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LEGISLAT'IVE ASSEMBLY, 

Wednesday, 30th September, 1936. 

-"--

The Assembly met in the Assembly Chamber at Eleven of the Clock, 
Mr. President (The ~ Sir AbdUl" Rahilft) in the Chair. 

i', ~ 

QUESTIONS AND ANSWERS. 

GRIEVANCES oj THE TRAVELLING PUBLIC AGAINST THE BENGAL AND NORTH j.,., WESTERN R.AILWAY. 

, 709. "'Malllvi 'Badrul Basan: (a) Has the attention of Government 
been drawn to a letter headed " Grievances against Bengal and North 
Western Railway" published in the Indian Nation, Patna, dated the 
26th May, 1936 f 

(b) Are Government aware that the citizens of Muzaffarpur (Tirhoot) 
feel much inconvenience on account of the absence of a sub-way uear the 
railway station T 

(ll) Ar .. Government prepared to exert their iItfInence on the Bengal and 
North Western Railway to erect a sub-way near the station in order to 
:remove the inconvenience felt by the public at the railway crossings t 

(d) Are Government aware that a pointsman was injured on the 
1st July, 1936 in the Bhagwanpur station of the Bengal and North Western 
Railway T 

(e) Are Government aware that the said man died in Muzaffarpur 
Hospital and his death was due to profuse bleeding and to the absence of 
any first hand medical aid 7 

(f) Are Government prepared to make a rule that no railwa:r employees 
should be given charge of a railway station as Station Master, unless lle 
obtains a certificate of a first hand medical aid knowledge , 

(0) Are Government Itware that the Bengal and North Western 
Railway Company has reduced the number of khalasis in the railway 
statiolls with the result that the consignors themselveR have to lond tIwir 
consignments in the goods trains ? 

(h) Are Government aware that there are yet no electric fans in the 
waiting rooms at Muzaffarpur, Darbhanga, Samastipur and other important 
stations, though the said stations have got electric light f 

(i) Are Government prepared to exert theft influence on th'l Bengal 
and North Western Railway Company, to ·fitelectric fans at 'all the 
important stations' 

2065 ) 
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(j) llaye Government given notice to the Bengal and North Weijtel'n 
Hail way, terminating their contract. as resolved by the .Assembly during 
the last Session Y 

(k) If the reply to part (j) be in the negative, do Government 
intend j,u give such notice f If SQ, when f If not; why not Y 

The Honourable Sir Muhammad Zafru1lah Khan: (a) Govern-
ment have seen the article referred to. 

~ and (c). The question of replacing one of the level crossings 
at Muzaffarpur by an overbridge has been raised through the local 
advisory committee, and has be-an referred by the Railway Administra-
tion to the local authorities. 

(d) Yes. 

(e) The man died two days after the accident. There \vas no 
medical aid available at Bhagwanpur. The train staff g&ve him first 
aid treatment and he was sent on by the same train to Muzaffarpur 
Civil Hospital, which was the nearest place at which skilled attention 
was obtainable. ' 

(f) The Honourable Member's attention is invited to the reply 
given to Mr. Sham Lal's question No. 882 in this House on the 27th 
February, 1936. 

(g) The Agent states that labour is maintained at all stations for 
loading and unloading goods. 

(h) Government have no information. 
(i) The matter is within the competenceoi the Railway Administra· 

tion, wbom Government consider to be in the best position to decide 
on t ~  relative urgency of this as compared with other works. 

(j) and (k). I would refer the Honourable Member to the reply 
I gave to starred question No. 38 by Mr. S. Satyamurti on the 1st Sep-
tember, 1936. 

Mr. Ram Narayan Singh: How is it thnt there is no much clamour 
raised against the administration of the B. N. W. Railway, and yet 
Government have always turned El deaf ea I' to this 1 

The Honourable Sir Muhammad Zafrl'.lla,h Khan: 1 am afraid I 
could not follow the question. 

Mr. Ram Narayan Singh: My question is. how is it that when so 
much clamour is made against the management cf the B. N. W. Railway. 
but the Government has not paid any attention to the complaints, rather 
they have always turned a deaf ear to them Y 

The Honourable Sir Muhammad Zafrullah Khan : It is not correct 
.that Government have turned a deaf ear. 

REDUCTION IN THE STAFF OF THE RAILWAYS. • 
710. *Maulvi Badrul Hasan: Are Government aware that there hilS 

latt'lv b('('n a reduction in the "taft' of the St.at.e-owned and t t ~  
Railways' If so, how many Europeans, Anglo-Indians and Indians hold-
ing sUfJerior -PO&ts have been so reduced T 



QUESTIONS AND ANSWB.BS. 

The Honouable Sir Muhammad Zafrullah Khan: The adjustment 
~  ~  o! staff to current requirements is in progress. Available 
In!ormatlOn ~ respect of number of superior officers by communities 
1\-111 be found ~  Chapter VI of Volume I of the Reports by the Railway 
Boal'd on Indtan RaIlways, copies of which are in the Library of the 
House. 

PERCENTAGE OF BIHARI Hnmus AND MUSLIMS IN THE EAST INDIAll 
RAILWAY . 

. 711. ~  ~  Hasan: (a) What is the percentage of Bihsri 
HIndus and Blharl Muhammadans in the East Indian Railway' 

(!J) Do Government propose to increase the number of Biharis in the 
saitl R[:ihvay ! 

The Honourable Sir Muhammad Zafrullah Khan: (a) Government 
hav.e no infQrmation. 

(b) Government cannot accept a policy of recruitment into railway 
services on a provincial basis. 

ABSENCE OF A WAITING ROOM OR SHED AT THE PHULWARI SHARIF STATION 

ON THE EAST INDIAN RAILWAY. 

712. *Maulvi Ba.drul Basan: (a) Are Government aW3rf> that 
there is no waiting room or shed at the Phulwari Sharif Station of the East 
Indian Hailway '/ 

(b) Do Government propose to advise the Railway authorities to 
pro\idc nne such shed at the said station' 

The Honourable Sir Muhammad Zafrullah Khan: (a) Government 
have no information. 

(b) Such matters are within the competence of the Railway Ad· 
IIlinistration, whom Government consider to be in the best position to 
decide their relative importance. 

CONTRACT FOR BUILDING THE POSTAL SUPERINTENDENT's AND OVERSEER'S 

QUARTERS AT MUZAFFARPUR. 

713. "'Maulvi Badrul Hasan: (a) Are Government aware that 
thc eontracts for building the Postal Superintendent's and the Pastal 
Overseer's quarters at Muzaffarpur have been given to ~  Delhi 
contractors ~ 

(bl If the answer to part (a) be in the affir-;native, why were the 
said t~ t t  not given to any local contractor f 

The Honourable Sir Frank: Noyce: (a) The reply is in the affir-
mative so far as the quarters for the Superintendent of Post Offices is 
com.erned. No quarters have been constructed for the Postal Overseer 
at Muzaffarpur but quarters have been ~~ there for the Sub-Divi· 
sional Officer, Telegraphs, by the Central PubliC Works Department. 

(b) Only one local contractor tt ~  tenders and they were 
rejected because they were incomplete and did not contain the actual 
nl!ure!! of his tenders in the tender form. 
L346LAD AS 
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Puaan4GB OF BmAin HrNnus AND MUSLDDl'iN 'DIE IftlJUN llEmcAL 
SERVICE. 

714. ~  Hasan: (a) Will ~ be pleased 
1(0 state the percentage of the Bihari Hindus and Bihari MuhammadallB in 
the Indian Medical Service T 

(b) Are Government aware that some vacancies in the Indian Medical 
Servroonre going to be filled in by t ~ , 

(c'\ Are Government prenared to nominatp. some Biharis in the said 
Serviee 7 

Mr. G. R. F. Tottenham: (a) Reeruitruent to the Inuian Medical 
Service is not inade on a provincial or communal basis. Government 
are therefore unable to furnish the information asked for. 

(b) Yes, after examination by a Selectwn Board. 
·(c) Yes, if they merit selection by reason of their qualifications itt 

comparison with other <,andidates, but not on the ground that they are 
Biharis. 

POPULATION OF FIJI AND OOl'lOroNAL REPRESENTATION !N THE FIn 
LEGISLATIVE CoUNCIL. 

~  "'Mr. Ram Na.r&yan SiDgh: (a) What is the total population 
(Jf Fiji ana what are the respective numbers of Fijians, Indians, Europealis 
and others therein T 

(b) Will Govern!hent be pleased to state theeompositiOD of the 
present LE'.gislative Council of Fiji' 

(c) IR it a fact that thp. Colonial Secretary has introduced a new 
scheme of communal representation in thp. Council, and, if so, ",118t 'is 
thst scheme , 

(d) Has the scheme mentioned in part (c) satisfied the various 
communities living in the Fiji Island and, if not, why not T 

(e) Have Government been oonsultedin the matter, and, if so, what 
are their recommendations' 

Sir Girja Shankar Bajpai: (a) A st.atement containing the re-
qnil-ed information is laid on the table of the House. 

(b) The present Ijegislative Council of Fiji consists of His Excel. 
lency the Governor as President, not more than thirteen nominn.ted 
(official) members, six elected European memhers, three elected Indian 
members and three Fijian memoers selected by the Governor from a 
panel submitted by the Great Council of Native Chiefs. 

(c) The ~ ~  Member's atteriiion IS invited to. my reply to 
Mr. T. S. Avmashilingam Chettiar's starred qnestion No. 68 'On the 2nt'fl 
iff this month. 

(d) Government have no information. 
(e) I would invite the Honourable Memher's attentiollto·tne 

nonourable i:Jlllwar ,Sir ·Jagdish Prasad's speech in the COunCM 6f State 
on the 18'tb }larch, 1'936, 'on a Resolution moved by the ·lfenourable 



QUESTIONS AND ANSWBBS. 

Mr. P. N. Sapru, and to my reply to Mr. Satyamurti's starred question 
No. 100 asked in this House on the 6th February, 1936. 

Statement. 

The estimated population of Fiji as on the 31st December, 1934, WILlI &11 
tollows: 

Fijians, Polynesians and Botumans 

Indians 

Europeans 

Half -castes 

Others 

Total 

102,843 

82,389 

4,763 

3,717 

2,837 

196,549 

NEGOTIATIONS WITH THE BRITISH GOVERNMENT FOR A NEW TRADE 

AGREEMENT. 

716. ~  Ram Narayan Singh: Is it a fact that Government bave 
,tarted new negotiations with the British Government for a new Trade 
Agrcement in place of the Ottawa Agreement of 1932, and jf so, will 
Goycrnment consult this Assembly in this matter T 

The Honourable Sir Muh&DlDlad Zafrulla.h Khan : The Honourable 
Member's attention is invited to the reply given by me to Seth Govind 

~ starred question No. 701 yesterday. 

Mr. S. Satyamurti : May I know, Sir, whether the whole questiO!l 
of the basis of the new ~ t t  has been referred to the Advisory 
(J(lmmittce which is now sitting in Simla 1 

The Honourable Sir Muhammad Zafrulla.h Khan: There is no 
Advisory Committee sitting in Simla, non-official Advisers have beea 
asked to advise the Government on the matter. 

Mr. S. Satyamurti : May I know what are the exaci terms of 
reference to them, or what are their exact functions in respect of the 
n,ew negotiations to replace the Ottawa Agreement ~ 

The Honourable Sir lIluhammad Zafrulla.h Khan: They will advise 
Government as to the lines along which in thcir opinion the possibility 
tX concluding a fresh trade agreement ought to be explored. 
Mr. S. Satyamurti : May I know if any mate!'ials or papers have 

been placed before them, and if so, what are tho:;>e T 

The Honourable Sir Muhammad Zafrullah Khan: The opinionl!l 
J;'eCeived t'rom Loeal ~t  as weH as other interests concerned 
are being supplied to the non-official Advisers: and I hav.e no doubt that 
any other information which they may MIl for and whIch Government 
~  in a position to supply will be supplied to them. 

Mr, S. Satyamurti : Have Government supplied the non-official 
,.dvisers with any tentative proposals of their own' 

The Honourable Sir Muhammad Zafrull&h Khan : No. 
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Mr. 8. Satyamurti : May I know. if any counter proposals or ~ 

gestions by the British Government have been received by the ~ 

mcnt of India, and if they have been placed before these non-officIal 
advisers' 

The Honourable Sir Muhammad Zafmllah Khan: Obviously, there 
could be no counter proposals unless proposals are put forward, and that 
stage has not yet been reached. 

Mr. S. Satyamurti: May I know, therefore, that these non-
offielet! Aoviscrs h ~ no materials before them to indicate to them the 
mind of this Government or of tIle British Government as to the lines 
on which the new ne1!otiations lire to be conoucted ~ 

The Honourable Sir Muhammad Zafrullah Khan: ~h ~ 

those who lire invited have to advise Government as to the lines along 
whieh negotiations should hf' cOlloucted, surely there could be no lines 
settl .. d by the Government. 

Mr. S. Satyamurti : I am asking, Sir, only about the tentative sug-
gestions whether there is any official of the Government in touch with 
them, so that they may have some indication as to the lines on which 
Government would like the matter to bc investigated. 

The Honourable Sir Muhammad. Za.frullah Khan : Government will 
consider the matter in consultation with these non-official Advisers and 
will then settle the lines along which negotiations are to be cenducted. 

Dr. Ziauddin Ahmad. : Is it the intention of the Government to send 
theflc non-official Advisers to England all'lo Y 

The Honourable Sir Muhammad Za.frullah Khan :  I have already 
answered this question that if the stage of oral negotiations is reached 
it is possible that these gentlemen may be invited to proceed to London. 

Mr. S. Sa.tyamurti : May I know whether the Government have 
considered or will consider the desirability, from all relevant points of 
view, of inviting delegates from Great Britain to India 1 

The Honourable Sir Muhammad Zafrullah Khan : I havc already 
answered that question also, that Government have had that matter 
in view. 

Mr. S. Satyamurti : May I know whether these non-official Advisers 
will have all the time, the assistance of the Government, whether there 
will be a continuons liaison kept between the Government and the non-
official Advisers, so that they maY' have the benefit of their advice and 
the ultimate solution may be t.he result of the action and reaction of 
these two sets of anthorities, and not one set of authorities acting inde-
pendently of the other Y . 

The Honourable Sir Muhammad Zafrullah Khan: All I can say 
is tnat there will be the fullest consultation between the Government and 
the Don-official Advisers. _ 

Mr. K. Ahmed : Is it oplln to any private individual or Members· of 
this Assembly to give advice to the non-official Advisers so that from the 
point of view of their own views, legal or illegal, they may consider and 
balance in their mind, in order to impart advice to the Central Body' 
(Langhter.) .. 



QUESTIONS AND ANSWERS. 2071 
The Honourable Sir M.uhammad Zafrullah Khan : That is a very 

general question. 

. Mr. S. t ~ t  : May I know whether these non-official Advisers 
wIll. be called III after the 8tagc is reached when the Government of 
Ind.Ia f.orllJulatc their pi"oposals and hear from the British Government 
theIr VlCWS on h ~  proposals, or are their functions to be over merely 
with advising this GOYe!"llJllcnt ? 

.The ~  ~  Muhammad Zafrullah Khan : That is a '-hypo-
thctIcal questIOn, but If at any stage before :my final conclusion is 
reached it beeomes desirable that further consultations should take place 
they will take place. ' 

Mr. S. Satyamurti : Will the report of the non-official Advisers be 
published for public information' . 

The Honourable Sir Muhammad Zafrullah Khan : I do not think 
there is any question of any report being made. 

Mr. S. Sa.tyamurti : Or will their recommendations or suggestions 
be published T 

The Honourable Sir Muhammad Zafrullah Khan : I cannot say. 

KING GEORGE MEMORIAL FUND. 

717. :;'Mr. Ram Narayan Singh: (a) Is it not a fact that Government 
have innngurated the King George Memorial Fund and if so, what are the 
aims and objects of this movement T 

(11) Is there any central authority to supervise and control the 
collection and if so, what is its constitution' 
. (c) Have Government issued any circular or circulars t ~  

Local Governments and if so, will they place them on the table ·of this 
House' 

(Ifl What is the total collection to this Fund all over the country till 
now and bow long will the collection continue and up to what amount 1 

(e) Is the collection a voluntary or a compulsory one T 
The Honourable Sir Henry Crnik (a) ~  in Delhi and in the 

Provinces respectively, have been opened by the Viceroy and the Gov.ernors, 
in order to raise memorials to the late King George. 

(b) No. The Funds arc separate. Contributions to the Viceroy's 
Fund are received by his Private Secreta.ry. 

((') Xo circulars have been issued. 
(d) The contributions to the Viceroy's FunJ. up to September 6th 

amount to Rs. 1,15,644. No date has been fixed for the Fnnd to close. 

( e) It is scarcely necessary for me to ~  that the Fund is being 
taised by voluntary ~ t  

Prof. N. G. Ranga : For what purposes will the proceedf.: of these 
Funds be utilised , 

~ The Honoura.ble Sir Henry Oraik : That depends on the deeision 
of those managing the .varioufl Funds. 
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•. IlobaD. La.l saksena : Will Government issue instructions that 
subscriptions should not be collected through revenue, police and income-
Uu officials t 

The Honoura.ble Sir Henry Cra.ik : It would be for Local Govern-
ments to issue such circulars if they consider them necessary. 

Pandit Nilakantha Das : Income-tax does not belong to Local Gov-
ernments. 

Mr. Ram Narayan Singh : Do Government realise that realisation 
of SUbscription hy official agency cannot remain voluntary! 

The Honourable Sir Henry Craik : No. Government do not realise 
that. 

Prof. N. G. Ranga : Who manages the Viceroy's Fund Y 
The Honourable Sir Henry Oraik : The Private Sceretary. 
Mr. Ram Narayan Singh : Are Government aware that in the pro-

"Vince of Bihar, especially in my district of Hazaribagh the whole police 
force was engaged in collecting subscription for the Silver Jubilee Oel&-
l)ration and even the poorest of the people had to pay something towards 
the same f 

Mr. President (The Honourable Sir Abdur Rahim): That does 
not arise. 

Mr. Ram Narayan Singh : It arises in this way, that subscriptions 
are said to be voluntary. 

Mr. President (The Honourable Sir Abdur Rahim) : What happened 
as regards another Fund has nothing to do with this question. 

Mr. Ram Nuayan Sm,;h : Will Government see the justice and 
wisdom of stopping this practice of realising any subscription by' offic41t 
agencies? 

The Honourable Sir Henry Craik : I have already answered a general 
question on that subject earlier in this Session. 

CONSTRUCTION OF AN OVERBRIDGE AT THE GUDUR JUNCTION STATION. 

718. "'Prof. N. G. Ruga: Will Government be pleased to state: 
(a) if any representations had been made by the local t~ of 

Gudur in Madras Presidency fl)r the construction of an 
over-bridge over the railway line at the ~ junetion 
station; 

("Ii) if they are aware of the fact that the local people are frequently 
fined for trying to cross the railway line, or even for walking 
along the railway bund ; 

(c) if they are aware of the great inconvenience caused to the local. 
people by the ra;lway cutting the town in twain, 'While 
providing no over-bridge for people to pass conveniently from 
one part of the town to the other ; and 

(d) ,whether they propose to consider the advisability of making the 
, Madras and Southern M'ahratta Railway to MllStruet an 

over-bridge f . 



QUESTIONS. AND ANSWERS. 

The Honourable Sir Muha.mmad ZafmUah Khan : (a) No repre-
sentation has been rec('ived by Government. 

(b) to (d). Government have no information regarding the incon-
venience referred to. 'I'he Honourable Member is no doubt aware that 
olossing the railway line and lands except at the crossing places provided 
constitutes trespass, ana is fraught with danger to the trespasser. The 
policy of Government is to leave to the discretion of the Railway Admi-
nistration such matters as the provision of overbridges where the traffic 
justifies them. The question, therefore, is one best referred to the Agent 
of the Railway concerned through the Local Advisory Committee. 

CoNSTRUCTION OF RAILWAY STATIONS AT MACHAVARAM IN THE GUNTUR 
DISTRICT AND NIDIGALLU IN THE NELLORE DISTRICT. 

719. *Prof. N. G. Ranga.: Will Government be pleased to state . 

(a) if the local residents of Machavaram and its neighbourhood ill 
Guntur District and Nidigallu in Nellore District have ~  
for the construction of railway stations and have shown 
how the railway traffic will increase thereby; and 

(b) if 80, whether they propose to consider the advisability of 
establishing those stations on the Madras and Southern 
Mahratta Railway , 

The HODoura.ble Sir Muh&mmad Zafrnlla.h Khan : (a) Goyernment 
have no information. 

(b) Does not arise: 

ALLOWANCES GIVEN TO THE MEMBERS OF THE RAILWAY ADVISORY 
COMMrrrEES. 

720. *Prof. N. G. Ra.Dga: Will Government be pleased to state; 

(a) the allowances and the travelling allowances given to ihe 
members of the Railway Advisory Committeeb ; 

(b) whether they propose to consider the advisability of retlucing 
the allowances to the level of allowances granted to the 
Members of the Legislative Council ; and 

(c) h~th  they are prepared to spend the money thus saved UP()O 
increasing the representation upon tl!J.e Advisory Committef!8 
for the peaBallts and third-class passengers ! 

\ . The Henoura.ble Sir Mub&JQmadZafrullah Khan ~ (a) Members other 
than railway or Government servants are allowed Hs. 32 for each meet-
ting tt ~  and an extra allowance of Rs. 10 per day for any day or 
flays spent in travelling between their town of residence and the place of 
:.eetiBR-, for whreb the fee of Rs. 32 is not silmisRible. They are also 
allowed free travel t~  tlteir town of nliroence I\Ild the place ai 
which the meeting is held. 

(1I) The ~  of a reduc.ti9Jl was oonidereaa few-years o.k but 
..... Jiegntived. 
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(c) Does not arise, but the question of adequate representation of 
various interests on these Committees will be discussed shortly with the 
Central Advisory Council for Railways. 

Prof. N. G. Ranga : Why is it, in view of the fact that members of 
the Local Legislati-{e Councils are given a daily allowance of only Rs. 10 
and nothing more, that Government do not see the necessity of revising 
the scale of allowances granted to these people which are easily three 
times as much as those granted to Local Ijegislative Council members T 

The Honourable Sir ltIuhammad Zafrullah Khan That is an argu-
ruen!. but, after all, the question has to be disrussed ,\"ith these Com-
mittees, and as is perhaps quite natural, they are most reluctant that a 
reduction should be made in their allowances. 

Prof. N. G. Ranga : Is not the qnestion of the seale of allowances 
to be granted to these people to be decided by the railway authorities 
and not by the members of the Local Advisory Committees' 

The Honourable Sir Muhammad Zafrullah Khan : I should be very 
glad to make a reduction, but I am afraid there would be a good deal 
of objection to it. 

RECRUITMENT TO THE INCOME-TAX DEPARTMENT. 

721. ~  N. G. Ranga : Will Government be pleased to ~t t  : 
(a) if the recruitment to the Income-tax Department is made 

through the Public Service Commission ; 
(b) if not, how it is made; 
(c) why it is not made through the Public Service Commission; 

and 
(d) whether even promotions are not being made at present in 

accordance with seniority and efficiency , 
The Honourable Sir James Grigg: (a) No. 
(b) Appointments to all non-gazetted posts are made by Commis-

IDOn'll"S or Assistant Commissioners of Income-tax either by direct 
recruitment or by promotion from lower grades. The posts of Illcome-
tax ~  are generally filled by departmental promot.ion from the 
subordinllte executive service and those of Assistant Commissioncrs 
ordinarily by promotion from Income-tax Officers, but oc<!asionally by 
app(.intment from the Indian Civil Service. Commissioners are 
appointed by the Government of India either from the Indian Civil 
Service Or by promotion from Assistant Commissioners. The Public 
Service Commission is con$'lllted when the appointments of' Assistant 
Commissioners are made by promotion. 

(c) As appointments to all superior posts in the Income-tax Depo.1-t. 
ment arc made generally by promotion, it is not considered necessary to 
blake tl1eir recruitment through the Public Service Commission. 

((1) No. 
~  R. G. itanga. : Why is it there are no committees appointed 
to advise the Income-tax Commissioners in making their appointmeiItl f 
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The BODour&ble Sir James Grigg : Committees of whom' 
Prof. N. G. Ranga. : Committees of non-official advisers. 

_ . The BODoUl'&ble Sir James Grigg: Why should there' be T It 
strIkeR me as an extraordinary suggestion that you should attach to 
every Go.vernment .Department a soviet, shall I say,-I do not mean to 
~  offenSlve-a SOVIet of politicians in order to ensure that appoiutll1cnts 
ill Departments shall not be made on political grounds. 

Mr. 8. Satyamurti : Keep them for the Reserve Bank 

The. Honourable Sir James Grigg: Incidentally I may say, by way of 
~ t  to the Honourable Member, that the question of the aUlliiuis-

!ratIve arrangements in the Income-tax Department is ope of the most 
UnpOl"tllllt matters under the consideration of the expert advi;;crs. 

RATIFICATION OF THE INTERNATIONAL LABOUR CONVENTION REGARDING 
FORCED LABOt'R. 

722. *Prof. N. G. Ranga : Will Government be pleased to state: 
(a) if they have not ratified the International Labour Convention 

regarding Forced Labour ; 
(b) if they have ratified it, whether they have taken any ctiective 

steps to put a stop to the practice of "Forced Labour" 
resorted to by their own Departments and officers ; 

(c) what action has been taken to compel Local Governments to 
stop the " Forced Labour " ; and 

(d) what they propose to do to stop the" Forced Labour" practicc 
in the excluded and partially excluded areas? 

The Honourable Sir Henry Craik: (a) The Resolution which was 
adopted by the Legislative Assembly and the Council of State in 1931 
runs aF! follows :-

"While considering that the Draft Convention on forced labour eould not be 
ratified until Article 2 thereof is modified so as to exclude labour exacted under the 
Criminal Tribes Act, the Good Conduct Prisoners' Probational Release Act and other 
similar legislation in force, this Council/As;cmbly recommends to the Goyernment of 
India that they proceed to take action on all oth!'r provisions contained in the Draft 
Convention and the Recommendations as Boon as may be practicable." 

(b), (c) and (d). Acting on that recommendation the Government 
of IudiR obtained from Local Governments information of the forms of 
forced or compulsory labour occurring in the various provinces. WhJr-
evcr thes£' appeared to fall within the definition of forced or compulsory 
labour prohibited by the Convention, the Government of India have 

'reqnested the Local Governments to put a stop to them. 
. The Convention does not require that forced or compulsory labour for 

PUblic pu.rposes should be suppressed imm£'diately : but Local Governments 
have been asked to see that, where it cannot be immediately abolished. it 
is restricted to the narrowest possible limits, abolished as soon as possible, 
and in the meanwhile regulated as required by the Convention. 

Mr. Lalchand Navalrai : May I know from the Honourable Melllber 
what is the definition of forced labour , 
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The Honourable Sir Henry Oraik: I would refer the Honourable 
J,1cmlJer to Article 2 of the Convention. 

Mr. N. M. Joshi: May I ask whether the Government of India have 
recei"ved any reports from the Local Governments regarding the actioDt 
t.aken by them T 

The Honourable Sir Henry Ora.ik : Yes. 
Mr. N. M. Joshi : May I ask whether the Government of India would 

publish the information on this subject sent by Local Governments as 
wdl as the action taken by the latter Y 

The Honourable Sir Henry Ora.ik: I will consider that. I caunot 
give a definite undertaking. 

Prof. N. G. Ranga : Have Government any idea of the approxilllate 
number of people who are subjected to this forced labour 1 

The Honourable Sir Henry Ora.ik: That is a very wide qucstiOll. I 
eouhl not say off-hand. 

Prof. N. G. Ranga : What steps are being taken by the Local Govern-
ments as well as bY.the Central Government to implement this particular 
conycntion and see that forced labour is not resorted to by local hoards 
as well as by the various officials of the Local Governments? 

The Honournble Sir Henry Ora.ik: I have already answered that. 
Vv· e have asked Local Governments to put a stop to all forms of forced 
labour that fall within the definition given in the convention, as soon 8B 
possible. 

Prof. N. G. Ra.nga.: Are the Government aware of the fact that 
distriet boards in Agency parts and also in excluded areas even today 
resort to forced labour and force the ordinary peasants and workers 
there to work freely and forcibly? 

The Honourable Sir Henry Ora.ik : The Convention does not require. 
tile immediate abolition of forced labour for public purposes. During 
the transitional period, forced labour is under the Convention allowed 
for public purposes. 

Mr. V. V. Girt: What is meant by public purposes T 
The Honourable Sir Henry Cra.ik: There again, I would ask the 

HOlJourable Member to read the Convention. 
Mr. Mohan Lal Saksena : How long is the transitional period to last' 
Tha Honourable Sir Henry Ora.ik: Till some date in 1937. 
Prof. N. G. :R.a.Dga : Is the Honourable Member aware that the Con.. 

vention laid stress upon the necessity for paying some wages to thesa 
ptopl!) who are forcibly made to work on public works and that no 
attempt has till now been made. by the various local authorities to m&. 
allY payment ? 

The Honourable Sir Henry Ora.ik: I am not aware of that. 
Mr. K. Ahmed : Will any medical man or lawyer be subject to forced 

labour if they are paid according to the rulescU eertltiA inatit.uiio.:Qlt and 
Gov.ernment as well T 
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Mr .. LalehaBd Nava.lra.i : May I know from the Honourable MCluber 
if officials go on tour and use laoourfor the pitching Qf tents, is thait 
forceu labour or not ? 

The ~ Sir Hemy. Ora.ik: They are required to pay for 
tnat. 

HELP TO THE IlANDLOOM WEAVERS. 

723. ~  N. G.· !tanga : Will 'Government be pleased to ~t t  ~ 

(a) if they have received the resolutions passed at the AIJdhra 
Provincial Handlooin Weavers' Conferrnce held in July; 

(b) if they are aware of a number of conferences of handloo!ll 
weavers held in Salem, Chinglevnt, Tinnevelly and other 
Districts of Tamilnaad; . 

(c) if they are aware of the general demand of the handloom 
weavers expressed at all th(}secoruerences that: 

(i) since the handloom weavers are suffering from the competi-
tion of foreign mill-cl<>th and Indi8l.l mill-cloth, the pro-
duction of cloth upto 20s. and certain kinds of cloth above 
40s. ought to be reserved for the handlooms ; 

(ii) that suitable steps, including the lowering of the import 
duty on yarn ought to be taken to bring dowll Lhe co ..... t of 
yarn supplied to the handlooms ; 

(iii) and that the present subvention to the handlooms ought 
to be increased considerably ; and 

(d) if so, what steps they propose to take to help the handloom 
weavers Y 

The Honourable Sir Mluhammad Zatrulla.h Khan: (a), (b) and 
(c). Yes, Sir. 

(d) The attention of the Honourable Member is invited to the 
answers given by me to the questions on the subject on the 12th, 13th 
aad 27th February, 1936, and the 6th March, 1936, and to question No. 
496 by... Mr. Satyamurti in the current Session. 

Prof. N. G. Ranga : In view of the fact that the answers refer 
only to steps that Government have taken in the past, will Government 
be pleased to state what definite and specific steps they propose to take 
in the near future to help the handloom weaving industry in regard 
to their. demands contained in (c) ? 

The Honourable Sir Muhammad Zafrullah Xha.n: Detailed iltate-
ments have already been made on that subjeet. With regard to (c) (i) 
there is strong repugnance towards the suggestioI' on the part of the 
mill-owners. 

'Mr. K. Ahmed: Is it not a fact that the product of the handloom 
w{)rk costs mueh more than the product of the mills and it is no use 
going in for Khaddar or hand spun e.IQths for the purpose ofconsmnp-
tion because it costs much more 7 

,The HGIleur.a.1Ke Sir Muhammad Zafl'ulla.h ][baa : That may be the 
experience of the Honourable Member. 
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Mr. 8. 8lI.tyammti: May I know whether Government are 'con-
sidering these two qeustions, lowering of the import duty on yarn, and 
the increase of the subvention to handlooms 7 

The Honourable Sir Muhammad Zafrullah . Khan : No, with regard 
to (c) (ii). With regard to (iii) my Honourable colleague in chat'geof 
the Industries and Labour Department has already explained the posi-
tion. 

Mr. S. Satya.murti: May I know why not with regard to (0) (ii) , 
The Honourable Sir Muhammad ZafruIlah Khan : Because Govern-

ment consider that no case for reduction has yet been made out. 
Prof. N. q.. Ra.nga: Will Government try to investigate the extent 

to which the Indian mill made cloth is competing with the handloom 
woven cloth, to the disadvantage of the latter Y 

The Honourable Sir Muhammad Zafrullah Khan: No, Sir. 
Prof. N. G. Ranga: Why not, Sir Y 
The Honourable Sir Muhammad Za.frullah Khan: I have already 

replied to all these questions. There is a certain scheme of protection 
granted to the mills and during the currency of that scheme it is not 
much use entering upon this investigation' 

Prof. N. G. Ranga : How long is this scheme to continue Y 
The Honourable Sir Muhammad Zafrullah Khan : The Honourable 

Member is aware of it as well as myself. 
Dr. Ziauddjn Ahmad: Government are not contemplating the 

reduction of duty of yarn. May I ask whether Government is not con-
sidering it on ac(:ount of revenue or whether they think that thi<; thing 
is aot required for the protection of the handloom weavers T 

The Honourable Sir Muhammad Zafru1l&h Khan: My reply 
referred to the. fact that nothing immediate had been deCided upon. 
As to what final decision will be arrived at on this matter later on on 
general grounds, I am unable to say. 

Pandit Nilalmntha Das: Are the Government thinking of any 
rebate or drawback to the handloom industry' 

The Honourable Sir Muhammad Zafrullah Khan: I suhmit, Sir, it 
is not fair to ask me as to what we are thinking of. 

Pandit Nilakantha Das : Are they considering this. ~ t of the 
question-rebate or drawback. . 

The Honourable Sir Muhammad Zafru1lah Khan : I have already 
said that no decillion has been arrived at. As to what might or might 
not happen in the future I am unable to say. 

EFFECTS OF THE RECOMMENDATIONS OF THE TARIFF BOARD ON THE COT'q>N 
TEXTILE INDUSTRY UPON THE ILumLOOM WEAVERS. 

724. *Prof. N. G. Ranga. : Will Government be pleased to state: 
(a) if they have examined the direct or indirect t~ of the 

recommendations of the special Textiles Tariff Boarel, upon 
the handloom weavers ; 
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{b) if they are aware of the protests made against those recom-
mendations by the Andhra Provincial Handloom WeaverS" 
Conference ; and 

(c) if so, what they propOBe to do to pr()tect the handloom weavers 
~ t~  adverse effects of ~  the protective duties, 

whIch IS recommended by the SpeCIal Tariff Board Y 

The Honourable Sir Muhammad Zafnillah Khan: e a) and (b) . 
Yes, Sir. 

e c). I would refer the Honourable Member to paragraphs 105, 106 
and 109 of the Report of the Special Tariff Board, copies of which are 
in the Library. 

Prof. N. G. Ranga : In view of the fact that the Tariff Board of 
1931 has recommended against the import duty on yarn, why is it that 
Government have failed to lower the import duty On yarn at least to 
help the handloom weavers, especially when they were prepared to lower 
HlC import duty in giving effect to the recommendations of· the Special 
Tariff Board Y 

The Honourable Sir Muhammad Zafrullah Khan : That is an argu-
ment, not a question. 

RECOGNITION OF THE ANDHRA PASSENGERS' ASSOCIATION, BEZWAJ>A, BY 

THE MADRAS AND SOUTHERN MAHRATTA RAILWAY. 

725. "'Prof. N. G. Ranga: Will Government be pleased to state: 

(a) if the Andhra Passengers' Association (Bezwada) ha.:l applied 
to the Madras and Southern Mahratta Railway for 
recognition ; 

(b) whether it is a fact that it has not yet been recognised by the 
Hail way Agent ; and 

(c) if so. whether they are prepared to see that the said Asso-
ciatioD which has been functioning for the last eight years 
is recognised soon Y 

The Honoura.ble Sir Muhammad Zafrullah Khan: (a), (b) and 
(c). J am not aware·of what the Honourable Member means by the term 
" recognition". It is obviously open to the Association referred to, as 
to any other organised body, to make such rerresentations to the Rail-
way Administration as may he considered necessary or desirahle. 

Prof. N. G. Ranga : Is it not a fact that the .. arious ~ 

tions of the Andhra Passengers' Association to the Agent of the M. and 
S. M. Railway were not answered by the Agent and the Agent replied 
to say that he was not prepared to recognise any communications 
'emanating from that association? 

The Honourable Sir Muhammad ZafruUah Khan: I have no 
information. 

Prof. N. G. Ranga : Is it not a fact that various Questions were put 
in this House during the first Session of this Assembly and Government 
said that they were trying-to (!E't into tOll!'h with th" Azent of t~  
M. and S. M. Railway and see that necessary steps are taken to recogmse 
this association' 
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h ~~  __ . J4uhamnlaA ~ XllaD : .I; dQ not know 
what the Honourable Member means by recognition of such anasso-
ciation. 

Prof. B.-G. Bang&.: r :may inform the HGnourable 1\(>ember that 
what I mean is that when such an association writes about the com-
plaints of the passengers, the Agent is expected to reply to them, 
&llSwering the various points raised. 

The Honourable Sir Muha.mmad Za.frul1a.h Khan: That would 
apply to any representation made by anY individual or association. It 
really depends upon the substance of the representation and not upon 
the person who makes that representation. 

Prof. N. G. Ranga.: Is it open to the Agent of the M. ana S. M. 
Railway not to take any notice of any complaints of such a legitimate 
orgar.isation as the Andhra Passengers' Association T. 

The HonoUrable8ir Muha.mmM Zafrullah Jtha.n : 'there is no qUe&-
tion of legitimate or illegitimate. It is for the Agent to consider 
representations that are addressed to him and it is for him to take such 
action as he may think desirable or feasible. 

Mr. Mohan Lal Sa.ksena : Is it the policy of Government not to 
encourage the formation of such associations Y 

The Honourable Sir Muhammad Zafrullah Khan: There is no 
question of encouragement or discourageme,nt. It is open to all who 
are interested in these matters to form themselves into associations. 

Qazi Muhammad Abmad Xazmi: Will the Honourable Member 
enquire from the Agent as to why he does not take any notice of the 
complaints that are sent to him by this association' 

The Honourable Sir Muhammad, Zafrullah Khan: No, Sir. 

Prof. N. G. Ranga. : Will Government inquire whether it is not a 
fact that the Agent has refused to take any notice of the various com-
plaints made by this organisation during the last six years T 

The Honourable Sir Muhammad Zafrul1a.b. 'Khan: No, Sir. 

Prof. N. G. Ranga. : Why not, Sir? 

The Honourable Sir Muhammad Zafrulla.b Khan: For- the reason 
that it is for the Agent to decide whether he will or will not take notice 
of fluch complaints. 

Prof. N. G. Ranga. : May I know why the AgE'nt refuses to consider 
any complaints that may be brought to his notice, with a view to 

t ~ out defects in the 't'ailway administration and thus helping 
them to improve their own efficiency' • 

The Honourable Sir Muhammad Za.frullah Khan : When a com-
munication is received, I have no doubt it receives due consideration 
At the hands of the Agent. It is not incum bent on him to send a 
detailed· reply to every representation that may be made to him. 



QUJIISTIONS AND ANSWBBS. 

AoDITI01UL POSTAL FACILITIBS PROVIDBD FOB RURAL .AREAS. 

726. >I Prof. N. G. Ranga. : Will Government be pleased to state: 
(a) what kind of additi<lnal postal facilitie.s have been provided 

for rural areas since January, 1935 and to what p.xteut ; 
(b) how many rural post offices, and post-boxes have been opened 

in different provinces ; and 
(c) what further facilities are proposed to be offered to rural 

areas f 
The Honourable Sir. Fr&nk Noyce: Information has been called. 

for and a reply will be placed on the table of the House in due course. 
l'tIr. K. Ahmed: Are Government aware, that there are certain 

post offices in the rural areas where, if a Member of the Legislative 
Assembly even buys postcards and envelopes and posts his letters, they 
arc not delivered to the addressees ? 

The Honounble Sir Frank Noyce: Sir, I am very much obliged 
to the Honourable Member for his efforts to drive his point home to 
my simple intelligence, but I am not aware of what he has stated and 
I hope it is not correct. 

Mr. K. Ahmed : Are the Government aware that in th6Ge post 
offices and sub-post offices in the rural areas there is not a single 
postman appointed Y 

The Honourable Sir Frank Noyce: No, Sir, I am not aware of that. 
Mr. N. M. Joshi: May I ask whether Government propose to set 

apart a portion of their rural uplift grant for the purpose of providing 
additional rural facilities in postal matters 1 

The Honourable Sir Frank Noyce: No, Sir. The provision of such 
facilities is a matter for the Posts ~  Telegraphs Department. 

Prof. N. G. Ranga : What is th~ answer to part (c) of this ques-
tion T 

The Honourable Sir Frank Noyce: The answer to part (0) of the 
question is the same as the answer to parts (a) and ~  The informa-
tion has been calledf()r and a reply will be placed on the table of the 

~  in due course. 
Mr. N. M. Joshi: May I ask why the provision of postal facilities 

to rural areas' is not a part of the rural uplift work' 
The Honourable Sir Frank Noyce: It is a departmental matter. 

If you once start debiting the cost of additional post offices to the rural 
uplift grant, there will be hopeless confusion. 

Mr. N. M. Joshi: May I ask whether a part of the rural uplift 
grant is not spent" for the provision of rHdio faeilities to villages ? 

The HonouraJ?le Sir Frank Noyce: That is an entirely different 
matter. The Posts and Telegraphs Department is a commercial depart-
ment ; the Broadcasting Department is not. 

l'tIr. La.lchand Navalrai : May I ask the Honourable Member if the 
{foverument are aware that in the rural areas in Sind where post offices 

~~ • 
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are needed .nd the pultlic w.ant them and yet they are not heing 
opened T If the Honourable Member does not know this, will he kindly 
make ~  in the matte!' , . 

The Honoura.ble sIr Frank Noyce: I am quite aWare of that fact 
and, as the Honourable Member should be aware, I have devoted rather 
spooial attention to the question of Sind from time to time. 

Prof. N. G. Rangs. : Part (c) of the question relates to what addi-
tional facilities do Government propose to offer to rural areas. I want 
to know whether Government propose to supply more post boxes and 
arrange for more frequent deliveries of tt~  in these villages , 

The Honourable Sir Frank Noyce : I would suggest to the Honour-' 
able Member that he should wait for the comprehensive reply which Ipro-
pose to give him. 

Mr. N. M. Joshi: May I ask whether postal service is not a monQ-
poly of the State, and if it is a monopoly, whether inconvenience is not 
.caused to the public if the monopoly service is not univel'8alised 1 -

Mr. President (The HOll{)urable Sir Abdur Rahim): That is a 
matter of opinion. 

PROPOSED RETRENCHMENT OF RAILWAY STAFF AND THE LOWERING OF 
W AGES AND SALARIES. 

727. ::'Plof. N. G. Ranga. : Will Government be pleased to state: 
(a) whether they have asked the representatives of ~  to 

agree to the proposed retrenchment. of staff and to the 
lowering of wages and sala.ries; 

(b) if so, what the attitude of the railwaymen's representatives 
was; 

(c) whether it is not a fact. (i) that since 1929 more than a lal;;h 
of raihray workf:rs. drawing' Jess than TIs. 100 per mensem 
had been retrenched, and (ii) that the higher paid people 
had been retrenched to a very much smaller extent ; and 

(d) how they propose to seek to justify their proposals to further 
retrench the lower ranks of the railwaymen and re<lucc 
their wages and salaries' 

The Honoura.ble Sir Muhammad Zafrulla.h Xha.n: (a) and (b). The 
following subjects in certain of their aspects were discussed between 
the Railway Board and the AlL-India Railwaymen's Federation at two 
meetings held on the 9th April, and 10th July, 1936 : 

(i) Retrenchment of staff on State-managed Railways; 
(ii) New scales of pay so far as they relate to t t ~ 

Railways. 

The results of discussions at these two meetings were summarised 
and published in Railway Board's communiques, dated the 9th April, 
1936, and 10th July, 1936, respee:.tively, copies of which are in the 
Library of the BonRe. . 



~ ~  '(') and (i4). ,.The'toiaf'nllmb-er t ~ t  the prin-
cipal rail ways in 1929-30 and 1934-35 respectivel, wag as folloW's : 

1929-30 759,966 
: ~  646,218 

Government have no separate information in respect of staff draWing 
less than Rs. 100 per mensem and those drawing more than Ra. 100. 
' •. ,. Cd) I woiild refer the HonQurable Member to the reply .giv:en to 
part (a) of starred question No. 644, asked by Dr. Ziauddin Ahmad on the 
2Rth September, 1936. Government have no p.roposal for any general 
lowering of the wages and salaries of staff already in service. 

Mr. If. lit Joshi : May! ask whether the Railwaymen's Federation 
have not a:8ked for ail. inquiry into the dIspnte regarding the retrench-
d1ent on Indian Railways ? 

The Honourable Sir lIulmmmad Zafrulla.h )[han: The inform&tioll 
is ~ t  in the two communiques to which I have referred. 

XT. L&lchancl lfaV&lr&i: May I know if the statement made in 
clause (c) that the higher paid people have been retrenched to a very 
much smaller extent is correct or not T 

The Honourable Sir MuhamMad Zafrullah Khan : I bave said that 
information is not readily available separately with regard to sta:/! 
drawing above as. 100 aDd below &s. 100. 

Mr. Jl. M. Joshi : May I ask h th~ the Governmettt ptopoS'e to 
agree to the request of the All-India Railwaymen'8 Federation for an 
mquiry into the dispute regarding retrenchment , 

The Honourable Sit lIuhammad Z8.frullah Khan : No, Sir. 
Mr. N. :M. Joshi: Why not, Sir T 
The Honourable Sir Muhammad Zafrullah £ha.n: For the reasonS 

which were given. by the Chief Commissioner. 
Mr. Ls.1chand N'avaJrai: Will the Honourabk Member then find 

Ollt whether it is a fact that the higher paid people h ~ not been 
retrenched to the proper extent' 

The Honourable Sir Muhammad Zafrulla.h Khan : I have not the 
8lightest doubt that they haw been retrenched to the proper extent. 

Mr. It. Ahmed : Is it not a fact that the principle observed in the 
matter of retrenchment was in accordance with the procedure laid 
down T So the number being Ipss amongst people drawing higher 
salaries were in smaller extent retrenched 1 At the same time, follow-
ing the rules of the Go,"ernment and the proced.ure laid down in the 
matter of retrenchment by which they were perfectly justified in 
retrenching the officers drawing salaries of less than Rs. 100 and more! 

The Honourable Sir Mubammad Zafrullah Khan : Obviously, Gov-
ernment think that they were justified in laying down the procedure. 

Dr. Ziauddin Abmad : It is not a fact that not a single man draw-
ing a salary of Rs. 500 and more was ever ~ h  and the retrench-
ment in the C8l!e of the higher officers always meant shifting from one 
department to another , 

LMfILAD B2 
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The Honourable SirJlnhammad Zafrullall Khan ~ 1 would require 
notice of that question. 

RULES FRAMED BY THE GoVERNOB GENEBAL IN CoUNCIL AND THE LoCAL 
GoVEBNlrIENTS UNDEB SECTION 401 (6) OF THE CODE OF CBUlINAL 
PBoCEDUBE. 

728. ~  S. Satya.murti: Will Government be pleased to state 
whether any rules have been framed by the Governor General in Council 
under section 401 (6), Criminal Procedure Code, and if so, to lay a copy 
of the rules on the table , 

The Honoure;ble Sir Henry Oraik : The Governor General in Council 
has not by general rules given directions as to the suspension of 
sentences. But the Home Department Notification, dated the 19th 
June, 1933, (a copy of which is in the Library) contains instructions 
for the submission of petitions (including petitIOns for suspension of 
sentences other than death sentences) : and the provincial Jail ManualS' 
contain instructions for the submission of petitions from pe!"sons under 
sentence of death. 

Mr. S. Satyamurti : I believe these rules lay down only the pro-
cedure with regard to petitions. I want to know whether these rules 
contemplate any test being laid down for the Governor General in 
Council in the exercise of his discretion under this question f 

The Honourable Sir Benry Craik: I have said that the Governor 
General in Council has not by general rules given directions as to the 
suspension of sentences. The rules which I referred to relate to the 
submission of petitions for the suspension of sentences. 

Mr. S. Satyamurti: Are there any special rules , 
The Honourable Sir Henry CraiB:: No. 
Mr. It. Ahmed: Is the Honourable Member aware that there are 

rules at the back of the Indian Criminal Procedure Code &I;l.d any 
Lawyer who happens to have read and passed an examination in the 
Criminal Procedure Code is familiar with them' 

The Honourable Sir Henry Craik : That question is addressed to 
my Honourable friend opposite, I think. 

Mr. It. Ahmed: Is it not a fact that judicial discretion is exercised 
in the matter of suspension or remission of sentences under section 401 
Criminal Procedure Code T - t 

Mr. S. ~ t ~  If ~ ~  I shall answer that question. I 
am not talkmg of JudICIal dIscretIOn but of executive discretion. My 
Honourable friend knows nothing of what he is talking about. 

DEMOLITION OF THE SUPERIOR STAFF QUARTERS IN THE DICKY BAZAR IN. 
BAHARANPUR REMOUNT DEPOT. 

729. 4!Qazi Muhammad Ahmad Itazmi : Will Government be pleased 
18 state: 

(a) ~ th  it is a fact t~ t the Army Department have decided to 
demolIsh the superIor staff quarters in the Dicky Bazar, in 
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Sah8l'anpllr 'Remount Depd't ·:ir' so: . h t th ~ ~ ~ 
for this decision ; " 

(b) whether .it is a fact that the present quarters are held only at 
a nommal rent by the superior staff j 

(c) h t~  it is a fact that new quarters that are proposed to be 
bUIlt for the superior staff will be situated at a. distance of 
about two mnel> further away from tile city ~  the present 
quarters; 

(d) whether it is a fact that the proposetl quarters will be rented 
out to the staff at a high rate of rent ; 

(e) whether it is a fact that the member" of the staff have protested 
against this proposed change as being highly inconvenient 
to them in all respects ; 

(I) whether it is a fact that no complaints were ever made by mem-
bers of the staff about these quarters; if not, what the 
number of complaints and their nature is ; 

(g) whether it is a fact that the members of the staff have offered 
to carry out the repairs of the present quarters at their own 
expense, if they are allowed to retain them ; 

(h) whether they have considered the advisability of allowing the 
members of the superior staff to retain these present 
quarters ; if nO'l;, why not ; and 

(i) if the answer to part (h) be in the negative, whether they 
have l'onsidered the advisability of making the new quarters 
for the staff in the Dicky Bazar itself ; if so, with what 
result ; if not, why not Y 

Mr. G. R. F. TotteDham: (a) Yes, they are nnhealthy and insani-
tary and' it is no longer economically possible to maintain them in a 
satisfactory state of repairs. 

(b) No. 
(c) No. 
(d) No. 
(e) No. 
(I) No. Several oomplaints have been made regardiilg the UllIJI1ti8. 

fa.etory nature of the buildings. 

(g) No. 
(k) No, for the reasons ~  in reply to ~ (a) and (I) and as 

the proposed site is nearer the e1ty than the ~~ t  ~  

, (i) For administrative and h ~  reasons. Govenunent ~  decided ' 
that it is not desirable to build' the newquaTte!'s on the old SIte. 

Qazi Muhammad Ahmad Xazmi: Is it a, ~t  that the, Euro}!ean 
quarters are close to tlie bazar and are they qUIte sanJtary f., " 

Mr. G. B.. F. Tottenham: The Honourable Member bas got . an()ther 
question later on when: I shan give him an ansWer to that questi()ll. 
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Qui Muhammad Ahmad Xa.zmi : So far as sanitation. is con-
cerned, what is the distance of these quarters from the' European 
quarters which are considered to be satisfactory Y 

Mr. G. B. F. TotteDha.m : I do not know. 
Qui Muhammad Ahmad Xa.zm.i : .Axe they not close to them , 
Mr. G. R. F. TotteDham: I do not know. 
Qa.zi Muhammad Ahmad Xa.zm.i : Is there no possibility of selecting 

any other place nearer to the present site than to take away these 
qUarters to a distance of two miles further away from the city and the 
present quarters J 

Mr. G. B.. F. TotteDham : I am afraid I do not know. 
Qazi Muhammad Ahmad Kazmi: Has the Honourable Member 

enquired as to what is the special point about the sanitary condition of 
tne present place Y Is it lower than the adjoining place Y 

Mr. G. R. F. TotteDham : I have not enquired. I was not asked to 
do so. 

Qazi Muhammad Ahmad Kazmi : Did the Honourable Member act 
IIpon the recommendation communicated to him by the staff about the 
sanitary condition of the place , 

1Ir. G. R. F. Tottenham: I have given an answer to the question 
put by the Honourable Member and I have no further information 
beyond what I haye already given. 

Qazi Muhammad Ahmad Kazmi: Has the Honourable Member 
~  about the rent that is now being paid by the superior staff 

fA>r their quarters. 
Mr. G. R. F. Tottenham: I was not asked to. 
Qui Kuha.mmad Ahmad Razmi: That question was ~  

put in part (b) : whether it is a fact that the present quarters are 
held' only at a nominal rent by the superiop sUlff 7 

Mr. G. R. F. TotteDham: I have answered, no. 
Qazi Muhammad Ahmad Kazmi: What is the rent, I want to 

know. 
Mr. G. R. F. TotteDham: The Honourable Member only ~  if 

the rent is nominal and I have answered. nO. If the Honourable \Iem-
b .. wanted to iknow the actual rent, he should have put down a ques-
tion to that effect. . . . , 

Qa.zi Muhammad Ahmad Xazmi : What is the rent which the 
~  Member calls nominal which made him allSwer, no, to this 

question' 
Mr. President (The Honourable Sir Abdul' Rahim) : It is the 4 

H611.0ul'able Member in his question who referred to nomipal ~ t  If 
he wanted to know the actual rent, he should have drafted a specHle 
q'Qestion to that effect. 

Qazi Muhammad Ahmad Kazmi : What would be the reM of the 
~  t~  

". Q. R. •. Tcm._.-", : ~ ~ been ¥ke4 to ti.n4l' ~t  
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~  FOR l'HE STAfF OF .THE S.AlI.ARANPUR REMOUNT D;El'OT. 

730. ·Qazi Mu1mmmad. Ahmad. Kazmi: (a) Will Government be 
pleasea to state whethe:. it is necessary for them to provide superior staff 
of a Remount Depot WIth quarters '/ If so, under what rules T 

(b) U the answer to part (a) be in the negative what is the reason 
for making new quarter!> for the superior staff in ~h  Remount 
Depot at a distance of two miles from the present (lUurter;5 and investing 8 
large sum of money in them 1 

(c) What is the sum of money spent in the new quarters of the menial 
staff and what is the estimate of the projected ~  T 

Mr. G. R. F. Tottenham: (a) and (b). Government are not bound 
to provide quarters for their staff, but they do so if it is economical and 
increases their efficiency. 

(c) The expenditure on the new quarters for the menial staff amounts 
to about Rs. 42,000. The estimate for the projected building!' is 
Rs. 10,000. 

Qui Muhammad Ahmad ltazmi: Does the Honourable Member 
know that the City is closer than the projected quarters that are being 
built for the superior staff , 

Mr. G. R. F. Tottenham : That does not arise out of this question. 
Qui Muhammad Ahmad Kazmi : The Honourable Member said that 

there is .no obligation for the Government to build quarters for the 
snperior staff, but for the purpose of convenience and efficiency, they 
may build quarters. My question is that efficiency and eonvellienl!e 
can only mean nearness to the City ? 

Mr. President (The Honourable Sir Abdul' Rahim) : The Honour-
able 'Member said in his reply, economy and efftciency. 

Qazi Muha.mmad Ahmad Kazmi : Will it be more economical for 
Government to build these quarters and rent them out for the superior 
staff ? 

Mr. G. R. F. Tottenham: They would not have done it unless they 
thought it econ()mical and conducive to efficiency. 

Qa.zi Muha.mmad Ahmad Kazmi : Are they going to save any money 
o,I' spend more money, or are they going to get any money out of rent Y 

Mr. G. R. F. Tottenham : They are going to get rent . 
. JKr.JIIobaD Lal Se.ksena : Have the Government 8scertained whether 

the superior staff is going to occupy these quarters' 
Mr. G. R. F. :tottenham : yeR, Sir, they will occupy them. 
Qazi Muhammad Ahmad Xazmi : Will they voluntarily occupy it or 

.will they be forced to occupy it , 
lWr, G. R. ,. Tottenha.m : They will be com';"lelled to live in them. 

'\., 

Qazi Muhammad. Ahmad Xazmi : When there is no obligoation on 
the ,part or .the Government to provide qua.rters. why should they ouiJd 
CJuarters ata lOll$!' distance from the City away fr(}m aU amenitiefJ of 
eivm"('d life Imd then force the staff to orenps them ~ 
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Mr. President (The Honourable Sir Abdur Rahim) : That is mere 
8l'gumcnt. _ 
. Mr. G. R. F. Tottenham: The Honourable Member seems to think 
that a certain number of Government officials have a grievance. These 
offi'!ials are perfectly entitled to make representation to the ~ 
. ment through the proper channel. We have ~  no ~ t t  
of any kind from official quarters. Our mformatlon IS that the 
Jlf:ople there are perfectly contented. 

Dr. Ziauddin Ahmad: Is the efficiency of the staff increased by 
providing quarters at a distance of two miles from the City Y 

Mr. G. R. r. Tottenham : Who said they were two miles away T 
Dr. Ziauddin Ahmad. : It is in the original question. 

Mr. G. R. F. Tottenham : And my answer was-No. 

QUARTERS FOR THE STAFF OF THE SAHARANPUR REMOUNT DEPOT. 

731. ·Qui Muhammad Ahmad. Kazmi: (a) Will ~ t be 
pleased to state whether it is a fact that the present ~  Bazar iJI 
situated close to the bungalow of the officers of the . Remount Depot, 
Saharanpur, and the Europr.!Hl officers have resented the closeness of the 
Indian habitation to their houses f 

(b) If the answer to part (a) be in the negative, what was the reason 
for the removal of the quarters of the menial staff from the Dicky Bazar, 
Remount Depot, Saharanpur to a distance of two miles from the present 
quarters , 

Mr. G. R. F. Tottenham: (a) No. 

(b) I would reXer the Honourable Member to the reply I gave to 
part (a) of his questIon No. 729. 14 • _fl.: ~ 

Qui Muhammad Abmad. Ka.zmi : What is the distance, may I 
know T 

Mr. G. R. F. Tottenham: I do not know. 

Qazi Muhammad Ahmad Kazmi: Then how did the Honourable 
Member answer, no to my part (a) of the question. 

Mr. President (The Honourable Sir Abdur Rahim) : The Honour-
able Member is arguing. 

CLEARING AWAY OF A MANGO GARDEN FOR THE CoNSTBUdTION OP'QUARTER8 

FOR THE MENIAL STAFF' OF THE SAHARANPUR REMOUNT DEPOT. ' 

732 .• Qui. Muhammad Ahmad Kazmi: (a) Will Government be 
ple88ed to state whether it is a fact that a mango garden existed at the 
place to which the qnarters of the menial staff of Remount Dep6t, 
Saharan pur, have been removed, and to which the quarters of the fmperior 
staff are proposed to be removed,' lind part of 'that garoenhas been cleared 
for those quarters f ','[ 

(b) If the answer to part ( a.) be in the affirmative, will, Government 
be pleased to state whethE'l' the fruit "of the garden used to be sold at 
about Rs. 10.000 per year r If not, for what sum. were they sold , 



QUBB'l'IONS:AND ANSWBB8. 

(c) If the answer to part (b) be in the affirmative, what were the 
reasons for clearing away that garden T 

Mr. G. R. F. Tottenha.m.: (a) and (c). The new t~  for the 
menial staff were constructed on a portion of thl;l_garden in ~h h the 
trees had grown old and unproductive. It is not proposed to locate the 
quarters of the superior staff within the area of the mango garden. 

(b) During the last 43 years, only on one occasion has the produce 
of this garden fetched Re. 10,000. The average sale proceeds rarely ex-
ceed Rs. 1,000 per annum. 

Qazi Mubammad. Ahmad Kazmi : When wa3 the garden last sold' 
Mr. G. R. F. Tottenham : I do not know. 
Qazi Muhammad Ahmad Kazmi : Is it not a fact that it was sold 

even last year ? 

Mr. G. R. F. Tottenha.m.: If the Honourable Member wanted 
information on that point, he should h,lve put down a specific ques-
tion. I have answered the question he has asked and I have no fur-
ther information. 

Qazi Muhammad. Ahmad Kazmi: This arises from the answer 
which the Honourable Member gave that the garden has become unpJ'o-
ductiye. How did the Honourable Member satisfy himself that the reply 
"'hid! his staff sent him that the garden was unproductive was correct Y 

Mr. G. R. F. Tottenha.m. : I have not inspected' the trees myself. 
Qazi Muhammad Ahmad. Kazmi : Did they report to you since 

when the garden was not sold ? 
(No answer.) 

l'tIr. Mohan Lal Saksena : May I know in which year it fetched 
Rs. 10,000? 

Mr. G. R. F. Tottenha.m. : I have given my answer and I have no 
further information on the subject. 

DIcKY BAZAR IN THE SAHARANI'UB REMOUNT DEPOT. 

733. ·Qa.zi Muhalnmad Ahmad. Kazmi : Will Government be pleased 
to state: 

(a) whether it is ,s fact that the Dicky Bazar with its abadi in 
Remount, Depot, Saharanpur, has been in existence for about 
8 century; if not, for what period pas it been in existence; 

(b) if it is a fact that a PUCCa temple and pucca mosque exitt'...ed in 
die Dicky Bazar ; 

(c) whether Government have considered that the gradual excava· 
'tion of the Dicky Bazar wOliid lead to the desertion of the 
temple and the mosque; if so, w,hat arrangement have they 
made to stop such desertion , 

(d) whether' Government have considered that the new place to 
which, they are, sending the population' of the, Dicky Bazar 
shall have to be prOvided with at least' a mosque and a 
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temple .. jf80, wh,at ~ t  h ~ ~ t made 
for them ; if none, why oot 1 

lVh'. G. B.. F. Tottenham: (a) Approximately since 1843. 
(b) Yes. 
(c) and (d). It will still be possible for persons who wish to- do 80 

to use the existing places of worship. No new arrangements are there-
fore necessary. 

WAR BONDS AND CASH CERTIFICATES ISSUED DURING THE GREAT W J.R 
REMAINING UNPAID. 

734. ·Mr. Lalchand Navalrai : (a) Will Government be pleased to 
state what is the amount of the war bonds and cash certificates, issued 
during the time of the Great War, still remaining unpaid by them ¥ 

(b) What is the interest payable thereon up to now , 
(c) How much money of these war bonds and cash certificates have 

heen claimed and paid up, since August 1934 , 
(d) What attempts do Government make to find out the depositors 

or thp,ir heirs 1 . 
(e) With reference to the reply to question No. 402 by BhR.i 

Parma Nand, given on the 6th August, 1934, will Government be pleased to 
state if it is a fact that they have in their custody copies of war bonds and 
cash certificates and entries thereof in the rostal registers to enable them 
to answer as to how many war bonds and postal cash cerlifica1es have not 
been cashed, even after the expiry of 12 years, by their purcll.a.iiers without 
their renewal ? 

(n Are there any unpaid .old war bonds and eash certificates which 
are not likely to be claimed by the depositors O'Wing to the l,apse of long 
time, or on account of their or their descendants' whereabouts not beiDoi 
known' 

(r:) What ilo Government propose to do with regard to such war 
bonds and cash certificates' 

(h) .Are Gove1'Tlment prepfu'ed to transfer the amou.nt of these 
ponds and cash certificates as loans to respective Provincial Governments 
for nation-building pnrposes subjt'Ct to their liability to'pay th~ cla.imants 
when called upon T If not, why not? 

The Honourable Sir James CJiigg: (a) and (e). Go'\terhment have 
been able to obtain the following figUres from· their registers :-

War Bonds RB. 11,73,000, 
Cash Certificates Rs. 22,52,000. 

(b) The information is not available. 
4 

(c) War Bonds RB. 87,OOO.Cesh Cer.tj:ficates R$. 401000. 
(d) Payment is only made when a Bond ot t ~  surrendered. 

As War Bonds are transferable either by endorsement in the case of Pro-
missory Notes or by ,ru:livery in, the case of Bearer Bonds; ~ t are 
lln40ble to. find oot thmr present ~  iuly action on the part of Gov-
ernlJ1ent to 1lraee ~  of Cas8.Certi1icates would eJl,tail considerable 
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~~ ~ ~  give rise to fal.JIe claiw.s, litigation and consequent 
].oj! to Govenunent. 

(f) I ain not in a position to say. 
(g) The money will be paid to the holders whenever they can estab-

lish their claim. 
(h) No. 

Mr. LaJcha.nd Navalrai : With regard to clause (h), may I know 
if Guvernment have consulted the Provincial Governments as to the 
advisability of transferring these loans to them' 

The Honourable Sir James Grigg: No, Sir. I do not think it is 
a very fruitful object of consultation to ask people if they would like 
Bome money if we were prepared to give it to them. The answer to 
that would be too easy. 

Mr. Lalchand NavaIra.i: Has the Honourable Member even con-
sulted them and got their reasons to come to a mature judgment 
themselves T 

The Honourable Sir James Grigg: No, Sir, certainly not. There 
is not the slightest need to consult anybody about their attitude 
towards a projected transaction of the something for nothing order. 

If,r, Molwt W ~  ; WilJ Government publish in the new.-
papers the numbers of these war bonds and cash certificates for the 
~ t  of these owners , 

The Honourable Sir James Grigg: I must have notice of that 
question. 

PAYMENT OF FULL VALUE FOR TORN CuRRENCY NOTES. 

735. ·Qa.zi Muha.mmad Abmad ltazmi : Will Government be pleased 
to state: 

(a) 

(b) 

(c) 

(d) 

whether it is a· fact that up to the middle of the year 1932, the 
Currency J)epartment gave full value for all currency notes 
which were torn into two peices, and about which the 
Department was satisfied that they formed part of the same 
note; 

whether it is a fact that sinee the time mentioned in part (12), or 
thereabout, the Currency Department, Government Treasuries 
and other Departments have been instructed not to give full 
value for such currency notes if they are torn throut.rh 
the number of the note. ~  though the figures of the 
number be intact and the Department are satisfied that 
they form part of one and t,be same note ; 

whether it is a fact that for all such .'urrency notes of the 
type plentioned in part (b) above, the Department pays only 
half the value ; 

if the answer to parts (a), (b) Ilnd (c) be in the affirmative, 
wqether they have considered the great inconvenience and 
loss ~  to the public by this praotice ; and 



[30TH SEPT. 1936. 

(e) whethel"tlrey; have considered the advisability of orderiDg the 
Department to revert to the old practice of paying full value 
for all such torn currency notes about which they are 
satisfied that they are parts of the same note and make any 
changes in the rules if necessary' If n()t, why not T 

The Honourable Sir James Grigg: I would invite the attention of the 
Honourable Member to the replies to Palldit Satyendra Nath Sen's starred 
question No. 839 on the 21st March, 1933, and to Mr. Sri Prakasa's starred 
question No. 238 during the current Session. 

IMPOSITION OF IMPORT DuTY ON RAILWAY STORES AND LoCOMOTIVES. 

736. ·Mr. S. Satyamurti : Will Government please state what import 
duty is imposed on railway stores in general and railway looomotives in 
particular ? . 

The Honourable Sir James Grigg: I would refer the Honourable 
Member to the First Schedule to the Indian Tariff Act, 1934, a copy of 
which is in the Library. 

IMPORT DUTY ON MO'I'OR VEHICLES. 

737. ·Mr. S. Satyamurti : Will Government please state why the 
import duty on motor vehicles is heavier than on railway locomotives , 

The Honourable Sir James Grigg: Railway locomotives, like 
industrial machinery, with which they are classified in the Import Tariff, 
have always enjoyed a specially low rate of duty in the interests of the 
industrial development of the country. The rate of duty on motor 
vehicles has been dictated purely by revenue considerations. 

Mr. S. Satyamurti : Since the railway industry is not paying, may 
I know whether Government will reconsider the question of having lower 
duties on railway locomotives in order to promote that industry T 

The Honourable Sir James Grigg: I have considered that from time 
to time but there again revenue considerations have to be borne in mind, 
though in the case of railway locomotives they are not quite so dominant 
as in the case of motor vehicles. 

Prof. N. G. B.a.nga : Is this import duty on motor vehicles levied in 
proportion to the cost of the motor vehicles' 

The Honourable Sir James Grigg : It is on an ad v8.lorem basis. 
There is no specific duty, to the best of my recollection, on motor 
vehicles. 

PAYMENT OF LAND TAX BY RAILWAyCOMPANlES: 

738. ·Mr. S. Satyamurti.: Will Government pleaRe state whether 
the Railway CompaJlif's TJay land tax on all land over which thplr ~ 
manent-way runs , 

The Honourable Sir Muhammad Za.frnllahltha.n:It is presumed 
that the. Honourable Member is referring to the. assessment of land 
revenue. Ii so, he is referred to the notes below rule 9 in Appendix L 
to the Revised 'Rules relating. to the Acquisition of Land for RailwRY 
Purposes, 1918, a copy of which is in the "tibrary of the Honse. 
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. . 1Ir. S. Satyamurti : Will the Honourable Member kindly tell me 
whether they do pay land t~ or not T lie can say yes or no. 

The Honourable Sir Muhammad Zafrallah Khan : No, Sir, it cannot 
~ answered as yes Or no. Different considerations apply to different 

kmds of land. If land is acquired from private people and is of a cate-
gory which was already assessed to land revenue, certain considerations 
apply. If it is acquired from a Local Government or other authority 
R.nd ~  not assessed to land revenue when it was acquired, other con-
SIderatIons apply. The Honourable Member will therefore see that the 
question is not capable of being replied to as yes or no. 

PAYMENT OF PROPERTY TAX TO DISTRICT BOARDS A'l"D MUNICIPALITIES BY 
RAILWAY CoMPANIEs. 

739. "'Mr. S. Satyamurti : Will Government please state whether 
the Railway Companies are paying any property tax to the various 
District Boards and Municipalities on their permanent-way outside the 
actual railway station limits T 

The Honourable Sir Muhammad Zafrulla.h Khan: The payment of 
local taxation by Railways is governed by section 135 of the Indian 
Railways Act, 1890 (IX of 1890) and each case is considered on its ~ t  

RESTRICTION OF THE NUMBER OF AmCBAFTS OPERATING BETWEEN V ABIOUS 
CENTRES IN hlna. 

740. ·Mr. S. Satyamurti: Will Government please state whether 
there will be any proposals before the House at present to restrict the 
number of aircrafts operating between various centres in India in view 
of the possibility of air crafts becoming in future a serious competitor 
to all other forms of O:;ransport T If not., why not ? 

The Honourable Sir Frank Noyce: No. In view of the high cost 
involved, there is very little likelihood of air-transport becoming a serious 
competitor to other forms of transport. The Government of India see no 
necessity for restrictions on aircraft operation in India other than those 
dictated in the interests of safety. 

Mr. S. S&tyamurti : Why are these serious calamities happening to 
the Imperial Airways? 

The Honourable Sir Frank Noyce : I expect they would like to 
know themselves, Sir. 

, OBSOLETE RAILWAY STORES, STOCK, PLANT.AND MAcHINERY, ETC. 

741. -Mr. S. S&tyamurti: (a) Will Government please state whether 
they have taken the necessary steps to see that all obsolete railway stores, 
st,ook, plant and machinery, as certified .by IWl indep::mdent authority, are 
written off before they take over any Railways T 

(b) Will Government please state whether steps have been taken by 
thalJl to see that all railway huiJrFngs haye ~  depreciated by an in-
dependent authority to present day values and a!:e in a perfect state of 
repair before being taken over from any railway , 
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' .. ' (tJ Wil)! Governm.ent ple88e state whether the t ~ ~ t  
and obsoleseeneementioned in parts (a) and· Cb), will be tt ~ 
1r0lll the amount whieh'would be·paidby,the o<>vernment oflbllia W the 
Railway Companies whose sh&res they are acquiring 7 

The Honourable Sir Muha.mmad Zafriillah Khan: (a). Yes. Inthe 
past when the management of State-owned lines (such as East Indian. 
Great Indian Peninsula and Burma Railways) was taken over by Go':el'n-
ment, an investigation by special officers was made in order to see whether 
aily adjustment in accounts was necessary on account of undue accumu-
lation of surplus and obsolete stocks, etc. 

(b) As the Honourable Member is aware, & Depreciation Fund ill 
maintained for all State-owned Railways. The relevant contracts ,to not 
permit these rules being applied to Company-managed Railways. 

(c) The amounts payable on purchase are fixed by the rele\'sut 
contracts ; but any adjustments penuitted by the contracts will be ~  
when a final settlement is arrived at. 

Mr. S. Satyamurti: With reference to clause (b), may I take it that 
there is no depreciation on railway buildings with regard to the Company-
managed Railways T 

The Honourable Sir Muhammad Zafrulla.h Khan : The rules with 
regard to depreciation fund which apply to State Railways do not appl'" 
to Company-managed Railways. As to what the exact rules are, I must 
ask for notice. 

Mr. S. Satyamurti : With reference to clause (c), may I know exactly 
what will be the difference between actual depreciation and the deprecia-
tion which Government can take account of under the rules' 

The Honourable Sir Muba.mmad Zafrttllah Khan : I did not say the 
rules. I said the tenus of the contracts. 

Mr. S. Satya.m.urti : } am sorry. May I know whether Government 
have any information as t.o the difference between actual depreciation 
in the C8.'le of these railways and the depreciation which they are entitled 
to take account of according to the terms of the contracts ? 

The Honourable Sir Muhammad Zafrullah Khan : I am afraid I could 
not say without notice. 

IMPORT AND EXCISE DUTIES ON COAL USED BY RAILWAYS: 

742. lIMr. S. Satyamurti : (a) Will Government please state what 
is the import duty on coal used by the railways T 

(b) Will Govel'nment please state what is the excise duty On e<>al 
mines in this country anil used by the ra,ilways , 

• (c) Will Government please state why they 
import duty on petrol in view of the very low 
absence of excise duty on coal T 

• impose snch a heavy 
import duty and the 

The Honourable Sir J&mes Grigg: (a) The rate of duty on coal (for 
whatever purpose intended) is 10 annas per ton. ~ 

(II) Coal is not subject to an excise duty. 



• (c). Coal is the; fuel etnpl()yed in industries, railways and certain 
~ enterpriaea.The duty has been kept low in Order not 1:<> impose too 
heavy a' burden on the industries . of the country and public utility 
eoncerns. These considerations a.re not applicable in anyth.ing like the 
same degree t6 petrol,the duty on ',vhich has been fixed with reference 
t() 1;.e necessities of the revenue. . 

. Mr. B. Das : Is the Honourable Member aware that the coal industry 
is surtering very serious handicaps and cannot stand any excise duty? 

The Honoura.ble Sir James Grigg: The Honourable Member has not 
apparently heard me properly. I said there is no excise duty. 

NOTICES SENT OUT BY INCOME-TAX OFFICERS TO INCOM;E-TAX PAYERS 
TO SEND IN '1lHBm RETURNS. 

743. ·Mr. Sri Prakala: (a) Is it a fact that on the very first day 
o.f a new financial year the Income-tax Officers send out notices to aU 
income-tax payers to send in their returns --vithin the next few weeks , 

(b) Is it not a fact that practically all income-iax payers ask for 
extension of time in view of their inability to close up their preceding 
year's acoounts within such a short time, and that such extellcil)n is 
mvariably given , • 

(c) Are GO\'ernmelll pl'cparetl to ask Income-tax Officers to send 
notices to different i.ncome-tax payers for sending the return of their 
incomes, about the time particular individuals usually do every year, as 
inferable from their records of previous years f 

The Honourable Sir James Grigg: (a) The notices are issued as 
convenient to the department on or after the 1st April each year. Under 
section 22 (2) of the Indian Income-tax Act, 1922, the notice must allow 
110 period of not less than 30 days for the furnishing of the returns. 

(b) No. 
(c) The Government see no reason to issue such instructions. 
Mr. Sri Pra.kasa : With reference to part (c), what harm is there 

if such instructions are issued, in view of the fact that they would save 
trouble to the income-tax officers as well as harassment to the income·· 
tax payers? 

The Honoura.ble Sir Ja.mel Grigg: By law the returns have to be 
issued very shortly after the beginning of the financial year; and 
obviously to issue instructions to allow the convenience of income-tax 
~  to be unlimited is simply to invite delay in the furnishing of the 
returns, and the revenues of the country cannot stand that. 

Mr. Sri Prakasa. : In view of the fact that r.otices are sent out 
within a week of the beginning of the financial yee.r and in view also of 
the fact that it is not possible for merchants and others who pay income-
tax to prepare their accounts within such a short time, will Government 
consider the desirability of extending this time , 

The Honoura.ble Sir James Grigg: I assume the Honourable Member 
has in mind particularly the United Provinces-I gather that the custom 
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does vary from province to province. Do I understand iromthe Honour-
.able 14ember that in the case of companies which h ~ audited ~ t  
~t is impossible to produce them within 30 daYJI of the 1st April t 

Mr. Sri Pra.kaaa. : I am talking of private individuals like myself. 
The Honourable Sir James Grigg: Frankly speaking, I do not think 

that a private individual who is not dependent on audited. accounts can 
pomplain if he is given 30 days to make up his accounts ; 30 days is the 
period allowed by law. 

SHORT NOTICE QUESTION AND ANSWER. 

DuTY ON THE IMPORTS OF ADEN SALT INTO INDIA AFTER SEPARATION. 

l'tIr. Husenbhai Abdullabhai Laljee: Will Government be pleased 
to state what will be the duty payable on Aden salt on importation into 
ports in British India after the separation of Aden '/ 

The Honourable Sir James Grigg: In the ordinary course, Aden salt 
would, on separation, cease to be entitled to the benefits enjoyed by 
Iridian salt under the Salt Additional Import Duty Act ; but the Govern-
ment ef India propose, in the special circumstances of the case, to secure 
that Aden shall retain these benefits during the remaining period of 
the life of the Act as at present extended, that is, till the end of April, 
1935). This will be effected under the powers conferred on the Govel'm.r 
General in Council by section 23 of the Sea Customs Act. 

PrOf. N. G. Ra.nga. : Are Government aware of the fact that salt 
licencees in various parts of Southern India have demanded that an 
import duty should be levied upon the salt imports from Aden 7 

The Honourable Sir James Grigg: Yes, Sir : I am aware of that and 
I am aware of every other consideration in connection with salt. 

Mr. B. Das : Are Government prepared to allow Indian firms in 
Aden manufacturing salt to continue to receive the same privileges 
regarding salt protection as the industry in India , 

The Honourable Sir James Grigg: If the Honourable Member had 
listened to my answer that is precisely what I said would happen. 

Mr. B. Das : May I inquire whether if subsequently the Salt Act is 
t',xtended, the Indian firms and not the Italian firms in Aden will get the 
same facilities as Indian manufacturers in India , 

The Honourable Sir James Grigg: The Honourable Member had 
better wait and see if it is extended. 

Prof. N. G. Ranga: Is it not a fact that the production of salt ~ 
India is to some extent restricted in order to facilitate the imports o'l 
salt from Aden ? 

The Honourable Sir James Grigg: I think the Honourable Member 
had better have his argument with the Honourable Member below him 
and when they have settled each other's hash, I would like to know what 
the r&lllit is. 



MOTION FO& ADJOURNMENT. 

GOVERNMENT'S CUlU!ENCY PQLICY. 

JIr. President (The Honourable Sir Abdur Rahim) : I ~~ received 
Ilotice of a motion for adjournment of the House from Qazi Muhammad 
Ahmad Kazmi to the following effect : 

" I want to move the following adjournment motion today : 
'That the House do adjourn to discuss the following definite matter of urgen' 

public importance, 'Viz., the failure of the Government of India to revieW 
their currency policy and keeping an appreciated value of the rupee ia 
spite of the world· wide depreciation of the currencies, chielly brou,hl 
about by the decisions of the European States." 

Is there any objection to it 1 
The Honourable Sir James Grigg (li'inance Member) : Yes, Sir: I 

object to this motion on the ground that it is barred. The only new 
factor in the currency situation has been the decision of France and 
reported decisions on the part of Switzerland and Holland to devalue. 
The currency policy of the Government of India has been unchanged for 
years and there has been no new factor about that. The only definite 
decision in the maiter of devaluation is to the best of my knowledge that 
of France. That was announced in the papers of Sunday. In the case 
of Switzerland there are certainly reported decisions : in the case of 
Holland there are rumours of decisions : but, as I said just now, to the 
best of my belief, there have been no actual definitive decisions of either 
of those countries, but if they have the news of them appeared in the 
papers on Monday. This is Wednesday : in the case of France the 
Honourable Member missed the opportunity of Monday and Tuesday 
(Honourable Members: ' Oh ') and in the case of Switzerland and 

Holland, if it arises at all, he missed the opportunity of Tuesday. So 
that, I maintain that the motion is barred. But quite apart from ..... . 

Mr. President (The Honourable Sir Abdur Rahim) : The Honourable 
Member means it is not urgent ? 

The Honourable Sir James Grigg: It is no longer urgent, Sir. But, 
in addition, there is a definite misstatement in the notice of motion. It 
Bayf> " in view of the world-wide depreciation of the currencies chiefly 
brought about by the decisions of the European States". As I said just 
now, the only definitive new decision is that of France: there are pro-
jected or reported decisions on the part of Switzerland and Holland. 
l'iow a decision of the gold bloc does not constitute a world-wide deci-
sion: so there is that inaccuracy of fact. There is another inaccuracy of 
fact too which I think is more important ; and that is this : the Govern-
ment of'India have reviewed their currency policy and they have decided, 
in accordance with the spirit of the tripartite declaration by France, 
Great Britain and the United States, that they will in no way lend them-
selves to a competitive depreciation of currencies ; and that means quite 

, definitely that we propose to maintain the. present sterling parity of the 
rupee. Any other decision would, in our VIew ..... . 

Mr. S. Satyamurti (Madras City: Non-Muhammadan Urban) : . ,This 
is arguing the case, Sir, without giving an answer to the point whether 
objection is taken. 

Mr. President (The Honourable Sir Abdul' Rahim) : It is arguing 
the ease. 

( 2097 
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The Bonourable Sir James Grigg: I have got one more sentence to 
481, -because this is a very important matter; Any' t~  decisi<>n'would 
be 'contrary to India's interests ..... . 

Mr. S. Satyamurt·i: He cannot say that ..... . 
'. The Honourable Sir James Grigg: And it would be contrary to the 
ititerests of international recovery at a time when there is greater hope 
Oil international co-operation in currency matters than at any time for 
die last nve years· ..... . 

Pandit Govind Ballabh Pant (H.ohilkund and Rumaon Divisions: 
Non-Muhammadan Rural) : Are these remarks in order? 

Mr. President (The Honourable Sir Abdul' Rahim) : I cannot l:Iay 
that the Honourable Melllber is n(}t in order, but he is really qpeaking on 
the merits of the motion. 
~  . Pandit Govind ~ h Pant : I suggest that he could say all that 
jVlhen the motion is discussed. . . 

Mr. President (The Honourable Sir Abdur Rahim) : What r 
mean is that he is objecting to the motion as Member of the Government 
in. charge : and he has to state as Finance Member whether he decides 
whether he would agree to the motion or n(}t. 

Pandit Govind BallabhPant : I would suggest to the Government as this is a very important matter, they should give us a dwy for the 
(lonsideration of this motion. In that ease this will be withdrawn. 

The Honourable Sir Ja.mes Grigg: That is another matter. 
Qazi Muha.mmad Ahmad Kazmi ~ t Division: Muhammadan 

Rural) : Sir, so far 8B delay is concerned, I may submit that the 
Jlonourable the Finance Member himself admits it is a very important 
matter, but he '\\ants to stick to his policy. Matters relating to currency 
and exchange are not such that an opinion can be formed in one single day. 
As the Honourable Member says, we got the news on Monday; and we 
. have got to see whether the new'S created any repercnssions in the markets 
of the world or not. If there happened to be no such effect, there is no 
question of moving an adjournment motion. 

Mr. President (The Honourable Sir Abdur Rahim) : I hold that 
the motion is in order. Those :r>Lembers who are for leave being granted 
,rul risem their seats. 

(More than twenty-five Members having risen.) , 
Mr. President (The Honourable Sir Abdul' Rahim) : As more than 

25 Members have risen, the motion will be taken up at 4 0 'clock. 
Honourable Members ought not to carry on conversation loudly in 

the House : it is very difficult for the Chair to make itself heard. 

• 
THE ~ COMPANIES (AMENDMENT) ~ t  

Mr. President (The Honourable Sir Abdur Rahim) : ThEl. B()use will 
110W resume consideration of the Bill further to amend the Indian Com,.. 
panies Aet, 1913, for certain ~ as reported by the Select Com-
mittee. ~ 



Pa.ndit GoviJ:ul Ballabh Pant (Rohilkund .. &Dd. K1lIIl&CmQUiviafuns : 
Non .. M:uhammadan· Rural) : Sir, I .move: : 
" " That in ~  42 of the Bill, in slib-section (a) of the proposed seetion87B,' 
after the words . remove a managing agent 'the words ' for fmud or breach of ·trust 
or gross negligence or mismanagement, or ' be inserted." 

_ I suggest, Sir, that the word' or ' should be added after the word 
~ t " and then the clause ;will run as follows: .. , 

" A company by resolution passed at a general meeting of which notice hali 
been given to th~ managing agent, in the same manner as to ~  of the company,' 
remove a mana8"J:Dg ~ t for_ fraud, or breach of trust, or· gross negligence or mi. 
management, or lfhe IS conVIcted of an offence in relation to the aff.airs of & rom-
puny' " 

-and SO on. 
Sir, under the clause as it found place in the original Bill, fraud and 

breach of trust were included, and it was provided in the original Bill, 
at page 15, elapse 87 -B (a) as it then stood, that a managing agent may 
be removed not only in the case of a conviction, but also for fraud or 
breach of trust. In the original report of Mr. Sen, it was proposed that 
fraud, gross negligence, breach of trust or breach of duty should ~  
justify the removal of the managing agent. The other day while speaking 
on the subject, the Honourable the Law Member made the foll<rn"ing 
remarks : 

" Now, Sir, Mr. Avinashilingam Chettiar made a suggestion which, I venture to 
lubmit, required serious consideration. The House will remember that he made 
eertain criticisms into which I need not go in great detail. I refer to the section 
which relates to the removal of a director after conviction in court. . . . . . I find that 
under the law the managing agent is liable to be removed for pecuniary miseonduct, 
whether it is a ease of embezzlement or theft or cheating or misappropriation or fraud. 
He ~ equally removable in case of negligence in business or conduct calculated to 
injure the employer's business. He is also removable for incompetence or permanent 
diaability. ' , 

This is what the Honourable the Law Member said on the 10th of 
September last. 

The amendment I am proposing now does not cover as wide a ground 
88 the Honourable the Law Member, but I think it is necessary to provide 
that gross negligence or mismanagement or fraud should be available. as 
adequate grounds to a company if it chooses to remove a managIng 
agent. The removal of a managing agent will he made by the company 
only when the company is satisfied that the offence or breach is of such a 
character that the man should be removed, and not otherwise. I think. 
Sir, the amendment is quite simple and plain, and J need not take more 
time in placing it before the House for its accepta.nce. 

:Mr. President (The Honourable Sir Abdur Rahim) : Amendment 
ILOVed : 

" That in clause 42 of the Bill, in sub-section (11) rot the proposed geetion 1l7J:1, 
after the words ' remove a lI1&naging agent ' the words ' for fra.ud or breach of trust 
or gross negligence or mismanagement, or ' be inserted." 

The Honourable Sir Nripendra Sircar (Law Member) .: Sir, I am 
oppOBing this amendment, not in the interests of the nutnag'lng ~~t  
but in the interests of the shareholders. for this reason. As my frIend 
was good enough to read my speech. I had in mind Smith's Master and 
Servant, where we have got the difl'erent heads for which a servant ean 
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'[Sir Nkipmdra' Sirca.r.] 

be dismissed. My friend has pieked out four of them,· namely. ~  

groSS negligence, breach of trust and mismanagement. Now, Sir, the 
result of that will be as if the other grounds are not open to the share-
holders for his removal. We are gaining nothing, but we are ~  some-
thiug from the point of view of the shareholders who can dismiss him. 
For instance, the House will find that for incompetence a servant can be 
~  That is not one of the grounds mentioned here ; but what is 
gained by putting in four grounds on which under the general law a 
servant can be dismissed by the master and omitting something T  I 
submit, Sir, if the general law is left untouched, it is much more favour-
able to the masters, namely the shareholders than this amendment. Sir, 
I oppose this amendment. 

ltIr. President (The Honourable Sir Abdur Rahim) : The question 
is: 

" That in clause 42 of the Bill, in sub-section (a) of the proposed section 87B, 
after the words ' remove a managing agent ' the words ' for fraud or breach of trust 
or gross negligence or mismanagement, or ' be inserted." 

The motion was negatived. 

Mr. Suryya Kumar Bom (Dacca Division: Non·Muhammadan 
Rural) : Sir, I move : 

" That in clause 42 of the Bill, in sub-section (a) of the proposed section 87B, 
for the words ' if he is convkted of an offence in relation to the affairs of the e.ompany 
punishable under the Indian Penal Oode and being under the provisioIlB of the Code 
of Criminal Procedure, 1898, non-bailable ' the words ' if he is convicted of an offence 
involving moral turpitude ' be substituted." 

Sir, there is no sense in saying that if a man is found dishonest in 
relation to the management of his company or if he is found to be a man of 
a:shonest character in relation to a company, he is not to be trusted. 
What I submit is, a man cannot be honest and dishonest compartmentally. 
If II man L-' dishonest, he will be dishonffit in regard to all matters. 
Simply because he does uot deal honestly in regard to a certain affair, he 
cannot alwl'Ys be ealled dishonest ; it may be an accident that he does not 
rleal hOllef;tly in regard to his company. I submit that the Honourable 
the Law Member would please see his way to accept this amendment, that 
is, if R man L-' convicted of an offence involving moral turpitude ....... . 

'!he Honourable Sir Nripendra Sircar : What is moral turpitude , 

111'. Suryya Kumar Som : Moral turpitUde is a word ~h h has 
hy tlU8 time acqWl'ed a very common significance; just as if you say an 
Arya Samajist, he may be Hindu, a Christian or anybody, it is very diffi-
cult to define it exactly. But everybody understands it. 

The Honourable Sir Nripendra Sircar : What are the sections of 
the Penal Code you have in mind T 

Mr. Suryya. Kitm&l' 80m: Cheating, theft, criminal misappro! 
priation, breach of t.rust and other thing-so 

,  . h~ Honourable Sir Nripendra mrca.r : What aboiIt 376 , 
,.-................. ~ 

Mr. Suryys. K1llD&r Bom: Rape' . : ' 

~ Dr," Ziauddln Ahmad" (-TTnite" t t~  Div.ons: 
'Uuhammadan Rural) : Is negligence moral turpitude-,t, ~  .. ';'\,>.')11 
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JIr. Suryya. ltuma.r 80m : No. Moreover, it·is an' enGbiing sec-
~~ ~ ; it is not a mandatory section. It is not a command that a man, 
11 ~  !o be so and so, should be ~  It is only an enabling section. 
~  It. ~ be ~th  company to ~ to what extent they will go. 
lty pomt IS that In extreme cases which he on the border line t ~  
dishonesty and irregularity this action may not be taken by the share-
bolders. In the Bill as introduced by the Leader of the House, there was 
UO f>ueh thing as any offence of fraud in relation to the ~  do 
'we finJ ~ reference to it in Mr. Sen's report, and it was only dUl':ug 
the diSCUSSIon in the Select Committee that this chanO'e has been intro· 
duced. I hope the Leader of the House will accept my amendment. 
Mr. President (The Honourable Sir Abdur Rahim) : Amendment 

moYl'cl 

" That in clause 42 of the Bill, in sub-section (a) of the proposed section 81B, 
tor the words ' if he is convicted of an offence in relation to the affairs of the compan,. 
punishable under the Indian Penal Code and being under the provisions of the Code 
of Criminal Procedure, 1898, non·bailable ' the w"rds ' if he is eonvcited of an offence 
involving moral turpitude' be substituted." 

The Honoura.ble Sir Nripendra. Sircar : I oppose this amendment. 
This will be thoroughly unworkable. Ideas about morals change from man 
to man and from hour to hour, and I do not know what is meant by moral 
turpitude. It is quite easy to imagine that a managing agent 'W'ho runs 
away with another man's wife is the best business man who is available 
in the market. (Laughter.) 

Pandit La.kshmi Kanta Ma.itra (Presidency Division: Non-Muham-
madan Rural) : Does my Honourable friend, Sir Romi Mody, accep1! 
that' (Laughter.) 

Mr. President (The Honourable Sir Abdul' Rahim): The question 
is: 

" That in clause 42 of the Bill, in sub-section (a) of the proposed section 87'B, 
for the words' if he is convicted of an offence in relation to the affah-s of the company 
punishable under the Indian Penal Code and being under the provisions of the Code 
.f Criminal Procedure, 1898, non-bailable ' the worde ' if h,e is convicted of a.n offence 
involving moral turpitude ' be substituted." 

The motion was negatived. 

Dr. Zia.uddin Ahmad: Sir, I move 

" That in ('lause 42 of the Bill. in sub-section (a) of the proposed se<'tion 81B, 
the.words ' and beinl! under the provisions of the Code of Criminal Procedure, 1898, 
lIon·bailable' be omitted." 

I set an example. I move the amendment without a speech . 

. _. l'tIr. President (The Honourable Sir Abdul' Ra.him) : Amendment 
moved: oj 

.  " That in cIaUIMl 42 of the Bill, in IJUb·seetion (0) of the ~  t ~ 81B, 
pe. words ' a.nd ~ under the provisions of the Code of Crimina.l Procedure, 1898, 

JIIon·bailable' be omitted." 

'!'he Honourable Sir lfripenclra Sfre ... : I oppose ~ without. 
1I*JCh. (Laughter.) ,h·' 
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Mr. President (The Honourable 8ir Abdur Rahim) : The question 
is: 
., 'l'hat in cIa use 42 of the Bill, in sub·scction (a) of the proposed section 87B, 

the words ' and being under the pruvisions of the Code of Criminal Procedure, 1898, 
non·bailable' be omitted." 

The motion was negatived. 

Mr. L. C. Buss (Nominated Non-Official) : Sir, I move: 
.. That in "Iause 42 of the Bill. to Bub's('ction (a) of the proposed ~t  87B, 

the following proviso be added : 

, Provided that a ).Ianaging Agent shall not be liable to be rl'moved under the 
provisi.ons hereof if the offending partnl'r, (lirector or offir.er as aforesaid 
shall bp expelled or dismissed by the Managing Agent within 30 daYB 
from thp ,late oi' Iii, ",lllviction or if his cOllviction shall be set aside on 
appc:1I '." 

Sub-section (a) of section 97 -B provides for the removal of a 
inanaging agent on com'iction for an offence in relation to the affairs of 
the company. It goes on to say that an offence committed by! any 
member or director of the managing agent's firm or company or any 
officC'r sha.ll be regarded as the offence of the managing agent. The 
amendment moved is intended to protect the mallaging agent from such ~ 
serious penalty as the loss of the ~  agency on account of ~ 

act of an individual who is his partlJer or co-director or employee pro-
vided the person adllaHy implicated is removed from his position, or 
provided 11(' is acquitted of the alleged offence on appeal. That, Sir. I 
think is all entirely reasonable suggestion. If the managing' agent t ~ 

immediate stl'PS to g-et rid of the wrong doer T r<ln ~  no rpason why the 
,Qlanaging agen<'y should lw forfe:ted. Equally if an ap]leal against h~ 
~ t  re:mlt"d in it.s heing set asidp. it \"<;ould, I cOllsider, l:c most 
improlwr for the ppnalty ]ll'o\'i(lcd in rhis ,rcti(;11 ,0 (>()IlH' into effec·.1. It 
must br emphasised that ,,'('elion R7-B does not in any sense affect or 
impair the r:ght of thl' ecm pan,' 1 () out Hill COll1 p(,T1satioTl from the 
mana?,ing-agent as a I'C:'lllt of thr ('OJlllllissiun of all offpn('e undr.r the sec-
t:on. That is an entirely separate matter, and all that the section ~ 
is to impose an additional imd specific penalty in such cases. The 
mllnag-ing agent in any ease remains responsible for the actions of his 
associates, nnd (111 tlHlt th(' amen(lment seeks to do is to preyent the 
impm;ition of the speeifif' t~  in a harsh and unconscionable maDner. 
Sir, I mow, 

Mr. President (1'1,,' TTono'lrahlp Sir Ahollr Rahim) : Amendment 
moved: 

" That in d:lUSl' 42 of the Bill, to sub·section (a) of the proposl'd section !l1S; 
the following proviso be added: 

, Provi,h'd that a Managing Agent shall not be liable to be removed under the 
provisions hereof if the offending partner, director or offic-er as aforesaid 
shall he ('xpellc-d or dismissed by the Managing Agent within 30 days 
from thl' date of hiq ('om;dion or if his ~t  shall be set aside 01 
nppeal'." 'f 

t ~~ ~~~~~ ~ j!f ~~ ~~ t ~ ~~~ ~ ~ ~~ ~~ t~ ~t~~~ ~ ~~  
line of the proYIso where it is said, " or ufficer as afore.<;aid shall be 
hPellM ~ t  ';y t ~ I ~~ ~ t 'tfie t h ~  ,.' 
ought to I>e changed. to " is ". so that it will read h th ~  ~  
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aforesaid is expelled or dismissed by the". Again in the lll,it line we 
have the words" or if his conviction shall be set a:side on appeal". I 
suggest that the word " is " be substituted for the words " shall be ". I 
have a further suggestion to make, that, although "partner" and 
" member" may mean the same thing, throughout the Bill we have used 
the word" member" and it is much better to use the same word instead 
of the word " partner' '. I would suggest therefore that in the second 
line of the proviso, the word " partner" should ~ changed into " mem-
ber". Subject to these changes, I accept the amendment. 

Mr. S. Satyamurti (Madras City: Non-Muhammadan Urban) : There 
is one point. 'Yhat is to happen in the inter 'al before the cOllviction 
it; set aside ~ These appeals may take a lorg time. It seems to me 
th(1'(' i.s a lacuna in this amendment. I am net against the spirit of the 
nmelJ,lm(mt. 'Yhen the offending membe" goes out, there is no point 
in ]lllllishing the managing agents. It seems to me, apart from the 
period of' limitation provided ill the Code of Criminal Proceuurr for 
app':'ab. there are inevitable delays in the disposal of appeals. It may 
take six months, or it may take OIre yetiI'. The appeal may cycn g0 to, 
the ,J lldicial Committee of thl' Privy Council. 

An Honourable Member: There may be a revision petition tu the 
High Court. 

Mr. S. Satyamurti : It seems to me that, unless this amendmclIt is 
t~t  ill such Cl manner as to provide that Olice the conviction is thfll'e 

the man is removed, althoug'h he may have a right to come bClck if 
th{' eOJlYiction is set aside on appeal, you will be letting in a lllllliber 
of mOll1l11', which mClY be anything more than a year or less than a year. 
A JnllIl who is conyictpd and about whose guilt there is no cetinite 
opiuioll until the appellate court has finally disposed of it-What is: 
to happen to him? This seems to me to lw a lacuna which "houlU lJe 
looker! into. Otherwise, it will mean. that taking advantage of the 
time which inevitably is involved in the disposal of an appeal, criminals 
who ~  be ultimately convicted may continue to be in managing- func-
tions, which I think the Law Member does not want. 

The Honoura.ble Sir Nripendra Sirear : What strikes mi'l is this. 
At'1cr all he does not automatically go out on his conviction. The share-
boldprs have got to call a meeting and I was presuming that h ~ an 
appeal has been filed the shareholders will possibly not wish to pl'oeeed 
b pass a resolution until the result of the appeal is known. I am under 
the impression that not much difficulty will be created but I have not 
heard Cllly concrete suggestion from my Honourable friend as tl) how, 
hI' wants the amendment to lw changed. I quite see the force of his 
point. I would a.<;k him to think over this matter. When an appeal 
lias been filed, is it likely that the shareholders will dismiss him before 
fhe appeal has been disposed of ? 

Mr. M. A. Jinnah (Bombay City: Muhammadan Urban) : UntlI the 
appeal 'is disposed of, the conviction is suspended. 
"he, h ~  Siret»' ,: 1 think there will be ,nO' 

~ ~ t  : ';".-. \ I I;: 
t t h ~ t 'Putijabt; Sikh} ~ ~  I know. ~ bY" ~  

~ t  the Law Member means the conviction by the-'trhtt'llOurt ~  
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ull ill".!.' conviction. Suppose the appeal is dismissed and the ~ i, 
let otI Lv the Hiah Court. I think cOllviction means ultimate conYlcllvD, 
I tlll11k'the worJillg will have to be changed in view of the fact that 
cOllyietioll means ultimate conviction. 

The Honourable Sir Nripendra Sirear: As all parties are agreed 
1i h ~ til<' substancJ of the amendment, I would suggest that this alaellu-
melif!uc held over till Half Past Two. 

(The amendment was held over.) 

Mr. G. E. J. Robertson (Burma: European) : I would ask for your 
permission that amendment No. 59 be held over for some time. It has 
becn found out that the wording does not properly give effcct to the 
intention of the amendment. I think it will be possible to re-arrange the 
wlIruing, so as to make it acceptable to all sections of the House. 

Mr. President (The Honourable Sir Abdul' Rahim) : What is wrong 
with it·! If the amendments are purely verbal, the wording could be 
e(}lTeeted. If it is a change of substance, it is a different matter. 

Mr. G. E. J. Robertson: It is an alteration of substance and it cannot 
be done on the spot It will take a little bit of time and I suggest that 
thiR amendment be held over in the meantime. 

Mr. President (The Honourable Sir Abdur Rahim) : The Honourable 
Member can re-draft it and circulate it at once. But if it is finished, 
I lllay not be able to take it up later. 

Pandit Govind Ballabh Pant: There is an amendment in my ~  
No. 138, which relates to the removal of the managing agent. 

Mr. President (The Honourable Sir Abdu)' Rabim) : Does it relate 
to tb(' same clause 7 

Pandit Govind Ballabh Pant: It relates to tbe same subject. I want 
to know whether I can move it now or at a later stage. It rclates to 
tbe subject matter of 87B. 

Mr. President (The Honourable Sir Abdul' Rahim) : I do not think 
I can nmlly give any undertaking. If some amendment relating to a 
previous clause is carried, tbis may be barred. It is really for the 
House to decide. 

Pa-ndit Govind Ballabh Pant: Mv remnrk:; are subject to that. 
Sir, I move. . 

" That in dausp 42 of the Bill, in sub·se<'tion (d) of the proposed section 87B, 
the words' Where the Court finds that the winding up is due to the negligence or." 
default of the Managing Agent himself' be omitted." 

If these words are omitted, then the clause will run thus : 

" if a company is wound up either by the Court or voluntarily, any contract ot 
management made with a managing agent shall be thereupon determined withoub 
prejudice. however, to the right of the managing 8.l!'ent to recover any moneys recover-
able by the managing agent from the company; Provided that the JIl8.n.aging ~ 
"n.D not be entitled to reeeive anv Ilompensation for the premature tennination of hie 
.. trut of lIj\IL!IagemeDt." 

·c 
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~  clause as it stands reserves the right, for the benefit of the 
~ ~  agent, to claim compensation even where a company goes into 
liqrudatIOn. My submission is that where a company goes into liquidation, 
the managing agent should not be entitled to any compensation whatso-
ever. As I stated in the course of my remarks at an earlier st<lge, a 
fompany can go into liquidation only either because of some ~  
or default on the part of the managing agent or bE'eause of his incom-
petence or inefficiency or because in very rare cases of some unavoidalJle 
misfortune which he could not OYf'rcome because of world factors or 
otherwise. It was suggested that there may be cases where a person 
corners the sha,res and thus bring'S ahout 11 sort (,f artifirial liauidation 
though the company, left to itself. would be able to manage tl;(· affairs 
effieiently and to the advantage of the shareholriers. That 'was the only 
reason advaneed in the course of the debate at an earlier stage as to why 
my proposal should not be accepted. Now, I may remind the Honour-
able Members that a company cannot go into liquidation voluntarily 
except and otherwise than through a special resolution or an extraordi-
nary resolution passed by the company. so there must be almost yirtual 
unanimity among the shareholders before liquidation. In the circum-
stances, there is not the least chance of a company going into liquidation 
!!limply maliciously with a view to injure the interests of the managing 
agent. I am not aware of any case in which any company has so far 
gone into liquidation in order to get rid of a managing agent. 

The Honourable Sir Nripendra. Sircar : They will if your amend-
ment is carried. 

Pandit Govind Ballabh Pant : I think the Honourable the Law 
lIember is aware and I may inform him if he is not that in Calcutta 
most of the companies have not got any clause whatsoever by virtue of 
which the managing agents possess the right of compensation if the com· 
pany went into liquidation. 

The Honourable Sir Nripendra. Sircar : No clause is wanted; that 
iB under the general law. 

Pandit Govind Ballabh Pant : Then, I am not aware of a,ny case 
in which any compensation has been claimed by any agent and I am 
Bot prepared to believe that it was because of the knowledge of the 
general law that people did not take any such step and did not resort 
10 any such manoeuvres. Such cases will, if at all, be very rare, while 
the CaBes in which the shareholders will be called upon to payout of 
their pockets in order to enable the company to meet the managing 
agent's claim for compensation 'will be many more. What will be the 
result if this clause is retained in its present shape? Let us assume 
1hat It ·company has made calls to the extent of 25 per. cent, on the shares, 
110 that the shareholders have yet to pay 75 per rent. more on the shares 
held by them. Now, such a company, because of the incompetence of 
the management and of the managing ~ t  which is not covered 
whether by default or by negligence, goes into liquidation, and the manag-
iag agent under the terms of his contract claimR eommission for 10 years 
en . the ground that under the agreement he is entitled to such com-
Jell.SatiQ,n in ~  of liquidation of the company, Now, the shareholders 
lIIay be required to ~  the 7fi per cent. balance of their share'l and fresh 
ealls may be made upon them so that the managing agent may get ~ . 
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pensation. It is unthinkable that ~  arrangement like this should be 
:accepted by anybody in this House. 

Now, aSSUnlP for a 1ll0Int'nt that a Iwrson corners the shart's, how can 
he do that? The managing agent can manipulate the value of the shares 
in a much more eiTectivt' manuel' than any other person. If he sees that 
other peoplt' ur(' going to ~  the shares and he himself does not 
want them to purc]Hl..st' them, he can easily manage to rai&' the value of 
the shares. I will not read from IJokanathan's book, the Old Testament, 
I assumt' that the t~  the Law :Member has read relevant passages 
therein relating to the manipulation of the shares by the man::tging 
ugCl1ts. If a person ~  ('orm'!' tht' shares, then ,,'hat docs he do? He 
has to pay a ndue much above the aYeragt' and the normal in order to 
acqllire tlw sltares with the rrsnlt that the sha.reholders as ,veIl as the 
mlllwging agent realise more than full value for their holdings 
in thp C(IlllpHny. ::)0, even if sneh an unusual ~  did actually happen, 
the managing agent would not suffer. I ask the House tD comjder 
y,'hether in most caSt'." the failure of the company is not attributable to. 
the lI1anaging agent himsdf. If the company thrives and prospers, it, 
i!:> till' managing agt'nt who has the lion's share of the profit, and if the 
company goes into liquidation. tllPn it is the managing agent who, again,. 
will haw the lion ',; ~h  of tllf' capital hpId by the shareholders. It iH 
1 he samr I)ICl "tnr" of thp l1eads I Will and tails yon lose. The sharc-
holller must ferc1 tht' managing agrnt both ways. 'If tIl(' company runs, 
he ",ill han, his ~ t  prof!t ; if tht' company comes to a 
standstill. he muM have his ('omp"'nsation! \'\hat I wnnt the lIonst' to, 
(jollsider is i hi;;. : whether tllf' "hareholder is more tc, blame in the casc' 
of the failure of a eomp::my than the manag-ing agent, for, after nIt 
wh;ttpver is paid to the managing agt'nt, is taken away from the h ~ 
holder. \Yht'thf'r yon pay !tim out of the capital money or the .inwstment 
or th,' holding-s or thp nTldertakings of the company or whether you make 

~  ('aIls on thr sliarpho1,lero;. in ~  case it is paid out of the assets 
belong-ing to thl' shareholders. If you want to pay the managing agent, 
then yon hnve to takr it from the shareholder. 'rhe proposition, as it 
ol,tains in the Bill, is of a ,'ery far-reaching character. It makes the 
eompuny liable to pay compensation whatever may be the reason for the 
failure except the defnult or negligence of thr managing agent, and how 
diffir·ult it is eYen t{) e-;tabli<;h as to what amounts to negligence or tb 
default. Tht'l'efort'. 1 ~ t that in cases of liquidation of thl' company' 
the managing ngrnts should not be t'ntitled to any compensation. I will' 
se('].; the l'ermi!"sion of the Honourable the Law Member to place ~ 
him ill10thpr ('ase whiC'h may not have struck him but which is worthv of 
consideration. Hr h ~ th ~ ht of thM hard ('ase which is a very rare 
one-and hard cases never make a good law-where a person in o;der t(). 
spite a managing agent conspirt's with and misleads the entire comp'1D1 
and almost eyeryone of the shareholders in order to secure the liquidation4 
of the company. That !';{'('ms to me' almost inconreivable. But is it' h6f 
still more likely that the managing- agent, when h«'- finds that it is more·m; 
h ~ advantage to'haye cornyjen<:ntron ~th  tllaIi· r'U1). the'lhl'sin'esS; !ln8.'T 
m'anipulatetne 'afl"a1rs inSiJeli ~~ tltatthe company is' dri'veri:"M 
liifiiidaHon. And as R 'i:'es'rilt h":"ias' his' pound' of' flesh bv wIlV'of' ~ 
pensatioil !.: '8o'th'ese'hai!d"eases'have'to·be1Iert'orit: ['NOrclan:+: yoU n1tijt 
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aecept the principle that the managing agent is to blame and even if-
as is but rare-it is a case of misfortune, he must share the loss with the 
shareholders and not add to their misfortune by claiming compensation 
for himself when the company goes into liquidation. Sir, I move. 

Mr. President ('fhe Honourable Sir Abdur Rahim) : Amendment 
moved: 

" That in clause 42 of the Bill, in Bub·section (d) of the proposed section 87B, 
the words ' Where the Court finds that the winding up is due to the negligence or 
default of the Managing Agent himself ' be omitted." 

The Honoura.ble Sir Nripendra. Sircar : Sir the amendment pro-
vosed by my Honourable friend, Pandit Govind Ballabh Pant, is of II. 
sweeping character and extremely unreasonahle for these reasons. 
Apparently jUdging by his speech, my Honourable friend is under 
the impression that whenever there is liquidation that means the 
company has come to grief and is unable to meet its demands and so 
on. I would ask my Honourable friend to consider othcr cases which 
have actually occurred. A company if .'.t wants reconstruction or if 
wants amalgamation, the first step is voluntary liquidation. Is it 
suggested that where this liquidation is meant for the benefit of the 
company, for its expansion, that the managing agent should lose what 
he is entitled to under the law Y Why, for what reason'! Thell, Sir, 
under the general law-my Honourable friend was talking about 
clauses in the managing agency agreement-supposing-there is 
nothing in the managing agency agreement that he will be entitled. 
to compensation. I am reading from Smith, Master and servant, page 136, 
" in the case of a limited company, the winding up order is a notice of 
discharge to the servants employed by the company". \Vhat is the 
result that follows. As soon as there is winding up order, every servant is 
wrongfully dismissed, the mistry who has been engaged for One year, 
is entitled to compensation, the manager, the assistant manager, the secre-
tary, all these have been employed for II. number of years or a number of 
months, they all get compensation because the liqu:dation or the winding 
up means the wrongful discharge of the servants. If that is the position, 
everybody, every servant under the general law will get compensation, 
but not the managing agent. I say, it is extremely unreasonable. Agai.n 
when it is a question of amalgamation or reconstruction, surely there 18 
no reason why the managing agent should be deprived of what is his due 
under the law. If I may remind my Honourable friend of the ca;;e of the 
Tata Industrial Bank in Calcutta, it went into liquidation for the purpose 
of reconstruction. There was a clause in the lease for forfeiture on 
liquidation and the result was that lily Honourable friend, Mr. Susil 
Chandra Sen, who is not now here, collared a lakh flf rupees, out of it. 
ThHe was a clause in the lease that in case there was liquidation, there 
w(,uld be forfeiture of the lease and perfectly legally the landlord came 
down and· said" here is forfeiture. We do not mind why you have gone 
into li(!uidation. you have plenty of money, but this is liquidation" . 
. The result was that the Tata Industrial Bank had to pay a lakh of rupees 
c:t!,h and an increase of Rs. 2!'i() per month in rent and a'l a consequente 
the landlord t ~ forfeitu'r'e. I am referring ·to that fur . the pur-
~ t h~  fhllt ·.liquidation; does m)t., !1J.f!Cessa.tily mean that the 
c"mpanr is in d,ifficuttif\&, . . ,. ., ;." ... , 

~ .. ,., ";-' .,1"0:". "". " ~  .: ..• ~  1 

Pandit Govind,.,Ea41aNt ~  But mostly. ,f .11 -,'"1 .:'". 
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The Honourable Sir Nripendra. Sirear : Why should the managin& 
agent be treated differently from other servants of the company t 

Pandit Govind Ballabh Pant: Because he IS ill charge of the 
whole management. 

The Honourable Sir Nripendra Sirear: That has been provid"d 
for. If it is due to his default or negligence, then under the Bill he 
does not get any compensation, but my Honourable friend is tryin.g 
to rope him in and deprive him of all his compensation where he IS 
not at fault at all. I submit it is extremely unreasonable. I oppose 
this amendment. 

Mr. President (The Honourable Sir Abdur Rahim) : The question 
is: 

" That in clause 42 of the Bill, in sub-section (d) of the proposed sectlon 87B, 
the words 'Where the Court finds that the winding up is due to the negligenee or 
default of the Managing Agent himself ' be omitted." 

The Assembly divided : 
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Vissanji, Mr. Mathuradas. 
Witherington, Mr. C. H. 
Yakub, Bir Muhammed. 
ZafrulIah Khan, The Honourable Sir 

Muhammad. 
Ziauddin Ahmad, Dr. 

Ba.bu Baijuath Bajoria (Marwari Association: Indian Com-
merce) : Sir, I beg to move : 

" That in ellUlBe 42 of the Bill, for sub-section (e) of the proposed I16etion 8'1B, 
the following be substituted : . 

, (e) The appointment of a managing agent and the removal of a managing 
agent shall not be valid unless approved by the company by a resolutIon 
at a general meeting of the company ; and any variation of a managing 
agent's contraet of management made after the oommencement of the 
Indiltn ('()mpanies (Amendment) Act, 1936, shall not be .valid unless 
approved by the company by a special resolution at a general meeting of 
the company'." 

The clause as at present in the Bill reads : 
" (e) the appointment of a managing agent, the removal of a mllJlaging agent 

and any variation of a .managing agent's contract of ~ t made 
alter the eommencement of the Indian Companies (Amendment) Act, 
1936, shall not be valid unless approveq by the company by a resolution 
at a general meeting of the company : 

Provided that nothing herein contained shall apply to the appointment of a 
company's first managing agent made prior to the issue of the ~ t  

or statement in lieu of prospectus where the terms of the apPointment of 
iuch managing agent are there set forth." 

My amendment seeks first to enact that the variation of the 
managing agent's contract should he valid only if approved of by' a 
special resolution at a general meeting of the comjJany instead of by an ordinary resolution at a general meeting of the company, and also 
seeks to delete the proviso which I have read just now. 

:Mr. 8. Satyamurti : Sir, on a point of order., you will kindly 
notice that amendment No. 65 seeks to omit ~  the proviso, whereas 
my Honourable friend's amendment seeks to do both. I think it· will 
be more to the convenience of the House, if thesubjeet of appoint-
ment: or removal of managing agent by an ordinary or special resolu-
tion be voted on ~t  .apd .thequestion of the proviso being ,theooor 
not voted on t~  .. , ~  put it to the vote inA'Wo, parte; 
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1IIr. President (The Honourable Sir Abdur Rahim) : I think it 
would .be better to put No. 65 first. If that is carried, the other can 
be taken up. ' 

Mr. S. Satya.murti : I agree, Sir. 
lIIlr. President (The Honourable Sir Abdur Ra4im) : Mr. Bajol'ia 

ean proceed with his amendment. 
Babu Baijnath Bajoria: AB regards this special resolution which 

I want for the variation of the contract, I draw the attention of the 
House and of the Leader of the House to the fact that this is only done 
with a view to remove an anomaly. If you read section 87-C. (2), you 
will find: 

" Any stipulation for remuneration additional to or in any other form tha.n the 
reIll,llleration speciiied in sub-section {1) shall not be binding on the company unletlS 
sandioned by a speeial resolution of the eompany." 

I think that additional remuneration and variation of contract ~  
one and the same thing. There is not much differen·ce, and so if my. 
amendment is accepted this anomaly will be removed. Sir, I have left 
the appointment and removal to the ordinary voting of the ,company. 
As regards variation of contract, it stands on a different footing, firstly, 
because these variations of contract are invariably for the benefit of 
the managing agents, and when any variation is required it is but fair 
that it should be by a substantial majority of the shareholders who 
will favour these variations. I have in my own practical experience found 
that this variation of contract has been abused several times by the 
managing agents. As regards the proviso, this will nullify the main 
section. It says that if the first managing agent issues any prospectus 
with the terms and <londitions of the managing agents' contract, then 
it shall not apply in the case of the first managing agent; that is to say, 
only if the terms are published in the prospectus, then for twenty years 
the shareholders cannot change the form of the_ contract of the manag-
ing agent. They will have to accept whatever is written ip. the pros-
pectus. As is well known, Sir, very few shareholders or intending share-
holders care to read ~h  prospectus, and so I think the terms of the 
first managing agent should also be confirmed at the first general 
meeting of the company. Sir, I move. 

Mr. President (The Honourable Sir Abdul' Rahim) : Amendment 
moved: 

" That in clause 42 of the Bill. for sub-section (e) of the proposed. section 87B, 
the following be substituted: 

, (e) The appointment of a managing agent and the removal of a managing 
agent shall not be valid unless approved by the company by a resolution 
at a general meeting of the company ; and any variation of a managing 
agent's contract of IDanalrement made after the commencement of the 
Indian Companies (Amendment) Act, 1936, shall not be valid unless 
approved by the eompany hy a speci;ll resolution at a general meeting <If 
the company'." , 

Then, there is an amendment in the name of Mr. Satyamurti. 
Mr. S. Satyamurti : Mr. Paliwal will move it, Sir. I don't want 

to move it. 
Mr. President (The Honourable Sir Abdnr Rahim) : Then there 

ie anuther amendment on List No.4, that also refers to clause (e). 
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lIIIr. S. Satyamurti : Sir, my amendment is : 
•. . ~ h t in elauae42 of the Bill, in.elauae(Cl) ~  the propoaed section 81B, after' 
~ words ' at a generalllWetip,g of. the eompRny , the words ' notwithsta.nding &nytAiJ1&: 
eontained to the contrary in section 86E ' be inserted." 

lIIIr. ~ t (The Ronowable Sir Abdur ~  This is foI'" 
lIubstitution. If that is carried, then, of course, ..... . 
~  . , . 

Mr. S. Satyamurti: I don't move it now, Sir . 
•. Sri Krishna. Dutta Paliwal (Agra Division: Non-lI.uhammadan 

Rural): Sir, I move: 
.. That in clause 42 of the Bill, the proviso to elause (1') of the proposed seetion 

b7H be omitt.ed." 

Now, Sir, clause 87B (e) lays down that the appointment of Ii 
inanaging agent, the removal of a managing agent and any variation 
'of a managing agent's contract of manaiement made after the com-
mencement of the Indian Companies (Amendment) Act, 1936, shall no't 
be valid unless approved by the company by a resolution at a general 
¢eeting of the company. This is a very salutary provisi9n, but the 
pruviso to the clause nullifies it. It says that " provided that nothing 
herein contained shall apply to the appointment of a company's first 
managing agent made prior to the issue of the prospectus or state-
ment in lieu of prospectus where the terms of the appointment of such 
managing agent are there set forth ". 

No}\" Sir, it is clear that this proviso, as my friend Mr. Bajoria 
pointed out, exempts the Drst managing agent from having their 
contract approved by the company, for at least 20 years, and we know 
that the first appointments which have been exempted are generally 
the promoters' appointment. And the promoters are either the 
managing agents themselves or at best their nearest a,.nd dearest 
friends or relatives. It will be a case of Sir Homi Mody appointing 
himself and taking whatever terms he likes in the agreement. I have 
no doubt that the House will agree with me that this proviso should 
be deleted. Sir, I move. 

Mr. President (The Honourable Sir Abdur Rahim) : Amendment 
1l10ved : 

.. That in clause 42 of the Bill, the proviso to clause (e) of the proposed seetion 
8; II be omitted." 

The Assembly then adjourned for Lunch till Half Past Two of the 
Clock. 

The Assembly re-assembled after Lunch at Half Past Two of the 
'Clock, Mr. Deputy President (Mr. Akhil Chandra Datta) in the Chair. 

Mr. F. E. James (Madras: European) : Sir, may I remind you that 
this morning amendment No. 58 was postponed until after luno-h. 
There were two or three verbal alterations suggested by the Honour-
able the Leader of the House which we accept. As far as any further 
amendment of our original proposal is concerned', we have gone into 
the matter very carefully, and in view of the difficulty of shaping the 
amendment in such a way as to make its int1!rpretation perfectly clear, 
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[Mr. F. E. James.] 
we prefer to stand on the amendment which was originally proposed 
this morning, subject to those verbal alterations which the Honourable 
the Law M.ember suggested. 

The Honourable Sir Nripendra 8ircar : Is it No. 58 Y 

Mr. F. E. James : Yes, Sir. 59 is not moved. That will be moved 
subsequently. 

Mr. Deputy President (Mr. Akhil Chandra Datta) : Amendments 
NOB. 64 and 65 are now under discussion. I think: it will be better te 
take up Nos. 58 and 59 after disposing of 64 and 65. 

lIIIr. Bhulabhai J. Desai (Bombay Northern Division: Non-Muham-
madan Rural): Mr. Deputy President, I support the amendment 
which seeks to delete the proviso to section 87B (e) and I shall give my 
reasons in a very few words. The proviso says : 

" Provided that nothing herein contained shall apply to the a.ppointment of.!" 
company's first managing agent ma.de prior to the issue of the prospectus or statement 
in lieu of prospectuB where the terms of the appointment of sueh managing agent are 
there set forth ", etc. 

My objection is this. I think it will be conceded that if this is 
intended to enact, any pre-formation arrangements contained in a pros-
pectus become on the formation of a company ;'pso facto a binding con-
tract, ~  it will mean really revolutionising the company law. Every 
item lllentioned in the prospectus has no binding character whatever 
unless the company after its formation accepts the terms of those 
particular documents as the terms of a contract entered into between 
the person with reference to whom those provisions are intended to 
apply. If therefore the proviso is intended to say that the first 
managing agents' appointment becomes an ~ t t as soon as the 
company is formed, I submit the House ought 110t to accept it at all, 
for this reason, that it will be introducing an innovation entirely un-
known to company law anywhere in the world. !twas said that 
supposing the appointment of a managing agent is contained in the 
Articles, it is also good law, that the Articles only constitute a contract 
between the shareholders inter se, and never can constitute a contract 
between the company on the one hand and strangers on the other, 
though in some cases I quite agree where the appointment is not in ques-
tion, the terms of the appointment have been gathered from anyone 
of these documents, and particularly from the Articles, but there the 

~  of the point has always been not so much whether the man is 
appointed or not, but having been so appointed like a manager, what 
are the terms of his appointment. But the first two propositions stand, 
I submit, unchallenged subjellt to correction (1) that no arra.ng'ement-
I use that word because it is less than an agreement,-no arrangement 
made in what is called the pre-formation period of the company cal]. 
ipso facto become a contract with the company on its formation, antI 
(2) that its incorporation in the Articles will not constitute a contract 
hetween the company and" other persons. The only other meaning, 
the narrower meaning of this proviso ·can be that it is intended in the 
terms of the prospectus, if they contain the appointment of the manag-
ing a.gent that, the directors should be free, if they have such power 
under the Articles on the formation of the company, to enterin-to the 
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contract ~  those t ~  Objection to that is also very vital. They 
.are not directofS appomted by the shareholders, ~  the first directors 
are the subscnbers to .the memorandum under the Companies Act, aud 

. therefore they cannot In ~~  be said .. to represe!!t th~  in 
~ ~ whatever. For this ~  I submit the proviso should be 
OmItted. 

Mr. T. Ohapman-Mortimer {Bengal: Europe'an)·: Sir, it is with 
BOrne diffidence that I rise to· oppose the point of view put forward by 1iI0 
distinguished a company lalWyer as the HonolH'able the Leader of the 
Opposition. I submit, Sir, that the argument put forwani in favour of 
Amendment No. 65 for the deletion ~  the proviso to 87-B (e) of 
clause 42 is not a correct one. He suggests, at least I understood him to 
say so,-that what this proviso does is when a company is formed, it 
would have to go to its shareholders to ratify the agreement with the 

. managing agents and so on. He qlioted various instances and talked 
about the arrangements and CO'Iltracts that had to be ra.tified by the com· 
panies. In one sense, it is correct, they are ratified by the companies, 
that is to say, they are ratified by the first Board of Directors. That is 
riot the same thing, as Honourable Members are aware, as the contracts 
being ratified by the company in general meeting. He suggested that 
what is prOtPoooo in this proviso will revolutionise company law. For 
the reason I have just given, Sir, I submit my learned friend is nut correct 
in this particular. And I would like to suggest a ca<>e in point, and here 
the issue is not one between the managing agent and the company, but 
between Mr. A or B who happens to own, for example, a gravel pit. We 
will suppose that having worked in their individual capacity as land-
owners for some years, they decided to form a company, which would take 
over the control of the gravel pit. The terms of sale might easily be 
that A would receive a block of shares and a sum in cash as well in return 
for transferring to the company the gravel pit I have mentioned. That 
is a. case of contract. or arrangement entered into before the company is 
fowed. That is ratified, as I understand the position, by the Board of 
Directors when they meet to consider the first business before them. It 
is not at all brought before the company in general meetings. The same 
thing exactly applies in the case of the first managing agents. If we 
inquire into the position of a newly formed company it is always some-
thing ~  this. The managing agents have decided to float a company. 
They ,believe that a new jute mill or a cotton mill or a. colliery would be 
a good thing. They therefore make up their minds as to how much capital 
is required, and they conduct all the initial preparations required for 
the f{)rmation of the company. They then get together with some friends 
to arrange as to who will be the first directors, who will underwrite and so 
.Qn. All these things are arranged, and in return f(lr that, they obviously 
ask-I< Weare not going to be tllrned out from our managing agency 
within the first year of the formation of the eompany". They will 
naturally say , , We are going . to start this Iiew venture and in return we 
l10pe that you. are gjving us the managing ager.cy , '. That is a matter 
then between the Board of Directors who will represent the shareholders, 
o8Ild. : th~ maIlagi.ng agents. The managing agency on these terms will 
be allowed to ~ the company in return for all the initial preparations 
they. have conducted. I submit, Sir, that is the position today, and my 
Jri@d the IWnouJ;"able the Leader of the Opposition is under, ,a misappre-

L346LAD . ,. D' 
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[Mr. T. Chapman-Mortimer.] .'..,..., '  "  "  ' 
ht!nsion,; ind' his, mterpretitioriofthiS ~ t  is :t'her,e1:ot:i WrO'ng; . 

~ !I, 'oppeiJe thisameIidment: '  . '. ',. ,i ' "  • ",' .,' " 

" The lIoIlourable ' ;Sir Nripendn., Sircar : Sir., 'my' Honourable 
frierid the Leader of the Opposition laid down three propositions' ,or law 
and I need hardly say that I agree with every one of them. There:is no 
question of law on, which I am at issue with him. The poiAt befote ,the 

~  very short and it depends on the opinion of the House as to which, 
of i}i\j two consideratiOillS ought to, prevail. The position is, this : it is, 
quite true as my Honourable friend has said that you ma,y set out anything 
in the prospectus; but that does not amount to a contract. With that I 
agree if I may say so respectfully. But what generally happens-again 
my knowledge is limited to Bengal or rather Calcutta-is this : that the 
first set of direc.tors, who are practically friends or nominees, as my 
Honourable friend said, of the promoters, appoint the managing agents : 
then in the articles the managing agency terms are generally set out as to 
A. B. C. being the managing agents and they will get such and such 
remuneration. Under powers delegated to the directors by the articles the 
directors sign that agreement between the managing agency firm and the 
company, so that in practice the appointment of the first managing agent 
does not come up before the shareholders. I have also seen articles where 
the artides previde that this appointment must be put up before a general 
meeting, but they aremore by way of exception than the rule. Therefore, 
we oome back again to that position : there is no question of law outstand-
ing. I buy a share: I see not only the prospectus on which I am not 
placing so much reliance for purposes of contract-I will not urge that for 
Ii minute--I know what the articles are also; and whatever the old law 
might have been, in our new provision in clause 48, if I may remind 
Honourable Members, at page 22 of the Bill, the prQI!Wectus has got to 
;set out any provision in the articles or any contract as to the appoint-
ments of managers or managipg agents, and the remuneration payable 
to them; so that I am buying a share knowing of the prospectus, know" 
ing of the arti(!Jes. My Honourable friend is quite right in saying tha.t 
the articles do not constitute a contract as between the company and an 
outsider. namely,. the managing agent, but it does constitute a contract 
between'the member and the company. Therefore my position is that 
I have bought shares knowing of the articles, and I am under contractual 

~ to respect the contract which provides that A. B. C. will be the 
managing agent and the directors will sign that agreement. I will read 
only two lines from B.uckley on Companies-page 35 : 

" The articles do constitute a coutract between them and the correet view i8 that; 
IItated by Lord Herschell : the articles ~ t t  a contract between each member and 
the company." 

, Then he ~ t  say that the I\rticle does not constitute a contract 
between an outsider and the company. Therefore what is the position' 
I remember the argnineni about the shM'eholder being weak and ignorant 

~  apart ~  another and so ~ the position is that 14 
have become a party to a contract as a result of which I have agreed-but 
of course we can change that agreement by overridinJr force of statute-
that. A. B. C. should be appointed as managers by the direeto1"8. It! itfidr 
in that'ca$6,alter the managing agents have taken the trouble' to fiaat a 
company IIIhd doing eVerything possible, that I should go before the share-
holllers aml1isay "You have done everything that 11'1 pOssible. I am a 

.  + 
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party to ~ ~ t by WIDCll: yOU are t t t ~ 21 per ~t  but I  . 
ha<te my friend m Bankshall Street who will take it ~ 2i ,per cent. and 110,. 
you . .shall go out' '. Is that fail' 1 After, ~  the!!C are the' tWD -bal'ancin'; 
~ t ~ ~  I ~  th ~th  oright t ~ ~  ·,.Y ~ 
friend IS quite rrght m saymg that the proviso will be useless where either 
\1) the ar:ticles prQVide that the appointment has got to ,be ui.ade ata 

~  mg, or (2) where power is not given to th, e dil,'ect, ~ ~  
(jf delegatIOn from the company to enter into such a contract. In' tl;iOse 
t~  cases. it will ~ useless, but in the majoriy of cases it ,lut.s it.s1Ise, 
because th18 first appomtment does not asa matter of fact always come up 
ldore the shareholders. I submit no sufficient reason has been showna3 
to why the proviso h~  be deleted, or why a person who buys. shares--
and we are making all safeguarding provisions for him-he knowsfuU,r 
the contents of the 8lrticies, he knows who is going to be managing Rgflut 
and what he is going to be paid, and then he buys shares. Having 
done all that if he turns round and says •• I will turn 'out the original 
managing agents", I do not think it is reasonable. I oppose the amend-, 
!Dlnt. 

Mr. S. Satyamurti: Sir, this is one of those amendments which 
ihe Select Committee in an unfortunate moment acceptoo. . . . .. . 

The Honourable Sir Nripendra Sirea.r : Fortunate manumt I 
Mr. S. Sa.tyamurti: My Honourable friend, the Law Member, 

conceded the ,point made by the Leader of the Opposition that the pros-
pectus by itself will !Dot constitute a contract. His main argument, was 
based on the articles of the company which may provide and often do pro-
viile for the appointment of managing agents, their terms, and so forth, 
aud ~ give the directors power ..... . 
The Honourable Sir. Nripendra Sirear: Contract between' the 

directors and the managing agents (f) , 

.Mr.S. t ~  .But my Honourable ~ must. notice,}hat 
llP('tJOn 87-B (e) begIns WIth these words: " 

" Notwithstanding anything to the contrary contained in the articles of :the como' 
pany or in' any agreement with the company ...... ". ' .  ' 

Therefore, the whole object of this section-I am not talking of the 
~  that notwithstanding whatever' may' be' contained in the 

articles of association, the ~ ~ t of ~  agent ~ ~  
before the company for ratIfication by a resolutJon. Then the ·p¥.onso 
comes in, and says that: ,r<' 

., nothing herein contained shall apply to tlie appointment of' a company's first 
managing agent made prior to the issue of the prospeetus." -'. '_ 

The proviso contemplates the appointment not in the prospectus, 'but, 
prior to the. prospectus. May I mOlW' what those w9rds ~  f It ~ nlit 
~  as part of the prospectus ,even., The proVISO, t~ t  the 
appointment made prior to the ~  of the t ~ that IS tosaY/.the 
prOmoters nominate directors, the pr?moters nommate themselves. as 
mimaging .agents ;-and then they put that mto the prospectus, after h ~ 
made ,the appointment ..... . 
'!he ,Honourable, Sir NripeDdra. Sircar : No, no, .. /  , 

,'; "Mr. S: Sa.tya.mnrti : y("s; ~  read the words .. ~ th h~  
oontained shall apply to the appomtIne;nt of ;l>oompany s·, nm ~ 
in#' agent made prior to the ~  .the 'Pr<lRpectUl3" .• It t t~  ~  
mean anything at all, they mean that the act of appomtment must be 
L346lJLD »2 
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anteriQr' in time to the issue of the prospectus: Therefore; 'it 'eoIitemplates 
an appointInent, as apart from the prospectus. No ~t  the wordsfollOlW 
" where the tennsof the appointment of such managing agent are there 
set forth ". It seems to me that it is not even a case of directors ap,point-' 
iilg. My Honourable friend said directors are given the power-they can 
apwint. But where do the directors come i1Il at all' The appointme'tlt is 
made before the issue of the prospectus. . . . . . " 

The Honourable Sir Nripendra Sirca.r : Yes ; but you cannot sell 
shares unless the prospectus is out. 

:Mr. So' Satyamurti : There are these stages, the· appointment of 
managing agents by promoters, then the issue of the prospectus, then the, 
sale of shares; These two acts, the issue of the prospectus and the ,appoint-
ment, are different acts, and I submit that it is but right that, after all 
these things have been done, the matter ought to eome bef{)re the share-
holders.' Of course, the Leader of the House's stock a'rgument, in respect 
of all these amendments, is that something may happen, the shareholders 
may do s()mething v-ery wrong, but I do suggest that if the ~  atands 
as it is, sub-section (e) ()f se0ti()n 87-B will be a dead letter. There are 
going tobll no promoters who are not going to appQint theplselves as 
managing agents before the issue of the prospectus. What is the sub-
section T Notwithstanding anything to the contrary c6ntained in the 
articles of the company or in any agreement with the company, the appoint-
~ t of the managing agent must come before the general meeting 6f the: 
company : Provided that, if the prospectus contains a prior appointment 
there is no need for this. I submit that the' temptation ,for every pro-
moter will . be to take advantage of the proviso making the section' 
practiCally nugatory. I :do hope that the HoU8e will aceept the amend-
ment deleting the proviso. . 

:Mr. Deputy President (Mr. Akhil Chandra Datta) : The ques-
tion j,s-: 

" That in clause 42 of the Bill, the provil!o to ela1l8e (e) of the proposed seetioll 
S7B be OlJIitted." 

The motion W818 rulg&tived. 
~  &ijna.th Bajoria : I beg leave to withdraw my amendment 

No. 64. 
The amendment was, by leave of the .Assembly, withdrawn. 
Mr. Deputy President (Mr. Akhil Chandra Datta) : Amendment 

No. 58. 
Mr. F. •. .Ta.mes: As I explained before on this matter, this 

~ t was moved by my Honourable friend, Mr. Buss, before the 
lunch recess, and the Honourable the Law Member suggested certain verbal 
alterations· which we Willingly accept. There was . a further question. 
raised by my Honourable friend. Mr. Satyarnurti, which led to the 
amendment being withdr!lwn until this afternoon so that we might give 
consideration to thti'possibility ofamendmg it in the t ~t  
by my Honpnrable friend. We have considered the matter very' ca.refully 
'wi.th the ~  adv,ice possible, and 'we . have come to the eooelu.sionthat 
we have.ne option but. to. $nd' by the amendment· 88' • it "WM originally 
proposed, in view ()f the difficulty of snggesting'any' other' amendment 

," , .',':''- T 
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to it which would noi leave in S()me considerable difficulty and doubt 
·its proper interpretation. Therefore, we hope that the lIouse under those 
circumstances will accept the amendment as we originally proposed it. 
subject to the verbal al1erations sugge;o;ted by the Honourable the Law 
Member. I might just mention those to refresh the minds of Honourable 
Memberii,-instead of the word " partner" in the second line the word 
,. member"; instead of the words" shall be " in the third line the word 
" is " ; and instead of the words " iihall be " in the last line the word 
" is ". 

Mr. Deputy President (Mr. Akhil Chandra Datta) : The amend-
ment moved will then read thus: 

" That in dause ~ of the Bill, to sub-section (a) "f the proposed section 87B, 
the following proviso be added : 

, Providerl that a Managing Agent shall not he liable to be removed under the 
provisions hen'of if the offending member, director or officer as aforesaid 
is expelled or dismissed hy thp Managing Agent within 30 days from the 
date of his eonviction or if his ('onviction is set aside on appeal '." 

The question is that that amendment be made. 
The motion was adopted. 
Mr. G. E. J. Robertson: Sir, t move: 

,. That in clause ~ of the Bill, to sub-section (Il) of the proposl'd sectIOn RiB, 
·t.he foUoning proviso be added: 

, Provided that in the case of a Managing Agent's firm a ehange in the partners 
thereof shall not \;p decll1(,,(] to operate as n transfer of tho ollier of 
Managing Ag('nt, So long as onl' of thl' orig-inal partners shall continue 
to be a partn('r of th(' 1Iianaging Agent's finn. For the purpose of this 
sertion ' original partners' shall ~  in the rase of Managing Agents 
appointed before the ~ t of the Indian Companies (Amend· 
ment) Act, 1936, partners who were partners at the date of the commence-
ment of the said Act, and in the ease of Managing Agents appointed 
after thl' commencement of the said Art, partners who were partners at 
the date of the appointment '." 

Sir, in his remarks ~t week on clause 42 of this Bill generally the 
Honourable the Ilaw Member referred to the sub-section dealt with hv 
this amendment and said that Go\'ernment would oppose attempts to ~  
the transfer ofag-ellcy permis.<;ihle without the approval of shareholders. 
I do not think there ran be any disaf(Teement with that point of vitow. 
He a1<;o went on to say that Government were quite prepared to ~  
any attempt to define what act. "ill amount to an assignment or transfer 
of office. Now, S-ir. I submit thRt this clause (b) of section 87-B as it 
tands would be liable to cause a, transfer of office by the managing- ~ t 

every time a partner retired and a new partner was /l.<;;;umed and T do riot 
think that that proposition could possibly be entertained. I would I ike t" 
aeal with the question in two parts. First I will deal with the <111(':-;1 iGn 
. of the managing agents appo;ntpd after the ('ommencement of the IPl'e,·d· 
ing Act. In their case the House has already approved of the principle 
that their tenure of office should amount in the max;mum and the minimum 
IIf the sahH' time to 20 ,'ears. If thpv have to ~  to the shardlnlrl('!', 
enry time a new partll'er is as.snmpr1: that. will. eat into this period of 1i1'I' 
~h h t h~ 'gnIin' ailother clause conters upon th£: ~  ~ t  : Arui 
Il>llbmit tqatth.a,t ~ t  will be intolerable. .The amo:unt Qfinducf"1'W11 *Irr. ~  .t9: tM Ill-iu:w.g:irigagent to finance t~  ·w.o;ul.q be seriousl'y 

•• ~ t t t  :managing agent, is aware,.that every:' tune ·a ~  t ~  ~ 
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'-ti8sUmeCi'1le has to refer to the shareholders. I "'Wo'Old like to remind thf' 
ItOilse 'of' the' remarks made by the Leader of the Opposition .:he oth ~  ~ 
when he referred to a case in the :Bombay High Court concerning 8 

t ~  agency firm by the name of Goculdas and Company. ~ deci-
.ion ;f the Court in that case was that as none of the existing partners of 
the firm of Goculdas and Company had been contemporaries of the original 

t~  at the time when the managing agency contract was entereti into, 
the fii'm could no longer be identified as the original managing ageney firm 
with which the company had contracted. The inference from that decision 
must be that, had anyone of the existing partners been a contemporary of 
the original partners, no transfer of office could be deemed to have taken 
place, The amendment which I am moving goes further than that. It 
provides that at least one of the existing partners must not only have been 
a contemporary of the original partners but that he must have been one 
{)f the original partners. 

Now, with regard to the appointment of the managing agent before the 
COlIllJlPnCement of this Act, I am aware that on the basis of the derision 
to w 11 ich I have just referred, i,t might be held that many existing manag-
ing f.?ency firms have lost their original identity, that is to say, nOlle of 
the (lcig-inal partners are now partners of the firms, and that to proyide 
that " original partner ", for {he purposes of this section, shall mean, 
in the case of managing agents appointed before the commencement of 
tJl!' Companies (Amendment) Act, a partner who was a partner at the 
tim!' of the Act, would add something which is not already there in law, 
and would perpetuate a firm which had already lost its original identity_ 
Now, I think I can answer that point. If the remedy exists at present 
in hm, that is ,to say if the company feel that the managing agency firm 
bas already lost its original identity, they have their remedy, and if they 
~  ILOt exercised that remedy, one may assume that they accept the 
llIan.nging agency firm which exists as consti,tuted at present. Therefore. 
we are dealing with the position from the present date onwards, or rather 
from thr date of the amending Act onwards. If the company has accepted 
the pcrsonnel of that firm as at present constituted. if it has not :'.hal1enged 
its personnel in a Court of law on the ground t.hat t.he firm has lost its 
origin"" identity, it is reasonable to lay down in this Act th3lt oriO'inal 
partJwrs for the purposes of this section in the case of managing agents 
appoirtt(!d before the commencement of the Act shall be detennillcd on 
the dn\-e of the Amending Act and that thereafter the test will be whether 
or not there remains in the firm one of the original partners who waF.. ~ 
Itlemher of the fi!m on the date of the Amending Act. I don't want to 
say very much on the subject. I think the principle is quite clear. It 
sliollld not be, neCeSSal"y repeatedly for a managing agent to have to !?O 
~  the shareholders. on t.he assumption of a new partner, and I hope, 
fiu:, thEt the House wIll find themselves able to accept this amenument. 
81r, I move. 

, ~  Deputy President ~  Akhil Chandra Datta): Amendment 4 
u\Uyrd ' ' 

., ~ t in ~  42 of the Bill, to sub-section (b) of the ~ section87B 
W1e followmg prOVISO be added: " ",' 

• Provided that in the r.ase of a Managing Agent 'sfitma change iD. ,the partneri, 
thereOf. shan not 'be deemed to oper&te, &l! ' 11.' trlUisfer of the" o1lictj 'ill 

'bnM:anagmg. ~t  so long 8S une of tile original plD'tllerIJ 8hllll. Ilcmt1n'dt 
-' " cd 
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. ,', .f) 
to be' a ,pa.t;tIulr of the ~ .Agent:f!; firm. ' • FQr ~  P1UJl.06e of . ~h  

h~ ~ t ~ shall, mean., l.n,the case of Mapagmg ~ t  
aP.I?ointed before the ~ t of the Ip.dian'· Companies (Atneutl· 
ment) .. Act, 1936, partners who were partners at the date of theeommiln&!l· 
~ t of the saId Act,antl in the ~  of. Managing Agents' appointed 

after. the ~ t of ,the lIaid Act,. partners who were partner/l /lot 
the date of the appointment '." 

. ~  Bhulabhai J. Desai: . Sir, I rise to oppose this t ~  I 
thmk It must be obyious to those who put forward this amendment that 
they are really seeking to extend the privileges fal'beyond those that are 
allowed to them, and I must say that my Honourable friend, Mr. 
Robertson, candidly admitt.ed that. Rememberi'lg t.hat, I may point out 
to him that he is entirely wrong in saying that the de{lision to which .I 
called attention does not carry the matter fclrther, because there the fact 
remains that both Mr. Goculdas and Mr. Dipchand died. Their respective 
sons had been accepted as managing agents under the names of lIIorarji 
Goculdas & Sons, and still those people who came after them have not been 
accepted by the Court as having a title to the managing agency under the 
name of Morarji Goculdas and Company. The decision was very clear. 
This is merely intended to give not merely 20 years where more than 
20 years existed as they say ex;p'ropriation, but this is a {lase of revival, 
where a contract had otherwise ceased to be operative is made to be 
operative as a result of this amendment. The least my friend can do is 
to omit the words" for the purposes of this section original partners shall 
mean .......... " and come to the end " partners who were partners a.t 
the date of the appointment ", otherwise it merely come<; to this, that 
those partnership firms had been carrying on business for the last 50 years, 
but none of the original partners now exist, and therefore the present 
succe..,sors of that firm have no title at all to continue, and 'except of 
course with the conl'lent of the shareholders thev can as a matter of law 
claim the rip-ht of that per!petual succession. i do appeal to my friend 
the Leader of the House not to accept the amendment if it is insisted on 
'in the terms in which it is moved. . 

Mr. T. Chapman-Mortimer: I regret, Sir, I have agaiu to oppose my 
friend the eminent company lawyer, the Honourable the Leader ~h  
('PPClsition. I do submit that what we propose here is not any departure 
frolJl the existing state of affairs. What we want to do is to maliC ~  

~ what the House has decided to do. The House has already decided 
thnt the managing agency contracts that now exist shall be allowed to 
J!O Oll for 20 years. But if Honourable Members wilt .look at 87 B (b) 
~h  will see that it is stated there that the transfer ()f the office bva 
~  agent shall be void unless approved by the company in t ~  

flleeting, in other words irrespective of what is said in 87A (2) about 
the period being up to 20 years. All that will be washed away, beMuse 
80me one will come along and say-' Look here, none of your .vrigiual 
par-tuel'sare in your firm, this is a new firm, you, mu,st come be£oM the 
shareholders '. That seems to oonflict with the intention of the 
Honourable the Law Member and the intentiom; of this House as well 
a" ('xlwe8sed in their verdict a couple of' days ago..AlI that we seok 
to (10 j,n this ~ ~ of ours,--and I think ~h  ~  ~ ~  
cwnce.dpd..aS I ,liriq,er,&tc;>od the Honourable the Leader of the Opposition 
to. ~  we,$tek to, ~  is this, that where a new partner ~ admitted to 
the lIlanaging agency of the firm it should n()t mean that that firm has got 
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lM)·. T. Chapman-Mortimer.] 
;Igain 1(> go to the shareholders in respect of every ~ under its 
management and say "Will you please renew our managlllg agency 
a'!l·eement'. It seems to me that it is not a reasonable request to make, 
~  if some altera'tion of wording is later on found to be necessary, that 
COllie! be considered at the Third Reading, but for the moment, it is 
qUlte impossible for my friends on this side of the House to accept any 
alteration in our amendment. Sir, I support the amendment. 

The Honoura.ble Sir Nripendra Sircar : Sir, I agree with the ob;;;enu-
lions jU9t. made by my friend, Mr. Bhulabhai Desai, in regard to the 
ca';,' lie referred to, but what I beg of him to consider is this. Are the 
manngillg' agents really getting an extension if this amendment is 
aCC(1)ted by this House Y Supposing they are hit by the ~  of 
'-::t.llt oecision? Can they remain, because a transfer is defined in this 
\, ay! I submit not. If they go out, they will go out by reason 01 that 
ruling', because A, Band C, the original partners having died or Ietired, 
th ~ new firm X, Y and Z has no business to be there. Can they say, 
well. here is a clause which savs that it is not a 'transfer because at the 
tillW (If the commencement of 'this Act. these were the people who had 
lw('n uuepted ~ I submit not. I submit that will be no defence. By 
this Bill we are introducing an addi·tional ground for getting rid of 
ltI.Cln;l;ring agents. Weare now defining that it will not operate as 
t ~ ~  or assignment if any of the partners who were i,n existence still 
continue to be olle of the partners of the newly constituted firm. There-
fore. with great respect to him, I suggest that if this amendment IS 

cal riod out and the rule laid down by decision referred to by him is 
go.xI law-I have no reason to doubt iots correctness,-then they Cilllnot 
'saw themselves by saying that at the commencement of the Act ill! the 
partners were new, I submit that the danger does not exist here. I 
sec no reason for ,this House really to object to this amendment. If I 
am wrong my friend will correct me. What I am pointing out to 
MI'. I1esai is that they cannot get out of the ruling in the Gokuldas case 
by redson of this amendment. They will be hit. They will have to go 
out. They have no business ,to be there not being the original tJrm. and 
not hcrause they have transgressed the new provision in this Bill which 
p.efillcs original partners. 

Mr. Bhulabhai J. Desai: 1:" it not a lleCei>5ary implication from tlte 
ll(,fill iliou of the original partners, not the original partners at the date 
of the appointment but the original partners today, that is to say at 
the commencement of this Act. It must involye this, that for the purposes 
of tCf;ting their right to remain managing agents the partnership should 
he ell'Plned to commence for the purposes of the appointment from 
the date of the operation of the Act . 

• ' The Honourable Sir NripendrJ. Sir eRr : I have not 1(1;;[ sight of 
that ,Ilud therefore I was going to suggest to the mover that he should 4 
lll1!k,' it dear that whil.e he ~ ~  ' original t ~  that must be onlt 
for, thr purpo&es of thu; spctlOn, The argument IS not to be adv8.ucei! 
iJJat bf'Ml1Se I have ~  .. . . . . 

~ ~ ~ t  ~~~~ ~ ~~ t~ ~ ~~ ~~  ~~ ~h t ~ ~ ~~ t~~ ~ ~ ~ 
~~ t ~ ~ ~~ ~ ~ t  .. ', ",\ ., .',' 0;' ~ ~ ~~ ~ ~ ~ ~ ~~  ~  



THE INDIAN OOMPAIHES (AMElIoI1)MENT) BILL. 212:1 

The Honoura.ble Sir Nripendl'a. Sirear :  I think the Honourable tile 
J\Iover ought to accept the idea, because it carries out his object. 
Mr. Bhula.bha.i J. Desai: May 1 !;ay this 1 I said" for the purpObt: 

of validating the transfer". Because each time the firm is dissolved, as 
·/loon as a new partner is added, it is really .a new firm. In the eye of the 
hw, it is a 'transfer, but none the less it should not be treated as a 
t ~  . 
. ~  The Honourable Sir Nripendra Sircar :  I have no objection what&o-
'ever, hut will it not serve our purpose if we say " for the purpose of this 
prcv:!';(j". I think that will meet your point. 

1I'Ir. G. E. J. Robertson: I accept that change. 

Mr. Deputy President (nfr. Akhil Chandra Datta) : Thc quer;tion 

., That in clause 42 of the Bill, to sub· section (b) of the proposed section 87B, 
the following proviso be addeti : 

, Provided that in the C3.'!e of a Managing Agent's firm a change in the partners 
thereof shall not be deemed to operate as a transfer of the office of 
Managing Agent, so long as one of the original partners shall continue 
to be a partner of the Managing Agent's firm. For the purpose of this 
proviso ' original partners' shall mean, in the case of "!.fanaging Agents 
appointea before the commen{'.ernent of the Indian Compame3 (Amend-
ment) Act, 1936, partners who were partners at the date of the commenC('-
ment of the said Act, and in the case of Managing. Agents appointed 
after the commencement of the said Act, partners who were. partners at 
the date of the appointment '." 

The motion was adopted. 

Mr. S. Satya.murti : Sir, I beg to move 
,. That in dause 42 of the Bill, in clause (e) of the proposed section 87B, after 

the words' at a general meeting of the company' the words' notwithstanding. anything 
tu the contrary in section 86E ' be inserted." 

Yon will notice that Hection S6E provides. 
" 1'\0 Director shall without the consent of the Company in general meeting hold 

:uny office of profit under the ~  except that of a ma.naging director or manager 
.or a legal or technical ~  or a banker." 

A.'t that time, there was some ambiguity about it. 1.11 order to nL!lke 
It perfectly clear that that power which is sought to be conferred l)y sec-
tio), fl6E will not override the provisions of section S6B, I move this 
HllIrndment. I hope the Law Member will see his way to accept it. Sir, 
I moye. 

Mr. Deputy President ~  AkhJl Chandra Datta) 
mover! : 

Amendment 

" That in claus!' 42 of the Bill, in daus!' (e) of the proi'osed ~t  87B, after 
·the words' :1 t  a gpnf'ral meeting of the company' the words' :lotwithstandin!! anything 
to t he contrary in section 86E ' be inserted." 

, . 
.. 
lfl : 

The Honourable Sir Nripendra Sircar :  I aCCf;pt that amencllllent. 

~ t t ~  Akhil ~ ~ ~ t~ h q:t:;c"tion 

~  :" That J'; ."laus,e42. of the Bm, in cl(Luse.( e) ofthf propOiloo, t ~ 87B, after 
'tMnvords.' lit II geMini meeting of the company; the .words 'notwithstnJIdin.g. anything 
~ t t ~t ~~ ~ ~  he- ~ t  ... ~ .. 

~ ~ ~ ~~ ~~~ ~ ~~ ~ ~  ".:';" ~ ~  ':;w,.;::; 
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Mr.,Bi"Das (Oxi$saDivisicul'j ~ th ~ : Sil',!"IJ 'tist: 
.'- . .".:. to 

move: 
," • 'That iiI. e1a'iilie '42" of the Bill, in 8ub,seetioii (1)' of the ~  Be!:tion S70, for 
'the words' Where 'any campany incorporated after the commeqc,ementof the Indian 
Cnmpanies (Amendment) Act, 1936, appoints a ,managing agent,' the words 
,. Where any, company appoints a managing 'agent after the commencement of tile 
Indiall Companies (Amendment) Act, 1936,' be substituted." 

, Sir, this is a simple amendment and I hope my Honourable friend, !he Law Member, will accept it. Sir, I wa.nt to remove a certain lacuna whteh 
lIas unconsciously crept into the Select Committee's Report. Sir, tl)ere 
are many companies today in India which have no managing agents : 
they are run bi secretaries or by managing directors. Suppose such 
('(Ilnpanies appoint managing agents after this Act, why should they take 
advantage, and should it be that companies that have been ~  
after the Indian Companies (Amendment) Act, 1936, should be subjected 
to 1hr managing agent's remuneration as described in 87C, i.£.., o!i!"l per-
centage on net profi·t and that those companies that existed before 1936 
can have recourse to other systems, viz., commission on profit and pro-
duction as well Y Sir, I gave notice of this amendment becauSe I was 
2,pprchpnsive that there are many existing companies which now enjoy 
Government concessions, such as electric licenses, mining concession., and 
othp1" things, a,nd at times we have found that these managing ~ aN 
rhauging hands. American firms and British firms are trying to parti-
cipate and to buy off these managing agents. Naw I do not like that 
such State concessions should be provided for the benefit of foreign firms ; 
at the same time I do not like that companies, if they appoint or re-
appoint managing agents hereafter, should try and take shelter under thi8 
~ t  and unnecessarily demand remuneration on a different basi.s than 
what is described in 87C (1). I wish to remind my friends froin 
Bom bay how this Assembly got alarmed three or four years ago when it 
was apprehended that certain American firms were getting interested in 
the managing agents of the Tata concern, with reference to the hydro-
electric concessions that the Tata company got. At present the State 
gives certain concessions and benefits to the Indian managing agents, 
but f..ubsequently to this Act, any foreigner by buying off the ~  
ngency of a company may think that they will have to ~ thpir 
remuneration as described in 87 (c), and therefore I have moved this 
.emendmimt and I do hope the Governme.nt will accept it. 

Mr. Deputy President (Mr. Akhil Chandra Datta) : Amendment 
moved: 

" That in clause 42 of the Bill, in Bub·section (1) of the proposed section 870, fOI 
the words ' Where any =pany incorpO;l"ated after ,the commencement of the IndillJl 
Companies (Amendment) Act, 1936, appoints a managingagellt,' the worda 
• Where any company appoints a managing agent after t,he commencement of the 
lnl'tian Uompanies (Amendment) Act, 1936,' be substituted." 

Mr. T. aha.pman-l\Iortimer: Sir, I oppose this amendment. The 
effect of this amendment; if it is ~  will be that all existing com'-
panies will, ~t~  brought within the scope of the new ~ 
posed section 87-C (1J. (Interruption.) Sir, I repeat that the. e:ffeet 
of this ~  bEl t.o bdng' within the sCQpe ,pf this new section alL t ~ 
lna,na,ging ~  ~  ,as ~  ,when C a company. wilt 

~~  ~~ ~ ~ t  it wiU ~~ tt  ,;f!1U"Within, :1he, 'l;COp. 

4 



~  th ~ ,c1ame if" thit! amendment is carried.; I.rmay-jiist;;: read the 
amendment : _ 

'.' Thatm, clause 42 ,of th ~  ,in Jjn,b-section (1) of iheproposedlleetiOI1 870, 
for the words Where any company incorporated after the commencement of the Indilm 

,,?ompanies (Amendment) Act, 1936, appoints a managing agent,' the worda 
Where any company appoints a managing agent after the commencement of the 

indian Companies (Amen<l.ment), Act, 1936,' be substituted." 

Now, Sir, it may seem to many in this House that it is unreasonable 
to take the view that existing companies should be treated differelltly from 
companies that will be incorporated after -this Act has been passed. But 
if Honourable Members will look at 87-C (2) whil'h follows, they will see 
thcl f i.n future as and when exllrting companies ~ t managing agents, 
they must go to the company for a special resolution if they want to secure 
terms other than those provided in 87 -C (1). The effect of this 
amendment, however, will be to go much further than that, because it will 
bring within the scope of this section 87-C (3) all existing companies as 
and when they appoint managing agenots,-·which is not at all what was 
contemplated when this matter came beflJre th~ Select Committee. In 
the Select CommIttee those who were putting forward what I may call 
'the cOllservative case agreed to many of the proposals put forward in 
87 -C (3), the other part of this section, on the assumption that they 
were only to relate to cOllJ.panies that Wf:re incorporated after thc Act 
and to no others. It seems to me that \\ e should stand by the agree-
ment come to in the Select Committee. 

Mr. M. Ananthasayanam Ayyangar (Madras Ceded Districts and 
Chittoor : Non-Muhammadan Rural) : Sir, the objection, which my 
Honourable friend, who has just concluded, seems to have, was origi-
nally based on a misapprehension, but l;;ubsequently he wanted to 
justify the supposition, and, therefore, he thought that he ought to object 
to this very mild amendment. I think this amendment ought to have 
been incorporated in the origillal Bill itself, but by oversight it dropped 
out. We have made several provisions applying to the existing manag'-
ing agent. If this amendment is not accepted, all the foreign com-
panies will not be affected. There has been so much diffi.mlty that the 
existing managing agents have entered into unconscionable ui1.rgains, 
and even my Honourable friend, Sir Cowasji Jehangir, admitted that 
a provision that the managing agents should be entitled to remunera.-
tion on the basis of production and not even on the basis of sale is 
unconscionable; but, as it stands, there is absolutely no law which can 
treat it as unconscionable, and, therefore, in so far aOlany amendment 
which will remove such a provision and make it unconscionable and void, 
}te will, I hope, be only too willing if to that extent thl' amendment 
is effective. By this amendment, all that is sought to be made 'is 
fu see that the provision regarding remuneration contained in 87-0 (1) 
applies not only to future but to the existing companies also, when here. 
after, whether in respect of existing companies or cOlIljpanies which will 
eome into existence, in future, if remuneration is to be iixed, it should 
be iixed ata fixed percentage of the profits. Under those circumstances 
it will be idle to contend that this in any way m'akes a departure. I 
would, therefore, submit that this is mOflt reactionary. We have alrea.dy 
ogrced to extend the. lease of ,life of existing-managing ~  tp 
twenty· years and T' t.hought. tllesepersonswho were "all:x:ious t~~t  the 
~ t  .managing' sgE'Jl'6ietl· ooghf Jntllt to) l!Ie ~t t  'atiytl'ling'below 
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[Mr. M. Ananthasaya.nam Ayyangar,] 
twenty years would haye accepted th ~ amendment. This iH only 
justice andfairnes:, to the shareholders' of many ~  Sir, I 
'bu!'port the amendmellt ·wholeheartedly. 

Sir Cowasji Jehangir (Bombay City: Non-Muhammadan Urball) 
Mr. Deputy ~ t  my lIulJourablr trienu Who oppo:;ed this allLenu-
fficn1. just now spoke of bOllle ullrierstanuing in the Select Committee. 
1 Iegret I was not present ill the Select Committee when this clause 
was ~  discu",sioll but I under"tood that the lives of all presellt 
managing agents were to be extended ty 20 years. .I.\fter these ~  years 
if any managing 'agents had t>o be appointed. by companies incorporated 
before this amending Act comes iuto foree, they would be appointed 011 
the ba::,is of a remuneratloll Oil profits alld not on productioE. Tll(l.t 
wa", what I under.,tood the :::;clect tt ~ desired to do. If thib 
amendment i;, not aceevtc(l, tllt: rt!sult will be tLat all companies incor-
pora teu beforE this Act r;OlJles Into force will have the privilege of 
appointing mallaging agents lor all times to be remunerateu 011 produc-
tion. That will drive a coach and fuur tItre'ugh this very section which 
intends to prohibi1 future mallag-ing <lgUltS being remunerated on the 
l'rinciple of production. 'l'Lere are thou-;allds of compames that havo 
bt811 ill("orporaietl bC£o:'e the year of Ora(',e 1 ~  Are we to allow them 
.to [.;0 OJ! appointmg' in filture, t Lat is, 20 years hence, managing agents 
01, a remulleration on i,rodnctioll? 1 t.hought it was the intelltion of 
thi;, Honourable House that that ;,ystem should be put un end to as soon 
as ~  _. 

IAt this stage, Mr. President (TLe Honourable -Sir AbdUl' RahIm) 
~  the Chair.] 
We have given them 20 years more. Surely we are not ,going to give 

the existing companies a ,perpetual life. I, therefore, think that there is 
.1 good deal in the amendment and it carries out the intentions of the 
Select Committee. I do not see how my Honourable friends- here object 
to it. If managing agents toduy are being remunerated on production, 
they will go on being remunerated on production fOl' ::!O years. Do they 
nll'an to contend that, if after :20 years they come before their h ~ 
holders, they shall have the privilege of being remunerated again for 
~ th  20 years on production? Sir, I do not think that was the in-
tention of the Select Committee. I truRt that the House will support 
this amendment because I feel that it carries out the intentions of the 
Select Committee, 

Sir H. P. Mody (Bombay :M:illowners' Association: Indian Com-
Il1(;Tce) : Sir, 1 am afraid I cannot agree with my Honouta ble friend, 
SIr CowasjiJ phangir. The intention of the Select Committee was 
plain enollgh and it was that the ~  managing agencies should not 
be touched. When the existing managing agents at the end of 20 ~  
or any other period that may be, approach their shareholders, and if th~ 
latter "0 decide, the:v 'can continue the managing' agentB'remuneratioh 
Oil thi'f!ame basis as before. That intention' is clear1y broup:ht ont by 
the fermsof 8'7-(" (iT and (2) and I do notsee',tht'i'e th ~  
""Tn(i'N>,waS}lO 'doubt ,,'haiso(>yer' in thrl minds or- t ~  ~  Co'miriitte'e 
Dnd I ·heing ii' iu-ember 'of itknmv I'omethin'" il'btmi'it "., . ~  ; , .' " ,.:' 

~  ~ ~  t ~t ~ ~ ~  ~~ ~~ ~ ~ ~~ ~ ~ 
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'. Sir H. P. ~  : It is not an error. If it was an error, 'surely ,my 
4onourable ~ ~ h  have, noticed it when they were cOllsidel'ing 
the draft report which was placed before the Select. Committee. (Inter-
ruptions.) There are IloamlJiguities ; the whole tIling is crystal clear. 
J submiJt that there is nothing wTong in an existing managing agP,l1t 
being able togo before the shareholders at a generlll meeting and getting 
that general meeting to endorse the basis of reul.tineration which he is 
enjoying toqay. Sub-s.ection (2) of 87-C, I am afraid, does not bear the 
inteq)):'etation which my friend 1\11'. Chaplllan-Mortimer has Pl,lt on it, 
what does 87-C (2) say : 

" Any stipulation for remuneration additional to or ',n any other form than the 
remuneration speC}itied in sub-section (1) shall not be biuding on the company unleee 
s,anctioned. by a spoeial resolution of the company." , 

. . . 
This can only relate to 87-C (1) whic!! clearly lays down that the 

company must be a company which is incorporated after the conullenctJ-
ment of this amending Act. Sir, I oppose the amelldmeu( , 

Mr: Bh1i1abhai J. Desai: Sir, the Bill would have very little value 
if the present amendment 'is not accepted. The true criterion is not 
whether the company is old or' new but' the true criterion is when the 
next apP?iIltment of the managing agent comes up for cunsiderati<:m 
because it is for the, future appointment of managing agents that It 
uniform system or method or basis is laid down in sub-section (1 ). As 
regards the basis, there can be no distinction between' the 
cOll1pames . incorporated today and the companies' to be m-
corporated hereafter. I am not, therefore,putting it on the ground of: 
.&lis apprehension. I am putting it on' the ground that' if this Bill is 
going to have any value, this provision must be there, otherwise so fa1' 
as .the vice is concerned, the existing companies today which are all 'too 
numerous with many managing agents for whom my Honourable fri('nd, 
Sir llomi, Mody, has ,spoken will continue to be at large for all tillle. 
'}'11at certainly could not have been the intention of the Act: -

Mr. M. 8. Aney (Berar Representutive) : Sir, whatever may ha,'p, 
been the Ej.g:reement in the Select Committee, in .this House ~ h4Ye to 
sec what is equitable and what is just. So, those of us who were lIot 
members of the Select Committee are free to look at this questiun fl'om 
the point of view of equity and justice. I really do riot think how the 
amendment which my Honourable friend, Mr. B. Das, has jllst moyed 
is. going to affect any vested interests at aU. If the period of 20' yNH';;; 
,expires which has been fixed for them and the question of the appoint-
ment of managing agents comes up for consideration, why, should It he 
that the provisions laid down in 87-C not be made (ipplicllble t9 t~  

Sir B. P.Mody : Why should they 1 

~ M. S. AnIry : I am trying to convinee my friend if he is optm to 
.c(om-iction. If he says there is good reason for changing the basi;, of 
profits from production to that of net profits, theon it is :good not ,only for 
new companies that may come into existence hereafter but ~ for old 
~  ' H,\ving given a lease ·.of· 20- yeal's for them to' bve 8fi:er 

the commencement of this Act, which is certainly more than what the 
,managing agents ofexistingc&mpanies deservell.ccordingto·', most of 
:' 'Us,here, I think it would be more equitable on their part to be' bound 
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~~ t ~~ t ~ ~ ~ ,of, t~ t ~  th t ~  ~  nlll.s.tha 
gm-erned' and" therefore I think th tt~  0 amendment WhICh IS; moved: by-' " 
my' Honourable friend, Mr. Das, sh()uld' be supported unanimously. 00 

'!'he; Honourable Sir ~ ~ ~  Sir, I ~ to say 0 a few, 
words. In a matter of thIS kind, there IS no good repeatIng the old 0 argU4 0 
ments. The question wiU arise as to why you are not going a little further 
than what you have done under your Bill and the other side will ask why 
do you go so far. So I do not propose to repeat my arguments as to why 
we came to this conclus.ion. It is not based on any agreement but the 
intention is perfectly clear as to what was meant by the Select Committee, 
and I would remind the Honourable Members that this is not the case of a 
first app!,}intment. If it is not the case of a first appointment, and suppos-
ing his term runs out after 10 years and he is going to be re-appointed, 
then under 87-B (e) his appointment must be approved of by a resolution 
at a general meeting. .That is to say, on this occasion he cannot simply ask' 
the directors to ~ t him ; he 'has got to come before the shareholders. 
We thought that as that provision has been put in, he must come before 
the shareholders. There is no reason as to why they should be deprived 
of their right to Cop1,e up before the shareholders and to get the terma 
which they. want. If ~t had been the case like the first appointment that 
he need nO,t come befo)'e the shareholders, then my Honourable friend 
Mr. Aney's . .argument would be very forcible. They have got to come 
berorethe .shareholdep;. My Honourable friend, Sir H. P. Mody, seems 
to be thinking of the managing agents alone, but it is not a question of 
t.he existiitg managing agents being exempted. The point from which I 
look at the matter is. this. I look at the companies, not the managing 
agents of the existing.colllJl&Ilies. These companies under their articles 
have certain rights, and we do not propose, beyond the extent to which 
we have gone, to deprive them of their rights under these artieles. But 
the abuse whieh is ,possible by ~  <'If some of these articles giving 
extraordinary powers is a question which, in this particular. case, . does 
not arise. I do not desire to repeat my arguments. r have shown that 
in the case of these appointments, they must come before the general body 
of shareholders. 0 

Mr. M. Anantha.s&ya.na.m Ayya.ng&l" :On a point of information Sir. 
Does not that apply. ~ ; .. . ' 

The Honourable Sir Nripendra Sirca.r: I would ask my Honourable 
friend to apply to the Bureau of Information in the Home 0 Department 
I do not propose to give any_ ' 

Mr. M. An.a.nthasayana.m Ayyangar: You belong to the l,Jaw Depart-
ment. What is the good of going to the Home Department , 

Pandit Govind Ball&bhPa.nt :Si'r, I do not exactly followtheposi-
tion of the Honourable the Law Member. l;want to know whether he 
:Iccepts the amendment or'not. 

The Honourable·Sir NripendraSirc&r: I oppose the amendment. 
f 

o Pudit Govind BaIlabh Pant :  I 8.IIlreally ~  and ~ h t 
astonished. I should like to invite the attention of the House to amend-
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ment No. 73 on the agenda appearing in the name of my Honourable friend, 
Mr. Susil Chandra Sen, which runs thus: ' 

," That in ~  42 of the 'Bill, in sub·section (1) of the proposed section 870, 
lIiter the words '.appoints a lllanagiligagent' the wordil 'or where any company 
incorporated under this Aei appoints or l"eappointsa managing· agent after the com· 
n,e1l(',ement of the Indian Companies (Amendment) Act, 1936 ' be inserted." 

The meaning is clear. Under this allltmdnient, this Clatise woUld cover 
all existing companies, with the result, that whenever an appointment is 
made of a managing agent after the commencement of the Indian Companies 
(Amendment) Act, 1936, it should be made only in accordance with the 
provisions of this Amending Act. I should think that :Mr. Sen gave notice 
of this amendment with the consent. of the Honourable the Law Member. 

Sir B. P. Mody : He may be acting ultra vires •.....• 
Pandit Govind Ballabh Pant: I am only suggesting that either the 

Honourable the Law Member himself and his Government were of the 
opinion that a change of this sort should be made or in case he had not been 
consulted evidently his expert Adviser was of the opinion that this amend-
ment was so very important and urgent that he considered it necessary to 
give notice of it even without consulting the Honourable the Law Member. 
One of the two alternatives must be true, either he had his permission or 
he thought the matter was very urgent and amendmP.Ilt absolutely 
necessary. Now, let us see what the amendment actually means. The 
tenure of a managing agent who is holding Qffice today may come to an 
end in many ways. He may be turned Qut and removed because of his 
non-eompliance with some of the provisions of this particular Amending 
Act. But though he is turned out or removed because of his non-compliance 
with Qr contravention of some Qf the provisions of this ,particlar Act, yet 
when the question comes of his appointment or of the remuneration that 
he should get, then the provisions of this very Act are not to be applied 
to his case. That seems to me to be very illogical. If you will please 
look at section 87-A, it simply says: 

" Notwithstanding anything to the contrary contained in the Artieles of a eom· 
pany or in any agreement with the company, a managing agent of a company ..... . 
shall not continue to hold office after the expiry of 20 years.'.' 

It may automatically in the ordinary course come to an end even after 
five years. What is to be done thereafter? Is he to be free io charge his 
remuneration on the basis of sale and purchase or is he to be controlled by 
this clause Y Whatever may be the difference of opinion in this House, 
there was unanimity at least on the point, that the system of app('intment 
on the basis of products or of purchase or sales was and is highly improper. 
In fact my Honourable friend, Mr. Hussenbhai Abdullabhai Laljee, had 
given n('tice of an amendment to the effect that even in the case of the 
{'xisting managing agents, the contracts which enBble them to get remunera-
tion on this basis should be annulled and this provision should be made 
retrospective. But, I am really surprised that the Honourable the Law 
Member should now go back even on the amendment of which notice has 
been given by Mr. Susil Chandra Sen. Without taking up the time of 
the House, I should say that it has been held by all the Tariff Boards that 
this system of appointment is vicious and that it should be abandoned as 
,soon as possible. I see no rea'lon why th~ amendment of which notice 
has been given by Mr. Susil Chandra Sen should not be adopted by the 
House. I hope the House will adopt it. ' . 
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·JrIr .•. .A .. -liDnah: Sir, it seems to me that this is rather a serioUS, 
matter, as far as I understand it. '  I understand that clause' ~  wlrich seelnt 
t\>,put in. section 87-A and other sections in the Act lays d6Wll: a uniform 
principle that agreement for' remuneration ,sftould be based on' the ~  

centage of prO'fit. Sub-section' (2) of section 87-C also says '; 

•• Any stipulation for remuneration additional to or in any other form than the 
rl'muneration specified in' Bub'seetiop (1) shall not be binding on the company unless 
lanc\ioned by a special resolution of the company." ' 

, Therefore, having regard to this provision in sub-section (2)1, tpe 
managing agent can enter into an agreement for remuneration on any other 
scale or any ~  form provided only if it is accepted by a special resolu· 
tion of the company. It seems to me that sub-clause (2) .nullifies· the 
principle ~ t  in sub-elause (J)because under sub-c1ause (2) the 
agent can get any stipUlation provided of coUrse a special resolution of the 
eompany aecepts it. But before we come to sub-clause (2), dealing with 
sub-clause (1), I should really like to understand why the Law Member 
wants to' oppose this ameudment; If this amendment isopposed,-I hope 
he will correct me if I am wrong,-the net result of it will be that all the-
existing' companies which are already ineorporated and' whom you have. 
already given a charter for 20 years will not be governed by this provision 
at aU. It· seems to me to be really destroying the whole Bill if you a,.liow 
this state of things to continue,namely, that all the existing companIes 
w.hich a1'e 'already' incorporated will not. be governed by this clause. ' 

Sir, B'. P. Mody: They will have to have a resolution of the share. 
401ders jUter2Q years. ' 

Mr. M.A. Jinnah : But I may remind Sir Homi Mody that what we 
want to put an end to is t'his that even'by resolution we do not want to allow 
this swindle to e'Ontinne. 'We have given you a license for 20 years aud you 
want again a:ll sorts of forms of agreements which are nothing but swindles. 

The lIDaou.ra.bleSir Nripendra Sirca.r : Under the Bill ~~  cannoi 
prevent' that i! the shareholders give it to them. 

Mr .•. A.. JinDah : I say that if clause (1) stands with the amend-
fuent then the criterion will be remuneration on the basil! of percentage of 
j,rofit;"and no other basis. ' ' 

The· Bcmourable Sir Nripendra Sirca.r : Except with the sanction of 
the shareholders. 

Mr .•. A.. Jinnah : That is claWle (2) I and I am objecting to clause 
(2)., I ani quite consi.o;;tent in my position. I say I am against clause (2) 
Imd I want that the companies Which are incorporated alr.eady should not 
tc exempted from the operation.of clause (1). And when we come to that 
clause (2) w.e shall see. ' But if Government wish to support thispl'inciple 
j submit that really this goes to the ·very root of it and the very basic ~ 
ple of this Bill, and I really: think ... : . .  ' , ,  ' 

.r.N.M.Joshi t~ ~  :' Then drop the ,Bill; 

. Sir ~  :P. ,wtody : ~ t'fo' 4?t mind.: , 

" :Mr .•• ,-.... ~ h :. Iknow you-do not mind swindling ~  
further (laughter). but I hope Government will not be a·party tG this, and 
I hope that the Law Member, who has had 80 much dinned into his head by 
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these agents hovering round him, will not be misled and will not destroy the 
Lasicprinciples of this Bill. I appeal to Government not to take up this 
position but to accept the amendment. 

MESSAGE FROM HIS EXCELLENCY THE GOVERNOR GENERAL. 
Mr. President (The Honourable Sir Abdur Rahim) : Order, c,rdcl'. 

I have received a message from His Excellency the Viceroy and 
Go· ... eruor General as follows: 

14 In exercise of the power vested in me by sub-rule (2) of "'te 22 of 
the Indian Legislative Rules, I, Victor Alexander John, Marq'lless of 
Linlithgow, hereby disallow the motion of Mr. Mohammad Ahmad Kazmi 
to move the adjournment of the House lOT the purpose of consid61'ing r1&8 
• failure of the Government of India to review their currency policy ana 
keeping an appreciated value of the rupee in spite of the world-wtde depre-
ciation. of the currencies, chiefly brought about by tke decisions of 'ihe 
Eurolll'an States ' on the ground that the motion cannot be moved without 
dett'iment to the public interest. 

SIMLA, (Sd.) LINLITHGOW, 
The 30th September, 1936. Viceroy and Governor General." 

Mr. S. Satyamurti (Madras City: Non-Muhamtnadan Urban): 
Sir, it,; President who controls the rights of this House, may I ask you 
8 question whether the Governor General takes any note of the other 
side (,f the ease T One side goes and tr lIs him that it cannot be moved 
without detriment to public interest. He has got the statutory right to 
disnllow it, and he has to exercise that right in his discretion. }lay we 
request you to address the Governor General and tell him that he must 
hctJr the other side also, and not listen to one side only and pass ex parte 
orders ~ 

Mr. President (The Honourable Sir Abdur Rahim) : It is 1I0t my 
busine!;s to do anything of the sort at all. 

THE INDIAN COMPANIES (AMENDMENT) BILL-contd. 
Dr. Ziauddin Abmad : Sir, the motion which is now before us appesrs 

t.: me to be a simple one. We have agreed, in spite of our wishes 
to the contrary, that the life of the managing agent should continue 
for 20 years and we have also agreed that we are not going to touch their 
contracts. But whenever any new managing agents are to be appointed, 
our appeal is that they shonld be governed by the new Act and not by 
the old Act. 

Mr. PresideItt (The Honourable Sir Abdur Rahim) : The question is : 
•• That in· i!!Iause 42 of the Bill, in sub-section (1) of the proposed !fllction 87C, for' 

the words • Where any company incorporated after the commencement of the Indian 
Companies (Amendment) Act, 1936, appoints a. managing agent,' the words 
• Where any company appoints a. ~ agent after the eommencement of. the 
Indian Companies (Amendment). Act, 1936,' be substituted.'" 

Tl'.e motion was adopted. 
L346LAD E 
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Pandit, GOvind Ballabh Pant : Sir, ~  
•• That in clause 42 of the Bill, in sub-section· (1) of the proposed sootion 87C. 

the words • with provision for a minimum payment in the case of absence or inadequacy 
of profits' be omitted." 

'l'his amendment, if accepted, will mean that a managing agent can 
be apl'ointed by means of a prospectus only when the remuneration is 
pl\yable to him on a percentage basis: and if he wants anything mOTe' 
t.han wllat he can get on the profits on this ballis, he must obtain the 
r.ODsent of the company. That is the effect of the amendment that I 
am making. Sir, I think it is accepted by all that so far as possible 
the munaging agmt shouidreceive his remuneration out of pt·oi1ts. 
and he should be able to so conduct his business that he may earn some 
profit for himself as well as for the shareholders. 

As Honourable Members are aware, according to the original s.:hem8 
of this Bill, all contracts relating to the appointment of managing agents 
were to be placed before the company for approval and acceptance, but 
the Select Committee has made a change in it ; and further according 
to thc original scheme of the Bill the payment could not in any cllse 
b(' mam otherwise than on the percentage basis, &.long with 11 minimum. 
But now, by introducing sub-clause (2) or 87C, it has been made possible-
fOr a company to grant remuneration even on the basis of sales, 
purchase and the like. I want the House to consider the whole of 
this case. Under the original Bill all agreements were to be placed 
Defore the compahy for acceptance. Now, it is not necessary to refer 
116 the company at all where an appointment has been made by means. 
&f the articles of a.!iSociation or the prospectus: thus an entry in these 

. documents by itself will in most cases be final on this subject : and 
whether the company agrees or not the appointment and remunera-
tiOll entered in the· prospectus and the articles of association will be 
amdin!! on the company. I ask the House to remember whether we 
gain-anything by having a clause of this nature. There is no standard 

~ h  here; there is no limit prescribed here, as to what this 
mir:.imum payment should be. There is no criterion for determining 
as to how this minimum amount should be fixed. When you have a 
provision like this it is assumed that the shareholders cannot ordinarily 
Pl'otflct themselves fully and effectively : otherwise, there would be no 
occasion for any safeguard of this type. When you want a safeguard, 
the safeguard should carry some meaning and some purpose. It is no 
use providing a safeguard which is nothing if not futile. Let us see 
what can be done under this clause. Suppose, . you start a company 
tomorrow with a Iakh of rupees capital ; and the· appointment i3 made 
by the prospectus. I may say that inmost cases-1Io far the managing 
agents had been usually appointed initially by JDeans of the prospectu", 
and the t ~  .of association and that ~ iii. fifet th ~  
of all tIm: mISchIef and trouble. It remams mtact even after tlilil Act. 
Provided an entry has been made in the prospectus anq., articles of 
nssocilltion you cannot in any way attack it. It is binding' on all. 

Now, let us look at this clause. It ~ that not only will payment 
be made .at a fixed pereentage of the net annual profits, but provil'lil'D. 
must also be made for a minimum payment in thp case of absence or 

~  of profits, together with an offict' allowance. I may give 
an Illustration : suppose a company is formed with a capital of a Inkh 
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of rupees and the managing agent enters ~ the ~~  that ho 
will get remuneration at the rate of 15 per" t~ 011" ·the . profits, ini 
adrlition, in case this 15 per cent. is not realised, he will get aminiruum 
amount of Rs. 25,000 per year : thus he would receive thisRs. 25,000 
in every ease Qut if the 15 per cent. of profits yielded more than 
Rs. 25,000, he will get at the rate of 15 per cent. on the profits--thcre 
is nothing to prevent him entering even Rs. 50,000 in place of Rs. 25,000. 
It may be said "You knew it when you purchased the share.<>". But 
if that is the argument, then have no clause at all. Give absolute 
freedom and leave the managing agent f"ee to enter anything in the 
prospcctus and as the shareholders go in for the shares with their eyes 
open let them suffer for their mistake". But that assumption would 
knock the bottom of this Bill. It is accepted that the shareholder 
is not qualified to protect himself aI:d that is why it is laid down hero 
that there should be payment in this manner only. Again, if Honour-
able Members will be pleased to read this clause, they will find that it 
makes it compulsory for a company not only to grant remuneratiou 
611 a percentage basis, but also to make a minimum payment. It should 
be compulsory, whether the managing agent wants it or not. Under the 
clause it is incumbent on him to provide that in case there is an inade-
quacy of profits or absence of profits, there must be a provision for a 
minimum payment. You will further find that there must be a provision 
for an office allowance. So, instead of improving things, to a certain; 
extent you are further complicating them and making them worse. 
There are companies today where the remuneration is paid and payable 
{mly on a pereentage basis on the total amount ()f net profit realised ; 
and there is no provision by way of any minimum payment in the 

~ of absence or inadequacy of profits. But such companies are very 
few. Ordinarily where payment is made on a percentage batfis, there 
is a minimum amount prescribed; but still I know there are companies 
which do not make any provision for minimum payment. I know there 
are ruany more companies which either make provision for this minimum 
payment or for office allowance but not for both. Under this cl.all.'ie it 
is incurn Lent upon all these companies and all these managing ageuts to 
have remuneration firstly on a fixed pe,rcentage basis o.n the net anuual 
profits, secondly, a provision for a minimum payment in the case of 
abscne.e {)r inadequacy of profits and thirdly, an office allowance. All 
these three must be prescribed whether you will it or not. What I am 
suggesting is this : that while in every case the managing agentr-;hould 
be entitled to remuneration on the basis of profits earned, he should 
not gpt anything by way of a fixed sum excf"pt with the consent of the 
company. Tha,t will be the only effect of my amendment .... 

" Sir H. P. Mody.: Special resolution. 

Pandit a4vind B8.Ua.bh Pa.nt : Special resolution or general resolution 
or ordinary ~ t th t will be considered by the House later: 
but there Js already a provision that it. Clan be added to and remunl'ra-
tion in other forms sanctioned by means of a special resolution. Even 
It special resolution was considered to be worthless enough when we were 
Mnsid('ringo the fluestion of liquidation some time back on the ground 
thRt the shareholders can be hoodwinked even to pass a special resolu-
tion :so in this ca.se one should not be afraid of a • special resolution '. 
But my difficulty h ~ mainly arisen out of these two thing!! : firstly, in 
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_ [Pandit Govind Ballabh Pant.] . 
the case of appointments made by means of prospectus, the shareholders 
and the company will heve no say at all ; and secondly, this clause makes 
it compulsory and obligatory on the managing agents and the company 
to have three forms of payment simultaneously at one and the :;aIue 
time. Sir, I move. 

Mr. President (The Honourable Sir Abdur Rahim) ; Amendment 
moved; 

" That in clause 42 of the Bill, in sub-section (1) of the proposed section 870, 
the words ' with provision for a minimum payment in the case of absence or inadequacy 
of profits' be omitted." 

The Honourable Sir Nripendra. Sirca.r: I oppose this ~ t  
I thilJk it is a most unreasonable one. My Honourable friend in his 
rather long discourse on protection and so on really wanted to make 
the P(,jut that the managing agents should go and that is at :;he back 
of his mind. 

PQndit Go'vind Ballabh Pant: No. That is not at the back of my 
mind. 

The Honourable Sir Nripendra Sirear: But he is forced b) cir-
eUD.lRtances to allow this nuisance to continue, and that being so, my 
Honourable friend is finding out whether there are not indirect means 
of attaining that result. 

Pandit Go'vind Ballabh Pant : That is wrong. 
The Honoumble Sir Nripendra Sirear : One can always make out 1\ 

~  by taking an extreme and absurd example. 
Mr. S. Sa.tyamurti : As you often do ! 

The Honourable Sir Nripendra Sircar : But less than you. 
An Honourable Member : It is only a question of degree in that_ 

Mr. M. A. Jinnab : There is no much difference. 
The Honourable Sir Nripendra Sirear : It is a matter of OpInIOn. 

Where there is a will there is a way, and there is nothing to prevent 
your saying that the minimum payment will be eight annas per year. 
But if you take an absurd example, namely, where the capital is one 
lakh of rupees and the prospectus says that the minimum remuneration 
will be Rs. 90,000 and if sti!l the shareholders will buy shares, that is 
It kind of case which I cannot imagine. My Honourable ftiend thinks 
that a special resolution is a very small matter. 

Pandit Govind Ballabh Pant : I do not think so. I said that it 
was considered by you to be so. When you talked of winding up· you 
indicated that a special resolution did not matter much. , . • 

The Honourable Sir Nripendra Sirear : Special resolution has a 
definite meaning as defined here, and surely it is not in the selJieme that 
in matters of this kind there should be a special resolution .. What is 
t.he objection to having a provision for minimum payment made T It 
is not the idea that the managing agent should have no minimum pay-
xnent. Is he to go on for five or tenYefl.rs until there is profit, and is 
1;Ie to bear all the expenses? Why should: he be compelled to come to 
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the shareholders with a special resolution -, Sir, it is like the system of 
Chmese doctors. You won't get anything until you can cure ; no cure 
rio pay.' But that won't be applicable to business. . ..... 

Dr .. G; V. Deshmukh (Bombay City- : Non-Muhammadan Urban) : 
They do not pay when they are ill. They pay when they are well 
(Laughter.) 

Mr. Husenbhai Abdullabhai Laljee (Bombay Central Division : 
Muhammadan Rural) : They hang the doctor when the patient dies. 
(Laughter.) 

The Honourable Sir Nripendra. Sirear : I submit, Sir, that there is 
nothing inequitR.ble or unreasonable in making the provision which we 
have done, namely, a provision for 1\ minimum payment in case of absence 
or inadequacy of profits. Sir, I oppose the amendment. 

Mr. Husenbhai Abdulla.bhai Laljee : I rise to oppose the amendment 
which has been moved by my Hononral:lle friend, Pandit Govind Ballabh 
Pant. I have always listened very carefully to wllat my Honourable 
friend bas to say, and I must say that many a time, even on th~  Com-
panies Bill, many of his suggestions are really very good, but in the 
case of this amendment I do feel that perhaps he has heen carried away 
by the feeling that the managing agent should be done away with any-
how. His own view has been, and I quite agree with him, that there should 
be a managing airector if we could afford to h ~  one and if we could 
find the money for the managing director. But I /fIk my Honourable 
friend, in all fairness, whether he could have a managing director with-
out any pay. He wants the managing agents to serve without any pay; 
in fact, he said that three kinds of payment are going to be made to 
them. One is commission on profits. Well, Sir, commission on profits 
means actual working and showing good results. 'l'hen he says, office 
allowance. A company cannot go on withont an office allowance. 
Should the managing agent maintain the office Y It is a bare necessity 
and ought to be there. What is the third' A minimum amount may 
be given to him. Even a patawala. cannot work witlioat -any remunera-
tion. Surely, a partner of a managing agency firm has got to meet his 
family expenses. . . . 

Sir H. P.ltIody : Managing agents have no business to have a 
family! (Laughter.) 

Mr.- Husenbhai Abdulla.bbai Laljee: I am vcry sorry that a· great 
deal has been said in this House against the managing agent. As I said 
the ot.her day, most of our companies, in fact, each and every- important 
industrial company that has been establisht>d has been established by 
the managing agency system. It has also been -said often and often 
again that the! managing ag-ency system has to remain so long as t~ 
banking system that prevails in our country will exist. It is also a 
fact that most of the shareholders have come in and become shareholders, 
h ~ ~ t ~  found solYf'nt managing agwts. Therefore, to ~ ~  the 
managmg agents in season Ilnd out of season and for everythmg IS not 
at all fair. Take the instance of Bombay. You have got only 80 spin-
ning and weaving mills in Bombay and the managing agents will be 
ll'bout 80 pel'8Oll8.-. Ev-erybodysays that Bombay is rich and Calcutta. 
is Heh. Whv'f Beca.use'of the industries. . Is it because- 60 firms, only 
are making inoney Rnd nobody else T 'There are 15 lakhs of· people in 
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rMr. Husenbhai AbduUabhai I.Jaljee.] , '., ", .  , 
C6lcutta and another 15 lakhs in Bombay, and it has been said that the 
Calcutta peopla are rich and that the ,Bombay, people are. rich. It i4 
heCRl18e the industries prosper, and as a result 0'£ it, not only the manag-
~ agents, but the doctors, the lawyers, the shareholders and every. 
body else, and last but not least the labour-all prosper. 

Dr. G. V. Deshmukh : Joint families also ! 

Mr. Husenbhai Abdullabhai LaJjee : Certainly. What will be in 
future in· this. The present routine has been that when the managing 
agents float a company they do not take any lump sum fo1' themselves 
for placing before the public their schemes. Ordinarily, what will 
happen' The big technical experts or some big persons, say managing 
agents would come forward and say that they want to float a company 
for such and such an objeet,-a' company for 15 lakhs, but for 
their services to float the company and to bring forward their scheme 
they would take 3 or 4 lakhs outright, and then they will say they are 
.satisfied with 20 or 30 thousand a year and that will be taken to be 
quite aU right. But if a managing agent-and that has been the fact 
~  far as Bombay is concerned because none of the textile managing 
agents have taken any profit for floating a textile mill. They 
have certainly provided a very fine process of getting sufficient profits, 
but that is divided into 20 or 30 years, and if the company did go for 
20 or 30 years, t.hey may get at the end of it about the same. But at 
the beginning they get nothing. Sir, I oppose the amendment. 

Mr. President (The Honourable Sir Abdur Rahim) : The question 
is : 

" That in clause 42 of the Bill, in Bub-section (1) of the proposed section 870, 
the words ' with provision for a minimnm payment in the case of absence or inadequacy 
of profits' be omitted." 

The motion was negatived. 

Mr. S. Batyamurti : Sir, I move: 

" That in clause 42 of the Bill, in sub-section (1) of the proposed section 870, 
the words ' or inadequacy of' be omitted." 

I will not repeat the arguments of my Honourable friend, the Deputy 
Leader of the Cong'ress Party, but I am sure the Honourable the Law 
Member will see that the word " inadequacy" is incapable ofdefini-
tion. If these worns remain here, how are they to be interpreted' 
What is to be the test? It seems to we that it will give rise to grave 
disputes and possibly inevitable litigation. I can undet'stand the House 
having rejected amendment No. 77, the word" absence" must remain 
there. There is a case for some payment if therc aref no profits, but 
it seems to me to keep the word " inadequacy ,,' is doing no jervice to 
the companies or the shareholders. " _", .: 

. _Sir B.,· P.Mody,: ~h t  be the effect if the w:o.rdl:i*e c;lropped 
out' 

~  ,,,JIlr_.:8: ktya.JlllU'ti:::., " "" ,' . 

• , The remuneration of the managmg agnt lball be a ~ bUtid -0 ~ ':. ~  /tw. 
~  of the net 8lID.ual profits of the eo .. t ~ ~~ ~ ~  pq-

seat In the case of absenr.s -of profits." " ' ..: . '-
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Mr. II. A. Jinnah : Suppose there ~ a pro¥t 9f ~ m,pee.,. 

Mr. S. Satyamurtj : WhY' should a compallY pay a. mall,aging agent . 
. if he cannot elU'n for the company .more than a profit of one rupee ~ WJe 
all seem to think that managing ag-cnts are paragons of virtue and effi-
ciency and that whatever they touch becomes gold like Midas' touch. 
Then I want them to have faith in theIDBelves. Why this perpetual 
,anxiety to vote for payment even when there is' inadequacy of profit f 
ldoreover, they can always go and get a special resolution, if they 
th~  that their remuneration is not adequate. Why should the com· 
,pany be compelled by Rtatute to make a provision for a minimum pay-
ment even in the ease of inllrlequaey of profit V  I trust the Law 
Member will see the reasonableness of the amendment and accept it. 
Sir, I move. 

Mr. Pr,esident (The Honourah'le Sir Abdnr Rahim) ; ~  

moved; 
" That in clause 42 of the Bill, in sub-section (1) of the proposed section 8'1:.0, 

tile words ' or inadequacy of' be omitted." 

The Honourable Sir Nripendra Sircar : The question has beell 
raised as to what is meant by "inadequacy". The idea is this . 
.supposing the prospectus says that the commission will be 3 per cent. 
on net profits and the minimum amount is Rs. ;),000 a yeal-, then what • 
meant by inadequacy is that up to RoB. 4,999 it is inadequate. My 
friend's point is why should a managing a.gent charge ,allY thing if there 
is no profit. My fI'iend's idea is that the mnment a .company is star-tlfl 
it must make lakhs and lakhs as profits 8Jld if it does not make, the 
managing agent is either incompetent or h ~t  Su-, I oppose ta. 
'amendment. 

Mr. President (The Honourable Sir Abdul' Rahim) : The questiOil 
is: 

" That in elause 42 of the Bill, in sub-aeetion (1) of the proposed eeetion 810, 
tbe WIII'ds • ,or inadequacy of' be emi1llled." 

The motion was negatived. 

Pa.udit Sri !Krishna Dutta 'Paliwal: Sir, I move: 
" That in clause 42 of the Bill, the proviso to sub-aedion (1) of the proposed 

.etion 87C be omitted." 

All the arguments used in favour of mY ~ t No. 55 are also 
applicable to this and as I understand that the Honourable the Law 
Member is prepared to accept this amendment, I shall not make a speech. 
Sir, I move. 

Mr. ~ (The BOIlQul'aWeSir Abdul' Rahim) ; Amendment 
m()ved ; 

" That in .e.1auae ~ ~ BiU, the prov.iBo to s\lb-eeetien {1) of the proposed 
section 87C be rtlplitted." 

The BOllOurable 8'Jr lfrlpencJl.& Sircor·; 1 ~ t this amendment.. 

•. l'resident (The Honourable Sir Abdur Rahim) ; The t ~ 
iii: 

" That in clauee 42 of the Bill, the prem. to sub4eetiOir 
~  87C be omitted." 
-. . : . ~~  , '. , ~ .... ~ i:t ~  -. 

: ~  ... , h~ -motion'. adOpted. 
-".: .. ,",." 
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Paae:Iii .. GoviDd BaJlabh Pant: Sir. I move : 
.. That in clause 42 of the Bill, after sub-section (2) of the proposed iU:lction 870, . aaa following new sub-section and the provisobe' inserted and the subsequent BUb-

lleCtions be re-numbered accordingly : 
'(3) No managing agent shall receive anything additional to the remuneration 

fixed under sub-section (1) or sub-section (2), whether by way of 
commission, allowance or otherwise, for the services rendered by him to 
the company whether in the form of supply, sale or purchase of machinery 
stores, raw materials and manufactured goods or otherwise: 

Provided that nothing herein contained shall prejudice his right to interest or 
dividend for loans, shares, debentures and other investments '." 

I do riot propose to make a speech on this amendment. I should 
like to disabuse tile Honourable Law Member and other 11embers of the 
House of the notion that I do not want the managing agents at all. 
If I didn't, 1 would frankly say so. They may teli me that the condi-
tions which I am proposing make it impossible for them to entertain 
the prospect of having managing agents. But I am more hopeful than 
they are, perhaps less wise. I accept both changes_· The definition of 
a managing agent is a person who is in charge of the management of 
the whole affairs of a company. Now, you have clauses (1) and (2) 
which prescribe the remuneration which a managing agent should 
get. There will be no meaning in having provisions of this type if he 
is allowed to make profits otherwise. I will not refer to the evil of 
aliowin;g the managing agents to do the work of purchase or sale of 
raw materials, machinery and other things. :My suggestion is in accord-
ance with the Indian Contract Act, that wherever a manager or other 
person in charge of a business as an agent earns any profit while 
transacting that business, the benefit should go to his principal. So 
when the managing agents, who will always be in charge of the whole 
of the affairs of the company, have been guaranteed an adequate 
remup.eration. by . law in these various forms, it is really improper to 
leave the agents free to derive further profit by other dubious and indirect 
means. 

lIIIr. President (The Honourable Sir AbdurRahim) : Amendment 
moved: 

" That in clause 42 of the Bill, after sub-section (2) of the proposed section 870, 
the following new sub-section and the proviso be inserted and the subsequent sub-
sections be re-numbered accordinglJ' : 

'(") ~  managing agent shall receive anything additional to the remuneration 
fixed _ m:'-der 8ub-section (1) or SUb-section (S), whether by way of 
commISSIon, allowance or otherwise, for the services rendered by him to 
the company whet.her in the form of supply, sale or purehase of maehinel'1 
stores, raw materials and manufactured goods or otherwiee : 

Provided that nothing herein contained shall prejudice his right to interest or 
dividend for loans, sharee, debentures and, ~ investlllents '." 

Sir H .. P. Mody ~ t h ~ to my ~ t N;. 2 9n sflpple-
~ t  .LIStNo. ~ whlch deals wlth the contracts of nianaging agents 
t~ !heIr cpmpames' My subinission is this that, if ttiis'aJbendment 

18 deCIded upon now, the Honourable the Mover will be able to torpedo my 
~ t  

~ .. ~ t  (The. Honourable. Sir ,Abdur Rahim): It ).s. not 
POiwble m a BIll hk_e thIS to move all th ~ t  The"Honourable 



Member can find out if this is a much, more' desir-aMi am'eIidmetit for 
th~ HOll§e than the others. 

Sir H. P. Mody : 1'hen I 'oppose the amendment. Sir, this is a 
very ingenious way of short-circuiting my amendment. ' . 

Mr. Akhil Chandra Da.tta. (Chittagong and Rajshahi Divisions: 
Non-Muhammadan Rural) : On a point of order, Sir. I want to bring 
to your notice that I have an amendment similar to No. 86 ; 1 want 
your ruling whether I can move it. 

l't'Ir. President (The Honourable Sir Abdur Rahim) : I am afraid 
that is not possible. 

Sir H. P. Ilody : Sir, I oppose this amendment. As I was saying 
my H,onourable frIend in tacking it on to section 87-D is trying to 
short-circnit my amendment. 

Pandit Govind Ba.Dabh Pant : I was mortally afraid of your amend-
ment. 

Sir H. P. MOOy : 'l'herr was no valid reason whatsoever advanced 
by my Honourable friend for putting forward the suggestion that 
when a managing agent performs certain services to the company, he 
should not be remunerated. 

Mr. S; Satya.murti : What is he paid for, otherwise Y 
. Sir H. P. MOOy: lIe is paul for a lot of things (Laughter) and 
the object of my Honourable friends is to relieve him of even the few 
loose coins that are left in his pocket" 'l'hey have done away with all 
other additional forms of remunerition and, flushed with their victori', 
they are now seeking to deprive the managing agent of every form of 
legitimate remuneration. A managing agent, Sir, may have a stores 
agency. He may have a machinery agency. He maintains an office 
for the purpose of conducting such agencies. He supplies machinery 
to the company. In many caseS it is impossible for the company to 
obtain the same machinery from a:p.y other quarter. rfhere are cases 
like that. For instance, there is a firm in Bombay. (An Honourable 
Member: " of undertakers?") The undertaker would presently have 
to be called in if my Honourable friend had their way here. I say, 
Sir, that if my Honourable friend concedes that a managing agent 
bas a right to enter into a contract with a company, then it is most 
unreasonable to contend that when these services have been rendered 
they should not be remunerated. Somehow or other he sees visions 
of all manner of unscrupulous people trying to rob the companies. I 
do not know where my friend derives his experiences from. We know 
something ahout· managing agents,' and while we are not here to 
stand up for each and every managing agent I say without fear of 
eontradiction th'atmaI1'&ging agents generaHy perform their duties 
honestly· and efficientlY'. (V aioes : "Question., question. ") I strongly 
oppose ~ ~  trying to deprive ~  ~ t  of the remunera-
bon that IS ,Justly due to them for servIces whlch they have properly 
rendered to 'companies. . 

Mr. M. S. AneV':, I would ju.c:;t like to inquire from my friet;Id, 
Pandit Govind Ballabh Pant as to what are the other sourceS', whieh 
he has in contemplation,. ~  ,out ~ whi!lh,. th~ ~~ ~  ~~ can 
take advantage nnrn-r snb--efa:use (2) of thIS clttuS'e If hi1J flmeftwnent 
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is . accepted. Why should not my friend move a straight amendment, 
for the deletion of sub-clause (2)? Because what I find isthi.s .. Under 
'Sub-section (2), "any stipulation for remuneration additiOinal to OT 
in any other form than the remuneration specified in sub-sectiOJil (1) 
·shall not be binding on the company unless sanctioned by a special 
resolution of the company". Now if the iources which the managing 
agent can tap are taken away. are there any other sources left of which 
he can take advantage by way of additional remuneration, in sub-section 
(2) ? 

Pandit Govind Ballabh Pant: Sir, I think my Hor..ourable friend 
has not closely examined the wording of my amendment. I have no 
()bjection to sub-clause (2) if the managing agent is given, by way of 
'and in the form of. his remuneration, something on the articles turned 
out by the wmpany itself, so long as it is remuneration. Whatever be 
the basis on which that remuneration is calculated. I have _no quarrel 
with that. If a company decides that the mana!-!ing agent will get a 
commission at the rate of three pies per rupee on the output of the 
factory by way of his remuneration, I have no quarrel with that. It win 
come in under sub-clause (2) .. But where, in addition to this remunera-
tion, the managing agent says: "I will sell the goods and for that 
get an extra commission of one or two pies or I will introduce .machinery 
and get an extra commission On that ", then it. should be disallowed. 
The managing a!!,ent is appointoo to manage the affairs of the comp8J1.Y 
and it is part of his business to look after all these things. 

The Honourable Sir NripeneJra. Sire&r: Sir, I do think my Honour-
able friend, Pandit Govind Ba:Ilabh Pant, has not quite answered the 
question put by my Honourable friend, Mr. Aney. ~ shortly. it is 
this Under paT/-lgraph 2 of 87-C, a managing agent can get anythlng 
'he likes as remuneration : 

j, AJiy stipulation for remuneration additional to or in any other form thaD 1dle 
Tl'muneration specified in sulJ-section (1) shall not be binding on the ~  unleee 
-.aetioned by a special resolution of the eompany." 

Tberefore, there is nothing left; what source if'! }pft which will be 
tapped? I ~  nothiulZ can be done under 87-C (2). There is no 
·magic in the word" remuneration" ; if he gets 2 percent. on sli1es, and 
5 or 10 per cent. on production, and so on, theoretically that is per-
n:Jissible in ~ h 2. because "/.lny stipulation for remuneration 
additional to or in any other form than tbp rernunerationf'!pecified in 
sub-sertion (1) shall n·ot be binding on the company "-of course a 
special resolut.ion has got to be passed. That being so, what is the 
obiect of this amendment,-that no manag-ing- ~  shnnlrl recplve 
anytllin!:!" aililitiorial to what. is gi,ren by sub-section (2). What is that 
" additional " thin!:!"? That was the questiori of m:v Htmourable friettd. 
Mr. Aney. and T think. with great respect to my HOlloura1ltle frieftd, 
Pannit Govind Ball,abh PImt,that l"Jioint has not reiltv been answeIr'M 
by :him. ~  ~th  ;poillt I desire to point flqt i!\ th ~  ~ t  

~ t  tJJa,t ~  thIS amendment. as t ~~ t 

. ~h ~ ~ t t  loans, as W'e ~ th tt~ ~ ~t ~ (:'om-
~ ~~ ~ ~t ~ t~  ~ ~  ~t  t t~~~ t  .l¥l 
-: ~~ ~ ~  ~  :,,' ~ ~ ~ ~  ~  'H:,;,ii':":;; ~ ~ , 
.-. ..6k1ai1 lIJIta»A ... DUta: Thereia the 1N'OviM. t ~  ~  ~  



Th. HoDOvable Sir Ifrip'ncIn. Sircar : ~ ~  :',' Provided that 
nothing herein contained shall prejudice his right to interest or divid-
end for loans, shares, debentures and other investments "-how does 
that work with "guaranteeing loans", so that, 'he is expected to 
guaranteE these loans, but he cannot get any remuneration for that. 

PanditGovind BaJ.l.abh Pant : Do managing agents get anything 
for that! '  . , 

The Honourable Sir Nripendra. Sirca.r : Very often they do ; th~  
charge a commission for the guarantor's commission. 

Mr. Bhul&bha.i J. Desai: I have not yet known of any such case. 

The Kono1Il"8oble Sir Nripendra 8irc&l' : I have known of many. 

Mr. Bhula.bha.i. J. Desai : Probably Calcutta is much more advanced. 

The Honourable Sir Nripendra. Sir car : It may be Bombay is more 
pllllanthropic and does not charge anything. It is quite possible. How-
eyer, I do not want to take the further time of the House. 

Pandit Govind Ba.1labh Pant: In regard to the financing of these 
ooncerns by the managing agents, I never thought that they had been 
charging any commission for that ? 

The lIonourable Sir Nripendra. Birc&l' : That shows that there is I1t 
least something which my friend does not know. Sir, I oppose this 
amendment. : 

Mr. M. Anantha.saya.na.m Ayyangar: Sir, I rise to support the 
amendment moved by Pandit Govilld Ballabh Pant and I shall try my 
best to answer what my friend Panditji has not been able tD answer. 
Under this amendment both the clauses (1) and (2) stand, though H is 
sai\l that he is trying to take away both these clauses. Addit;Oll11 
remuneration is also sought to be given. But what he said was tha1J hls 
amenumentoovers all the different avenues by which he ca,n get eomnjjJ-
sion. So far as I am able to understand, if a managing agent under-
write!'\ a number of shares and gets a commission, thi!! amendment will not 
1!tllnd in his way for it is not the sale of goods. 

The Honourable Sir Nripendra. Sircar : But look at the word' other-
wise' : it ropes in everything. 

Mr. M. Ananthasayanam Ayyangar: I do 110t know how far the 
(jon&tl'uction of ' otherwise' can be applied to things which cappened 
pl·C"iOllSly. So far as I can understand it, the word' otherwise' ean-
not relate to anything which is not t t ~  in the previous portion. 
In the earlier portion there is a fixcu perce'.ltage that is sought to be 
,given. If ~ t~  are earned, the company ,by a special resolut1on 
D1UY resolve tOr. give.tl1e managing agent bonus fDr the excellent work 
that h h~  done. Therefore; this amenamellt seeks to restrict his 

~t ~  for wh.at he ought to do ia the ordinary Murse of hi<J 
dutIes. ,I put a questlOJ.1 both to. the Hononrable the Leader of the House 
, ~  t~ ~  ~ ~t  : /riill(t. Sir, Ilomi J.lpdy" 'Yhy is it t~~tth  ~  
... ~ ~ t  t ~  iQ h~  un:der clalJstO). f, What IS the, work 
he docs t'o Mrn it ""If'he' enterS' into a 'cotitract for tne pui'chase of lin 
urhcle w!tich is necessary foJ'. the prollperity of the company, ~  ~h  
he be paId f .C:,:i.'r'r; "I:r ,,1 ,,·,:.rlT ; t ~  J,·:r:,"'.'lJw ~  ,'J·r: 
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The Honourable Sir Nripendra Sirear ~  He is paid 1m.' his lldditional 
troubles. 

Mr. M. Ananthasayanam Ayyanga.r : Then it comes to this that fpr 
no troubles he gets a fixed percentage and for his [roubles he gets some-
thing else. 

The Honourable Sir Nripendra. Sirear : Those are other trouLles. 

Mr. M. Ananthasayanam Ayyangar : \\'hat are the othcr trouhles 1 

The Honourable Sir Nripendra Sirear : That you will know 'Wlll)ll 
Y0U run.a business. 

Mr. M. Ananthasaya.nam Ayyangar :  I would therefore say that it 
i!'l a question of finance. Vl e have repeatedly heard that the lllallaging 
agt:;nt is there either on account of his technical skill, or, more often, fOL' 
the finances that would flow into the COLlcern because of hi,; prt\sellcc. 
If the managing agent has got no financial stability, no bank willordi-
nanly lend money to that company. If that is the position vdlY has he 

~  given 20 years for the T)a;-;t awl 20 years for the future, when the 
fixed percentage io;; there? And if there are profits, he gets something 
morc than his usual commission. Under clause (2) not only does he get 
111e fixed percentage but thiR percentage can also be increase(l. \Yhat 
Illy Honourable friend, Pandit Govind Ballabh Pant, seeks to provide 
agamst by his amendment is that these managing agents ought not tl) 
get all sorts of commissions on sales and purchases, which are a necessary 
part of any ~  I would. therefore, say, that what is sought to 
be prevented by an earlier portion of the Bill, that is, t t ~ the 
i)£l'centage to sales, will be undone, if this amendment is not therE:. If 
tt ... s amendment is not accepted, it would open the door for many undesir-
flUe things which we have been anxious to stop. I would, therd'ore, 
requLst the House to accept this amendment. 

Mr. M. A. Jinnah : Sir, I regret very much indeed that my friend, 
Paudit Govind Ballabh Pant, should have dropped his amendment ~  83. 
It would have been more logical so far as this particular question is 
f'1I11cerned. Anyhow,it is no more in my hands now to speak on Lhut 
because it has not been moyed. The question hefore the House, as I 
understand it, is this. \Ve are assuming now that clanses (1) and (2) 
of 87 -C are t t ~  confined to the remnneration for agents as such, but 
the ;J6ents may supply materials to the company. The agents Dlay pur-
(·!la;:;e goods on behalf of the company: the agents may sell booth on 
bf·:nalf of the company. And what is now sought to be done iR thdt th~  
should not get any extra remuneration for those purposes. Thal, I 
understand, is the object of this amendment.· Now, on this question it 
will certainly create a deadlock of a very serious character if y()u 
wennt the agents from selling, purchasing or. ~ as any other 
ol11.,;'ler might do. The amendment that is tabled sayslthat ¥ Hhould 
not he allmn'd to do it at all and he shonld not get a remuneration. But 
whu is going to do it for you for nothing? That is absurd. It r(,:llly 
D1c-ans that he should not be allowed to do it. If he has get· to buy any-
thing, if he wants snpT)ly of raw materials or sell anything', he must go 
to an outsider. Therefore, you are stopping him from selling, purchas-
ing audsupplying any raw materiab except through an outsider. 

Mr. M. Ananthasayanam. Ayyangar : He will be dismissed i1 h~ doc'J 
~ ~  . 
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Mr. II. A. Jinnah : The Honourable Memberd06s not really appre-
ciate how the business is nOne. You must remember this. Supposing 
stores are to be purchased and supposing the managing. agent is also 
dealing in stores. If he can supply the stores to the company at reason-
ahle ..-aLes, why should he not Y 

Mr. M. Ananthasaya.nam Ayyangar : There is no quarrel about that. 
~t he cannot, in addition, receive an allowance. He geLs his .prie f} for 

the articles he sells to the company. 
Mr. M. A. Jinnah : May I read the amendment f What about his 

profits: 
" No managing agent shall receive anything additional to the remuneration fixed 

under SUb-section (1) or sub-section (8), whether by way of commission, allowance or 
otherwise ..... ' , 

Then, he is not {:o make any profit when he supplies goods to the 
(!OTnpany, and if he is making a profit, it will come under the word' other-
wisc '. I am entirely in sympathy with the idea that there shoul!l be some 
C'lwck he cause we have known many cal'les where a great deal of golmat h ~ 
heen dClne. I know it. But the question is how to prevent i'.·. 1 was 
trying to put it fairly to the House that this amendment means a complete 
.stoppage on the part of the managing agents to do these things. There is 
finother amendment which says that the managing agent ca.n do it l)rovided 
he gets the sanction of the shareholders in a meeting. There is a third 
amendment which says--the one about which my Honourable friend, Sir 
II. P. Morly, was \'ery anxious--that it can be done provided it is sanctioned 
by the board of directors. There is a fourth amendment which says it can 
be done with the sanction of the directors provided they unanimously 
approve of it. Now, these are the four points which emerge, as [ar as 1 
can (rather from these various amendments. Wi·th all the desire, with all 
the ~ th  that I have for the shareholders and the interests of the 
h ~h  1 regret to say that 1 can,not possibly agree with my Honour-

able fJ'iend, Pandit Govind Ballabh Pan-t, on this amendment. But wilen 
we come to discuss the other amendments, we shall see. 

Pa.ndit GoviDd Balla.bh Pant: Then, 1 will agree with you. 
Ill'. S. Sa.tyamurti: Sir, the managing agents are the 111ckiest 

perbons in the world_ We began in the discussion on this Bill WIth t ~ 
lIollourable the Law Member making a very good speech agilmst the 
managing agents and their abuses, but gradually 1 have seen- hin. take 
the position that almost any amendment which will rob the edge of these 
clauses is acceptable. But the greatest shock of mine during the dig.. 
eussion of this Rill was that the Leader of the Independent Party who, 
1. thought, was th'e sworn enemy of managing agents take up Ltw p.:,si-
1.lO'J ....... . 

f' 

Mr. M. A. Ijnnah : 'I am not. 1 may tell the Honourable "Member 
what 1 am. 1 aIjl the sworn enemy of the managing agents who are 
dishonest, bl,lt 1 must say this that there are managing agents who are 
not dishonest.· 

Mr. S. Satyamurti: Sir,'we are legislating for all managing 8!!Cnts. 
hOllest. ~  d!shonest ; arid 1 have yet to lea!"n that, iIi any legislation, we 
ean {hsttngn1S'h between one set and another ·set. Your legislation mllst 
be so comprehensive . and, so comple-t-e, as to affect ~  agents, dis-
hone"t adversely, and honest not adversely'. That is the test. Therefore, 



[Mr. S. Satyamnrti.] . 
wlien you want to ~  by this amendment that there shall beno C01U-
lUission or allowance on purchase and sales, we· are thinking of the dis-
honest managing agent. As for the hone&t managing agent, there is.no. 
need for any legislation at all. If everybody is honest, let us winu up our 
show.· 'rhe point I want to make is this : why should a managing agent 
buy his own goods and sell his own goods and thereby make a profit 
which he may not otherwise have made? No man ought to ~ in 
hilw;elf two functions. By all means, let the managing agent Imrclllu;C' 
frum the outsid;e market, and let him sell to the outside market ; ~t  
let him not ~  a profit. The principle is that no mUll ough!. tl) be in: 
a pusition where his duty and his interest are likely to come iJ.i.to COIl-
fEet.. The managing agent practically sells to himself or buys for bim-
sfdf, for, for all practical purposes, he is the company. If be charges 
a commission on purchase and sales, it will give rise to serious and grave-
abuses. I do hope the House will not spoil the effect of this Bill in 
trying' to cure the abuses, and I hope the House will accept a reasonable 
am'·.l,dment, like the -present one. 

Sir Cowasji Jehangir: Sir, I had no intention of speaking on this 
amendment because I thought that its impracticability was perfectly 
tIcal' to my Honourable friends. But my Honourable friend, Mr. 8atya-
.murti, has tempted me to say a few words. Now, Sir, the pObitiuu iJJ 
that managing agents. do sell certain commodities to the ~ of 
whkh they are the managing agents. If they take a moder,l.te (,Oln-
mission it is all to the advantage of the company. But how nre you 
gobg to prevent managiug agents from buying goods from outslclers, 
allJ :"ecping secretly a large amount of profit Y That is what you ha yo 
got t.o stop; if you can. That is what is happening. !fa managing 
agent IS also the agent for certain machinery, it is more than ~  1hr.t 
he \<'ill sdl that machinery at a very reasonable commission to th ~ COlD-
pany of whieh he is the managing agent. But there have he en eases. 
wJlere the managing agents have bought machinery from outsidcrR, ~ 
ing very large profit for themselves. There is no use trying t ~ Le. vcry: 
particular in trying to obviate dishonesty while leaving such large loop-
holes for dishonesty all round. By trying to stop dishonesty in the' 
ahstract, you are making the whole thing impracticable. h ~ hone 

~  where the whole business of the managing agcnts call he made 
!i.mpr:.cticable by comprehensive theoretical p;rohibitipns h ~ large 
loopholes are left for the managing agents t.o rob from 50 per cent. to 
7-0 yer cent. 

Mr. President (The Honourable Sir Abdur h~  : The t ~ 
is : 

" That in clause 42 of the Bill, after sub-section (t) of the proposed section 870,. 
the following.new sub·section and the proviao be inserted and the 8Ul:llequent .ub-sections 
be re·numbered accordingly : • 

'(3) No managing agent shall receive anything additiona.1to t.he remuneration· 
fixed under Bub-section (1) or sub-section (t), whether ~  way of com·· 
mission, allowance or otherwise, for the services rendered by him· to the· 
company whether in the form of supply, sale or p1ll'cliase of machinery 
stores, raw materials and ma.nufactured goods or otherwise : 

Provided that nothing herein eontamedshall prejudice his right to interest or-
dividend for 10alls, shares, debentures ami other investments '." 

.. The motion was negatived. 



Ba.bu Baijnath Ba.joria. : Sir, I beg to move : 
" That in e1auae ~ of the Bill, in sub-seetion (3) of the propolled seetion ~ 

before the words ' loans and ad vaneea ' the wof{l , debentures' be inserted.' , 

~  what my amendment seeks is that in calculating the 11ft profit'J 
interest on debentures should also be deducted. I do not Ul,lierstund 
,t·h,- a differentiation haB been made between interest on lQans lind 
~  and interest on debentures. After all debenturcs artl also 

a;J\-n.1c.cs to the company and the interest thereon should also he 
deducted before calculating the net profits of the oompany. This 
change has been made in the Bill by the Select Committee. If my rccol-
IMt.ion goes right, the word 'debentures' was there when th~ Hill ,"'IlS 

~  introduood. Sir, I do not want to make a long speech. I d() 
hope the Honourable the Law Member will see the equity of ~  /lmend-
lI'I(;:Jt and accept it. 

l'iIr. President (The Honourable Sir Abdur Rahim) : Ame))(lmellt 
moved: 

" That in elauae 42 of the Bill, in sub·seet"on (3) of the proposed aeetion ~ 
before the words ' loans and advances' the word ' debentures' be inserted." 

Mr. T. Ohapman-Mortimer : Sir, I understand the reason why the 
Select Committee agreed that the word' debentures' should not appear in 
th ~ clause in the place where my Honourable friend, Habu Baijnatb 
Bajoria, would like to have it W88 this: tha,t in many companies, particu-
larly for e:x;ample, railway companies and some of the heavy indu!>1:ries, 
they Lave debentures, preferences and share capital in' almost equal pro-
podions; especially for instance in railway companies, the debentures 
und the preference between them may come to more ~h  or mUl'h more 
pel'haps than the ordinary shares and it was to provide for cases like that. 
that it was decided that debenture interest should not be iJ;aken into the 
account when calculating the net profits. I submit, Sir, that it is Il per-
fectly reasonable point of view, which if it is not aeeepted may greatly 
incony€nience certain companies and I hope Honourable Members of this 
House will oppose the amendment. 

Mr. President (The Honourable Sir AbJur ltahimj : The question 
is : 

" Tha.t in clause 42 of the Bill, in sub-section (3) of the proposed seetion 870, 
~  the words ' loans and advances ' the word ' debentures' be inserted." 

'T'he motion was negatived. 
Mr. Mathuradas Vissanji (Indian ~ h t  Chamher and Bureau; 

Inrli:m Commerce) : Sir, I move : 
" That in elaU8e 42 of the Bill, in sub·lfOOtion (3) of the propolled seetion 870, 

the word ' depreciation ' be omitted." 

This -clause: refers.to the calculation of profits and the rem nne ration 
of the managing agents to be ealculated on thlrt. There are several items 
which have got to be deducted according to this clauSe, while calculating 
thcrC'mnne:iation of the managi;ng agent. In that depreciation is also in-
eluJp(l.' h ~ I want to point out is that in the prf'.sent t ~  
con;:;itlf'l'ing the fast advancement of scientific research and the ~ 
thnt are coming about in rapid succession, it will be necessary for any 
c<-IDpuny to bring about a state of depreciation much more than what is 
r,ener<!Hy provided for in these days. It was ascertained by no less A 
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[Mr. Mathuradas Vissanji.J 
~  othan the President of the United States of America· only about 

threc years back by appointing a committee to ascertai.n the t ~ 
of depreciation that should be necessarily included for the purpose of the 
accounts and the replacement of machinery in order to be able to l'ompete 
ill ~h  world. That eommittee consisted of selected experts who went 
rcund the whole eountry, inquired into every industrial concern, and 
after due deliberation made a report that in present cireumstances machi-
'leI"), becomes obsolete after three years. That means that it has got ,0 
be depreciated every year at nothing less than 33.113rd per cent. If that 
analogy is going to be applied for the successful run,ning of.a cOllccm in 
India, you can very well imagine, Sir, what depreciation will have ·to be 
provided every year in every concern. And if that is done, what ~ the 
position of the managing agent for the remuneration that he has got to 
take f(.r the conduct of his affairs T If he is only fair to -the company 
hc cannot he fair to himself. If it were only provided that for the purpose 
or culeulation of the managing agent's remuneration the amount that is 
allowed by the law should be allowed, arter income-tax of 4 per cent. for 
Dla( hinery and 2i per cent. for the buildings, then it would be something 
reEl!1unable as provided by the amendment of the European Group of this 
Assembly. But to simply do away with any rate of calculation antI debar 
tile managing agent from obtaining his dues on the depreciaotion if; r.ather 
unjust M, I feel it. Suppose a company is started hereafter fol" the pur-
pose of supplying electricity. As it is generally lrnown,. elelltdcily 
apparatus generally becomes obsolete after every five years, and if provi-
Sil'D j!; not properly made for >the depreciation every year, the Ilompnny 
is really suffering. It will only lead to a rather dishonest method of calcu-
lation by the managing agent; if he is not honest to the company. Of 

~  I remember that this is only applicable to companies to be estab-
lished herearter, and if this clause be made operative in this way I am 
afraid the future companies will be very well providing for remuncl'ation 
in otlll'r ways, fearing what they will have to do for the depreciation. I 
recommend for that purpose that the word " depreciation" be omitted 
fr01l1 the clause. 

Sir, I move. 
Mr. President (The Honot;rable Sir Abdur Rahim): Amenument 

moved: 
" That in elause 42 of the ~ in sub·sootion (3) of the proposed IItlction 870, 

the word ' depreciation ' be omitted." 

Sir Leslie Hudson (Bombay: European) : Sir, I wish. to support this 
e.Ulendment. Whilst it is a fact that depreciation is looked upon by 
accountants in some instances as working expeJlses, there are mllnyothel' 
instances where depreciation is not deducted for ascertainiAg profits4 The 
scctim prescribes no limit to the depreciation and in our opinion if this 
amendment and the next but one are carried, it may lead to considerable 
embarrassment and controversy, and we wish to support this amen<iment. 
The seetion as framed would place it in the hands of the board to·· place 
such sums to depreciation as might, as my Honourable friend, Mr. Vissanji, 
said, whittle down the profits of the managing agents to such a Stun 8R to 
be absurd. Sir, I support the amendment. 
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Mr. Husenbhai Abdullabhai Laljee: Sir, I rise to support the 
amendment and I will say only a few words. In sub-section (3), while 
defining the net profits, it has been stated that " after allowing. for all 
the working charges, interest on loans and advances, repairs and out-
goings". Now, Sir, in providing for all these, it is really in the interest 
of the shareholders because the managing agents will see that those charges 
are as mUM reduced as possible in order to enable the company to make 
some profit and some commission. With regard to "depreciation, 
bounties or subsidies ", bounties and subsidies are not in the hands of the 
managing agents, but with regard to depreciation I say that in the interest 
of the company this item ought not to be left a" the mercy of the managing 
agent at all. The managing agent ought not to decide or have an 
interested voice in deciding this factor, because it is very essential as my 
friend, the Honourable Mr. Mathuradas Yissanji, has pointed out, in these 
days that the machinery should be kept up to date and the latest improve-
ments should be introduced and therefore depreciation plays important 
part. Many of our mills in Bombay have suffered because latest improve-
ments have not been introduced. If "nee we allow a managing  agent ·to 
get remuneration on the hasis of allowing more or less depreciation, I think 
it will not be in the interests of shareholders. Therefore, I think this 
depreciation may be omitted ; further in fixing the remuneration certainly 
it will be a matter between the shareholders and the managing agents and 
as suggested if depreciation is omitted they will take into consideration 
that the depreciation is not there. Sir, under the circumstances I support 
the amendment. 

Dr. Ziauddin Ahmad: Sir, it IS nIl entirely new principle that I 
have been hearing on the floor of this House. Whenever we discussed any 

~ t t  or any other protected industry-we were always told 
that depreciation must be included before the net profit is arrived at .... 

Mr. Husenbhai Abdullabhai Laljee : It must be : certainly before 
giving a dividend. 

Dr. Ziau.ddin Abmad : That is the principle. to which we ~  

The only question was what should be the amount of depreciation. There 
are suggestions later on, but I think in many cases of machinery the 
depreciation should be from 7! to 10 per cent, depending on the llatnre of 
the lUachinery. But any suggestion which disregards ~  ill 
calculating net profits is a very novel principle and entirely ~  to 
what we have been discussing all along. Tariff Boards have allowed 
lkpreciation in their calculations. Therefore any suggestion that de-
preciation should be disregarded is in violation to all principles. Deprecia-
tion was one of '::he items, along with interest, working expenses, reserve 
fund, which was always calculat.ed in arriving at the net profits. As I 
said, this is an entirely new principle, to what we were discussing when 
protected industries were being discussed on the floor of the House. 

Mr. Bhula.bhai J. Desai: Sir, in "iew of amendment No. 88, I oppose 
this amendment, amendment No. 87. 

Mr. President (The Honourable Sir Abdul' Rahim) : The question 
IS : 

.. That in clause 42 of the Bill, in sub-seeuon (3) of the proposed .section 870, 
tile. word '··d,epreciation ' be omitted." 
The motion was negatived. 
L346LAD • 
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1Jr . .Akhil Cha.ndra Datta: Sir, I move: • ~  

, ' 
" That in clause 42 of the Bill, after the proposed section 87C, the following, ne" 

I!E!ction be inserted: ' ,,', 

, S7CC. No Managing Agent shall receive any profit or remuneration whetherb1 
way of commission, allowance, percentage or otherwise for services 
rendered by him to the Company, in the shape of supply, sale or purcha,se 
of machinery, stores, raw materials or manufactured goods provided that 
nothing herein contained shall affect the right of any Managing'Agent to 
receive any profit or remuneration under any contract in force at the 
time of the commencement of the Indian Companies (Amendment) Aqt, 
1936 '." .... 

The Honourable Sir :Nripendra Sirear: Sir, I would like to ~  
.a pojnt of order. Is there any difference between amendment No. H6 
8);1.1 the one now being moved , 

Mr. Akhil Chandra Datta : Yes : there is a remarkable dif(erenee. 
That was wider than this: Pandit Govind Ballabh Pant's amendment 
made no provision for contracts. But my amendment says : 

" Provided nothing herein contained shall affect the right of any Managing Agant 
to receive any profit or remuneration under any contract in filree at the time of the 
ClOmmencement of this Act." 

The Honourable Sir :Nripendra Sircar : But the greater includes the 
less : does it not T 

Mr. Akhil Chandra Datta: Which is the greater ~ My claim is 
less modest than the claim in the other amendment. 

The Honourable Sir Nripendra Sirear: If I may point ol,t, the 
other amendment also was in relation to new companies, becanse it was 
an .amendment of 87C. There is no question o£ old managing agents 
being included by my Honourable friend, Mr. Pant's amendment. I am 
lJlacing it 'before the President for his ruling. No. 86 which has been 
disposed of was--
.. in clause 42 of the Bill after sub'section (2) of the proposed section 87C ..... " 

As you will see from page 19 of the Bill, Sir, section87C relates to 
cornnsnies incorporated aN,er the commencement of the Indian Compa-
mes Act, 1936. I do not see what the difference is between the two. One 
seems to be substantially the same as the other. That is my submission. 

Mr. Akhi1 ~  Datta. : The greater claim has been disallowed: 
mine is the lesser : bnt it goes a little further in favour of the ma,riaging 
~ t  . , 

~  Pre.sid.ent (The Honourable Sir Abdur Rahim) : I am af.lIllid, 
I IDllSt rule that this amendment is out of order. • Pandit Govind Ballabh Pant : Sir, I move : 

" That in, cIa, use, ~ of the Bill, in Bub-section (1) of the proposed t ~  87D, 
Q.fter" the :words ' ~  ~ of the ~  , th~ words '.or to anyi pai4M.er of 
t t~ firm, If the managlllg agent 18 a finn., or to any director of the private compan1.' 
if the managing agent is a private company , be inserted." ~ 

This is a repetition of the hackneyed. formuia, so I need D.Qf say 
more. 
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Mr. President (The Honourable Sir Abdur Rahim) Amendment 
moved: 

" That in clause 42 of the Bill, in Bub-section (1) of· the proposed seetion 87D, 
aIter the words' managing agent of the company' the' words' or to any partner of 
the firm, if the managing agent is a nrm, or to any director of the private company, 
if the managing agent is a private company' be inserted." 

Mr. T. Cha.pman-Mortimer : My Honourable friend, Pandit Govind 
~ h Pant, said that his amendment No. 95 is in subEttance really the 

sume as has been adopted in other parts of the Bill. I submit that that is 
not so, and that if this amendment iR put in here oro sub-section (1) of 
f>el?t!on 87D, the effect may be most far-reaching and it may cause compli-
cations which can hardly at present be fully 'mderstood, and I trust th.at 
Honourable Members of {his House will oppose it. Sub-section (1) 01 
Election 87D is as follows : . 

" No company shall make to a managing agent of the company any loan out of 
moneys of the company." 

In sub-section (1) of section 2 of ~h  Bill, we have already a defini-
tion of a managing agent. It is quite clearly laid down there what a 
1lloI1lIRging agent is. In other sections we have provided safeguards Ito 
ensure that loans to directors are improper. If this amendment of my 
Honourable friend is carried, it will have much more far-reaching effect 
than we know of. How in actual fact it will affect us I cannot say. But 
I . do hope that Honourable Members will believe that we have all'eaJy 
got f:.u1'ficieno!:. safeguards on that point. After all, it should be remembered 
that if there is any doubt on all these things it would always be possihle 
for the company in general meeting to decide that certain individllali 
should represent the body of shareholders and examine the books of the 
company, and then othey would be able to decide on the facts of the CIlHe 
whether section 87D (1) has been impinged in the spirit, if not in the 
1etter. Sir; I oppose. 

Dr. Ziauddin Ahmad : I thought that the amendment now before 
us is really an explanation of the provision already in the Bill. The Bin 
Says: 
. •• No company shall make to a managing agent of the company any loan out of 
~  of the. company. " 

That everybody admits, but if the managing agent is not lUI. indivi-
dual but a company, in ':;hat case the natural conclusion is that no person 
w'ho is a partner of thatcompany,--{)r as the amendment says, any partner 
of the firm if the managing agent is a firm, or any director of the private 
company, if the managing &flent is a private company, should not be in .& 
po,>ition to borrow money. Thaot is really an explanation of the principle 
Which we have already admitted and which L'l already in the Bill. 

Mr. President (The Honourable Sir' Abdur Rahim) : The question 
~ : , 
, . "That in . millie 42 of the Bill, in sub-!leetion (1) of the proposed ~t  87D, 
~~  the worlis • managing agent of the company' the words ' or to any partner ot 

tile firm, if the managing agent is a firm, or to any director of the private company, 
~th  managiilg agent is a private company , be inserted." 

:\.' ··1'he-ao.iion was adopted . .... ~~  .- -, - '-" . . 
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PaDditGovind Ballabh Pant : I move : " ., 
OJ ·That in clause 42 of the Bill in sUb-section (1) of the proposed seetion 81D,' 

tbe -words.' or guarantee any loan made to a Managing Agent' be added at tile ~  ' , 

It follows the one which has just been accepted. 
Mr. President (The Honourable Sir Abdur Rahim) : The 4,uesti,!n 

is : . ,. 
- "That in clause 42 of the Bill in sub-section (1) of the proposed 1IeCtiOD STD, 

the 'words • or guarantee any loan ma'de to a Managing Agent ' be added at the end_" 

'rbe motion was adopted. 
Dr. N.· B_ Kha.re (Nagpur Division: Non-Muhammadan): I move: 
" That in clause 42 of the Bill, sub-seetion (S) of the proposed section STD, be 

re-numbered as sub-section (S) (a), and, after the Rub-section, as so re-numbered, the 
foll-ywing be added ; 

, (b) Where any eredit is held by a managing agent in a current account main-
tained in pursuance of this sub-section the balance sheet of the company 
shall disclose particulars as to the maximum limit of such current account 
approved by the Board of Directors and the maximum amount Of. credit 
utilised by the managing agent during and the amount of credIt out-
standing at the end of the period to which the balance sheet relates '. " 

This amendment aims at disclosure of particulars as to (i) the 
maximum limit of the current account approved by the directors, (ii) the 
~  limit of credit utilised by the managing agent during the period 

tf, which the balance sheet relates, and (iii) the amount outstanding at the 
date of the balance sheet_ 

Sub-section (2), of section 87D authorises a managing agent to hold 
('l'e<lit in a current account with the company and the limit of such credit 
is to be previously approved by the directors. In view of the ~ that 
tLe limit is to be fixed by the directors it is but legitimate that shareholders 
Fhould know the maximum limit of such credit in the current!:, account.. A 
el'edit held by a managing agent in a ~t account with his company 
isuLother form of a loan to the managing agent. It is, therefore, impera-
tive that the amoun·t of credit approved by the directors and the amount 
of credit utilised by the managing agent should be disclosed in the balance 
sheet so that the shareholders may be able to study the position wlth 
l('g:ll'd to <the current account. 

. It might be argued that under the existing form of the balance sheet 
the h.IIlount due by the managing agent at the end of the year is required 
to be specifically disclosed. This is no doubt true, but it should be borne 
in mind that unless the amount of credit utilised by the managing agent 
is disclosed, transactions of a window-dressing character through the 
eurrcnt account will not see the light of day. It may be that throUf7llOut 
the year t~  managing agent may remain ~ t  to the comp8.QY but 
at the end m order to suppress the fact of hIS mdebtedness in the cnrrent 
MCllunt he may square up the account and renew operations on the 
8.ccount next year. Such ca.ses have oeeurred_ The most classical illustra-
tion is. that of the Indore Malwa United Mills, Ltd. whose managing agents 
bOl:rowed Iakhsof ~  fro"!- the e?mpany in ~ t account, rel.aid 
them at the end of ·the accountmg penod and ag8.1n borrowed in the next 
year. In this connection attention may be drawn to the follOwhtgpassage 
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in the report of Messrs. S. B. Billimoria and Co. who examjned the aeeountl 
of the company : 

, .. Thus, throughout this long period, although colossal IIUDUI of money were' 
witluirawil from the funds of the mills and utilised by the said firm for their private 
purposes, the shareholders and depositors were hoodwinked by being shown small ~t 
balanees at balanee sheet periods, and the depositors and the shareholders w,ere lulled 
into a hope of false SEWrity, with regard to the financial position of the mill company, 
as retleeted in the published balance sheets." . 

"In short, it is with a view to check window-dressing met.hods that the. 
amendment has become necessary. In this connection reference may aise 
be made to section 128 of the Engiish Companiel' Act which is flS follows : 

" (1) The accounts which in pursuance of this Act are to be laid before every 
company in general meeting shall, subject to provisions of this section, eontaiIi 
particulars showing- . 

(a) the amount of any loans which during the period to which. the accounts 
relate have been made either by the company to any director or officer of 
,the company, including any such loans which were repaid during the said 
period; and 

(b) the amount of any loans made in manner aforesaid to any director or· officer 
at any time before the period aforesaid and outstanding at the expiration 
thereof; ..... " 

It will be seen from the above that not only the loan::: made to 
directors or officers are required to be disclosed but also disclosure is 
required of loans which were repaid during the account period. The 
latter requirement is most significant as proving the necessity of 
bringing to light window-dressing methods adopted in reference to 
loan transactions between a company and its directors or officers. 
The amendment proposed gives effect to the principle recognised by the 
English Act. The fact that our section refers to a current account 
should not make any difference in that as already stated above the 
credit held by a managing agent in a current account in essence amounts 
to a borrowing from the company and therefore a loan from the company 
to the managing agent. 

ltIr. President (The Honourable Sir Abdur Rahim) : Amendment 
moved: . 

"That in clause 42 of the Bill, sub-seetion (2) of the proposed seetl.on 87D, be 
re-numbered as sub-section (S) (a), and, after the sub-section. as so re-numbered, the 
following be added : 

, (b) Where any credit is held by a managing agent in a current account main-
Lamed m pursuance of this sub·section the baIa.nee sheet of the company 
shall disclose particulars as to the maximum limit of such current account 
approved by the Board of Directors and the maximum amount of credit 
utilised by" the managing agent during and the amount of credit out-
standing at the end of the period to which the balance sheet relates '." 

The Honourable Sir Nripendra. Sircar: I OppOse this amendment 
and I shall put it very briefly indeed. From the point of view of out-
$idel's I really object to more information about the financial operations 
of the company being broadcasted than is necessary. This amendment 
will ~ ~  addition to the information in the balance 
~ t .but· the point of view of the shareholdi'lrs may be quite different. 
They are quite entitled to know what is happening between the directors 
and ;t,h..e cOlllpany. For that .reason we have now made Article 105 of 
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~  'NripeJidra Sirear:]. 
Table " A " compulsory so that it is quite open to them tQ ~ 'a:reso-
lution to have an inspection of any of these three items., I submit that 
having regard to the compulsory inclusion of Article 105, it iSUIlll,ec..., 
sary to load the balance sheet with information which may in SQm, 
cases be u&-eflll but in other cases not desirable to disclose to --t.he 
public. 

Mr. President (The Honourable Sir Abdur Rahim) : The ~t  

is : 
14 That in clause 42 of the Bill, sub-seetion (I) of the proposed section 87D, be 

re-numbered-as sub-section (2) (a), and, after the sub-section, as so re-numbered, the 
following be added : 

, (b) Where any credit is held by a managing agent in a current account ma.in-
tained in pursuance of this sub-section the balance sheet of the company 
shall disclose particulars as to the maximum limit of such current account 
approved by the Board of Directors and the maximum amount of credit 
utilised by the managing agent during and the amount of credit out-
standing at the end of the period to which the balance sheet relates '." 

The motion was negatived. 
Mr. 1'. S. Avinashilingam Chettiar (Salem and Coimbatore cum North 

Arcot : Non-Muhammadan Rural) : Sir, I move: 
.. Tbat in clause 42 of the Bill, in sub-section (9) of the proposed section 87D, 

after the words ' making of the loan' the words ' or giving of the guarantee' be 
inserted. ' , 

This is only a consequential amendment. Sir, I move. 
Mr. President (The Honourable Sir Abdur Rahim) : Amendment 

moved: 
" That in clause 42 of the Bill, in sub-section (9) of the proposed section 8'7D, 

after the words ' making of the loan ' the words ' or giving of the gua.ra.ntee ' be 
inse:r;ted_ " 

is : 

The Honourable Sir Nripendra Sircar : I accept the amendment. 
Mr. President (The Honourable Sir Abdur Rahim) : The question 

" ~ h t in clause 42 of the Bill, in sub-section (9) of, the proposed section' 87D, 
after the words 'making of the loan ' the words 'or giving of the guarantee' be' 
inserted. ' , 

'l'he motion was adopted_ 
Mr. T. S. Avinashilingam Chettiar: Sir, I move 
" That in clause 42 of the Bill, in sub-section (9) of the propoeed sootion 8TD, 

after the words' repayment of the loan' the words' or discharging the guarantee ' be 
inserted. ' , 

This is also consequential. 
Mr. President (The Honourable 

moved: 
.' Sir Abdnr Rahim) : Amend:m6nt 

,. That in clause 42 of the Bill, in sub-seetion (9) of the proposedeectiilJl sfD, 
?-tter the words • repayment of the loan ' the words ' or discharging the guarailtee J 4e 
1l1S9rted. ' , " .' 
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Mr. President (The Honourable Sir AbdurRllhim) : The queStion 

" That in clause 42 of the Bill, in sub-section (3) of the propOlled .eetion '87D, 
after the words ' repayment of the loan' the words ' or discharging the guarantee' be 
~  ,.' 

The motion was adopted. 
. . 

Mr. M. Ananthasaya.na.m Ayyangar: Sir, I move: 
" That in clause 42 of the Bill, after sub-section (4) of the ~ seetion 87D, 

the following be inserted : 
• (5) No managing agent, or where the IIlanagmg agent is a firm a partner 

thereof, or where the managing agent iM a private company any member 
or director thereof, or where the ma.nRgillg agent is a pu.plie company any 
director thereof, or the firm or private company of which the managing 
agent is a partner, member or director shall enter into any contract with 
the company for sale, purchase or supply of goods or materials except 
with the consent of tho company in general meeting given generally or 
specitieally : 

Provided that nothing herein contained shall affect any contract for such sale, 
purchase or supply entered into before the commenCCIllent of the ~ 
Companies (Amendment) Act, 1936 '." 

Sir, the object of my moving this amendment is that in the case of 
contracts for the sale and purchase of materials by the managing agent 
of a company greater safeguards should be imposed than those provided 
'in the Bill. The safeguard under this amendment is that at an ordinary 
gl;J!eral meeting of the company the terms must be given for entering 
into such contracts either generally or specifically,-generally as regards 
the class of goods or with regard to any particular value or up to certain 
pecuniary limits, or specifically with respect to each item as and when 
articles are purchased or sold. As it stands, directors might not be in 
a position to check any onerous advantages or improper contracts 
entered into by the managing agent with the directors. Sir, the com-
position of directors is well-known ; one-third the managiItg agents are 
entitled to appoint. As regards the balance of the two-thirds, some of 
th~  may be appointed by a statutory body, some by an Indian State 
whilre that State takes shares ; in that case it is open to the latter to 
insist upon a particular number of direct9rs being on the directorate. 
Then, debenture-holders appoint some of the directors. In practice, the 
shareholders' directors are reduced beyond even one-third. A provision 
.has been made with respect to an earlier clause that one-third at least 
of the directorate should be persons elected by the shareholders. Now, 
therefore, if the entering into of a contract with the managing agency 
is left to the directorate two-thirds of which are ?ractically the nominees 
1)f the managing agent, the mere majority of two-thirds might not be 
,enough to check any disadvantages of a contract in the matter of the 
saJe or purchase of goods entered into by the managing agent. There 
.is. thus absolutely no guarantee that the managing agent enters into a 
proper kind of contract. It is necessary with l'espect to all such sales 

·01' purchases that there should be an independent agency to' see whether 
~ h sales are properlv made and whether the commission is proper or 
ll0t i and it is only fo'; that, Sir, that I' am t.rying to provide fOl'a pam-
'iular; ;agsncy and that' agency is the general body. The directorate, 
which contains the DoDiinees of the managing agents, eamiot tie tl'08tei 
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, with this business and, therefore, in the best kterests of the company 
,itself; I say this amendment ought to be accepted. 

-r.President (The lIonourableSir Abdur Rahim): Amendment 
moved.:, _ 

" That in claUBe 42 of the Bill, after sub-section (4) of the proposedsectioll. 87D, 
the following be inserted: 

• (5) !i 0 managing agent, or where the managing agent is a firm a partner 
thereof, or where the managing agent is a private company any member 
or director thereof, or where the managing agent is a public company any 
director thereof, or the firm or private company of which the managing 
agent is a partner, member or director shall enter into any contract with 
the company for sale, purchase or supply of goods or materials except 
with t.he consent of the company in general meeting given generally or 
specifically:' 

Provided that nothing herein contained shall affect any contract for such sale, 
purchase or supply entered into before the co=encement of the Indian 
Companies (Amendment) Act, 1936 '." 

Sir H. P. Mody : Sir, my' Honourable friend, Mr. Ayyangar, has put 
forwar.d no justification in support of this very restrictive clause which 
he seeks to introduce. I say that it is illogical to ask the House to pass 
this amendment when the House only very recently accepted the position 
that a director could contract with the company, if he could get a resolu-
tion of the board of directors to support that trans.:"lction. I do not see 
why managing agents should be sought to be put upon an entirely 
different footing. Sir, even though my Honourable friend made as usual 
,a forceful speech in support of his amendment, he does not seem to 
b,elieve very much in it, as evidenced by the fact that there are various 
other amendments which he himself has tabled. He is obviously still 
trying to determine what is the right thing to do in this particular 
m!ltter! The Honourable Member has given seven choices. He started 
offwith soup and then went on to fish and then, with the permission -of 
the Chair he withdrew both the sonp and the fish, and concentrated upon 
the joint! As my Honourable friends will see, however, there is game 
also, and sweets and other things, and I am not sure what my Honour-
able friend wants this House to do. (An Honourable Member: Take 
the sausage.) . I dislike ready-made things. What I was saying is that 
a managing -agent-and I am sorry if I have to repeat some of the argu-
.meilts that were adyanced on a previous ~  from the very 
nature of things obliged to deal with his company. Supposing he has 
the agencv of an insurance company or a machinery concern. There is 
no reason° why, In such a case,he should go past bis "own agency. The 
amendment which I -have tabled, and which unfertunately ~t come 
iln just now becau!?e I have tacked it on to clause 87-H, provides what I 
regard is a safeguard which should be considered as sufficient in all cases. 
That safeguard is that where the managing agent enters into a ~ t t 
with his company,hlJ cannot do 80 unless the transaetionhas been 

. approved' of by the board of directors. A similar safeguard was accepted 
iIi respeqt of directors,and 1 submit that the same safeguard should be 

, ~ t  even fremthe point of view of my HOlleurable 
'fr.iend,'Mr. Ayyangar; 'Sir, loppose the amendment. i', ' 
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Mr. F. I:' James: Sir, I :find myself in the unusual, position of 
agreeing with my Honourable friend, Sir Homi Mody. I o'PpOse thiS 
amendment,-in fa:ct aU 'my Honourable friend's amendments with, a 
repugnance which only varies in degree. I do not think the House 
ahould' have anything to do with any of them. There are many easei 
where the managing agent is ina position to sell to his company pro-
ducts which the coinpany cannot get elsewhere, either of the same quality 
or of the same or cheaper price or on as favourable terms ; and there are 
~  wllere a partimllar commodity which is s')ught to be purch8Bed 
cannot be 'obtained from any other company. It has been pointed out 
on a previous occasion that the cases wlipre ll:allaging agellts sell to their 
~  on very favourable terms are not at' all exceptional. In fact, 
quite recently I happened to see the prospectus of the Star Paper Mills 
Limited in which the promoter, Mr. Baijnath Bajoria, who is also a 
director and one of the managing agents. offered to supply raw material 
to the company at the low market rates. If our restriction is put upon 
that kind of transaction, surely it will be to the detriment of the company 
concerned. The res:rictions that all thes!' amendments seek in varying 
degrees to place upon freedom of tradp in this matter would not only 
deprive the existing companies of the facilities which they at presellt 
have but would, I su!!gest, in some cases t~  to all kinds of devices for 
I-{etting round these restrictions. I am not at all sure that in the parti-
<:ular amendment which my Honourable friend appears to be ooncentrat-
ing on he is not opening the door to a very gr!'at delll of speculation, if 
not corruption. The managing agent who has to go to his shareholders 
for permission to enter in:o certain contracts with the company for sale 
pr purchase or supply of goods may be in a position to influence those 
shareholders by all sorts of methods; and, rather than restricting the 
evil, this particular amendment runs the risk of very largely increasing 
the field for the operation of the evil he is' rying to stop. I would point 
out to my Honourable friend and to the House that Wlder sections 91-A 
and 91-B of the Act, the managing agent's director is precluded from 
voting in connection with a contract in which he is interested, He is 
also obliged to disclOse what particular interest he has. {Tnder clause 
15 (.,) of the Bill he cannot even be counted for the purpose of forming 
a quorum at a meeting in which this matter is discussed. Then the 
company also has the ordinary protection which is affordpd h.v the 
Indian Contract Act against abuses of the nature which my Honourable 
friend has in mind, I do suggest that the provisions already in the Act, 
as amended, so far by the BilI, do safeguard ele sharpholdprR agains.: 
the possibility of any misuse of his powerR. ' 

Mr. II. A. JinDah : What are those ~  in thp Bill 'I 

Mr. F. E. James: I have alreadv mentioned them but at the risk 
of repeating myself I wiII mention them ~  In the first place, I 
will read out from the Bill t ~  By section 91-A and section 91-B of 
fltp Act, as now amended, the managing agent's director is precluded 
from voting and is obliged to disclnse his interests. These sectionl5 
eorrespnnd to clauses 44 and 4il of the Bill. Under clause 45 (a) of 
the Bill, which is section 91-B of th ~ old Act, he callnot count for the 
purpose of forming a quorum at a meeting where thi .. matter is dis-
cussed. And then there is, of course; as far as the directors are con-
cerned. a register which is provided for in a new sub-se('tion (3) of 

j,i\46J,AD G 
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91-A 'of the Act. ~  point is this that there is such p. thing ·alj driving 
a good case too far.' We on these benches have never beell opposed' tv 

. the imposition of reasonahle safegnards upon the directors and managing 
agents in regard to these matter;;. We have never been opposed to t1;J.e 
fullest disclosure of all contracts in which either the directors or the 
managillg agellts are interesleu. WIJat we do oppose and shall always 
oppose throughout this Bill is any provision which would have, as jts 
effect, any restriction or restraint ........... . 

Mr. President (The Honourable Sir Abdur Rahim) : If th~ Honour-
able Member cannot finish in one or two minutes, I think he had hetter 
continue to-morro\\". 

The Assembl:v then adjourned till Eleven of lhc Clock on TbursdllY, 
1he 1st- October. 1!l:36. 
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