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LOK SABHA
Thursday, 26th August, 1956

The Lok Sabha met at Eleven of the clock.

[MR. SPEAKER in the Chair]
©ORAL ANSWERS TO QUESTIONS.

ORAL ANSWERS TO QUESTIONS
Geological Survey
*1124. Shri D.C. Sharma : Will the

Minister of Natural Resources and
Scienti Research be pleased to

state:

(a) whether any Geological Survey
team was sent to the Punjab in
1954-55; and

) if so, the nature of mineral poten-
tialities discovered there ¢

The Minister of Natural Resources
(8hri K.D. Malaviya): (a) Yes, Sir.

(8) The officers entrusted with the
investigations have only recently returned
to headquarters and are busy studying
their field data, examining the specimens
and their analyses, preparing the maps
etc., and finalizing their repcrts. Tt will
wake some time before any definite results
could be drawn from their investiga-
tions,

Shri D.C. Sharma : May I know if
any tentative programme has been drawn
up so far?

Shri K.D Malaviya : Yes. Sir.

These parties are sent for survey work -

always with a definite and specific program-
me.

The progiamme for the Punjab party.
during the season which has just concluded.
wasi—

(1) Continuation of systematic map-
ping -of Hoshiarpur and Kangrs
districts with special attention to
oil-bearing structures and collection
of vertebrate fossil.

(2) Continuation of the detailed geo-
logical investigation of Bhakra Dam
site.
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(3) Investigation of the Thein Dam
site.

(4) Purther investigation of the water
table in the water-logged areas,
specially in the Ferozepur ares,
Punjab,

(5) Continuation of the investigatiom
for location of tube wells in the
neighbourhood of the Eastern Canal
and Grey Canal, Ferozepur District.

(6) Investigation of the water resour-
ces of the sub-strata to facilitate
sinking of tube wells and percole-
tion wells.

(7) Systematic geological and hydro-
logical observations in the areas
selected for exploratory boring in
the Punjab.

(8) Electrical logging of bore holes im
the Punijab,

Shri D.C. Sharma : May | know
how long it will take for the Govern-
ment to finalise these schemes?

Shri K.D. Malaviya : All these pro-
grammes have been wholly or partially
completed. Their data are available to
us, but they are being studied with a view
to writing a systematic report so that
we can make conclusions. Next year we
will have fresh items of programme which
will be taken up by these parties.

Shri D.C. Sharma : May I know if
if any priority for these programmes has
been fixed.

ShriK.D.Malaviya: Yes, Sir.
We decicde programmes according 1o
certain priorities.,

Psychological Research Wing
*r124. Shri Ibrahim : Will the Minis-
ter of Defence be pleased to state :
(s) the amount spent’ up-to-date om
the Psychological Research Wing of
the Defence Science Organisation;

(b) the projects taken up by the os
ganisation and their results; and

(c) whether all the officers of the or.
ganisation are Indians?
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The Minister of Defence Organisa-
tion (Shri Tyagl) (a) Approximately
Rs. 12,35.000/-.

(b)(#) Construction and stendardisation
of psychological tests. This project has
yielded §3 new tests.

(i) Trainirg of ‘Fersonntl employed in
selection duties. his has resulted in
many courses being run for the train-
ing of Presidents, Psychologists and Group
Testing Officers of the Services Selection
Boards for officers selection, and also
courses for Other Rank Personnel Selec-
tion Officers. Air Force Recruiting Adju-
tants and J.C.O. Testers.

(¢if) Follow up of selected cadets and
other ranks both at the Training Institu-
tions and in the first five vyears of their
service careers. This has helped in
keeping a check on the efficiency of the
selection technique and in improving the
technique. where necessary.

(iv) Research  projects on associated
problems. These have resulted in the
production of 136 Research papers.

(c) Yes. All officers are Indians,

Shri lbrahim : May I know since
when this Wing has been working ?

Shri Tyagl : It las been working since
1949.

Shri Ibrahim : May I know whether
there are branches all over the country §

Shri Tyagi : No, Sir,

Shri Jaipal Singh : May I kiow.

whether ~ in this Psychological Research
Wing of the Defence Science Organisa-
tion there are any psychiatrists? If so.
how many? If they arc not there, why
are they not associated ?

Shri Tyagi 1 They are there.
Shri Jaipal Singh : How many?
Shri Ibrahim : May I know whether

any practical checking of the results is
being carried out?

Shri Tyarl t That is being donc
every day. In fact, the whole Wing
exists for pructical] work and not for
theoretical research  alone.

Free and Compulsor Ec(. cotion

*1129. Shri Jhulan Sinha Will the
Minister of Education be pleas:d to re-
fer to the raply given to Starred Question
ﬂ% 392 031e the 1st er::. :9{?

state progress made %0 far
and the nature of the steps taken for
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providing for free and compulsory
education to all children upto the age
of 14 years within the period specified
in the Constitution ?

The Parliamentary Secretarv te
the Minister of Education (Dr. M.M.
Das) : Attention of the hon. Member is
invited to the publications entitled * Seven
Years of Freedom® (pages 1 to 3) and
* The Five Year Plan—a brief Review of
progress’  (pages 2—9. 21-27. 39-48,
55-59). copies of which have been sent
10 all Members of Parliament and are also
available in the Parliament Library.

Shri Jhulan Sinha : May I know
if at the rate of progress achieved so far
we will be jnstified in concluding that the
Directives of State Policy contained in
articles 49 of the Constitution will be
fully carried out?

Dr. M.M. Das : The policy regarding
free and compulsory education embodied
in the Constitution is pot in article 49,
but it is in 45. It is true that both the
State Governments and the Central Go-
vernment are doing their best according
to their financial resources. but if both the
Governments are not prepared to spend
meny times more than what they are
spcndini now, it cannot be hoped that the
time schedule can be kept.

ot qo qmo fyalt : 9w 78 Wy
@ qar g 5 At o fofaw #°
Y §, oY wfqum qrar fafeaa o
frare & w=T 77 foer &7 sEWW
QT ENI, ¥W AT K qTRIC A W
#ré faar fear € 7 afx @, aY ey
wraifrra &< & o war fear o <@
g7

Dr. M.M.Das : 1 hive said inmy carlier
reply that both the Siate Government and
the Central Governm:nt are doing their
best with the resources which are at their
disposal. If we review the results that have
been obtained since our Independence, I
think the hon. Member will be convin-
ced that much progre s has been made in
this direction.

Shri N.B. Chowdhury : May I know
whether Government the

reported  statement of the ; of
the Education Department that in India
there is no necessity for compulsory pri-
mary education because the are
eager to receive education? hat is
Government’s reaction to it?

Dr. MM. Das : We do not know
about this statement by the Secretary.
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wead dfret w1 qeeeaTor
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At qg aaF A FO w6 F

(%) IT HAW A A AT qEAT
&, 9@ ¥, I @A gE § AW A,
firee sagd #fw v ™ §; W)

(@) aeft & @ | freet sfa
e’

wn IRl (woare weifsar)
(%) o < a=ft § wa % =y
wagd #fTF T T §

(@) o= fara<or a7 oo qX ™
ﬁmwal[i‘fwﬁqftﬁﬂth -
g ger 3]

st s weta - @ faaco @ oA
Frar § fe o WYY &y e faaeae,
teny, F #Y wE ot s AT A F
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N wrarz AL g% & |/ oA A §
f& @ A N @ TR@ F AR
T F q T 9 & FIW IS
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F@re wfsar s fF 33
* AW i ag ¥qZ AT I
B F @ w1 §—ag FHT FTT
& A9 § 99 oA F FX FA 97 |
IZ ¥ @ Hed 9¥T g WY @
FT i I o G 327 grav §, 9 wAw
TT0 grar & W T 9K ¥ v g
fo 5q oflA 7T @ & FW F A
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Class IV Employees

+y132. Ch. Raghubir Singh : Wil
the hiinister of Home Affairs be pleased

10 state:

(a) whether it is a fact that a special
team of some officers was appointed to
review the strength of the existing
Class IV employees of the Secretariat
Offices;

(b) if so, whether that team has sub-
mitted its reports; and

(c) how far the reports have been-
accepted by Government?

The Depu Minister of Home
Affairs (Shri Datar) (a) A team of two
officers representing the Home and Finance
Ministers was appointed to assess
the requirements of class IV staff of the
house-keeping sections of the Secretariat
offices of the various Ministries.

(b) The team has submitted reports in
respect of eight offices.

(¢) In full.

Ch. Raghubir Singh : May I know
the recommendations made by that team?

Shri Datar : The recommendations
in some cases were for the purpose of
reducing the staff; in others it was for
regularising them.

Shri Raghavaiash : May I know
whether the Government will be pleased
to lay a copy of the report of the team on
the Table of the House?

Shri Datar : Government do not con-
sider it necessary to place it on the Table
of the House because it relates only to
administration and nothing more.

Propagation of Hindi

*1135. Shri Radha Raman : Will the
Minister of Bducation be pleased to
state: '

(a) the specific ovisions included
in the Second Five Year Plan for the
propagation of Hindi in various re-
gions of India;

(b) the amount ecarmaked for this
purpose;

(c) whether the required sum will

be contributed only by the Union Gov-.

ernment or by both the Union and the
State  Governments, and

',,{ld) their  respective shares if both
ill contribute ?

25 AUGUST 1955
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The Parliamentary L]
the Minister of Bdmm
Dass): (a) The Second Five

has not been finalised as yet.
(b) Does not arise.

(c) Certain schemes will be financed
entirelly by the Central Government while
others will be financed conjoint'v by the
Central Government and the duate Go-
vernments concerned.

(d) This has not yet been decided.

Shri Radha Raman : May I know
if the Union Government have addressed
any communication to the State Govern-
ments with regard to the taking of effective
steps to propagate Hindi in their respective
States and if so what is the nature of the
communication ?

Dr. M. M. Das : Not only communica-
tions have been made officially but
we hold conferences with the State Edu-
cation Secretaries, sometimes Ministers
and sometimes the DPIS and we discuss
these points, with them.

Shri Radha Raman : By what time
we may expect that the amount fixed or
allotted for the propagation of Hindi in
the Second Five Year Plan will be
finally  available ?

Dr. M. M. Das : As the hon. Member
knows every . Government department
and Ministry has its own tentative
proposals and they are under consideration
by the Planning Commission.

Shri Radha Raman : May I know if

some States have expressed to the Union
Government that they are lacking perso-
nnel in order to help the growth of Hindi
in their respective States and if that is
so what are those States?

Dr. M. M. Das : I have got no infor-
mation at present,

oY q®o Qo fAd : & a7 ST
wrgaT a1 fF war ag @9 & fr fafaw
o) ® Y & wex o wooi & At
# faw faw wve & s 99 W@ &
foraer f fgelt & wmewar af o &ty
afe ag &= & & goee fedt 7 -
sqar ®F %t fewr #§ ®WvowRw 9o
e’

Dr. M. M. Das : I appeal to the‘hon.
Member to remember what the main
estion is. The o uestion is

about specific isi for
gation and deveﬁi’:::tmof Hindi in the
nent Five Yeer Plan,
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Shri N. B. Chowdhury : May I know
whether specific provisions in respect of
the Second Five-Year Pla about this matter
will be posipoaed till the report of the
official lan7uaze Commission s received
or will Government go ahead with their
departmental plan?

Dr. M. M. Das : If the tentative pro-
posals of the Education Ministry are accep-
ted by the Planning Commission, to the
extent they are accepted we will go
ahead.

Mr. S : Without waiting for the
report of the Hindi Commission?

Dr. M. h}. Das : Yes, dSlir:l Tell]ﬂe
schemes are for propagation and develop-
ment of Hindi and we will continue to do
our best.

Minesweepers

*1137. Shri Raghunath Singh Will
the Nﬁ.nn ister of Defence be pleased to
state:

(a) whether it is a fact that two
minesweepers have been recently pur-
<hased for the Indian Navy ; and

(b) if so, their price”

The Deputy Minister of Defence
(Sardar Majithis) : (a) Yes.

(o) At a cost of Rs. 47 lakhs approxi-
mately per ship.

=t Tgarq fag : 79 ETRT FA
Ffar g ?

waare wifear - gATeEE feew

E:

Shri Joachim Alva : In buying mine-
sweepers for our Navy, is it the policy of
the Government that we buy them from
the United Kingdom only because we
have the services of a British Admiral or
do we go to any other country for the best
materic| ?

Sardar Majithia : There is no ques-
tion of our decision being influenced by
any i person_being at the head
of any of our Armed Forces. We try to
get the best possible vessel available at
aprice waich we think is competitive.

Shri U. C. Patnaik : May I know if
we call for global tenders or ask for reports
from our embassies in different countries?

Sardar Majithia That question hardly
arises because we know the various ships
which can be made available to us and
therefore the question of tenders does pot
come in. We have to do it by private
negotiations,
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Shri U. C. Patnaik : The second part
of my question is unanswered—namely
whether we call for any reports from our
cmbassies abroad ?

Sardar Majithia : As I said we already
know in India, in the Mimstry of Detence
all the vessels that can possibly be made
available and therefore a report is hardly
necessary.

Sardar Igbal Singh : May I know
whether these minesweepers are new or
oki—secondhand ?

Shri Syamnandan Sahaya : Very
old, indeed.

Sardar Majithia** They are not very
old; they are certainly not new but they
will be thorcughly re-conditioned and
equipped to conform to the modern stan-

dards.
WEq WTC § WOy

*21%s. ot wwefeg s™e - wWT
T 7Y qg a@ W 5T w9 fw

(%) weg W@ TS A, AOgE
wIA fraTT, wew W & fead Wi
fraq o= W1 sorew § fomer ST
oo ot st ¥ frd we @ E
L1

(¥) v faeg & gowre o
de @ T w1 e Teet & 7

AT ITEA (e wwifsar) o
(%) =& &
(&) @g s g v&a |
Smuggled Watches

*1139. Sardar Igbal Singh : Will the
Minister of Finance be pleased ro
state:

(a) the number of smuggled watches
which were seized b Government
during the period from the 1st October
1954 to the 3oth June, 1955;

(b) the names of countries from
which they were  smuggled;

(c) whether it is a fact that smug-
5:‘:11; from Pakistan is on the increase

(d) if w0, the reasons therefor and
the m&: taken by Government to pre-
vent same ?

*$The answer was liter corrected by Sardar Majithia (Vide Part 11 Debates dated 2-12-5 5

as follows-  ““They are brand rew"”.
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muhhmofnwc&nuamd Dal‘q;n(eo
ture (Shri Guha) (a
Mbe: of (watc:hes scized during the
period from' 1t Oclober, 1954 to 3oth
June, 1955 was 7,670,

(b) These watches were imported from
almost all parts of the world, particularly
from Singapore and Ho ng, the Por-
tuguese and the then former French
Possessions in India, the Persian Gulf area,
the U.K. and the Straits Settlements,

1
(¢) The indications are that smuggling
of watches from Pakistan is on the de-

(d) This docs not arise,

Sardar Igbal Singh : May I«
}rhcth&r. mequavcrmnent is n:ahre of tg
act t many o0 go
the air services or Ermm carry old watches
or go without wat but while they are

returning they carry new watches and
whether it is lawful or smuggling?

Shri A.C.Guha : Anyone coming
after some foreign tour to India is entitled
to have a certain amount of personal
baggage and within that quantity or amount
r:e ctuhn bring one or two watches or things
i aL.

Shri Syamnandan Sshays : May
know what happened to these 7000 watches
which were seized?

Shri A. C. Guha : I haveinot got the
complete break-up here but most of them
were confiscated.

Shri Syamnandan Sahaya : And,
then?

Shri A. C. Guha In certain cases we
released them on the payment of some fine
mostly more than or equal to the price of
the watches.

Shri A. M. Thomas : May I enqguire
by “the hon, Miniser represents only  the

. Minister represents only the
number of watches seized in the act of
mm]u}g or Also the watches taken cus-
tody of from shops and other places?

Shri A.C. Guha : This number re-
presents the watches seized  in the act
of smuggling at land customs area, airport
and sea-port.

Procurement Staff

*11413. Shri Biren Dutt : Will the
Minil?:: of Home Affairs be pleased to
state:

(a) whether the retrenched staff of
the Procurement Department of the
Government of Tripura has been ab-

Ll
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(b) how many of them still remain
unabsorbed ; and

(c) what are the difficulties in the
way of absorbing them

The uty Minister of Home
AffninD.(,ghrl Datar) (a) One third
has  already been absorbed.

(b) 140.

(c)(#) Absence of requisite qualification
for available vacancies in certain cases;

(5} Unsatisfactory  past service;

(#1) Absence of a requisite physical
standard for absorption in Police service;

and

(iv) Absence of adequate alternate va-
cancies.

Shri Biren Dutt : May I know whether
314 posts requiring the same qualifica-
tions as these retrtenched persons posscss
have h;en filled up in various depart-
ments

Shri Datar : I ask for noticc to give
this information.

Shri Biren Dutt : Will the hon.
Minister consider the question of giving
any interim  relicf to those who are
qualified 10 be absorbed but are not yet
absorbed ?

Shri Datar : Th: Govcrnment are
trying their best to absorb as many qualified
people as possible,

Mr. Speaker : Shri Raghubir Sahai.

Shri Lakshmayya : Question No.
1144. Sir, 1 have been authormed to
put this question.

Mr. Speaker : That is all right. If
he has been authorised he knows the prac-
tice that such questions are taken up nnly
at the end when the whole question list is
over and there is time left.

Scheduled Tribes

*1145. Shri Deogam 1 Will the jMinis-
ter of Home Affalrs be pleased to state :

fg) the amount spent during 1954-55
on the exccution of deve ent  sche-
mes in Binar for the we of Sche-
duled Tribes out of the Central Grant-
in-aid  sanctioned for the purposc;

(b) whether any  portion of  the
amount lapsed; and

(c) if so.- the reasons therefor?

The Deputy Minister of Ho
Affalre (Shri Datar) (a) to (c).
informagion is being col and wi
be placed on the Table of the House in
due course.
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Shrl Thimmaiah : Will the hon.
Minister be pleased to state the amount
unspent during last year from the amount
allotted for uplift of the Scheduled
Caste and Scheduled Tribes ?

Shri Datar : That itself 15 the informa-
tion which is called for from the Bihar
QGovernment.

Tobacco Excise Duty

*1146. Shri Sanganna : Will the
Minister of Finance be pleased to

state:
(a) .whether any concessions have
a in the matter of
Tohacco  Excise Duty since January
1954; and
(b) if so, the nature of these con-
cessions ? '

The Minister of Revenue and De-
fence E ture (Shri A.C. Guha):
(a) and (b). Yes, Sir. A statement giving
the required information is pliced on the
Table of the House. [See Appendix VI,
annexure No, /3],

Shri Sanganna : May I know what
are the factors neouaiuu};xg the declara-
tion of concession and the extent of conces-
sion given to the Orissa State?

Shri A.C. Guha : The primary factor
is the huge accumulation of tobacco due
to two reasons: over production and also
there is a sort of international slump or
glut in the tobacco market due to which
our export of tobacco has gone down,
The quantum of relief given on the first
occasion———ioth  April, 1954——would
amount to Rs. 1 crore, on the second
occasion to Rs. 5o lakhs and on the third
occasion , r.e. 28th July, 1955, to Rs,
1,70,00,000. The total relief given would
amount to Rs, 3,20,00,000. But the loss
of revenue can be estimated only on the
assumption that all the tobacco would have
been so0ld at the rate fixed and for the
purpose for which the duty on this tobacco
was put. But, the position was, most of
this tobacco would not have been sold and
30 the duty might not have been realised.
Therefore, one cannot say there was any
actual loss of revenue.

Shri :+ In paragraph 28
%‘fu(i.haptergnqgjven Mlume- 2 Ef the
tion i ission’s Report
a rec:ommmdm!g::y has been made by the
Commission for the appointment of an
expert committee to go into
uestion of tobacco taxation policy fully,
R‘hy I know what action has been taken
by the Government o far ?

Shri A. C. Guha : We are considering
the proposal and I can say that tentatively
we have decided to set up a committee and
we are now going to select the personnel
as also fix up the terms of reference.
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Shri N. B. Chowdhury: The hon.
Minister has stated that some relief in
respect of taxtion was given in view of
gtmmmumed skaittl:n view of the,fact

our agreement with China in regard
to this commodity helped us to cleas
this accumulated stoc will  the
Government consider the desiiabitity
of having a Il ng-term trade agreement
with that country in order to clear
our stocks due to over-production
in this country?

Shri A. C. Guha: Which country?
Mr. Speaker: China.

Shri A. C. Guha: We arc always
eager to have trade agreements with any
country in the world.

Shri N. B. Chowdhury: I mean
long-term  agreements.

Shri A. C. Guha: | also mean long-
term agreements provided that country
also agrees,

Shri Raghavaiah: May I know whether
the Government is aware of the fact that
tobacco users in South India have filed
cases relating to the taxation of tobacco
titl'm?is reserved for their family consump-

on

Shri A. C. Guha: Generally, for family
consumption a certain amount of tobacco
is exempted from taxation. There may
be some stray cases where some families
may feel aggrieved. Whenever those
cases are received by us we institute an
enquiry and necessary relief is given.

fedelt o st foww

vy, it ®o ®Wo wifwmr
w1 faw @t gz T & war w4

qo Wre wWEY) (%) euv-ux F
fewk T & & w7 Y A g
%1 ow wrde fem 20
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(W) @ " & Jraerer soft
Iy A4 & 1

st ®o wlo wifiwar : ag Y fowe
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I do not know what are values of these
20ins in our rupees in their countries,
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Shri A. M. Thomas May [ enquire
whether it is a fact that the mints in our
ocountry, especially the expanded Calcutta
mint, are not working to full capacity
and that foreign orders are decreasing;
and also that excess personnel is being
retained pending the scheme for minting
decimal coins ?

_ Shri A.'h?. Guha: Thateﬂ;::i wgy it
is not possible to give an te figure
as to what would ile thgr actual profit
in executing these orders because we
have tgm surplus  labour to maintain
and the overhead charges are high. We
are eager to have orders from foreign
countries and we are aleo trying to get
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them; but other countries may have their
own considerations and they may
also like to be self-sufficient in these
matters,

Recruiting Centres for Air Foree

*1149. Shri D, C. Sharma: Will the
Minister of Defence be pleased to lay
a staement on the Table of the House
showing the number of recruiti
centres for the Air Force Services
the names of the places where they are
located ?

The uty Minister of Defencs
Sardar jithia: A statement %vmg
the desired information is laid on the Table
of the House. [See Appendix VI, ann-

exure No. 64].

Shri D. C. Sharma : From the
statement I find that there are only 12
recruiting centres. May I ask the Go-
vernment if there is a proposal to have at
least one centre in each one of the States
in India and whether such a proposal is
under active consideration ?

Sardar Majithia : I might just as
well give the position for the information
of the hon. Member. Apart from these
centres which recruit only for the air
force, there are other army centres spread
out all over the country which also help us
in getting hold of men for the air force.

Shri D.C. Sharma : May I know the
nﬁpmximate number of persons who offered
themselves for recruitment during the
current year or during the last year at
these centres and how many of them were
thought to be eligible”

Sardar Majithia : I am afraid I cannot
give the number of recruits who offered
themselves but I can certainly give you the
figures of recruitment made. In Igsej it
was 1,048: in 1954; it was 2,614. pto
the first half of the present year, 1955,
it is 1,074.

Shri D.C. Sharma : May [ know if
after the artainment of Independence,
there has been any increase in the number
of centres, or whether the number re-
mains as before

Sardar Majithia : The Government
consider that the number of persons com-
ing forward for recruitment is sufficient for
our needs and therefore additional centres

are not necessary at the moment.

Shri Jhulan Sinha : May I know
whether the hardships experienced by the
residents of Bihar in respect of their
recruitment to the air force, owing to the
absence of any centres in that State, have
been brought to the notice of the Govern-
ment, and if so, have the Governmemt
taken any decision in the matter ?
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Sardar Majithia : As I said, there are
army centres which do recruit airmen for
she cir force, and as I have already stated,
the numbers, that we are getting are su-
ficient for our needs, therefore,
additional centres are not necessary. In
case the hon. Member has got any one in
view, all that he has to do 18 to bring that
person to the nearest recruiting centre,
may be the army, and proper attention will
be given to him,

ot e A T A A qwar
§ 5 o foge ofw o awt & #¥
¥ Y oy wgw e W ¢ fow & B
T gas wies & wivs qear § ag-
FAT FY W7 AT gt 2

Sardar Majithia : As | have already
said more than once, the number of people
coming forward for our air force is8 more
than what we need, and therefore we
do not have to take any more steps to get
some more people.

Shri U. C Patnaik ;. May I know if
during the last three years Government
have made any attempt to recruit for the
Air Force Reserve or the Defence Reserve
and the Auxiliary Air Force which were
so enthusiastically approved by this
House on 22nd August, 19527

Sardar Mafjithia : To begin with,
I do not think the question arises out of
the main question tables here, but for the
information of this House, I would like to
repeat again what the Minister of Defence
said last time during the budget debate,
and that was, the air force is a young service.
People, as yet, have not gone out of the
service to go into the reserves. As and
when the service grows, they will be taken
into the reserves. So far as the Auxiliary
Rescrve is concerned, as the hon. Mem-
ber knows, it is the civilian pilots who are
alreadv there and they will be embodied
into the reserves. That potential is already
there, and it does not require very much
time to get them embodied.

National Museum

*1180. Shri [Ibrahim : Will the
Minister of Education be pleased to
shate:

(a) the progress made so far in the
establishment of a National Museum
at New Delhi ; and

(b) the amount of money spent upto
the 3r1st March, 1955 towards this
cheme ?
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The Parliamentary te
the Minister of Education (Dr. M. M.
Das) (a) A statement is laid on the
Table of the House. [See Appendix
VI, annexure No. 65].

(b) Rs. 3,83,640.

Shri Ibrahim : May I know whether
the construction of the building for the
National Museum has begun, and if so.
where it is to be located ?

Dr. M.M. Das : The Museum will be
located at the crossing of the Queensway
and Kingsway in the Princess Park on the
southern side.

Shri Syamnandan Sahaya : Im
between the King and the Queen!

Dr. M.M. Das The foundation-stone
of the building was laid by the Prime
Minister on the 12th May last,

Shri Meghnad Saha : May | know
if therc is any other National Museum
in the country ?

Dr. M. M. Das : If the hon. Member
wants to know whether there are other
museums with the same name, then I
want notice. Of course, there is the Prince
of Wales Musecum in Bombay, the Indian
Museum in Calcutta, and there are so0 many
other museums.

Shri Meghnad Saha : May I know if,
after the establishment of the National
Museum at Delhi, the Government pa-
tronage of all these museums—the Prince
of Wales Museum at Bombay, the Indian
Museum at Calcutta and other museums
—will stop altogether?

Dr. M. M. Das : Certainly not. The
Education Ministry has taken up the
question and is trying to organise museums
in this country, and perhaps the Go-
vernment will come forward with financial
grants if they are necessary.

Shri Ibrahim : May I know whether
the Director or the Assistant Director has
been appointed ? If not, why not?

Dr. M. M. Das : The posts pf Director
and the Assistant Director of the National
Museum are lying vacant at present,
We huive asked the Union Public Service
Commission to advertise and secure a
man for the post of assistant director.
So far as the post of director is concerned,
it is thought that it will be better to have
the services of an expert museologist
from abroad and for that reason we have
approached the T.C.M. and the Colombe
Plan Secretariat, and we have also written
to our High Commissioner's Office in
London and our Embassy at Washingtom
to locate the person, an expert museologist,
who will come here and serve for two or
three vears.
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Shri Meghnad Ssha : May [ know if,
afier the establishment of the National
Museum at Delhi, the existing museums
which are now receiving the patronage
of the Central Government will be
provincialised ? Is that, the intention of
th: Government?

LKy gyl onade LGSl 5y Ligkd
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| The Minister of Education and Natu-

ral Resources and Scientific Reacarch

ulana Azad) : This thing has not so

'ar been attended to. It will be considered
as to what method should be adopted ?|
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& 9 37 v a0 w1 afomr qerg
q swifaa frar & fom &1 aden
I Ew I ow o ad FAT
wifirer &Y aFar, Jar & F & ad 7
T §W g § ArE e A fe
w1 ¢ f wmw g7 ofvar ¥ afromw ser-
fom ®7 fad smar %% ‘

st wgrfie @wft g wATE wT
s 37 & fod F Afew wm@am g

R w1 W fo]d wrar & aman

*Awy. it T fay - wam farer
HAY qg FAH T FAT FA

(%) =1 7z &= g f& 13 97,
184y ® uF qifFearET faww & 9w
§ fogom g At g TR qew o#v
UF §Y ST AT qOHE R T v
T

(&) afx @1, & @ av== & wT
IR FF &1 fa=re & 7

Toer AT T ww WA (e
Qo ®lo ) : (%) ;% & fr
FAGAT FEr wifeFIE 7 23 9,
18y F gTfFE™ TEETEE 0ge-
ATLH FTERET & 0F garE Sw@gher
F 39 #Y I8 ¥ ¢, ¥ X FT FNC
A arer B\ e fwar

(&) wowar seevy wfwwrdy o™
ek fm R e s @ &

oft e fag - w7 F oA e
g f& ag v fegeare & aw W @y
a1 a1 argr A fggear war qr 7

ot Qo ®Yo MY : AR FwTAT T)

Shri Kamath : Was the Pakistan
Gdvernment informed about this matter st
all?

Shri A. C. Guha : We have contacted
the Pakitan International Airlines Corpora-
tion and they have disavowed any knowled-

ge of this thing and they have informed us
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that they are trying to find out the guilty
persons. We have also asked the captain
to show cause why jthe gold should
not be confiscated; he has not yet
replied.

st WTH® | FT Ig HHT Feq fwaAT
mar § 7
Shri A. C. Guha : I have stated that it

is still under adjudication. It has been
seized by the Calcutta customs authorities,

Cantonments

*1185. Sardar Igbal Singh : Will the
Minister of Defence be pleased to
state:

(a) whether there is any  proposal
for establishing Cantonments or cons-
tructing military accommodation  for
the troops stationed in the Punjab, PEPSU
and Rasjasthan;

(b) if so, the names of the places
where such Cantonments will be esta-
blished ; and

(v) when this scheme will be com-
pleted ?

The Deputy Minister of Defence
(Sardar Majithia) : (a) No. There is no
proposal for the establishment of more
Cantonments in the Punjab, PEPSU
and Rajasthan States but there is a proposal
to construct military accommeodation in all
stations where troops are permanently
located and where adequate accommoda-
tion is not available.

(b) and (c). Do not arise.

Sardar E:,Il Singh: May [ know
whether the ernment is aware of the
fact that cight years have now pessed
and there is no acco tion in the
b];rdel; town for the troops still stationed
there

Sardar Majithia: I certainly appre-
ciate the anxiety of the hon. Member
in thinking about these servicemen who
are living under very hard conditions,
But with the funds at our disposal, we
can hardly make all the accommodation
that is required for all the troops. That
will have to be spread into a number of
places and this work is already in hand.

Sardar Igbal Singh: May I know
whether the Goiernment has at any time
amsessed the loss that Government is su-
flering in stores and other things due
to the non-construction of adequate accom-
modstion ?

Sardar
have assessed it; and we are trying to make
the best out of the bad job.
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Sardar Iqgbal Singh: May [ know
whether the Go' ernment is aware of the
fact that the construction of military can
tonments in the border area will hep
the people in_the area in trade an com-
merce ?

Sardar Majithiat That is an entirely
different question; we have only to con-
sider the strategic importance of the place
for building cantonments; and, com-
merce is an entirely different matter,
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Tripura State Bank Ltd.

_*1156. Shri Biren Dutt: Will the
Minister of Finance be plegsed to
state:

(a) whether Government have re-
ceived representations for the integra-
tion of Tripura State Bank Ltd., with
the State of India; T'"d

(b) if so, the action taken on them?

The Minister of Revenue
and Defence Expenditure (Shri
A. C. Guha): (a) Yes, Sir.

(b) It is not propused to ama te
the Bank with the State Bank of India.

Shri Biren Dutt: May [ know whe-
ther the Tripuara State Bank is running at
a loss

?

Shri A. C. Guha: It is running at a
loss, it is in a very bad condition.

Shri Biren Dutt: What is the subs-
cribed capital of the bank ?

Shri A.C. Guha,: The subscribed
capital is Rs. 32,63,900. There are 32,639
shares out of which 25,000 shares belong
to the Tripura Government.

Shri N. B. Chowdbury: May 1|
know whether ,invigwoft'l:uwm
vernment is not going to this
bunk'withmeSchmkoglndgl,Gu:
vernment proposc to open a branc
State Bank in that State ?
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Shri A. C. Guha: There is a proposal
to open a_ branch of the State BmE of In-
dia in Tripura State before the 3oth June
next year.

Import of Heavy Trucks

*1158. Shri D.C. Sharma: Will the
Minister of Defence be pleased to ' state:

(a) the total number of heavy trucks
imported during 1954-55; and

(b) the approximate value thereof ?

The Minister of Defence Organi-
sation (Shri Tyagil): (a) and {b). Com-
pleted heavy trucks are not directly im-
ported by the Government. Certain main
gomponents of the chassis alone for heavy
trucks are imported and the chassis are
assembled here. The landed cost of 2700
chassis imported into the country during
1954/55  (exclusive of Customs Duty)
is approximately Rs. 467 lakhs.

Shri D. C. Sharma: May I know
from what country or countries these
chassis are importd

Shri Tyagl: They are imported from
U.S.A.

Shri D.C. Sharma : May I know
if there is any schemes under the contem-
plation of the Ministry to have chassis and
things like that manufactured in India?

Shri Tyagi: Yes, Sir. All encourage-
ment is being given to the industry to
manufacture these things in India. At
present the Army uses two standardised
types of trucks for which orders are placed
by inviting global tenders. It is the other
hii.n.istry—thc Ministry of Supply—which
calls for tenders.

Shri D. C. Sharma: May I know with
which Indian firms the Defence Ministry
deals for the supply of these trucks ?

Shri Tyagi: The Defence Ministry
is not directly dealing with any manufacturer,
The indents are placed in the hands of the
Ministry of Supply; they invite global
tenders and they place orders on firms.
Mostly, the two firms which are assembling
the trucks in India on behalf of foreign
firms are the Premier Automobile Litd.
in Bombay and the Hindustan Motors Ltd.,
Calcutta,

Shri U. C, Patnaik: May .1 know
whether beforc placing orders for these
chassis, the Government examine the ex-
isting vehicles lying in the Army wvehicles
depot and other central vehicles depots,
which can be reconditioned or canniba-
lised for our requirements ?

Shri Tyagi: All possible efforts have
been made and whatever vehicles could be
procured ecither by cannibalisation or
spverhaw'ng they have been wused.
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Shri Sarangadhar Das: May [
know how the Government have found
the performance of the trucks that are ma-
nufactured by the two firms in India?

Shri Tyagi : Taey are working ve
satisfactorily. o very

. Shri Mecghoad Saha : May I know
if the firms have ever complained of lack
of steel for the manufacture of these trucks
in India ?

L

. Shri Tyagi : I am not quite sure about
it and I want notice, In , if there is
any such complaint, they would send that
complaint to the Ministry of Commerce
and Industry,

Mr. Speaker: We will now take up
questions for which authority has beem
given,

Shri B.K. Das : I want to put question
No. 1133 on behalf of Shri Samanwa.

Mr. Speaker: Shri B, K. Das.

Shri C. Bhatt: I want to put Questioa
1126 on behlaf of Shri Dabhi.

Mr. Speaker: [ will call the hoa.
Member atter Question No. 1133 has beom
answered.

Tobacco Seed Oil

*1133. Shri BK. Das (On behalf of
Shri S.C Samanta); Will the Minister of
Natural Resources and Scientific
Research be pleased to state :

(a) whether any attempts have beea
made in any of the Research Laboratories
in India to extract oil from tobacco secd;
and

(b) if so, the commercial and other
purposes fur which tne tobacco sced oil
can be used?

The Minister of Natural Resources
(Shri K. D. Malaviya): (8) Yes, Sir.

(b) The oil can be rendered edible,
used in the manufacture of paints and var-
nishes, or used as a burning oil.

Shri B.K.Dast May 1 know what
percentage of extraction is possible from
the tobacco seed ?

Shri K. D. Malaviya: The experimenss
carried out in the National Chemical
Laboratory have shown that on an average
36 per cent of extraction is possible from
the tobacco seeds.

Shri B. K. Das: May I know whethar
any ecstimate has been made about the
uantity of oil that could be made availebl,
ih this countrv in this way ?
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Shri K. D. Malaviya: The estimated
quantity of sceds that was available is 7,693
tons in 1949-50. That was the estimate then,
Although the acreage under tobacco has
increased since then, but in order to get
better quality of leaves, seeding proccsses
ate prevented. Therefore, the quantity of
geeds is not increasing appreciably.

Shri N. B. Chowdhury: May I know
what percentage of the figure which has
been just given is being utilised for ex-
traction of oil ?

h.ShrlhK. D. Malaviya: I do not know
that; perhaps not a very appreciable quantity
of seeds in utilised for extraction 01 oil.

Shri B.YK. Das: What will be the appro-
gimate price of this oil ?

Shri K.D. Malaviya: Some costing has
been done. The cost of production by
machine and hand process have been
calculated, and the income derived and
the margin of profit are like this:

Income per maund
by hand process Rs. 12-3-0

Income per maund
by expellers

Cost of production, that is cost of
extraction by the expeller process 18
Rs. 2-2-7 and by the hand Process Rs. 3-1-0

Shri Gopala Rao: May I know
whether any experiment has been made
in the research laboratory with regard to
the extraction of nicotine from waste
tohacco ?

Shri K. D. Malaviya: A good amount of
work has been done. But, that has no
earing on this qustion.

Taxation Enquiry Commission

*1126. Shri C. Bhatt (on behalf of Shri
Dabhi: Will the Minister of Finance
be pleased to state :

(a) whether Government have ac-
cepted the suggestion of the Taxation En-
quiry Commission, namely, that a thorough
and careful enquiry into the question of
public iture of the Central Govern-
ment sho be undertaken by a high po-
wered body; and

Rs. 13-2-0

(b) if so, when will it be wunder-
taken ?

The Minister of Revenue and Civil
ture (Shri M.C. Shah): (a) and
(b). The matter is under examination.

Shri A. M. Thomas: It has become a
daily phenomenon, so to say to put guestions
ooncerning this suggestion or that recommen-
dation of the Taxation Inquiry Commission.
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May I enquire whether the Finance
Minister proposes to have the report of this
Commission discussed on the floor of the
House on the lines of the report of the
Press Commission ?

. Shri M. C. Shah: I say that the mattter
is under examination. It is not proposed
to be discussed on the floor of the House.

Shri A. M. Thomas: My general
question has not been answered. 1 wish to
get an answer and the House will be in-
terested in getting an answer. | want to
know whether the Finance Ministry pro-
poses to have this Commission’s report
discussed on the floor of the House on the
lines of the discussicn that we had on the
report of the Press Commission.

Shri M.C. Shah: No. The matter
was discussed during the Budget dis-
cussions. The Finance Minister has made
the position quite clear. We have said that it
is under examination.

Statistical and Economic Advisory
Service

*1148. Shri M. L. Agrawal: Will the
Minister of Home Affairs be pleased
to refer to the reply given to starred ques-
tion No. 986 on the 1sth March, 1955
and state whether the Scheme for consti-
ruting a Statistical and Economic Advi-
sory Service has since been finalised ?

The Deputy Minister of Home
Affairs (Sh;r Datar): No. The matter is
still under consideration.

Shri Mi L. Agrawal: A committee
was appointed to go into the matter and
it submitted its report a year ago. What
is the difficulty in finalising the scheme?

Shri Datar: A Committec had been
appointed and it submitted its report.
That report is under examination now.

Shri M. L. Agrawal: How long has
it been under examination ?

Shri Datsr: For nearly two years.
Corruption

g Shri Lakshmayya (on be-
half of‘-Shrl Raghublir Sahai)yt Will
the Minister of Home Affairs be plcased
to lay on the Table of the House a state-
ment showing :

(a'}1 the number of prose utions
ed under th:s Preyention gf Cor-
ruption Act, 1947 State-wise and year-
wise, from '1947 till the amendment of
of the Act 1In 1952;

(b} the pumber of cascs which
resulted in conmviction; and

(c? the number of cases which re-
in  acquittal ?
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The Dcpug. Minister of Home
Affairs, (Shri Datar): (a) to (c). A state-
ment in res of Central Government
servants is laid on the Table of the House
[See Appendix VI, annexure No. 66].

Shri Lakshmayya: From the state-
ment I find that there are more corruption
cases in West Bengal. May I know whether
the Government have investigated and
found the reasons for it. Could the Go-
vernment give any special reasons for it?

Shri Datar : I shall enquire into the
matter.

Shri Lakshmayya: From the state-
ment I see that more cases have resulted
in ao[gmrul. Is lit due to \lian: of evidence
or other technical groundis, I want to know
from the Government?

Shri Datar: That was the reason why
the Act was amended in 1952. The hon.
Member’s question relates to a period before
the amendment of the Act. The position
has improved to a certain extent after that.

Shri Lakshmayya: After the amend-
ment may I kow whether there is any decline
in the number of cases? -

Mr. Speaker: Decline in acquirtals:
that is what he means, as I understand i

Shri Datar: Subject to correction,
I believe there is a slight decline.

Shri Kamath: A glance at the state-
ment shows that the total of the figures
relating to convictions and uittals
does not tally with the number of pro-
ceedings launched in some cases there is
excess, in some cases there is deficit. How
is the discrepancy explained ?

Mr. Speaker: It is clear: cases are
pending.

Shri Datar: There is no discrepancy.

Shri Kamath:
acquittals ..., ...,

Mr, Speaker: Plus cases pending.

Shri Kamath: Is more than the pro-
secutions  launched ?

Mr. Speaker: We go to the next
question.

Shri Kamath: 1 have another question.

Mr. Speaker: Put another question.

Shri Kamath: During the period
under reference have the Government
received any report or complaint or alle-

tion of corruption sagainst Ministers,

tral or State and if so through which
machinery were such allegations enquired
ato or investigated ?

Convictions  plus
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Shri Datar: So far as my knowledge
goes, we have not received any such com-
plaints at all so far as the Central Ministers
are concerned, We are dealing only with
the Central Ministers,

Shri Kamath : State Ministers ?

Shri Datar: We are not dealing with
State Ministers, It is a matter for the State
Governments,

Population Data

‘:'Igg. Shri B.K. Das (on behalf of
Shri S.C. Samanta): Will the Minister
of Home Affairs be pleased to state :

(a) the manner in which the exist-
ing system of the registration of births
and deaths kept in different States was
revised in 1952 by Government to pro-
vide correct population data;

(b) whether that system is being ob-
served by States now;

(«) if so, whether the annual reports
have been received since then; and

(d) whether in the revised system
cause of death is also recorded ?

The Deputy - Minister of Home
Affairs (Shri Datar): (a) No revision
of the existing system of registration of
births and deaths has yet been initiated by
the Government of India. The former
Registrar General and Census Commis-
sioner for India, formulated a scheme for
the Improvement of Populaton Data.
Some portions of this Scheme have been
experimentally tried in some of the States
of India and a report thereon is likely to
be published in Augus', 1955.  After
the receipt of that Reporr the gquestion of
further implementation ot the Scheme
will be taken up.

(b)Y to (d). Do not arise.

Shri B. K. Das: When a report s
made in the initial stage, is there any
method of checking whether the regis-
tration has been correctly done?

Shri Datar: This itself has been
g{mposed by the Registrar General.

e has suggesied certain  methods
and also & machinery for finding out
whether the figures are correct and have
been properly registered.

Summer Camp for Foreign Students

*1157. Shri B. K. Das (on dshalf of Shri
S. C. Samanta): Wili the Minister of
Education be pleased to refer to the
reply given to Starred Question No 2357
on the 18th April, 1955 and state:

(a) whether a Summer Camp for
the foreign students who are enjoying
Cultural Scholarships in  India was
held during rhis summer?
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(b)  whether foreign students who
are not enjoying such Scholarships frem
Government were allowed to participate
in the camps ; and

() the expenditure incurred on these
camps and how it was met ?

The Parliamentary Secretary to
the Minister of Education (Dr. M. M.
Das)i (a) Two Summer Camps for
foreign students including cultural scho-
lars were held in May-June, 1955 one in
Kashmir and the other in Ootacamund.

(b) Yes, Sir.
c) The accounts have not yet been

Shrl B. K. Das : May I know whether
any Indian students were allowed to parti-
cipate in these camps?

Dr, M. M. Das: Yes; there were some
Indian students who took part in thes:
camps.

Shri B. K. Das: May I know whether
mf-: expenditure was incurred on their
behalf ? -

Dr. M. M. Das: These camps were
organised and run by the 1.C.C.R. that is,
the Indian Council of Cultural Relations,
This council spent Rs. 40/-/- per student
for local bus fare, etc. This sum of Rs. 40/-
was given by the council to all students
irrespective of whether they are Govern-
Idnent scholarship h.ders or Indian stu-

ents.

Shri B. K. Das: Was any additional
sum spent over foreign students who are
enjoying our scholarships ?

Dr. M. M. Das: Yes, Sir. So far as
foreign students who are studying in this
country under different scholarships of the
Government of India are concerned,
they received from the Central Govern-
ment train fares and the bus fares from the
University to the place of the camp
and back and Rs. 2/- per day durin: the
period of the camp.

Shri B, K. Das: May I know whether
any complaints have been made i
the discrimination that has been made in
the case of these two categories of students ?

... Dr. M. M. Das: We have received up
tll now no complaints.

Shri N.L. Joshit May I know the
number of students who attended these
summer camps ?

Dr. M. M. Das : In all, 154 ls_ln:ddenp
attended summer cam eld in
Kashmir and Ootacamund, Pe
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Short Notice Question and  Answer
Bonus Shares

S.Q. No. 8. Shri L.N. Mishra: Will
the Minister of Finance be pleased to
state

(a) whether it is a fact that permission
to issue bonus shares has been with held
{gr‘ lon}lc time b:l:c; 'whetherl‘udchmg_- Ign

t policy is being contemp) now by
pemuprtingthe issue of bonus eshares ?

(b) whether Government have consi- °
dered the recommendation of the Taxation
Enquiry Commission vn the subject; ani

(c) if so, what is the decision of the
Government on this recommendation ?

The Minister of Finance (Shri
C.D. Deshmukh): (1) The answer to
both parts of the question is in the
affirmative.

(b) the recommendation of the Ta-
xation Enquiry Commission on this subject
is still under consideration.

(¢) The decision of Government to
permit the issue of bonus shares is without
prejudice to any decision which they
may take on the recommendation of the
Taxation Enquiry Commission on this
subject in due course.

Shri L. N. Mishra: May 1 know
the number of cases received by the Go-
vernment for permission to issue bonus
shares, and what is their value ?

Shri C. D. Deshmukh: 128 cases
are pending of which 115 are more or less
ready for the issue of orders. The total
sum involved is Rs. 13-2 crores.

Shri L. N. Mishra: May | know the
time Government will take to decide the
rest of the cases in order to avoid the reign
of the speculators in the market?

Shri C. D. Deshmukh: There should
be no speculation now in the light of he
answers given to day.

Shri L. N. Mishra: May 1 know
if Government have any proposal to have
effective control over the issue of bonus
shares to avoid over-capiwlisation or any
misuse of this facility g

Shri C, D. Deshmukh: These are
matters taken into consideration before a
decision is taken on any individual case.
The issue of orders was delayed only-
because of a partiuclar reason with whic
I have dealt in my answer today.

Shri K. K. Basu: May I know how
many of these companies are being
by British or any other foreign managing
agency firms ?

Shri C. D, Deshmukh: I want notice
of the question.
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Shri Joachim Alva: Have Govern-
‘maent got statistics for any given year of
the loss sustained by the Exchequer bg
declaring these shares free of income-tax

Shri C. D. Deshmukh: I do not know
how a loss arises unless one decides to
max them.

Shri Tulsidas: How long have these
eagses been pending ?

Shri C. D. Deshmukh: For a year.

Written Answers to Questions
Cantonment Board

*1127. Shri M. R. Krishna: Will the
Minister of Defence be pleased to state:

(a) whether it is a fact that the Can-
tonment Boards in the country have chalkd
out a Five Yesr Plan for improvement
of Cantonments ; and

(b) the specific improvements sug-
gested by the Secunderabad Canton-
ment Board in this connection ?

The Deputy Minister of Defence
(Sardar Majithia) : (1) No
Five Year Plan was drawn up, but develop-
ment programmes have been chalked owt
by the different Cantonment Boards for
1955-56.

(b) A statement is laid on the Table
of the House. [See Appendix VI, annexure
No. 67].

Indian Navy

*1128. Shri Krishnacharya Joshi:
Will the Minister of Defence be pleased
to state:

(a) the steps taken by Government
to replace the old ships of the Navy by
mew ones; and

(b) the total number of ships pur-
chased during 1955?

The Dmuty Minister of Defence
(Sardar jithia): (a) A programme of
replacement of ships in the Indian navy
has been accepted by Government and
is being implemented in stages.

(b) Two Inshore Minesweepers.
All India Taxation Council

*1130. Shri Bibhuti Mishra: Will
the Minister of Finance be pleased to
state:

(a) 'whether Government propose to
set up an All India Taxation Council
representing Central and Stuate  Gov-
sruments ; and

(b) if 50, whea ?
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The Minister of Revenue and Civil
ture (Shri M. C.Shah): (a) and

(b).The Taxation Enquiry Commission have
recommended the setting up of an All
India Council. The recommendation is

still under consideration of the Govern-
ment.

Import of Cotton Textlles

*1134. Pandit D. N. Tiwari: Wil

the Minister of Finance be pleased to
state:

. () the short fall in “import duties”
in May and June, 1955 due to the re-
duction of duties on Cotton  Textiles
imported from U.K. and other coun-
tries;

(b) whether the imports of cotton
textiles have considerably increased due
to the concessions; and

(c) if so, the percentage of increase ?

The Minister of Revenue and
Defence Expenditure (Shri C. A. Guha):
(a) It is difficult to estimate the short-fall.
Import duty collected in May and June
1955 on Cotton textiles falling under items
48(3) and 48(9) of the Indian Customs
Tariff on which duty was reduced cn the
3rd May 1955 was Rs. 7,75,000. The Budget
estimate for any two months of this year
on these two items was approximatly
Rs. 8-3 lakhs and the duty collected
last year in these two months on the two
items was Rs. B-45 lakhs. Any veriatio
in these amounts may be ascribed to mary
reasons apart from the reduction inim-
port duty,

(b) and (c). There has been some in
crease on the import of cotton textiles in
May and June 1955 as compared to im-
ports in May and June 1954, as shown
below :—

May Miy  Percentage
June Jun:  Increase
1954 1955

— —— iy e

ty. (Yds) 5,94,000  8,15,000 37%
alue Rs. 11,67,000 16,89,000 45%

This increase cannot be attributed en-
tirely to the reduction in duty, rather
it is mainly due to the lib licensing
policy for these goods in. January—]Junc
1955 period as compared with the policy
for January—June 1954 period.
Standing Committee on Basic
Education

*1136. Shri Gidwani: Will the Minis-
ter of Education be pleased to state :

(a) whether Government have received
a recommendation of the Standing Com-~
mittee on Basic Education for holding
an All- India Exhibition on Basic Edu-
cation; and
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(b if so, the decision taken thereon?

The Minister of Education and
Natural Resources and Scientific Re-
search (Masulana Azad): (&) Yes, Sir

(b) . Government propose to hold the
exhibiiion..

International Camp by World Veterans
Federation

*1140. Shri M. Islamuddin : Will
the Miaister of Defence be pleased to
state:

(a) whether India has participited in
the  Tnternational  Children'ss Camp
orgimsed by the World Ve.erans Fede-
ration from the 15th July 10 31st August,
1955 in Tolosue (France);

(b) if so, the name of the child and
his fither who represeats India; and

(c) the basis of selection ?

The Deputy Mlnister qf Defence
(Sardar Majithia): (a) Yes .

(b) Nirpeadar Nath Khanna sen of
Ex-Mijor Baupeadir Nath Khanna.

(¢) Prom the <hilire1 wailable at the ’

time the oae .nyst suitable was selected.

LA.S./I.P.S. Examinations

*r142. Shri N. M. Lingam: Will
the Mi uster of Home Affairs be pleased
Lo state:

(a) the total number of candidites
who appeiwred for the LA.S., I.P.S. and
LF.S. eximinations at the London Centre
during the last two years; and

_(b) the number that passed from
this Centre ?

The Deputy Minister of Homne
Affairs (Shri Datar): (a) .nd (b). A
Statement giving information inregard to
the aumber of candida es who 1ppeared for
the [.LA.S., I.2.S. ind I.F.S. :xaminations
at the London Centre duri g 1953 and
1954 and the number of ca ididaies who
quilified for appointment i liaid on the

ible of the H>use. [See . ppendix VI,
annexure No. 68). Appointrients to va-
rious services ire made from among the
qualified candidates in order of merit
up to the namber >f viciacies available
subject to reservations for Scheduled Cistes
and Scheduled Tribe Candidates.

252 LSD—2
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Insurance Companies

'¥ *1143. Shri C. R. Narasimban: Wil
the Mi.uisier of Finance be plessed 0

state:

(1) whether it is a fact that increased
Staie activity in the field of Insurance
is being considered to raise additional
resogrces for the Second Five Year
Plan; and

(b) whether it is proposed to advise
the State Governments to start their own
Insurance Companies ?

The Minister of Revenue and Civi)
Expenditure (Shri M.C. Shah): (a) an.i
(b). The First Five-Year Plan had re-
commended closer examina ion of the s'epr
to be .aken in ealirging Staie par.icipation
in the iasurance sphere. Such examination
is s.ill in progress. The final decision will
be caken af.er considera.ion of all aspects of
th: question and not merely the additiona}
resources that may be raised.
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jolnt Stock Companies

60% Shri Hem Raj: Will the Mini-
ster of Finance be oleased to ste:e the

mmb:r of J.it Stock Compani:s
functonn’ &t pressat  in R.jpura,
(PEPSU)? :

The Minister of Revenue and Civil
Expenditure (Shri M.C. Shah): There
are niae Joint Stock Cumpanies operating
in the district of Rajpura in the State o
Pepsu.

° Red Fort

606. Shri D.C. Sharma: Will the
Miiis er of Educatlon be pleased to
state the amount speaton the maintenance
of the Red For ‘durng the last thre
years upto the end of 1954 ?
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The Minister of Education and
Natural Resources and Scientific Re-
search (Maulana Azad):

Financial Year Amount spent

1952-53 Rs. 1,92,833/4/-
1953-54 Rs. 1,72,761/10/-
1954-55 Rs. 1,90,961/-/-

The above amounts include the ex_-.
Benditure incurred by the Ministrty of
efence al

Industrial Finance Corporation

607,/ Shri D.C., Sharma:
Shri Ibrahim:

Will the Minister of Finance be
pleased to state:

(a) the number of loans sanctioned
by the Indusirial Finance Corporation
during February—July 1955 and the
names of the Industries to which these
loans were granted ; and !

(b) the number of npflicaaions which
are still pending disposal ?

The Minister of Revenue and Defence
Expenditure (Shri A.C. Guha): (a)
15 as per details given in the attached
statement [See Appendix VI, annexure
No. 69].]

(b) PFive.

French Missions

.608. Shri D.C. Sharma: Will the
Minister of Home Affairs be pleased
to state:

() _the nymber of French Missions
sta;tcd in the country since Independence;
an

(b) the names of the places where
they are located ?

The Deputy Minister of Home
Affairs (Shri Datar): (3) Nil.

(b) Does not arise. |

Paper Mills

609. ShriIbrahim: Will the Minister
of Finance be pleased to state the sub-
scribed capital of the Paper Mills in
India?

The Minister of Revenue and Clivil
Expenditure (Shri M .C, Shah): The
subscribed capital of joint stock comparies
limited by shares engaged in Paper Mills
business in India as on 318t March, 1954
was Rs. 12,08.27,095/-
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Sugar Mills

610, Shri Ibrahim: Will the Minister
of Finance be pl.zsed to state the
subscribed capital of the Sugar Mills
in India ?

" The Minister of Revenue and Civil
Expenditure (Shri M.C. Shah): The
subscribed - apital of joint stock comparies
limited by shares engaged in suger (in-
cluding jaggery) manufacturing business
in India as on 31st March, 1954 was
Rs. 30,27,57,294.
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Delivery of Books (Public Libraries)
Act, 1954 '

614, Pandit D.N. Tiwari : Will the
Minister of Education be pleased to
state:

(a) whether Government keep a re-
cord of all books published in the Na-
tional and Regional languages in the
country; :

. () if so, the number of books pub-
lished in each language in the years 1953
and 1954; and

(c) the number of books supplied
to the National Library, Calcutta since
the enactment of the Delivery of
Books (Public Libraries ) Act, 1954 ?

The Minister of Education and Na-
tural Resources and Sclentific Re-
seaurch (a) Yes, Sir.

(b) The information is being compiled
and will be placed on the Table of the
House in due course.

(c) 1836.

Sahitya Akademi

61s. Shri V. P. Nayar: Will the
Minisier of Education be pleased to
state:
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(2) the amount set aside by the Sakitya
Akadimi  for the development of Mala-
yalam litersture in the years 19§4-SS
and 1955-56 separately;

(b) the amount spent thereon during
these years;]

(c) the amount that lapsed in the
year 1954-55; and

¥

(d) the details of the projectsfon which
the amount has been spen ?

The Minister of Education and
Natural Resources and Scientific
Research (Maulana Azad) (a) 1o (d)
Though no separate amount is earmarked
in the budget of the Sahitya Akademi for
1954-55 and 1955-56 for the develop-
ment of Malayalam literature, the Aka-
demi paid Rs. 15,000:-"to the Malayalam
poet, Sri Vallathol Narayana Menon to
enable him to publish his translation of
Rig veda in Malayalam.

U.P.S.C.

616. Sarder Iqbal Singh: Will the
Minister of Home Affairs be pleased
to state the amount paid by the Union
Public Service @ Commission as  con-
veyance and other allowances to cend
dates interviewed or tested for recruit-
ment during 1952-53?

The Deputy Minister of Home
Affairs (Shri Datar) : Rs, 1,98,666-
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618. Shri M. L. Dwivedi: Will the
Minister of Finance be pleased to refer
to the Circular dated the 11th June, 1955,
regarding the grant of study leave 1o
Government ‘servants for studies abroad,
and state:

(a) the number of Government em-
ployees who have applied for study leave;
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(b) the numbrr of Gov ernment
emcrloyees granted study leave so far
and the subject for which it has been
granted; and

(c) the number of Government em-
ployees refused study leave ?

The Minister of Revenue and Civil
Expenditure (Shri M.C. Shah): (a) to (¢)
The information is being collecied and
will be laid on the Table of the House
as soon as it becomes &yailnble.



Vol. V
25th August, 1955 (Thursday)

LOK SA BHA
DEBATES

(Part II—Proceedings other than Questions and Answers)

(Vol. II contains Nos. 16—30)

LOK SABHA SECRETARIAT
NEW DELHI

STX ANWAS (INLAND) TWO SHILLINGS (POREIGN)



CONTENTS
(Vol. V, Nos. 21 to 40, dated 22nd August to 16th September, 1955)

MONDAY, 22ND AUGUST, 1955— CoLumas
Oral Answers to Questions—
Starred  Questions Nos. 977, 978, 981, 983, 984, 986, 988 to 992
9944 to 996, 999 to 100I, 1003, 1004, 1008 to 1010, 98§, 100§ mJ
. 1007. . . . . . . . . . . 3931—60
i Short Notice Question'No. 7.1 3960 —63
Written Answers to Questiong—
Starred Quﬂt:om Nos 976, 979, 980, 982, 987, 993, 997, 998,
1002 and 1006 . . . . . . . . «3963—68
Unstarred Questions Nos. s14to 534. . . . . 3968—76
TuespAY, 23RD AUGUST, 1955—
Oral Answers to Questions—

Starred Questions Nos. 1013, 101§, 1017, 1I0I9 to I02I,1024 to 1028,
1030, I03I, 1032, 1034 to I036, I038, IO4X to 1046, 1048, 1049
1053 and 1054 to I056. . . . . . . . . 3977—4007
Written Answers to Questions—
Starred Question s Nos. 1011, 1012, 1014, 1016, 1018, 1022, 1028,

1029, 1033, 1037, 1039, IO40, I047, 1050, 10SI, 1053 and 1057 .
to 1064. , . . . . . . . . . . . 4007—16

Unstarred Questions Nos. 535 to 563. . . . 401628

WEDNESDAY, 24TH AUGUST, 1955—

Oral Answers to Questions—
Starred Questions Nos. 1065, 1066, 1068 to 1072, 1074, 1075, 1079,
1102 to

1081, 1083, 1085, 1089 to IOQI, 1093 to 1095, 1098t0 I100,
1108. . . . . . . . . . . . 4029—62

1106

Written Answers to Questions—

Starred Questions Nos. 1067,
108 1088, 1092, 1096, 1097,

Unstarred Questions Nos. $64 to s84 and 586 to 604.
THURSDAY, 25TH AUGUST, 1955—

Oral Answers to Questions—
Starred Questions Nos. r1ayq, 1125, 1129, 1131, 1132, 1135, 1137 t0 1139,
nss, 1133,

1073, 1076 to 1078, 1080, 1082, 1084,
1101, 1107 and 1109 to I123. 4062—74

- 4074—94

1141, 1145 to 1147, 1149, 1150, 1153, IIS4 to 1156,
1126, 1148, 1144, I153 and 1157 . . . . . 4095—4123
Short Notice Question No. 8. . 4124—25

Written Answers to Questions—
Starred Questions Nos. 1127, 1128, 1130, 1134, 1136, 1140, 1142, 1143
and risr1. . . . . . . . . . - - 4125—28

Unstarred Questions Nos. 605 to 618. e+ . 4728—34
(i)



FRIDAY, 26TH AUGUST 1955— COLUMNS
Oral Answer to Question—

Starred Questions Nos. 1159 go :16:8,'1164,811‘67, 119268, 11119.71.0' IIII‘;I;
riy3, 117 1178, 1181, 1184, 1185, 1IB9, I1IGO, >
mgsngé. % . 7 . . B 4 . ’. . . . . . 4135—64

Correction of Answer to S.Q. 1164. . . . . . . 4161
Written Answers to Questions-
Starred Questions Nos, 1162, 1163, 1165, 1166, 1169, 1172, 1174, 1176, "
177, 1179, 1180, 1182, 1183, 1186 to 1188, 1191 to II93, an
TI97 t0 1203. . . « o« s+ s s« s+ s 416575
Unstarred Questions Nos, 619 to 636, . . . . A 4175—8a
TUESDAY, 30TH AUGUST, 195§

Oral Answers to Qusetions—
Sarted Questions Nos. 1204 to 1206, I21I, 1212, 1214 t0 1216, 122I,
1224 1228, 1231, 1232, 1234 to 1239 and 1241. . . . 4183—4214
Written Answers to Questions—
Started Questions Nos. 1207 to 1210, 1213, I217 to 1220, 1232, 1223,
1229, 1230, 1233, 1240, and 1242 to 1254. . . . 4214—25
Started Questions Nos. 637 to 668. . . .
WEDNESDAY, 31ST AUGUST, I1955—
Oral Answers to Questions=

Starred Questions Nos. 1255, 1256, 1258, 1262 to 1264, 1266,
1268 to 1270, 1272, 1274 to 1277, 1279 to 1283, 1288 to Igzo,

. 4235—40

1292, 1293, 1295 to 1299, I30I, and 1302 . 4241—171
Written Answers to Questions—
Starred Questions Nos. 1257, 1259 to 1261, 1265, 1267, I27I,
1273, 1278, 1284 to 1287, 1291, 1204 and 1I300. ,. . 4271—76
Unstarred Questions Nos. 669 to 679, . - 4276—80

THURSDAY, IST SEPTEMBER, I955—
Oral Answers to  Questions—

Starred Questions Nos. 1303, 1306, 1307, 1309, 1310 to 1312, 1315,
1317, 1318, 1320, 1322 to 1324, 1326 to 1330, I341, 1I33I,
1333, 1335 to 1337, 1340 and 1342. . . . . 4281—4310

Whitten Answers to Questions—

Starred Questions Nos. 1394, 1305, 1308, 1313, I314, 1316, 1319,
1321, 1325, 1334, 1338, 1339 and 1343 to 1345 . . 4311—16

Starred Questions Nos. 680 to 7orI. . . 4316—24

FRIDAY, 2ND SEPTEMBER 198§
Oral Answers to Questions—

Starred Questions Nos. 1346 to 1355, 1359 to 1362, 1364, 1365, 1367 to 1374,
1376, 1373 to 1383 and 1386

4325—57
Short Notice Question No. 9. . . 4357
W ritten Answers to Questions—
Starred Questions Nos. 1356 to 1358, 1363, 1366, 1377, 1384, 1385, 1387
to 1391 4358—62

Unstarred Question Nos. 702 to 740 . . . 4363—80



(iif)

SATURDAY, 3rd SEPTEMBER, 1955— COLUMNS
Oral Answers to Questions—
Starred Questions Nos. 1394, 1403, 139 J to 1397, 1399, I400, 1424 to

1407, 1409, 1410, 1413, 1414, 1416, 1418, 1419, 1423, 1424, 1425 tO
1428, 1430, 1392 and 1412, . . . . . 4381—4400

Written  Answers to Questions—
Starred Questions No. 1398, 1391, 1[40I, 1402, 1408, I4II, I4IS,

1421, 1422, 1425, 1429 and I431. 4409—14
Unstarred Questions Nos. 741 to  753. . 4414—18
MONDAY, STH SEPTEMBER, 1955—

Oral Answers to Questions—

Starred Questions N03. 1433, 1436, 1437, 1440, 1441, 1443, 1444, 1447, 1448.1450
£ 1453,1455,1456.1458,1450,1461.1464.123K.1446 and 1449. . . . 4419—42

Written Answers 10 Questions—

Starred Questions Nos. 1432, 1434,1435.1439. 1442 1445. 1454. 1457. 1460,
1462, 1463 and 1465. .4442—46

Unstarred Questions Nos. 754 to 780, 4442—58

TuesDAY, 6TH SEPTEMBER, 1955—

Oral Answers to Questions—

Starred Questions Nos. 1466, 1467, 1469 t0 1471, 1474 t0 1431.:485.1436 1488
101494,1496,1498 tolsoo,lsoz,1503and 1505101507, . . 4459—92

Written Answers to Questions—

Starred Questions Nos. 1468, 1472, 1473, :482, 1483, 1484. 1487. 1495,
1497, 1501,1504 and 1508t0 1515, .- . 4492—99

Unstarred Questions Nos, 781 to 810, 812 and 813 4499—4514

WEDNBSDAY, 7TH SEPTEMBER, 1955—
Oral Answers to Questiong—

Starred Questions Nos, 1516 to 1522. 1524 to 1527. 1547. 1528 to 1433,
1536, 1537 and 1539101545 . . . 4515—45

Written Amwers to Questnons—

StlrredQuestlomNm 1523,1534,1535,1538, 1546 nnd1548101554 4546—49
Unstarred Questions Nos, 814 to 823 . . . . 4549—356

THURSDAY, 8TH SEPTEMBER, I955—
Oral Answers to Questions—

Starred Questions Nos. 1555, 1556, 1558 tq 1560, 1562 to 1566, 1568,
1570, 1571, 1573 to 1576, 1578 to 1583, 1585, 1587 to I589, 1591 and 1592 4557—90
Written Answers to Questions—

Starred Questions Nos. 1557, ;26:, 1567, 1569, I1S72 1577, 1584,
1586, 1590 and 1594 to 1596. . . © e e« . 4590—95

Unstarred Questions Nos. 824 to 841. 4595—4604



(iv)
FRiDAY, 9T4 SEP TEMBER, 1955 — COLUMNS

Oral Answers to Questions—

Starred Questions Nos. 1397, 1598, 1600 to 1606, 1610 to 1613,
1615, 1620, 1622 to 1625. 1627 to 1630, 1632 to 1639 and 1641. 4605—38

Written Answers to Questionses

Starred Questions Nos. 1599, 1607 to 1609, 1614, 1616, 1618,
1619, 1621, 1626, 1631, 1640 and 1642 to 1653. . . 4538—¢48

Unstarred Questions [y, 343 to 874. 4648—64

MONDAY, I2TH SEPTEMBER, 1955—
Oral Answers to Questions—

Starred Questions Nos. 1654 to 1657, 1661, :66%, 1666, 1667, 1669, 1671,
1673, 1675, 1677 to 1680, 1682, 1684, 1685, 1668 and 1659. 4665-~88

Written Answers to Questions—

Starred Questions Nos. 1658, 1660, 1662, 1664, 1665, 1670, 1672, 1674, 1676,
1681, 1683 and 1886 to I688. 4689—94

Unstarred Questions Nos. 875 to 884. 4694—98

Tusspay, 13th SEPTEMBER, 1955—
Written Answers to Questions ==

Starred Questions Nos. 1689 to 1718 . . . . . . 4699—4710
Unstarred Questions Nos. 885 to 902 , 904 and 905 . . . . 4711—12
WEDNESDAY, 14TH SEPTEMBER, 1955—
Written Answers to Questions—
Starred Questions Nos. 17190 1787 - . « « . . . 4723—55
Unstarred Questions Nos. 906 to 941 . . . . . . . 4755—70
THURSDAY, 1STH SEPTEMBER, 1955—
Oral Answers to Questions—
Starred Questions Nos. 1790 to 1793. 1794 to IBOI :803 to :8:1. 1813 to1816,

1819 to 1821 and 1788 . . - 4771—4800
Written Answers to Questions—
Starred Questions Nos. 1789, 1793, 1802, 1812, 1817 and 1818, . . 4800—02
Unstarred Questions Nos. 942 to 953. . . . . . . 4802—08
FRIDAY, 16TH SEPTEMBER, 1955—
Oral Answers to Questions—
Starred Questions Nos. 1822, 1824 to 1826, 1828, 1829, 1831, 1832.:834, 1835,
1837, 1838, 1840, 1B41, 1843 to 1853, 1855 and 1857 to 1860 4
Written Answers to Questions—
Starred Questions Nos. 1823, 1827, 1830, 1833, 1836, :839, xuz, 1854. 1856
and 1861 to 1867 . . . . . .
Unst rred Questions Nos. 954 to 976 and 78 to 991 . . . 4846—62
INDEX . . . . . . . . . . . 1—161

————



el
L

Aci o 25 5B,
LOK SABHA DEBATES Dgisxi.. {2.02.:20(9...

{Part II==Proceedings other than Questions and Answers)

FESe VIR

11389

LOK SABHA
Thursday, 25th August, 1955.

The Lok Sabha met at Eleven of
the Clock.

[Mr. SpEakER in the Chair)
QUESTIONS AND ANSWERS
(See Part I)

12-02 p.Mm.
COMPANIES BILL.—contd.

Clauses 11 to 67

Mr. Speaker: The House will now
resume further discussion on clauses
11 to 67 of the Companies Bill. Out
of 23 hours allocated to these clauses,
1 hour and 18 minutes have already
been availed of and 1 hour and 12
minutes now remain. Thiy would
mean that these clauses will be dis.
posed of by about 1-15 pM. There-
after the House will take up the next
group which consists of clauses 68 to
8v.

Shri §. V. Ramaswamy (Salem): On
a point of order, Sir. On the 22nd,
when clauses 2 to 80 were taken up,
we were asked to give the names of
the amendments which we wished to
move, and I gave mine, but I find in
yesterday's list relating to clauses 11
to 67 that those amendments have
been omitted. I was in the Public
Accounts Committee on other duty
when this group of clauses seems to
have been taken. 1 was not physi-
cally present here to move them, but
the list shows I have already moved
them and in the list issued yesterday
they are not there. My submission is

11190

that when we are engaged elsewhere,
snd when we are not able to be physi-
cally present here, all the amend-
ments tabled by such Members, in my
case at least, may be kindly taken as
moved.

Mr. Speaker: That is not the prac-
tice which we follow when we are pro-
ceeding with a Bill. In the case of
resolutions and other things, matters
stand differently, but when we take
up the clause by clause reading of a
Bill, every amendment has to be
moved. At least the Member is called
upon to say whether he wishes to
move. He need not specifically read
out the whole amendment, but the
Member has to be present and after
being present in the House he has to
say whether he is going to move or
wishes to move the amendments and
then specify their numbers. Obvious-
ly, ex hypothesi, the hon. Member
was absent from the House.

Shri S. V. Ramaswamy: I was on
other public duty. The point is whe-
ther the first list has been superseded
by the second. In the first list my
amendments are there. Tt has
been pirculated as having been moved,
but In the second list sent yesterday
they are not mentioned. What hap-
pened?

Mr. Speaker: The hon. Member
will appreciate the difference between
the two. The first list is a list of
amendments tabled by Members. and
circulated to Members for their in-
formation. In the second list only
amendments which are moved are
mentioned. So, his amendments, not
having been moved by him on account’
of his absence, could not be included
in the second list. There is no point
of order in thizs matter.
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Shri S. V. Ramaswamy: On the
22nd, Members were requested to
submit a list of amendments that they
intended to move. My list is already
there. It is on this basis that the key
was prepared, but in the subsequent
list it is not there,

Mr. Speaker: The hon. Member will
see that the intention of a Member to
move an amendment is something far
different from his actually moving the
amendment. The hon. Member may
give notice of moving a certain amend.-
ment and better counsels may prevail
and he may not move the amendment.
There are so many things. A Mem-
ber’s notice of an intention to move
an amendment cannot be taken as the
same thing as moving the amendment.

Shri 5. V. Ramaswamy: It was said
that they may be taken as moved.
That is what the hon. Deputy-Speaker,
said.

Mr, Speaker: The practice Is—as I
have stated in the House,—that in
cases of amendments like these to the
clauses we never take all amendments
as moved. We always call upon Mem-
bers who are present in the House to
say whether they wish to move the
particular amendments standing in
their names, and if the Member is
absent, all his amendments naturally
fall through. And in many cases
Members get up and say that they do
not wish to move, whatever their rea-
sons may be. That is the practice.

Shri Kamath (Hoshangabad): May 1
ask a question on a point of enlighten-
ment? Can a Member authorise a -.col-
league of his to move an amendment
standing in his name in his absence?

Mr. Speaker: That is not the prac-
tice, and I do not think it is desirable
to introduge that kind of practice.
In legislation, if the Member wishes
that his amendment should be taken
into consideration by the House, it is
his duty to remain present and ex-
plain personally to the House and not
through his deputy.

Shri K. K. Basa (Diamond Har-

bour): At least in 1he case of Members
who have to attend either the Esti-
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mates Committee or the Public Ac-
counts Committee, this should be
allowed. We cannot have double pre-
sence.

Mr. Speaker: The point Is if there
is a conflict of duty, the Member has
to make his own choice and he has to
attend to that which he thinks more
important thar the other which he has
to discharge. The other alternative
will be, In case a Member expects to
remain absent,—because he has pre-
vious notice both as to the work in
the House and the Committees,—he
van ask any one of his colleagues to
give notice of an identical amendment
independently, instead of coming him-
self, and that will serve the purpose.
In fact, the principle is that the per-
son who gives the amendment has to
be present to explain it to the House.

Shri 8. V. Ramaswamy: In view of
the inadvertent mistake, I may be per-
mitted to move these amendments
which are already in list No. 1.

Mr. Speaker: Amendments to what
particular clauses?  (Interruption)
Order, order, Let there be no talk
with him,

Shri 8. V. Ramaswamy: My cmend-
ments are:

Clause 48 — Amendment Nos. 31, 32

Clause 52 — Amendment No. 33

Clause 55 — Amendment No. 34

Clause 59 — Amendment No. 35

Mr. Speaker: He wants to move.
them now?

Shri §. V. Ramaswamy: Yes, Sir, if
you are so pleased.

Mr. Speaker: I feel one difficulty.
When these clauses were taken up
yesterday, I do not know whether the
amendments were all called at that
time.

I am told that when clauses 11 to
87 were taken up yesterday, Members
were called upon to move amendments
in respect of all these clauses. That
means, the hon. Member's amendments
were called and because of his absehce
they could not be moved: Having
once been called, it is not possible
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for me to permit him again to move
those amendments, even though the
clauses are under discussion. So, we
will proceed now with the discussion
of the clauses.

Shri Ramachandra Reddl (Nellore):
There is a further point which I wish
to submii to you. Certain hon. Mem-
bers coming from the Government
side give notice of amendments and
they either wilfully or knowingly keep
out of the House when the amend-
ments are called. That is the prac-
tice, That is another point to be taken
into consideration. In such caseg they
should not have the liberty of moving
them at a later time.

Mr, Speaker: I think what I said
covers that contingency also.

Shri M. S. Gurupadaswamy (My-
sore): These clauses deal with the
mechanics of the incorporation of joint
stock companies, and incidentally refer
to the powers of the Central Govern-
ment and the power exercisable by the
registrars under the Act in wvarious
matters such as memorandum, articles,
prospectus and so on.

Before dealing with certain provi-
sions in this group of clauses, I would
like to make one observation—though
it refers to policy—that under these
clauses, enormoug powers have been
given to Government to regulate, to
interfere and to supervise the activit-
ies in so far as incorporation of joint-
stock companies is concerned. Some
of us said at the time of the general
discussion that it would be better to
accept the recommendation of the
Bhabha Committee to form a Central
suthority.

[PanprT THARUR Das BHARGAVA in the
Chair.]

There is one other point which has
to be taken into consideration in this
connection, and that is that at the pre-
sent time, most of the powers confer-
red on the registrars and deputy
registrars are not properly and effec-
tively exercised, merely because these
registrars, though they come under
the Central authority, function actu-
ally under the supervision and direct
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control of State Governments. Conse-
guently, the administration of com-
pany law has become very ineffective.
Though Government have been cloth-
ed with vast powers even under the
existing Act, yet the exercise of these
powers has become very ineffestive,
because it has been entrusted to regis-
trars who function under the control
and authority of the State Govern-

ments and wvery little control
is  exercised by the Central
authority  over these registrars.

* Moreover, the registrars have been

asked to perform certain other duties
and also certain other functions under
different Acts. Unless the registrars
are given the power and the responsi-
bility only to carry out the purposes
and the objectives of this measure, and
unless the other functions are taken
away from them it is wvery difficult
to expect that company law will be
administered very effectively.

Now coming to some of these pro-
visions. My hon. friend Shri Tulsi-
das was making out a case yesterday
that it is not necessary to submit to
the registrar the managing :gency
agreements before they are finalised.
His point was that before the agree-
ments are finalised, the shareholders
or anybody else will not be in a posi-
tion to know definitely the various
items in the agreement. Therefore,
he said that it was unnedessary to file
such agreements with the registrars.
And he argued that sub-clause (1) (c)
of clause 32 should be deleted.

I would like to point out that the
purpose of this provision is quite diffe-
rent. It is not simply to pile up papers
in the office of the registrar, that this
provision is provided. The Joint
Select Committee went into this ques-
tion. I am sure my hon. friend Shri
Tulsidas, who was also a Member on
the Joint Committee, is aware of what
took place there. All the points of
view were considered there, and we
arrived at the conclusion that such a
provision was necessary with a view
to safeguarding the interestz of the
shareholders. The idea was that the
shareholder should be in the know of
all things relevant to their interest,
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[Shri M. S. Gurupadaswamy]
even though things have not reached
a final stage. What has been provid-
ed in this clause is that the draft agree-
ments in regard to managing . agency
should be filed with the registrar.
There is nothing wrong about it. Shri
Tulsidas may say, why go on mount-
ing up these papers and filing them
unnecessarily when they have not yet
reached a4 final stage. But I say
that it is necessary for the purpose of
keeping the shareholders duly inform-
ed about the various stages of the
' managing agency agreements. There
is nothing wrong in keeping them in-
formed about it, and there is nothing
wrong in having that provision in the
Act.

The Bhabha Committee also have
gone into this question fully. Shri
Tulsidas read para 35 on page 30 of

the Bhabha Comnuittee's report in this

connection. They have recommended
that such a provision is necessary and
we are only incorporating the recom-
mendation of the Bhabha Committee
in this provision,

My next point is in regard to what
you ralsed yesterday. You were pleas-
ed to raise the point yesterday that
the service of notice and the provision
dealing with that are not satisfactory.
To my mind, this provision deals with
the service ©f notice satisfactorily.
According to this provision, notice may
be issued in two ways, either personal-
ly or by post. Of course, the Joint
Committee have not provided for the
acknowledgement of the notice. They
have simply said that notice may be
issued through post; the mere issue of

the notice or the posting of it would
be adequate.

Regarding persons whose addresses
are not available, on page 28 of the
Bill, there is the following provision
that has been recommended by the
Joint Committee:

“A notice advertised in a news-
paper circulating in the neigh-
bourhood of the registered office of
the company shall be deemed to
be duly given on the day on which
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the advertisement appears to every
member of the company who has
no registered address in India and
has not supplied to the company
an address within India for the
giving of notices to him.”,

I think that will satisfy any critic,
and that iz the only way of giving
notice to such persons. There js no
other way of improving this provision.
There need not be any apprehension
that this provision will militate against
the interests of anybody. I think it
has covered all the cases. I feel, there.
fore, that the point raised by you is
met sufficiently by this provision, and
so it is not necessary to amend it.

Mr. Chairman: Will it not be right
for the company to contend that since
notice has been given in this form to ,
all persons, except those whose addres-
ses were registered, or if there is no
registered address, to the address, if
any, within India supplied by him to
the comparfy for the giving of
notice,—apart from these two excep-
tions, if there is an advertisement—
in any paper,—the company is not
bound to give notice by post? It is
not an additional form; it may be a
substitute form. But the clause does

not say whether it is substitute or
additional.

Shri M. 8. Gurupadaswamy: It is a
substitute form in so far as those peo-
ple whose addresses are not available
are concerned.

Mr. Chairman: On what basis does
that follow? There is nothing in this
section 52 (1) to say that this is the
only way in which notice can be given.

Shri M. 8. Gurupadaswamy: It is
very clear. If you kindly read sub-
clause (3) of clause 52, advertisements
in newspapers are meant only to cover
those cases where no registered aidress
in India has been supplied.

Mr. Chairman: Apart from these
two, notice by advertisement is quite
legal. But notice may not be sent by
post; it may be advertised in respect
of persons who do not come within the
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exception. Advertisement may be re-
garded as good notice to them.

Shri M. 8. Gurupadaswamy: What
is the difficulty?

Mr. Chairman: The difficulty is that
notice need not be sent by post. And
because of advertisement, those who
do not know English or who live far
away from the seat of newspapers or
live in a place where there is no cir-
culation of newspapers, will never be
informed. No attempt is made here
to see that sending of notice by post
is obligatory.

Shri M. S. Gurupadaswamy: The cir-
culation of the newspapers is there.

Mr. Chairman: What is the circula-
tion of a paper? Is it a language paper
or English paper?

Shri K K. Basu: Even if it 15 ad-
vertised, it may not be advertised in
all papers. The persun concerned may
be living in a far away village, where
none of the papers may be circulating.
There is no compulsion.

Mr. Chairman: There should be a
condition that the conmpany should at
least send it by post to those whose
addresses are known.

Shri K. K. Basa: They must.

Shri M. 8. Gurupadaswamy: If this
could be improved in any manner, I
am prepared to welcome it. But I feel
the present provision will be sufficien:.

Now, I want to deal with clause 24—
power to dispense with ‘Limited’ in the
case of charitable or other companies.
I generally welcome this clause. But
there is no provision here compelling
the authorities to give time for Hling
objections. Objections must be called
for before they take a decision in this
matter. In the English Act such a
provision is there and by makiag a
provision for calling for objections, we
will be only improving this particular
Clduse,

Then, directors should be asked to
gsend their consent in writing. That is
very necessary. Those directors whe
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want to serve on these companies must,
for this specific purpose, assent to
serve I1n these companies in writing.
I think such a provision is found in
the English Act. After all, it is a
small change and we may provide for
such a thing here.

Regarding the point about the prin-
ciple and auxiliary purposes for which
a company has been incorporated, I
may polnt out that it is very necessary
to keep this distinction very clear.
Nowadays, many companies include all
sorts of things, from A to Z, in their
memorandum of association. Suppose
a sugar factory is started. In the
memorandum which is prepared, they
may say so many other things also.
They may say, cultivation of sugar-
cane, manufacture of molasses; but
they may even include manufacture
of shoes and other things. It is quite
legitimate on their part to include all
those things. But the present diffi-
culty has arisen in this way, that we
have not been able, in certain cases,
to distinguish what is a principal busi-
ness and what is a subordinate or
subsidiary business of a company.
Sometimes the subsidiary or auxiliary
business takes the form of the princi-
pal business, and the principal type
of business will be subordinate to the
auxiliary business. So this has led to
a lot of confusion. 1 would suggest
that with a view to have proper clari-
ty, it would be desirable to bring about
a distinction between the principal
type of business and the subsidiary
type of business. The Bhabha Com-
mittee has, of course, dealt with this
question, but it has not been able to
come to any conclusion. It has not
suggested any solution for this. It has
simply made an observation that in
certain cases, some companies have
extended their activities. It felt that
it would be very difficult to find a prac-
tical solution. But I feel it would be
better, when we are amending the com-
pany law comprehensively, to find
some solution, and we must incorpo-
rate a clause to bring about a distine-
tion between the two, to safeguard the
interests of shareholders from the acti-
vitles of the management who, nor-
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mally, are always tempted to extend
the activities of the company to cover
various things. So from the point of
view of shareholders, it is highly im-
perative and desirable that we should
incorporate a clause preventing the
management, the board of directors or
managing agents, whoever they are,
from extending the scope of the com-
pany’s activities to an illegitimate ex-
tent without the knowledge of the
sharehdiders,

There is one thing more. Ag I said,
this instalment of clauses deals with
the mechanics of incorporation of com-
panies. I feel that it is necessary, at
this juncture, to point out that in all
caseg of incorporation, we must make
a provision that all the joint stock
companies should be incorporated
either by Indian nationals or in case if
there are foreign nationals, at least a
certain percentage of Indian nationals
should be there in those foreign com-
panies. I would suggest for the con-
sideration of the House that one-third
would be a fair proportion. We may
say; two people or one, but I feel at
least one-third of the board of direc-
tors should be Indian. I am not sure
which 1s the proper place to have that
incorporated. But since we are deal-
ing with incorporation, I am reterring‘
to this matter. And we must see that
in all forelgn companies, one-third of
the directorate is manned by Indian
nationals. Unless we make a provision
like that, I think we will be failing in
our duty and there is no use in saying
that we should nationalise .this indus-
try and that industry—unless there are
vur own nationals in the foreign
managed companies,

About the memorandum and the
penaities provided for certain things,
1 have nothing much to say but I will
only make one remark. We have here
given powers to the Central Govern-
ment to make rules and regulations...

Shri Bansal (Jhajjar-Rewari): What
is the numper of the amendment, Sir?
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Mr. Chairman: All the amendments
and the clauses 11 to 67 are under
discussion.

Shri M. S. Guropadaswamy: All
the amendments to clauses from 11 to
67,

I feel it is very necessary to take
into consideration that under clause
24, sometimes in the name of charity
and charitable purposes every other
thing is brought in. This provision is
a copy of the provision uf the British
Act. Clause 24(a) deals with the
various purposes for which companies
may be formed under this clause. It
includes commerce, art, science, reli-
gion, charity or any other useful ob-
ject. When we discussed this question
in the Joint Committee, we were made
to understand that commerce means
not the usual commerce but commerce
of a kind which will bring about good
relationship between various countries
or research in commerce and such
other kinds which do not in any way
involve profit or profit motive. I am
not an expert on this subject but I
fear that the inclusion of commerce
under this head may be exploited by
our business community. And what
about religion? In England, I can un-
derstand, religion might be included.
In India, we have made a choice for
a secular State and I do not know
why we should make a provision for
starting companies for religious pur-
poses and with religious objectives, I’
would ask the Government whether it
would be fit and proper in this chang-
ed context to encourage starting of
organisations, on a joint-stock basis,
for the purpose of instilling religious
faith or spreading religioug principles
and dogmas or for the purpose of con-
verting people from one religion to
the other.

Shri Bansal: That does not follow.

Shri M. 8. Gurupadaswamy: It is not
clear; anything may follow from this.

1 only submit that these things may
give people large scope to indulge in
all sorts of activities which are not
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truly beneficial to the interests of the
community or the country. So, I feel
that sufticienl vare and thought must
be bestowed on this provision and a
suitable amendment may be brought
by the Government. They may think
ot a proper amendment to circumscribe
the possible activities of a few persons
who would exploit the religious sus-
ceptibilities of the people.

Shri Asoka Mehta (Bhandara):l
would like to invite your attention to
clause 13 and to clause 16. Clause 13
is concerned with = the requirements
with respect to memoranda and clause
13 (1)(c) refers to the objects of the
company. It has been pointed out by
the Stock Exchange, Bombay, in its
memorandum to the Bhabha Commit-
tee that the objects clause is generally
so wide as to cover everything under
the sun. We are all aware that that
is the normal practice. In order that
the company later on may have no
difficulty in developing any kind of
activity, the object clause is as wide
or as prolix as possible, ag the Cohen
Comimittee has pointed out. In Eng-
land, the Cohen Committee wanted
that kind of flexibility should even be
increased than what it is today and
therefore that committee suggested
that the provision ultra vires should
be deleted, which was not agreed to
by the Parliament. This matter of the

range of activity that should be per- :

mitted to a company was considered
very fully by the Bhabha Committee.
What has been happening, as Yyou
know, is that a company embarks up-
on one particular kind of activity and
then it develops or branches out into
all kinds of other activities which
are in no way related or considered
to be anciliary. The Bhabha Com-
mittee has thoroughly discussed this
particular matter from pages 28 to
31. The Bhabha Committee pointed
out that they had received a number
of complaints:

“Several witnessess complained
to us that companies incorporated
ostensibly for the purpose of
manufacturing cotton textiles were
engaged in the making of acids,
chemicals, sugar, vegetable, ghee,
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etc., while companies formed for
the manufacture of sugar were
manufacturing industrial solvents,
photographic chemicals etc, ar}
argued that it was highly impropes
that the resources of the compa-
nies should be thus invested in
undertakings which had so little
to do with the principal business
for which they had been formed.”.
They have said that they have made

certdin recommendations and they

hope that in the light of the recom-
mendations this prolixity will be cur-
tailed in the future.

On age 29, the Committee points
out:

“It is also our hope that the
general result of our other recom-
mendations may be to instil a
greater sense of responsibility in
directors and managing agents and
to create 8 greater degree of alert-
ness on the part of shareholders. If,
however, our expectations in this
regard are belied and the manage-
ments of companies continue to in-
dulge in activities only very re--
motely connected with their prn-
cipal business, we recommend that
Government should take stock of
the situation and introduce such
legislation as may be necessary
to check the evil”

This particular report was made in
1952 and in the last three years this
evil as hag been pointed out by the
Bhabha Committee, has not yet beea
checked. The managements of the
companies have not thought it proper
to restrict their activities to what
might be .called the ‘principal activi-
ties'. Only the other day, I believe it
was Shri C. C. Shah, who pointed out
in the course of his observations on
the Bill, that the Jiyajirao Textile
Mills in Gwalior have recently decided
to start a soda ash factory. I do not
know whether Shri Somani's mill 1s
interested in starting a paper mill. 1
do not know in what way a textile
mill is connected with a paper mill.
The Century Mill in Bombay has
started a rayon factory, they are,
after all, ancillaries. How is paper
connected with textiles?
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Shr1 G, D. Somani (Nagaur-Pali):
That is incorrect.

Shri Asoka Mehta: The hon. Mem
ber is there to correct it. What has
Jiyajirao Textile Mill in Gwalior to do
with soda ash factory? I am told that
Birla Jute Mills in Calcutta have
started a cement factory. The Bha-
bha Committee has gone into this
matter thoroughly and has called it
an evil. It is hoped that the evil will
be checked by the development of
. public opinion and the management
will be more careful. In case it 1s
to be stopped, the Committee says that
the Government should take stock of
the position and introduce such legis-
lation as may be necessary. Evidently
Government have not thought it pro-
per to introduce any legislation. But
are they prepared even to take stock
of the situation or not? On the one
hand we are suggesting that a mana-
ging agency should have only ten com-
panies under it, but you are permit-
ting one company to become a com-
posite company, like the Delhi Cloth
Mills. You know that the managing
agency commussion in the Delhi Cloth
Mills has been Rs. 21,00,000 every year.
If one single company can develop
hundred different activities wholly un-
connected, we may ultimately nave n
the country only one, two or half a
dozen compames controlling all the in-
dustrial units, no matter what kind of
relations exist between them. That
the Bhabha Committee has gone nto
it and called it an evil, "and it has
called upon the Government to take
stock of the situation. My contention
is that for the last three years this
evil has not been checked; 1t 15 Erow-
ing.

[Mg. DepuTY-SPEARER in the Chair]

I was pointing out that there is the
possibility of companies trying to ex-
pand 1n the way in which they are
expanding, and the result will of
course, be that the losses of those
tactories—my friend Shri Somani is
going to start some factories—will be
taken out of the profits of the textile
mills, and the net result will be that
expansion will take place. 1 agree
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that there will be industrial expansion,
put that industrial expansion would,
to a certain extent, be even at the
cost of the exchequer. To what ex-
tent is this kind of industrial expan-
sion to be permitted” To what extent
is this kind of combination units to
be permitted? How far are they in
keeping with the fundamental pur-
pose? The basic conception with
which this particular Act is drafted
has got to be considered by us. The
idea behiud the present Act is to see
that the concentration of wealth and
control is reduced. Yesterday when
we were discussing the definition clau-
ces, almost all of us offered our criti-
cisms on what Shri Tulsidas said, on
the plea that we are anxious to expand
the areu for which people may be able
to come forward and shoulder the
responsibilities of business. We do not
want that a small group or a little
group or a chain circle should have a
kind of oligarchic control over our in-
dustrial life, But if you per-
mit the objectives to remain
as prolix as they are today,
then what you are seeking to achieve
through other clauses may be defeated
by this clause. I have not moved any
amendment because the Bhabha Com-
mittee has stated that it is the res.
pousibility of Government to come out
and tell ug what they are going to do.
Because no kind of amendment was
made during the Select Committee
stage at all, it seems that Government
are satisfied with the things us they
are. All that I want to know from
themn is, in the light of the fact that
the expectations of the Bhabha Com-
mittee have been belied, whether Gov-
ernment are propared to take stock of
the situation. If they have taken
stock of the situation, are they pre-
pared to say that these are not what
the Bhabha Committee expected them
to be? If they are like that, and if
the Government so desire, how are
they golng to reconcile this sign of
growing prolixity on the one side,
this kind of development of composite
units on the one side, with the gene-
ral purposes thai we have in this Bill?
T find that there is a certain amount
of basic contradiction between the pro-
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lixity of objectives that is permitted,
the composite units that are growug
up in the country, and the basic desire
af all of us to see that concentration
of wealth and control 1s increasingly
reduced and some approximation to
equality of opportunities is made in
our industrial lire.

Shri G. D. Somani: I would like,
first of all, to make a few observations
on tne amendments which stand in my
name and which were moved by my
hon. friend, Shri Tulsidag Kilachand.
The Hrst amendment to which I would
like to draw the attention of Govern-
ment 15 amendment No. 156, That is
a very runor amenament and it is to
provide for a procedural regulation.
Government have already sent an
amendment which partially meets the
difficulties, but we apprehend that
without the provision as made in the
amendment that we have proposed, it
might be necesssary tor a private
rompany, which may later on like
itself to be converted into a publc
company, to alter its memorandum and
to go to the court and to the Govern-
ment tor approval for the deletion of
the words “Private Limited”.

The Minister of Revenue and Civil
Expenditure (Shri M. C. Shah): That
smenament was not moved by Shri
Tulsidus. That is to clause 21.

Shri G. D. Somani: I am talking of
amenament No. 156.

Mr. Deputy-Speaker: Amendment to
what clause?

Shri G. D. Somani: To clause 21.

Mr. Deputy-Speaker: I think amend-
ment No. 156 to clause 21 was not
maoved.

Shri G. D. Somanl: I was not pre.
sent in th: House then.

Shri C. C. Shah (Gohilwad-Sorath):
In view of the Government amend.
ment, Shri Tulsidas said that he was
not moving it.

Shri G. D. Somani: In my opinion,
the amendment of the Government
does not go far enough. I would

appeal to the Government that all the
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formalities for the conversion of a
private company into a public company
should be dispensed with and that the
deletion of “Private Limited” should be
automatic and should not require the
completion of all these formalities of
changing the memorandum, going tu
the court and going to the Government
for approval. This will be putting an
unnecessary additional burden both on
the company as well as on the adminis-
tration. As it is only of wvery pro-
cedural nature, Government might see
their way to examine whether it will
be possible for them to accept this
slight change.

Coming to clause 32, amendment

Mr. Deputy-Speaker: Does the hon.
Member want that amendment No. i56
should be treated as moved?

Shri G. D. Somani: I am told that
it has not been moved. but I would
like to appeal to the Government to
consider whether they can modify their
own amendment in such a manner ar
will meet these difficulties.

About amendment No. 157, I just
heard my friend, Shri Gurupadaswamy,
advocating that the shareholders should
have all the relevant information re-
garding the terms of the managing
agency agreement. But perhaps there
seem to be some misunderstanding in
the matter. What I want to submit is
this. At a time when a company is
registered and when its memorandum
and articles are filed with the Regis-
trar, it may not be possible for the
managing agency agreement to be
finalised. Indeed according to the
provisions of the new Bill the manag-
ing agent will have to seek Govern-
ment's permission for all the terms
and conditions of the managing
agency agreement, That being so,
it is quite possible that Governmeni
themselves may impose certain restric-
tions or modifications in the agreement,
and I do not think it will be proper
for the managing agents to incorporate
the draft of the proposed agreement in
the articles and memorandum, which
are still subject to the approval or
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modification of Government. More-
over, so far as the outside shareholders
are concerned, they do not come into
the picture at all till the time when the
company issues the prospectus for sub-
scription from the public. There is no
difference of opinion that the incorpo-
ration of the managing agency agree-
ment must be there. My submission is
this. So far as the original memoran-
dum and articles of association are con-
cerned, there is absolutely no need to
insist on the provisional managiug
agency agreement to be incorporated
with that; that is not final. That is
subject to approval by Government.
* Sp far as the shareholders are concern-
ed, they are not in any way affected by
the non-filing of the proposed agree-
ment with the articles of associatiun.
So, it will be quite in order if the
managing agency agreement is incor-
porated only at the time when it is
fssued to the public. Therefore, I hupe
that this kind of an amendment is of
a nature which it should be possible
for the Government to accept because
that does not involve any policy nar
would it in any way be regarded as a
loophole which would be abused. So
far as the other amendments—Nos. 158
and 159 are concerned, they are con-
sequential amendments and I have
nothing more to say about them.
Regarding amendment 160 relating to
clause 43, 1 have to say this. Sub-sec-
tion (5) (b) provides that where there
is an omission from a prospectus or 1
statement in lieu of prospectus of any
matter which is required to be stated
therein under the provisions of Sche-
dule II or [V, as the case may be,
which is calculated to mislead, such
omission may be considered as an un-
true statement. This is something
which may have some undesirable re-
purcussions. There is no such provi-
sion in the UK. Act. If any positive
statement is made in the prospectus
which is untrue or misleading I can
understand it and it is certainly neces-
sary to take action. But in case of an
omission, it will be ready very difficult;
a number of omissions may be made,
After all when a new company is tloat-
2d, there are a number of factors about
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raw materials, about the cost of manu-
facture, power, plant and so on which
the promoters try to disclose as far as
possible. But there is always a possi-
bility that anybody with some mis-
chievous idea might involve the pro-
moters by finding out 101 things which
might have been omitted from the pros-
pectus quite inadvertently without any
deliberate motive of mischief. Here 1
would lke to respectfully point out
that the omission itself might be in
favour of and to the benefit of the
shareholders but even then it might
be misleading. Suppose any compauy
15 floated and the prospectus does not
contain the nature of the deposits of
the raw materials of a particular
area—may be the deposits will last 50
years or 1U0 years—the disclosure of
that information would make the ia-
vestor very keen and it would attract
the shareholders in a greater way. In
that sense, an omission is rather to
the benetit of the shareholder and the
investor and even in that case it may
be considered as misleading and there-
by the entrepreneur who is floating
the company might involve himself in
a lot of penalties. I submit that ttas
question of omission should be examin.
ed keeping in view the implications
which might follow. One can find sut

© a hundred and one omissions about a

particular industry and therefore -he
clause as it stands should be confined
to positive facts which have been lis-
closed in the prospectus. If there is
anything untrue or misleading in the
facts as disclosed in the prospectus
certainly activn should follow but there
should be nothing so far as any omis-
sion is concerned.

Shri K. K. Basu: On a point of clari-
fication, Sir. May I say that it is quali-
fled? Where the omission s calculated
to mislead. then zlone it attracts thie
provision.

Shri G. D. Somani: As I explained,

" misleading may be on both sides. Some

information is not disclosed: it may be
regarded ag misleading I say it is pos-
sible to discover a hundred and one
items which have not been disclosed
In the formation of company there are
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so many matters which anybody could
easily discover and then a charge may
be laid that it is misleading. Perhaps
the disclosure of that information may
have made the investors more keen.
Apart from that, this question of omis-
gsion does involve matters which may
be beyond the imagination of those
who drafted the prospectus at that
time and therefore they may be put to
difficulties for something which has
been done absolutely inadvertently.

I would now like to come to the im-
portant point raised by Shri Asoka
Mehta. The memorandum of a com-
pany should be kept wide; that is the
‘objects’. But he gave certain exam-
ples and he drew the attention of the
Government to the harm and damage
that may be done by keeping the
object clause so wide. My approach to
this problem is different. I have made
certain observations at the time of the
general discussion and I wanted a cate-
gorical clarification from the hon.
Finance Minister as to how the hig
business or those who are in charge of
big industries stand in that connection.
So far as we understand the policy of
the Government and of the Prime
Minister, it is that we have to give
priority to the development of the
country's resources. On the one side
you have imposed taxtion to the extent
of B7.5 per cent. on personal income.
So far as this is concerned, therefore,
there is very liltle stope for any re-
sources being made available for the
development of the country’s indus-
tries. The only way in which the re-
sources could be made available is
through the cooperate sector. If the
surplus funds of the various companies
are not to be utilised for the indus-
trial development of the country, il
certainly seems to me to be a new
departure in the policy of the Govern-
ment. The meeting of the Central
Advisory Council for Industries held
sometime back that the target for the
private sector was of the order of
Rs. 750 crores investment. 1 do not
know how the private sector would be
able to come anywhere near that
target if resctrictions of the nature
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proposed by my hon. friend, Shri
Asoka Mehta, are entertained by the
Government. 1 for one submit that
at least during the Second Five Year
Plan we have to give more priority
and more attention to the dewvelop-
ment of our industries than point out
imaginery fears which friends like
him have expressed, namely, concen-

_tration of economic power and wealth

in the hands of a few and so on.

Shri Asoka Mehta: It is not my fear;
the Bhabha Committee itself has sug-
gested this.

1 pa.

Shri G. D. Somani: The Bhabha
Committee has suggested no action.
Similar fears had been expressed by
the Cohen Committee and the British
Parliament took the same view that no
action was called for. We have 10
consider this in the light of the work
that we have to do. It is all right o
talk about some jute mill taking steps
for the development of cement indus-
try in some other parts or some cotiton
mills taking steps to develop some im-
dustry in Saurashtra and so on. But
the gquestion remains. If these huge re-
sources which are required for the
development of these industries are to
be found, they can only be found from
the resources of the existing companies
and 1f they are not to be allowed
to utilise them for the development uf
industries, that would in my opinion
be something against the policy of the
Government to create more new em.-
ployment opportunities and to develop
the resources of the country. In my
opinion it is clear that anything that
is discussed or advocated, at this stage
when we are on the threshold of an
investment of the order of Rs 750
crores in the private sector to the
effect that a company should be
debarred from utilising its surplus
funds for developing another line to
which its existing line may not be
similar, will be a very retrograde
step. It will be a step which will
discourage, which will come in the
way of our development and which
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will retard the economic develop-
ment of the country. So, from that
point of view, I think that this ques-
tion which has been raised again by
my friend Shri Asoka Mehta requires
very careful consideration at the
hands of the entire Cabinet. After
all, the businessmen go to the Govern-
ment for securing the necessary licen-
ces for the development of certain -
dustries. They also go to the Capital
Issue Department for securing the
necessary sanction for the 1ssue of
capital. If they have to be accused of
doing anything against the policy ~f
the Government or against the spirit
of any Act in the way in which Shri
C. C. Shah did the other day, and
Shri Asoka Mehta also today has rais-
ed the point—I, for one, would like to
say that it is wrong. 1 do advocate
that the right policy at present 1s ‘o
allow existing companies who have got
the resources to do their utmost in
developing whichever line is in the
national interest. It does not matter
at all if a textile mill is to develop
and start a paper factory if jt has got
the necessary resources. As a matter
of fact, the Government's income-tax
policy also conforms to the same stand-
dard because they encouraged inter-
company investment in as much ag the
investing - company is exempted from
double taxtion. All these policies, s3
far as une could see, are in conformity
with the action of certain industries
who are going forward with the de-
velopment of the country’s resources.
Therefore, this point which has been
raised again and again should be seen
In its proper perspective and those who
are in charge of various big companies,
and thereby have got surplus funds,
have got to be guided by the way in
which the Government want their sur-
plus resources to be utilised for the
development of the country’s industrial
tield which is lying so wide open. I,
therefore, hope that the observations
of Shri Asoka Mehta will receive care-
ful consideration at the hands of the
Government and we will have some
indication about the policy which the
pusiness world has to follow
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Mr. Deputy-Speaker: How much
time is the hon. Minister likely to take?
We must couclude this debate at 1.15,

Shri M. C. Shah: I will only say a
few words.

Mr. Deputy-Speaker: All right, first
I wiil call Shri Ramachandra Reddi
and then the Minister.

Shri M. C. Shah: I will take 15 to
20 minutes,

Mr. Deputy-Speaker: He said he will
oniy say a few words.

Shri Kamachandra Reddi: Sir, I will
not take more than 3 or 4 minutes.

Mr. Deputy-Speaker: All right. The
hon. Member may speak now.

Shri Ramachandra Reddi: I wish to
invite the attention of the House to
clauses 17 and 18 which lay down the
procedure for alteration of memoran-
dum in certain respects and also pro
vide for the confirmation of any altera-
tion by the .court. The operations
under these two clauses seem to be tou
many and as such it is possible that
the court will take a very long time :o
dispose of any application for a change
in the memorandum. No time-limit
has been prescribed in these two
clauses and I think it will be better
if some time-limit is prescribed here
and now, or in the rules that are likely
to be framed under the rule making
authority of the Government.

These two clauses envisage the pos-
sibility of a dissentient member or any
other shareholder objecting to the
memorandum. If a company wants 3
expand itself with a profit motive or
if it wants to cut down its activities
because of the possibility of those
activities landing it in losses, then it
will have to wait for several years for
achieving the object through the altera-
tion of the memorandum and articles
I would
suggest that the usual delays be pre-
vented in this respect and some time.
Umit be prescribed
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I would also mention a word about
clause 38. In clause 38 it is provided
that “the documents relating to the
agreements, if any, entered into or pro-
posed to be entered into, by the com-
pany with any person appointed or to
be appointed as its managing agent
etc.” be sent to a member on being so
required. These words: “proposed to
be entered into” and “to be appoint-
ed” seem to be very vague. As a
matter of fact the clause says:

“......a copy each of the following
documents, as in force for the
time being....”

It is not possible to conceive of a
position where the documents about a
proposal to enter into an agreement
would be available at the time of
presenting these documents and it may
also not be possible for anybody or
the company to say that the company
is going to appoint so and so at a
later date. These two things seem to
te anomalous and I support the
amendment given notice of by Shri
Tulsidas saying that the words “pro-
posed to be entered into” be deleted.

Mr. Deputy-Speaker: The hon.
Minister.

Shri Kamath: Sir, I will only for-
mally move my amendments to these
clauses. They are self-explanatory and
I will not, therefore, make any speech.

Mr, Deputy-Speaker: Have they not
been moved already?

Shri Kamath: I had suggested that
they should be taken as moved, when
1 left the other day..

Mr. Deputy-Speaker: You mean, not
only for yesterday, but for all days to
come?

Shri Kamath: I shall be out of Delhi
for some time and if that could be
4one 1 would be very happy.

Mr. Deputy-Speaker; Shri Kamath is
veally Interesting. Anyway, I have no
objection and I will treat them as
moved. What are they?

Shri Kamath: I beg to move:

{1) Page 20,

after line 47, add:
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¥(4) The Registrar should brmg

out a quarterly journal containing

extracts from copies of*memoran-

dum, articles, managing ugency

agreements, registered with him

during the previous gquarter.”

(2) Page 36, line 4z,

add at the end:

“and shall also be liable to make
compensation to such person as
has entered into an agreement for
ur with a view to acquiring, dis-
posing of, subscribing for ar
underwriting shares or debentures,
for any damage directly resulting
from such false, deceptive or mis-
leading statement, promise or fore-
cast.” .

Mr. Deputy-Speaker: Amendments
moved:

(1) Page 20,
after line 47, add:

“(4) The Registrar should bring
out a quarterly journal containing
extracts from copies of memoran-
dum, articles, managing agency
agreements, registered with him
during the previous quarter.”

(2) Page 36, line 42.
add at the end:

“and shall also be liable to make
compensation to such person as
has entered into an agreement for
or with a view to acquiring, dis-
posing of, subscribing for or
underwriting shares or debentures,
for any damage directly resulting
from such false, deceptive gr mis-
leading statement, promise or fore-
cast.”

8hri 8. 8. More (Sholapur): Sir, he
wants an assurance like this even for
the future,

Mr. Deputy-Speaker: Absolutely; the
assurance ¥ always there.

Shri A M. Thomas (Frnakulam):
Sir, Shri S. V. Ramaswamy was not
allowed to move his amendments by
the Speaker.

Shri Bansal: Yes, Sir, he was not
allowed,
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Shri S. S. More: But.you can make
a gesture to the Opposition.

Mr. Deputy-Speaker: Shri S V.
Ramaswamy is not here now. Accept-
mg an amendment is in the hands of
the House—if it is germane to the
issue.

Shri Kamath: This is only an amic-
able arrangement, Sir.

Mr. Deputy-Speaker: Sometime, a
Member who is present here and who
could have moved his amendment, if
he is indifferent, the Speaker always
takes the view that he ought not to
be allowed any indulgence. Some-
times, a Member may not be able to
be present due to unavoidable reasons
and then in that case he is chown some
indulgence.

Shri M. C. Shah: I have heard with
care and attention to the speeches
made by Members who have moved
their amendments and so I will just
refer to that matter in the beginning.

With regard to the amendment
moved by my friend Shri Jhunjhun-
wala yesterday, just before the close
of the day’s debate I assured the

' House that the Government are agree-
able to accept his amendment in prinei-
ple but that amendment required fur-
ther changes in the language. That
amendmeni is No. 442 and seeks to
amend clause 52. Therefore, we have
today given a draft of that amendment
and we propose to accept that. It is
as under: .

Page 27, line 49,

after “notice” insert:

“Provided that where a mem-
ber has intimated to the company
in advance that notices should be
sent to him under a certificate of
posting or by registered post with
or without acknowledgment due
and has deposited with the com-
pany a sum sufficient to defray
the expenses of doing so, service
of the notice shall not be deemed
to be effected unless it is sent in
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the manner intimated by the mem-
ber.”

That disposes of the amendments of
my friend Shri Jhunjhunwala and my
friend Shri K. K. Basu.

Now, I will take the amendments
moved by the hon. Member Shri Tulsi-
das. Yesterday I heard him very care-
fully. 1 went through his speech, and
he will pardon me if 1 say that he
always finds difficulties in whatever
progressive measures are being placed
on the statute-book. I went through
his speech very carefully this morning
also. I found that he has raised noth-
ing but difficulties in everything that
has been proposed in the Bill. Rather
I appreciate the speech made by my
hon. friend Shri Somani wherein he
has not mentioned so many difficulties.
Shri Tulsidas says “that most of the
amendments, if put into eftect, would
create difficulties, that there would be
no entrepreneurs coming torward and
that perhaps the Heavens will fall
After all, the amendments that he nas
proposed are practically of no sub-
stance. He has moved, first ot all,
amendment No. 157. He has said that
as the Government have already
moved an amendment, he did not want
to move amendment No. 156. About
amendment No. 157, he has said that
this registration of an agreement if
any should be omitted. The matter
was very fully discussed at the Joint
Committee where he was also present.
He also knows that the Bhabha Com-
mittee has also recommended that this
should be there. If there is an 1grze-
ment already entéred into, then that
agreement has to be filed. I do not
understand what is the objection there.
I do not understand how there will be
some disturbance. Pandit Thakur Das
Bhargava said that perhaps there will
be rivals and that when these agree-
ments are known somebody will come
in and that the managing agency will
go away and all that. I do not under-
stand how it will happen. As a matter
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of fact, there is no such fear about it.
If the agreement is not registered,
those who want to have those com-
panies floated, those who want to have
their managing agency agreements to
be concluded, are not bound to carry
on with the work. So I feel that those
provisions are not redundant. It is
also very necessary and important, and
therefore, the Joint Committee has
included such a provision in the Bill.
I feel that Shri Tulsidas has made,
what shall I say, an unnecessary howl
about this thing. He feels that it
would create very great difficulties.
If that provision is made, he says it
will put some hurdle in the way, He
says that, in the way in which it is
put, it will create difficulties. I do not
think there is any difficulty and I do
not think it is in anyway necessary to
omit clause 32(c).

Bhri Tulsidas: May 1 say =& few
words by way of explanation, The
hon. Minister says that he does not
see any difficulties. The difficulty lies
in the words, “the company proposes
to enter into with any individual®.
Please read the whole line. My point
is that whether this agreement is a
valid document or not, the document
has to be attached to the memoran-
dum and articles of association. But
what is the purpose that is going to
be served by the proposed agreement?
The hon. Minister is not telling us the
purpose. I said it will create certain
difficulties. The hon. Minister merely
says he does not find any difficulties.
I would like to ask him, and let him
tell me positively, what advantage does
he expect in this document which is
not a valid document. I.et the hon.
Minister reply.

Shri M. C. Shah: I say that the words
are, “agreement, if any,”.

Shri Tulsldas: Please read the whole
line.

Shri M. C. Shah: “the agreement,
1 any, which the company propo-
ses to enter into with any indivi-
dual, firm or body corporation to
be appointed as its managing
agent, or with any firm or body
corporate to be appointed as its
secretaries and treasurers.”
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What is the objection there? I do
not understand how there can be any
objection to “the agreement if any
which the company proposes to enter
into”. Later on he might say that the
agreement and the terms may be modi-
fled by the Government, and then those
terms will come into force. But what
is the objection in this provision?

8hri 8. 8. More: The Minister is not
properly comprehending what Shri
Tulsidas meant.

Mr. Deputy-Speaker: Why should
there be any explanation by the hon.
Member? ’

Shri 8. 8. More: I am asking the
Minister a definite question. It is no
use merely saying that there .will be
no difficulties. We also must koow
how the mind of the Government is
working when they stand by a parti-
vular  proposal. I would refer the
Minister to clause 38 also under which
coples of memorandum and articles,
elc., are to be given to the members.
Clause 38(c) says:

“the agreement, if any, entered
into or proposed to be entered
into, by the company with any per-
son,”

Therefore, clause 32(¢) will have
to be taken along with clause 38(c). As
a lawyer, the hon. Minister will see
that this agreement cannot be a com-
pleted document. It may be in the
nature of a draft. Why Governmeni
should insist on having that draft, I
cannot understand. Both these clauses
will have to be read together.

Mr. Deputy-Speaker: The agree-
ment may be either actual or pros-
pective.

Shri 8. 8. More: A prospeclive
agreement would be more or less in
the form of a draft.

Mr. Deputy-Speaker: All that is
wanted is a final agreement. If one
has not entered into an agreement, it
is all right. )

Shri 8. S. More: Under clause 33,
after these documents are submitied,
the company is registered, and then
it becomes a body corporate capable
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[Shri S. S. More]

of issuing, functioning and all soris

Shri M. C. Shah; Rather, he wants
of things. When the company cories

to omit sub-clause (5) (b) of clause

into existence as a corporate boay
after registration, then the final stuge
of the agreement will be affective
Government have already laid down
that the final agreements shall be sub-
mitted. There are different stages.
My submission is that the Govern-
ment can very well see.that the final
documents representing the agree-
ments concretised between the par-
flus, are submitted to the Registrar or
any other proper authority. But
there are so many drafts which are
likely to undergo mutations through
different stages.

Mr. Deputy-Speaker: If possible, to
safeguard the company’s interests, let
them not say one thing at one place
and do something else elsewhere.

Shri M. C. Shah: If my hon. friend
refers to page 30 of the Bhabha Com-
mittee’'s report—paragraph 35—he
will see why such a provision is
necessary, and, as a matter of fact, we
have discussed this very question for
a long time. The House will egree
that “the agreement, if any, which
the company proposes to enter into
with any individual” is of a very
vital and fundamental  nature.
Nothing is lost by registering it with
the memorandum and the articles of
association. I do not know what is
to be lost by doing that. So, such a.
provision of a fundamental nature has
to be provided in the Bill So, I do
not think there can be any complaint
or objection as is raised by Shri Tu'si-
das and supported by my friend Shri
5. S. More.

There is another amendment by
Shri Tulsidas and that is amendment
No. 160 to clause 43. The main point
urged by Shri Tulsidas was about
clause 43. Under that clause, the

s or statement in lieu of
prospectus has to be filed by a private
company on its ceasing to be private
company. He wants to delete clause
43.

Shri Tulsidas: I do not want to de-
lete the whole clause.

43 which says:

“where the omission from a
prospectus or a statement in lieu
of prospectus of any matter whica
is required to be stated therein
under the provisions of Schedule
II or IV, as the case may be. is
calculated to mislead, the pros-
pectus or statement in lieu of
prospectus shall be deemed, in
respect of such omission, to be a
prospectus or a statement in lieu
of prospectus, in which an untrue
statement is included”.

As regards Schedule II, we must
remember that Schedule II is not ex-
haustive and there may be some facts
which may not have been brought out.
Therefore, I do not think there is any
objection to have that clause there.

My friend, Shri Trivedi, has raised
certain points which are not very vital
and which are practically of no sub-
stance. He has said that in clause 11
the following should be added:

“and a suit by such company....
shall not be maintained in any
court of law....” ete.

I do not think it is necessary to
provide this in the clause, These com-
panies have been prohibited as unlaw-
ful companies and if any action is
taken by the promoters, they cannot
be sued. Even if they are sued, the
court will declare that all these actions
are by companies which are prohibit-
ed and which are not rather legal.

Shri U. M, Trivedi (Chittor): On a
point of order, Sir, I would like to
know from where the hon. Minister
got this information which he is giv-
ing us, namely, that a suit can be
stopped from being filed without
making a provision that it cannot be
filed.

Shri M. C. Shah: They are prohibit-
ed under the company law.

Shri U. M. Trivedi: They are not
prohibited from suing.

Mr. Deputy-Speaker: The hon.
Member is a lawyer; very well.
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Shri M. C. Shah: Mr, Trivedi has
moved certain amendments to clause
13. If we accept his amendment No.
19, it would mean that no company can
‘be formed with a share capital below
Rs, 25,000, There is no such provision
or restriction in the UK. Act and we
do not propose to have any such res-
triction in our Act also. Mr. Trivedi
has also suggested an amendment that
no share should be of a value which
is less than Rs. 10|-. Here also, there
is no such restriction on the denomina-
tion of the share in the UK. Act and
we do not propose to have any such
restriction on the issue of shares. The
shares can be of denominations of
Re. 1 or Rs. 2 or whatever it may be.
He has also suggested that in clause
13 there should be a provision saying
that no person shall take shares less
than five in number or a value less
than Rs. 100. The object of the am-
endment is to make it obligatory for
each shareholder to take a minimum
number of shares—at least -5 shares—
or to subscribe a minimum amount of
Rs, 100. I do not think it is neces-
sary that we should restrict the fleld
in this way.

Mr. Trivedi hag moved an
amendment that in clause 20, for the
word ‘undesirable’ we should substi-
tute:

“implies that the eompany has
got any relation with any political
party” ete.

We had considered very carefully
whether we can put here a list of
certain specific names which are con-
sidered undesirable, but it was not
possible to frame any such big list.
Therefore, the Government has taken
the powers to declare a name as un-
desirable; naturally, this matter will
be looked into very carefully by the
Government, As regards registration
of companies having any relation with
any political party, I think there is no
justification whatsoever for such an
apprehension. These are all the am-
endments which have been moved.
“We have given full consideration to
these amendments and I am afraid we
cannot accept any of them.
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Mr, Asoka Mehta has pointed out
a new development in company prac-
tice, namely, the establishment of
departments or branches of activity
by some companies unconnected with
their prinecipal business, Government
are fully aware of these developments
and they have indeed given some
thought to this subject for sometime
past. All the considerations which
Mr. Asoka Mehta has mentioned have
been very much in the mind of the
Government; but there are other as-
pects of the question which also have
to be carefully considered by the
Government before they can take any
action in the matter. While the Gov-
ernment are anxious that no company
should be empowered to indulge in
activities unconnected with its main
business only with a view to make
more money, they are also anxious to
ensure that no action of theirs impe-
des the expansion of legitimate in-
vestments. The observations of the
Bhabha Committee themselves show
the difficulties of the problem, but I
can assure Mr. Asoka Mehta that the
Government are not quite oblivious of
the points raised by him.

I would now request the House
to accept all the amendments of the
Government and the amendments

which have been already accepted by
the Government.

Mr. Deputy-Speaker: I shall now
put to the vote of the House the
clauses one after the other; wherever
any “hon, Member wishes that his am-
endment should be put to the House,
I shall do so.

There are certain amendments to
clause 11; if any hon. Member who s
present—Wishes that his amendment
should be put, I shall do so. Other-
wise 1 will take it that he does not
press his amendments,

Shri U, M. Trivedi: I am pressing
my amendment No, 18, .
Mr. Deputy-Speaker: The question

is:
Page 12, line 17, add at the end—

“and a suit by such company,
association or partnership shall
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not be maintained in any court of
law if filed by it in its name or
in the names of its members.”
The motion was negatived.
Mr. Deputy-Speaker: There are no
other amendments to clause 11.
The question is:
“That clause 11 stand part of the
Bill.” T
The motion was adopted.
Clause 11 was added to the Bill.
Mr. Deputy-Speaker: There are
some amendments to clause 13. Does
any Member press any of them?
I find none, So, they are not pres-
sed
The question is:
“That clauses 12 to 14 stand
part of the BillL"”
m ey wu A .—‘ A
Clouses 12 to 14 were added to the

Bill.
Mr. Deputy-Speaker: There is a
Government amendment to 18,

amendment No. 314 moved by
C. D, Deshmukh,

Mr, Deputy-Speaker: The question
is:
Page 13,

in line 36, after the words “shall
attest the signature”, insert the
words “and shall likewise add his
address, description and occupa-
tion, if any”.

The motion was adopted

Mr. Deputy-Speaker: The question

is

“That clause 13, as amended,
stand part of the Bill.”

The motion was adopted.

Clause 15, as ded, was

to the Bill. .

Mr. Deputy-Speaker: The question
is:

*“That clauses 16 to 19 stand
part of the Bill”

The motion was adopted.
Clauses 16 to 19 were added to the
Bill.
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Shri U. M. Trivedi: I want by am-
endment No. 21 to be put to the
House.

Mr. Deputy-Speaker: The question
is:

Page 16,line 4, for “is undesirable”
substitute:

“implies that the company has
got any relation with any Political
party of India or with the Gov-
ernment of the day, unless the
company is floated by the Gov-
ernment itself under any provi-
sions of law™,

The motion was negatived.

Mr, Deputy-Speaker: The question
is:

“That clause 21 stand part of
the Bill”

The motion was edopted.
Clause 20 was added to the Bill.
Mr. Deputy-Speaker: Clause 21.
Does anybody want to press amend-
ment No. 227 None. Not pressed.

The question is:

“That clause 21 stand part of
Bill.”

The motion was adopted.
Clause 21 was added to the Bill.
Mr. Deputy-Speaker: Clause 22.

There is Government amendment No.
288.

The question is:

Page 16,

in line 32, for the words it
shall be punishable” substitute
the words “the company and
every officer, who is in default,
shall be punishable.”

Shri Jhunjhonwala: There is no
quorum.

Mr, Beputy-Speaker: Do hon, Mem-
bers want me to put this off till 2.307

Pandit Thakur Dag Bhargeva: It
is not a question of quorum merely.
We feel that the company law is not
being properly considered, Nobedy
takes any interest. Nobody is present.
Only 30 people are in the House. That
is our difficulty. I do not want any
adjournment.
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Mr. Deputy-Speaker: I am really
surprised. How can anybody compel
any hon. Member to be here. Yester-
day we saw only 6 persons or 7 per-
sons out of whom four were already
in the Joint Committee. If they are
asked not to speak, as some other hon.
Members wanted to have preference,
there are one or two Members who
are carrying on the whole delibera-
tions. The others are not taking any
interest.

Shri Kamath: 1 submit that the con-
vention is unconstitutional. 1 suggest
that the voting should be postponed.

Pandit Thakur Das Bhargava: No-
body wants to discuss when there is
no quorum. When Members do not
come, what can the Deputy-Speaker
do?

Mr. Deputy-Speaker: I have no ob-
jection to putting off the voting if
anybody objects.

Shri Kamath: I object to the voting
now.

Mr. Deputy-Speaker: Except for
the purpose of a technical objection,
1 do not see any force in it. This is
a technical subject. The commercial
magnates interested are here; the
socialists are here, the communists
are here:; the general public are here;
Government is here.

Under the convention, voice votes
may be taken. If any Member wants
the House to divide, we shall divide
after Lunch. The hon. Member was
not here when the convention was
arrived at. On any particular matter
in which the hon. Member is interest-
ed, I have no objection to divide.

Shri K. K. Basu: Let us go through
the business.

Mr. Deputy-Speaker: Let us pro-
ceed. No Member supports him in
the suggestion that voting should be
put off.

Shri Kamath: The convention is
unconstitutional.

Mr. Deputy-Speaker: A Constitu-
tion can be made and un-made.

Shrl Kamath: It should be un-made
first.
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Mr. Deputy-Speaker: I shall read
the convention.

“Under a convention adopted
in September, 1954, the House is
not counted between 1r.m. and
2-30 p.M. when the House sits
from 11 Am. to 5 p.mM. without
any break for lunch. A voice vote
is taken during that period; but
if it is challenged, no count is
taken and the decision on the
question is postponed till after
2-30 p.M.”

If it is challenged, I shall certainly
put it off for decision later on after
all Members arrive. In the mean-
while, by voice votes I shall go on
deciding.

1 was on clause 22.

The question is:

Page 16,

in line 32, for the words “it
shall be punishable” substitute
the words “the company and
every officer, who is in default,
shall be punishable”.

The motion was adopted.

Mr. Deputy-Speaker: The question
is:

“That clause 22, as amended,
stand part of the Bill”
The motion was adopted.

" Clause 22, as amended, was added to

the Bill.
Mr. Deputy-Speaker: The question
is:
“That clause 23 stand part of
the Bill.”

The tion was adopted.
Cl.amsz 23 was added to the Bill.
Mr. Depnty -Speaker: New clause

23A.
The question is:
Page 18,
after line 47, after clause 23,

insert the following new clause
as clause 23A:

“23A. Change of name of exist-
ing private limited companies—
(1) In the case of a company
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which was a private limited com-
pany immediately before the
commencement of this Act, the
Registrar shall enter the word
‘Private’ before the word ‘Limit-
ed’ in the name of the company
upon the register and shall also
make the necessary alterations in
the certificate of incorporation
issued to the company and in its
memorandum of association.

(2) Sub-section (3) of section
23 shall apply to a change of
name under sub-section (1), as it
applies to a change of name under
section 21.”

The motion was adopted.

Mr. Deputy-Speaker: The question
is:
“That new clause 23A stand
part of the Bill”

The motion was adopted.
New clause 234 was added to the Bill.

Mr. Deputy-Speaker: Clause 24,

Bhri U. M. Trivedi: I press amend-

ment No. 23.

is
Page 1B, after line 36, add:

“(11) The association so regis-
tered under this section shall not
be subject to all or any obliga-
tions that have been or may be
imposed by any act of any legis-
lature of any State in India™

Mr. Deputy-Speaker:
favour will say ‘Aye’,

Those in

Some hon. Members: Aye.

Mr. Deputy-Speaker: Those agminst
will say No'. '

Some hon. Members: No.
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Mr. Deputy-Speaker: The ‘Noes'
have it.

Shri U. M. Trivedi: The ‘Ayes’ have
it.

Mr, Deputy-Speaker: This wili be
put off. Clause 24 and amendment
No. 23 will stand over :

There are no amend-nen's to clauses
25 to 28.

The question is:

“That clauses 25 to 28 stand
part of the Bill."”.

The motion was adopted.

Clouses 25 to 28 were added to the
Bill.
Mr. Deputy-Speaker: Clause 29;
Government amendment No. 315.
The question is:
Page 19—

in lines 34 and 35, after the
words “shall attest the signature®,
insert the words “and shall like-
wise add his address, description
and occupation, if any”.

The motion was adopted.
Mr. Deputy-Speaker: The question

18

“That clause 29, as amended,
stand part of the Bill.”

The motion was adopted.

Clause 29, as amended, was added to
the Bill.

Mr. Deputy-Speaker: Clauses 30 and
31: there are no amendments.
The question is:
*“That clauses 30 and 31 stand
part of the Bill”
The motion was Mmd.

Clauses 30 and 31 were added to the
Bill.
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Mr. Deputy-Speaker: Clause 32.
Amendment No. 157.
The question is:
Page 20,
omit lines 29 to 32.

The motion was negatived.

Shri Kamath: There is my amend-
ment No. 353.

The Parliamentary Secretary to the
Minister of Finance (Shri B. E. Bha-
gat): It was not moved

Mr, Deputy-Speaker: I have allowed
it to be moved.

The question is:

Page 20, after line 47, add:

“(4) The Registrar should bring
sut a quarterly journal contain-
ing extracts from copies of memo-
randum, articles, managing agen-

cy agreements, registered with

him during the previous quarter.”

Mr. Deputy-Speaker Those in favour
will say ‘Aye’.

Some hon. Members: Aye.

Mr. Deputy-Speaker: Those against
will say ‘No'.

Some hon. Members: No.

Mr. Deputy-Speaker: The ‘Noes’
have it.

Shri Kamath: The ‘Ayes’ have it.

Mr. Deputy-Speaker: Amendment
No. 353 will stand over.

Clause 32 will stand over.

There are no amendments to clauses
33 to 37.

The question is:

“That clauses 33 to 37 stand
part of the Bill”

The motion was adopted
Clauses 33 to 37 were added to the
Bill,
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Mr. Deputy-Speaker: Clause 38,
Amendments 158 and 159: nobody
thinks of them. Not pressed.

The question is:
“That clause 38 stand part of
the Bill.”
The motion was adopted.
Clause 38 was added to the Bill,

Mr. Deputy-Speaker: Clause 30.
The amendment is not pressed.

The question is:
“That clause 38 stand part of
the BilL”
The motion was adopted.
Clause 39 was added to the Bill.

i"ll.r. Deputy-Speaker: The question

“That clauses 40 to 42 stand
part of the Bill.”
The motion was adopted,

Chum!ﬂtoﬂwerenddadtoﬂw
Bill

Mr. Deputy-Speaker: Clause 43.
The question is:
Page 24, sub-section (3),

in lines 25 and 26, after the
word “five hundred rupees” insert

the words “for every day during
which the default continues”

The motion was adopted.

Mr. Deputy-Speaker: The question
183

Page 24, line 27, omit “or statement
in lieu of prospectus”. .

The motion was negatived.

Mr. Depnty-Speaker: The question

Page 24, omit lines 41 to 47.
The motion was negatived.
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Mr. Deputy-Speaker: The question
is:

“That clause 43, as amended,
stand part of the Bill.”
The motion was adopted.
Clause 43, as amended, *was added to
the Bill.

Mr. Deputy-Speaker: There is an
amendment to clause 44. Nobody has
stood up. So it is not pressed.

The question is:

“That clause 44 stand part of
the BillL”

The motion was adopted.
Clause 44 was added to the Bill.

Mr. Deputy-Speaker: The question
is:

Page 25, after line 28, add:

“Provided that the Central
authority may, by notification,
limit the amount of such contracts
which a praticular class of com-
panies may enter into.”

The motion was negatived.
Mr. Deputy-Speaker: The question
Lsz

“That clause 45 stand part of
the Bill.”

The motion was adopted

Clause 45 was added to the Bill

Mr. Deputy-Speaker: Amendment
No. 73. No one has stood up. So, the
amendment is not pressed.

The question is:

“That clause 468 stand part of
the Bill”.

The motion was adopted.

P

Clcmﬁwuaddedtothcﬂm.
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Mr. Deputy-Speaker: The question
: il

“That clause 47 stand part of
the Bill."”

The motion was adopted.
Clause 47 was gqdded to the Bill.
Mr. Deputy-Speaker: Clause 48,
The question is:

Page 26, sub-clause (4)

in line 20, omit the word “other”
before the word “securities”.

The motion was adopted

Mr. Deputy-Speaker: The question

is
“That clause 48, as amended, stand
part of the Bill".

The motion was adopted.

Clause 48, as amended, was added %0
the Bill.

is_M-l'- Deputy-Speaker: The question
“That clause 49 stand part of
the bill”.

The motion was adopted.
Clause 48 was added to the Bill.
Mr. Deputy-Speaker: Clause 50.
The question is:

Page 27, line 34

(i) after the words “on a com-
pany” insert the words “or an
officer thereof”; and

(ii) for the words “sending it
to its registered office”, substitute
the words ‘“sending it to the
company or officer at the regis-
tered office of the company”.

The motion was adopted.

*In sub-clause (4) of clause 43, lines 32 and 35, the word ‘“untrue”,
before the word “statement” was omitted as patent error under the

direction of the Speaker.
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Mr. Deputy-Speaker: The question
is:

“That clause 50, as amended,
stand part of the Bill”
Phe motion was adopted.
Clause 50, as amended, was added to
the Bill.

Mr. Deputy-Speaker: The question

is

“That clause 51 stand part of
the Bill.”
The motion was adopted.
Clause* 51 was added to the Bill.
Mr. Deputy-Speaker: Clause 52.
Shri Jhunjhunwala: Instead of my
amendment No. 374, I beg to move the
following amendment:

Page 27, line 49, after “notice™ in-
wert:

“provided that where a member
has intimated to the pany in
advance that notices should be
sent to him under a certificate of
posting or by registered post with
or without acknowledgement due
-and has deposited with the com-
pany a sum sufficient to defray
the expenses of doing so, service
of the notice shall not be deemed
to be effected unless it is sent in
the manner intimated by the

. “member”.

Shri M. C. Shah: I shall accept it.
Mr. Deputy-Speaker: The question

is
Page 27, line 49, after “notice “insert:

“provided that where a member
has intimated to the company in
advance that notices should be
sent to him under a certificate of
posting or by registered post with
or without acknowledgement due
and has deposited with the com-
pany & sum sufficient to defray
the expenses of doing so, service
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of the notice shall not be deemed
to be effected unless it is sent in
the manner intimated by the
member”

The motion was adopted.

Mr. - Deputy-Speaker: The other
amendment is not pressed. The ques-
tion is:

“That clause 52, as amended,
stand part of the Bill”
The motion was adopted.

Clause 52, as amended, was added to

the Bill.

Mr. Deputy-Speaker: The question

is:

“That clauses 53 to 63 stand
part of the Bill.”
The motion was adopted.
Clouses** 53 to 63 were added to the
Bill.

Mr. Deputy-Speaker: No one has
stood up. So, the amendment to clau-
se 64 is not pressed.

The question is:

“Phat clause 64 stand part of
the Bill".
The tion was adopted

Clause 64 was added to the Bill

Mr. Deputy-Speaker: The question

18
“That clauses 65 and 66 stand
part of the Bill".

The motion was adopted.
Clauses 65 and 66 were added to the
Bill.

Mr. Deputy-Speaker: Clause 67.

Shri Kamath; I have got my amend-
ment No. 354.

Mr. Deputy-Speaker: So far as this
clause is concerned, the hon. Member
is going to challenge. I will put it off.

Shri Kamath: All right. I suppose
that is the best course.

* In clause 51, line 40, the word “him”, occurring for the first time,

was omitted as patent

error under the direction of the Speaker.

s*In clguse 56, line 10, the word “or”, occurring for the first time, was
substituted by the word “and”, patent error under the direction of the

Speaker.
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Some Hon. Members: He will not

cl:allc-.ngeT

Mr. Deputy-Speaker: The question

Is:
Page 38, line 42, add at the end:

“and shall also be liable to
make compensation to such per-
son as has entered into an agree-
ment for or with a view to acquir-
ing, disposing of, subscribing for
or underwriting shares or deben-
tures, for any damage directly
resulting from such false, decep-
tive or misleading statement, pro-
mise or forecast”

Those in favour will say “Aye”.
Some Hon. Members: Aye.

Mr. Deputy-Speaker: Those against
will say “No”.

Some Hon. Members: No.

Mr. Deputy-Speaker: The “Noes”
have it.

Shri Kamath; The “Ayes” have it.

Mr. Deputy-Speaker: Then, amend-
ment No. 354 and clause 67 will stand
over.

Clauses 68 to OD

i e S

Mr. Deputy-Speaker: The House
will now take up clauses 68 to 80 for
which 13 hours have been allocated.
Hon. Members who wish to move
their amendments to these clauses
will kindly hand over the numbers
of their amendments, specifying the
clauses to which they relate, to the
Secretary at the Table within 15

! minutes. No exception will be made

hereafter. Shri Kamath is already
mt here. Therefore he may send
it in 13 minutes.

I shall announce after 15 minutes
the names of Members who have spe-
cified the amendments which they
wish to move and those amendments
will be treated as having been moved
subject to their being otherwlse ad-
missible.
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These clauses will be put to the vote
of the House at 3-15 p.u.

Shri M. C. Shah: Government am-
endments are Nos. 203, 294, 205, 296,
297 and 298 to clause 75.

The Joint Committee wished that
the Government should consider the
desirability of providing a ceiling to-
the commission payable in respect of
issues of debentures, as hon. Mem-
bers will see if they refer to para-
graph 13 of the minutes of the 32nd
meeting of the Joint Committee. The
Government- has since examined it
and considers that if a ceiling has to
be imposed, 2} per cent. would be
adequate in the case of debentures.

The point is not of much practical
importance for two reasons: (1) n»
commissions are usually paid for un-
derwriting debentures, and (2) under
the Capital Issues Control Order,
Government have the power to regu-
late not only underwriting commis-
sion, but also allowance or discount
on the issue price. As a matter of
fact, the issue price is invariably
taken into account before consents
are given.

However, as the Members of the
Joint Committee desired that we
should consider this question, we have
considered it and we are moving
these amendments.

Shri Tulsidas (Mehsana West): I
have got two amendments to clause
68, namely amendments Nos. 163 and
164. I have actually spoken on these
amendments earlier. The point here
is very simple. The present Act
provides that the period within which
the minimum subscription has to =
received should be 180 days. Now.
this has been reduced to 120 days in
this Bill. My point is that in a coun-
try like India where the capital
market has not yet developed fully
it would be desirable to have a fairly
adequate period within which the
minimum  subscription has to be
raised The amendments which I
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have sought %o move seek to extend
the limit of 120 days to 180 days,
which is obtaining in the present Act.
Such a provision would be helpful to
the new entrepreneurs who might
adopt the company form of manage-
ment,

I know of a company in the
Karnataka area which could not have
come into being if these 180 days
had been reduced to 120 days. This
company had to send back the money
that they had collected, i.e. the sub-
scription, with a great deal of diffi-
culty. And it was only after six
months that they oould collect the
required minimum subscription. S,
this provision will cause hardship to
these entrepreneurs who are new in
the line. As regards those who are
functioning today in the dlfferent com-
panies, they will be finding it very
easy, for this period of 130 days does
not matter to them. But in the case
of new entrepreneurs this provi-
gion will cause hardship. 180 days is
the minimum period which is required
for a conutry like India which has
not got a capital market which has

. fully developed. So, if a large section
of the country wants to subscribe in a
particular venture started by a new
entrepreneur, they will naturally
require a period of at least 180 days.
I do not see any reason why this
period should be reduced to 120 days.
I know that the Bhabha Committee
have recommended that it should be
90 days, and in the UK. Act also, it
is 90 days. But we have to consider

the circumstances and conditions ob-

taining in this country, and not go
merely on the basis of what has been
laid down elsewhere, After all, one
has to put in a certain adequate period.
In the present Act it is 180 days. I
feel that there is no reason why it
should be changed.

I now come to my amendment No.
165 to clause 69. This amendment is
on the same lines as those to clauses
38 and 64, which I had moved earlier,
and which the hon. Minister did not
think it proper to accept. Here again
the question of omission in the pros-
pectus has been brought in. The hon.
Minister has just now stated that there
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may be some other thipgs also be-
gsides what is contained in the pros-
pectus which under this Bill is re-
quired to have a certain amount of

I would invite your attention to
schedule II which prescribes the de-
tailed amount of information that is
required in a prospectus. I do not
understand what further information.
than ‘this is necessary. You know
very well that in a company which is.
started by new entrepreneurs for the
first time, the information required is.
submitted on the basis of what the-
company has at that time. In the
course of business, after the company
starts functioning, circumstanceg may
arise- which may require certain
alterations. But that may be consi-
dered as omission under this - provi-
sion Even after having asked for-
soch detailed information as is con-
tained in schedule II, still they con-
sider that there may be omission. I
do not understand what that omission
can be, I would request the hon.
Minister to be specific in regard to
this matter. After all, we are now
legislating in a very 'detailed way,
and therefore, I would ask the hon.
Minister to consider this aspect also-
in detail.

Now, I come to amendment No. 170
to clause 72. This clause deals with
permission in respect of allotment of
shares and debentures to be dealt in
on stock exchanges. In the entire-
clause, excepting sub-clause 5, the
expression used is ‘granted" or ‘not
granted’ My point is this. The only
question that arises is whether per-
mission is granted or is not granted.
Supposing a certain company makes.
an application to the stock exchange,.
and the stock exchange refuses per-
mission, ' that would be something,
because permission is not granted in
that case. But if you look at sub-
clause 5 you will find that the word
used there is ‘refused’. I would sug-
gest that the wording here also should
be ‘not granted’ as is the case in
all the other sub-clauses,

Mr. Deputy-Speaker: We can say-
‘granted’ or ‘refused’ -
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Shri Tulsidas: Only in sub-clause
5, the word ‘relused’ has been used.

Shri M. C. Shah: Instead of ‘refus-
.#d’ he wants ‘not granted’.

Shri Tulsidas: Yes.

Mr. Deputy-Speaker: ‘Granted’ or
‘refused’ will be the normal expres-
sion. Is it not so?

Shri Tulsidas: In the whole clause,
excepting sub-clause 5, the word
used is ‘granted or not granted’
Only .in sub-clause 5, there is a
difference. 1 want that the ex-
pression ‘granted or not granted’
-should be used throughout this clause
so that the same wording will be there
in all the sub-clauses. I believe
there is some clerical error here pro-
bably due to oversight, and I hope it
will be corrected.

Pandit Thakur Das Bhargava (Gur-
gaon): The word ‘refused’ can be put
in all the places.

Shri M, C. Shah: I leave the matter
to the Deputy-Speaker, who is a dis-
tinguished lawyer. If he says it
should be ‘not granted’ I have no
objection to that.

Pandit Thakur Das Bhargava: Yes,
we may leave it to the Deputy-Spea-
ker. The point here is very clear.
In sub-clause (5), you will be pleased
to see that unless it is ‘refused’, it may
mean that the matter is under further
consideration, and we may not know
whether permission has been granted
.or not granted. So, I think ‘refused’
would be better. There is no doubt
about it. ‘Refused’ would mean a
certain state of things in which the
thing has been decided, and not left
fcr further consideration,

Shri U, M. Trivedi: It will lose its
meaning, if the word ‘refused’ i=

altered.

llrl)aputys’eakulwceptthe
of Pandit Thakur Das
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Shri Tulsidas: Then, I shall not
move my amendment No, 170.

Pandit Thakur Das Bhargava: TRe-
fused’ would mean that the mind has
been applied, and then they have
refused it. But if it is ‘not granted'
it will mean that it may be further
considered and granted,

Mr. Deputy-Speaker: So, amend-
ment No. 170 is not moved by the
hon, Member.

Shri Tulsidas: Then, I have amend-
ment No. 173 to clause 79. Clause 79
deals with power to issue redeemable
preference shares. The original Bill
provided that preference shares
could be redeemed out of the sale
proceeds of the property of the com-
pany. The Joint Committee have
now deleted the words ‘of the sale
proceeds of the company,’ which
means that preference shares cannot
be redeemed out of the sale proceeds
of the property of the company.

Mr. Deputy-Speaker: They can be
redeemed from the revenue. Per-
haps, the hon. Member wants that it
should be from both,

2 p.M.

Shri Tulsidas: I say that it should
be redeemable from both. I shall
explain presently why I say . so. In
the Joint Committee also, I had raised
this matter, But I need not go into all
that now. The point is this. When
preference shares are redeemed
out of the sale proceeds of
any property of the company, it ena-
bles the company to reduce its assets
and liabilities by the same amount,
and it may be profitable to the com-
pany because the property concern-
ed may not be of use to the com-
pany’s business. This is a needless
restriction on the discretion of the
company, and my amendment seeks to
remove the same.

Mr. Deputy-Speaker: They shall net
be redeemed by selling any portion
of the capital,

Shri Tulsilas: Here it is property.
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Mr. Deputy-Speaker: Assets or pro-
perty. Or even out of the proceeds
of a fresh issue of shares.

Shri Tulsidas: That is all right.
Mr. Deputy-Speaker: They do not
want these redemptions by selling

any portion of the assets of the
company.

Shri Tulsidas: I want to know why
this sort of restriction should be
there. When you float a company,
you have either preference shares or
ordinary shares, according to the re-
quirements of the company for capi-
tal sector structure or working
capital. Suppose a property has been
sold out. That money is there with
the company. Why should they not
be allowed to let these shares be
redeemed? After all, the liability
of the company is reduced. I do not
see any reason why they should not
be allowed to do so. This provision
is there in the present Act. It was
also allowed under the original Bill.
But the Joint Committee have remov-
ed it because in the U. K. they are
not allowing it under their Act. The
Bhabha Committee hag not made any
recommendation on this iissue.

Mr. Deputy-Speaker: At the time
of the forming of a company, they
go in for preference shares. Then
they will have to wait for sometime,
though the earlier dividends will also
accumulate. But they may or they
may not get. If they get, that will
be a preference. When some of the
shareholders make up their mind to
-gell some portion of the property and
get rid of the preference shares, does
he mean to say that those who came
at the outset with a prospect of get-
4ing some profit should be disposed of
like that?

Shri Tulsidas: I will explain. It can
only be redeemed, if it is redeema-
ble. When it is redeemable, it is a
particular debt. Suppose they have
got some property’ which they can
dispose of and redeem it, why should
they not do it? Why should they
not ‘be allowed to redeem it? Sup-
pose a company has got 8 per cent.
-preference shares and it finds that it
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is a very big liablility. If they have
got money, they have the right to re-
deem it. After all, their capital lia-
bilities are reduced to that extent.

Mr. Deputy-Gpeaker: But, on the
other hand, if they sell only for the
purpose of redeeming, what will
happen?

Shri Tulsidas: Even then, if it is
redeemable, what is the harm in
doing it? After all, the equity share-
holder takes the risk. In the case
of profit, the preference shareholder
gets dividend first and the equity
shareholder afterwards.

Mr. Deputy-Speaker: Let the con-
verse be put. There is a prospect of
ing something more. The equity
shareholder wants to avoid these

people.

Shri Tulsidas: They cannot get
more.

Mr. Deputy-Speaker: They get a

definite rate of interest.

Shri Tulsidas: It is a kind of debt
which you have to repay.

Mr. Depuiy-Speaker: Suppose the
rate of interest in the market goes
down. These people may like to
send them away without paying a
heavier interest. .

Shri Tulsidas: Would you like the
company to carry on with this debt
when it has got property by which
it can be repaid especially when
the property is not useful?

Mr. Deputy-Speaker: Why are the
U. K. people not doing it?

Shri Tulsldas: It iz a different
thing. I do not know.

g

Mr. Deputy-Speaker: I am
arguing. I am only trying to
I must also know,

Shri Tulsidas: I do not know w
they are not doing it, There is
explanation here. The Bhabha Com-
mittee has not made any recommen-
dation on this poini

]

8 &
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Pandit Thakur Das Bhargava:
May I know if the property can be
sold without the sanction of the gene-
ral meeting?

Shri V. P. Nayar (Chirayinkil):
The Minister may explain why it is
necessary.

Pandit Thakur Das Bhargava: If
the property is sold after the general
meeting sanctions the same, there is
no harm.

Shri Tulsidas: If the property is
sold after the general meeting votes
for it....

Shri M. C. Shah: This matter was
discussed in the Joint Committee,
Shri Tulsidas advanced these very
arguments there.

Shri Tulsidas: I am now arguing
for the consideration of the House.

Mr. Deputy-Speaker: At this stage,
I ean only make this suggestion to
the hon. Minister. Whatever might
have been done in the Joint Com-
mittee, all Members of the House
were not members of the Joint Com-
mittee. Therefore, there is no mean-
ing in saying that it was discussed
there. The hon. Minister must con-
vince the House here when a doubt
arises.

Shri V. P. Nayar: May I submit
that as this is a very technical
matter, the Minister may be asked
to explain why this provision is ne-
cessary?

Mr. Deputy-Speaker: He will reply
in the end,

8Shri V. P. Nayar: If he could reply
now, there is no need of Shri Tulsi-
das arguing.

Shri Tulsidas: The present restrict-

ion seeks to limit the discretion of .

the company even when the use of
such discretion would in no way harm
the interests of shareholders; it will
reduce the flexibility of operation of
companies and make their admini-
stration rigid. Why do you want to
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bring about this state of affairs? When
& company borrows money from cer-
tain individuals or a bank at a high
rate of interest, those persons or the
bank would not like it to be repaid;
still the company repays. Why?! It
is only a question of a fixed rate of
interest. That person is not interest-
ed in higher profits; he gets a fixed
rate of interest

Mr. Deputy-Speaker: But he takes
the risk

Shri Tulsidas: It is no risk; it is &
debt,

Mr. Deputy-Speaker; Is it to be-
paid in preference to a loan? A
charged loan has to be paid first,
then ordinary loan, then preference
shareholders, then ordinary share-
holder.

.Shri Tulsidas: It may be coming,.
as you say, in the order of a loan,
debenture and so0 on. But whatever
it is, the company would like to get.
rid of the debt.

Mr. Deputy-Speaker: One set of
shareholders wants to get . rid of it
What about the other set of share-
holders?

Shri Tulsidas: In the present Bill,
we have provided no voting rights to
preference shareholders unless and
until....

Mr. Deputy-Speaker: In the case of
winding up or in the case of an
adverse decision being taken, they
come In.

Shri Tulsidas: They get their fixed
amount, They cannot get more.

Mr. Deputy-Speaker: They are the
persons who come in the beginning.
They find that it has stabilised and
they get a decent profit. Though it

cannot be augmented, they get a fixel
rate of profit. Suppose the market
rate goes down. Why should these

er than
ﬂmmnrketrateisbeinspudtothese-
people?
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Shri U. M, Trivedi: In that case,
you are already allowing floating of
further shares and then paying them
of!‘ It will amount 0 the sams
thing,

Shri Tulsidas: After all, they can
borrow and repay it. They can even
have new capital and then pay it off.

What is the idea of restricting their
discretion in this matter?

Mr. Deputy-Speaker: Then they will
be increasing the block.

Shri Tulsidas: They
“There is nothing wrong.

can repay.

Shri K. K. Basn: Everybody may
not be like Shri Tulsidas. Suppose
there is scope for dishonesty in this
process,

Shri Tulsidas: There is no question
of honesty and dishonesty. It is a
question of a legal provision for re-
demption of a certain debt. We should
allow this repayment even by the
sale proceeds of property.

Mr. Deputy-Speaker: 1 wish to
.announce that the following Members
have intimated the amendments which
they wish to move. The numbers of
these amendments are being hung up
on the Notice Board and a few spare
copies have been kept on the Table
for reference by Members. Shri M.
. Shah—Government amendments;
Shri S. R. Rane; Shri Tulsidas Kila-
chand; Shri G. D. Somani; Shri K. K.
Basu. We are disposing of these
amendments here and now.

Shri U. M. Trivedi: Certain amend-
ments have been suggested to clause
%5 by the Government, amendments
293 to 298 and that is with reference
to the payment of commission to those
who are to underwrite debentures.
The original idea was only the pay-
ment of commission to the under-
writers of shares. It has been ex-
tended to debentures also now, The
Government has now provided for
paying some commission to the under-
writers of debentures. I find no
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justification for making a difference in
the amount of commission to be pald

. Mr, Deputy-Speaker: What iz the
number of the amendment?

Shri U. M, Trivedi: Amendments
293, 294 and 295 all going together,

Mr. Deputy-Speaker: Is the hon
Member opposing them?

Shri U. M. Trivedi: Yes; I am
opposing] them.

To begin with, 5 per cent. is a very
high rate of commission that is being
offered. In the ordinary market, an
ordinary moneylender so to say can
charge a discount or commission of
not more than 1 or 1} per cent. In
this case, I do not know when all sorts
of inhibitions are being put wupon
those persons whom we are not will-
ing to call honest, after having put
all these inhibitions, I see no reason
or propriety in saying that they should
be given a commission of 5 per cent.
It is a very big sum; that is to say,
for every Rs. 100 they wil get Rs 5.
You are not paying this on shares of
companies floated by the Government.

An Hon, Member: This is the maxi-
mum.

Shri U, M, Trivedi: Yes; I know
this is the maximum. But, why this
maximum of 5 per cent? That I
cannot understand, when actually
loan is being taken, when debentures
are issued, when you find that the
company is not doing well and that
the company wants to raise more
capital and it has been frustrated in
some manner, When debentures are
issued, it is always a kind of loan
The risk is always greater and then
you say that the commision paid will
be only 2% per cent. That means you
are paying some sort of discount for
the raising of that captial which be-
comes essential. But, where it is
not essential, where there is some
attraction for buying shares you want
to give 5 per cent. I cannot under-
stand the logic behind this. That s
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[Shri U. M. Trivedi]

a very wrong principle that high com-
mission should be paid on the issue
of ordinary shares and low com-
mission should be paid in the case
of debentures. The reverse ought to
have been the position and H there
is any anxiety on the part of the
Government that the provision should
stand, I would submit that it should
be not more than 2} per cent. in the
case of ordinary shares and 5 per
cent in the case of debentures, or
say up to 2} per cent. and up to 5
per cent. (Interruption).

Shri M. C. Shah: That is the maxi-
mum or ceiling,

Shri U. M. Trivedi: Why should the
ceiling or maximum be 2} per cent,
in the case of debentures?

Shri M. C. Shah: As I have already
explained it is not necessary because
they are controlled by the Capital
Issues Act. At the same time we
may not agree that it is necessary to
pay that.

Shri U. M. Trivedi: If it is so, 1
would like to submit that the Gov-
srnment is not-going to bring legisla-
tion that when debentures will be
issued to the public, where the
question of loan is concerned, where
a risk is involved....

Mr. Beputy-Speaker: The deben-
ture holder gets greater security than
the shareholder. Therefore less com-
mission. Debenture holder has got a
chance of getting something and
therefore he hag got less risk than
the ordinary shareholder. Therefore
greater inducement is necessary in
that case. When a company comes to
the position of having to go into the
market, possibly shares may not be
subscribed so easily,

Shri K. K. Basu: Does he mean
that it is a ceiling?

Shri M. C, Shah: Yes; it is a ceiling.

Shri U. M. Trivedi: That is the
maximum commission that they are
fixing,

Mr, Deputy-Speaker: Ceiling would
always be the maximum; can upstairs
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be downstairs? Ceiling must be at
the top and not the floor,

Shri M. C. Shah: So far as debem~
tures are concerned, the commission
is sought to be paid to underwriters
on underwriting of debentures. Under
the Capital Issues Control Act Gov-
ernment have powers to regulate not
only underwriting commission but
also allowances or discounts and the
issue prices. We have got the powers
so far as debentures are concerned.
I will try to bring in the issue of
shares also.

Shri K. K. Basu: In the issue of
shares is permission sought?

Shri M, C. Shah: There is always
commission on the shares.

Shri K, K. Basu; Can you control?

Mr. Deputy-Speaker: Hon. Mem-
bers want to know whether it is open
to Government to say that 5 per cent.
is the maximum and that in the cir-
cumstances of a particular case not
more than 3 per cent. can be paid,

Shri M. C, Shah: I think we have
that power under the Capital Issues
Control Act,

Mr. Deputy-Speaker: The hon.
Member may go on; in the meanwhile
the hon. Minister will collect the in-
formation.

Shri V. P. Nayar: We want to know
it definitely; we do not want to leave
it vaguely.

Mr. Deputy-Speaker: He will gather
all the materials and reply once for
all. :

Shri U, M. Trivedi: T find very great
force in the argument of Shri Tulsi-
das on this question of the issue and
redeemability of preference ghares,
It is an ordinary principle of law that
a man must be allowed to repay his
loan whenever he feels, In this case,
preference share is always a kind of
loan; that is why preference share is
given a greater and a higher guaran-
teed percentage of dividend. If the
company finds that it can have easy
money in the market after some time,
why should it continue to pay more
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to these people? In that case why
put a sort of check upon the redeem-
ability of the preference shares? I do
not see that there is any logic behind
this suggestion that shares cannot be
redeemed except out of profits. There
may be profits but there may not be
sufficient profits to redeem these
shares. Provision is made that these
shares can be redeemed by the issue
of fresh shares. If fresh shares are
issued you take from others and pay
and paying them off. Then, why not
and paying them off. Then, why not
allow some property to go away and
then pay them off? We say, at the
game time, in 79 (3) that the redemp-
tion of preference shares under this
gection by a company shall not be
taken as reducing the amount of its
ghare capital. There would be no
kind of reduction of share capital
even i the same is paid out of the
property of the company. In that
case, I say what Mr. Tulsidas has sug-
gested is a very proper thing and no
question of prestige should stand in
the way of Government in agreeing to
this provision.

Shri T. N. Singh (Banaras Distt.—
East): That ig very suspicious.

Mr. Deputy-Speaker: The follow-
tng amendments have been indicated
by the hon, Members to be moved,
subject to their being otherwise

admissible:

Clause No, No. of amendments.
68 163, 164

69 165

it 385, 386

4 387, 100

5 203 (Govt.), 296 (Govt.),

285 (Govt.), 296 (Govt.),
207 (Govt.), 298 (Govt)

7 388
78 389
79 173
Clause 68— (Prohibition of allotment

etc.)
Shri Tulsidas: I beg to move:
(1) Page 37, line 24—
for “twenty days” substituie
“eighty days.”
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* (2) Page 37, line 27—
for “thirty days” substitute

“ninety days.”
Clanse 63—Prohibition of allotment in-
certain cases etc.)
Shri Tulsidas: I beg to move:

Page 38—
omiit line 38 to 43.

Clanse 71— (Application for shares
etc.)

Shri-E. K. Basu: I beg to move:

Page 40, line 14—
.omit “wilfully.”

Shri Raghavaiah: I beg to move:

Page 40—

after line 22 add:

“(g) All allotments shall be
made within one week of the
closure of the subscription list."

Clause 74— (Return as to allotments)._

Shri K. K. Basu: I beg to move:
Page 42—

omit lines 6 to 8.

Shri Rane: I beg to mave:
Page 42, line 36—

add at the end:

“gnd exempting the company or
officer in default, from any fine
referred to above from the first
day of default or such period of
default, as the court may think
proper”.

Clause 15— (Power to pay certain
commissions etc.)

Shri C. D, Deshmukh: I beg o
move:

(1) -Page 42, sub-clause' (1), hnes-
45 and 47—

for the words “shares in” in
both the places where they occur,
substitute the words “shares in or
debentures of,”.
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[Shri C. D. Deshmukh]
«(2) Page 43, sub-clause (1), line 2—
before, the words “five per cent.’

insert the words “in the case of
:shares”,
(3) Page 43, in line 3—

after the words “whichever is
less”, insert the words “and in the
-case of debentures, two and a half
per cent. of the price® at which
the debentures are issued or the

amount or rate authorised by the
articles, whichever is less.”

{4) Page 43, in lines 6, 8, 14, 16, 20—
for the word “shares” occurring
in these lines, substitute the words
" ““shares or debentures”.
(5) Page 43, in lines 24 and 26—

for the words *“shares in” in
both the places where they occur
in these lines, substitute the words
“shares in, or debentures of,”.

(6) Page 43, in lines 27, 36 and 37-

for “shares or money” occurring
in these lines substitute “shares,
debentures or money”.
«Clans® 77— (Appreciation of premiums
ete.)
Shri K. K. Basu: I beg to move:
Page 45—
omit lines 3 and 4.
«Clanse 78— (Power to issue shares at
a discount)
Shri E. K, Basn: I beg to move:
Page 45, lines 29 and 30—
omit “or such higher percentage
as the Central Government may
permit in any special case”.
‘Clanse 79— (Power to issue redeem-
able preference shares)
Shri Tulsidas: I beg to move:

Page 46, line 15—

after “or the redemption” add
“or out of the sale proceeds of any
property of the company.”
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Mr. Depuiy-Speaker: All these
amendments are now before the
House for discussion.

Shri E. K. Basu: I have moved
certain amendments, but before I go
to them, I think the point which has
been so ably argued by Shri Tulsi-
das and Shri Trivedi hag to be ans-
wered. They have tried to put in
every case the preference share-
holder on the same footing as the
debenture shareholder. They have
really hit at the main point on which
the difference is to be made. We
know fully well that the debenture
shareholder is much more secure; he
has some preferential right for pay-
ment of dividend and also of capital
in the case of winding up of the com-
pany. Otherwise, he runs more or
less the same risk ag an ordinary
shareholderr. Sometimes these de-
benture shareholders have their own
trustees appointed, and if there is
any trouble under the deeds of mort-
gage etc., they can appoint receivers,
and they have many other similar
rights. Shri Tulsidas stated all his
points in the Select Committee . and
the Select Committee naturally
thought over them. As you said,
there may be cases in which for the
first six or seven years there is mno
profit and in the eighth year thereis
a likelihood of a profit, and unless it
is a case of cumulative preference
shareholder, the preference share-
holder has no right to get dividend. In
the eighth year on the likelihood of
the preference shareholder being paid
a dividend, the other shareholders or
a majority of them at a general meet-
ing might decide to sell a portion of
the property and offer it to the pre-
ference shareholders. The result is
that these preference shareholders,
who have to invest so much, except-
ing for their preferential right to get
dividends in the case of winding up,
lose the benefit of their own contri-
bution. Therefore, thig has been per-
tinently put here that the word should
be dropped,

The example of the question-of a
new issue is given. A company which
has already a good amount of pre-
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ference shareholding, comes to the
market and asks for the issue of new
shares, and that means that it must
have good credit. Those companies
will not be affected by this provi-
sion, This provision is simply teo
guard against companies circumvent-
ing the normal rights of preference
shareholders when there is a likeli-
hood of the company making a good
profit and they do not want to pay
the preference shareholders their just
dues,

Regarding the points which had been
raised about commission, 24 per cent.
or 5 per cent. we know in the pre-
sent state of affairs in our country
that it may be necessary to give some
sort of impetus to those who are able
to procure money.

I have moved my amendments Nos.
385, 387, 388 and 389,

Amendment No, 385 is in respect of
the deletion of the word “wilfully”
from section 71 of the  Bill

I feel that in our country the

average shareholders are not so very
alert and they often fall a prey to
credulousness. The officer of the
company should be much more vigi-
lant and dutiful as to their respon-
sibilities. Therefore, I would wish
that the word “knowingly” should be
there and the word “wilfully” should
e dropped.

My amendments Nos. 387 and 388
call for the deletion of the provisien
in respect of bonus shares. These are
more or less related and we ourselves
do not wish that the bonus share
should be allowed to continue under
the statutes of this country.

Mr. Deputy-Speaker: What are the
amendments that you refer?

Shri K. K, Basu: Nos. 387 and 388
relating’ to clauses 74 and 77. From
reports that have come out especially
since the last war, we feel that quite
a number of companies, when they
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earn a good deal, do not distribute
their profit as dividend; they go
accumulating, and after some years,
they over-capitalise and pay off the
capital in the shape of bonus shares
to the shareholders. As the hon.
Finance Minister stated, we have not
yvet decided the principle of taxing
the bonus share and that is a question
of loss to the exchequer. But if a
concern at a particular point of time
has earned a good sum and is allowed
under the law to distribute it among
the shareholders, then it would bave
to pay a good amoeunt as tax. Now
that is left out of the exchequer as
far as taxation is concerned, As a
result of the issue of bonus shares,
often some of these concerns are over-
capitalised. We have seen a company
with Rs, 50,00,000 as their original
capital having accumulated a reserve
and after the addition of the bonus
shares, it had been capitalised to the
extent of Rs. 1,50,00,000 or thereabouts.
Therefore, we are opposed to the very
principle of bonus shares and we
want the deletion of the provision
which deals with bonus shares in
these two clauses,

Mr. Deputy-Speaker: The emplo-
yees are sought to be given a share,
as it is very often urged, to entrust
them with the management and so on.
If instead of paying anything....

g

Shri E. K. Basu: Employees are
given bonus pay. Bonus pay and
bonus share are different.

Mr. Deputy-Speaker: Bonus shares
are paid to persons in lieu of money
for a contract of services of various
kinds. ...

Shri K, K. Basu: I do not exactly
know. At the time of floating certain
companies, it might be given, as for
instance, for getting patents and cer-
tain skilled staff, and that is when
they have no capital. But when the
concern is already get going, I do
not know whether such a provision can
be made. So far as my
knowledge goes, I have hardly come
across any company doing so. When
profits are distributed and dividends
paid, thore taxes will have to be
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fits, and after some time they convert
it into bonus shares and these shares
are issued as against the accumula-
ted profits. That is why we oppose
this provision.

We have tabled amendment
No. 389 to clause T8, which says:

“A company shall not issue
shares at a discount except as
provided in this section........

(ii) the resolution specifies the
maximum rate of discount (not
exceeding ten per cent or such
higher percentage as the Central
Government may permit in any
special case) at which the shares
are to be issued;"

We want to drop out this special
provision regarding the right of the
Central Government to permit a
higher percentage, because we know
that in the present state of affairs,
ten per cent. is quite high and the
issue of a share at a discount of more
than ten per cent. is not commensu-
rate with the conditions prevailing
in our country. Therefore, if we keep
the maximum at ten per cent,, that
will be good enough for the purpose
for which this provision is embodied
in the statute, We, therefore, want
the deletion of the words “or such
higher percentage as the Central
Government may permit in any spe-
cial case.”

There is another amendment moved
by my friend, Shri Nanadas, on which
1 would like to speak; that is amend-
ment No. 386, which says:

‘“All allotments shall be made
within one week of the closure
of the subscription list.”

This point hag also been referred
to by the expert committee presided
over by Shri Bhabha and there also
evidence was tendered before that
committee that after the subscription
list is closed, allotment takes a lot of
time and some malpractices are found.
We have, therefore, suggested that
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within one week of the closure of the
subscription list, allotmentz sghould
be finalised. If Government, how-
ever think that there might be ad-
ministrative difficulties in the accept-
ance of this time-limit, they may
increase it to a fortnight.

I would urge upon Government to
consider all these points and accept
the amendments I have moved.

Shri Jhunjhunwala: Regarding the
question of preference shares, I am
in agreement with what Shri Tulsi-
das has said. Shri Basu has advanc-
ed some arguments and has compar-
ed these preference shareholders with
debenture holders. He says that the
preference shareholders have got
some risk, while the debenture hol-
ders have got no risk. In spite of so
many protections the debenture
holders also have got some risk, If
the value of the property of a company
goes down, the debenture holders
suffer.  Similarly, the preference
shareholders have also got some
risk. Now, as has been pointed out
so ably by Shri Tulsidas, if those
shares can be paid off by raising loans
or by any other means, there is no
reason why they should not be paid
off by selling the property, Sup-
posing the wvalue of the property is
going down, and there is no hope of
recovery by any other means and
the prospect of business is not bright,
in that case it is in the interest of
the preference shareholders that this
should be paid off by the sale of the
assets of the company. It has been
said that there is some provision in the
United Kingdom Act, but no reason-
ing has been given as to why that
provision has been made in the
United Kingdom Act that the pre-
{erence shareholder should not be paid
off by selling the property of the
company. Of course, it might have
been discussed somewhere, but today
nothing has come out in the course
of discussion that there are reasons
behind not selling the assets of the
company.

The Minister of Finance (Shri C. D.
Deshmukh): The position is that the
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existing Act provides for redemption
out of sale proceeds of property. The
British law (Section 58) does mnot
provide for it and we have now
adopted the British law.

Shri Jhunjhunwala: I want to
know the reasons behind that. Be-
-cause the United Kingdom Act pro-
vides for it, there must be some rea-
sons behind it. Here we do not see
any reason,

Shri C. D, Deshmukh: The reasons
we shall give when we reply.

Pandit Thakor Das Bhargava: It
would be better if the reasons are
given now. In that case we may not
pursue the subject. We do not wish
to take the time of the House un-
necessarily.

Shri C. D. Deshmukh: There is
difference between redemption and
reduction of capital. There is a pro-
vision here which says that redemp-
tion shall not be regarded as reduc-
tion of capital. In Britain there was
a conflict of decisions. There was
one decision given at one time that
this amounted to reduction of capital;
at another time that decision was re-
versed and they said this shall not be
regarded as reduction of .capital. It
is a question not only of the com-
pany's interest, but also of the inter-
rest of the shareholders. In other
words, one can imagine & situation
where somebody, rather optimistic,
collects a lot of share capital; the
next year he finds that he does not
want all that capital, that he has over-
shot the mark and wants to reduce
the size of the capital. If this were
allowed to remain he can immediately
return it. The purpose of this sec-
tion is to replace one debt by another,
as happens in a conversion loan. For
instance, rates of interest go up.
I the credit of the company is much
better, after it has been established,
it may wish to substitute a 5 per cent.
preference share by a 4 per cent
preference share. Then the choice is
offered to the holder of the preference
shares as to anybody else. Therefore,
substitution often takes place out of
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fresh capital raised. These are the
sort of considerations which influenc-
ed us and the Joint Committee in
adopting the scheme of the English
Act,

Mr. Deputy-Speaker: Can they be
redeemed from the assets?

Shri C. D, Deshmokh: They ecan
be redeemed out of profits, or you
build a reserve fund, but you are not
supposed to redeem them out of capi-
tal, because that amounts to a reduc-
tion of capital for which there is a
separate provision and for which
higher sanction is required. There is
justice to be done by the company and
the investor. Though he knows it to
be redeemable he hopes his money
will be invested for a particular
period. There is that element involv-
ed in it. We thought we should stress
the distinction between the redemp-
tion and reduction of capital.

Pandit Thakur Das Bhargava: I am
very sorry I have not been convinced
by the hon. Finance Minister's rea-
soning. We have got a provision to
the effect that redemption of prefer-
rence shares under this section by
companies shall not be taken as
reducing the amount of its authorised
ghare capital.

So far as the question of reduction
is concerned, it is settled by this
clause. When a person takes a pre-
ference share he knows that it is for
a specific period. It is in the nature
of a debt which can be redeemed at
any time, So his expectations are not
belied if it is redeemed earlier, when
it suits the company. No expecta-
tions are raised, which are belied
subsequently, A preference share is
really in the nature of a loan which
can be paid at any time from any of
the assets of a company. I it suits
the purpose of a company, I do not
see any reason why it should be de-
barred from selling some of its use-
less property and pay off this liabi-
lity. 1 quite understand that pre-
wiously without any reference to the

‘shareholders the property of a com-

pany could be sold off. Now the
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property of a company cannot be
sold off without sanction at a general
meeting of the company. No doubt
the meeting will decide whether it is
profitable for the company to sell off
some useless property and pay off
this liability. If it is not profitable
the meeting will not agree to it. The
real point at issue is whether it is in
the interest of the company to ter-
minate that liability or not. Some-
times it may be to the benefit of a
company to sell off some of its use-
less property which they consider
wid not bring profit. As a matter
of fact, the owners of the company
are the ordinary shareholders. The
preference shareholders have got pre-
ference in the matter of dividends,
or when the company is wound up.
So far as the question of winding up
is concerned, it does not arise. The
properties are being sold at a time
when the company is in a position to
see that the liabilities are wiped off,
Winding up comes much later.

In my opinion, it should be left to
the company itself to safegurad its in-
terest and we should not meke a rule
whereby the company may be de-
barred from looking to its best in-
terest. At any rate we should not
lay an embargo, as is sought to be
done here. I, therefore, think that
the amendment is good and it should
be accepted.

Shri C. D. Deshmukh: It is not
quite correct to say that preference
shareholders are not owners of the
company. That is a situation brought

. about by the Bill itself. Before that
preference shareholders were entitl-
ed to wvote and indeed our present
scheme is that so far as existing pre-
ference shareholders are concerned,
they will have the voting right which
they have enjoyed before. There-
fore, in that particular respect, 1 do
not think this contention is correct
that preference shareholders are not
owners of the company. Neverthe-
less hon. Member could have used
this argument that although they are
owners of the company they became
owners of the company under a
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scheme—under the old section 106 or
whatever it is. Preference shares
could have been redeemed out of the
assets. In fairness, I must say whe-
ther they are owners or not they
were in a situation where their capital
could have been redeemed out of the
sale proceeds of assets. That was the
position; that is the position now.
Therefore, it is all a question of what
one considers a better system. In
other words what would encourage
the preference shareholder? What is
the understanding of the contract? The
new preference shareholder has some
disabilities and some liabilities; he is
not going to have any voice in the
management of the company. One
might, in that case, say: it is better
that we should have a scheme where-
by their shares are redeemable. The
understanding will be that they will
be redeemable not by reduction of
capital but out of the profits of the
company so that the capital remains
unreduced. It is the point of view;
one cannot argue it much beyond

that. We are inclined to think that
what the Joint Committee has done
is the better course.

Pandit Thakur Das Bhargava: The

preference shareholder will be bene-
fited also. He will get back his
money. After all, the expectations
were that he would get more interest.
He will be paid fully his dividends.
At the time when the property is
sold he will also be benefited.

Mr. Deputy-Speaker: 1 think there
is nothing more to say. I will put
these amendments and clauses to the
vote of the House.

The gquestion is:
Page 37, line 24—

for “twenty days"”
“eighty days".

The motion was negatived.

Mr. Deputy-Speaker: The question

substitute

is:
Page 37, line 27—
for “thirty days”
“ninety days.”
The motion was negatived.

substitute
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Mr. Deputy-Speaker: The question
Is:

“That clause 68 stand part of
the Bill”

The motion was adopted.
Clause 68 was added to the Bill.
Mr. Deputy-Speaker: Amendment

No 165 to clause 69. The question is:
Page 38—
omit lines 38 to 43.
The motion was adopted.

Mr, Deputy-Speaker: The question

“That clause 69 stand part of
the Bill”

The motion was adopted.
Clause* 69 was added to the Bill.
Mr. Deputy-Speaker: The question

is;
"“That clause 70 stand part of
the Bill.”
The motion was adopted.
Clause 70 was added to the Bill.

Mr. Deputy-Speaker: Amendments
Nos. 385 and 386 to clause 71. The

question is: y

Page 40, line 14,
omit “wilfully.”
The motion was negatived.
Mr. Deputy-Speaker: The question

Page 40, line 14—
after line 22, add:
“(6) All allotments shall be

made within one week of the
closure of the subscription list”

The motion was negatived.
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h‘)l.r. Deputy-Speaker: The question

“That clause 71 stand part of
the Bill"

The motion was adopted.
Clause 71 was added to the Bill

Mr. Deputy-Speaker: The question
is:

“That clauses 72 and 73 stand
part of the Bil”
The motion was adopted.
Clauses 72 and 73 were added to the
Bill.
Mr. Deputy-Speaker: There is
amendment No, 387 to clause 74,
The question is:
Page 42—
omit lines 6 to 8.
The motion was negatived.
Mr. Deputy-Speaker: The other
amendment I take it, is not pressed.
The question is:
“That clause 74 stand part of
the BillL”
The motion was adopted.
Clause** 74 was added to the Bill,
Mr. Deputy-Speaker: There are
Government amendments, 293 to 208
to clause 75. I shall put them to the
vote of the House,

Mr. Deputy-Speaker: The question
]3'

Page 42, sub-clause (1), lines 45 and
47—

for the words “shares in” in both
the places where they occur, substi-
tute the words “shares in, or deben-
tures of,”.

The motion was adopted.

* In sub-clause (5) of clause 69—

(i) line 25, the word ““authorises” was substituted by the word ““authorised™ as patent

error under the direction of the speaker.

(ii) lines 29 and 32, the word ‘‘unture”, before the word ““statement’, was omitted

as patent error under the direction of the speaker.
** In part (b) of sub-clause (1) of clause 74, line 5, the word “and", was added at the end

as patent error under the direction of the speaker.
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- Mr. Depuiy-Speaker: The question
is:

Page 43, sub-clause (1), line 2—
before the words “fiv: per cent”.

insert the words “in the case of
shares.”

The motion was adopfed.
Mr. Deputy-Speaker: The question
is.
Page 43, in line 3—
after the words “whichever is less.”
insert the words “and in the case of
debentures, two and a half per cent
of the price at which the debentures
are issued or the amount or rate

authorised by the articles, which-
ever is less"”

The motion was adopted.
Mr, Deputy-Speaker: The gquestion
is:

Page 43, lines 6, 8, 14, 16, 20—

for the word “shares” occuring in
these lines, substitute the words

“shares of debentures”,

The motion was adopted.

Mr. Deputy-Speaker The question-
fa:

Page 43, in lines 24 and 26—

for the words “shares in” in both the
places where they occur in these
lines, substitute the words “shares in,
or debentures of,”. -

The motion was adopted.
Mr. Deputy-Speaker: The question
is:
Page 43, in lines 27, 36 and 37-38.—
for “shares or money” pccurring in
these lines substitute “shares, deben-
tures or money".
The motion wag adopted.
Mr. Deputy-Speaker: The question
is:

“That clause 75, as amended,
stand part of the Bill”
The motion was adopted
Clause 75, as amended, was added
to the Bill
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Mr. Deputy-Speaker: The question
is:

“That clause 76 stand part of the
Bill”

The motion was adopted.

Clause 76 was added to the Bill.
Some Hon. Members rose—

Mr. Depuiy-Speaker: Order, order.
Hon. Members ought not to be walk-
ing or standing while 1 am standing.
There is an amendment—No. 388—to
clause 77.

The question is:

Page 45—

omit lines 3 and 4.
The motion was ived.

Mr. Deputy-Speaker: The question
is:

“That clause 77 stand part of the
Bill.”

The motion was adopted

Clause 77 was added to the Bill

Mr. Deputy-Speaker: 1 shall put
amendment No. 389 to clause 78.

The question is:
Page 45, lines 29 and 30—

omit “or such higher percentage
as the Central Government may
permit in any special case".

The motion was negatived.
Mr. Deputy-Speaker; The gq

is

“That clause 78 stand part of the
Bm."

The motion was adopted.
Clause 78 was added to the Bill
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Mr. Deputy-Speaker: There is am-
endment No. 173 to clause 79.

The question is:
Page 46, line 15—

after “of the redemption” add:
“or out of the sale proceeds of any
property of the company”

The motion was negatived.
Mr. Deputy.Speaker: The question

“That clause 79 stand part of
the Bill”

K P

The tion was '

Clause 79 was added to the Bill.
Mr. Deputy-Speaker: The question
Is:

“That clause B0 stand part of
the Bill.”

The motion was adopted.
Clause 80 was added to the Bill.

Mr. Deputy-Speaker: There were
some clauses held over on account of
amendments—clauses 24, 32 and 67. I
will first take up amendment No. 23
to clause 24. The question is:

Page 18—
after lines 36, add:

#“(11) The association so regis-
tered under this section shall not
be subject to all or any obliga-
tions that have been or may be
imposed by any act of any legis-
lature of any State in India.”

The motion was negatived.

Mr. Deputy-Speaker: The question
is:

“That clause 24 stand part of
the Bill"”

The motion was adopted.
Clause 24 was added to the Bill

Mr. Deputy-Speaker: I shall put
amendment No. 353 to clause 32 first.

The question is:
Page 20—

after line 47, add:

*“(4) The Registrar should bring
out a quarterly journal containing
extracts from copies of memoran-
dum, articles, managing agency
agreements, registered with him
during the previous quarter.”

The motion was negatived.
j.Mr. Deputy-Speaker: The gquestion

“That clause 32 stand part of
the Bill.”

The motion was adopted.
Clguse 32 was added to the Bill.

Mr. Deputy-Speaker: Now amend-
ment No. 354 to clause 67.

The question is:
Page 36, line 42—
add at the end:

“and shall also be liable to
make compensation to such per-
son as has entered into an agree-
ment for or with a view to
acquiring, disposing of, subscrib-
ing for or underwriting shares aor
debentures, for any damage
directly resulting from such false,
deceptive or misleading state-
ment, promise or forecast”.

The motion was negatived.

Mr. Deputy-Speaker: The gquestion
is:

“That clause 67 stand part of
the Bill."

The motion was adopted.
Clause 67 was added to the Bill.
Mr. Deputy-Speaker: I would only

wish to point out to the House that

it is not right on the part of any hon.
Member to say that the voting on



11267 Companies Bill

[Mr. Deputy-Speaker]

these amendments ought to be put off,
themselves not being in their seats.

Shri Kamath: I have just arrived,
8ir. I am one minute late.

Mr. Deputy-Speaker: Hon. Member
must take his seat. At 2-30 he ought
to be present. It is not one minute,

Shri Kamath: I thought it was to be
put at 3-15.

Mr. Deputy-Speaker: I am not
bound to wait here notwithstanding
the fact that the work is over.

Shri Kamath: The voting was to be
at 3-15, Sir.

Mr. Deputy-Speaker: What is this?
Hon. Member is dictating.

Shri Kamath: I am not dictating at
all.

Mr. Deputy-Speaker: I take serious
exception; hon. Members challénge a
division and at the time when it is
put to the House are not making
their appearance at all. It is very
wrong. It is not as if the whole
House is intended for his benefit and
pleasure.

Shri Eamath: I never meant that; I
never even suggested that.

Mr. Deputy-Speaker: I know but
the action discloses that. Let us pro-
ceed.

Shri Kamath: 1 thought that the
voting would be at 3-15.

Mr. Deputy-Speaker: Nobody guar-
anteed that it would be at 3-15 not-
withstanding the fact that the whole
work is over.

Shri Kamath: What could I do?

Mr. Deputy-Speaker: Hon. Members
will be a little more careful.

Shri Kamath: 1 thought the House
was well engaged and well occupied.

Mr. Deputy-Speaker: Without his
presence.
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Shri Kamath: I see that without
me it will not be well occupied. I will
take care in future.

Mr. Deputy-Speaker: Order, order.
Hon. Members must be present in
their seats. Now, we go to the next
business.

Ghues 81 tn 144

Mr. Deputy- Spuker The House
will now take up clauses 81 to 144 for
which 5 hours have been allocated.
Hon. Members who wish to move
their amendments to these clauses
will kindly hand over the numbers of
their amendments, specifying the
clauses to which they relate, to the
Table within 15

I shall announce after 15 minutes
the names of Members who have
specified the amendments which they
wish to move and these amendments
will be treated as having been moved
subject to their being otherwise ad-
missible.

. Shri C. D. Deshmukh: My amend-
jments are Nos. 209, 300, 301, 302, 303,
1268, 268, 270, 271, 272, z'rs 274, 275,
; 276, 277, 278, 279, 304md305 lahould
alsoliketomakeatewobsemuons

f now in regard to these amendments.

As regards amendment number
299 which seeks to amend clause 84
by just inserting the words “or re-
payment of capital” after the words
“winding up”, it is not an amendment
of any substance.

Then 1 come to amendment num-
ber 300 which seeks to amend clause
86. Preference shareholders are nor-
mally given a preferential rate over
ordinary shareholders in the matter
of repayment of capital
there, is no winding up and the pro-
posed amendment seeks to cover this
particular case.

Amendment number 302 seeks to
amend clause 86. It has been pointed
out that in certain cases the articles
of association or other instrument
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executed by the company do not pres-
cribe any date on which the dividend
on preference shares is due. The ex-
isting explanation (i) has been am-
plified to provide for this case. Where
no date is specified the dividend will
be deemed to be due on the day im-
mediately following the last day of
the period in respect of which the
dividend is due since we are concern-
ed with the payment of the dividend
and not its accrual.

Amendment number 303 also seeks
to amend clause .86. According to
technical advice received by us the
present definition of cumulative pre-
ference shares as contained in expla-
nation (ii) to clause 86 (2) (b) is not
only unsatisfactory but also unneces-
sary. The distinctive features of cu-
mulative and non-cumulative prefe-
rence shares are well-known and no
difficulty arises in ordinary commer-
cial practice in distinguishing bet-
ween these two classes of preference
shares. So, it is proposed to delete
the explanation.

Then there is an important series
of amendments to clause 110. That
begins with amendment number 268
and goes on to 279. According to the
Central Board of Revenue there is
some difficulty about the registration
of shares which have been sold in
pursuance of the Income Tax Act to
realise arrears of income tax from
persons who are shareholders of com-
panies. To remove this difficulty it
has been suggested that every in-
voluntary sale at the instance of
Government shall result in the auto-
matic registration of the purchasers
of shares as members of the respect-
ive companies. But, perhaps, this is
going too far and may result in forc-
ing strangers into the membership of
companies, especially, private compa-
nies, and against the intention of the
members thereof when they formed
the companies and to their disadvan-
tage. Further, purchasers at sales to
realise arrears of tax etc. due to the
Government cannot be placed on a
more favourable footing than other
purchasers in execution of decrees of
civil courts. Therefore, we thought
the best course was to give right to
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appeal in cases of refusal to register
the transfer of shares or debentures
arising by transmission by operation
of law in the same way as there is
right to appeal against refusal to re-
gister the transfer of shares or de-
bentures. The amendments suggested
to clause 110 are intended to achieve
this object. As transmission by ope-
ration of law is to come within the

" scope of clause 110 it is necessary to

refer in sub-clause (1) of that clause
not only to clauses 107 and 109 which
deal with transfers inter vivos, but
also to clause 108 which deals with
one instance of a transmission by ope-
ration of law; that is to say, by the
death of a holder of shares or deben-
tures.

Then there is another amendment,
number 304, to the same clause 110.
The object of this amendment is to
secure that, when the title to any
shares or debentures in the private
companies is sold at a court auction
or at a sale held by a collector or
other like officer, the transmission of
the right to the purchaser is not un-
reasonably withheld or delayed.
Where the tax-payer is a member of
a private company and the only tan-
gible asset is the shares held by him
in the company income tax can be
evaded by the simple process of per-
suading the board of directors
of the company to refuse to
register the transmission of the
right to the shares to the purchasers
at the sale held by the revenue autho-
rities for recovery of tax and the
Central Board of Revenue have point-
ed out that such evasions have occur-
red on a large scale. It is the princi-
pal object of this new sub-clause (8)
inserted by this amendment to pre-
vent such evasion. The new sub-
clause will apply to all sales held by
court or by public authorities. In
such cases they would have the same
right of appeal to the Government as
they would have in the case of pub-
lic companies. At the same time a
proviso to the new sub-clause gives
power to the Government to enable
the existing members of the private
company, or such of them as may be
interested in the maiter to acquire
shares or debentures on payment
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either of the price paid by the pur-
chaser at the court or other sale, or
such other sum as the Government
may consider to be reasonable com-
pensation for the shares and deben-
tures.

I now come to the last amendment
and that is number 305 under sub-
clause (4) (f) of clause 124. A charge
on stock-in-trade will now require to
be registered with a registrar though
such a charge does not require regis-
tration under section 109 of the exist-
ing Act. Whenever more than one
such charge has been created by the
:same company the priorities of the
respective creditors are dependent on
the doctrine of notice. It has been
represented to Government that suit-
able provision should be made to pro-
tect the existing rights of the holders
of a charge on stock-in-trade which
has been created before the commen-
.cement of this Act. The amendment
seeks to afford such protection. It is
couched in general terms and will
preserve all existing priorities.

3P

S8hri Morarka (Ganganagar-Jhun-
jhunu): I want to speak on my am-
endment No. 175 to clause 89 which
1 have just moved. There are two
other hon. Members who have moved
similar amendments, .and they are
amendment Nos. 139 and 74. I will
briefly explain the purpose of my
amendment. Clause 89 is a saving
clause. It saves the provisions of
clauses 84 to 88 from being applied to
certain shares and private companies.
In clause 86 we have laid down the
voting rights of the equity sharehold-
ers and the voting rights of the pre-
ference shareholders. For the first
time we have laid down now that the
preference shareholders would not
have absolute voting rights as
they used to  have  hitherto.
Now we say that the preference
shareholders would have voting rights
only in certain contigencies, the con-
tingencies being, either when their
own rights are affected or when the
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dividends remain unpaid. What was
the philosophy behind this new pro-
vision which after careful considera-
tion, the Bhabha Committee recom-
mended? The Bhabha Committee re-
commended that preference share-
holders should not have unqualified
voting rights but their voting rights
should be a qualified voting right.
Now, in this clause, as it is drafted
now, it saves the existing preference
shareholders. The principle is ac-
cepted that in future the preference
shareholders would not have a voting
right, but it saves to the extent of the
existing preference shares; that is, all
the existing preference shares will
have a voting right as it is given to
those persons under the existing arti-
cless. My amendment seeks to do
away with this sort of discrimination
and distinction. The purpose of my
amendment is that whether the pre-
ference shares are existing or whe-
ther they are going to be issued here-
after, they should not have unquali-
fied voting rights. The wvoting right
should be only in certain contingen-
cies.

The main reasons for the Bhabha
Committee to recommend that the
preference shareholders should have
voting rights only under certain con-
tingencies were these: firstly, these
preference shareholders have secured
income. The dividend is fixed. They
do not have to take any risk and they
are assured of the dividend from the
company. If the company makes any
profit, then, before the ordinary share-
holder is given any dividend, the pre-
ference .shareholder is given the divi-
dend. Similarly, in the event

shares, the preference shareholders
are paid back in full There-
fore, this was the philosophy behind
the Bhabha Committee's recommenda-
tion, and rightly so, if I may say so
with great respect. According to the
Bhabha Committee the preference
shareholders would always be people
who would not like to take any risk
and not like to be venture some, If
they are given ungualified voting
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rights, they may take decisions which
may not be in the interests of the
company and which may not be in the
interests of the equity shareholders.
Therefore, they said that the prefer-
ence shareholders are more like cre-
ditors, more like debenture-holders
and therefore their voting right
should arise only when the dividend
is not paid, when the company is not
faring well or when the capital struc-
ture of the company is being changed
so as to affect their rights. If that
was the Bhabha Committee’s recom-
mendation and if that recommenda-
tion is being accepted, I would say
with the greatest respect, that that
principle applies equally to the exist-
ing preference shareholders also.
There is no reason why the existing
preference shareholders should be
treated separately from the pre-
ference shareholders who are going to
come into being later on.

I would not take more time of the
House in quoting authorities in sup-
port of the proposition which I make.
But few references I may be permit-
ted to give. ' The first authority on
this point is from Palmer's Company
Law Precedents, 16th Edition. In
discussing about the preference
shareholders, the author says:

“Formerly it was not usual to
distinguish between the preference
shares and the ordinary shares
as regards voting. They were all
treated as interested alike in the
company and given the same
right of voting, but for many years
past it has been customary to
give only qualified voting rights

’ to preference shares. Sometimes
preference shareholders are given
no right of voting whatsoever at
general meetings; but the London
Stock Exchange does not general-
‘ly approve of this, Sometimes
the holders are not given any
right of voting at general meet-
ings unless on questions specially
affecting them—as, for instance,
winding up or sale of the under-
taking or reduction of capital
Bometimes preference shares are
given rights of voting on a modi-
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fied scale—for example, one vote
for every two preference shares
against one vote for every ordi-
nary share. In any case the mat-
ter is one of great importance, for
if the preference shares have full
voting rights they may be able to
direct the proceedings of the com-
pany in a manner opposed to the
interests of the ordinary share-
holders; they may be in a posi-
tion, for instance, to elect direc-
tors and to control their proceed-
ings, and to restrict the develop-
ment of the business; and they
may undully exercise their powers
in their own favour and in a sel-
fish spirit, for the interests of the
two classes are very commonly
more or less in conflict, the inter-
est of the preference shareholders
being to preserve the business on
a safe basis sufficient to produce
their preference dividend, where-
as the interest of the ordinary
shareholders is to increase it, and
for that purpose to incur some
risks, if necessary.”

This is what the learned author
says, and this was followed by the
Bhabha Committee.

Then, another learned author, who
is frequently quoted in this House—
Mr. Gower—also says that the pre-
ference shares are just like a deben-
ture and that the lawyers, who have
been discussing this problem for the
last 50 years, have come to the con-
clusion that the preference shares
should be treated more in the nature
of security holders than in the nature
of shareholders. This is what he says:

“The result is that after law-
yers have spent some fifty years
trying to teach lay investors that
there is a fundamental distine-
tion between Preference shares
and debentures, the lawyers them-
selves have ended up by being
largely converted to the layman's
original view that both are really
“charges” rather than “equities”.
Today, Preference shares may be
expressly created as redeemable
and even if they are not, it seems
that they may be redeemed at the
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option of the company through
the medium of a reduction of
capital. And under the canons of
construction finally adopted the
probability is that they will con-
fer only a right to a fixed return
of both dividend and capital. In
both respects they closely resem-
ble debentures.”

Finally, he says:

“True, they are members of the

' company, but, as it is usual ex-

pressly to deny them voting

rights except,in special circum-

stances, in this respect too they

do not greatly differ from deben-
ture-holders.”

I shall give two more quotations. I
wo not want to take more time, but
those quotations are relevaat on this
question which I consider as wvery
important. I would quote from an
American author, Mr. Levy who has
stated his opinion at page 562 of
Volume II of his book Private Corpo-
rations and Their Control. Here is
what he says:

“It may lead to awkward con-
sequences if the holders of pre-
ference shares have a vote in de-
ciding what the ordinary share-
holders shall or shall not receive.
For this reason it has become
usual, especially in Great Britain
and U.S.A. to provide that the
preference shares shall carry ne
voting rights. They may be de-
prived of a vote once and for all
or for so long as they receive
dividends. Further there were
cases, especially in Germany,
where companies mostly very
prosperous ones, issued shares
with a very low dividend prefer-
ence; as for example, four per-
cent without further participation
and correspondingly with limita-
tion on their quota to the par
value of the share in the event of
winding up, with a voting prefer-
ence in the form of a multiple
vote. In this way it became pos-
sible to secure the control of large
corporations by means of small
investments.”
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Now, I shall quote the views of
another author whom I regard as a
very great authority and who is ac-
cepted as such in America—Ballan-
tine. He also says:

“Preference shares are custo-
marily given only on contingent
voting rights for directors, which
arise in the event of non-payment
of dividends for a specified num-
ber of dividend periods, in order
to give primary control of mana-
gement to the common shares
while all goes well.”

Now, I am not saying that on ques-
tion of principle, whether the prefer-
ence shareholders should have a right
to vote or not. If you feel that they
should have a right, let them have a
right. My objection is, what is the
basis for distinction between the ex-
isting preference shareholders and the
future preference shareholders? This
distinction, if 1 may say so, is not
based on any scientific reasoning or
on any proper ground. It is, in a
way, arbitrary. The shares issued so
far or issued till the date of the pas-
sing of this Act will have unqualified
voting right but the shares issued
thereafter would not have a voting
right in this absolute manner. In
actual practice also, there may
be some difficulty. There may be a
company which has got preference
shares; the equity shareholders of
that company would not know whe-
ther these preference shares are
issued before or after the commence-
ment of this Act. They would not
also know what their rights are with
reference to the rights of the prefer-
ence shareholders. It may be that
the equity-shareholders are under
the impression that preference share-
holders have no voting rights when
in fact the preference shareholders do
have such rights or vice versa.

I must confess that I did raise thie
point in the Joint Select Committee,
but I could not pursuade that com-
mittee to accept my views. Therefore,
1 have taken the liberty of moving my
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amendment. I do hope that the
House will give serious consideration
to my amendment and, if possible,
accept it.

Shri Sadhan Gupta (Calcutta South-
East): Mr. Deputy-Speaker, I shall
confine my remarks to only a few
clauses in this group which seem to
me to involve certain principles of
more or less importance.

Mr. Deputy-Speaker: The hon.
Member will kindly stop for a while;
let me read out the names of those
hon. Members who have sent chits to
me giving the numbers of amend-
ments which they would like to be
treated as moved: Shri T. S. A.
Chettiar, Shri Bansal, Shri Morarka,
Shri Tulsidas, Shri . D. Somani,
Shri Thimmaiah, Shri U. M. Trivedi
and Shri K. K. Basu.

Shri Kamath: What about my
amendments?

Mr. Deputy-Speaker: Why did not
the hon. Member pass on a chit to
me? He has not cared to conform to
the procedure that has been laid. The
hon. Member thinks that he can al-
ways have an exception made in his
case.

Shri Kamath: There is no exception;
1 did not know.

Mr. Deputy-Speaker: I
speaking to myself.

Shri Kamath: Next time I will send
a chit.

Mr. Deputy-Speaker: The hon.
Member can wait till the next group
of clauses is taken up and then send
the chit.

Shri Kamath: This system is very
rigorous. There are not many am-
endments in my name.

am nnt

Mr. Deputy-Speaker: I can make no

exception.

Shri Sadhan Gupta: Shall I conti-
nue?

Mr. Depuiy-Speaker: Yes.
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Shri Sadhan Gupta: The first clause
of importance in this group is clause
84. That, apparently, is restricted
only to the definition of classes of
shares—preference shares and equity
shares. What I object to in clause 84
ig this. I find that in this clause there
is a permission by way of definition
to make dividends free of income-tax
or subject to income-tax. We all
know that the Taxation Enquiry
Commission has set its face against
paying dividends free of income-tax,
and it is a very correct policy also.
The reason is that if you permit divi-
dends to be paid free of income-tax,
it means that the small shareholders
lose the amount on their shares be-
cause a lot of money would go in pay-
ing income-tax for the bigger share-
holders. It is from this point of view
as well as from the point of view of
preventing concentration of wealth
that the person receiving the divi-
dend should bear his own income-tax
and the dividend should not fluctuate
with the increase or decrease of the
income-tax. What I am worried
about is the increase of the income-
tax, because as far as we can see, we
are likely to increase our taxes and
not to decrease our taxes. Therefore,
I would very much wish that in
clause 84, the particular phrase “which
may be either free of or subject to
income-tax” is omitted.

I now come to clause 8B8. This
clause provides for the termination
of disproportionately excessive voting
rights and prescribes a period for the
purpose. I do not see why for the
termination of such inequitable rights
a period of three years should be
provided. I should think that a period
of one year is sufficient and we need
not give the holders of such dispro-
portionate rights and such unconscio-
nable rights, shall we say, any fur-
ther period for the purpose of keep-
ing their disproportionate rights.
There is one other thing in clause 88
concerning which I want to say some-
thing. This is regarding the appoint-
ment of a managing agent or secre-
taries and treasurers. We on this side
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of the House are against the appoint-
ment of managing agents, or secreta-
ries and treasurers at all and so, from
that point of view we would wish to
delete that particular right. Of course
that would be consistent with our
opposition to the provisions regard-
ing the managing agency and secreta-
ries and treasurers. Of course, if
those provisions remain, then we are

in favour of prohibition.

There is another clause which rather

‘ perplexes me. It is the first part of
clause 89. Clause 88 saves some
rights. One of the savings is that the
disproportionate voting rights will
continue subject to clause 88. Clause
88, as far as I can see, describes the
amount of the disproportionate rights
which are exercisable, pending their
termination. I do not see why another
provision should be introduced to
save these rights further. I do not
pretend to be an expert in company
law, but with whatever acumen I
have, 1 have not been able to see the
justification of clause 89. As far as
I can see, this is going out of the way
into saving these disproportionate
rights and this may lead to some
difficulties. This is giving wundue
rights to holders of disproportionate
voting rights for a period of three
_years, Therefore, my first impression
is that this particular provision should
be deleted.

Then, I come to clause 92. Clause
92 makes a provision that the com-
pany may pay dividend in proportion
to the amount paid up on the shares.
There is a clause which entitles the
company to accept money in addition
to the money paid up on the shares,
if the shareholder offers it. The com-
pany may accept that money. Having
accepted such amount, I do not see
why the company should not pay
dividend on such amount. Of course,
the company may not accept the
money even if the shareholder offers
it. But when the shareholder offers
to pay an amount which is more than
what he is required to pay or what
he can be forced to pay and when the
company has accepted that amount, 1
do not see why the company should
refuse to pay dividend on that amount.
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Therefore. 1 would prefer that in
this particular clause, instead of
‘may if so authorised by its articles...”
the clause should be, ‘shall...’ that is
to say, it should be obligatory on the
company to pay dividends on the ex'ra
amount which it accepts from the share-
holders.

Shri C. D. Deshmukh: Has the hon.
Member given an amendment to this
effect?

Shri Sadban Gupta: I did not give
any amendment; it is a little late.

Shri K. K. Basu: There is an amend-
ment: No, 448. It is a joint amend-
ment. It wag given today. We could
not foresee that the whole thing will
be coming up.

Shri C. D. Deshmukh: That is all
right. I am not raising any point of .
notice, I just wondered whether I
had made a mistake. It was not in
my list.

Mr. Deputy-Speaker: Notice of this
was given at 1-07 p.M. How can the
Government or any hon. Member be
expected to know this? Without the
permission of the Chair, no rotice shall
be received. When a matter is being
taken up, how can anybody study this?

‘Shri K. K. Basu: Two hours have
elapsed: 3-30 was the scheduled time.

Mr. Deputy-Speaker: I am not going
to allow it.

Shri E. K. Basa: The
willing to accept.

Mr. Deputy-Speaker: If the Govern-
ment accepts, I have no objection.
Even otherwise the Members should
know what is there in it: a lion or
tiger or a lamb. It is rather difficult.

Shri Sadhan Gupta: It is not a very
complicated one.

Clause 93 enables companies to in-
crease the share capital. It is under-
gtandable that in a laissez-faire eco-
nomy a company may do whatever it
likes with its capital. The company
is the ‘sole judge of what capital it is
to have and whether it should increase
it or reduce it and all that. But. we are

Minister is
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pledge not to a laissez-faire economy
but to a planned economy and to a
socialistic pattern of society as it
has been repeatedly said. In this case,
when there is an increase of share
capital, there are various considera-
tions other than the desire of the
shareholders, and one of the very im-
portant considerations is the effect of
the increase on the economic struc-
ture and on the general pattern of
society.

[PawprT THAKUR
in the Chair.]

It may not be desirable that a particu-
lar company should expand, and on
the other hand, it may be desirable that
other industries should expand. We
have been advocating on this side of
the House some scheme by which the
surplus capital of any company may
be pooled for investment in more de-
sirable channels under the direction
of the State, some kind of an invest-
ment pool for the purpose of
channelising the surplus capital
of one industry to another. For
this purpose, I  submit that this in-
crease of share capital when it is
made, must be subject to the approval
of the Central Government and the
Central Government, of course, would
give its approval after taking into
consideration the desirability of ex-
panding that particular industry or of
diverting capital to some other indus-
try.

Lastly, I have something to say on
clause 106. Clause 108 gives the dis-
gentient shareholders some protection
against the variation of the rights of
a particular class of shareholders. It
is said that if not less than 10 per
cent of the shareholders apply to the
court for the purpose of cancelling the
variatlon, the court may cancel it or
confirm it, It is also said that they
must do it within 21 days. I am ob-
jecting to both the percentage and to
the number of daysallowed. I think
the percentage is too high and the
rumber of days allowed is too few.
The reason is this. We know that in
India,....

Shri C. D. Deshmukh: Are there also
amendments to this effect?

Das BHARGAVA
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shri Sadhan Gupta: I have got
amendments.

Shri C. D. Deshmukh: Are they ad-
mitted or received?

Mr. Chairman: No new amendments
now.

Shri Sadhan Gupta: I can make sug—
gestions.

Shri C. D, Deshmukh: The sug-
gestions are, in fact, amendments,

Shri S. S. More: Can we not criticise?

Shri C. D, Deshmukh: Can criticise?
either for dropping a clause or retain-
ing it. But, an amendment has to be
given. .

Mr. Chairman: Comments on clauses
are always allowed.

Shri 8. S. More: In the course of the
discussion, can we not make construc--
tive suggestions...

Shri K. K. Basu: In the course ot
the discussion, he can make sugges-
tions.

Shri Sadhan Gupta: What I was
suggesting is  that the percentage
should be reduced to 5, and 7 more
days should be allowed. The reason
is this. It has been found that, with
the keenest canvassing, only 50 per
cent of the voting rights can be gather-
ed together. That is with the keenest.
canvassing. In the variation of the
rights of the shareholders or a class
of them, it may be that the canvassing
will not be keenand very few of the
shareholders may attend. In any case,
where the shareholders are not in a
position and are not in the habit of
taking interest in the company’s aff--
airs. it is very difficult to get 10 per
cent of the members together and it
should be enough to get 5 per cent of
the members to apply. When a matter
is to be decided by a court, there is
no harm in reducing the percentage.

Regarding the number of days, if’
you insist on 10 per cent or 5 per cent,
you have to give the time to get the
different shareholders together
and make them  apply together.
Twenty-one days may be very
littlee. For example, the share-
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holder who wants tomove, may not
have been present at the meeting in
which the question was decided and
he may come to know of it much later.
In that case, he has to write to the
shareholders or perhaps go about if
it is convenient and get together other
shareholders to join with him, There-
fore, even if it was 5 per cent. seven
days more should be allowed. That
argument is very much strengthened
if 10 per cent is fixed as the minimum
limit. Therefore, I have made these
suggestions on this group of clauses.

Shri KEamath; On a point of order
and procedure, may I seek on informa-
tion from you, Sir, whether there is
any likely prospect of the Deputy-
Speaker coming back to the Chair or
will you continue till the end, because
the point relates to a ruling given by
'the Deputy-Speaker.

Mr. Chairman: ] am sorry, I cannot
glve any information; I do not know
if the Deputy-Speaker is coming back.

Shri Kamath: Or I shall raise the
pont of order; you may dispose of :t.

Mr. Chairman: If the hon. Member
-wants to raise a point on which the
Deputy-Speaker has already given a
ruling, it would be better if he can
raise it when he is in the Chair.

Shri Kamath: I shall sit on.

Shri S, 5. More: In that case, all
‘these rulings become personal.

Mr. Chairman: Is that a point for
objection? I know my duty and I will
settle every point that arises. As the
same time,...

Shri 8. 5. More: May [ make a sub-
mission? We have to interpret the
rules. We can make our own submis-
glons for the acceptance or ruling of
fhe Chair.

Whosoever is in the Chair, if I make
a submission...

Mr. Chairman: 1 do not want to be
advised in a matter like this, [ know
my duty very well.
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Shri 8, 8. More: I am not trying to
advise you.

Mr. Chairman: At the same time, it
is not a point of order at all, and I
have already requested the hon. Mem-
ber to raise the matter later.

Shri 8. §. More: My obiecton is .....

Mr. Chairman: Isit a point of
order or not? [ am distinctly putting
the question to the hon. Member.

Shri 8. S. More: My submission is...

Mr. Chairman: There is no question
of submission.

Shri 8. S. More: You are not listen-
ing to me.

Mr. Chairman: Order, order. [ will
not listen to him.

Bhri 8. 8. More: With due deference,
I want to submit that the ruling...

Mr. Chairman: ] do not allow him
to submit anything at this stage It
does not relate to any point of order.
What is the point of order that the
Member is raising?

Shri 8. 8. More: Will you kindly
give me some patient hearing?

Mr. Chairman: There is no guestion
of patient hearing. Unless there is
any point of order, I cannot allow any
submission.

Shri S. §. More: Unless you allow
me to make a point... .

Mr. Chairman: I wanted to know
from the hon. Member if there was
any point of order. If he says thereis
a point of order, I will certainly allow
him.

Bhri 8. 8. More: So. I will have to
repeat that mantram.

Mr. Chairman: If there is no polnt
of order. I do not wish to allow,
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Shri Bansal: My amendment No. 441
to clause 85 says:

Page 49, after line 12, add:

“provided that Government shall
have power to authorise the issue
of any other kind of share capital
in special circumstances”.

This relates to the issue of share
capital. Under the Bill only two kinds
of share capital will be allowed to be
issued in tuture.

Some Hon. Members: We have not
got the amendment.

Shri Bansal: It was circulated, It
was given notice of in the morning at
10.30 and it has been circulated.

Mr. Chairman: The hon. Member
tully knows that if notice is given to-
day, unless the Government agrees
that amendment is usually not allowed.

Shri C. D. Deshmukh: We have not
received a copy. I do not know.

Mr. Chairman: Copy may be receiv-
ed now, but unless the Government is
agreeable, the practice is that it will
not be allowed to be moved,

Shri Bansal: It was given at the
Notice Office at 10.30 and it was receiv-
ed by the Notice Office.

Mr. Chairman: It should have been
given yesterday.

Shri Bansal: I am in the hands of
the House.

Mr. Chairman: Then, the hon.
Member does not want to proceed?

Shri Bansal: 1 want to proceed.

Mr. Chairman: The point is this, If
the notice is not given in time, the
amendment cannot be allowed, but at
the same time if he wants to speak
on any of the clauses; I will allow
him to speak.

Shri T. 8. A. Chettiar (Tiruppur):
But not on that amendment.

Shri Gadgil (Poona Central): This
is somewhat important. It would be
only fair to the House if we had
received a copy.
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Mr. Chairman: The copy would have
been necessary if I had allowed the
amendment. I am not allowing it to
be moved.

Shri Gldcﬂ He can say what he
wants to say. Speech cannot be banned,
Shri Bansal: First, I wanted to
move my own amendment.

Mr. Chairman: The amendment can-
not be allowed to be moved, I am
sorry.

Companies Bill

Shri K, K. Basu: What about sug-
gestion?

Shri Bansal: I can make my sug-
gestion which arises out of the speech
made by my hon. friend Shri Asoka
Mehta when he spoke on the Bill as
reported by the Joint Commitice. He
made a suggestion that Government
should take power to authorise the
issue of different types of share capital,
ie., other than equity and preference
share capital, and my small amend-
ment only gave Government power to
allow this in special circumstances to
certain companies, and it will be appli-
cable more to Government companies
to issue other types of shares also. I
would very humbly request the hon.
Finance Minister to give consideration
to my suggestion.

Then, I come to the amendment by
my friend Shri Morarka, I oppose
that amendment. Shri Morarka refer-
red to the report of the Company Law
Committee. I am also referring to
that very report. On page 37, sub-para
(v) the Committee said:

“as regards existing companies
which have issued any shares, by
whatever named called, conferring
on the holders thereaf voting rights
more favourable than those which
we propose should be conferred in
future on the holders of equity
capital......Act, reduce the voting
rights in respect of the shares
first mentioned so as to bring them
into conformity with the wvoting
rights  attached to such equity
shares under sub-section (1) of
section 86"
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Shri Morarka: My hon. friend has
not understood my point. I am not
against cutting down the disproportion-
ate woting rights, With that I have
got no dispute. Clause 89 says that so
far as the existing preference shares
are concerned, they would not be
touched at all. There is no question of
disproportionate right in that case at
all. Clause 89 will save clause 88,
Clause B9 does not apply to clause 88.

Companies Bill

Shri Bansal: That is exactly my
point. Clause 89 does not apply to
clause 88. While Shri Morarka felt
that clause 89 will save clause 88. It
does not save. Clause 88 remains as it
is, and that is exactly my point. The
Bill, therefore, carries out completely
the recommendations of the Company
Law Committee, and that is why I
eppose his amendment That is my
brief point.

Shri T. 8. A. Chettiar: I have heard
my hon. friend Shri Bansal's argu-
ments. My amendment No. 74 is just
the same as Shri Morarka's.

These clauses 81 to 89 are  basic
ones because they regulate the forma-
tion of the company, Previously there
were many kinds of shares. There was
equity capital and preference capital,
and there was also what was called
deferred shares, and a good lot of abus-
es existed because of  difference in
voting rights. As a matter of fact, the
Company Law Committee in page 35
of their report have very clearly point-
ed out the problems before them. They
have said:

“Some witnesses appearing be-
fore us commented adversely on
three practices— (a) the eonfer-
ment of voting rights en
rence share-holders in the same
myandonthesamemsufu
ordinary share-holders, (b) the
absolute denial of voting
rights to preference share-
holders and (¢} the more
mtmcﬁcedlmademd
shares with  disproportionate
voting rights which grew up
rapidly since the outbreak of
World War IL"”
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I have heard there are companies
in which certain gentlemen have Rs. 3
lakhs and Rs. 50,000 worth
of one rupee deferred shares and
each share of one rupee is equal to
Rs. 100 of the other shares, and it
requires no argument to be adduced
in this House that these dispro-
portionate voting rights are the
bane of company administration till
now. The Company Law Committee
have also stated that some  people
wanted to explain away the existence
of the deferred shares. Later on in
their report, they say that these defer-
red shares are not good, that these dis-
proportionate rights are not good. What
these clauses have done is just to put
down in legislation what the Company
Law Committee has recommended.

We recognise two kinds of shares,
and that is equity and preference
capital. And later, when we come to
clause 88 we have also accepted the
recommendations of the Company
Law Committee and three years have
been given to the companies to ad-
just themselves, to abolish deferred
shares, the disproportionate voting
rights and to fall in line with the
provisions of the Companies Act. Dur-
ing the transitional period they have
laid down certain conditions as to how
these disproportionate voting rights
must be exercised. Sub-clause 2) of
clause 83 reads:

“ ..(a) any resolution relating to
the appointment or re-ap-
pointment of a managng
agent or  secretaries and
treasurers er to any varia-
tion in the terms of an agree-
ment between the company
and its managing agemt or
secretaries and treasurers;

(b) any resolution relating to the
appointment of buying or
selling agents;

) sny resolution relating 4o the
grant of a loan or to the giv-
ing of a guaraniee or any
other financial assistance, to
any other body..."
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On these resolutions, even during the
transitional period, there should not
be  disproportionate voting rights
There is an amendment moved to this
clause by my hon. friend Shri K. P.
Tripathi and three others, namely
amendment No. 394, Amendment No.
394 says that an addition should be
made to sub-clause (2) of clause B88.
That sub-clause now provides for three
resolutions on which there should not
be recognised any disproportionate
voting rights. A fourth category has
been suggested by my hon. friend Shri
K. P. Tripathi, and that is 'any reso-
lution relating to the election of a di-
rector’. In fact, that is the most
fundamental thing on which there
should not be any disproportionate
voting rights. Supposing these dis-
proportionate voting rights are being
held over for a period of three years,
it may happen that a director is elect-
ed yesterday and he may continue for
three terms of three years each and
in this way he may go on for nine
years. So to my mind, the resolution
relating to the election of a director is
also one of the most impor-
tant matters where dispropor-
tionate voting rights should not be
permitted, even in these three years.
So, 1 feel that this amendment No. 384
should be accepted, and this resolu-
tion also should be added to clause 88
(2), if we are to plug the loopholes
even in these three years.

It is true that the Company Law
Committee have not found fit to in-
clude this resolution. They have
mentioned only the three resolutions
that we now find in clause 88 (2).
But still T would consider that this is
an important amendment which should
be accepted. I am not one of those
who believed that the company Law
Committee’s report is the end of all
wisdom. Certainly, we take their
suggestions into consideration with
great respect.

I do not think that the interpreta-
tion which my hon, friend Shri Bansal
has given in regard to clause
¢ (a) is correct, because
nowhere have the Company Law Com-
mittee said that the preference share-
holders must be maintained with their
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present voting rights. They have never
said it anywhere, and no suggesiion
has been made also to that effect. The
fact that they have not specifically
said anything in this regard should not
be taken to mean that, because they
have said very clearly that dispropor-
tionate voting rights of all kinds must
be abolished, and therefore, it follows
that this must also be abolished. I
do not see any reason why we should
have this saving clause under clause
89(a). This particular sub-clause
saves the differential voting rights of
the preference shareholders. That
means that eternally the differential
voting rights preference shareholders
in companies registered before the
commencement of the Act will be main-
tained. To my mind, that is not a
very good state of affairs.

People talk about the sanctity of
contract. But when we have inter-
fered with the sanctity of the dispro-
portionate voting rights of all other
people including deferred shareholders
who exercised the greatest amount of
voting rights—a one rupee deferred
shareholder used to exercise voting
rights going with hundred rupee
shares—and we have done away with
that, I do not see any reason why we
should retain the disproportionate
rights of only preference shareholders.
I do not see there is any case for
doing so. If the Joint Committee
have failed to do justice to that point
of view, I think this House must cor-
rect that I hope, therefore, that
amendment No, 74 as moved by me,
which is the same ag that moved by
my hon, friend Shri Morarka, will be
accepted by the House.

Now, I come to clause 110. This
clause deals with power to refuse re-
gistration and appeal against refusals.
Whenever a shareholder wants his
transfer to be accepted, but for rea-
sons known to the directors, they re-
fuse that transfer, then there is " an
appeal provided for the shareholder to
Government. I would like to know
what will happen to cases of inheri-
tance, where persons have got the
transfer by devolution or through
courts. In such cases, I imagine, no
appeal to Government should be neces-
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sary, and that the mere fact of a court
judgment—it may be a district court
or a sub-court or a munsif's court to
which the party may have gone—
would be sufficient. If the court
judgment says that a particular share
belongs to a particular person, then
in my opinion no more appeal need be
made to Government, but the court
judgment should be acted upon by
the company. I hope that is the in-
terpretation that is to be borne upon
clause 110, even taking it in conjunc-
tion with other clauses. I want Gov-
ernment to examine this point of view:
and I hope that my understanding of
these clauses is correct.

Shri C. C. Shah: Amongst the
group of clause which we are consi-
dering now, namely clauses 81—144,
the most important clauses in my
opinion are clauses 84—=89% and 110.
Clauses 84—89 deal with dispropor-
tionate voting rights, and the rights
of preference and deferred share-
holders. These are entirely new
clauses, which we do not find either
in the existing cdmpany law or in
the corresponding English law. The
necessity for these clauses has arisen
from the abuse which we have notic-
ed from the Company Law Commit-
tee report, and which my hon. friend
Shri T. S. A. Chettiar just now refer-
red to.

Those in managernent issue wvarious
classes of shares with two objects.
Sometimes, a preference share is is-
sued with certain extra rights with a
view to attract capital; and it may be
a legitimate purpose to do so. But
more often than not, deferred or pre-
ference shares are issued not with a
view to attract capital, but with a
view to obtain control of the manage-
ment of the company, without paying
the proportionate amount of share
capital which a control would require
to be paid. It is the second kind of
abuse which has necessitated this kind
of clauses.

As regards preference shares, the

position of the preference shareholder
Is a little anomalous. He s melther a
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creditor, because the rights of a credi-
tor are more than those of a preference
shareholder, nor is he an ordinary
shareholder. He js g shareholder,
because he does risk his capital. But
the risk to his capital as also to his
income is qualified or limited. As re-
gards preference shareholder, the prac-
tice used to be at one time that full
rights were given to him along with
ordinary shareholders of all kinds.
Another time, we found the practice
of complete denial of rights to prefer-
ence shareholders of any voting at all
on any subject or at any time. The
healthier practice in recent times has
been to give them qualified rights of
voting on particular occasions, when
their dividends are in arrears of their
interests are likely to be affected.

Now, a preference shareholder, as I
said, is undoubtedly entitled to have
some voice in the management because
it may be that the ordinary share-
holders by their imprudent manage-
ment or by risky adventures which
they may go into may even wipe out
the capital of the preference ghare-
holders. Therefore, the preference
shareholder cannot altogether be de-
nied the right of having some voice in
the management.

It is very difficult to adjust or
balance between the rights of per-
ference shareholders and the rights of
equity shareholders. The preference
share-holder is at all times in & con-
servative frame of mind, and does not
like to take any risk to his capital
and therefore, he acts as a brake upon
any expansion of the particular indus.
trv in which he has put his capital.
On the contrary, the equity sharehol-
der desires development of the indus-
try for which he has put his money,
because he wants higher returns for
his capital. In this delicate position
between the two classes of share-
holders, the healthier practice in re-
cent times has been, for all good
managements, to give the prefererce
shareholders qualified rights of wvot-
ing. And these provisions which we
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have now embodied in this Bill re-
cognise that healthier practice, and
give legislative sanction to it.

I refer now to the case of deferred
shareholders. As I said, this is s
practice which has arisen during the
war. I can give you numerous ins-
tances of persons who without run-
ning any ,substantial risk of their
capital have acquired an overwhelm-
ing control of the management of
the company. I can give you a few
of such instances, because it is very
interesting to know how  they are.
My hon, friend Shri T. S. A. Chettiar
referred to a company in  which
there are deferred shares of the value
of Rs. 3,50,000 of Re. 1 each, and all
those shares have been taken by the
management.

In the company, there are ordinary
shares of Rs. 10 each, and there are
preference shares of Rs. 100 each and
each shareholder has an equal vote.
So that a deferred shareholder who
has paid Re. 1 has equal vote with a
preference shareholder who has paid
Rs. 100.

Shri Gadgil: Democracy with a
vengeance.

Shri C. C. Shah: In this manner, the
capital structure has been so devised
as to enable the managing agents,
with the help of the solid wvoting
power carried by the large block of
3,50,000 deferred shares, to continue
to control the undertaking even with-
out holding ordinary shares, if so de-
sired.

There is another company, for ex-
ample, in which there are 20,000 de-
ferred shares of Rs. 10 each, 10,000
ordinary shares and 8,000 preference
shares of Rs, 100 each. Out of the
deferred share, 10,000 have been
allotted to the managing agents in
ronsideration of the sale of the under-
taking to the company by them. Thus
the managing agents, without paying
anything in cash, gained the control
of the company. The Bombay share-
holders memorandum has given nu-
merous and very interesting examples
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of the manner in which those in ma-
nagement gain for themselves dis-
proportionate voting rights. Now,
clause 88 seeks to do away with those
disproportionate voting rights, but
a period of three years is given to
them to bring them on a par with the
provisions made in clause 86. But
there are certain matters of vital im-
portance which arise immediately;
and on which these disproportionate
voting rights cannot be permitted to
be exercised even for a period of three
years and, therefore, it is provided
in sub-clause (2) that in regard to
the matters therein mentioned, they
will not continue to exercise those
voting rights even during that period.
But there is an amendment, No. 394,
which is a very important amend-
ment, which says that they will not
exercise those disproportionate voting
rights even on any resolution relat-
ing to the election of directors. If
we do not introduce that amendment,
the result will be that for about six
years, or possibly nine years—because
there is retirement of one-third direc-
tors every year—those deferred share-
holders who have  disproportionate
voting rights will continue to have
their nominees vn the board by exer-
cise of those disproportionate voting
rights, I , therefore, submit that that
amendment is a matter of equally
vital importance as the appointment
of buying and selling agents or ap-
pointment of managing agents or
scretaries and  treasurers. I hope
Government will accept that amend-
ment.

Shri C. D. Deshmukh: We are go-
ing to accept it.

Shri C. C. Shah: I am glad to
learn that (Interruptions.)

As regards clause 89, which is a
saving clause, my friend, Shri Mor-
arka, has very ably explained the
amendments which he has moved to
it. But there are two things about it.
Preference or deferred shareholders
have two things: one, the dispropor-
tionate voting rights which they have,
and secondly, the subjects on which
they can vote. As regards the savings
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which we have made, so far as dis-
proporationate voting rights are
concerned, whether it is preference
shareholders or deferred share-
holders, clause 88 is tha overriding
clause  which removes those
rights for existing as well as
furture shareholders, But so far as
the rights as to the subject-matter on
which preference shareholders can
vote are concerned, this clause saves
the existing situation and, therefore,
if in any articles preference share-
holders are at present permitted to
vote on matters other than arrears of
their dividend or where their interests
are affected, those rights continue.
The second saving clause is that if
there are any rights attached 4o
those shareholders, namely, preference
and deferred shareholders, which are
rights relating to dividend, capital or
otherwise, those rights are saved.
That is to say, if deferred share-
holders are paid higher dividends
jrrespective of their shareholding or
the amount of their shareholding or
if they have a right in winding up,
in repayment of capital to be paid
their capital in preference to any
pther shareholders, such kinds of
rights are being saved for the exist-
ing shareholders. Arguments can be
advanced both ways, and forcibly. On
the one side, it can be said that pre-
ference shareholders htave risked their
capital, knowing that these are the
terms on which they are enabled
to risk their capital; on the other
hand, it can be said—and 1ogicall;r
and rightly, in my opinion—that if
you do away with those rights for
furture shareholders, there can be no
justification to continue them for the
existing shareholders either. It is for
the Covernment to consider which
course of action they would like to
follow under these circumstances. The
recommendations of the Bhabha
Committee—I have carefully scrutini-
sed them—are capable of both mean-
ings.

§hrl Gadgll: That is the trouble.
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Shri Bansal: 1 am
that.

Shri N. P. Nathwani: Only one
meaning.

glad he says

Shri C. C. Shah: Of course, when
my friend, Shri N. P, Nathwani, says
‘only one meaning'—] am only a soli-
citor; he is an advocate; and there-
fore, one would accept the advice of
an advocate in preference to that of
a solicitor—I prefer to go by his opi-
nion. .

Shri T. 8. A, Chettiar: Even in
spite of that, we can do it.

Shri C. C. Shah: I agree with
Shri T, S. A. Chettiar, Even if the
Bhabha Committee had said some-
thing to the contrary, we can have
our decision. We have done so in
several cases, when we found that
the recommendations of the Bhabha
Committee did not go to the length
that they should. For example, we
have included the terms relatives in
the definition of ‘associate’—which
they did not—and we have differed
from their recommendation where it
is ambiguous. Therefore, I would
request the hon, Finance Minister to
give his anxious consideration to the
arguments so ably adduced by my
friend, Shri Morarka,

Then I will come to clause 92. I am
making a passing reference to it be-
cause an hon. Member opposi‘e asked
whether, when the member of a com-
pany paid uncalled capital in advance
the company must have obligation to
pay dividend on the uncalled capital,
which the member has paid without
the capi‘al being called. 1 do not
think that is fair, because the com-
pany has not called that capital.
Therefore, it is wisely left to the arti-
cles to provide by contract whether
if a member in advance pays uncalled
capital, the company should pay divi-
dend on it. That is the existing
law—sub-section (3) of section 49
Therefore, 1 submit that there is no
reason to amend clause 92.
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Now, I come to a very important
clause, clause 110, which has given
the right of appeal against, refusal
to transfer shares. That, in my opi-
nion, is a very imporiant clause. The
legal posi.ion at present is that where
the management or the board of
directors refuse to transfer shares,
the shareholder has no remedy, unless
he proves that the refusal is mala
fide. It is always very difficult to
prove mala fides of any board of
direc'ors. Parlicularly, judicial de-
cisions have said that where the board
gives no reasons for its refusal, the
court will presume that it has acted
bona fide in the interests of the
company, and in the absence of any
reasons by the board, the court will
not infer any mala fide; when no
reasons are given, the court will not
ordinarily interfere with the absolute
discretion vested in the board. There-
fore, the position is that even when
a transferee has purchased the shares
for full consideration and goes for
transfer, if the board either arbitra-
rily or capriciously refuses to re-
cognise the transfer, he has in fact
no remedy. Now, that has led te
several abuses, I can understand that
in some cases there may be a good
reason or justifica’ion for the board
to refuse to recognise the transfer
The person may be an undersirable
person, It may be that that person
acquires those shares....

Shri U. M. Trivedi: How un-
desirable?

Shri €. C. Shah: I need not go
into the motives of people. I know
some cases in which this has hap-
pened, It may be that that person
acquires those shares with ulterior
motives. There may be a very good
company in the hands of a first-class
management, and some speculater
desiring to get control of that company
because of its large reserves or for
any other reasonm, may  corner the
shares of that company at any price,
and then remove the good manage-
ment and get control of that com-
pany for these reserves. Such cases
have occurred, recently. Therefore,
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all that we do is to give a right of
appeal to the Government. The Gov-
ernment will consider the matter very
carefully whether the refusal of the
management to transfer is on good
grounds. That is why we have also
said that any inquiry held by the Gov-
ernment shall be confidential, because
the management may not like to dis-
f:lose all those reasons publicly for
its refusal—it may not be in the
public interest even that such reasons
should be disclosed.

Shri U. M. Trivedi: That is all the
more reason why that man should go
to the High Court in that case.

4 p

Shri C. C. Shah: Well, my hon
friend is very much enamoured of
High Courts. I have also a legal
praciice of 30 years....

Shri Gadgil: Don't say what you
did there.

Shri C. C. Shah: I am not going
to say that. But, there are occasions
when a judicial enquiry cannot do
certain things which can be done only
by an executive order or a depart-
mental enquiry. I do concede that
I have the highest respect for the
judiciary and I do concede that ordi-
narily speaking 1 would certainly
prefer to appeal to the High Court. If
the management gave reasons for their
refusal, then, certainly, the man can
easily go to the High Court. But, my
hon. friend knows, as well as 1 do,
that deliberately the managements
do not give reasons for their refusal
to avoid or prevent people from going
to the High Court and in several cases
that I know of where transfers have
been refused they have an absolute
discretion and the articles provide that
the management shall not be bound to
give any reason for its refusal.

Shri U. M. Trivedi: I may put
a question to my hon. friend if he is
prepared to answer. I may be a very
undesirable person for him and he
may be equally undesirable for me,
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[Shri U. M. Trivedi]
A particular party may be undesir-
able for you and for that party you
may be very undesirable and that
cannot be an excuse for saying that
it should be hushed up and that the
decision should not be taken before
a court of law and all the more so
when we have got provisions of arti-
cle 226 of the Constitution. We
should also see that the man should
get natural justicee. Why not allow
him to go to High Court?

Shri C. C. Shah: In a matter of
this nature to go to the High Court
would mean taking 6 or 7 years. A
transaction in the nature of transfer
of shares cannot be permitted to be
delayed for years together. It is a
matter which requires expeditious
and speedy decision. A man may go
to the High Court or the Supreme
Court; the litigation may drag on for
years and years on end.

Shri Altekar (North Satara): Be-
sides, is it not a question of policy
also?

Shri C. C. Shah: It may also be a
question of policy to a certain extent.
If my hon. friend has no confidence
in Government then I have no argu-
ment with him. But, we have given
so many powers to the Government
(Interruption). The whole basis of
the powers that we have given to the
Government is that we have con-
fidence in the Government and, &s
my hon. friend, Shri Altekar points
out, and rightly too, this may become
sometime a matter of policy, whether
the Government would permit a cer-
tain kind of transfers or not, when
a speculator for reasons other than
the industrial development of the
country, for ulterior motives, has cor-
nered shares in a certain company. I
know, in an Insurance Company—and
my hon. friend Shri Tulsidas Kila-
chand knows it very well—how a
share whose value was Rs. 200 was
purchased for Rs. 2,200—and the pur-
chasers were even prepared to pay a
higher price—and the management re-
fused to transfer the shares for very

good reasons. The litigation dragged .
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on for years and years. Therefore, I
submit that the provision which we
have made in clause 110, while it is
wholesome in the sense that it pro-
tects the interests of the shareholders,
it is also expedient in the sense that
it would make for speedy decision at
a level at which it should be made.

My hon. friend, Shri Tulsidas Kila-
chand will give his reasons for the
amendments which he has moved and
I do not want to anticipate him. He
wants to go to the High Court and he
wants the High Court wherever we
have put the Central Government.
The usual reasons which I have ad-
vanced against my hon. friend will
be advanced with great advocacy be-
cause he is as good an advocate of his
case as I am of my case. I support
clause 110, with Government amend-
ments. '

Mr. Chairman: The following are
the amend ts to cl Bl to 144
of the Companies Bill, which the hon.
Members have intimated to be moved
subject to their being otherwise ad-
missible:

Clause No. Amendment Nos.
84 299
86 300, 301, 302, 303, 392
87 174
88 394
89 74 175, (Ame as 74), 176
93 115, 116
110 268, 269, 396, 270, 271, 272,
117, 273, 179, 180, 274, 275
181, 276, 182, 277, 278, 183,
279, 184, 185, 3C4.
112 118
139 188
144 3905

Shri Morarka: Has amendment
No. 175 been added?

Mr. Chairman;: 175 and 74 are the
same.

Shri C. D. Deshmukh: In this new
list amendments Nos. 444, 445, 446 etc.
are not moved.
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Mr. Chairman: They
allowed.

Clanse 84— (Two kinds of -Share-
capital)

Shri C, D. Deshmukh:
move:

were not

I beg to

Page 48, sub-clause (1), line 24 and
lineg 29 and 30,

In paragraph (b) after the words
“winding up”, in both the places
where they occur, insert the words
“or repayment of capital.”

Clause 86— (Voting rights)
Shri C. D. Deshmnkh: I beg to move:
Page 49,

(1) In lines 13 and 14, for the
words “Sections 87 and 88" substitute
the words “Section 88",

(2) Page 489, line 28,

In the Explanation to sub-clause
(2) (a), before the word “reduction,”
insert the words “repayment or”

(3) Page 49-50, For the existing
Explanation to sub-clause 2(b).
substitute the following:

«Explanation—For the purposes of
this clause, dividend shall be deemed
to be due on preference shares in
respect of any period whether a
dividend has been declared by the
compeny on such shares for such
period or not—

(a) on the last day specified for
the payment of such dividend for
such period, in the articles or other
instrument executed by the company
in that behalf; or

(b) in case no day is so specified,
on the day immediately following such
period.” '

(4) Page 50, lines 4 to 11,

Delete Explanation II to clause 86 (2)
(b).
Shri N. P. Nathwani: I beg to move:
Page 50, lines 16 to 18,
for “be in the same proportion as
the capital paid up in respect of the

preference share bears to the total"
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paid up equity capital of the com-
pany"” substitute.

“be the same as it would be if such
preference share capital were equity
share capital”
Clause 87— (prohibition of issue of -
shares etc.)
Shri Tulsidas: I beg to move:

Page 50, lines 22 and 23
omit “or rights in the company as
to dividend capital or otherwise.”

Clause 88— (Termination of dispro-
portionately excessive voting rights
etc.)

Shri K. P. Tripathi: I beg to move:
Page 50
after line 485, insert:

“(aa) any resolution relating to the
election of a director;”

Claunse 89— (Savings)

Shri T. S. A. Chettiar: I beg to
move: '

Page 51
omit lines 27 to 30.
Shri N. P, Nathwani: I beg to move:
“Page 51, omit ]i.r_nes 27 to 30.”
Shri Tulsidas: I beg to move:
“Page 51,—
(i) line 32, after “company” add
“or"; and '
(ii) after line 22, add:
“(c) apply to a public company
or a subsidiary of a public com-
pany, which is not managed by

a managing agent or secretaries
and treasurers.”

Clause 93— (Power of limited com-
pany etc.)

Shri U. M. Trivedi: I beg to move:
(1) Page 52, line 32,
add at the end:

“except the exercise of the power
under clause (e) of sub-section (1).”

(2) Page 52, omit lines 33 to 35,
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Clanse 110— (Power to refuse re-
gistration.)
Shri C. D, Deshmukh: I beg to
move:

{1) Page 59, sub-clause (1),

in line 39 for “sections 107 and 109"
substitute “sections 107,108 and 109"

(2) Page 59, sub-clause (1),

in line 40 after the words “refuse to
register the transfer of” insert the
words, “or the transmission by ope-
ration of law of the right to,”

Shri Jhunjhunwala: I beg to move:

Page 59, after line 42, add:

“Provided however that before
refusing any transfer the com-
pany shall obtain the approval of
the Central Government for such
refusal by writing to the Govern-
ment stating their reasons for
refusing to transfer; and if the
Government is satisfied that the
transfer shall not be in the inte-
rest of the proper working of the
company the Government shall
give its approval and on receiving
such approval the company shall
write to the transferor and the
‘transferee refusing to transfer
the shares giving its reasons for
such refusal.”

Shri C. D. Deshmpkh:
move:

(1) Page 59, sub-clause (2),
in line 44, after the words any
such transfer,” insert “or transmis-
sion of right.”

(2) Page 58, sub-clause (2),
in line 45, after the words “the
instrument of transfer.” insert
the words, “or the intimation of
such transmission, as the case
may be."

(3) Page 59, sub-clause (2),
in line 47, after the word “trans-
feror” insert the words “or to
the person giving intimation of
such transmission, as the case
may be”

Shri U. M. Trivedi: I beg to move:
Page 59, line 47,

I beg to
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add at the end;

“and giving its reasons therefore.”

Shri C. D. Deshmukh: I beg to
move:

Page 60, sub-clause (3),

in line 5, after the word ‘*trans-
feree” insert the words “or the person
who gave intimation of the transmis-
sion Ly operation of law, as the case
may be,”.

Shri Tulsidas: I beg to move"

(1) Page 60, line 7, .

after “a public company” insert
“and where the transfer relates to a
class of shares which are fully paid

up
(2) Page 60, line 7,
for “the Central Government” sub-
stitute “the High Court.”
Shri C. D. Deshmukh: I beg to
move:
(1) Page 60, sub-clause (3),
in lines 8 and 10, after the
word “transfer” insert the words
“or transmission.”
(2) Page 60, sub-clause (4),
in line 12, omit the words ‘“by
the transferor or transferee.”
Shri Tulsidas: I beg to move:
Page 60, lines 12 and 13,
for “the Central Government"” sub-
stitute “the High Court”

Shri C. D. Deshmukh: I beg to
move:

Page 60, sub-clause(4),

In line 15, after the word “transfer”
omit the coma and insert the words
“or transmission.”

Shri Tuolsidas: 1 beg to move:

Page 60, line 20.

for “The Central Government”
substitute “The High Court.”

Shri C. D. Deshmuokh: I beg to
move:
(1) Page 60, sub-clause (5),

In line 21, after the words "to
the company,” insert “and also
h”
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(2) Page 60, sub-clause (5)

In lines 21 and 22, after the
words “transferor and the trans-
feree,” insert the words “or, as
the case may require, to the
person giving intimation of the
transmission by operation of law
and the previous owner, if any,”

Shri Tulsidas: I beg to move:
Page 60, line 23, omit “in writing.”
Shri C. D. Deshmukh: 1 beg to move:
Page 60, sub-clause (5)

In line 24, after the word “transfer”
insert the words “or transmission”.

Shri Tulsidas: I beg to move:
(1) Page 60, line 27

for “The Central Government” sub-
stitute “The High Court.”

(2) Page 60, line 31—

after “shall be” insert ‘heard in
Camers and shall be”.

Shri C. D. Deshmukh: I beg to
move:

“Page 60, new sub-clause (8),

after sub-clause (7), add the follow-
ing sub-clause:

“(8) In the case of a private
company which is not a subsidiary
of a public company, where the
righttomsbuesorinteneﬂof
a member in, or debentures of,
the company, is transmitted by =
sale thereof held by a vrurt or
other public authority, the pro-
visions of sub-sections (3) to (T)
shall apply as.-if the company
were a public company; provided
that the Central Government may,
in lieu of an order under sub-sec-
tion (5), pass an order directing
the company to register the tra-
nsmission of the right unless any
member or members of the com-
pany specified in the order acquire
the right aforesaid within such
time as may be allowed for the
purpose by the order, on pay-
ment to the purchaser of the
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price paid by him tiferefor or
such other sum as the Central
Government may determine to be
a reasonable compensation for
the right in all the circumstances
of the case.”
Clause 112— (Limitation of time
etc.)
Shri U. M. Trivedi: I beg to move:
Page 61, line 34

after “sub-section (1).” insert “sub-
ject to the provisions of sub-section
(3) hereol”

Clause 139— (Copy of memorandum
etc.)

Shri Tulsidas: I beg to move:

Page 71, line 30 omit “if so re-
quired.”

Clanse 144 (Application of Part
etc.)

Shri C. D. Deshmukh: I
move:

Page 78, after line 18,

insert the following paragraph as a
sub-paragraph of this clause:
“Nothing contained in this sec-

tion shall be deemed to affect the
relative priorities as they existed
;mmediately before the commence-
merit of this Act, as between
charges on the same property.”

beg to

Mr. Chairman: These amendments
are now before the House for discus-
sion.

Shri Gadgil: It is very dificult to
say what exactly is the correct inter-
pretation of the relevant recommen-
dations of the Bhabha Committee so
far as proportional rights of voting
are concerned. 1 think clause ]
should stand as it is. May I suggest
that as the whole spirit is to limit
theevilinterrnsu!thne.imteado!
the words ‘within a period of three
years' the Finance Minister may con-
sider ‘within a period of one year.’
Inthatenu.justuhghnprovided
mmyemormelmmmm.
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[Shri Gadgil]
whichever is earlier, in the same way
it will be approximately coming to
that. I would like him to consider
whether the word ‘three’ should not
be substituted by the word ‘one’.

Shri Tulsidas: I would like to deal
with my amendments to clauses 87
and 89, amendments Nos. 174 and 176.

\

1 fully appreciate the feeling of a
number of speakers about these types
of shares being abused. 1 would like
the hon. Minister to consider certain
aspects which I would like to put be-
fore him, whether the suggestion
which I have made would be at least
in the interests of the small new en-
trepreneurs, Unader the Bill, the issue
of shares carrying disproportionate
rights of voting, dividend and capital
and other matters is not provided for.
Such a provision does not exist in
the present Act nor in the U. K. Act
nor in any Act of any country, so far
as I know. Such a provision was re-
commended by the Bhabha Com-
mittee. The question is the preventicn
of minority control of companies.
This argument will aoply only to
shares carrying proportionate voting
rights and would be irrelevant to the
kind of shares carrying disproportion-
ate rights of dividends, capital
other matters, Besides the problem
of voting right, there is the problem
of dividend and capital rights. Some-
times a company may be up to the
neck in debt and its shares may be
quoted in the market at half or even
less than half their paid-up value. I
would like the hon.  Minister to
hear me on this point and consider
this aspect of the problem. In the
case of such a company it will not
be possible to raise equity or prefe-
rence capital in the market—I am
not referring to the voting right of
shares, but T am only on the question
pertaining to dividend and capital—
especially when it is realised that
under clause 78, shares are not allow-
ed to be issued at a discount exceed-
ing ten per cent, except with the Gov-
ernment sanction. The only — way
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left would be to issue shares with
differential rights on the dividend.
This might, in certain cases, be the
only way to save the company as
nobody would be willing to take up
a fresh issue of shares....

Shri C. C. Shah: Preference shares
can be issued always.

Shri Tulsidas: But if the company
has got debt up to the neck and if
they want the company to function, is
it possible for the company to raise
any capital? Supposing a company
is losing and its share value ig 50 per
cent, then it is not possible, in any
capital market, to float even prefe-
rence shares. 1 am not referring to
voting rights, but only to dividend
and capital rights. What is essential
is that an amount of freedom or
discretion should be left to mromcters
and directors in the matter of rights
attaching to shares, and a flexibility
should be introduced in law in this
respect. The corporate form of
organisation has to compete with
other forms of organisation in attract-
ing capital and if the hands of the
company promoters and directors are
fettered by such rigid provisions, the
growth of the corporate sector will
be retarded. 1 would like you first
to realise that the rights attaching
to shares vary with the state of finan-
cial requirements and the state of
the company needing capital. I the
promoters or directors are unable to
place shares on the market, which
satisty its needs, many issues are
likely to fail. After all, if shares are
allowed to carry disproportionate
rights as to dividend or capital, it
is not likely to lead to minority
control of a company. There is no
voting right. We are really on the
question clause 87. If there is a pre-
ferential right with regard to divi-
dend and capital, there is no question
of any minority control of the com-
pany. He gets preference only,
with regard to dividend and capital.
The main reason adduced by the
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Bhabha Committee in favour of
their recommendation is the question
of voting right. My amendment is
merely with regard to dividend and
capital.

shri C. D. Deshmukh: Would they
not be preference shares then?

Shri Talsidas: It may be a ques-
tion of capital right. It may be 2
question of getting the money at the
time of winding up, and they may .he
given a better right than even a pre-
ference shareholder.

shri C. D. Deshmukh: Whatever is
not equity share is preference share,
under the definition.

Shri Tulsidas: 1 am saying that
you do not have preference  shares
with disproportionate rights, accord-
ing to clause 87. No shares shall be
issued carrying disproportionate rights
both with regard to voting rights as
well as dividend rights.

Shri C. D, Deshmukh: If there are
dispropotionate rights other tham vo-
ting rights, under the definition they
will be preference shares.

shri C. C. Shah: What my friend
wants is that amongst equity shares,
they should have also disproportion-
ate rights on capital......

Shri C. D. Deshmukh: Immediately
they become preference shares by the
definition, and preference shares are
not barred under clause 87.

Shri Tulsidas: The point is this.
My amendment No. 174 refers only
to the question of dividend and capi-
tal rights. The Bhabha Committee
has rightly objected to having dispro-
portionate voting rights, because they
lead to minority control.

Mr. Chairman: How will they be
differentiated from preference shares?

Shri Tulsidas: But you cannot issue
them today. I canmot issue shares
which- would be considered as pre-
ference shares. Supposing there are
founder shares or some sort of
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shares, on which there is no question
of any disproportionate voting right,
but there is the gquestion preferential
rights as to dividend and capital......

Shri C. D. Deshmukh: They will be
called preference shares.

Shri Tulsidas: They may not be pre-
ference shares; they —may be still
shares with disproportionate rights on
capital.

Shri C. D. Deshmukh: Whatever
they are called, under the definition
they will be called ‘preference shares’.

Shri K. K. Basu: There will be
two categories. After all, shares
might be given on the existing sys-
tem, and these rights—disproportion-
ate rights—will not be there. There
will be some people holding shares
with all types of preferential rights.

Shri C. D. Deshmukh: Under clause
87, you cannot issue founder shares.
Any share that you issue other than
an equty share will be preference
share, and the issue of preference
shares is not barred under clause 87.
There is a portion within brackets
which says “not being preference
shares”.

Shri Tulsidas: Anyway, if that is
your reading, I leave it at that. I may
perhaps be wrong as I am not a lawyer.

Shri C. D. Deshmukh: Nor am L

The Minister of Labour (Shri Khan-
dubhaj Desai): Neither of them.

Shri Gadgil: And something more.

Shri S. S. More: Why everybody is
disowning lawyers, 1 do not know:

Shri Gadgil: The hon. Member has
got lawyers. one by his side, one in
front and one behind.

Shri Tulsidas: With regard to
amendment No. 176, 1 would lke
ﬁxsttoexmssthatltuﬂyredise
that minority control always assumes
the managements when there is diffe-
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[Shri Tulsidas]

rential voting right. I fully appreci-
ate the points which Shri C. C. Snah
has made and a number of instances
and abuses have taken place, but in
_almost all these abuses, there were
the managing agents or persons who
were interested to take over tha
management side of it In one or
two instances, Shri Shah pointed out
that the managing agents tried to
take control of the company with
these disproportionate voting rights,
and with a small amount of capital
invested, they would get the right of
being appointed managing agents.

My amendment seems to enable
companies not managed by manag-
ing agents or secretaries and treasu-
rers, my amendment qualifies that
this right should not be given to
those companies managed by manag-
ing agents or secretaries and trea-
surers—to issue shares of differcnt
kinds and carrying differential voting
and other rights. You know very
well that we have a capital issuc
control and any issue comes to the
examination of the Government.
Government has to say ‘yes’ or ‘no’
before any issue is put out. I am
merely asking why this bar should
be put on those companies which
have no managing agents or trea-
surers. I am " requesting the hon.
Minister to examine this. He has
been telling us that he would like
to evolve a new type or system of
management. Secretaries and trea-
surers is one of the forms. My sug-
gestion is that ultimately we shall
have to fall back upon the types of
management which exist in other
parts of the world; there will be noc
other alternative. In our country
we, on the other hand, want to limit
and put all sorts of restrictions on
the companies of managing agents
and secretaries and treasurers and
rightly so on account of the abuses.
But in doing so we are also tryving
not to encourage any other system
because these laws apply tn such
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companies also—those who do not
have managing agents or secretaries
and treasurers. My point is that in
other countries there is no bar at
all whatsoever on the issue of shares
with disproportionate voting rights,
the reason being, to my mind, that
there has been no managing agency
system in other countries. There has
been the system of director coutrol-
led companies in America and Eng-
land and there is no bar on the dis-
proportionate voting rights. In fact
in America is a system which gives
still more rights but that is in one
country. There was such a system in
England but in England they have
ruled it out after the Cohen Commit-
tee went into this. Here, how do we
expect any other type of company
management to be born if we put
these restrictions on companies
which are not managed by manag-
ing agents or secretaries and trea-
surers. We have seen that there were
many abuses in this particular
system and the hon. Members
have said  that there have
been so many abuses that we
want to plug the Iloopholes. 1
can understand the plugging of the
loopholes so far as the companies
managed by ging agents and
secretaries and treasurers. I cited
the other day at the time of the
general discussion that we have in
other countries examples of people
who start their business in a small
way. There may be an engineer and
he might have some sort of an idea
or an invention; there may be some
chemists who may have some idea
of invention. He starts a small com-
pany and he wants that that com-
pany should remain under his con-
trol and not under the control of the
financier. In this country also, we
want to evolve some new system;
and in view of the abuses of the ma-
naging agency system we also want to
keep some sort of control on the other
systems. It is not posible to evolve
any other system because the new
entrepreneur will have alway: to
fall back upon the persons who want
to subscribe shares and therefore, he
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may not be able to keep his control
on the management. As I said we
have the instrument of capital issue
control and we can say ‘no’ to any
issue. But I go further. Supposing
a person wants to float a company
with disproportionate voting rights,
do you expect that in the present set-
up people would subscribe to these
shares? They will fail. TUnder the
present conditions, it will not be
possible. It is only for those people
who can afford to have a certain
amount of capital issue and those who
have not the facility of getting finan-
cial help and who want to continue in
certain type of business run on proper
lines that this would be possible. I do
not know whether the hon. Finance
Minister feels that this sort of thing
is desirable or not. What is the objec-
tion if we give such powers of issuing
shares to those companies which are
not managed by the managing agency
system? I know he mentioned in his
speech that there are abuses not
merely in these companies. There
may be other abuses in other com-
panies like a board controlled com-
pany. In board controlled compa-
nies there may be certain amount
of abuses but not to that extent.
Therefore, in this particular case,
where there is a chance of a small
man coming in and having a share and
his own line of management in the
company, we may allow dispropor-
tionate voting rights. I do not see
why that sort of thing should not be
allowed and that is why I have given

amendment. That amendment clear-
ly shows that I do not wish this faci-
lity to be given to those companies
which have managing agents or secre-
taries and treasurers. I have there-
fore said that this will not apply to a
public company or a subsidiary of
a public company which is not manag-
ed by a managing agent or secretaries
and treasurers. I would like him to
please consider this aspect. The law
has become very complicated end it
would be feasible to have this other
system encouraged and therefore
some sort of facilities must be given
to companies where there is no manag-
ing agency or where there are no

25 AUGUST 1955

Companies Bill 11314
secretaries and treasurers. That is
one thing which I wanted to mention.

With regard to clause 110, Shri C. C.
Shah pointed out the difficulty. After
all he is a lawyer of thirty years
standing. Naturally I cannot compete
with his legal knowledge......

Shri S. 8. More: Only Shri 8. V.
Ramaswamy can do it.

Shri Tulsidas: I have moved cer-
tain amendments—179 to 185 regard-
ing the right to hear appeals against
refusal of transfer of shares only in
the case of fully paid shares. You are
now allowing these rights to exist
only in fully paid shares and not on
all shares whether fully paid or not
as now provided. Such appeals shall
lie to the High Court and not to the
Central Government as now pro-
vided. Representations against ap-
peals may be made in writing or
orally instead of in writing only as
provided in the Bill and such appeals
shall be heard in camera. That is the
present position.

Both the existing Indian Act and the
UK. Act do not contain such provi-
sions. A company is a voluntary as-
sociation of certain persons, formed
to carry out certain given objects. It
should, therefore have the right to
determine its membership, and admis-
sion to, and exclusions from it. It is
on this principle that the company
is given absolute discretion in deter-
mining its membership.

The Bhabha Committee recommend-
ed that the right to refuse transfer
should be made subject to appeal in
the case of fully paid-up shares. When
shares are fully paid-up, the guestion
of the transferee not being able to pay
calls which may be made in future
does not arise. However, the Commit-
tee did not consider the other aspect
of such transfers, namely, the activi-
ties of pr i ischief-mongers.
I hope that whoever exercises the
right to hear appeals will consider
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[Shri Tulsidas]

this aspect of the reason behind re-
fusing transfers. Now, as Shri C. C.
Shah put it, even in the case of courts
there is a lot of delay. I know that
delays will be there in courts. I do
not know whether these delays will
not be there in the department also.

Shri C. C. Shah: Delays ought not
to be there.

Shri Tulsidas: This is a question
of judgment and when a person has
to sit in judgment it is difficult for
even a departmental person to decide
on an issue as to why this should be
allowed or this should not be allowed.
Whoever may be in charge, it will
take much time even for a depart-
mental man to decide the issue be-
cause now you are providing that
both the transferor and the transferee
have to give reasons and having given
the reasons then it becomes a ques-
tion of judgment. It is a matter for
the person in charge to decide whe-
ther the reasons given by one or the
other are good. Previously, there was
this anomaly that they were not re-
quired to give any reasons. The
persons concerned can refuse
to give any reasons and simply
say: “No”. Here, at least you say that
both the parties have to give reasons.
Therefore, I personally feel that, as
far possible, in this particular case,
the responsibility of the Government
should be lessened. However, I do not
think that the responsibility on the
Government wili be very much in de-
ciding an issue of this nature, be-
cause, if the Government decides in
favour of one, still there will be the
right to appeal and the person con-
cerned can go to a court of law.
Again, I say that I am not a legal
man.

Shri E. K. Basu: Then why not
accept our advice?

Shri Tulsidas: The legal practitio-
ners are such now-a-days that they
would naturally advise the persons to
go to the court after the Government
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has given its decision. They will say
that there is the question of oppres-
sion and that Government has not
done the right thing. Today, we know
how things are done in the legal
World. Lawyers carry the people
to the court inspite of the fact that
the case is not in their favour. There-
fore, I say, why not leave it to the
court? Let their decision be final and
we may give the court a certain power
to see that they decide cases within
three or six months.

Shri C. C. Shah: There is no ap-
peal against Governments’ decisions to
a court.

Shri Tulsidas: They may go to
court for other decisions. That is
why I am saying that the responsibi-
lity of Government is too great in this
particular aspect. If the Government
is willing to take this responsibility
and to carry it out properly I have
no objection; but I feel the responsi-
bility is too great on the Government
on an issue like this. I, therefore,
feel that the Government should not
carry this responsibility. Let it be
decided by the court so that both the
parties may not have any sort of
grievance. Otherwise, one party might
say that some persons have influenc-
ed the Government in its decision.
Even after pointing out this difficulty
if the Government thinks that they
would like to take this responsibility
I have no objection. I leave it to the
hon. Finance Minister to decide whe-
ther this responsibility should be
given to the Government or to the
Court. I feel that it would be better,
to have “High Court” instead of
“Central Government” and I have
given an amendment to this effect.

There is only one more amendment,
No. 188 to clause 139. Here again I
would invite the attention of the
honourable Shri C. C. Shah.

An Hon. Member: Honourable?

Shri Tulsidas: 1 expect that time
to come.
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Here, a company should be entitled
as of right to receive a copy of memo-
rendum of satisfaction and it should
be made incumbent upo .the regis-
trar to supply copies to’
soon after a memorandum of satisfac-
tion is entered. This is necessary as
under clause 138 the satisfaction of
the charge may ‘be-éommunicated to
the registrar by the créllitors of the
company and the company may not
pe aware of the satisfaction
being entered. Therefore, 1 have
given an amendment which re-
moves the words: “if so required".
This is just to make it compulsory on
the registrars to send copies. Why
should it be left to his  discretion?
Under clause 138 there is a sort of
necessity. Therefore, why not put the
responsibility on the registrar to send
i* to every company instead of some-
body asking for it. That is all that I
have to say.

Shri K K. Basu: Clause 138 says
that where a company does not in-
form he can enter in the register of
charges a memorandum of satisfac-
tion.

shri Jhunjhunwals: As has been
poimedbywhomh—lend!‘.hric.c.
Shsh clause 110 is one of the most
important clauses which have to be
considered properly. I am speaking
on my amendment No. 396 to clause
110.

My hon. friend Shri C. C. Shah has
said that there has been a great hard-
ship on the shareholders because of
thig clause giving the power to mana-
ging agents to refuse transfer of
shares without giving any reasons. It
is not only once in a year, as the hon.
Finance Minister said that the adhi-
karis had power to behead one person,
but the managing agents have got
power without assigning any reasons
to refuse many persms

Shri C. D. Deshmukh: Sir, on a
point of order. The hon. Member
said that he was speaking on amend-
ment No. 306 to clause 110, But, that
1s not among the amendments which
you were pleased to announce.
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Mr. Chairman: When 1 made the
announgement 1 did include 396 also.

Shri C. D. Deshmukh: Is that so?
Then, I am sorry.

Shri K, K, Basu: Do not be frigh-
tened by technicalities.

Shri Jhunjhunwala: Sir, 1 was say-
ing that the managing agents have
got power to refuse transfer of shares
without giving any reasons and under
the present law the shareholder has
got the power to go to the court and
prove themala fides of the
agents, Shri C. C. Shah being 2
solicitor in Bombay has got great ex-
perience of such cases. He
pointed out in how many cases the
shareholders have been successful 1
proving the mala fides of the manag-
ing agents. When the shareholders
have got no evidence they have no
source from where they will be able
to know what the managing agents
are doing behind the curtain.

Shri C. C. Shah: It is not the ma-
naging agent; it is the Board.

Shri Jhunjhunwala: I know; the
Board which is in the hands of the
managing agents. It is only that
Board which refuses such transfer. If
it is in the hands of an independent
Board, as my hon. friend Shri C. C.
Shah  contemplates, then there
will be no grievance on the part of
any shareholder and there will be no
such refusal of the transfer of shares.

Sir, I subscribe to the views and
the underlying principle of this
clause which seeks to avoid any un-
desirable persons coming into the
company, creating trouble and there-
by destroying the management. My
friend Shri Tulsidas has said that if
this power is not given to the manag-
ing agents, the professional people
will enter and create trouble, But
the managing agents got this power
because the Government gave them
this power with full faith and confl-
dence in the honesty of the managing
agents, but how this power has been
used and what relief they couvld get
from the court are known fully well
to Shri C, C. Shah who has got ex-
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[shri Jhunjhunwala]

perience. Shri C, C. Shah has gaid
that there has been great harassment

" of the shareholder in this respect. The

shareholders are compelied 1o
sell their shares at the rates as dic-
tated by the managing agents, or, 1
might say, the board of directors,
as Shri C. C, Shah says. The board
is in the hands of the managing
agent, one director being the manag-
ing agent himself, the second director
being his nominee who has purchas.
ed shares at the mercy of the manag-
ing agent, say, to the tune of 5,000,
the third director being the manager
serving in his private firm and the
fourth director being a benami share-
holder of the managing agent thereby
evading payment of income-tax, Of
course, there have been so many pro-
visions now, so that such board of
directors cannot be constituted, but
unless the amendments of my hon
friends Shri Nathwani and Shri
Morarka are accepted, there is like-
lihood of such boards coming in
agein.

Shri C. C, Shah: You mean pro-
portional representation?

Shri Jhunjhunwala: Whatever it
may be, there is likelihood of such
boards coming in again.

Shri Gadgil: A rubber stamp board!

Shri Jhanjhunwala: . Such boards
will come in and bring harassment to
the shareholders. Now, what is the
amendment going to do? Instead of
the transferor and the transferee
going to the court, in this clause, the
Government have taken the power of

the court to decide as to whether the.

shares should be transferred or not.
Clause 110 (3) says as follows:

“(3) The transferor or trans-
feree may, where the company
is a public company or a private
company whizh is a subsidiary of
a public company, appeal to the
Central Government against any
refusa] of the company to register
the transfer, or against any
failure on its part, within the
period referred to in sub-section
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(2), either to register the transfer
or to send notice of its refusal
to register the same.”

Sub-clauses (4) and (5) say:

“(4) An appeal by the trans-
feror or transferee to the Central
Government under sub-section
(3) shall be made—

{(a) in case the appeal is against
the refusal to register a
transfer, within two months of
the receipt by him of the
notice of refusal; and

(b) in case the appeal is
against the failure referved to
in sub-section (3), within two
months from the expiry of
the period referred to in sub-

section (2).
(5) The Central Government
shall, after causing reasonable

notice to be given to the com-
pany, the rransferor and the
transferee and giving them a
reasonable opportunity to make
their representations, if any, in
writing, by order, direct either
that the transfer shall be regis-
tered by the company or that it
need not be registered by it; and
in the former case, the company *
shall give effect to the decision
forthwith.”

Now, the transferor and the trans-
feree have to send in writing to the
Central Government that the transfer
of share has been refused. I do not
know what more the transferor and
the transferee have got to say. The
desire of the transferor and the trans-
feree is clear from the fact that they
had applied to the board of directors
or the managing agent for the
transter of the shares, The trans
feror has sold his share to ‘he trans-
feree and they want this transfer. If
they go to the Central Government,
what more will they say? They will
simply say that “here is an instru-
ment which we have filed bofore ihe
managing agent or the board of
directors and we want these shares in
be transferred.” They do not know
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why the managing agent had trans-
ferred these shares. They do not
know it at all. So with all the argu-
ments, with all the reasons, they have
to come to the Central Government.
Unless they have got some Treasons
before them which have been adduced
by the managing agent, how will they
give the reasons? Are they to come
to the Central Government on the
same point and to prove before the
Central Government the mala fides of
the managing agent or the board of
directors? It is the same thing as
they have to do before the court. I
do not understand what is the differ-
ence between the appeal before the
Central Government and the appeal
befor the court. Of course, there is
one difference. As my friend Shri
Tulsidas says, the Central Government
is likely to take more time, and
there is no guarantee that the
Central Government will settle the
case soon. But 1 do not agree with
Shri Tulsidas on that point. The
Central Government will certainly
decide the case sooner.

Shri Gadgil: Very quickly!

Shri Jhunjhunwala: So, what will
be done in the court? Further. the
expenses to be incurred and the trou-
ble they have to undergo by going
to the solicitors. going to the barris-
tbrs, counsels and all those people
will no longer be there. At the
same time, I want to know from the
hon. Finance Minister as to what
they will say to the Central Govern-
ment? What will they say? They
‘want their share to be transferred
and that is clear from the deed of
instrument which they have filed.
They do not know why the transfer
has been refused by the managing
agent, If they have no reasons, it
may be that the transferor and ‘he
transferee  might not come to the
Central Government at all. They
might sit quite at home saying ‘*hal
they had given good reasons. If the
reasons given by them are bad, they
will go.
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Shri C, D. Deshmukh: The good
reasons will be that the man it
bad.

Shri Jhunjhunwala: The good
reasons will be that the man is bad. I
now wish to ask the hon. Finance
Minister whethet\ the onus will be
on the board of directors and the
managing agent %o prove that the
man is bad, or whether the onus will
be on the man with regard to whom
they say that he is bad. There is no
provision for that in this Bill.

Mr. Chairman: The question of
owners only arises if it i a matter be-
for the court; before the Govern-
ment, the reasons advanced by both
sides are there.

Shri Jhunjhunwala: Before the
Government, both sides will be there;
but I went to know whether as &
transferor or transferee, 1 have got
the right to appeal to the Government
saying, “I am not a bad man; T am a
good man So, kindly transfer my
share” I do not understand what will
be the criterion by which the Govern-
ment will decide the matter, Will the
Government ask the managing direc-
tors the reasons as to why thay are not
transferring the shares or....

Shri A. M. Thomas: They will be
forced to give it afterwards at the
second stage.

Shri Jhunjhunwala: Where is it
provided for?

Shri A. M. Themax Under sub-
clause (5).

Shri Jhamjphunwala: Sub-clause (35)
says:

“The Central Government shall,
after causing reasonable notice
to be given to the company, the
transferor and the transferee and
giving them a reasonable oppor-
tunity to make their representa-
tions, if any, in writing, by order,
direct either that the  transfer
shall be regisiered...” etc.
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[Shri Jhunjhunwala]

S0, I take it that the managing
agents or the managing directors will
come with their reasons to the Gov-
ernment; will these reasons be dis-
closed to the transferee?

Shri C. D, Deshmukh: Yes.

Sbri Jhunjhunwala:  Then, of
course, it means something,

Mr. Chairman: According to the
amendment of the hon. Mover, the
Government is asked to give an ex
parte judgment to the Board, so0
that the action of the Board may be
confirmed. The amendment is only
to the effect that the company will
get the approval of the Government
at the back of the transferee.’

Shri Jhunfphunwala: Yes, that is
what 1 have said. But again they
have to write to the transferor and
the transferee...

Bhri K K. Basu: You have mot
followed the Chairman’s point.

Bhri Jhunjhunwala: [ follow what
the Chairman says. I shall give m

arguments in support of my d
ment. .
As 1 was pointing out there is

another difficulty for the managing
agent, namely, that some undesirahle
person a speculator- who has amassed
a large amount of money, might
come in, purchase the shares in the
market at a higher price and then go
to the managing agent and say “trans-
fer the shares to me”. The manag-
ing agent refuses to transfer the
shares and the shares are not trans-
ferred. I shall explain afterwards
regarding my amendment, but even
as the law stands a! present, even if
the managing agent transfers these
shares, the fear tha' some speculator
who has no knowledge migh! come in

is there.

Shri A. M. Thomas: Trouble-maker
also may come in.

Shri Jhunjhunwala: He will not
have go much money and he will not
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play with his money. So, if the
managing agen: transfers the shares
to a speculator who has purchased
the shares at a high rate in the
market, what will happen in that
case? He will have the majority and
with that majority, he can command
ihe shares in his favour. But the
Government has got rights not to
accept that he should be the manag-
ing agent. The change in the manag-
ing agency will come wifh the ap-
proval of the Government and as
such there is no fear. So far as the
big speculators and others are con-
cerned, there is absolutely no fear.
This refusal of shares, in my opinion,
should be made seldom. It should not
be that as a rule the refusal should
be there. Managing agents can re-
fuse to transfer the shares without
giving any reasons; but if they are
honest, they will not refuse to trans-
‘er the shares without good reasons.
If they refuse to transfer all the
share with good reasons, these . ins-
tances in my opinion will be very
few. As such, my amendment stands
like this. In order to avoid the trou-
ble of the transferor and the trans-
feree, who may not be a speculator,
but who .may be a bona fide investor
and who may be living at a great dis-
tance from Delhi, they want their
shares to be transferred and shibse-
quently to know the reasons from the
Government as to what the manag-
ing agents have to say. That trausferor
or transferee may not be a very
intelligent or learned man, a vakil or
some such thing; he has to go to
somebody to enquire from him as to
what reply he should give. He has
1o undergo all these troubles. Ihave
said tha* in the case of honest manag-
ing agents or managing directors,
these instances of refusal shall be
very rare. It is only the dishonest
people who want to exercise some
undue influence on the shareholders
to sell their shares at a low rate who
will refuse to transfer the shares for
some capricious reasons. My submis-
sion to the Finance Minister ang this
House is it is a great hardship on ine



11325 Companies Bill
transferor and the transferee tha.
they should come to the Ceniral Gov-
ernment. What my amendmen. seeks
to do is to throw this burden of com-
ing to Delhi not upon the transferor
and the transferee, who may not be
speculators and who may be bona
fide investors, but as my hon. friend
Shri Gadgil has told me in the begin-
ning, to shift the burden to the manag-
ing agent of the company to come
to the Government and take the
transfer. They should say that such
and such are the reasons whereby
there is a danger of some undesir-
able person coming into the company
and spoiling cverything &nd thereby
destroying the industry.

shrl 8. 5. More: It is time to ad-—
journ. It is now 5 O'clock.

Mr. Chairman: The difficulty is
this. The Business Advisory Commit-
tee thought that we should avail of
one Saturday either on the 27th August
or 10th September; or.in the alterna-
tive, we should sit longer by one
hour on six days. If it pleases the
House that we should sit one hour
longer than usual today, we may do
so.

5 PM.

Shri K, K. Basa: Though it was
expected by the Business Advisory
Committee that we will take so much
time on the first group, we finished
35 minutes earlier. We may finish
other groups also euriier. In any case,
we cannot sit today.

Mr, Chairman: Just as the House
pleases. I am in the hands of the
House.

Shri Gadgil: This should have been
announced earlier.

Mr. Chairman: We may sit one
hour longer today.

Shri C. D, Deshmukh: I have an
mmportant meetng at 5 O'clock. 1 was
under the impression that we will sit
oniy upto 5.
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Shri 8. §. Mor2: We have also less
important meetings.

Mr. Chairman: So far as today is
concerned, we a.djourn.

shri C, D, Deshmukh: We are sav-
ing a little time in our programme.

Mr. Chairman: What is to happen
tomorrow? Let us apply our mind.

Shri Kamath: After Moharrum we
will consider.

Mr. Chairman: Whe- is it coming?

Shri Kamathe On Monday.

Shri Gadgil: Tomorrow the officicl
business ends at 2-30. It may be ex-
tended to 3-30. The time that is cut
off from non-official business should
be extended :ill six.

_'Som Hon. Membera: No, no.

Mr, Chairman: What is the reactirm
of the Government ? Shri Gadgil's
proposal is that we start the non
official business at 3-30.

Shri C. D. Deshmukh: That is
agreeable to me.

Mr, Chairman: Or we must curtail
the arguments so that we may be able
to finish within time.

Shri K. K. Basn: Regarding the first
group we have seen that we complet-
ed it about 35 or 40 minutes earlier.
It may so happen that certain im-
portant clauses may not take so long
a time as was visualised by the Busi-
ness Advisory Committee. How can
we now sit for one hour more? e
shall decide next week.

Mr. Chairman: As the House pleas-
es. The House now stands adjourn-
ed to 11 a.M. tomorrow.

The Lok Sabha then adjourned till
Eleven of the Clock on Friday the 26th
August, 1855,
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