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INTRODUCTION
1. the Chairman of the Estimates Committee, having been authori

sed by the Committee, present this Eighty-Sixth Report of the Esti
mates Committee on action taken by Government on the recommen
dations contained in the Fifty-Third Report of the Estimates Com
mittee (Third Lok Sabha) on the Ministry of Finance—erstwhile 
Department of Revenue and Company Law (Company Law Division).

2. The Fifty-Third Report of the Estimates Committee was presen
ted to the Lok Sabha on the 10th April, 1964. Government furnished 
replies indicating action taken on all the recommendations on the 7th 
December, 1964. Government's replies to all the recommendations 
were considered by the Study Group ‘E’ of the Estimates Committee 
(1964-65) on the 26th April, 1965 who desired that further information 
in respect of 13 recommendations might be called for. Further replies 
in respect of 13 recommendations were received on the 25th June, 
1965 and were considered by Study Group ‘F’ of the Estimates Com
mittee (1965-66) on the 25th August, 1965. The draft Report was 
adopted by the Committee on the 17th September, 1965.

3. The Report has been divided into the following Chapters:—
I. Report.

II. Recommendations that have been accepted by Government.
III. Recommendations which the Committee do not want to

pursue in view of Government’s reply.
IV. Recommendations in respect of which replies of Government

have not been accepted by the Committee.
4. An analysis of the action taken by Government on the reco

mmendations contained in the Fifty-Third Report (Third Lok Sabha) 
of the Estimates Committee is given in Appendix V. It would be 
observed therefrom that out of 48 recommendations made in the 
Report, 45 recommendations **- 94 per cent have been accepted by 
the Committee and the Committee do not desire to pursue two reco
mmendations i.e. about 4 per cent in view of Government’s reply. Of 
the rest, reply of Government in respect of one recommendation, i.e. 
about 2 per cent has not been accepted by the Committee.

N ew  D elhi-1,
18th September, 1965. 
Bhadra 27, 1887 (Saka).

ARUN CHANDRA GUHA, 
Chairman, 

Estimates Committee.



CHAPTER I
REPORT

The Estimates Committee are glad to observe that the recommen
dations contained in their Fifty-Third Report (Third Lok Sabha) 
on the Ministry of Finance—erstwhile Department of Revenue and 
Company Law (Company Law Division) have been generally accept
ed by Government. There is, however, one recommendation reply 
to which has not been accepted by the Committee and which has 
been reiterated in Chapter TV of this Report.



CHAPTER II
RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY

GOVERNMENT

Recommendation (Serial No. 1) Para No. 5
The Government hope that early action would be taken in pur

suance of the assurance given by the Finance Minister in Lok Sabha 
on the 28th. November, 1963 to simplify the existing law relating to 
joint stock companies as much as possible.

R eply o r  the G overnm ent

Government have included in the Companies (Second Amend
ment) Bill, 1964 which was introduced in Lok Sabha on 21st 
September, 1964, certain amendments with a view to simplify the 
Act to the extent possible, consistent with the felt need for retain
ing the restrictive provisions of the Act, which, though not invoked 
often, are necessary os a deterrent to undesirable trends in manage
ment. Government also propose to weed out some of the forms 
which are et present required to be filed by companies with the 
Registrars, but this can be implemented only after the Act is 
amended, as proposed.
[Ministry of Finance, Department of Company Affairs and Insurance 

O.M. No. F. 8(l)-BGT/64, dated the 7th December, 1964].

Recommendation (Serial No. 2) Para No. 9
The Committee would have thought it natural if in implement

ing the decision about the transfer back of the Department of 
Company Law Administration to the Ministry of Finance, it had 
been placed under the Department of Economic Affairs along with 
which it was functioning briginally and which has continued to 
be in charge of other related subjects. The Committee, therefore, 
cannot resist the conclusion that the position needs to be reviewed.

R eply o r  the G overnm ent

To provide for better Co-ordination Government have consti
tuted the Department of Company Affairs and Insurance which 
will enable matters relating to Insurance Companies to be dealt 
with in the same Department as other Companies. The need to

3
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Co-ordinate the activities of all the Departments of the Ministry 
•( Finance in the shaping of the Economic policies of Government 
to  always kept prominently in view.
{Ministry of Finance, Department of Company Affairs and Insurance 

OM. No. F. 8(1)-BGT/64, dated the 7th December, 1964].
Recommendation (Serial No. 3) Para No. 16

The Committee note that there is heavy concentration of com
panies in Eastern Region. They would, therefore, suggest that 
«  suitable yardstick for assessing the workload in the Regional 
Offices may be evolved so that the Regional Offices are adequately 
■staffed.

R e p l y  o f  t h e  G o v e r n m e n t

H ie Office of the Regional Director, Bombay, was work-studied 
"by the S.R.U. of the Ministry of Finance last year (1963). It was 
found that the staff in that office was adequate. The nature of work 
in other offices is similar. No other Regional Director made 
a. demand for extra staff. It is presumed therefore that the staff 
provided to the other three offices is adequate.

Observations of the Committee will be kept in view. As soon as 
any demand is received for more staff, the office will be work-studied 
and adequate staff provided in that office.
I Ministry of Finance, Department of Company Affairs and Insurance 

O.M. No. F. 8(1)-BGT/64, dated the 1th December, 1964].

F u r th e r  I n f o r m a t io n  c a l l e d  f o r  b y  t h e  C o m m it t e e

It may be stated whether suitable yardstick for assessing the 
-workload in the Regional Offices for meeting the staff requirements, 
hms been evolved.
fXok Sabha Secretariat O.M. No. 5/8(1) EC/64, dated the 1st May, 

1965].
F u r t h e r  R e p l y  o f  th e  G o v e r n m e n t

A suitable yardstick for assessing the staff requirements in the 
Regional Offices has been evolved.
JMinistry of Finance, Department of Company Affairs and Insurance 

OM- No. F. 8(l)-BGT/65, dated the 25th June, 1965].
Recommendation (Serial No. 4) Para No. 18

The Committee feel that a suitable training programme for the
Stuff in the offices of the Official Liquidators which is badly in arrears,
sAouId be devised and implemented early.
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They would suggest that in the light of experience gained so far* 

a suitable training programme for the staff of the headquarters o f 
the Company Law Division, may also be arranged.

R e p l y  o f  t h e  G o v e r n m e n t

Steps are being taken to devise a suitable training programme for 
the staff of the whole-time Official Liquidators. The views of the 
Official Liquidators have been called for and training will be 
arranged for these offices before long. There are, however, certain 
official liquidators who work only part-time and whose staff is also 
employed on a part-time basis. There are of course, offices where 
the volume of liquidation work is comparatively small. Where the 
work justifies it is proposed to organise full-time offices. It would 
be difficult to provide training facilities for part-time offices.

So far as training programme of the staff of the headquarters of 
the Company Law Board is concerned, it is stated that training 
requirements of the staff differ from section to section. The best, 
training is received by the staff while working on the jobs. We are, 
however, considering organizing training of the staff through lectures 
on important subjects common to various sections or those that are 
in the nature of basic policies.
[Ministry of Finance, Department of Company Affairs and Insurance 

OM. No. F. 8(1)-BGT/64, dated the 7th December, 1964].

F u r th e r  I n f o r m a t io n  c a lle d  fo r  b y  t h e  C o m m it t e e

It may be stated whether training programme for the staff of 
the whole-time Official Liquidators, has been devised and training 
commenced.

It may be stated whether the training of staff at the headquarters 
has commenced as a result of consideration of the question of orga
nisation training of staff through lectures on important subjects 
common to various sections etc.
[Lok Sabha Secretariat O.M. No. 5/8(l)-EC/64, dated the 1st May, 

1965].

F u r th e r  R e p l y  o f  th e  G o v e r n m e n t

Steps are being taken to devise a suitable training programme 
for the staff of the whole-time Official Liquidators. The Synopsis 
for training of the staff of the whole-time Official Liquidators are 
now under preparation. As soon as the Synopsis are prepared 
training will be commenced-
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So far as training programme of Staff at Headquarters of the 

Company Law Board is concerned, reply has already been given. We 
shall arrange for training of the staff through formal lectures in due 
course.
[.Ministry of Finance, Department of Company Affairs and Insurance

O.M. No. F. 8(l)/BGT/65, dated the 25th June, 1965].
Recommendation (Serial No. 5) Para No. 20

Though there is some improvement as seen from the table given 
in para 20, the Committee feel that the number of applications pend
ing at the end of the year is still very high. The Committee would 
stress that action may be taken not only to ensure that the applica
tions are disposed of within the target time fixed by the Departmentf 
but also to revise the time schedule itself in the light of experience 
gained so that applications which are received complete in all res 
pects are finally disposed of within six weeks.

R e p l y  o f  th e  G o v e r n m e n t

The observations made by the Estimates Committee have been 
noted. Every effort would be made to dispose of the applications 
within the time suggested by the Estimates Committee. Experience 
has shown, however, that due to various reasons e.g. reference to the 
Company Law Advisory Commission as required by statute, failure 
of applicants to furnish complete and correct facts and details, and 
procedural requirements such as publication of notices in newspapers, 
it is not always possible to adhere to the target dates.

The Board will, however, endeavour to reduce the time in grant
ing licences and according approvals under various Sections of the 
Act to the minimum, and will continue their efforts to dispose of the 
applications, which are received complete in all respects, well within 
the prescribed time target.
[Ministry of Finance, Department of Company Affairs and Insurance

O.M. No. F. 8(l)-BGT/64, dated the 7th December, 1964].

Recommendation (Serial No. 6) Para No. 21
The Committee hope that no efforts would be spared by Govern- 

ment to fulfil in letter and spirit the assurances of “positive helpful
ness” given by the then Finance Minister on the floor of Lok Sabha 
on the 12th September, 1955 at the time of piloting the Companies 
Bill, 1953.

The Committee are of the tneu? that close contact should be main
tained by the Regional Directors and Registrars of Companies with
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representative chambers of commerce, trade organisations and 
other professional bodies connected with trade and industry so as to 
enlist enlightened opinion for adoption of sound standards in com
pany formation and company management. The Company Law 
Division may also keep a watch from the Centre so as to ensure a 
coordinated approach.

The Committee feel that in the interest of promoting closer liaison, 
it may ie worthwhile to constitute an Advisory Committee consisting 
of representatives of Chambers of commerce and industry and other 
leading bodies of the corporate sector to advise the Regional Direc
tors on such matters as public relationsf sound company practices9 
timely filing of returns etc.

R e p l y  o f  th e  G o v e r n m e n t

1. Government agree with the view of the Estimates Committee 
that close contact should be maintained by the Regional Directors and 
Registrars of Companies with Chambers of Commerce, trade organisat
ions and other professional bodies connected with trade and indus
try. As a matter of fact, it has been the constant endeavour of the 
field officers of this Department to maintain as close liaison as possi
ble with representative bodies of commerce and industry and with 
professional bodies such as Regional Council of the institution of Char
tered Accountants and discuss with them the problems relating to 
company management and other matters arising out of the adminis
tration of the Companies Act.

2. With a view to achieving this object, Study Circles have been 
constituted in the Regions to stimulate informal discussions on pro
blems relating to corporate management including inter-alia the 
impact of the provisions of the Law on the working of companies and 
to help in the growth of healthy management practices. Members 
of the Study Circles have been drawn from different sources such as 
managements, Accountancy Profession, Legal Profession and Com
pany Secretaries. Regional Director, Registrar and other senior offi
cers of the field offices participate in these discussions. Apart from 
holding discussions in these Study Circles, the Regional Directors and 
the Registrars very often meet the various chambers and the trade 
associations and discuss with them problems relating to corporate 
management. Besides, the Chairman and the Member of the Com
pany Law Board also undertake frequent visits to important centres 
of commerce and industry and discuss such matters with representa
tives of chambers of commerce and professional bodies*

3. As the object underlying the suggestion of the Estimates Com* 
mittee is already achieved by the existing arrangements as indicated
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above, the formation of an additional body, viz. a Regional Advisory 
Committee is not considered necessary at this stage. In this connection 
it may alsp be pointed out that clause 53 (b) of the Companies (Se
cond Amendment) Bill, 1964 provides for the formation of an Ad,- 
visory Committee at headquarters to advise Government and the 
Company Law Board on such matters arising out of the administra
tion of the Companies Act, as may be referred to it by the Govern
ment or the Board.
£,Ministry of Finance, Department of Company Affairs and Insurance

O.M. No. F. 8(1)/BGT/64, dated the 1th December, 1964J.
C o m m e n t s  o f  th e  C o m m it t e e

Serial No. 6 (Third sub-paragraph)
Clause 53(b) of the Companies (Second Amendment) Bill, 1964 

provides for the formation of the Advisory Committee at the head
quarters to advise Government and the Company Law Board on such 
matters arising out of the administration of the Companies Act. The 
Committee are glad to note that Government have accepted the prin
ciple of having an Advisory Committee which is proposed to be consti
tuted at the Centre. The Committee have no doubt that in the light 
of experience gained in the working of the Advisory Committee, the 
Government would, in due course, constitute Regional Advisory Com
mittees also for adinsing on such matters as public relations, sound 
company practices, timely filing of returns etc.
Recommendation (Serial No. 7) Para No. 22

The Committee observe that the progress made in setting up of 
Advisory Cells by the Chambers of Commerce so far, at the instance 
of the Registrars of Companies is not satisfactory. They would like 
to suggest that all efforts should be made by the Registrars of Com
panies to assist and encourage the setting up of such agencies by all 
important chambers of commerce in the country.

R e p l y  o f  t h e  G o v e r n m e n t

According to the latest reports received from field officers, fifteen 
Chambers of Commerce and Trade Associations have so far set up 
Advisory Cells and ten Chambers have constituted sub-committees 
for dealing with company law and allied questions posed by their 
members. It has also been reported that some of the Chambers in 
Calcutta have separate legal departments which attend to the various 
queries raised by members on company law and other legal matters.

The? Registrars and Regional Directors have again been instructed 
to make further efforts to persuade the remaining important Cham
bers in the country to take suitable measures for rendering advisory
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service to their constituents in regard to matters pertaining to 
company law, and to extend all possible assistance in this direction. 
However, in the ultimate analysis, the action taken must depend on 
the Chambers themselves, and the Registrars’ efforts can be of 
limited help only.

[Ministry of Finance, Department of Company Affairs and Insurance 
O.M. No. F. 8(l)/BGT/64, dated the 7th December, 1964].

Recommendation (Serial No. 8) Para No. 23
The Committee consider that provision of adequate and proper 

amenities in the Registrars9 offices for the visiting public is also- 
lutely essential. The waiting room should not only be properly fur• 
nished but good reading material and company literature should be 
placed there so that the visitors can usefully spend their time while 
waiting for inteview etc.

R e p l y  o f  t h e  G o v e r n m e n t

The Department has already undertaken to equip the visitors 
room in the Registrars’ offices with the necessary furniture and has 
also issued instructions to the Registrars to make good reading 
material available to the visitors.

[Ministry of Finance, Department of Company Affairs and Insurance 
O.M. No. F. 8(l)/BGT/64, dated the 7th December, 1964].

Recommendation (Serial No. 9) Para No. 29

The Committee consider that as the country is divided into four 
regions for the purposes of administration of the Companies Act, it 
would be better if a sitting of the Advisory Commission is held at 
least once during the course of the year in each of these regions.

R e p l y  o f  t h e  G o v e r n m e n t

The recommendation has been brought to the notice of the Com
pany Law Advisory Commission and it is being followed.

[Ministry of Finance, Department of Company Affairs and Insurance 
OM. No. F. 8(l)/BGT/64, dated the 7th December, 1964].

Recommendation (Serial No. 10) Para No. 30

30. Since the amount of fees realised from the joint stock com
panies during each of the last three years has far exceeded the



amount of expenditure on the Company Law Administration, the 
Committee suggest that the question of crediting the extra revenue 
to a special fund for the purpose of undertaking research in cor
porate matters and in imparting training to accountants, company 
secretaries etc. may be examined

While there may not be any Objection to levy of fees commensu
rate with the services rendered, the Committee are doubtful whe
ther such a levy should be treated as an additional source for raising 
General Revenues. The Committee, therefore, suggest that the 
entire question of rationalisation of fees may be carefully examined 
by an expert committee.

R e p l y  o f  t h e  G o v e r n m e n t

The Government accept the principle that the fees levied by 
Company Law Board should be commensurate with the services ren
dered and should not be treated as an additional source for raising 
general revenues. The Government also accept in principle th«* 
suggestion of the Committee that the surplus funds available might 
be spent on undertaking research in corporate matters as well as in 
imparting training to Accountants and Company Secretaries.

2. The Company Law Board have recently taken certain steps to 
stimulate interest in corporate research in Universities and to co
ordinate such work. The view expressed by research workers was 
that, by and large, shortage of funds is not the main bottleneck in 
the matter of research, but the more serious obstacle is the dearth 
of really trained and competent research scholars. In this connec
tion, suggestions were made that seminars or training centres might 
be organised for them. Government propose to examine these sug
gestions sympathetically, as they emerge in more concrete forms, 
and render all assistance they can to the research group in the 
Universities engaged on corporate problems. The question of ex
pansion of the Research Cell in the Company Law Board would also 
be considered, provided suitable research workers are available.

3* Similarly, it is also proposed to consider sympathetically sche
mes for training Accountants and Company Secretaries as suggested 
by the Committee, In particular, it is felt that there would be con
siderable scope to provide scholarships or stipends to Cost Accoun
tants whose number at present all over the country is extremely 
limited.

• • • • •
tMinistry of Finance, Department of Company Affairs and Insurance

O.M. No* F. 8(l)/BG T/64, dated the 7th December, 1964].
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The Committee agree with the instructions issued by the Minis
try of Finance in para 5 of their circular letter No. 2/1/56- 
PR (CX_A.), dated the 20th January, 1966 addressed to the Regis
trars of Companies that “Government should not attempt to interpret 
the provisions of the Act for the public and they should get advice 
from their legal advisers?’.

The Committee need hardly say that legal interpretation of the 
provisions of the Act should be left to the Courts of Law. It has, 
however, to be recognised that the Companies Act is a complex piece 
of legislation and it may not be possible to deny elucidation of its 
provisions to companies which may seek clarification from the Com
pany Law Division

R e p l y  o f  t h e  G o v e r n m e n t

While taking care not to engage in controversies on the inter
pretation of any provisions of the Act, or to assume what might 
appear to be the role of a judicial authority, the department iias 
not denied elucidation of the provisions of the Act, to companies, 
chambers or individuals, when such elucidation has been sought or 
is considered necessary. While doing so, it is made clear that the 
views expressed are those which Government would take on the 
points raised and that the said views should not be treated as an 
authoritative interpretation of the law which only a Court of law 
is competent to give. Clarifications in regard to important provisions 
of the Act are also published from time to time in the “Company 
News & Notes” , a fortnightly publication of the Company Law 
Board. Chairman and Member of the Company Law Board have also 
been meeting the representatives of the various Chambers of Com
merce and other professional bodies interested in Company Law with 
a view to discussing matters of common interest and elucidating 
any important points relating to interpretation of the provisions of 
the Act. Regional Directors of the Company Law Board have also 
been keeping in touch with the Chambers of Commerce and profes
sional bodies in their respective regions and elucidating the points 
raised with them to the extent possible.

Government and the Company Law Board propose to continue the 
policy outlined above-

Rwcomnendation (Serial No. 12) Para No. 32

[Ministry of Finance, Department of Company Affairs and Insurance
Om. Ho. F. 8(1) /BGT/64, dated the 7th December, 1964].
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As the object of publishing the unsound practices in the Annual 
Report is to forewarn others so that they may refrain from resort- 
ing to such practices, there is obvious advantage in discussing such, 
matters with representative bodies of the corporate sector.

A duty is also cast upon such representative bodies of the cor* 
porate sector to advise their constituent units to refrain from re- 
sorting to such unsound practices. The Committee would suggest 
that only important and serious instances of unsound practices may 
be included in the Annual Report. They would further suggest 
that the number of companies found to be resorting to an unsound 
practice, may be specified in the Annual Report so as to avoid any 
erroneous impression that the practice is widespread in the corporate 
sector.

Recommendation (Serial No. 13) Para No. 33

R e p l y  o f  th e  G o v e r n m e n t

The Government generally agree with the recommendations of 
the Estimates Committee. When the Chairman ocr Member of the 
Company Law Board meets representative bodies of the corporate 
sector from time to time as a part of their normal practice, they 
propose to avail of suitable opportunities of mentioning cases of un
sound company practices to these bodies.

Only important and serious instances of unsound practices would 
be included in the Annual Reports, making it clear that such prac
tices are not general or widespread and that only a very few com
panies are indulging in those practices.

£Ministry of Finance, Department of Company Affairs and Insurance 
O.M. No. F. 8(l)/BGT/64, dated the 7th December, 1964].

Recommendation (Serial No. 14) Para No. 34

As the last survey of ownership of shares was conducted in 
December, 1959, the Committee would suggest that survey may again 
be undert then towards the end of this year. In fact, it would t*  
useful if suh a survey is undertaken at intervals of five years so 
that Government have timely and reliable information of trends of 
ownership of shares!
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R eply  o r  the G o vern m en t

The previous survey of ownership of shares was conducted by 
the Aeserve Bank for which purpose they had issued a special ques
tionnaire to the selected companies. The Reserve Bank’s attention is 
being drawn to the recommendations of the Estimates Committee to 
conduct such surveys at the end of each quinquennium. We do not 
wish to undertake the survey ourselves to avoid duplication.

£ Ministry of Finance, Department of Company Affairs and Insurance 
O.M. No. F. 8 (1) -BGT/64, dated the 7th December, 1964].

F urther in f o r m a tio n  called  for b y  th e  C o m m it t e e

The result of drawing the attention of the Reserve Bank of India 
to the recommendation of the Estimates Committee may please be 
indicated.
\Lok Sabha Secretariat O.M. No. 5/8(1)-EC/64, dated the 1st Mayf

1965].
F u rth er  r e p l y  fu r n ish e d  b y  th e  G o v e r n m e n t

The Reserve Bank of India has decided to undertake another sur
vey of ownership of shares this year.

£Ministry of Finance, Department of Company Affairs and Insurance
O.M. No. F. 8(1) BGT/65, dated the 2*>th J i m 1965].

Recommendation (Serial No. 15) Para No. 35
The Committee feel that the suggestions of the Stock Exchange 

Association ab(mt the operation of Section 73 referred to in para 35 
merits detailed consideration by Government so that an equitable 
policy can be followed for admission of shares of companies by m 
Stock Exchange.

R e p l y  o f  th e  G o v e r n m e n t

Regulation 2 of the Bye-laws and Regulations of the Stock Ex
changes, dealing with the conditions which a company desirous ot 
listing its shares on a recognised stock exchange has to satisfy are 
uniform and are modelled on the rules framed by the Government 
under the Securities Contracts (Regulation) Act, 1956. Even where 
discretion has to be followed by all the Exchanges and a depasture 
is allowed only with the prior approval of the Government. It if* 
therefore, very unlikely that in a particular case permission is grant* 
ed by one stock exchange and refused by another; Betides, Section
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22 of the Securities Contracts (Regulation) Act, 1966 pwnrldai for 
the right of appeal to a company whose securities have not been 
listed by a recognised Stock Exchange. Therefore, in a case of the 
type the Committee has in view, there are enough safeguards to en
sure that an equitable policy is followed. It is, therefore, considered 
not advisable to make any changes in Section 73 of the Companies 
Act, 1956, to provide for suspension of the refund clause.

It may be added that the listing of securities by a company is 
purely voluntary and it is for the company to satisfy itself before 
making any statement in the prospectus about listing of its securi
ties whether its application has fully met with the listing require
ments laid down in the Statutory Rules and the relative Regulation 
2 of the Bye-laws fc Regulations of the Stock Exchange concerned.

In any case, unless the prospectus definitely refers to applications 
to certain specified Stock Exchanges or to their desire to have the 
shares listed in several Stock Exchanges we would not insist on the 
share money being refunded if atleast one recognised Stock Ex
change enlists shares and such enlistment is not in relaxation of the 
rules on the subject.
[Ministry of Finance, Department of Company Affairs and Insurance 

O.M. No. F. 8(l)-BGT/64, dated the 7th December, 1964].

F urther in f o r m a t io n  called  for by  th e  Co m m tttb e

Relevant extracts from the following Bye-laws and Rules and 
Regulations referred to in the first paragraph of the reply may 
■please be furnished

(1) Regulation 2 of the Bye-laws and Regulations of the
Stock Exchanges.

(2) Rules framed by Government under the Securities Con
tracts (Regulation) Act, 1956.

tLok Sabha Secretariat O.M. No. 5/8(1)-EC/64, dated the 1st May,
1965].

F u rth e r  r e p l y  r eceived  f r o m  t h e  G o v e r n m e n t

A copy each of (1) Regulation 2 of the Bye-laws and Regulations 
■of the Stock Exchangee and (2) Rule 19 of the Securities Contracts 
(Herniation) Rules, 1957 is eneloeed (Appendices I and II).

[ifiniatry of Finance, Department of Company Affairs and Insurance
OM . No. F. 8(l)-BGT/64, dated the 25th June 1965].
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The Committee would suggest that the problem, of "cornering" 
of shares should be investigated in all its aspects so that Govern
ment under the powers available to it may take action to prevent 
" cornering”  of shares by unscrupulous elements.

R e p l y  o f  t h e  G o v e r n m e n t

The Chairman of the Company Law Board has stated that no 
special study seems to be called for since the matter will presumably 
be studied by the Monopolies Commission.

The Secretary and Director of Investigations, Monopolies Inquiry 
Commission have been requested to study this aspect and they have 
accordingly made a note of this. It is not, therefore, proposed to 
study the problem of cornering of shares in the Board, at present.
[Ministry of Finance, Department of Company Affairs and Insurance 

O.M. No. F. 8(l)-BGT/64, dated the 7th December, 1964].

Recommendation (Serial No. 17) Para No. 39

The Committee would stress that the Commission proposed to be 
set up under the Commission of Enquiries Act to enquire into M o n o 
polies and the concentration of economic power in the Indian 
economy should be constituted and instructed to submit its report 
at an early date*

R e p l y  o f  t h e  G o v e r n m e n t

The Central Government has already set up a Commission of In> 
quiry under Notification No. C.S.R. 634 dated 16th April, 1964. The 
Commission is required to submit its report by the 31st October, 
1965.
[Ministry of Finance, Department of Company Affairs and Insurance

O.M. No. F. 8(l)-BGT/64, dated the 7th December, 1964].

Bin ninnH inlatinn (Serial No. 18) Pans Nos. 40-41

The Committee consider it somewhat paradoxical that while 
other elements connected with the working o f corporate enterpriser, 
viz. the workers and the company managements posses weU-organi- 
sed unions or associations, the shareholders who are the kingpin o f 
■the corporate  system, cannot be said to be even loosely organised.

twwmlKiiilaflttt (Serial No. It) Pan No. 37
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The Committee are constrained to observe that the important issue 

of organising shareholders into effective organisation has not yet 
received the attention it deserves in spite of the assurance given by 
the Minister of Revenue and Civil Expenditure on the floor of the 
Rajya Sabha at the time of piloting of the Company Lam, Bill, 
1953.

The Committee are of the view that Government should under
take suitable studies of the practice obtaining in other countries and 
facilitate the formation of shareholders’ associations by drawing the 
attention of public to the useful and wholesome role which can be 
played by such organisationsJ

Since the shareholdersf associations can be developed into use
ful agencies for resolving conflicts and misunderstandings between 
the investors and the company managements, the Committee are 
of the view that Government may give due importance and recog- 
nition to such associations by actively associating their representa
tives in various Advisory Committee. The prerequisite conditions 
should, however, be that the shareholders? association are truly re
presentative bodies and are well organised to serve the larger in
terests of the shareholders.

R e p l y  o f  th e  G o v e r n m e n t

Shortly after the Companies Act, 1956 came into force, it was 
officially made known to all those interested in the matter that the 
Department would be prepared to offer all such assistance and faci
lities as the existing associations or promoters of new associations 
might ask for. Also Senior Departmental Officers, in the course of 
their discussions with the Chambers of Commerce, Trade Associa
tions, Stock Exchanges, and the existing shareholders associations, 
while emphasising the useful and wholesome role such associations 
could play in the corporate activities of the country, have been re
iterating this assurance. The Directorate of Research & Statistics 
of the Department also brought out a brochure entitled “The Pre
sent and Future Role of Shareholders’ Associations in India” which 
was another attempt to promote constructive thinking on the sub
ject.

At present this Department is maintaining contact with such 
associations and is watchful of their activities.

Committee’s observations regarding the desirability of giving due 
importance and recognition to shareholders’ associations have been 
noted.
[Ministry of Finance, Department of Company Affairs and Insurance

OJt. No. F. 8(1)-BGT/64, dated the 7th December9 1964].
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Further mKUumosr caixo> M r by the Committee

It may pirate be stated whether the Ministry kuoe undertaken 
statable studies of the practices obtaining in other countries from 
the point of view of facilitating the formation of shareholders’ Asso
ciation in India and the latest position regarding shareholders’ asso
ciations and the number of members on their rolls may please be 
indicated, (c. f. Appendix VI).

[Lok Sabha Secretariat O.M. No. 5/8(1)-EC/64, dated the 1st May,
1965].

F u rth er  r e p l y  f u r n is h e d  b y  t h e  G o v e r n m e n t

A Study of the practices obtaining in other countries from the 
point of view of facilitating the formation of shareholders’ associa
tion in India has been undertaken in the Department. Besides dis
cussing the history and present role of shareholders' associations in 
India, UJL, and U.S-A., the study will cover the following aspects: —

1. Important provisions in the Companies Act, 1956 for protection 
of shareholders’ interests.

2. Emergence of small shareholders and the need for protecting 
their interests through shareholders' associations.

3- Impact of the growth of institutional investors on the share
holders associations.

4. The financial position of these associations, whether they are 
getting any financial aid from Government, Semi-Government or 
private bodies.

5. Some suggestions for the future role of shareholders’ associa
tions.

The position regarding shareholders’ associations and the num
ber of members on their rolls upto the year 1963 was furnished to 
Lok Sabha Secretariat in Annexure XVI in reply to point 50 of the 
recommendations of the Estimates Committee. Hie position after 1963 
will be mentioned in another study in hand

[Ministry of finance, Department of Company Affairs and Insurant*
O.M. No. F. 8(l)-BGT/64, dated the 25th June, 1965].



11

The Committee are of the view that the Company Law Division 
should make an assessment of the number of companies which have 
provided for the appointment of not less than two-thirds of the 
total number of directors according to the principle of proportional 
representation. This would enable Government to judge to what 
extent this whole-some provision has been made use of by the share
holders and that further educative measures are necessary to bring t/tts 
provision specifically to their notice.

R e p l y  o f  t h e  G o v e r n m e n t

The Research and Statistics Division of the Board will undertake 
a study in the matter.
[Ministry of Finance, Department of Company Affairs and Insurance 

O.M. No. F. 8(l)-BGT/64, dated the 1th December, 1964].

Recommendation (Serial No. 20) Para No. 45

The term of office of a majority of the managing agents who were 
appointed before 15th August, 1960 would expire on the 15th August, 
1965. Before renewals of these Managing agency contracts come up 
for consideration before the Advisory Commission and. Government, 
the Committee would suggest that a careful assessment should be 
made of the impact of the various measures taken by Government 
to give effect to the regulatory measures introduced by the Com
panies (Amendment) Act, 1960 and evaluate services rendered by 
the managing agency system as compared with other forms of 
management.

R e p l y  o f  t h e  G o v e r n m e n t

The question of formulating Government's attitude towards the 
Managing Agency system in time to consider the specific proposals 
for renewal of Managing Agency agreement which would expire in 
August, 1965 is at present actively under consideration.
[Ministry of Finance, Department of Company Affairs and Insurance 

O.M. No. F. 8(l)-BGT/64, dated the 1th December, 1964].

F urth er  in f o r m a t io n  c a i.ijb > to r  b y  th e  C o m m it t e e

T*« decision token, in the matter may please be intimated. 
£Lok Sab ha Secretariat O.M. No. 5/8(l)-BC/«4, dated the lit May,

u m j.

Rac«mm«BdatiM (Serial No. 19) Para No. 43
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Further reply  received f r o m  th e  g ovbrm ioch t

After the last reply to these recommendations of the iSatimntM 
Committee, Government have appointed a committee to make an 
enquiry into the managing agency system. This Committee is head
ed by Dr. I. G. Patel and has for the present taken up 5 industries, 
namely:—

(i) Cement;
(ii) Cotton Textiles J 
viii) Jute;
(iv) Paper; and
(v) Sugar.

for study. The Monopolies Inquiry Commission also will have an 
occasion to study the working of the managing agency system in 
India.
[Ministry of Finance, Department of Company Affairs and Insurance 

O.M. No. F. 8(1)-BGT/64, dated the 25th June, 1965].

Recommendation (Serial No. 21) Para No. 46

The Committee are generally in agreement with the policy laid 
down by Government for determining the term of office of Manag
ing Agent under Section 328 of the Companies Act. The Committee 
have no doubt that in deciding the term of appointment as Managing 
Agents, Government would keep in mind the inherent nature of the 
enterprise so that those requiring heavy capital investment or long
term planning can 'be allowed a longer tenure within the ceiling 
limits laid down in Section 328 of the Companies Act.

R e p l y  o f  t h e  G o v e r n m e n t

The observations of the Estimates Committee have been noted by 
the Government.
[Ministry of Finance, Department of Company Affairs and Insurance 

O.M. No. F. 8(1) -BGT/64, dated the 7th December, 1964].

(Serial No. 22) Para No. 47

The Committee feel that as the Company Law Administration 
had admittedly not received replies from majority of the companies 
addressed and full information had also not been received from the 
remaining companies, it would be worthwhile to review the list of 
services, which should ordinarily be regarded as falling within the
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scope of direct responsibility of the managing agents, in the Hght 
of experience and in the light of full information to be obtained 
from a representative number of companies.

The Committee would also stress that some effective check should 
be exercised by Government to ensure that the managing agents 
are in fact rendering services for which they receive remuneration 
as a percentage of net profits with the approval of Government.

R e p l y  o f  t h e  G o v e r n m e n t

As indicated earlier, the entire question of Government's attitude 
towards the Managing Agency system is under consideration.
[Ministry of Finance, Department of Company Affairs and Insurance 

O.M. No. F. 8(l)-BGT/64, dated the 7th December, 1964].

F u rth er  in f o r m a t io n  called  fo r  b y  t h e  C o m m it t e e

The decision taken in the matter may please be intimated.
[Lok Sabha Secretariat O.M. No. 5/8(1)-EC/64, dated the 1st May,

1965].
F u rth er  r e p l y  received  f r o m  th e  G o v e r n m e n t

After the last reply to these recommendations of the Estimates 
Committee, Government have appointed a committee to make an 
enquiry into the managing agency system. This Committee is head
ed by Dr. I. G- Patel and has for the present taken up 5 industries, 
namely:—(

(i) Cement;
(ii) Cotton Textiles;
(iii) Jute;
(iv) Paper; and
(v) Sugar.

for study. The Monopolies Inquiry Commission also will have an 
occasion to study the working of the managing agency system in 
India.
[Ministry of Finance, Department of Company Affairs and Insurance 

O.M. No. F. 8 (1) -BGT/65, dated the 25th June, 1965].

Recommendation (Serial No. 23) Para No. 48
The Committee hope that an early decision would be taken on 

the question of imposing restrictions on the number of companies
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whmh a firm or body corporate acting at wuwMigtng agents/secret** 
rtet and treasurers oan manage in tttfeer capacity so that the ambi
guity existing at present in this behalf is removed.

R e ply  o r  th e  G o vern m en t

The observations made by the Estimates Committee have been, 
noted by the Government In fact, the principle that a firm or 
body corporate should not manage more than 10 companies either 
as managing agents or as secretaries & treasurers is already being4 
followed by the Company Law Board.
[Ministry of Finance, Department of Company Affairs and Insurance* 

O.M. No. F. 8(l)-BGT/64, dated the 7th December, 1964].

Recommendation (Serial No. 25) Para 50

The Committee welcome the measure introduced by the Finance 
Minister in his Budget Speech 1964-65 limiting the amount of deduc- 
tion admissible to companies for expenditure incurred by them in 
providing perquisites to their employees for the purpose of the 
Income-tax Act.

The Committee also note that some of the leading companies are 
already including information about the perquisites given to their 
Directors in the Profit and Loss Accounts which are enclosed with 
their Annual Reports. There should, therefore, be no objection by 
other companies to the inclusion of information about the perquisi
tes given to Directors in their Profit and Loss Accounts. As this 
matter has been engaging considerable public attention, the Com
mittee would suggest that the position may be reviewed by Govern
ment in consultation with the representative bodies of chambers of 
commerce and industry.

R e p l y  o r  th e  G o v e r n m e n t

Provision for disclosure of information relating perquisites en
joyed by the managerial personnel including Directors of Compar 
nies in their Profit and Loss accounts already exists in terms of para 
4(vii) of Part II, Schedule VI to the Companies Act, 195f,

The field officers have been instructed to see that this provision 
Is rigidly adhered to by the companies.
[Ministry o f Fbumce, Department of Company Affairs and Insurance

O.M, Bfdi F. 8(l)-BGT/64, dated the 7th December, 106*3.
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The Committee would like Government to pursue the question 
o f imtPoducttom of Management Accountancy in public undertakings 
itigorousty to that it can be used as an instrument for effecting econo
my and improving efficiency.

R e p l y  o r  t h e  G o v e r n m e n t

The following lines of action are under active consideration of 
Government:

(i) Incorporation of a provision in the Companies Act for cost
audit conducted by competent Cost Accountants with a 
view to introduce in the companies concerned a regular 
system of cost control through management accountancy.

(ii) Holding of Seminars of Financial and Cost Advisers of
companies, both in the public and the private sectors, to 
discuss techniques on cost control and management 
accountancy and, in particular, to create a general con
sciousness for the introduction of such methods.

[Ministry of Finance, Department of Company Affairs and Insurance. 
O.M. No. F. 8(l)-BGT/64, dated the 7th December, 1964].

F u r t h e r  in f o r m a t io n  calle d  fo r  b y  t h e  C o m m it t e e

The decision taken in the matter may please be intimated.
[Lok Sabha Secretariat O.M. No. 5 /8(1)-EC/64, dated the 1st May, 

1965].

F u rth e r  r e p l y  rec e ive d  f r o m  i k e  G o v e r n m e n t

(i) We have provided in the Companies (Second Amendment)
Bill for cost audit. The Bill was introduced in the Par
liament on 21st September, 1964 and was placed before 
the Select Committee who have submitted their report 
to the Parliament. Select Committee have approved our 
proposal for cost audit. Now it is in its final stage of be
ing considered by both the Houses.

(ii) It is too early for us to arrange for any Seminar on finan
cial and cost audit when our proposal for cost audit In 
respect of private and public sector companies has not 
yet been approved by the Parliament. Even then the 
two Institute^ of accountants, namely the Institute o f 
Chartered Accountants of India and the Institute o f Coat 
n d  Works Accountants of bafta, which as* funativaainft

lufwnmwiilrflmi (Serial No. 27) Pam No. 55



under our supervision, have held Seminars on manage
ment accounting and cost accounting during this year. 
The participants of these seminars who were both from 
public and private sector, discussed the various techni
ques tin cost control and management accountancy and 
efficiency audit. The Institute of Chartered Accountants 
are holding an International Conference in November, 
1965 under the joint auspices of the Institute of Charter* 
ed Accountants end the Institute of Cost and Works Ac
countants- Government has agreed to bear half of the 
deficit arising from the holding of the Conference. A 
conference of Financial Advisers of the Public Sector 
Corporations was also arranged lost year by Finance 
Ministry. In 1962, Seminars in the nature of Workshop 
Discussions were arranged by Government at three re
gional headquarters in Calcutta, Bombay and Madras. 
These Seminars were attended by top executives of com
panies both from public and private sectors.

XAftnistry of Finance, Department of Company Affairs and Insurance 
O.M. No. F. 8(l)-BGT/64, dated the 25th June, 1965].

Secasnmendation (Serial No. 28) Para No. 56
The Committee are inclined to agree with the views expressed 

in the Seventh Annual Report of Company Law Administration that 
a Chartered Accountant who is a near relation of a Director of a Com
pany or of a partner of a firm acting as a managing agent/secretary 
and a treasurer of a company should refrain from accepting appoint
ment as auditor of that company, and hope that some effective action. 
mould be taken by Government in the matter.

R b >l t  Of  th e  G o vern m en t

The Institute of Chartered Accountants of India have, on the 
suggestion of the Central Government, issued a note in its journal, 
issue of May, 1964, for the guidance of its members advising them to 
refrain from accepting audit of a company where their independence 
as an auditor is likely to be affected because of their special relation 
with those in management.
[Ministry of Finance, Departments of Company Affairs and Insurance

O.M. No. F. 8(1) -BGT/64, dated the 7th December, 1964].

lummnimJiflnn (Serial No. 29) Para No. 88
The Committee hope that not only the "Statement of Auditing

practices' would be brought out early, but that the Council of the
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Institute of Chartered Accountants of India would exercise continu
ous vigilance to see that both the "Code of Conduct”  and "Statement 
of Auditing Practices" are followed in letter and spirit by the mem
bers of the profession.

Reply or t h e  G o v e r n m e n t

Hie “Statement of Auditing Practices” has since been issued by 
the Institute. The latter part of the recommendation has been 
brought to the notice of the Institute- The Companies ( Second 
Amendment) Bill, 1964, since introduced in the Lok Sabha, (clauses 
22 and 24) also seeks to modify the provisions of the law with a view 
to make company audits more purposeful.
[Ministry of Finance, Department of Company Affairs and Insurance

O.M. No. F. 8(l)-BGT/64, dated the 1th December, 1964].

Recommendation (Serial No. 30) Para No. 61
The Committee have been informed that the number of investiga

tions ordered during the period 1956-57 to 1962-63 was 25. The Com
mittee observe that out of 25 cases of investigations instituted during 
the period 1956-57 to 1962-63, Inspectors’ reports were received in 16 
cases, while investigations were dropped in 3 cases.

The Committee are further informed that out of 6 cases pending 
investigation, 1 has been outstanding for more than 8 years, 3 for 
more than 3 years. 1 for more than 2 years, and 1 for more than one 
year.

The Committee are perturbed to note that inordinate delays are 
taking place in investigations ordered by Government under Sections 
234 to 251 of the Companies Act. They are of the view that a con
certed drive is necessary to expedite disposal of these long pending 
cases. Steps should also be taken to see that investigation in a case 
is completed, as far as possible, within one year.

They would like to lay stress on the desirability of appointing de
partmental officers, preferably, a team of inspectors consisting of an 
Accounts Officer and Solicitor who may be in a position to cover both 
the accounting and legal aspects of an investigation.

R e p ly  o r  th e  G o ve r n m e n t

As suggested by the Estimates Committee, the Company Law
Board have already taken necessary steps to ensure more expeditious
completion of Investigations.
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2. Out of the 6 then pending cases, one relates to the Investiga

tion into the affairs of Harinagar Sugar Mills Ltd-. Bombay undies 
Section 138 (iv) of the Companies Act, 19X3. During the course of 
Investigation, on an application by the Inspector, the Central Gov
ernment made an order under Section 239 (2) of the Act, authorizing 
the Inspector to investigate into the affairs of the managing agency 
firm also. Shri Narainlal Bansilal, Karta of the Managing Agency 
firm filed a writ petition in the High Court challenging the validity 
of the provisions of Sections 239 and 240 of the Companies Act, 1956. 
Pending the disposal, the investigation was stayed by the High Court. 
On the petition being dismissed by the High Court, Shri Narainlal 
Bansital filed an appeal in the Supreme Court which was dismissed 
on 31st August, 1960. Since that time, the said Shri Narainlal Bansi- 
lal has been evading appearance before the Inspector for purposes 
of examination and production of records before him on one pretext 
or the other. Even action under Section 240A of the Act (Seizure 
of books) did not produce any result «s no documents could be found 
at any of the three places which were got sealed in the course of 
search. The Inspector was thereafter advised to proceed under Sec
tion 240(3) for enforcing through court production of the required 
books and documents and appearance of Shri Narainlal Bansilal be
fore the Inspector. An application was made to the Court under Sec
tion 240(3) of the Act. On 30th April, 1963, the Court directed him 
to appear in person before the Inspector and answer any question 
which may be put to him. But in spite of these clear instructions, 
Shri Narainlal Bansilal did not appear before the Inspector. The 
matter was again brought to the notice of the court and on 9th Julyr 
1963 a consent order was taken pursuant to which Shri Narainlal 

agreed to appear before the Inspector. But after one or 
two appearances, he again stopped appearing. Contempt of court 
proceedings were then taken against him. When the matter came up 
for hearing on 10th July 1964 before the court, the respondent Shri 
Narainlal Bansilal agreed to appear before the Inspector an dates 
fixed by the Inspector- But after making a few appearance, he again 
resorted to his usual tactics of evading his appearance before the 
Inspector. The information received from the Inspector indicates 
tikat the matter was again brought to the notice of the court and Shri 
Narainlal Bansilal has agreed to appear before the Inspector.

The above history would show that in spite of the Inspector’s best 
efforts and having taken the matter several times to the court, this 
investigation Hm  not so far been completed because of Shri Narainlal 

evading his appearance before the Inspector.
& Dm Inspectors have since submitted their report* on the affairs

of the remaining 5 cases, viz., Alipurduar Tan Company Limited*
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Kaleeswarar Mills Limited, Nadar Proas limited, Sun Publishers sod 
Advertisers Private Limited and India Sugars and Refineries Limit* 
ed. In respect of Alipurduar Tea Company Limited end Sun Pub
lishers and Advertisers Private Limited two P.I. Rs have been filed 
with the local police for further action. On the basts of interim re
port of the Inspector, a prosecution was also launched against the 
Managing Administrator of the Kaleeswarar Mills Limited. He *■** 
since been convicted. In case of Nadar Press Limited, the Regional 
Director has been advised to further process some cases. The report 
of the Inspectors on the India Sugars and Refineries Limited is under 
consideration.

4. It would be seen that the main reason for the delay in comple
tion of investigations has been the lack of co-operation by the manage
ments of companies with the Inspectors. Not only have the books 
o f accounts and papers relevant to the investigation been withheld 
from the Inspectors’ requisition to appear before them for examina
tion. In a large number of cases, the companies started litigation 
with the Inspectors which in itself took considerable time to finalise.

5. Steps to expedite the Investigations

Since the completion of an investigation largely depends on the 
co-operation of the management of the company concerned, it Is 
difficult to lay down any definite time limit for it. A number of steps 
Are however, being taken to speed up the investigation proceedings. 
It has already been decided that as far as possible only officers of 
the Department would be appointed as Inspectors. The Regional 
Directors have been specially instructed to keep a close watch over 
the investigation in their,respective regions and to render such assist
ance and guidance to the Inspectors as may be necessary. The powers 
o f the Inspectors are also being enlarged by amendment of the Com
panies Act. Further, the establishment of the Companies Tribunal 
would also, it is hoped, in due course help in early completion of pro
ceedings under Section 240 which at the moment take considerable 
time in the courts.
^Ministry of Finance, Department of Company Affairs and Insurance

O.M. No. F. 8(l)-BGT/64, dated the 7th December, 1964}.

■•commendation (Serial No. 31) Pan No. 62
The Committee or* concerned at the delay in the Investigation In

to the affairs of the four companies of the Sahu-Jain Group which is 
betng conducted by a Chartered Accountant, who has been engaged 
by Government at a very high rate of remuneration and allowances.



28
The Committee would stress the need for completing the investi

gation at an early date.
R e p l y  o f  t h e  G o v e r n m e n t

The following five companies have been under investigation since 
April 1963 when Shri S. P. Chopra, Chartered Accountant, Delhi was 
appointed Inspector under the Companies Act:—

1. Ashoka Marketing Limited.
2. New Central Jute Mills Co., Ltd.
3. Sahu-Jain Limited.
4. Rohtas Industries Limited.
5. Bennett Coleman & Co. Ltd.

Throughout the period of investigation, Shri S. P. Chopra had 
been complaining of complete lack of co-operation with him on the 
part of the companies. In fact, Shri Chopra had, in the case of at least 
one of the companies, namely, Bennett Coleman & Co., Ltd., to apply 
to the Maharashtra High Court for certain specific orders to be passed 
on the company authorities. A single Bench of the High Court de
cided in favour of the Inspector and issued necessary directions to 
the company. This decision was, however, upset in appeal on proce
dural grounds. The question of appealing to the Supreme Court is 
under the consideration of the Government. In the case of another 
company, namely Rohtas Industries Limited, the company authori
ties filed a writ against the Government and the Inspector and obtain
ed ex-parte injunction from the Patna High Court, restraining the 
investigations till the disposal of the case. The injunction matter is 
still to be heard by the High Court and steps are being taken to re
present the point of view of the Company Law Board at this hearing. 
In regard to the other three companies also, the authorities, as re
cently at the end of June 1964, refused access to the Inspectors to 
their books and papers on the ground that a representation had been 
filed with the Government against the investigation itself. In these 
circumstances, it wbs felt that the work of investigation, at least in 
the first three companies referred to above, would be a long drawn 
affair, and as Shri Chopra was unwilling to continue indefinitely to 
the detriment of his own professional work, it was decided, at his 
request, to relieve him of his work in respect of those companies. In 
respect of the Ashoka Marketing Limited, the New Central Jute 
lfill« Ltd. and the Sahu Jain Limited, therefore, departmental offi
cers were appointed inspectors from the 1st July, 1964. Shri Chopra 
however continued as Inspector of Messrs Bennett Coleman 4 Co. 
Ltd. in which case the investigation has reached a ripe stage. He was 
*)■> continued as In s p e c to r  of Rohtas Industries as it was id t that
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no cnange should toe made while the writ petition was still under 
consideration of the Patna High Court.

2. The present position with regard to investigation of these five’ 
companies is as follows:—>

1. Ashoka Marketing Limited.
2. New Central Jute Mills Ltd.
3. Sahu Jain Limited.

The departmental officers who were appointed as Inspectors to 
complete investigation of these companies, were refused access to 
the books and papers thereof on the ground that the management was 
submitting a representation to the Government against their appoint
ment. At the same time, the Company Law Board received informa
tion that management was removing and destroying papers relevant 
to the investigation. In the circumstances, the Inspectors decided to 
apply to the competent Magistrate in Calcutta for issue of search 
warrants to search the premises occupied by the offices and certain 
officers of these companies- Search warrants were issued by the 
Magistrate and the searches undertaken with effect from Monday, 
the 20th July 1964. On the 21st July, the companies moved writ 
petitions before the Calcutta High Court seeking injunction against 
the searches and the investigation order. The High Court allowed 
searches to be continued till the 2nd August 1964 but directed that 
the documents and papers seized as a result thereof should be packed 
in boxes and sealed on behalf of the Inspectors and the companies 
concerned. These boxes would not be opened until the writ peti
tions are finally disposed of. The hearing of the petitions is now 
scheduled for the 25th November, 1964.

Rohtas Industries Ltd.

As mentioned earlier, no progress could be made with the investi
gation of this company in view of the ex-parte interim stay order o f 
the Patna High Court. Arrangements are being made for the Attor
ney-General to appear before the High Court to represent the Gov
ernment case. The matter is expected to come up for hearing in 
October.

Bennett Coleman & Co. Ltd.

In regard to this company, the first stage of the investigation is 
almost complete. On the basis of the materials gathered, two cases, 
one under section 3888, C and D and the other under section 398 o f  
theCompanies Act have been filed before the Companies Tribunal
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far action against the management. The matter is still pending dis
posal, though the Tribunal has passed some orders as to the interim 
management of the company.
[Ministry of Finance, Department of Company Affair* and Insurance

O.M. No. F. 8(l)-BG7’/64, dated the 7th December, 1964].
Recommendation (Serial No. 32) Para No. CS

The Committee observe that the number of pending prosecution 
cases which had gone down from 3,699 in 1960 to 1,506 in 1962 ho* 
risen again to 2,204 in 1963.

The Committee cannot help remarking that legislation can be 
effective only if the parties at fault are brought to book and put in 
the dock without avoidable delay. The Committee would, therefore, 
suggest that the Company Law Division should review the position 
end take such action as is necessary to streamline the prosecution 
machinery to secure expeditious filing and disposal of cases.

R e p l y  o f  t h e  G o v e r n m e n t

(a) The principles governing the launching of prosecutions were 
recently reviewed in the Department. It was decided that prosecu
tions should be only resorted to where it was felt that some positive 
purpose would be served by such an action. In the case of minor 
lapses and defaults committed due to inadvertance or ignorance of 
law by generally law-abiding companies, the Field Officers have been 
instructed to take a lenient view.

(b) The time-lag between the issue of the first and second default 
notices to defaulting companies and their officers has been reduced 
from five months to two.

(c) The Field Officers have been instructed that instead of launch
ing prosecutions against companies which have virtually become de
funct, they should resort to action under section 560 of the Act to 
itrike-off their names.

(d) The Field Officers have been advised to report cases of grossly 
mismanaged, dishonest and habitually defaulting companies to the 
Board, so that action may be considered a&ainst them under section 
388B, of the Companies Act for change in their management.

As regards expeditious disposal of cases already filed in the 
courts, attention of the Committee is respectfully drawn to the sub
mission made earlier that the rate of pendency bears a direct rela
tionship to the rate of institution. In regions and places where the
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rate of launching of prosecutions is high, the number at cases re
maining undisposed at the end of the year is also bound to be high. 
Further, expeditious disposal of pending cases also depends upon the 
overall pending position in criminal Courts which deal not only with 
Oases under the Company Law but also other criminal enactments. 
They are also not under the direct supervision of the Central Gov
ernment but under the State Governments and the High Courts. The 
officers of the Board have nevertheless been taking all possible steps 
to prevent delay by holding periodical meetings with the appropriate 
State Government authorities for removing bottlenecks in the expe
ditious disposal of company law cases. They also call upon the Pre
siding Officers of the Courts personally whenever there is an undue 
accumulation of cases in any particular Court.
{Ministry of Finance, Department of Company Affairs and Insurance

O.M. No. F. 8(l)BGT/64, dated the 1th December, 1964].

Recommendation (Serial No- 33) Para No. 67
The Committee suggest that suitable measures such as close scru

tiny of returns filed under Section 551 by liquidators may be taken 
to see that voluntary liquidations are completed expeditiously and 
without prejudice to the interests of the shareholders concerned.

R e p l y  o f  t h e  G o v e r n m e n t

To ensure closer scrutiny of returns filed under section 551 of 
voluntary liquidators and to ensure that these returns are invariably 
filed within the specified date, suitable instructions had been issued 
to all the Registrars directing them to maintain Default Cards and 
conduct special examination of the returns filed under section 551. 
The Company Law Board has also issued further instructions to its 
Regional Directors and to the Registrars to make special studies ot 
pending cases of voluntary liquidation where the proceedings are 
being unreasonably delayed and to take expeditious action in appro
priate eases for removal of the liquidators under section 515. Instruc
tions have also been issued to take suitable action against liquidators 
for defaults in filing returns under the penal provisions of section (5) 
of that section.
[Ministry of Finance, Department of Company Affairs and Insurant* 

O.M. No. F. 8(l)BGT/64, dated the 7th December, 1964],

ILeeommendation (Serial No. 34) Para No. <8
The Committee ore surprised to note that the information about

the progress made in winding up of the companies after the replace-
4037 (Aii)LS—3.



ment of voluntary liquidators by Official Liquidators.is not available- 
centrally in the Company Law Division.

The Committee would stress that a close watch may be kept by 
the Company Law Division on the progress made after the appoint
ment of Official Liquidators so that the purpose underlying such 
appointments is fulfilled.

R e p ly  o f  th e G o vern m en t

Detailed instructions have been issued to the Official Liquidators 
to furnish full data in respect of companies under voluntary liquida
tion for which they function as liquids', ors, by virtue of thsir appoint
ment under section 515 in the same manner as they furnish informa
tion to the Company Law Board in respect of companies undar com
pulsory liquidation. Regional Directors of the Board have also been 
requested to examine these cases during thsir periodical inspections.
[Ministry of Finance, Department of Company Affairs & Insurance 

OM. No. F. 8(1) BGT/64, dated the 7th December, 1964].

Recommendation (Serial No. 35) Para No. 69.

The Committee toould suggest that statistics relating to asset»  
realised and disbursements made by voluntary liquida ors may be 
suitably mentioned in the Annual Reports of the Company Law Divi
sion.

R eply  o f  th e  G o veh n m en t

Suitable instructions have been issued to the Registrars of Com
panies to collect information about the assets realised and disburse
ments made by voluntary liquidators from the Statements of accounts- 
filed with the Registrars under section 497, 509 and 551 of the Act so 
that complete figures of assets realised and disbursement mads in 
respect of all companies under liquidation may be mode available in 
the annual report of the Company Law Admin'stratioa. In cases 
where such statements are not filed and defaults are made by the 
liquidators it would be, however, difficult for the inclusion cf parti
culars of assets realised and disbursements made. With the issue of 
the instructions referred to above, it would, however, be passible for 
inclus’on in the report information to the extent available with tbs- 
Company Law Board and its Officers.
[Ministry of Finance, Department of Company Affairs and Insurant«•

OM. Mo. F. 8(1) BGT/64, dated the 7th December, 1964].
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The Committee are constrained to observe that the number of 
companies in liquidation for a period of 5 years or more constitute 
73* 4 per cent of the total number of cases and that there are as many 
as 71 companies in respect of whom liquidation proceedings have 
been pending for more than 15 years.

The Committee would stress that continuous efforts should be 
taken to rationalise and simplify the winding up of the Companiet 
having due regard to the need for safeguarding the interest of the 
shareholders.

The Committee are glad to note that the Company Law Diuiron 
have thought of get"ing compiled the history of companies under 
liquidation. The progress made in compiling the history sheets has 
however, been somewhat halting.

The Committee would suggest that priority should be given to 
the preparation of h’story sheets of companies which have been 
under liquidation for 5 years or more so that the history sheets can 
be studied centrally by the Company Law D'.vision to provide guid
ance for expediting the winding up proceedings.

R e ply  o r  t h e  G o ver n m en t

The Company Law Board is continuously reviewing the progress 
of liqu dation work in the offices of the Official liqu'dators and is also 
examining the measures that might be taken for improving the 
procedure generally and for issuing detailed instructions in specific 
cases with a view to complete the pending liquidations expeditiously. 
An Internal Work Study Team of the Company Law Board is under
taking a detailed study of all the offices of the official liquidators 
with a view to rational’se the staffing pattern in those offices and with 
a view to suggest improvements to the administrative procedure 
obtaining in these offices. Steps are also being considered to 
strengthen and widen the scope of inspection by the Regional Dir
ectors of the Company Law Board. The question of replacement of 
part-t:me official liquidators either by full-time liquidators or by 
full-time officers of Government functioning as liquidators in addi
tion to their duties is being considered with a view to bringing the 
liquidators under greater administrative and disciplinary control of 
the Company Law Board. It is hoped that these measures would 
bring about significant improvements in the present state of affairs 
in regard to this branch of work of the Company Law Board.

Special instructions have been issued to the official liquidators 
and instructions have also been issued to the Regional Directors to

BecommendatUm (Serial No. 38) Para No. 71



ensure that history sheets of companies under liquidation in 4he 
charge of official liquidators are compiled expeditiously and sub
mitted to the Board in time. These history sheets are already being 
studied centrally and in suitable cases instructions are issued to 
the liquidators and where needed advice is being given to the Official 
Liquidators for expediting pending liquidations.
[Ministry of Finance, Department of Company Affairs and Insurance 

O.M. No. F. 8(l)/BGT/64, dated the 7th December, 1964].

Recommendation (Serial No. 37) Para No. 72
Since the exemptions under Sub-section (6) of Section 25 of the 

iCompanies Act, 1956 were last granted nearly three years ago, the 
Committee would suggest that Government may review the position 
in the light of experience and decide what further exemptions could 
be given, to chambers of commerce, trade associations etc. to focili- 
tate their functioning.

R e p l y  o f  t h e  G o v e r n m e n t

Though no general orders granting further exemption to com
panies licensed under section 25 of the Companies Act, 1956 have 
been issued by Government after 1961, in individual cases where 
exemptions are required in the light of the circumstances of the 
case, the Department have been granting exemptions to such Com
panies. In so far as the particular case referred to in paragraph 72 
of the Report is concerned, it may be pointed out that companies 
licensed under Section 25 already enjoy exemption from the provi
sions of Section 280 and therefore the question of exemption from 
Section 281 would not arise. The suggestion of the Chamber refer
red to in paragraph 72 in regard to Section 193 have been noted 
for suitable action at the appropriate stage.
f Ministry of Finance, Department of Company Affairs and Insurance 

OM. No. F. 8(l)/BGT/64, dated the 1th December, 1964].
F u r th e r  in f o r m a t io n  c a lle d  fo r  b y  th e  C o m m it t e e

It may please be stated if a general order granting further ex
emptions under sub-section (6) of Section 25 of the Companies Act, 
1956, is proposed to be issued in the same manner as was done ear
lier in July, 1961.
%Lok Sabha Secretariat O M. No. 5/8(1) EC/64, dated the 1st May, 

1965.]
F urther R eply  o r  th e  G o vern m en t

*2

Further exemptions to the companies licensed under section 29
o f  the Companies Act, 1956, from the provisions of Section 193, f i t
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and 293 of ttie said: Act were given vide the then Department of 
Revenue and Company Law Board Notification No. S.O. 2767 dated 
5th August, 1964. A copy of the said Notification is enclosed here
with for ready reference. (Appendix ill).

No further exemption ftom the provisions of the Companies Act, 
1956, is contemplated at present.
[Ministry of Finance9 Department of Company Affairs and Insurance

OM. No. F. 8(l)/BGT/65, dated the 25thJune, 1965].

Recommendation (Serial No. 38) Para No. 73
The Committee suggest that the question whether the Registrars 

of Companies should receive notices of all general meetings of public 
companies and whether they should also be empowered to send somm 
authorised persons to attend general meetings as visitors without 
any power of speaking or voting may be examined.

R e p l y  o f  th e  G o v e r n m e n t

The suggestion of the Committee has been carefully considered 
by the Government and they are of the view that the mere presence 
of the Registrars without any right to speak and vote at general 
meetings cannot influence the course of such meetings. It will be 
an advantage only to the extent that the Registrars may have a 
clear and a more precise idea of the views and feelings of the share* 
holders and thus be in a better position to deal with specific cases 
relating to such companies which may come up before them or 
before the Company Law Board. Moreover even if the Registrars 
are so empowered it will not be possible for them to attend the 
majority of the general meetings. Further, it is felt that the pre
sence of the Registrars or even the fact of their right to be present 
might be regarded as undue interference by the Company Law 
Board or the Government in the internal affairs of the company 
and it might also encourage disgruntled shareholders to urge the in
terference of the Company Law Board and of the Registrars. The 
Government are, therefore, of the view that the balance of advantage 
would lie in not assuming such powers on behalf of the Government.
[Ministry of Finance, Department of Company Affairs and Insurance 

OM. No. F. 8(l)/BGT/64, dated the 7th December, 1964].

Recommendation (Serial No. 39) Para No. 74
In view of the representations made before the Committee by 

a number of leading non-official organisations, the Committee would 
like the Company Law Division to examine the practical utility of 
various forms and returns which are at present required to be filed
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lottA tut Registrar* oj companies to as to m  i f  any of the** could
to dropped, simplified or abridged.

R e ply  o r  th e  G o ver n m en t

After a careful scrutiny of the various forms and returns pres
cribed by or under the Companies Act, 1956 which are required tc 
be filed with the Registrars of Companies, it has been decided to 
amalgamate and simplify some of the forms. This would result 
in the reduction of the total number of forms by five. In regard 
to the returns to be filed by foreign company's in terms of section 
593(a), (b) and (c), it will in future have to be filed only once a 
year instead of filing within 2 months from the date on which the 
alteration referred to in the said section was made or occurred. The 
relevant Rules are being amended to give effect to the above deci
sion.

It is also proposed to amend certain sections of the Companies 
Act so as to do away with the filing of some of the returns which 
are at present required to be filed by companies and/or their dir* 
ectors, proposals in this regard have been included in the Companies 
(Second Amendment) Bill, 1964 which was introduced in Lok Sabha 
on 21st September, 1964.

As regards the remaining ■forms, it is not considered possible to 
dispense with, amalgamate or simplify them any further because 
the information to be furnished therein would be necessary and 
useful to Government, members and creditors of the companies and 
also to the general public. It may also be stated that many of the 
fcrms have to be filed by companies only once in the liie time of 
& ch company or very rarely, if at all.
[Ministry of Finance, Department of Company Affairs and Insurance 

OM. No. F. 8(1) /BGT/64, dated the 7th December, 1964].
Recommendation (Serial No. 40) Para No. 75

The Committee suggest that the Government may examine the 
feasibility of permitting an authorised representative of the signa
tory of the forms and returns to carry out the corrections which the 
Registrars consider necessary.

Reply o r the Government

The Government have accepted the suggestion of the Estimates 
Committee and necessary instructions have been issued to all the 
Registrars of Company.
[Ministry of Finance, Department of Comvanv Affairs and Insurance

OM. No. F. 8(1)/BGT/64, dated the 7th December, 1964].
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WUh a view to enabling shareholders to take intelligent internet 
in the affairs of the companies engaged in production, Govern
ment may consider the feasibility of persuading such companies to  
furnish to the Stock Exchanges and to shareholders, if possible 
quarterly statements containing inter alia the following informer 
lion :—

(i) General Survey of Business development;
(ii) Comparative figures relating to production and sales; and
(iii) Current and future prospects.

Reply or the G overnment

Government agree with the suggestion that companies engaged 
In production should be pursued to acquaint their shareholders' 
periodically about their working and earnings. As a matter of 
fact, this question had been under the consideration of Government 
for some time past, in so far as listed companies were concerned, 
and in January last the Stock Exchange Division of this Depart
ment had sent a communication to the various Stock Exchanges in 
the country requesting them to advise the listed companies to 
release to their shareholders and the general public periodical pro
gress reports at the end of every quarter and half year giving infor
mation regarding their production, output, sales, labour relations, 
expansion programmes and the like, so as to create a closer relation
ship between the companies and the shareholders and also to 
provide a sound basis for making investment decisions and for 
evaluating investment results. It is hoped that this would produce 
the desired results.

2. The various Chambers of Commerce and Manufacturers’ Orga
nisations have also been addressed in the matter requesting 
them to use their good offices in persuading constituents to adopt 
the wholesome practice of issuing periodical statements relating to 
their working and earnings.
[Ministry of Finance. Deoartment of Company Affairs and Insurance 

O.M. No. F. 8(l)/BGT/64, dated the 1th December, 1964].

Recommendation (Serial No. 42) Para No. 80

The Committee would suggest that legtl interpretation of Section
592(1) (d) of the Companies Act may be obtained from the Ministry
'Of Law so that the position in their behalf becomes clear.

twimiMuJilliHi (Serial No. 41) Pan No. n



Reply or the Government

The point was referred to the Ministry of Law who have advised* 
that the word “persons” in section 592 (1) (d) of the Companies Act 
1158 is wide enough to include juristic persons like companies.

[Jthfinistry of Finance, Department of Company Affairs and Insurance?
OM. No. F. 8(l)/BGT/64, dated the 7th December, 1964].

Recommendation (Serial No. 43) Para No. 81

The Committee would suggest that the question* of setting up 
of an autonomous body composed of representatives drawn from the* 
Central Ministries concerned and from leading non-official organisa
tions of Commerce & Industry, for the purpose of regulating training: 
of the profession of company secretaries and conducting examina
tions may be examined.

R e p l y  o f  th e  G o v e r n m e n t

Before the setting up of the Advisory Board for Profession of 
Company Secretaries, the affairs of Company Secretaries were; 
managed by an Institute which was established at Calcutta in 1956L. 
However, experience showed that the Institute did not work har
moniously due to differences in its two groups. It was, therefore,* 
decided in 1959 to wind up the Institute and set up an Advisory 
Board instead, on which other Departments concerned, non-official 
organisations of Commerce & Industry and members from the Pro
fession were represented, to assist the Government in conducting 
the examinations for awarding the Diploma in Company Secretary
ship. It was thought that the Examinations conducted by the Gov
ernment would by that very fact get greater recognition from 
companies and other employing agencies and those who passed these 
examinations would ultimately provide the nucleus around which a 
statutory Institute could be built up in course of time. So far only 
21 candidates have passed the Final Examination and 129 have  ̂
completed the Intermediate Examination. The Government feel 
that the suggestion of the Estimates Committee to set up an 
autonomous body for the purpose of conducting the Examinations 
cannot be given effect to in the immediate future. The profession 
is not developed yet and it is felt that Government should continue 
to shoulder the responsibility for some time to come. However, as 
a step in that direction, a suggestion received from the Advisory 
Board for Company Secretaries that a separate organization some
what on the lines of the Indian Accountancy Board set up In 1935P



be formed for the purpose and well-defined financial and administra
tive powers be conferred on it, is being examined by Government.
[Ministry of Finance, Department of Company Affairs and Insurance* 

O.M, No. F. 8(1)/BGT/64, dated the 1th December, 1964].

F u rth e r  in f o r m a t io n  c alled  for  b y  th e  C o m m i t t e e

(i) The result of examination of the proposal for setting
a separate organisation on the lines of the Indian Account
ancy Boardf may please be intimated.

(ii) The constitution and functions of the Indian Accountancy- 
Board, may please be intimated.

[Lok Sabha Secretariat OM. No. 5/8(1) EC/64, dated the 1st May* 
1965.]

F u r th e r  r e p l y  received  f r o m  G o v e r n m e n t

(i) The proposal for setting up a separate organisation is still 
engaging the attention of the Government.

(ii) As regards the constitution and functions of the Indian 
Accountancy Board, attention is invited to paras 49 to 63 
of Part III of the Auditor's Certificates Rules, 1932 and 
Restricted Certificates Rules, 1932.

[Ministry of Finance, Department of Company Affairs and Insurance- 
O.M. No. F. 8(l)/BGT/65, dated the 25th June, 1965].

Recommendation (Serial No, 44) Para No. 82
.With a view to providing adequate coaching facilities to students* 

preparing for examination of the Company Secretaries, the Com
mittee suggest that Government should lay down criteria and accord 
formal recognition to institutions providing such facilities in the 
country after carrying out proper inspection. In this connection, 
they would also like to refer to the recommendation made in para 30.,

R e p l y  o f  th e  G o v e r n m e n t  

The matter is already under consideration.
As pointed out earlier, the Institutions which have already started 

training classes for the students appearing in Company Secretaries 
Examinations, have been requested to furnish detailed data to the 
Government about candidates coached by them, the type of courses 
run by them and the qualifications and experience of the teaching* 
personnel engaged in these courses. Information from these institu
tions is still awaited and 4t will take some time for the Government



to carefully watch the performance of these institutions befors 
recognition con be granted to them. In the meantime, the Institute 
of Chartered Accountants in India has been addressed with a view 
to explore the possibility of the Institute undertaking the work of 
coaching candidates desirous of taking the examination for Company 
Secretaryship.
[Ministry of Finance, Department of Company Affairs and Insurance 

OM. No. F. 8(l)/BGT/64, dated the 1th December, 1964].
Further inform ation ca lled  fo r  by the Com m ittee 

The result of further consideration of the recommendation, may 
please be intimated.
£Lok Sabha Secretariat OJkf. No. 5/8(1) EC/64, dated the 1st May, 

1965.]
Further reply received from  the Government 

The Government i3 still seized of the matter and some of the ex
isting institutions in the field have started furnishing detailed da.a to 
the Government about candidates coached by them, the type of cours
es run by them and the qualifications and experience of the technical 
personnel engaged in these courses. Information from some other 
such institutions is still awaited and as explained earlier, the 
performance of these institutions will have to be watched carefuily 
before granting any recognition to them. Before granting formal 
recognition to any such institutions the matter will have to be 
placed before the Advisory Board for Company Secretaries. In the 
very nature of things the matter is likely to take some good time 
before any concrete results could be expected.
[Ministry of Finance, Department of Company Affairs and Insurance 

O.M. No. F. 8(l)/BGT/65, dated the 25th June, 1965].
Recommendation (Serial No. 45) Para No. 83

The Committee find that the composition and functions of the 
Research Programme Committee are being notified each time such a 
Committee is cons:ituted. As the Research Programme Committee 
has now been functioning for more than five years, it is 
suggested that the constitution, functions and terms of appointment 
itf the members of the Committee may be laid in general terms. 
This would endow the Research Programme Committee with the 
attributes of a Standing Advisory Committee.

Reply or the Governm ent 
So far the Research Programme Committee was being constituted 

on an ad hoc basis every two years. Sincc the personnel of the 
Committee had been changing every two years, it was not possible 
to lay down In advance the constitution of the Committee very 
specifically. However, steps will now be taken to lay down the



constitution, functions and terms of appointment of the Committee 
on s regular basis.
[Ministry of Finance, Department of Company Affairs and Insurance

OM. No. F. 8 (1) /BGT/64, dated the 1th December, 1964J.

Recommendation (Serial No. 46) Pan No. 84
The Committee agree with the recommendation made by the 

Third Research Programme Committee that there should be greater 
liasion between the Research Division and the Universities so that 
research on corporate matters might get a fillip.

R e p l y  or the Government

In order to have greater liaison between the Research Division 
and the Universities, we are sending copies of all the Staff Papers 
and “Company News—Notes” issued by us to all the Heads of the 
Departments of Economics of all the Universities. The Officers of 
the Research Division are also available for discussion with any 
research student on matters relating to the corporate sector. A 
conference was held in New Delhi with the representatives of the 
interested Universities/Research Institutions on the promotion of 
corporate sector research in India in August last. Various sugges
tions to promote research in the field of corporate sector have been 
made at the Conference and these are being examined in the 
Research and Statistics Directorate.

[Ministry of Finance, Department of Company Affairs and Insurance
OM. No. F. 8(1)/BGT/64, dated the 1th December, 1964].

Recommendation (Serial No. 47) Pan. No. 85
The Committee would like to emphasise the need for timely publi

cation of details of research work in progress in Universities includ
ing the names of the research workers and supervisors and the names 
of the sponsoring or aiding institutions so that it may help all those 
who are interested in the subject to get in touch with the research 
workers, supervisors etc. concerned.

Reply o r  the G o v e r n m e n t

This is already being done in the Company News & Notices and 
there is no delay in its publication. In addition, cyclostyled copies



m
el the latest research projects in progress in the various Universities 
and Research Institutions are also circulated to Universities m time
[Ministry of Finance, Department of Company Affairs and Insurance 

OM. No. F. 8(1)/BGT/64, dated the 7th December, 1964].

F u rth e r  in f o r m a t io n  c alle d  for  b y  t h e  C o m m i t t e e

A copy of Company News & Notes wherein a list of research pro* 
jects in progress in 1964 was published, and copies of cyclostyled 
letters, together with the dates when they were issued to Universities 
in 1963 and 1964, about the latest research projects in progress, may 
please be furnished.
[Lok Sabha Secretariat O.M. No. 5/8(1) EC/64, dated the 1st May, 

1965.]

F u rth e r  r e p l y  f u r n is h e d  b y  t h e  G o v e r n m e n t

The Department gets this information from the Universities only 
on request once a year and the same is published in the Company 
News & Notes also once a year after it is received. (Appendix IV). 
It will, however, be possible for the Department to make these 
requests to Universities every quarter and the information can be 
published as and when received from the Universities.
[Ministry of Finance, Department of Company Affairs and Insurance 

O.M. No. F. 8(1) /BGT/65, dated the 25th June, 1965],

Recommendation (Serial No. 48) Para No. 86

The Committee would like to stress that the Company Law is not 
an end in itself but a means; it is an instrument of policy for imple
menting the economic policy of the Government as laid down by 
Parliament and the success of the Company Law Administration 
would depend on its effectiveness in giving shape to this economic 
policy9 particularly9 the effective and proper guidance of the private 
sector and prevention of any unhealthy practices in that sectort 
leading to concentration of wealth.

R e p l y  o f  t h e  G o v e r n m e n t

The observations of the Estimates Committee have been and will 
continue to be kept prominently in view by Government while 
administering the various provisions of the Companies Act. The 
attainment of the social and economic objectives of the country as 
laid down by Parliament from time to time has been the main con- 
consideration which has weighed with Government in bringing to
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light various unsound company practices and unhealthy trends ia 
corporate management and taking appropriate remedial measures 
within the limitations of the Company Law. It will, however, be 
appreciated that the Company Law is only one of the several instru
ments for implementing the economic and social policy of Govern
ment.
IMinistry of Finance, Department of Company Affairs and Insurance 

O.M. No. F. 8(1)/BGT/64, dated the 7th December, 1964].



CHAPTER HI

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMENT’S REPLY

Recommendation (Serial No. 11) Para No. 31
31. The expert committee recommended by the Estimates Com- 

mittee in para 30 may inter alia examine the question of prescribing 
a minimum initial registration fee and a single annual reg'stration 
fee in place of the diverse fees which are being levied at present.

R e p l y  o f  t h e  G o v e r n m e n t  
• • *  * *

As regards the suggestion that an Expert Committee should be 
appointed to rationalise the fees payable by companies, and that the 
said Committee may also examine the question of prescribing a 
minimum initial registration fee and an annual registration fee in 
place of the diverse fees at present levied, it is felt that this is not 
necessary, at any rate, at the present stage. In this connection, it 
may be stated that apart from the registration fees, initial or annual, 
fees are at present payable in respect of applications made to the 
Company Law Board and to the Regional Directors for approval, 
consent etc., under various sections of the Act. It would not be 
entirely fair to abolish such application fees and spread out its 
incidence on all the companies irrespective of whether they submit 
applications or not. Government are aware of the criticism that the 
procedure for payment of fees, apart from its financial incidence, is 
irksome in nature. To meet this criticism, Government are con
sidering whether a simple procedure could not be adopted by which 
the parties are allowed to affix stamps on the documents to be filed 
by companies and on their applications to be .made to the Company 
Law Board/Regional Directors, instead of having to remit the fees 
by money order or cheque or to credit the application fees In a 
treasury or a branch of the State Bank.
[Min**try of Finance, Department of Comoanu Aifnirs and ln*uranee 

OM. No. F. 8(l)/BGT/64, dated the 7th December, 1964].
Further in form ation  ca lled  fo r  by the Com m ittee 

(I) S^nce ‘Government accept the principle that the fees levied 
by the Company Law Board should be commensurate with the 
services rendered and should not be treated as an additional source 
for raising general revenueand since 'Government are aware of the 
criticism that the procedure for payment of fees apart from its
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financial incidence, is irksome .in naturef, it may please be indicated 
what concrete action is proposed to be taken in the matter.

(ii) The reasons as to why the appointment of an Expert Com* 
mittee, as suggested by the Estimates Committee, is not considered 
necessary, may also be indicated.
£Lok Sabha Secretariat OM. No. 5/8 (1)-EC/64, dated the 1st May, 

1965J.
Further reply received from the Government

(i) Government does not consider that any concrete action whe
ther by way of revision of the scale of fees or otherwise, is 
immediately called for following its acceptance of the orinciple 
enunciated by the Committee viz: that “the fees levied by the Com
pany Law Board should be commensurate with the services rendered 
and should not be as an additional source for raising general revenue”. 
It (the Government) has already indicated in paras 2 and 3 of its 
earlier reply the steps that it proposes to take, in due course, for the 
employment of the surplus funds available, for the promotion of 
research in corporate matters and for imparting training to account* 
ants and Company Secretaries. Besides, the existing wide gap 
between the Department’s fee income and expenditure is unlikely to 
be a continuing phenomenon. The figures of income and expendi
ture for the year 1964-65, provisionally available, already indicate s 
rise in expenditure from Rs. 43*71 lakhs in 63-64 to Rs. 58*20 lakhs 
snd a fall in income from Rs. 82- 74 lakhs (in 63-64) to Rs. 77* 87 lakhs. 
Moreover, the Department would soon have to consider measures for 
sugmenting its staff both in number and in the matter of quality. 
In view of the increased duties and responsibilities likely to be placed 
on its officers, if the proposals contained in the Companies (Second 
Amendment) Bill, 1964 as reported on by a Joint Committee and 
now before Parliament, were to be accepted. Augmentation of its 
research and other technical staff, as indicated above, is bound to 
reduce further gap between the Department’s existing levels of 
Income and expenditure. In the circumstances, Government does not 
propose to take any steps other than those alreadv indicated, for 
making the services rendered by the Department commensurate with 
the fees levied by it.

As regards the irksomeness of the procedure for the payment of 
fees by companies, a reference is invited to the concluding sentence 
of para 4 of Government's earlier reply which indicates alreadv the 
steps Government are considering, to meet the rr'ticism levelled in 
this behalf. It may, however be rotated out th*t the matter has 
been examined and it is tentatively found that the saving in time.
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labour or expenses in the Registrar's office by tne introduction of 
stamps will be at the expense of equivalent or perhaps more work 
and expenditure in other Government departments. It is, therefore, 
under consideration whether any change from the present system of 
payment of fees would really be of much advantage to the Govern
ment or to the public.

(ii) As both the points suggested for reference to the proposed 
Expert Committee viz.:

(i) rationalisation of fees; and
(ii) the feasibility of prescribing a minimum initial registra

tion fee and a single annual registration fee,
were considered in detail in the Department itself and were found to 
be unacceptable, Government thought that no useful purpose would 
be served by the appointment of a Committee as proposed by the 
Estimates Committee. Para 4 of Government earlier reply already 
indicates briefly the practical difficulties in the acceptance of the 
sugestion for prescribing a minimum initial registration fee and a 
single annual registration fee.
{Ministry of Finance, Department of Company Affairs and Insurance 

OM. No. F. 8(l)/BGT/65, dated the 25th June, 1965].

Recommendation (Serial No. 24) Para No. 49

The Committee suggest that the question of suitably including the 
details of managerial personnel who are sanctioned remuneration 
exceeding Rs. 1,20,000 per annum in the Annual Report on the work
ing and administration of the Companies Act may be examined.

R e p l y  o f  t h e  G o v e r n m e n t

For the reasons given below it is not advisable to include the 
details of managerial personnel who are sanctioned remuneration 
exceeding Rs. 1,20,000 per annum in the Annual Report on the work
ing and administration of the Companies Act: —

(i) The information relates to the top executives of several 
business houses and its disclosure might unnecessarily tend 
to create friction between the employees of the company 
and the management. This principle was also recognised 
by the Technical Advisory Committee.

(ii) Disclosure of such information might lead to request by 
members of the public for further information relating to 
remuneration of each and every person whose contract oil



service or terms of remuneration is approved "by Govern- 
ment/Company Law Board. Having given a part of the 
information, it may be subsequently difficult to resist such 
requests.

(iii) Some of the persons to whom the remuneration in excess 
of Rs. 1 ,20,000 per annum has been approved are foreign 
nationals. Public disclosure of their private incomes may 
not be desirable.

f[lfinistry of Finance, Department of Company Affairs and Insurance
O.M. No. F. <8 (1) /BGT/64, dated the 1th December, 1964].

COAOvuirfTS OF THE C O m A i'lT IX

The Committee hope that the number of persons receiving 
remuneration exceeding Rs. 1,20,000 per annum will gradually go 
danon till it is totally eliminated.

) LS—



CHAPTER IV

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE COM
MITTEE

Recommendation (Serial No. 26) Para No. 54
The Committee consider that as the Institutes of the Chartered 

Accountants and the Cost and Works Accountants have now been 
functioning for a number of years, it is time that their work is 
reviewed by a Committee, consisting of leading non-officials and 
experts in the field. They should, in particular, assess the extent tor 
which the Council have discharged their functions of regulating the 
engagement and training of article/audit clerks holding examinations, 
exercising disciplinary powers against members etc.

R e p l y  o f  th e  G o v e r n m e n t

A Committee consisting of leading Chartered Accountants with a 
senior officer of the then Department of Company Law Administra
tion as its Secretary was appointed in 1958 to review the work of 
the Institute of Chartered Accountants. The recommendations of this 
Committee have been considered and largely accepted by the Insti
tute. No such Reviewing Committee has so far been appointed for 
the Institute of Costs & Works Accountants, but this Institute came in
to existence only at the end of 1959. The two Institutes are autonom
ous in nature and are managed by leading members of the respective 
professions. The then Company Law Department and now the Com
pany Law Board is in very close touch with the working of these 
Institutes. Government, therefore, do not consider the appointment 
of a Committee of the nature suggested, necessary at this stage.
[Ministry of Finance, Department of Company Affairs and Insurance.

O.M. No. F. 8(l)/BGT/64, dated the 7tfi December, 1964].

C o m m e n t s  o f  th e  C o m m it t e e

In view of the fact that the working of the Institute of Chartered 
Accountants of India was reviewed as far back as in 1958 and that the 
working of the Institute of Cost and Works Accountants has not 
been reviewed so far, the Committee reiterate their earlier recom
mendation.

New D elhi; ARUN CHANDRA GUHA,
Dated the 18th September, 1965. Chairman,
W ^ t t 7 7 im ~ (S a W . ESTIMATES COMMITTEE,



APPENDIX I

REGULATION 2
(Byelaws 32 and 35)

D e a l in g s  i n  S e c u r it ie s  

Conditions precedent to Dealings on the Exchange

2.1. The Board of Directors may not grant admission to dealings to 
the securities of a Company which is not lifted on the Exchange 
unless—

Public Subscription
(i) the subscription list inviting applications for the securities 

from the public shall have been kept open for at least three 
days;

Advertisement
(ii) the Prospectus or announcement in respect of such public 

subscription shall have been advertised in newspapers;

Offer and Allotment

(iii) at least fortynine per cent of the issued capital whether 
such issue be the whole or part of the authorised capital 
shall have been offered to the public (excluding vendors) 
in equal proportion as to class or kind and allotted fairly 
and unconditionally;

Provided that where any part of the issued capital has been 
or is agreed to be taken up by the Central ( ;"emment, 
a State Government or a Government Co? ; ,;y or any 
other organisation that may be notified in this respect by 
the Central Government in the Official Gazette the refer
ence to fortynine per cent of the securities to be offered 
to the public shall be construed to mean fortynine per cent, 
of the issue available after setting aside the portion of the 
issued capital so taken up or agreed to be taken up

(Vide reply to recommendation Serial No. 15 in Chapter II)
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Memorandum and Articles of Association

(iv) the Memorandum and Articles of Association of the Com
pany shall contain the provisions prescribed in Appendix A 
to this Regulation or such other provision as the Board of 
Directors may from time to time prescribe in addition 
thereto or in modification or substitution thereof and 
exclude provisions which in any way restrict free 
dealings or which in the opinion of the Boerd of 
Directors are undesirable or unreasonable;

Provided that the Board of Directors may provisionally admit 
to dealings securities of a Company which undertakes to 
amend its Memorandum and Articles of Association at its 
next General Meeting so as to fulfil the foregoing require
ments and agrees to act in the meantime strictly in con
sonance with the said requirements.

Listing Agreement
(v) The Company shall execute or undertake to execute under 

its seal a Listing Agreement in the form prescribed in 
Appendix B to this Regulation or in such other form as 
the Board of Directors may from time to time prescribe 
in modification or substitution thereof.

Listing Application
2.2. Companies which are not listed on the Exchange shall make 

application for admission of their securities to dealings on Exchange 
In the forms prescribed in Appendices C and E to this.

Listing of New Coital Issues
2.3. Companies which are listed on the Exchange shall apply for 

admission to dealings on the Exchange of any new (original or 
farther) Issue the forms prescribed in Appendices D and F to this 
Regulation or in such other form or forms as the Board of Directors 
may from time to time prescribe in addition thereto or in modifica
tion or substitution thereof.

Supporting Documents
2.4. Companies applying for admission of their securities to deal

ings on the Exchange shall submit to the Exchange the following:

Documents and Information
(i) the documents and information prescribed in Appendix G 

or Appendix H (as the case may be) to this Regulation 
or such other documents and information as the Board o f
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Directors may from time to time prescribe in addition 
thereto or in modification or substitution thereof to* 
gether with any other documents and information 
which the Board of Directors may require in any particu
lar case; and

Distribution Schedules
(ii) Distribution Schedules duly completed in respect of each 

class and kind of security in the form prescribed in Appen
dix I to this Regulation or in such other form or forms 
as the Board of Directors may from time to time prescribe 
in addition thereto or in modification or substitution 
thereof.

Listing Conditions and Requirements
2.5. All Companies which are listed on the Exchange shall comply 

with the listing conditions and requirements contained in the Agree
ment Form appearing in Appendix B to this Regulation or such other 
conditions and requirements as the Board of Directors may from 
time to time prescribe in addition thereto or in modification or sub
stitution thereof.

Suspension or Withdrawal or Admission to Dealing
2.6. The Board of Directors may suspend or withdraw admission 

to dealings granted to the securities of a listed Company which acts 
in breach of the listing conditions and requirements prescribed in 
these provisions.



APPENDIX A TO REGULATION 2

[Regulation 2.1 (iv)]
Listing Requirements relating to Articles of Association

The Articles of Association of a Company shall contain the follow* 
bag provisions namely: —

(i) that a common form of transfer shall be used;
(ii) that fully paid shares shall be free from all lien and that 

in the case of partly paid shares the Company’s lien shall 
be restricted to moneys called or payable at a fixed time 
in respect of such shares;

(iii) that registration of transfer shall not be refused on the 
ground of the transferor being either alone or jointly with 
any other person or persons indebted to the Company on 
any account whatsoever;

(iv) that any amount paid up in advance of calls on any share 
may carry interest but shall not in respect thereof confer a 
right to dividend or to participate in profits;

(v) that there shall be no forfeiture of unclaimed dividends 
before the claim becomes barred by law; and

(vi) that option or right to call of shares shall not be given 
to any person except with the sanction of the Company in 
general meeting.

Note.—Hie Board of Directors may make exception to any pro
vision contained in the Memorandum and Articles of Association of a 
Company which may be deemed undesirable or unreasonable in the 
case of a Public Company and may require inclusion of specific pro
visions deemed to be desirable and necessary.
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APPENDIX H

Securities Contracts (Regulation) Rules, 195"/
Rule 19.—Requirements with respect to the listing of securities on 

.a recognised stock exchange.— (1) A public company as defined 
under the Companies Act, 1956, desirous of getting its securities list
ed on a recognised stock exchange, shall apply for the purpose to the 
stock exchange and forward along with its application the following 
documents and particulars: —

(a) Memorandum and Articles of Association and, in the case 
of a debenture issue, a copy of the trust deed;

(b) Copies of all prospectuses or statements in lieu of pros
pectuses issued by the company at any time;

(c) Copies of offers for sale and circulars or advertisements 
offering any securities for subscription or sale during the 
last five years;

(d) Copies of balance sheets and audited accounts for the last 
five years, or in the case of new companies, for such short
er period for which accounts have been made up;

(e) A statement showing: —
(i) dividends and cash bonuses, if any, paid during the last 

ten years (or such shorter period as the company has 
been in existence, whether as a private or public com
pany) .

(ii) dividends or interest in arrears, if any.
(f) Certified copies of agreements or other documents relating 

to arrangements with or between:—
(i) vendors and/or promoters.
(ii) underwriters and sub-underwriters.
(iii) brokers and sub-brokers.

(g) Certified copies of agreements with:—
(i) managing agents and secretaries and treasurers.
(ii) selling agents.

(Vide reply to recommendation S. N. 15 in Chapter II)
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(ill) managing directors and technical directors.
(iv) general manager, sales manager, manager or secretary.

(h) Certified copy of every letter, report, balance sheet, valu
ation, contract, court order or other document, part a t  
which is reproduced or referred to in any prospectus, offer 
for sale, circular or advertisement offering securities for 
subscription or sale, during the last five years.

(i) A  statement containing particulars of the dates of and 
parties to all material contracts, agreements (including: 
agreements for technical advice and collaboration), con
cessions and similar other documents (except those entered-, 
into in the ordinary course of business carried on or in
tended to be carried on by the company) together with a 
brief description of the terms, subject-matter and general 
nature of the documents.

(j) A brief history of the company since its incorporation 
giving details of its activities including any reorganisation, 
reconstruction or amalgamation, changes in its capital 
structure (authorised, issued and subscribed) and deben
ture borrowings, if any.

(k) Particulars of shares and debentures issued (i) for consi
deration other than cash, whether in whole or part (ii) at 
a premium or discount or (iii) in pursuance of an option.

0 ) A statement containing particulars of any commission, 
brokerage, discount or other special terms Including an op
tion for the issue of any kind of the securities granted to- 
any person.

(m) Certified copies o f:—
(i) letters of consent of the Controller of Capital Issues.
(ii) agreements if any, with the Industrial Finance Corpo

ration, Industrial Credit and Investment Corporation and' 
similar bodies.

(n) Particulars of shares forfeited.
(o) A  list of highest ten holders of each class or kind o f secu

rities of the company as on the date of application along- 
with particulars as to the number of shares or debentures 
held by and the address of each such holder.

(p) Particulars of shares or debentures foot which permission^ 
to deal I* applied for:



Provided that a recognised stock exchange may either generally 
by its bye-laws or in any particular case call for such 
further particulars or documents as it deem? proper.

(2) Apart from complying with such other terms and conditions 
as may be laid down by a recognised stock exchange, an applicant 
company shall satisfy the stock exchange that:

(a) Its articles of association provide for the following among 
others:—

(i) that the company shall use a common form of transfer;
(ii) that the fully paid shares will be free from all lien, 

while in the case of partly paid shares, the company’s 
lien, if any, will be restricted to moneys called or pay
able at a fixed time in respect of such shares;

(iii) that any amount paid up in advance of calls on any 
share may carry interest but shall not entitle the holdex 
of the share to participate in respect thereof, in a divi
dend subsequently declared;

(iv) there will be no forfeiture of unclaimed dividends be* 
fore the claim becomes barred by law;

(v) that option or right to call of shares shall not be given 
to any person except with the sanction of the company
in general meeting:

Provided that a recognised stock exchange may provisionally 
admit to dealings the securities of a company which under* 
takes to amend its articles of association at its next general 
meeting so as to fulfil the foregoing requirements and 
agrees to act in the meantime strictly in accordance with 
the provisions of this clause.

(b) At least fortynine per cent of each class or kind of secu
rities issued by the company was offered to the public for 
subscription through advertisement in newspapers for a 
period not less than three days and that applications recei
ved in pursuance of such offer were allotted fairly and 
unconditionally:

Provided that a recognised stock exchange may relax this re* 
quirement with the previous approval of the Central Gov
ernment on satisfactory evidence being produced by the 
company concerned that the securities sought to be listed 
are not unduly concentrated in a few hands.
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Explanation.—Where any part of the securities sought to be listed 

have been or are agreed to be taken up by the Central Government, a 
State Government, or a Government Company or any other organiser 
tion that may be notified in this respect by the Central Government 
in the Official Gazette, the reference to fortynine per cent, of the 
securities to be offered to the public shall be construed to mean forty- 
nine per cent, of the issue available after setting aside any securities 
so taken up or agreed to be taken up.

(3) A company applying for listing shall, as a condition prece
dent, undertake inter alia:

(a) (i) that letters of allotment will be issued simultaneously 
and that, in the event of its being impossible to issue 
letters of regret at the same time, a notice to that effect 
will be inserted in the press so that it will appear on 
the morning after the letters of allotment have been 
posted;

(ii) that letters of right will be issued simultaneously;
(iii) that letters of allotment, acceptance or rights will be 

serially numbered, printed on good quality paper and 
examined and signed by a responsible officer of the com
pany and that whenever possible, they will contain the 
distinctive numbers of the securities to which they 
relate;

(iv) that letters of allotment and renounceable letters of 
right will contain a proviso for splitting and that, when 
so required by the Exchange, the form of renunciation 
will be printed on the back of or attached to the letters 
of allotment and letters of right;

(v) that letters of allotment and letters of right will state 
how the next payment of interest or dividend on the 
securities will be calculated.

fb) to issue, when so required, receipts for all securities depo
sited with it whether for registration, sub-division, ex
change or for other purposes;

(c) when documents are lodged for sub-division or consolida
tion through the Clearing House of the Exchange:

(i) to accept the discharge of an official of the stock exchange 
clearing house on the company's split receipts and const* 
lidation receipts as good and sufficient discharge without 
insisting on the discharge of the registered holders; and
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[i? to verity When the company is unable to lame certificates 

or split receipt or consolidation receipts immediately on 
lodgement whether the discharge of the registered hol
ders, on the documents lodged for sub-division or consoli
dation and their signatures on the relative transfers are 
in order;

(d) on production of the necessary documents by shareholders 
or by members of the exchange, to make on transfers an 
endorsement to the effect that the power of attorney or 
probate or letters of administration or death certificate or 
certificate of the Controller of Estate Duty or similar other 
document has been duly exhibited to and registered by the 
company.

\e) to issue certificates in respect of shares or debentures lod
ged for transfer within a period of one month of the date 
of lodgement of transfer and to issue balance certificates 
within the same period where the transfer is accompanied 
by a larger certificate;

(f) to advise the stock exchange of the date of the Board Meet
ing at which the declaration or recommendation of a divi
dend will be considered;

<g) to advise the stock exchange in writing of all dividends 
and/or cash bonuses recommended or declared immediately 
after a meeting of the Board of the company has been held 
to finalise the same;

(h) to notify the stock exchange of any material change in the 
general character or nature of the company's business;

(i) to notify the stock exchange of any change:
(i) in the company’s directorate by death, resignation, re

moval or otherwise.
(ii) of managing director, managing agent or secretaries and 

treasurers*
(iii) of auditors appointed to audit the books and accounts 

of the Company;
(j) to forward to the stock exchange copies of statutory and 

annual reports and audited accounts as soon as issued, 
including Directors' report;

(k) to forward to the stock exchange as soon as they are 
issued, copies of all other notices and circulars sent to the 
shareholders including proceedings of ordinary and extra-
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erdinary general meetings at the company and to me witn 
the stock exchange certified copies or resolutions ol w e 
company as soon as such resolutions become effective;

(1) to notify the stock exchange prior to intimating the share* 
holders of any new issue of securities whether by way of 
right, privilege, bonus or otherwise and the manner in 
which it is proposed to offer or allot the same;

(m) to notify the stock exchange in the event of re-issue of 
any forfeited securities or the issue of securities held in 
reserve for future issue;

(n) to notify the stock exchange of any other alteration of 
capital including calls;

(o) to give notice to the stock exchange as many days in ad
vance as the exchange may from time to time reasonably 
prescribe, stating the dates of closure of its Transfer Books 
(or, when the Transfer Books are not to be closed, the date 
fixed for taking a record of its shareholders or debenture^ 
holders) and specifying the purpose or purposes for which 
the Transfer Books are to be closed (or the record is to be 
taken);

(p) to forward to the stock exchange an annual return imme
diately after each annual general meeting of at least ten 
principal holders of each class of security of tht* company 
along with particulars as to the number of share* or deben
tures held by, and address of, each such holder;

(q ) to grant to shareholders the right of renunciation in all 
cases of issue of rights, privileges and benefits and to allow 
them reasonable time within which to record, exercise, o* 
renounce such rights, privileges and benefits;

(r) to promptly notify the stock exchange:
(i) of any action which will result in the redemption, cance

llation or retirement in whole or in part of any securi
ties listed on the exchange;

(ii) of the intention to make a drawing of such securities, 
intimating at the same time the date of the drawing and 
the period of the dosing of the Transfer Books (or the 
date of the striking of the balance) for the drawing;

(iii) of the amount of securities outstanding after any draw
ing has been made;
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(s) to intimate the stock exchange any other information nece

ssary to enable the shareholders to appraise the position 
of the company and to avoid the establishment of a false 
market in the shares of the company;

(t) that in the event of the application for listing being grants 
ed, such listing shall be subject to the rules and bye-laws 
of the exchange in force from time to time and that the 
company will comply within a reasonable time, with such 
further listing requirements as may be promulgated by 
the exchange as a general condition for new listings.

(4) A fresh application for listing will be necessary in respect 
of all new issues desired to be dealt in, provided that, where such 
new securities are indentical in all respects with those already listed, 
admission to dealings will be granted on the company intimating to 
the stock exchange particulars of such new issues.

Explanation.—Shares are indentical in all respects only if:
(a) they are of the same nominal value and the same amount 

per share has been called up;
(b) they are entitled to dividend at the same rate and for 

the same period, so that at the next ensuring distribution, 
the dividend payable on each share will amount to exactly 
the same sum, net and gross; and

(c) they carry the same rights in all other respects.

(5) A recognised stock exchange may suspend or withdraw admi
ssion to dealings in the securities of a company or body corporate 
either for a breach of or non-compliance with, any of the conditions 
of admission to dealings or for any other reason, to be recorded in 
writing, which in the opinion of the stock exchange justifies such 
action;

Provided, however, that no such action shall be taken by stock 
exchange without affording to the company or body corporate concer
ned a reasonable opportunity by a notice in writing, stating the 
reasons, to show cause against the proposed action:

Provided further that where a recognised stock exchange has with
drawn admission to dealings in any security, or where suspension 
of admission to dealings has continued for a period exceeding three 
months, the company or body corporate concerned may appeal to the 
Central Government and the Central Government may, after giving 
the stock exchange an opportunity of being heard, vary or set aside
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the decision of the stock exchange and thereupon the orders of the 
Central Government shall be carried out by the Stock Exchange.

(6) A recognised stock exchange may, either at its own discretion 
or shall in accordance with the orders of the Central Government 
under sub-rule (5) restore or readmit to dealings any securities sus
pended or withdrawn from the list.

(7) The Central Government may, at its own discretion or on 
the recommendation of a recognised stock exchange, waive or relax 
the strict enforcement of any or all of the requirements with respect 
to listing prescribed by rules.



APPENDIX III

MINISTRY OF FINANCE 
(Department of Revenue & Company Law Board)

N o t if ic a t io n  

New Delhi9 the 5lh August, 1964
S.O. 2767.—In exercise of the powers conferred by sub-section (6) 

of Section 25 of the Companies Act, 1956 (1 of 1956) read with the 
Notification of the Government of Tndia in the Ministry of Finance 
(Department of Revenue) No. G.S.R. 178 dated the 1st February, 
1964, the Company Law board hereoy directs that a body to which a 
licence is granted under section 25 aforesaid shall be exempt from 
the provisions of the said Act specified in column 1 of the Table below 
to tne extent specified in the corresponding entries in column 2 of 
the said Table.

T a b l e

(Vide reply to recommendation Serial No. 37 in Chapter II)

Provisions of th : Ar: Ex'err of Exemption

Section 1*3 . . . . . . . .  Minutes may be recorded within
3c days of the conclusion of 
even* meeting in crse cf com
panies where the Articles of 
Association provide for ccn- 
firm&tion of minutes by cir- 
cularion.

Section 259 . . . . . . . .  The whole

Section 292 . . . . . . . .  Marten referred to in clause (e)
'd> end (e) o f sub-section5 (1) 
may be derided by the Board 
by circulation instead o f ; t a 
meeting.

[No. 26(2) CLIV/63.] 
N. PARASURAMAN. Under Sr~y.
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APPENDIX IV

last of Research Projects in progress in■ the Universities and Research
Institutions during 1964.

(Prepared in the Research & Statistics Directorate of the Company
Law Board)

A Brochure on Promotion of Research on matters relating to the 
Corporate Sector in India was originally issued in December, 1961 
by the Research & Statistics Directorate of the erstwhile Department 
o f Company Law Administration with a view to bringing coordinated 
approach towards research activities of the Corporate Sector. This 
Brochure was reprinted in the year 1963 with upto date lists of re
search projects relating to corporate management, finances etc., in pro
gress at the various research institutions and universities in India. 
The following is a list of research projects in progress in the Univer
sities and Research Institutions during 1964. It supplements the i»> 
formation given in the above mentioned Brochure and upto dates the 
same up to the year 1964.

Research. Projects relating to Management, Finance etc. of Joint 
Stock Companies initiated during 1964.

(Vide reply to recommendation Serial No. 47 in Chapter II)

SI.
No.

Institution at which Re
search Project is being 
carried on and Tides of 
Research Projects.

Name of Re
search Worker

Name of 
Supervisor

Purpose 
of Re
search 
wavk

Expected 
date o f 
comple
tion

i 2 3 4 5 6

i . Administrative Staff College 
of India :

(i)  Accountability of Public 
Companies.

Piwf. M. S. 
Doraiswami.

For
college
course
study.

1*4

(2) Merit-rating and Promotion Shri P. J. 
Policies in Indian Com- Banaji. 
panies.

Dr. G. R. 
Dalvi.

Do. 1*4

(3) Pattern of Directorships in 
India.

Shri O. N. 
Murthy.

Do. Do. >964



Si

2. Allahabad University:

Financing of Hew Companies. Shri Nari Shri S. PJ D. Phil. K A
Karan Nath Singh 
Mishra.

3- Aligarh Muslim University

Management Techniques of Shri Javaid Prof. Q. H. Ph. D. 1966
Indian Trade Unions. Akhtar. Farooquee.

4- Birla Institute of Technology 
and Science:

(1) A study of Industrial Finance 
in Rajasthan.

Shri B. R. 
Agarwal.

(2) A study of Corporate Debt. Shri N. D. 
Policy and the Determine- Sharma. 
tion of Corporate Debt.
Capacity.

(3) Evolution 
Financing 
India.

of Corporate Shri R. K. 
Reporting in Mahajan.

Dr. Dool 
Singh.

Dr. Dool 
Singh

Do.

Ph. D. 

Ph. D.J

Ph. D.

1964

1966

1966

5. Bombay University:

(1) Foreign Collaboration

<2) Company Finances

Shri K. K. Dr. D. T. 
Subrahmanian Lakdawala.

Dr. R. K.
Hazari

Ph. D. 1966

1965

(3) Company Taxation Shri V. D.
Lall

Sydenham College of Com
merce and Economics,
Bombay.
(affiliated to Bombay Uni
versity).

(4) Wage and Earnings in En- Shri B. R. 
nneerins Industry in Bombay Rairikar 
City and Suburbs.

6. Burdwan University:

Corporate Taxation and Boo- Dr. D. S. 
nomic Development in India Ganguly

Dr. R. K. 
Hazari

Principal,
Merchant.

Ph. D. 1966

K.T. Ph. D. 1965

Dr. S. N. Sen D. Litt. 1966

7. Gorakhpur University. The Shri R. K. Dr. R. L  
working of the Indian Capi- Lek AgrawaL
tal Market with special re
ference to the first two Plans.

Ptu D. June 19$$

1037 (Ail) LS—5.



I. ifNfcut School of Public Ad- 
ministration :

(x) A review of the machinery 
for consultation between 
Qovenunent and Private 
industry with special refer* 
ence to the Development 
Councils.

(i) A review of the machinery 
for the regulation of private 
Industry.

Q) Organisation and structure 
of top management in 
public enterprises.

(4) The problem of management 
cadres in the public enter-

Dr. M. J. K* 
Thavaraj

Dr. M. J. 
Thavaraj

K.

Under 
prepara
tion tfor 
and Ses
sion of 
the Con- 
feienoe on 
Admfefe-f 
tradve

( A

by the

9. Imtkui* of Chartered Accoun
tant* of India :

(1) Opinion rrgirrling certain 
provisions o f the Com- 

Act, 1956.
(2) Valuation of unquoted

(S) Cose redaction cost analy* 
sis.

(4) Introduction of Manage
ment Accounting system 
in a medhim-sizeIndustrial 
Unit.

( j)  Pace Fixation

(6) Comparative study of Per
sonal and Corporate taxes 
in various countries. 4

x<x tnnmm of Cost Work* 
of India n  

Renan on Capital
si. Kamatak Umvcr*©n 

(x) Bank Profits in India .

Research
Committee

Post Graduate 
Course Com
mittee o f the 
Institute

I .C A .L  
jointly I.M.C. 
Economic 
Research and 
Training 
Foundation, 
Bombay. 

Researchpiwiufiiqf#
of LCAJL 
jointly with]

tf65

«965

of
Trade and
Industry,
Bombay.

Shri 1C S. «

Shri H. B. 
Tontadacya

n . D.j X966J



•3

1 2 3 4 5 6

(a.) Foreign Collaboration 
In Indian Industry*—* 
A critical study.

Shri R. 
Nair.

Dr. C. C. 
Pattan&hetti

Ph. D. *964

12. Lucknow University:
1964<l) Valuation of ahares Shri R. M- 

LaU
Dr. K .C . 
Sarkar

Ph.D.

(2) Public Corporation in India Shri J. N. 
Shukla

Dr. R. L. 
Varshney

Do. 1965

(3) Industrial Finance in India 
since Independence.

Shri K. N. 
Singh.%

Do. Dow N.A.

(4) Foreign Investment in India Dr. K. C. 
Bhandari

Dr. K. C. 
Sarkar

D. Litt. 1966

(5) Indian Industrial Finance 
Corporation

Shri R. M. 
Saksana

Do. Ph. D. 1964

(6) Published Accounts m India Shri H. C. 
Srivaatawa

Shri I. B. 
Sinha

Ph. D.
1965

(7) Dividend Policy with Special 
Reference to certain setectcd. 
Industries.

Shri R. A. 
Sharma,

Dr. R. L. 
Varshney

Ph. D. Do.

(8) Financial Reporting in India Shri N. Das 
Gupta.

Shri R. M. 
Lall

Ph. D. Do.

(9) New Capita] Issue Market 
in India since Independence

Shri I. B. 
Sinha

Dr. K. C. 
Sarkar]

Ph. D. 1965

( I p )  Trends in Corporate Self- 
Financing in India.

Shri S .C  
Mittal

Shri L. D. 
Joshi

Ph. D. 1966

( I I )  Effects of Taxation on Cor
porate Financial Policy

Shri Anil 
Kumar

Shri L. D. Ph. D. Do.

(12) Labour Partidpattan in 
Management in India.

Shri R. C. 
Saksena r g j f - pJoan.

x* 5

(13) Seme Applications of Linear 
Prograypugg to Indian Indus
trie*.

Shri Anant 
PandeyJI

Ph- D- *9*5

(14) Labour Management Co
operation in Public Sector 
in India.

Shri R. K. 
Yadava

Dr. K. S. 
Chaudhary

Ph.D. 1966

(15) Madras Road Transport 
Undertaking (A case study 
in Public enterprises).

Shri R. 
Raxndas.

Prof. Anant 
Pander*.

Ph. D. 1965

(16) Training in Indian Industries Shri G. N. 
Gupta

Dr. K. S. 
Chaudhary

Ph. D. 1967

13. Mysore Umverrity :
(t) Capita} Market and Planned 

Rcntwwik Development of 
India.

Shri R. V. 
Swasny

Prof. A. P. 
Srinivasa

N.A. N.A.

(2) Resen* Bank of India and 
the fnrttut*nr»l n sia d n t 
ot ixMMNry.

Shri S. D r .G .T . VLK 1*4



64

X 4 » Nagpur University:

Financing of Public Joint Stock Shri K. G. 
Companies in Maharashtra Kulkarni. 
after Independence.

15. pwma University :
Employees Communication Con

sultation and Participation 
in the Private Sector.

16. Punjab University :
(I) Financial Organisation of 

Public Enterprises in India— 
a study of Industrial and 
Commercial under takings of 
the Centra] Government.

(a) Monetary Policy and Capita]
Market.

(3) Business Concentration and 
Product Diversification in 
Indian Manufacturing In
dustries.

(4) Pattern of Industrialisation 
in Punjab since partition.

(5) Personnel Management and 
Industrial Relation in Pub
lic Sector w ith* special 
reference to Hindustan Steel

Miss M. V. 
Athanale

Shri B. L. 
Bansal.)

Shri K. N. 
Mehrotra.
ShriH. L. 
Dhingra

Shri B. S. 
Bhada.
Shri Lalkn 
Prasad

(6) The Theory and Practice of Shri O. N. 
Depreciation Accounting with Kapoor 
special reference to India.

(7) Case studies of Incentives 
Schemes in Selected Units 
in die Public and Private 
Sectors.

17. Sardar VaUabhbhai Vidyapeeth :
(1) Problem of Industrial Manage- Shri M. H. 

meat in Gujarat since In- Patel* 
dependence.!

(a) Organisation and Working of Shri A* B. 
Public Enterprise in Gujarat.̂  Chauhan

1$. Vikram University :
(1) Development of Banking in 

India since 1949.
(a) Financial Institutions and 

Industrial growth in India 
since 194ft.

(3) A study of Financial Struo 
ture o f the Corporate Sector 
In Madhya Praderh since 
»9S*

(4) M«nw»ent technique* fa» 
C o m  MID Industry in  
Madhya PMdash*

Prof. M. R. 
ToWii.

Dr. M. R. 
Phekncy

Dr. S. B. 
Chowdhry

Ph. D.

Ph. D.

1966

Prof. Man- Ph. D.
mohan Singh

Dr. T. N. Ph. D.
Kapoor

Dr. S. B. Ph. D.
Chowdhry

Dr. T. N. Ph. D.
Kapoor

1967

ShrilC L .)
Pandey*
Smt. Satya Singly
Shri G. L. 
Veima

Shri S. P. 
Agarwal

Prof. R. M. 
Lall.

Dr. T. N. 
Kapoor.

Prof. Manu- 
bhai Shah

Do.

Dr. G. P. 
Gupta 

Do.n

Dr. K. C*l 
Gupta

Dr. G. P. 
Gupta

Ph. D.

Ph.D. 

Ph. D.

Ph. D. 

Do.

Do.

Do.

1966

1966



No. 9(10)-RS/63
Government or India 

MINISTRY OP COMMERCE & INDUSTRY
(Department of Company Law Administration, Reserve Bank 

Building Parliament Street)
New Delhi—1 , the 26/27th July, 1963.

From
Dr. Raj K. Nigam, Ph.D. (London)
Director of Research & Statistics.

To
(As per list attached)

Subject:—Publication of a brochure on promotion of research on 
matters relating to corporate sector in India for the year 1963.

Dear Sir,
On the basis of the information received from the Universities and 

Research Institutions regarding research studies on corporate matters 
reported to be in progress, a brochure on the subject was published 
by this Department in the year 1961. A supplement to this brochure 
in cyclostyled form was also brought out in the year 1962, copies of 
which were made available to the concerned bodies. A list of such 
projects in progress during 1962 has been printed in the Company 
News and Notes (No. 20. dated 16-7-63).

As proposed earlier to bring out this pamphlet as an yearly issue, 
I would request you to send information as required under the enclo
sed proforma in regard to the subjects taken in hand during 1963.

I shall be glad therefore for your co-operation in preparation of this 
pamphlet particularly in compiling the list of research projects which 
are at present in progress in your institution. You will certainly ap
preciate the utility of this brochure on the part of research workers 
to their mutual benefit.

I shall be grateful if you could kindly fill in the enclosed proforma 
and send it to this Department as early as possible and in any case 
not later than 31st August, 1963.

Thanking you,
Yours faithfully,
Sd./- RAJ K. NIGAM, 

Director of Research & Statistics.
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List of Universities and Research Institutions

1. Agra University, Agra (U.P.) 24.
2. Aligarh Muslim University* 25. 

Aligarh, (U.P.)
3. Allahabad University, Ailaha-

bad. 27.
4. Andhra University, Wakair 28. 

(Andhra Pradesh).
5. Annamalai University, Anna- 29> 

malainagar, Madras.
30.6. Banaras Hindu University,

Varanasi. 3 1 .
7. Baroda University. Baroda. 32.
& Bhagadpur University, Bha- 33- 

galpur (Bihar).
9. Bihar University, Muzaffar- 34- 

pur.
10. Bombay University, Bombay.

Ij. Gorakhpur 
Gorakhpur.

University,

1$. Gujarat University, Ahmeda- 
bad.

17. Jabilpur University, Jabalpur.
18. Jadavpur University, Jadavpur, 

Calcutta-34
19- Jammu & Kashmir University, 

Srinagir.
20. Kamatak University, Dharwar.
2 1 . Kerala University, Trivan

drum.
22. Kurukshctra University,gnmirahMyfl
23. Lucknow University, Luck

now.

Madras University, Madia*.
Marathwada University, 
Aurangapura, Aurangabad. 
Mysore University, MSMR.
Nagpur University, Nagpur. 
Osmania University, Hydera
bad.
Paniab University, Chandi
garh.
Patna University, Patna.
Poona University, Poona.
Rajasthan University, Jaipur.
Ranchi University, Ranchi 
(Bihar).
Sardar Vallabhbhai Vidyapeeth, 
Vajlsibh Vidyaoagar* W. Rly. 
Distt. Kgira.

11. Burdwan University, Burd-
waq, (West Bengal). 3®-

12. Calcutta University, Calcutta.
13 . Delhi University, Delhi.

35- Saugar University, Saugay.

37- 
38.

14. Gauhati University, Jalokbari
(Aaaarn). 39-

4a

4»-

42-

43-

44

Sri Venkateswart University, 
Tuupati.
Utkal University, Cuttack.
Vikram University, Ujjain.
Visva Bharatj, Spqtjpikettn 
(West Bengal).
Dr. M. V. Namjoahi, Gokhale 
Institute of Politics & Eco
nomics, Poona-4.
Dr. M. C. Munshi, Prof-in- 
Chargc, Economic A Social 
Sciences, Indian Institute of 
Sciencc, Bangalore-12.
Shri Brij Narayao, Director of 
Research, Administrative Staff 
College of India, Bella Vista, 
Hyderabad.
Shri G. K. Nayar, Senior Eco
nomist, National Productivity 
Council, 38, Golf Links, New 
Delhi-3.
Prof. A. R. Wadia, Director, 
Tata Institute of Social 
Sciences, Seon-Trombay Rood, 
Chcmbur. Bombay-71.



45* Tte President, Institute of 
Cost & Works Accountants of 
India* 12, Sudder Street, 
Cdcutta-16.

46. Prof. P. N. Dhar, Director, 
Institute of Economic Growth, 
University Enclave, Delhi-6.

47. Dr. P. S. Lokanathan, Director 
General, National Council of 
Applied Economic Research, 
Pansila Bhavan, n-Indra- 
prastha Estate, New Delhi-1 .

48. The Principal, Goinka College 
of Commerce & Business 
Administration, 210, Bowbazar 
Street, Calcutta.

49. Prof. V. K. N. Menoa, Director, 
Indian Institute of Public 
Administration, Indraprastha 
Estates, New Delhi-1 .

50. Dr. B.G. Shah, Dean, Faculty 
of Commerce, M. S. Universi
ty of Baroda, Baroda.

51. Prof. A. Salim, Economics 
Department, Aligarh Muslim 
University, Aligarh.

52. Prof*. P. C. Jain, Prof. of Eco
nomics, Deptt. of Economics, 
Allahabad University, Allaha
bad.
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UOVBtNMXNT o r  INDIA

MINISTRY OF FINANCE 
DEPARTMENT OF REVENUE AND COMPANY LAW 

(C om p a n y  L a w  B o a rd )

Reserve Bank Building, Parliament Street.

New Delhi—1, the 24/25th September, 1904.

To
All Universities and Research Institutions.

Subject:—Publication of a brochure on promotion of research on 
matters relating to Corporate Sector in India.

Dear 3ir,
A brochure on the subject was published early this year by the 

Hoard together with a list of research workers and their subjects 
reported to be in progress in the year 1963. The materials had how
ever biteh supplied by the Universities and Research Institutions re
garding the research studies on Corporate matters which were spon
sored in their respective institutions.

It has been decided in view of present economy to print this bro
chure ence in three years. But for the facility of research workers 
in this field, it is felt essential to maintain up-to-date information of 
different research projects on corporate matters which are being 
carried out in different institutions.

I shall, therefore, be glad if the information required under the 
enclosed proforma in regard to the subjects taken in hand during 
the year 1964 is supplied to this office as early as possible and in any 
case not later than 10th November, 1964.

Your co-operation in this regard will be highly appreciated.

Yours faithfully.
Sd /- (G. BALAKRISHNAN) 

Senior Research Officer.

No. 8(12)-RS/M
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APPENDIX V

Analysis of the action taken by Government on the recommendation: 
contained in the F ifty- Third Report of the Estimates Committee 

{Third Lok Sabha).

1. Total number of recommendations . . . .  48
2. Recommendations that have been accepted by Govern

ment (Vide recommendations Nos. 1 to 10 ,12  to 23, 2$ and 
27 to 48 referred to in Chapter II).
Number ........................................................... 45
Percentage to t o t a l ...........................................   94 °/

3. Recommendations which the Committee do not desire 
to pursue in view of the Government’s reply .
(Vide recommendation Nos. 11 and 24 referred to in 

Chapter III)t

Number ............................................................. 2

Percentage to t o t a l ................................... 4%

4. Recommendations in respect of which replies of Govern
ment have not been accepted by the Committee.
( Vide rccommcnchtion No. 26 referred to in Chapter IV)

Number .................................................................. 1

Percentage to total . . . . . . .  2 %

71
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