta High
Court, where the largest number of
this kind of cases cropped up, is con-
cerned, we can be sure that from what
the Chief Justice has stated, that dis-
cretion is very likely to be exercised
in a fashion, which at least I cannot
welcome. That is what I wish to point
out. I have not put in an amendment,
but my suggestion would be omission
of this proviso altogether, because
there have been very unambiguous
expressions used by the Banks Liqui-
dation Proceedings Committee, which
refer to the present Incumbents. I find
also that the Reserve Bank is very
likely to institute an inquiry into the
conduct of the present liquidators. If
that is so, any possibility of the pre-
sent liquidators having to be continued
in office, even as a result of the
exercise of discretion by the High
Court, is a possibility which I want to
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blot out, if I possibly can. I say this,
because of the experience which the
creditors have got. The creditors, the
depositors, and such other people have
represented their grievances to us, and
they want their case to be put as
strongly as we think with justice it
ought to be done. That is the point I
am seeking to make.

The courts have dismally failed to
wind up banks, in the interests of the
creditors. They seem to have kept the
creditors away from all knowledge of
winding-up proceedings, and normally
they have granted liquidators’ applica-
tions for dispensing with the appoint-
ment of a committee of inspection.
Now, of course, Government have come
forward with the idea that a court
liquidator should be appointed. So
far, so good, but you will get no more
than what can be called a sucked
lemon. Besides, the present liquidators
may continue, which as I have already
tried to explain, is a calamity. I say
this again, and I would repeat what
I said earlier, because the Banks
Liquidation Proceddings Committee
have categorically denounced private
liquidators as dilatory and inefficient.
I know some of thesé ligquidators.
Some of them happen to be my friends
also, and I know what they do. After
court hours, they go for a while {o
the office, go back home, come back
again the next day after court hours,
and charge the commission. This is
not the proper way of looking after the
interests of people’s money. Now what
are these small banks? These small
banks keep the savings of very small
people. poor rural folk, lower middle
class people, and as my hon. friend
Shri B. Das was pointing out to me,
wherever we find small banks as in
West Bengal, Bihar, Orissa and such
other States, these small banks are the
repositories of credit for small busi-
ness. These small people cannot go to
the big banks, and in fact, most of us
cannot o»en accounts in the Imperial
Bank. and so0 we want to open accounts
in the banks which are more accessi
ble to us, and whicn are rather easy
for us to tackle, and that is how the
common man gets into touch with
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these common banks. Now we find
these banks go into liquidation, be-
cause of the lapses of those who are
in charge of their administration,
and they are not brought to book. The
charge of these banks is given over
to barristers, who either have too
much of practice to have any time left
for looking after these banks, or barris-
ters, who have no practice at all, who

.merely live on these liquidation pro-

ceedings, and who have really not the
kind of training and equipment which
is very necessary in order that these
liquidation proceedings can properly
be conducted. That is why I suggest
for Government’s consideration that
court liquidators may perhaps be ap-
pointed from a wider circle, not
merely from barristers, and solicitors,
and chartered accountants, but you
may make a rule that lawyers of all
categories with ten or fifteen years'
experience, may apply, and the court
may appoint, whoever it thinks fit.

So, I suggest that especially in view
of the likellhood of an inquiry being
made by the Reserve Bank, into the
conduct of those who are holding the
job of liquidators at the present time,
we should be very chary about giving
them any possible hold upon liquida-
tion proceedings in the future. It is
good that Government have moved, but
Government have moved perhaps too
late—that is usual with Government—
and after so much of delay that much
of the benefit that could have been
expected out of this legislation would
no longer be available to us. Therefore
I suggest that Government should try
to make amends with all speed, by
framing this law in a form as bene-
flcial as it possibly can be to the
interests of the creditors, and as pre-
ventive as it can be. of the business
immorality which is so clearly sug-
gested by such a very large number of
bank failures in our country.

These are the points which 1 wanted
to place before the House, but I have
deliberately not given notice of any
amendments, because I wanted to place
my suggestions before the hon. Minis-
ter, in the course of the consideration
motion that is being discussed.
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Mr. Deputy-Speaker: . Before I call
upon other hon. Members, I would like
to announce one thing. The other day,
Shri M. S. Gurupadaswamy moved a
motion for referring the Bill to a Select
Committee. But at the time of making
the motion, he had not mentioned the
names. Therefore I could not read out
the names, but he has given the names
to the office later. Today he has not
appeared in the House, to resume his
speech. All the same, inasmuch as he
has given the names, and he has
already made the motion for referring
the Bill to a Select Committee, it does
not matter, if he is not present. I shall
read out the motion, so that this also
might be discussed, and referred to by
hon. Members, as has been done
already.

Motion moved:

“That the Bill be referred to a
Select Committee consisting of
Shri Rishang Keishing, Shri V.
Boovaraghasamy, Shri N. R. M.
Swamy, Shri N. Sreekantan Nair,
Shri Mangalagiri Nanadas, Shri
T. B. Vittal Rao, Shri 8. V. Rama-
swamy, Dr. Ram Subhag Singh,
Shri Diwan Chand Sharma, Shri
Jhulan Sinha, Shri Bishwa Nath
Roy. Shri Shyam Nandan Mishra,
Sardar Hukam Singh, Shri Arun
Chandra Guha, Shri Tridlb
Kumar Chaudhuri, and the Mover.
with instructions to report by the
last day of the first week of the
next session.”

Dr. M. M. Das (Burdwan—Reserv-
ed—Sch. Castes): Mr. Deputy-Speaker,
1 rise to give my support to this Bill
with a mixed feeling of satisfaction
and sorrow. I am glad that at long last
our Government has brought before
the House a comprehensive measure
regulating the ligquidation of banks—
a measure which will be beneficial to
the unfortunate depositors of this
country. At the same time, I am sorry
to see the unusually long time that
Goyernment has taken in bringing for-
ward this very important and urgent
plece of legislation. The largest num-
ber of banks crashed in this country
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during the post-war and post-partition
period, i.e. during 1946-47. My hon,
friend Shri Mukerjee from West
Bengal has used very beautiful phrases
in making allegations against the
Government. This is nothing but a
“face-saving measure of the Govern-
ment”, he says. Another beautiful
phrase he has used is “indifferent in-
activity of our Government”. I want
to tell him that at the time when all
these banks in West Bengal, Punjab,
Madras and Bombay crashed, Govern-
ment was not sleeping over the matter.
They were watching the situation with
the greatest interest and adopting
necessary measures.

Shri T, K. Chaudhuari (Berhampore):
You mean these failures?

Dr. M. M. Das: They were fully
aware of the facts and were vigilant.
To meet the situation, they promul-
gated Ordinance after Ordinance
governing the administration of the
banks in our country. The evolution of
the laws regulating banking in our
country has been a very gradual pro-
cess based upon practical experience
and actual difficulties. Measures were
adopted piecemeal one after another
when the situation demanded them.
Unlike the Indian Companies Act
which had the English Companies Act
before it as its model, “the Banking
Company’s law” in India had no pre-
cedent in the British statutes. Thus,
we find that at the end of the war
when evil days befell our banks and
many of them began to crash one after
another in rapid succession. Govern-
ment tried to meet the situation by
adopting legislation after legislation
as and when the situation so
demanded.

In 1944, a new Section was added to
the Indian Companies Act which then
guided the banking companies. In the
year 1946, an Ordinance—called the
Indian Banking Companies (Inspec-
tion) Ordinance—was promulgated.
During thre latter part of the same
year, i.e. 1946, the Banking Companies
(Restriction of Branches) Act was
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passed. Again in 1948, an Ordinance—
called the Banking Companies (Con-
trol) Ordinance—was promulgated. I
want to ask my hon, friend Shri
Mukerjee from West Bengal whether
the passing of these different Acts and
Ordinances shows that the Government
was callous or that it was sleeping
over the matter as he has alleged?

Shri Sarmah
With what results?

(Golaghat-Jorhat):

Dr. M. M. Das: That is altogether a
different question. Finally in Mar_ch
1949, the Indian Banking Companies
Act was passed in which were em-
bodied all these different legis.ations
promulgated plecemeal, with necessary
modifications. But although a compre-
hensive and new legislation relating to
the banking companies in this country
was enacted, yet the winding up opera-
tions and procedures and the liquida-
tion procedures were left to be guided
by those provisions of thre Indian Com-
panies Act which guided the liquida-
tion procedures of the other joint
stock companies. It did not occur to
our Government that the basic differ-
ence between a bank and a non-bank-
ing joint stock company requires and
demands a difference in the liquida-
tion procedures also. This omission,
this fallure on the part of our Govern-
ment, to evolve.a suitable and appro-
priate legislation for the liquidation
procedures of our banks was indeed a
retrograde step. It certainly betrays
lack of imagination and foresight and
also lack of proper appreciation of the
facts. If the legislation that is before
us today had been incorporated in the
Indian Companies Act of 1949, then I
am sure a few million more rupees
would have gone into the pockets of
the lawful owners—the unfortunate
depositors who very indiscreetly and
unfortunately deposited their money
with banks of doubtful stability and
integrity.

As a Member coming from West
Bengal, I am not able to take lightly
the unusually long time which our
Government hag taken—more than
four years: from 1848 to 1853—to
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evolve a really efficient and compre-
hensive measure which will benefit the
depositors of our country. Some of my
hon. friends during the discussion on
a previous Bill a few days ago criti-
cised. or rather questioned the pro-
priety of promulgating an Ordinance to
enforce the provisions of a Bill which
would be brought before this House
later on. So far as the Ordinance that

. enforceg the provisions of this parti-

cular Bill is concerned, I have not the
least doubt in my mind that our Gov-
ernment would have committed a
greal mistake if they had not promul-
gated that Ordinance before. The
liquidation procedures adopted in the
case of some banks in Bengal revealed
the astounding fact that while the
expense of liquidation amounted to
Rs. 39'81 lakhs, the moneys returned
to the depositors totalled only Rs. 17-64
lakhs. It was criminal on the part of
any Government to allow liquidation
procedures to continue in this manner,
Government had to stop this process.
And the only way in which they can
do it was to promulgate an Ordinance
to this effect.

Coming to the Bill itself, Sir, the
most important provision that has
been made is the appointment of a
Court Liquidator by the High Courts
of this land. This question of the
appointment of a Court Liquidator,
Sir, has been gone into in great detail
by the Banks Liquidation Proceedings
Committee. In their report, in para. 76,
the Committee has said:

“The advantages of the Court
Liquidator may be stated as
follows:

Multiplication of staff is avoid-
ed. In Calcutta, for example,
where there are 34 Banks under
the control of private liquidators.
each liquidator has his own staff
and the expenses of his office,
including rent and salaries are
paid from the assets of the Com-
pany. In the case of a Court
Liquidator, there will be one office
and one staff, paid by Government
to deal with all liquidations.”
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Again, the Committee said, ‘“‘there
will be considerable savings in costs.
Moreover, the official liquidator being
an officer of the High Court has ready
access to the Court and can get his
instructions from the Court more
speedily and without the necessity of
engaging Solicitors or Counsel”.

Sir, the appointment of the liquida-
tors by the High Courts is not some-
thing new or novel, that has been
recommended by the Banks Liquida-
tion Proceedings Committee. The
ofice of the Court Liquidator at
Bombay was established as a Govern-
ment department under the superin-
tendence of the High Court by a re-
solution of the Bombay Government
in consultation with the High Court
about 22 years back, The service
rendered by the Court Liquidator at
Bombay is well-known and acknow-
ledged both by the Central Govern-
ment and the Reserve Bank. What
astonishes me, Sir, is why similar
arrangements were not made and
similar Court Liquidators were not
appointed by the High Courts in other
States of this country, especially in
West Bengal, Punjab and Madras
where the number of bank crashes
were in no way less than that in
Bombay.

Shri B. Das: You are blaming the
West Bengal Government, 1 think,

Dr. M. M. Das: Whatever it may be,
1 am expressing my views on this
point.

As for myself, Sir, I wish to say
that the Reserve Bank should be ap-
pointed as the official liquidator. I do
not understand, what difficulty our
Government has, what difficulty the
Reserve Bank has, in undertaking this
responsibility.

Shri B. Das: The Reserve Bank is
sleeping: it does not know its duty!

Dr. M. M. Das: Sir, the Banking
Companies Act of 1940 has given to
the Reserve Bank practically unlimited
power for thre proper administration
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of the scheduled banks. In my opiniom,
the responsibility for the administra~
tion of the liquidation proceedings of
the Banks should also be entrusted to
the Reserve Bank. Sir, I fully appre-
ciate the cogency of the argument
that has been advanced against this
procedure. But, I do not propose to
confer exclusive jurisdiction on the
Reserve Bank In relation to these
liquidation proceedings. What I do
propose is that in all cases the Reserve
Bank should be appointed -official
liquidator to carry on the liquidation
proceedings under the guidance, super-
vision and superintendence of the
High Courts. But, this is a very intri--
cate and complex question and I admit,
Sir, there is enough room for differ-
ence of opinion.

A similar question also arose before
the Company Law Committee and the
Company Law Committee, after due
deliberation recommended the setting
up of a “central authority” like the
Board of Trade in England which will
execute the winding up operations of
the Joint Stock Companies. But our
Government did not accept that recom-
mendation and in the Companies Bill,
that has been introduced in this House
during the last session, Government
has made another amendment for the
appointment of “official liquidators” in
the High Courts. Sir, section 411 of
the Companies Bill, 1953, reads thus:

‘“there shall be attached to each
High Court an Official Liquidator
appointed by the Central Govern-
ment, whb shall be a whole-time
officer, unless the Central Gov-
ernment considers that there will
not be sufficient work for a whole-
time officer......."”

This provision, Sir, for an Official
Liquidator in the Companies Bill
appears to be very similar to the Court
Liquidator that has been provided for
in the measure before us today. The
only difference that I find is in the
appointing authorities. In the Bank-
ing Companies (Amendment) Bill, the
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appointing authority is the High Court
whereas in the Companies Bill, we find
that the appointing authority is the
Central Government. I do not under-
stand the significance of this difference
in the appointing authorities. I hope,
Sir, my hon. friend, the Deputy Minis-
ter who is piloting this Bill may throw
some light on this point in his reply
to the debate.

Sir, there are many other points
which I propose to take up during the
second reading of this Bill. I give my
whole-hearted and unstinted support
to this measure.

Shri B. Das: Sir, my hon. friend
Shri A. C. Guha concluded hig speech
the other afternoon by saying that he
does not wish to be proud fo have
fathered this legislation but he will be
very happy if he will do away with
all the tragedy that happened in
Bengal and there will be no more
failures of Banks. I know him for so
many years and his great services to
the cause of nationalism. Naturally, he
is very very modest and in all humi-
lity he says he seeks the happiness of
the people. That has been one of his
pet ambitions in life. Sir, I support
this Banking (Amendment) Bill

Sir, I happen to be a neighbour of
my friend Mr. Guha. Out of the 80
Banks that got liquidated in Bengal,
as many as 40 of them exploited people
in Orissa. They established in small
towns of Orissa branches of their
banks. They shut the doors and vanish-
ed when sufficient money was collected.
I am giving you an instance. One of
them—The Kamrup Bank came from
Assam. (Interruption.) Sir, these small
banks which got themselves liquidated
in Bengal caused so much of hardship
and distress to the shareholders, the
middle class families and the small
depositors who were mostly middle-
class and lower middle-class people.
They had to be thrown on the mercies
of the ambitious company, promoters of
Bengal and other parts of the country
including Travancore-Cochin.

The Reserve Bank's name has been
mentioned. I just mention that the
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Reserve Bank has done nothing in the.
rehabilitation of these small struggling.
banks. I was one of those who were
there at the baptising ceremony of the
Reserve Bank in 1934-35. It was a
Bank of the colonial rulers of India.
designed to meet the requirements of
the alien Government, along with the.
Imperial Bank of India which was
alien controlled then and even now. It
brought in the list of the.
scheduled banks of the capitalists and.
industrialists of India who only
thought in their own terms of economy;
and not in terms of the masses and:
their economic welfare or in terms of!
sma)l industries. So, the Scheduled!
Banks, including that Imperial Bank
and the Reserve Bank of India all
combined. They did not help to develop
Bengal, Assam, Orissa, Travancore or
any other place. They helped in the
development of Bombay and Calcutta
cities where the industrial magnates:
live, of whom 90 per cent. were foreig-
ners or 'foreignised’ Indians who aped!
the foreigners in the matter of the.
exploitation of the masses.

I am taking you back to the period’
before 1946-47. Now, the Reserve Bank
has become the National Bank of
India. I have blessed it. I was present
on the floor of this House when it
became a National Bank. But its re-
lationship as a national Bank does not
quite fit in with the Imperial Bank of
India. It is high time that the Imperial
Bank should be nationalised. But the
Reserve Bank, through the Finance-
Minister, will have to account to this
House as to what happened to the huge
invisible balances under the control of
the Imperial Bank., Have they been
spirited away or vanished or are they
still under the control of the Imperial
Bank authorities and the Reserve
Bank? And yet, the Imperial Bank is
the Banker for the Central and State
Governments on behalf of the Reserve
Bank.

Mr. Deputy-Speaker: How is all that
relevant to this Bill?

Shri B. Das: A little, Sir. T am just
developing my point. I shall not be
taking much time, but I want to speak:
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once, because banking is a pet subject
of mine.

Mr. Deputy-Speaker: It is a very
interesting subject but that should
have connection with the motion under
discussion.

Shri B. Das: I am coming to that.
The Imperial Bank has to be nationa-
lised. Whether it is still to be called
Imperial Bank or not, it should be
nationalized properly, as the Reserve
Bank now is.

Now, look at the small people and
the small scale industries, with their
constant dreams and hopes to develop
small scale industries. The share-
holders are small lawyers and clerks
and they make these banks and we
can help them in their effort to develop
every part of India. Even in the south,
in Madras, and In every part of India,
the small people create these banks.
"The Reserve Bank—not the present
nationalised Reserve Bank, but the
mrevious Reserve Bank—came to con-
1rol the scheduled and the non-sche-
duled banks. Those banks could not
stand that control of the Reserve Bank
which was so mechanised and ‘foreig-
nised’. When the crash occurred in
Bengal, most of us wanted our dreams
of swaraj to be realized, and the econo-
mic development of India to come into
fruition. Then, the small banks both
scheduled and non-scheduled,—one
Bank called the Nath Bank previously
mentioned—all tried to help the indus-
tries. Shall I tell you, Sir, today in
Calcutta, small industries are not pros-
pering. The Reserve Bank has no
thoughts for them. It has yet, in this
sense, to be nationalised. 1 hope the
nationalist Governor of the Reserve
Bank—my old friend—will do that. but
1 understand he is retiring in a few
months. But I hope the nationalist
Governor of the Reserve Bank will
understand that the Reserve Bank
which was started in 1934 with high
objectives to help the Industries and
agriculture will now see that money
flowed to the people and agriculturists.
There is nothing that now flows. Only
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ink flows on the paper and that was
dripping on the paper and that has
dripped on the floor of this House.

lslu'i A. C. Guha: There is another
Bill amending the Reserve Bank Act,

Bhri B. Das: I hope it will come. I
am only trying to tell you that the
Reserve Bank should be nationalised
in all its functions.

Mr. Deputy-Speaker: Also, the
Imperial ‘Bank Act?

8hri A. C. Guba: No, Sir.

Shri B. Das: It won't come. The
bogey of India and Pakistan is there.
You are not agitating. The financiers
are not politicians. The Finance Minis-
ter, the Deputy Finance Minister, are
not politiclans here. They must be
purely economic and finance-minded.
You and I know for the last six years
what is worrying the minds of the
Government of India. But I leave it
there. I will come to the point which
I was trying to make, The Reserve
Bank is guilty. It has never helped,
it would not help the non-scheduled
banks to rise and prosper. It was a
pure foreign bogey under the British
cloak. It is foreignised, and it was
purely a bogey up to 1946. They then
passed an Act here but their Agent
the Imperial Bank remains unnationa-
lised. They never trled to understand
what was the needs of the people. I
now understand that the Calcutta
small industries appointed a com-
mittee of enquiry. They found that
there are now no small banks—
only small-scale of financing. They
found they have all gone. They now
borrow at 15 per cent. They go to the
‘Kabuli’ to borrow money. The Gov-
ernment of Indla have now got the
rehabilitation banks, and this morn-
ing I put a question to my friend, Mr.
Guha, about the States Finance Cor-
porations. I do not know how they
are helping the corporations. I hope
they will help the small industries as
the Industrial Finance Corporation is
doing for large industries The indus-
trial Finance Corporation have not
brought hope to me or to my
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friend, Mr. Guha, while he was sitting
on this side of the House. I do not
know what he is thinking. I do not
want to know what he thinks about it
and about the Industrial Finance Cor-
poration. I do not want to know it,
but everything that the Government
have done so far is to help the capita-
list structure of society....

Mr. Deputy-Speaker: That is a re-
port of the Committee. Evidently, the
hon. Member is considering it.

Shri B. Das: The report has not been
laid on the Table of the House. I hope
the Minister will enlighten me on that
point.

Shri A. C. Guha: It will be laid.

Shri B, Das: It has taken a long
time to print it. I am afraid there is
something wrong in the printing press.

Shri A, C. Guba: I said it will be
laid.

Shri B. Das: I trust him. It is a
tragic situation. It was so in Travan-
core in those days when the then
Dewan ill-treated the 'Congress’ Tra-
vancore Bank. He shut ‘down the bank.
Most of them were imprisoned and
derided. The small banks could not
stand the competition and the rigorous
rules of the heartless, merciless Reserve
Bank or its black ally, the Imperial
Bank. So, these big banks never came
to their help and rescue. That happen-
ed, of course—my friend, Mr. Hiren
Mukerjee said that the directors were
lawyers and the banks had to be liqui-
dated. When we talk of liquidators, I
know—and my friend Mr. Guha, the
Deputy Minister, gave a graphic des-
cription of how property has been
transferred in the name of the lawyer
Director. his wife and children. I
hope it is a matter for lawyers to take
up. But whatever that may be, I want
the economic development of the
country. There was so much hope of
that taking shape, but those hopes at
the end of the second war were blight-
ed by those liquidations, and the ques-
tion has been asked whether the
liquidators did not function. I am glad
my friend Dr. M. M. Das agreed with
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me. The Bengal Government was not
as alert as the Bombay Government.
They did not look into the liquidation
aspect. The Bengal Government ought
to have done that.

I am glad that our Government
have brought this Bill. I am not here
to praise it, but I feel the Reserve
Bank has yet to get my certificate,
because it should function as a
national bank through its agency, the
Imperial Bank.

Everybody is talking of depositors.
Nobody has said a word about the
patriotic shareholders. I happen to be
a shareholder of two liquidated banks.
The Managing Director of one of the
banks was our worthy friend in the
former Assembly—the late Mr. Akhil
Chandra Dutta. That bank went into
liquidation. I am a man who does not
understand anything of thé work of
lawyers.

Shri A. C. Guha: If the hon, Mem-
ber has not paid the full amount of
the share, I think the liquidator will
ask him to pay the balance.

Shri B. Das: That is why I dislike
the High Courts. The High Court did
ask me to pay the balance and I had
to pay it. But I would say....

Mr. Deputy-Speaker: The High
Court only enforces the law. The
hon. Member must thank himself if
the High Court does not enforce it
against him. The law is passed here.
The High Court enforces it.

Shri B. Das: My friend, and our
great friend, the late Mr. B. N. Rau
is no more. He tried to adapt the
laws to our conditions of sovereignty
but if the laws had been adapted in
the old fashion, it is for some of us
to adapt the laws to suit our own
national dignity and the High Courts
or the Supreme Court are not there
for that purpose and treating the laws
in a way as if there is no national in-
terpretation of them.

Dr. N. B. Khare (Gwallor): Is not
law an ass?
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Shri B. Das: I bow to the opinion
«©f my experienced friend; we have
‘been co-workers in life for a long
‘time. But this is my point: that my
friend will write an epitaph or asking
the Finance Department to do it on
these  defunct shareholders, “in
‘memory of the shareholders of small
‘Banks who, out of their patriotic
-spirit towards national industries died
‘unmourned and their children left
starved for ever”.

Mr. Deputy-Speaker: The liquida-
‘tor may yet pay full sixteen annas in
the rupee.

Shri B. Das: You are an eminent
lawyer, but I have no faith in the
lawyer liquidators. As some hon.
friend pointed out, liquidators need
not always be lawyers and the process
of law is terrible, harassing ununder-
«standable.

Mr. Deputy-Speaker: This measure
is to do away with lawyers.

Shri B, Das: But lawyer liquida-

An Hon. Member:...are swindlers.

Shri B. Das: I am glad such an
-eminent lawyer is saylng that liqui-
«dators are swindlers.

I have to say one thing. This is a
preventive law and the first one to
be framed after our independence.
But it is high time that the Reserve
Bank should be advised to function
nationally and to think in national
{erms, not in the terms in which busi-
ness of banking, management of
national credit fellow practices of
England and the United States of
America. The Reserve Bank must
function with a soul and I hope that
soul will be brought in by measures
which will be sponsored by the hon.
‘Minister.

‘But, Sir, what is the Reserve Bank
doing and my hon. friends on the
"Treasury Benches doing about the
economic development of our country,
for promotion of banking habits
among our people? There is that body
known as ‘the Planning Commission
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sitting somewhere in the Rashtrapati
Bhavan. It sometimes issues long tales
about its doings. We hear of small
savings certificates and :mall savings
ad\fértisements.

Shri K. K. Basu: Only for news-
papers!

Shri B. Das: I am too 2ld to read
everything, my friend is an active
economist.

These small non-scheduled banks
should not be allowed to go into liqui-
dation. The Britishers, the colonial
Government that ruled and crushed
us, would not allow any private
Indian banking to develop, with the
result that big private bankers like
Dagu in Madhya Pradesh went into
liquidation. But in Bombay there are
still private banks run by ladies the
turnover of which amount to crores.
It is now my Government that is in
charge of the affairs of this country: I
share their joys and sorrows. But,
unfortunately, we have not yet under-
stood the economic habit and thought
of our villagers. The villagers' money
must be drawn. Of course, Govern-
ment is very happy to draw it through
postal certificates which go to meet
the ways and means requirements of
the Government. But it is no invest-
ment. The Government of India pay
2 per cent. to 34 per cent. for the money
which one has in the postal deposits
and saving’s bank deposits. But how it
that money being utilised to increase
the resources of the country? It is
bankers, small bankers and money
lenders who are helping our indus-
tries, the trade and economic side of
our national life. The Postal Depart-
ment may sometimes help to pull the
Finance Minister of the Government
of India from holes. But this sort of
deposits, or saving habit does not
help the development of industries. It
is no banking habit. Sir, this is a
feeler which I am giving to my hon.
friend Shri Arun Chandra Guha. He
and his colleagues should think of
these things and they must make
available liquid resources to the
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countryside. The Reserve Bank has
failed to do it; the Imperial Bank
«leliberately worked against it. Of
-course, it has patronised big mag-
nates like my hon. friend Shri Tulsi-
das Kilachand!

Sir, I take this opportunity to
recognise the fact that Shri Dhiren
Mitra did yeoman service in produc-
ing his valuable report. He is a great
solicitor; he is a great servant of the
Government of India. His report gave
Government a chance to set right mis-
takes known and unknown, realised
and unrealised, and they have brought
forward this Bill of which I am
happy.

But I have to say one thing more.
Banking, Sir, has become a very diffi-
cult thing in India. My hon. friends
who are labour leaders here will no
doubt realise the fact that bank em-
ployees today do not contribute to the
prosperity of the barnks. Sir, a clerk
leaves his table exactly at five o'clock.
If he is entering a ‘figure Rs. 350/4/-,
he will stop at Rs. 35, the other
figures will be entered when he comes
next day. To High Court Judges this
has been a windfall. I am one of those
who never dreamt that all our retired
High Court Judges should beg about
to sit on these Tribunals, these labour
tribunals, the income-tax tribunals
and banking tribunals. The volumi-
nous reports these tribunals submit
to the Government of India very often
run into 50 pages, 100 pages and
sometimes 500 pages. But what is
happening. Trade unionism is a thing
which some people very much advo-
cate. But there should be a limit to
trade unionism. It stifles banking.
Those of us who have read these
documents published in the Gazette
0of India, have very often felt that
there is no chance for indigenous
banking, except for the Reserve Bank
of India, the Imperial Bank or the
Bank of India or the Bank of Baroda.
That is a point of worry to me. How
can we develop our industries if
obstacles are put In our way every-
where. I wish to see the day when
our Reserve Bank will play its part
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in the national development of our
country. I felicitate Mr. Guha to whom
it has been left to sponsor this Bill
and I hope good results will flow.

Shri U. M. Trivedi and Shri R. K,
Chaudhari rose— .

Mr. Deputy-Speaker: Shri R. K.
Chaudhuri is not affected by this Bill

Shri U. M. Trivedi (Chittor): He is
the wisest man; he never deposits
any money in banks.

Mr. Deputy-Speaker: I mean Assam
is not involved.

Shrl Sarmah: We are very seriously
involved. As a matter of fact some
eight or nine scheduled banks failed in
Assam lifting away Rs. 12 crores. All
these had their Head Offices in Cal-
cutta. We are now at the mercy of
money-lenders coming from other
places:

Shrl U. M. Trivedl; Sir I have every
sympathy for those who have lost so
much of money.

Sir, there {s an amendment asking
for reference of this Bill to the Select
Committee. This Bill is trying to
modify the law to a very great exient,
The whole of Part II1A of the old Act
is being replaced. Many far-reaching
provisions are being put into it. Some
of them appear to me to be of a novel
nature. So much so that it appears
that the High Court which is merely
to function as a court of justice,
which justice is always honoured and
respected by us. is being turned into
a sort of magisterial court. And we
are giving prosecution of people and
complaints of such nature to the High
Court as its functions. I do not know
how far it would be fitting in with the
prerent notions of jurisprudence that
we should allow High Court judges to
be sort of prosecutors.

[PANDIT THAKUR DAsS BHARGAVA
in the Chair]

The other curious provision that is
now provided by this law which we
must examine in full detail is this. If
the High Court feels that it must
examine the director and auditors as
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provided for in clause 45G, the langu-
age does not say who will lead the
examination-in-chief. It is true that a
liquidator will be there to conduct the
cross-examination, if necessary. It is
true that the High Court judges may
ask questions, if they think fit. But
then the burden is cast upon the
High Court to arraign the man whom
it accuses of a particular thing and
then conduct an examination itself.
That {s to say, we are relegating the
High Court to a position of complai-
nant and judge in its own cause. We
have to look into this provision and
examine whether it is a valid provi-
sion under the law of the land or not.

It is such provisions which require
to be looked into. And it is quite
necessary in the interest of a person
who is accused of a particular thing,
against whom a sort of judicial pro-
ceedings are carried out, that he must
be assisted by the presence of a lawyer
to help him to put in his aspect of
the case. A very limited provision is
made in clause 45G that the person
examined shall be examined on oath
and shall answer all such questions as
the High Court may put or allow to
be put to him. And then it says:

“A person ordered to be examin-
ed under this section may, at his
own cost, employ any person
entitled to appear before the High
Court who shall be at liberty to
put to him such questions as the
High Court may deem just for
the purpose of enabling him to
explain or qualify any answer
given by him.”

That is to say, a very great limitation
is put against the right of an accused
person to explain things which are
said against him. We should have to
examine this law whether it is neces-
sary in the interests of justice or in
the interests of the present law in
respect of banking companies and
whether such a limitation should be
put upon the law or not.

Then, Shri H. N. Mukerjee when he
was making his speech on this Bill
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suggested that the proviso under
section 38A may be taken away. I
for,_one would suggest that the proviso
is,a wise one. It is essential to keep
such a proviso. Otherwise it is bound
to create difficulties when we uare
bringing in this new law providing
for a court liquidator, an officer of
the High Court who shall always be
attached to the High Court. Once we
appoint him and have a provision
that without assigning any reasons all
the powers of the liquidators will
cease and all those proceedings of
liquidation that may be pending be-
fore them will be automatically trans-
ferred to the official "liquidator, cer-
tainly a provision would be necessary
as provided for in the proviso to sec-
tion 38A. We have to examine that
and also see the propriety thereof,
whether we should or should not keep
it.

With very great respect I would
make one submission here. I did not
like the venomous attitude of Shri
H. N. Mukerjee who most venomously
brought in the name of my deceased
leader, that he was enjoying a sort
of liquidator’s salary from a parti-
cular bank. Perhaps he does not know
what work Dr. Mookerjec u:ed tn put
in. He has not the capacity of that
great leader. He does not know the
industry that he had. He has no idea
of how he was managing his own
affairs, with what conscience that
gentleman was working. It was very
bad taste on his part to have made
use of the name of that gentleman and
clearly marked him out for a parti-
cular example.

Things do happen In banking cir-
cles; I agree that mischievous things
happen. They do not happen in bank-
ing circles alone but all over the
world. We are now surrounded by
people who are corrupt. We are call-
ing them corrupt and calling from
house-tops that most of them are
corrupt. But there are always honest
people also. Because of those honest
people things go on honestly in the
world. Otherwise we would all be in
a very rotten state of affairs.
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Mr. B. Das in his speech said that
on account of the trade union move-
ment the clerks generally put down
their pen exactly at 430 even when
they are writing out a figure, and he
said they stop at the annas and write
"down the piles the next day. But I
know of other cases. I have myself
worked as a small clerk in a bank.
And even today such cases exist. We
have not only to go to the bank at
9 or 8-30 in the morning but to stay
and stay. right up to 8-30 or 9 in the
night before we reach our houses. It
is not that people are entirely
governed by trade umionism. There
are people who want to work and dis-
charge their duties. We cannot rope
everybody into the same category.

Shri B. Das: That was the old prae-
tice, not after the trade union move-
ment.

Shri U. M. Trivedi: Even today in
the United Commercial Bank at
Bombay those people stay right up
to 6-30. .

Shri B. Das: I am glad to hear that.

Shri U. M. Trivedl: A Anyhow it is
my experience of Bombay banks. I
have no idea of Calcutta banks. It is
true that the reports are very bad so
far as the Calcutta banks are con-
cerned and so far as the West Bengal
Government is concerned. And we
have to be very careful about the
whole law that we are making. In the
statement of objects and reasons, in
the penultimate paragraph it has been

stated:

“Meanwhile, certain data recent-
ly collected about 82 banks in
liquidation in West Bengal show-
ed that while the expenses of
liquidation amounted to Rs. 39-81
lakhs, the moneys returned to the
depositors totalled to only
Rs, 17-64 lakhs of which Rs. 1561
lakhs were pald by one single
bank.”

5 p.M.
It is a very bad state of affairs which

needs no comment whatscever. But,
then, is this Bill the remedy thereof?

552 PSD.
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That question also has to be examined.
Are we going to remedy this state of
affairs by meroly appointing a liqui-
dator or where the liquidator clrooses
to carry on this sort of affairs, is it
going to improve in any manner by
merely appointing an official liquida-
tor, just as we are proposing in this
Bill? All these things will have to be
hra and this can only be
done if the Bill is sent to a Select
Committee of properly chosen Mem-
bers who have wide experience of
banking and wide experience of how
things are conducted in liquidation
proceedings. It is a very easy thing to
make certain remarks. It is very
difficult to make constructive sugges-
tions keeping a proper perspective of
the whole question before us. I would
therefore suggest and request the hon.
Finance Minister to see that this Bill
is not rushed through in the manner
in which it is desired to be rushed
through, taking it for granted that all
the wisdom is spent by providing the
various clauses in the Bill. All this
will have to be looked into. I have
gone through this Bill cursorily and
I find there is a novel procedure pro-
viding for a sort of recovery of dues
even beyond limitation and the law
of Limitation js being set at naught.
We will have to see whether it is
desirable to set the whole law of
Limitation at naught for getting a few
scores of rupees and whether it would
be necessary to pursue the people who
have had the misfortune or good
fortune of being at one time or an-
other directors of banks. There are
some who are passive and never take
any interest in the things they do and
who sometimes, by force of circum-
stances, are made directors. Are we
going to follow them up for years,
cause them worry and ruin their life?
Is it desirable that we should do all
these things? I do not want to offer a
sort of criticism ad hoc on the whole
Bill. T still say that the hon. Finance
Minister should see to it that the
Select Committee proposal is accepted.
It is quite mete and proper that he
should himself make certaln sugges-
tions about names to be added to the
Select Committee which has been sug-
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gested. A proper Select Committee
may be appointed and it may be re-
quested to submit its report as early
as possible. In view of the circum-
Stance that far-reaching changes are
contemplated by these provisions,
when the whole of it is re-drafted, it
is quite fit and proper that it should
be looked into by the Select Com-
mittee, and passed into law.

Bhri R. K. Chaudhuri (Gauhati):
Sir, ordinarily, I should not be speak-
ing on a subject like this, a ponderous
and uninteresting subject. I would not
be quite correct in saying that I am
absolutely uninterested in banking. I
am at least interested in one branch
of its activities, namely, the issue of
overdrafts. The issue of overdrafts is
the cause of all mischief that brings
about the state of things which neces-
sitate legislation like the one which
we are having at the present moment,
I would like from my own experience,
{0 warn those who have indulged in
overdrafts that it is a very dangerous
thing.

An Hon, Member: Have you drawn
overdrafts?

Shri R. K. Chaudhuri: It is a very
dangerous system.

Shri A. C. Guha: For whom? For
the bank or for the person who
draws?

Shri R. K. Chaudburi: For the per-
son. I can tell you about the experi-
ences of the person. I have said on a
previous occasion that two institu-
tions think on the same lines, namely
the Income-tax department and the
housewife. The Income-tax depart-
ment generally mistakes an overdraft
for the Income of the man and as-
sesses accordingly. The housewife, at
any rate, the modern housewife, who
knows how to read English, sometimes
imperfectly, mistakes an overdraft as
amount to the credit of the person,
and therefore quarrel arises. In the
general sphere of banking, I hope the
hon. Minister will agree, that this is
the source of all the mischief that has
so far occurred. Hitherto, the post
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mortem operations after a bank had
gone into liquidation were carried on
with three objectives. First, to grant
prétection to the bankers themselves.
Before it absolutely closes its opera-
tions or immediately after the closing
of the operations, the courts grant
protection to just save the directors
and other employees of the bank from
being manhandled. The second objec-
tive is to provide employment te a
certain class of people, conversant
with law and moving about in law
courts. It enabled, thirdly, the debtor,
at least to be honest enough to dis-
charge hig debt because—I am sure
you have not got that '‘experience; but
those who have experience will know—
a bank dead is more dangerous than
a bank allve. A bank alive may show
certain consideration in realising the
debt from you; but a bank dead, that
is a bank which is being administered
by an official liquidator is a very
dangerous institution. The liquidator
is interested in getting the debts
collected as quickly as possible. He
gets a remuneration of 5 per cent. or
sometimes more than that. Therefore,
he is cruel and tries to realise the
money from the debtors. These are
the three things which we were doing
previously. But, this Bill, I welcome
because it will bring about a change
in the right direction. It will bring
into being more effective steos for
the realisation of the debts on the
one hand and for the punishing of
those people who are responsible for
the failure of the banks. To that ex-
tent, T wholeheartedly welcome this
Bill

But, I have got certain observations
to make with regard to the provisions
of the Bill, which may kindly be taken
into consideration by the hon. Minister
in charge of this Bill. I remember,
with some amount of pain and sur-
prise, that the Mover of this Bill was
one of the most caustic critics of the
Government's attitude or Government’s
inactivity so far as this matter was
concerned. I believe he has glven a
reflection of his views in the Bill
Now that he has come into office, he
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has tiried to remove those evils of
which he was a constant critic in
thosc days. To that extent, I congratu~
late him. But, I may straightaway tell
the House that I am still, even at this
age, one of the practising lawyers in
different courts and looking at this
legislation from the lawyer's point of
view, I, first of all, object to the
.method of summary trial which has
been laid down in this Bill. You know,
Sir, that summary trials are allowed
in ordinary courts when the value of
the stolen property or the value of
misappropriated property does not
exceed Rs. 50. Here large sums of
money may be involved and even
then the High Court is entitled to try
the whole case summarily. As a matter
of fact, in this Bill it is not laid down
what kind of cases are allowed to be
tried summarily and what kind of
cases cannot be tried summarily. As
regards the provisions regarding
appeal, the Bill is not clear.

The Bill says the High Court will
lay down rules by which it will be
prescribed in what kind of cases
appeal will not be al'lo“fed and in what
kind of cases appeal will not be
allowed, and what will be the proce-
dure generally: So, I would ask the
hon. Minister to look into this point.
1 should say that the High Court
should not be made to try petty cases.
There may be many petty cases; there
may be bigger cases also, but the High
Court which is the final tribunal of
appeal so to say should not be called
upon to try ordinary criminal cases
and make their judgment unappeal-
able, or unappealable ordinarily, by
the persong affected.

Then, a litigation in a High Court,
as one knows, is very expensive and
the person who is a debtor of the
Bank or who .is a Director of the
Bank may find himself in a very un-
comfortable and unjustifiable position
if cases are tried by the Court in a
summary way and they are not sub-
ject to the ordinary law. The higher
the Court the lesser the chance of
getting any justice in an appellate
Court. For instance, if a High Court
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gives a judgment in a criminal case,
it will be very difficult to get it set
aside ordinarily, and therefore scope
should be given. All cases of a crimi-
nal nature arising out of these pro-
ceedings should be tried by a Magis-
trate.

Shri U. M. Trivedl: On a point of
information, there i no quorum.

Mr. Chairman: Now the hon. Mem-
ber can go on.

Shri R. K. Chaudhuri: Then, what I
most seriously object to the inclusion
of a provision here which lays down
that the High Court can, in some
cases, order the realisation of the dues
by ftreating it as arrears of land
revenue. As an example it is very
contagious. I have found such a pro-
vision in the Estate Duty Act to which
I raised most strenuous objection.
Here it is a dispute between two pri-
vate persons, The Government or the
State or the public interest does not
come into the picture. When one
individual Is trying to realise his dues
from another, I think resorting to this
method of recovery is something
which cannot be ordinarily upheld. I
therefore request the hon. Minister to
look into that Clause. To be precise, I
can quote the Clause if the hon. Minis-
ter wants. Sub-clause (3) of Clause
45T says:

“Without prejudice to the pro-
visions of sub-section (1) or sub-
section (2), any amount found due
to the banking company by an
order or decision of the High
Court may, with the leave of the
High Court, be recovered in the
same manner as an arrear of land
revenue.”

As I understood from the discussion
in this House on the Estate Duty Act.
one of the methods of recovery of
arrears of land revenue was imprison-
ment. Now, let us for a moment con-
sider the whole position. Here you
are deallng with two individuals: one
is a debtor, and the other is the
creditor. In order to realise the dues
of the creditor you are going to resort
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to this method of imprisoning him.
We all know that the present tendency
is—legislation has been passed under
the Civil Procedure Code also—that
no man should be committed to prison
for realisation of lts debt. But here
yYou are going against the spirit of
the Constitution, against the laws in

every country, and you are allowing’

the realisation of a private debt—not
a debt to the State—by resorting even
to imprisonment. That is what I most
seriously object to, and I hope the
hon. Minister will accept my view and
have this particular sub-clause re-
moved.

Another thing, to which my hon.
friend Mr. U. M. Trivedi who spoke
just before me has also referred, is
the limitation Clause in this Bill
which has over-ridden all other pro-
visions of the Limitation Act, and says
that for realisation of any amount due
from a Director there is no period of
limitation. Just see what we are our-
selves doing when we are keen on
having business expansion in this
country. Many a time many Directors
have lent their signature and support
because it was put to them that their
signature would add weight and would
bring in more shareholders. If steps
are taken to realise the amount due
from him within three years during
his lifetime, it would be all right. Buf
to wait indefinitely and make his
grandson and great grandson liable to
pay the amount is a preposterous
position which cannot be supported.
That clause of unlimited period for
Directors should be deleted. As re-
gards other debts the period is 17
years. You know very well that the
maximum period of limitation is only
three years for realisation of ordinary
debts which are not secured or not
registered. But here, a period of 12
years has been laid down for recovery
of the debts. If you say that you must
do away with all limitation, I am at
one with you. There may not be any
question of limitation in any matter.
but the jurists thought the other way,
viz.,, that there should be limitation
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for recovery of certain claims. If this
limitation was not there, human life
would be impossible, stability would
disappear, and therefore certain
periods have been prescribed by the
Limitation Act for recovery, through
tlre agency of the Courts, of certain
debts. The Limitation Act has nothing
to do with the morality of the indivi-
dual. Our late leader of revered
memory, Deshabandhu Chittaranjan
Das paid to the extent of Rs. 79,000
long after it was barred by limitation.
That debt was the debt of his father
and he paid it. There is no limitation
to an honest man. But in the business
world there is a certain procedure, and
the Sword of Damocles should not be
allowed to be hanging for an indefinite
period. Therefore, I would earnestly
appeal to the hon. Minister not to ine
sist on having these Clauses passed.

I am only speaking very broadly. I
am not going to speak minutely on any
point. Another thing to which I should
make a reference is about the small
depositors, It is stated here that the
small depositors should get a prefer-
ence. I would say that the small de-
positors who, it is said, should be
entitled to get something, would be
the very persons who were in the
confidence of the Directors, who pro-
bably knew that the Bank was in a
shaky position and had the opportunity
of taking away large sums beforehand
leaving only about Rs. 100 or some-
thing less to their credit. The small
depositors are not necessarily those
most affected. A small amount being
at the credit of a person does not
necessarily mean that he belongs lo
the poorer class. On the other hand,
from my own experience in my State
I have found that the poor people put
almost all their saviggs in the Banks.
You will be surprised to learn that
as many as 14 Banks which had their
head offices outside the Province had
failed there to the greatest loss of the
ordinary man. There are no rich men
there, but only ordinary classes of
persons, who, instead of keeping their
money in their houses, for fear of
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burglary—actually it is not so much
of burglary, as of incendiarism, or a
house being on fire etc.—put the
money in the banks, and they have
lost everything. They do not get even
Rs. 100 now. In my opinion, the hon.
Minister may take into consideration
whether he should not have the bene-
fit under this provision, raised to
about Rs. 200 or 300, so as to make
that amount available to the poor
depositors—not, technically speaking,
the ‘small depositors’ but the really
poor depositors.

Shri  Jhunjhunwala (Bhagalpur
Central): Who is to find out whether
he is poor or not?

Shri R. K, Chaundhuri: How are so
many other things going to be found
out?

If Rs. 200 or Rs. 300 are given to a
small depositor,—~I mean the poor
depositor—it will be a great relief to
him. I know of a tailor, who had lost
about Rs, 6,000, when the Pioneer
Bank went into liguidation. He had
saved everything, in order to have a
marriage in his family, but he had lost
everything. Now he is a poor man, and
such a person would find it beneficial
to have Rs, 200 or Rs. 300, under this
provision. 1 would therefore suggest
that the benefit under this provision
should be raised, and given to the
poor depositors.

Talking about the Reserve Bank, I
feel the least said about it the better.
I am not saying about the present
Reserve Bank. I do not know any-
thing about the progress that they
may have made in the meantime. But
I know of the years which had gone
by, 19453 or 1946, when the Reserve
‘Bank had the absolute right of declar-
ing any bank to be a scheduled bank:
they made some inquiries, and made
any bank they liked, a scheduled
bank. Now, what was the object be-
hind scheduling a bank? The public
generally understood by scheduling,
that {f a bank is scheduled, the
Reserve Bank will come to its aid.
when it is in difficulty. I challenge
the hon, Minlister to tell me, in res-
pect of which of the banks that have
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gone into liquidation in Bengal, lrelp
was given by the Reserve Bank. Was
any bank there helped with funds and
other things, when it was about to
be liquidated?

Shri A, C. Guha: The Nath Bank
was helped.

Shri R. K, Chandhuri: Did the

‘Reserve Bank come forward then and

say, look here, I am going to help
you? Did the Reserve Bank give any
help by means of funds?

Shri A. C. Guha: The Nath Bank
was helped.

Shri R, K. Chaudhurl: I do not
know of that. I say it is not known
to the public, even though it was done
in a beneflcial manner.

Mr. Chairman: Order, order. The
hon. Member has been on his legs for
a long time, and we have already
devoted nearly three hours to this Bil,
out of the 1} days allotted for this
Bill. Previously we had devoted 1
hour and 11 minutes, and today also
we have devoted about 1 hour and 45
minutes. I am only submitting to hon.
Members that there are about 54
amendments to this Bill. In regard to
this Bill consideration stage is not so
important as the clause by clause
reading. I would therefore request
hon. Members to be very brief.

Bhri R, K. Chaudhuri: I would only
ask the hon. Minister to consider
these suggestions. I had other sugges-
tions to make. but for the present, I
shall conclude.

Bhri T. K. Chaudhuri: Sir, I shall
iry to be as brief as possible. While
welcoming this measure as far as it
goes, I must say that I was astounded
at the type of defence of this Bill,
which was being put forward by my
hon. friend Dr. M. M. Das, a little
while ago. With regard to the pheno-
menon of bank liquidation in the post-
war period, and particularly after the
partition, he was saying that Govern-
ment were not sitting idle. but they
were watching the situation, and they
had passed so many Acts with regard
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to helping the creditors in the difficult
situation that had arisen.

I would like to draw the attention
of the House to the history of the
past four years, since 1948. I do not
want to go further into the past. In
1949, the Banking Companies Act was
passed. If you look into the statistics
of bank failures, you would find that
48 banks suspended business in 1949
itself, 33 banks in 1950, and 24 banks
in 1951. That all these three and a
half years, Government did nothing
except passing an ordinance in 1950,
which was later replaced by the Bank-
ing Companies (Amendment) Act of
1950, which simply sought to reduce
the multiplicity of liquidation proceed-
ings. What amazes me most is that
Government looked upon the pheno-
menon of bank liquidations simply as
a mater of simplifying or quickening
the liquidation proceedings, as if, when
we simplify the legal procedure about
the winding up of the banks and make
the liquidation proceedings easy, some-
how or other, the small depositors
will be saved.

But as I have stated earlier, Gov-
ernment were all the while there with
the custody of the entire credit and
banking system of the country in their
hands, and the Reserve Bank wes
there, but they failed to realise in
the face of banking crisis of 1946-47
what was happening. Even though
the Bank Liquidation Proceedings
Committee were not asked to go into
that matter, still they could not re-
frain from noting the causes of these
bank liquidations. The Report of that
Committee says: -

“A major part of these failures
occurred from the year 1947 on-
wards. This was partly brought
about by the fact that the public
lost confidence after the second
world war, in institutions, which,
during the war years of inflation,
received substantial deposits which
the managements did not invest
fudiciously.”
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There were other reasons, among
which one at least was the partiticn
of the country, and the fact that many
of the assets of certain banks were in
Pakistan. This also was largely res-
ponsible for the loss of confidence, by
the public in those banks. ’

But what was the Government doing.
in the face of the grave situation that
was arising? If I remember correct, at
least in Calcutta, there occurred a.
precipittiatins loss of confidence in the
banking system and in the credit
institutions of the country, particularly,
in the war babies of banking that had
grown up during the war period due
to all sorts of credit inflations since
the Great Calcutta killings and it was
about that time that a crash occurred
on the Stock Exchanges. Most of the
banks which came to grief thereafter
had invested money in Stock Ex-
change and speculated on share scrips.
But, so far as the Government and
the Reserve Bank were concerned, they
did nothing. In the words of our
esteemed friend, Dr. M. M. Das, they
were simply watching the situation
and doing nothing more.

Dr. M. M. Das: Those words, ‘doing
nothing more’ are not mine.

Shri T. K, Chaudburi: I am adding
those words, because they did noth-
ing. That is a plain fact of history.

Dr. M. M. Das: That is your opinion.

8hri T. K. Chandhuri: It is not my
opinion; it is a fact. What did they
do; they did nothing.

Now, Sir, it may be asked what
could have been done. The present
amending Bill has been aptly charac-
terised by another esteemed friend of
ours, Shri B. Das, whom we all res-
pect for his outspoken views, as a
negative measure. If we want to save
the small depositor and if we want to
save those banks which are still alive
and carrying on somehow or other but
which may come to grief any moment,
then something else must be done.
Some positive measures must be
taken.
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I may refer the hon. Deputy Minis-
ter and the hon. Members of this
House to what happened in the United
States after the great crash of 1029-30.
At that time, Sir,—it is a well-kncwn
matter of economic history—the
entire industrial credit system and
the banking system of the United
States crashed and collapsed almost
overnight. But, soon the Government
adopted emergency measures and after
a certain time, when the situation had
become stablised a bit, they adopted
a series of other measures which not
only stopped bank failures but also
salvaged the banks which had sus-
pended business and which had come
to grief and tried to revive them. Not
only did they try to revive them, but
they actually revived them.

I refer you, Sir, to this account by
the celebrated monetary economist,
Dr. Edwin Kemmerer. In his ‘ABC of
the Federal Reserve System’, he détails
the measures, in a summary form,
which were taken .by the U.S. Govern-
ment. First, the Government opened a
National Credit Corporation. That
institution was financed by banks and
others and was designed to extend
credit on assets that were sound but
which, under the existing law, were
not eligible for re-discount by Federal
Reserve Banks. When the emergency
became so acute and the assistance
proved inadequate, the Reconstruction
Finance Corporation was created which
was authorised to strengthen the capital
structure of banks in difficulties by
purchasing newly Issued preferred
gtocks including debentures of these
banks and to advance easy loans to
them so as to bolster up the weak
spots in-the credit structure of the
country.

I feel, Sir, that that type of organi-
sation is very much necessary and
called for in the situation in which
we are placed. Of course, at the pre-
sent moment, the phenomenon of bank
failures is not so acute, but we can-
not save the situation nor can we pro-
vide for safeguarding the small in-
vestors merely by simplifying the
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liquidation proceedings and by enact-
ing certain negative legal measures.
We have to take positive steps and
we have yet no indication from the
Government or from the hon. Deputy
Finance Minister of the positive steps
that they intend to take. He informed
us that the Reserve Bank (Amending)
Bill is in the offing, but, so far as I
understand, it relates only to high

denomination notes and nothing else.

The entire policy of the credit sys-
tem has to be re-vitalised from the
point of view of extending help to the
small investors and the small savers,
to the middle class and lower middle
class depositors. If we want to achieve
these things then we must take posi-
tive steps 'and think of opening
credit institutions of the type which
have been detailed by Kemmerer.

I would also ask the Government
if they could think of any measure
for insuring the depositors up to a
certain limited extent. In the United
States that was done by the Federal
Deposit Insurance Corporation and,
the deposits up to 5.000 dollars were
insured. Every depositor, every credi-
tor of a Bank is at least assured that
that much of his money is safe and
in all these liquidation proceedings
when the banks go into liquidation it
is this Corporation which acts as the
Recelver or as the counter-part of the
Court Liquidator that we are going to
appoint. I would seriously request the
the 'hon. Finance Minister to think
about these constructive suggestions
which I am putting forward. In our
country, the present conditions of
banking and credit are such that some
positive steps on these lines must be
taken and we can well emulate the
example of the United States to our
benefit.

Coming to the BIill {tself, Sir, we
are giving the High Courts certain
powers. But already, apart from the
High Courts, the Reserve Bank, under
thhe Banking Companies Act and the
Reserve Bank Act, is also armed with
extensive powers. The question natu-
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rally arises, as it has just been refer-
red to by our hon. friend, Mr. Rohini
Kumar Chaudhuri, what was the
Reserve Bank doing with regard to
the scheduled banks. The hon. Minis-
ier informs us that it helped one bank
out of the 12 scheduled banks that
came to grief. I might inform him,
and this is not unknown to him either,
that it has been openly alleged in
Bengal, that in the operations of the
Reserve Bank, a great deal of pro-
vincialism and other prejudices have
played an active part. I do not say
that because allegations have been
made, we are to act on those allega-
tions or to accept them. But these
facts are not, perhaps, unknown to
ihe hon. Minister and he must take
steps to see that things do not happen
in that way.

1 also draw your attention to the
very sound maxim which was laid
down in the Report of the Banking
Liquidation Proceedings Committee.
Of course, those were not the views
of the Committee but at least of some
of the members who wanted the
Reserve Bank of India should ‘cherish
the sound banks, nurse the sick banks
and bury the dead banks'. Now, here
we are finding a measure which is a
sort of burying the dead banks and
perhaps carrying on post-mortem when
the flesh has already gone and the
bones too are gone, We are passing a
measure which may be helpful to us
in future. But, it is pertinent to ask
whether the TReserve Bank has
‘cherished the sound Banks and
nursed the sick Banks' properly. 1
may refer here to one recent case. I
shall not mention names, but recently
one of the banks in Bengal was asked
to suspend its business and was for-
bidden to accept deposits under the
well-known provision of Section 35 of
the Banking Companies Act by the
Reserve Bank. Now, it has been openly
glleged that the assets of the bank
were quite sound, but certain parties,
certain non-Bengalee parties, wanted
to come into the management of the
bank and they secured a good part
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of the share, but somehow or other,
the management of the bank prevented
their coming in, and at once, it has
beeh alleged—] do not say that we
aré to act on those allegations or to
accept those allegations—but it has
been alleged that since that time the
wrath - of the Reserve Bank was
directed against the bank and even-
tually that bank was asked to suspend
its business. But what is amazing ana
that fact testifles at least to the
wonderful public credit of the bank—
that not one of the creditors of the
bank brought in any case against that
bank, and I am happy to inform the
House that that bank is trying to
transform itself into an investors’ cor-
poration and perhaps it will succeed
in its efforts.

Now, these farts have been openly
stated. I want this House and the hon.
Minister to take serious note of these
allegations, because, after all, the
Reserve Bank has not to play merely
a negative function. It is now a
nationalised bank. It must help in the
development of not only the entire
banking system—it is not only the
gurdian of the entire banking system—
but we are on the threshold of big
changes in our national economic life.
If we are to put credit on the report
of the National Planning Commission,
and on the declared intention of the
Government at least, we are standing
on the threshold of a period of big
national economic reconstruction.
These intentions however lie burled
under the pages of that magnificent
tome which goes by the name of the
National Plan. Here are some of the
lines with regard to the functions of
the credit system—I am quoting in
extenso from the Planning Commis-
sion’s report—this is what the Plan-
ning Commission say:

“The process of economic
development, once started, will
make new demands on the bank-
ing system, and this may necessi-
tate change in organization and
structure. Central banking in a
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planned economy can hardly be
confined to the regulation of over-
all supply of credit or to a some-
what negative supply of banking
credit.”

This is precisely what the Reserve
Bank is doing at present—acting
entirely negatively. But what is the
Reserve Bank doing to help the 'sick’
banks that might yet be revived or to
extend new credit facilities for the
large scale economic reconstruction
envisaged by the Plan. We know the
post-war conditions have been admit-
tedly difficult. We know that the
management of certain banks have
investeq their resources in an unwise
manner, but is the Reserve Bank
doing anything to salvage their busi~
ness to help those banks, to put them
.on a proper basis so that the deposi-
tors may not suffer and so that ulti-
mately the country may be benefited
and be served by these credit institu-
‘tions? But unfortunately, the prevalent
doctrine in the Reserve Bank—the
.gurdian of our national banking and
credit system,—seems to be of that
negative type which the Planning
Commission describes. The Planning
Commission further says:

“It will have to take a direct
and active role, firstly, creating
or helping to create machinery
for financing developmental activi-
ties all over the country and
secondly, in ensuring that the
finances available flow in direc-
tions intended. For a successful
fulfilment of the plan, it may be-
come necessary to direct special
credit facilities to certain lines of
high priority. Banking develop-
ment through normal incentive of
private banking is apt to be a
slow process.

‘The Planning Commission, appointed
by this Government and the Members
of which body enjoy the privileges
co-equal to those of the Members of
the Government,—they themselves—
say in their report that:

“In this fleld, private motive
may stand in the way of exten-
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sion of credit facilities to sections
of populatioi, which need them for
rapid development. The proper
discharge of the functions of the
banking system will necessitate
its operation more and more in
the light of priorities for develop-
ment indicated in the plan and
less and less in terms of return
on capital.”

But unfortunately, like many other
pious things, that are mentioned in
the Planning Commission’s report,
these few lines also remain totally
forgotten. Nobody among the people
who have the trusteeship of our
national credit and our national
finances in their hands seems to have
ever read or understood or realized or
acted up to the maxims and princi-
ples that were laid down by the Plan-
ning Commission. Nevertheless, Sir,
whatever may be the shortcomings of
the present Bill, whatever may be the
limitations of the measure proposed I
accord my wholehearted support to
this Bill, because I am of the opinion
that if we have to have a profit system
and capitalist system in this country,—of
course, I am totally against them and
I am for their overthrow—if we are
to have such a system, let us have at
least honest capitalists, not crooks, to
run the filnances of our credit system
in this country. This Bill is a step in
that direction. Therefore, I accord my
support to this Bill.

Shri V. B. Gandhi (Bombay City—
North): Mr. Chairman, Sir, in a
general way, I am sure this Bill—the
Banking Companies (Amendment)
Bill—will meet with a welcome in this
House. This House will welcome this
Bill primarily because it fillls a very
important gap in our legislation on
the subject of regulation and control
of banking companies in the country.
Secondly, this Bill is a rather belated
measure, belated in the sense that if
it is intended to be of any material
help to those thousands of helpless
depositors in Bengal, those depositors
who have been s0 grievously wronged
in these crises then thls Bill has come
too late. So far as these depositors are
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concerned, I am afraid this Bill
amounts to closing the stable door
after the horses have been let out. For,
it seems very clear that one of the
chief evils of the situation in Bengal,
namely, the engagement of private
persons as official liquidators cannot
be remedied, since these liquidators
can only be removed "“on due cause
being shown”.

‘Thirdly, - Sir, this Bill—we do not
know for what reason—has selected
the bank directors for special treat-
ment, a harsh treatment. And finally,
Sir, we would have liked a more posi-
tive approach to this subject, an
approach which would have kept in
mind the whole problem of progress
and expansion of banking in this
country as a background against which
to consider the limited purpose of this
Bill which is to make liquidation pro-
ceedings more expeditious and less
costly.

Now, Sir, the trouble with our liqui-
dation proceedings today under the
existing law is that they are usually
so protracted, so complicated, and
therefore also so costly. Probably the
reason why this Bill has been brought
before this House with such expedi-
tion is the story that has come out
from West Bengal, a story which is so
heart-rending, of the great tragedy
there. Something has got to be done
and here we have this Bill before us.

The problems with which this Bill
has to do are two. They have been
very well put by the hon. the Deputy
Minister for Finance, Mr. A. C. Guha,
when he said that the problems Lefore
us are: (1) multiplicity of courts and
the other, multiplicity of cases. Now,
Sir, our legislation on this subject has
for sometime been rather incomplete.
We should really have dealt with this
subject as early as 193¢ when by the
Reserve Bank of India Act we created
our central bank. A good deal of fh1¥
legislation should have found place in
thre Reserve Bank of India Act. To
some of us it seems our Reserve Bank
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of India Act is something like only a
Memorandum and Articles of Associa-
tion of a registered company. How-
ever, a major step in the direction of
supplying this legislation was taken in
1949 by passing the Banking Companies
Act. This Act of course incorporated a
number of ordinances which were in
the meantime promulgated to help con-.
trol and regulation of banking.

However, 'under the Banking Com--
panies Act of 1949 the liquidation pro--
ceedings still continued to be carried
on under the Indian Companies Act.
Very serious difficulties arose and to-
meet threse difficulties .an amendment
of the Banking Companies Act was.
made in 1950 and that is the present
stage of this legislation on the sub--
ject.

Now, Sir, out of the two problems,
namely, the multiplicity of posts and
the multiplicity of cases, the first one
was taken care of by the amendment.
of the Banking Companies Act of 1950.
The otlrer problem still remains and it.
is to take care of this other problem,.
an equally important problem, that
the present measure is before us.

Government in July 1952 appointed.
a Banks Liquidation Proceedings Com-
mittee. This Committee was asked to
suggest revision of the law, the pro-
cedure and the machinery of liquida-
tion proceedings in this country in
view of the difficulties and defects.
thrat had come to light. The present
Bill is substantially based on the
recommendations of this Banks Liqui-
dation Proceedings Committee. That.
there was a very urgent need for
something to be done to simplify the
procedure and to make it more econo-
mical is understood when we consider
the meaning of what has happened in
West Bengal recently. In West Bengal
there are 82 banks in liquidation. Out
of Rs. 57 lakhs realised as a result of
the efforts of these liquidators, a major
portion of which should have been
returned to the depositors, only Rs. 17
lakhs and 64 thousand were returned
to the depositors. And what, do you
think, appened to the rest? The rest,
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that is Rs. 39 lakhs Bl thousand were
all used up as liquidation expenses,

Here is the story in a nut-shell.
70 per cent. of the amounts realised
did not return to the depositors but
were used up as liguidation expenses
and only 30 per cent. were made avall-
able for distribution among the deposi-
tors. That is not all, Sir. Even out of
this Rs. 17 lakhs 64 thousand which
was made available to depositors
something like Rs. 15 lakhs and 61
thousand came out of the liquidation
of one bank, one single bank. In other
words, the tragedy means to us and
to those unfortunate depositors that
81 banks in liquidation could make
available only Rs. 2 lakhs and 3 thou-
sand for all their depositors. That is
the story of Bengal. So, we are not
too early in taking up this measure,

This measure, Sir, as it is drafted
is a measure to which we all can give
our whole-hearted support, with, of
course, as I said in the beginning, the
exception of some provisions which
deal with bank directors. I shall come
to them presently. Those who framed
this Bill deserve our compliments, be-
cause the Bill is comprehensive and as
I said over-steps the limit only in one
respect and that is in respect of the
provisions dealing with the bank
directors. This Bill provides for a
special officer whro would take charge
of all the assets, books of account,
etc., of the Bank immediately an
application has been made.

6 p.M.

This Bill also provides for the ap-
pointment of court liquidators in pre-
ference . to the present system of
having some private persons appointed
as official liquidators. This Bill also
provides that booked depositors’
credits will be deemed to be proved
which will be of great value in collect-
ing dues.

Then we come to a very important
provision in section 45D about the
gettlement of list of debtors. This has
been one of the very (trying
stumbling blocks in the way of realisa-
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tion of assets. This Bill also provides:
that entries in the books of account of
the banking company will be admit-
ted in evidence in the proceedings by
or against the banking company.

Then, as we all know, a very great.
step has been taken in preventing debts
due to banks being barred by lmita-

. tion in certain cases.

Finally thre Reserve Bank has been.
given a position which should belong.
to it, a logical position in the scheme
of things, with a right to tender
advice, carry out inspections and to.
make reports.

Mr. Chairman: I do not want to.
interrupt the hon. Member, But so far-
he has given the history of the past.
legislation and givén the purport of
what several sections contain. He has.
taken about fourteen minutes and I
have to see that the debate is finished
today. I will just request him to kindly
come to the point and finish his speech
as soon as possible.

Shri 8. S, More: He Is speaking
from the treasury benches and giving.
the summary.

The Parliamentary Secretary to the-
Minister of Finance (Shri B. R.
Bhagat): He is speaking from the-
centre.

Sari V. B. Gandhi: I shall direct--
ly come fo the prdvisions dedfing
with the directors. 8o far as the.
provisions dealing with the bank direc-
tors, especially the directors who are-
charged with misapplication, misfeas-
ance, retainer or breach of trust, are
concerned I believe none of us can
have any quarrel witk those provi-
sions. But there are certain other as-
pects of these provisions dealing with
bank directors, and even the manner
in which these provisions are worded
is not entirely free from offence to-
good taste. As between the delinquent
directors, and particularly the un-
scrupulous ones among them, and the
depositors there cannot be any doubt
as to which side the sympathies of the
House will go. But what do we find?
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Throughout the pages of the Bank
Liquidation Proceedings Committee's
_report and also in various places in
this draft Bill we find references made
“to directors which I think, to say the
least, are not very fair. I am not a
bank director. I do not aspire to be
.one. And I do not hold any brief for
them. But I want to say that this
.country still needs bank directors as
a class. Bank directors, normally, are
very respected citizens in their com-
munity. If there are wrong-doers they
should be dealt with by law, and there
_should be a law to deal with them.

Now, Sir, what exactly is all this
‘talk about bank failures and the part
the directors have played in these
failures? Here are the figures given in
the report of the Bank Liguidation
Proceedings Committee. Between 1926
and 1046, that isin a period of twenty
‘years, 164 banks failed. And the total
.of their outside liabilities amounted to
Rs. 2,12,00,000. 164 banks with a total
_outside liability of 2,12,00,000—that is
the number of those that failed in
twenty years. In six years, between
1947 and 1952, another 157 banks fail-
.ed (164 in twenty years and 157 in
six years) and the total of their out-
side liabilities was Rs. 27,50,00,000.
Now, Sir, why do we find this great
_discrepancy between these two periods
in the number of banks that failed as
well as in the total of their outside
liabilities? Is that all due to directors?
1 suppose directors in the twenty
years' period preceding were just
about the same type of men that we
‘have had in the next six years. Then
there must be other causes. And those
.causes, we find, are mentioned here
and there, such as that there was a
war, there was inflation, titere was
partition of the country on an un-
paralleled scale, and there was of
course the resulting economic disloca-
tion. These really are the tactors which
should explain this great discrepancy.

Coming more directly to the bank
failures in the immediate period of
1047-52, the causes of these fallures
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have been stated by the Bank Liqui~
dation Proceedings Committee in their
report on page 8, paragraph 18. Here
are, the causes as stated by the Com-
mittee. They say:

“The major part of these
fallures occurred from the year
1947 onwards. This was brought
about partly by the fact that the
public lost, confidence after the
Second World War in institutions
which during the war years of in-
flation received substantial deposits
which the management did not
invest judiciously. There were
other reasons as well which con-
tributed to these numerous failures
amongst which may be mentioned
the economic effects of the parti-
tion of the country in 1847. In
Punjab these banks which had
their major assets In what is now
West Pakistan, suffered a disaster
in the months immediately follow-
ing the date of partition.”

This is the analysis of the causes as
given by the Committee when they are
actually talking about the causes. But,
in various pages, observations about
bank directors are interspersed and
certainly they do not agreed with this
statement of theirs, I shall, just to
give an illustration, refer to page 32,
para. 49.

Mr, Chairman: I am very sorry to
interrupt the hon. Member. I asked
him to be brief. Now, it is ten minutes
past six. I propose to call another hon,
Member also. I would request the hon.
Member to finish his speech in an-
other flve minutes,. He has already
taken 25 minutes.

Shri V. B. Gandhi: In how many
minutes, Sir?

Mr, Chairman: I would request him
to be as brief as possible and finish
his speech in filve minutes.

Shri V. B. Gandhl: T will try.

In some places they say that the
failure of banks, for the most part,
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can be ascribed to mismanagement
and incompetence on the part of the
directors. In some other place they
say,—a very amazing sentiment to be
found in a book like this—that there
should be a day of reckoning between
the directors and depositors.

Dr. M. M. Das: That is the proper
term to be used.

Shri V. B. Gandhi: All right; I am
coming to that. )

It\is surprising that in the Notes on
clauses of this Bill, on page 18, we
find a statement like this:

“In the case of a banking com-
pany, the depositors whose moneys
are liable to be squandered,’—
whose moneys are liable to be
squandered, note that—"have no
volce in the appointment of
directors. Since the failure of a
bank is mostly due to mismanage-
ment and misdeeds on the part of
the directors, it is reasonable that
the delinquent.directors and the
auditors should be made answer-
able for defaults and be liable to
penalties.” .

It is this kind of mood in which the
whole Bill has been framed so far as
the provisions regarding directors go.
T shall refer to the relevant provision.
Section 45G sub-clause 9 says:

“Where on such examination,
the High Court is of opinion
(whether fraud has been commit-
ted or not)—

(a) that a person who has been
a director of the banking company
fs not fit to be a director of a
company,............

that person shall not, without
the leave of the High Court be a
director of......... any company....."

It is rather difficult to understand why
we are asking the court to declare
that a certain person is unfit, and also
why he is going to be declared unfit,
even though no fraud has been com-
mitied. A director may be disqualified
But, saying that a director is dis-
qualified is something different from
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saying that a director is found unfii..
If he is really found unfit and you are-
going to disqualify him for 8§ years,.
how can you say that after five years,.
he becomes again fit? If he is dis-
qualified, I can understand that the
court has the power to remove the dis-
qualification and make him qualified
after 5 years. I have given notice of
an amendment to that effect. There is
a provision in the Indian Companies
Act, section 141A, which I think would
meet the needs of the situation. It is
a very well worded section and I shall
read it. The section says that a direc-
tor or manager or other officer of the
company, convicted as the result of a
prosecution initiated under this section,
shall not without the leave of the
court be a director of, or in any way.
whether directly or indirectly be con-
cerned in or take part in tlre manage-
ment of a company for a period of’
five years from the date of such con-
viction. A very similar provision
exists in the English Companies Act
of 1848.

Mr. Chajrman: That means that the:
other hon, Member whom I propose to
call will not be able to finish his
speech.

ghri V. B. Gandhi: One minute, Sir,
and I shall finish. There, in the Eng-
lish Companies Act, disqualification is
made dependant upon fraud being
committed. Here, in the present Bill,
fraud or no fraud, we are out to:
declare him unfit.

Dr. M. M. Das: Incompetence.

Shri V. B, Gandhi: I think our
country still needs the progress and
expansion of banking facilities. Today,
in our country we have hardly 4,000
banks, which“comes to one bank for
80,000 people. In other countries like
Canada and U.K., there is a bank for
every 4,000 of the population. If we:
ever hope to come anywhere near their
level, we shall have to have 90,000
banks. Let us try to achieve what we-
want without hurting -or humiliating
any class of people. On the contrary,.
let us try to encourage them.
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Shri K. K. Basu: Mr. Chairman, at
the fag end of this debate on the
general consideration, I would like to
express my views on certain points.
As 1 have already indicated, I would
not take much time and detain the
.House,

This particular piece of legislation
«concerning banks relates only to the
procedural part, resultant on the re-
commendations of an expert committee
.appointed by the Government in 1952.
As many hon. Members who have
.spoken have said, it was expected that
the Banking Companies Act when
amended, will do some positive good.
‘But, we are here dealing only with
the procedural part concerning banks
‘which have been wound up under th
Indian Companies Act or Banking
Companies Act. While discussing this
Bill, we should have liked to deal with
-certain other provisions regarding the
functions of the Reserve Bank and
also the duty of the Government to
regulate the working of this Bank,
‘which to a large extent, if I may be
permitted to say so. can be considered
‘ags & social institution. Strictly speak-
ing, the bank may be a shareholders
bank; but a large percentage of the
population, though they have no stake
in the management, have everything
‘to stake in the bank if it is managed
in a wrong way. We thought that the
‘Government, while bringing forward
this legislation, would have tried to
-deal with all these problems, so that
a lacuna in the administration of
banks in this country could be done
away with. However, in view of the
urgency of the situation, Government
has brought forward this Bill, based
«on the report of the Expert Committee
appointed last year, deallng with the
procedure under the Banking Com-
panies Act.

In view of the shortage of time. I
-do not want to go into the details of
‘what we expected there should have
‘been in this Bill, but I shall deal with
the Amending Bill before the House.
Before 1 actually go to the Bill, I
should like to mention that the hon.
Deputy Minister of Finance romes
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from the State to which I belong and
he himself has wide experience of the
results of bank crashes on the come
mon people of my State had to face
daring the last 6 or 7 years.

Even in the present Banking Com-
panies Act there are provisions in
Sections 35 and 36 by which the
Reserve Bank of India and the Central
Government can intervene in the
administration of the Banks. The Gov-
ernment can ask the Reserve Bank to
look into the matter and report about
the manner in which any particular
Bank has worked. When this parti-
cular legislation was being discussed
we thought that the Government would
give us an idea of to what extent in
the last six or seven years when so
many Banks have crashed the Reserve
Bank of India and the Central Govern-
ment have discharged their responsi-
bility towards the people and the
depositors in our country. Unfortunat-
ly, no report has yet come forward,
and so far as our knowledge goes the
Reserve Bank and the Central Bank
did very little to discharge their res-
ponsibility in this regard. However,
by bringing forward this belated legis-
lation there may be a chance that a
very small percentage of the money
that is going to be lost may be saved.

In this connection, a provision has
been made for the appointment of
Court liquidators. The Banks Liquida-
tion Proceedings Committee speci-
fically compared the position of the
Court Liquidator and the private liqui-
dator as found in two important com-
mercial cities of our country—Bombay,
and Calcutta. As a result of that we
are now going to appoint Court Liqui-
dators with a view to minimise the
cost of liguidation proceedings and
in an attempt to safeguard the
interests of the depositors. But we do
not know why a proviso has been
added by which the High Courts have
been given the power to appoint pri-
vate liquidators in preference to Court
Liquidators. I do not know whether I
should say more in detail because
already exception has been takan to
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.-remarks made about the functioning
~0f Courts. However, I should say from
my own experience in my State that
-our High Court has not discharged its
responsibility so far as the depositor
is concerned.

We know—I will not go into
~details—that in 1946 and 1947 a large
‘number of Banks crashed. Unlike in
Punjab, in our State of West Bengal,
we can dilferentiate the two categories
-of bank crashes: one class, a large
percentage of whose assets is in
‘Pakistan and could not be recovered;
and another of quite a number of
banks whose Managers or directors
indulged in a very obnoxious form of
.share market dealing or fatka dealing.
It is known to everybody, and more so
1o the Deputy Minister who is piloting
this Bill, that these directors just
squandered away the cash deposits of
the Banks by going in for shares
which possibly had no value or by
buying them at inflated prices. As
soon as the prices came down, the
-entire burden war shifted on to the
‘banks. As a result of the war, small
traders who had made some profits
‘because of inflated prices put their
warnings in these banks. But unfortu-
nately one fine morning, as a result of
the actions of these directors and
managers and as a result of the com-
plete callousness and inactivity of the
Reserve Bank to exercise their powers
even under the then law, these
depositors had to suffer and possibly
‘were completely ruined.

From 1047 it took two years, and
in 1949 the Banking Companies Act
came. I thought when that Act was
‘brought into force that from the cumu-
lative experience of all the States and
more so of the State wherein so many
‘Banks had gone into liquidation, the
Act would have been made fool-proof.
One fine morning the lawyers found
all the proceedings, whether in a
Munsiff Court or a District Court,
were brought before the High Court
under the provisions of the Banking
‘Companies Act. I know in the Calcutta
‘High Court in one day nearly 700
plaints were filed, and the valuation
of the plaints were Rs. 175, Rs. 125,
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Rs. 225 and so on. I know of a parti-
cular Solicitor who actually flled 325
plaints in one particular day, the total
value of which did not come to
Rs. 2,000, because there were small
claims and they were all brought for-
ward. And unfortunately for this
claim of Rs. 175, as my Deputy Leader
has already pointed out, the legal cost

. which is allowed by the Rules of Pro-

cedure of the Court was Rs. 400 to
Rs. 500. Our High Court has taken
three or four years and even then it
has not found the time to frame the
rules under the -Banking Companies
Act. And the Calcutta High Court
possibly ranks as the first in our
country.

When that is the position today, we
again give an option to the High
Court to do away with the Court
Liquidators. The attitude of the High
Court in this matter should have been
different from dealing with an ordi-
nary litigant. It was a complete econo-
mic crash coming at a particular
period which had tremendous reper-
cussions on the socio-economic charac-
ter of our society and our country.
But the High Court took 2} yeare to
decide the procedure, whether they
should be considered as applications
or they should be suits, by the appeal
courts, They were thinking in an
abstract way that it was the right of
litigants to fight in their own way as
in normal circumstances and bring
forward evidence. In these cir-
cumstances, if we give  sume
power to the High Court, I do not
know to what extent—however
pious the wish of the hon. Deputy
Minister may be, he will be able to
save the moneys of the common man
and the depositors of our country.

In the second reading I shall be able
to deal in detail with this particular
Clause, because under the Banking
Companies Act, the Court may do
away with the Committee of Inspec-
tion which has been provided for
under the Indian Companies Act.
Therefore, if a private liquidator is
appointed and the Court decides there
should not be a Committee of Inspec-
tion, the ordinary depositors will
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practically have no say. An ordinary
depositor has probably deposited
Rs. 500 or Rs. 1,000 or Rs. 2,000 and
supposing he lives 300 miles away, he
cannot have the time and he will not
take the initiative to come forward
and look into the administration of the
liquidators. I say with a full sense of
knowledge and responsibility that only
a few days back, just before the last
vacation of the High Court in Cal-
cutta, there was a case. A Member
of the English Bar had been appointed
liquidator three years back. He has
collected Rs. 125 lakhs, but as yet he
has not furnished a security as
ordered by the Court. He is working
on an interim order. And to the credit
of our present Company Judge I must
say that he immediately removed the
liquidator. In some cases I have seen
that possibly, for reasons which I do
not want to disclose, Judges have been
lenient towards the members of the
profession so far as their work as
liquidators is concerned. Therefore,
even though a liberal provision has
been made giving power to the High
Court to do away with compulsory
appointment of the Court Liquidator,
some safeguard or check must be pro-
vided. For that reason I have moved
an Amendment. I hope I shall get an
opportunity to speak on it.

Then I come to the question of legal
charges. I would suggest that an
attempt should have been made—I do
not know whether it is possible under
the rule-making powers of the execu-
tive—by Government to have paid
lawyers for this purpose. If a lawyer
is appointed, in the course of his ordi-
nary work, he has to charge normal
fees; unless he is possibly a raw man,
he will always charge some fees. I
would suggest that you should have a
body of men in places like West
Bengal and Travancore-Cochin, where
quite a large number of banks has
gone into liquidation, and I think it
gshould be very easy to get efficient
men on a decent pay. If the Calcutta
Corporation could afford to have a
paid solicitor to work as a whole-time
man, and if a local body like the

1 DECEMBER 1853

(Amendment) Bill 1220

Calcutta Improvement Trust could
have a paid solicitor, why should not.
ghese ligquidation proceedings also be:
conducted by paid lawyers on a salary
basis, and not on the basis of parti-
cular fees for particular cases?

As is provided for in the insolveny-
cases, I wish there had been some-
concession, even in respect of thes~
liquidation proceedings, in regard to
court fees, Otherwise, even as put
forward by Mr. Justice Chakravarty,
of the Calcutta High Court, nearly
50 per cent. would be eaten up by
court fees, and the fees for counsel. 1
hope the hon. Deputy Minister him--
self, who at one time, when he was
sitting close to us, was a champion of
these banks. . .

Shri A, C. Guha: I was never a
champion of these banks.

Shri K. K. Basu: I mean the deposi~
tors. One other point I would like to
emphasize in this connection, and that
is. . ..

Shri 8. 8. More: I think it ig time
to adjourn, Sir.

Mr. Chairman: I know it.

Shri K, K. Basu: I shall take just
five or six minutes.

The next point I would like to em-
phasize is in respect of the deposits
made by the employees of the banks
as security. There have been conflict-
ing decisions on the gquestion whether
they should have preference over the
other creditors or nol. As you know,
Sir, an accountant or a cashier, when
he is appointed on a salary of Rs. 180
or so, has to make a deposit of
Rs. 1,000, which might possibly be the
savings of his family, or his father or
some of his relatives. When the bank
goes into liquidation, all that amount
is lost. If he is not given preference
over the other secured creditors, it
may take a long time for him to
realise that money. There should have
been some provision In the Bill, to
safeguard the interests of these per-
sons, and to treat them as creditors
with some preferential treatment. A
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similar  provision should also have
been made, in respect of the provi-
dent fund of the employees. It is true
that the depositors would get only a
fraction of their claims, but these are
the people who have given their best
to build up these banks, and because
of the misbehaviour or mismanage-
ment of some directors, they have had
to suffer. These are some of the
points which I would request the hon.
Minister to take into consideration.

So far as the provision in respect of
the directors is concerned, I would like
my hon. friend Shri V. B. Gandhi, to
come down to my State, and see for
himself in what manner these direc-
tors have behaved. I would rather say
that the High Courts have been lenient
to the directors, for the last six years
or so. Only in recent months, the
Calcutta High Court has prosecuted
about four or flve directors. I know
of the case of a very eminent director,
who, when he was asked, by the High
Court. under the Banking Companies
Act, to disclose his assets, came to the
High Court and said, I have nothing
left in my name, I have no assets in
my name. Possibly everything had
been transferred to thre name of some-
body else, and the law of the country

552 PSD,
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allows that. But fortunately, here [
find some provision in this connection.
I doubt whether that provision is
strong enough to catch hold of those
directors who do not discharge their
duty to the shareholders. They must
realise that they owe a duty to the
shareholders, and they should respect
the fact that a bank i merely a soclal
institution. Unless they develop this
mentality, they should not be allowed
to act as directors of any banking
concern.

With these few words, I oppose the
motion for referring the Bill to the
Select Committee. In wview of the
urgency of the Bill, I feel that it must
be passed In this session itself.

Mr, Chairman: The hon. Minister.

Shri A. C. Guha rose—

Shri 8. 8, More: Are you continuing,
Sir?

Mr. Chairman: Is the hon. Minister
likely to take long?

Shri A. C. Guha: Yes.

Mr. Chairman: Then I shall adjourn
the House till 1-30 p.M. tomorrow.

The House then adjourned till Half
Past One of the Clock on Wednesday,
the 2nd December, 1953.





