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LEGISLATIVE ASSEMBLY.

Wednesday, 30th September, 1936.

The Assembly met in the Assembly Chamber at Eleven of the Clock,
Mr. President (The Honourable Sir Abdur Rahim) in the Chair.

QUESTIONS AND ANSWERS.

GRIEVANCES Qf THE TRAVELLING PUBLIC AGAINST THE BENGAL AND NoORTH
; WESTERN Ramway.

. 709, *Maulvi Badrul Hasan ;: (¢) 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 ¢

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

(¢) Are Government prepared to exert their influence 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 ?

(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 ?

(¢) 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 ?

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

(g) Are Government aware that the Bengal and North Western
Railway Company has reduced the number of khalasis in the railway
stations with the result that the consignors themselves have to load their
consignments in the goods trains ?

(h) Are Government aware that there are yvet no electric fans in the
waiting rooms at Muzaffarpur, Darbhanga, S8amastipur and other important
stations, though the said stations have got electric light ?

(¢) Are Government prepared to exert the’r influence on the Bengal
and North Western Railway Company-to fit electric fans at all the
important stations ?

( 2065 )
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(j) Have Government given notice to the Bengal and North Western

Railway, terminating their contract, as resolved by the Assembly during
the last Session ?

(k) If the reply to part (j) be in the negative, do Government
intend io give such notice ¥ If so, when ¥ If not, why not ?

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

(b) and (¢). The question of replacing one of the level crossings
at Muzaffarpur by an overbridge has been raised through the local

advisory committee, and has been referred by the Railway Administra-
tion to the local authorities.

(d) Yes,

(¢) The man died two days after the accident. There was no
medical aid available at Bhagwanpur. The train staff gave 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.

(k) Government have no information.

(1) The matter is within the competence -of the Railway. Administra-
tion, whom Government consider to be in the best position to decide
on the 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 1lst Sep-
tember, 1936.

Mr. Ram Narayan Singh : How is it that there is no much clamour
raised against the administration of the B. N. W. Railway, and yet
Government have always turned a deaf ear to this ?

The Honourable Sir Muhammad Zafrrllah Xhan : T am afraid I
could not follow the question.

Mr. Ram Narayan 8ingh : My question is, how is it that when so
much clamour is made against the management ¢f 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 %

The Honourable S8ir Muhammad Zafrullah Khan : Tt is not correct
that Government have turned a deaf ear.

e
REDUCTION IN THE STAFF OF THE RAILWAYS.

710. *Maulvi Badrul Hasan : Are Government aware that there has
lately been a reduetion in the staff of the State-owned and State-managed

Railways ! If so, how many Europeans, Anglo-Indians and Indians hold-
ing superior posts have been so reduced ?
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The Honouable Sir Muhammsad Zafrullah Khan : The adjustment
of number of staff to current requirements is in progress. Available
information In respect of number of superior officers by communities
will be found in Chapter VI of Volume I of the Reports by the Railway

HBoard on Indian Railways, copies of which are in the Library of the
ouse.

PERCENTAGE OF Bruarr Hinbus AND MusLiMs N THE EasT INDIAN
Ramwway.

_711. *Maulvi Badrul Hasan : (z) What is the percentage of Bihari
Hindus and Bihari Muhammadans in the East Indian Railway $

() Do Government propose to increase the number of Biharis in the
saill Reailway ?

The Honourable 8ir Muhammad Zafrullah Khan : (a) Government
have no information. '

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

ABSENCE oF A WaArTING ROOM OR SHED AT THE PEULWARI SHARIF STATION
oN THE EAsT INDIAN RAILWAY.

712, *Maulvi Badrul Hasan: (z) Are Government aware that
there is no waiting room or shed at the Phulwari Sharif Station of the East
Indian Itaiiway ¢

(b) Do Government propose to advise the Railway authorities to
provide one such shed at the said station ¢

The Honourable 8ir Muhammad Zafrullah Khan : (¢) Government
have no information.

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

CoNTRACT FOR BUILDING THE PoSTAL SUPERINTENDENT’S AND (VERSEER’S
QUARTERS AT MUZAFFARPUR.

713. *Maulvi Badrul Hasan : (¢) Are Government aware that
the contracts for building the Postal Superintendent’s and the Postal
Overscer’s quarters at Muzaffarpur have been given to some Delhi
contractors ¢

(b) If the answer to part (a) be in the affirmative, why were the
said contracts not given to any local contractor {

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
concerned. No quarters have been constructed for the Postal Overseer
at Muzaffarpur but quarters have been built there for the Sub-Divi-
sional Officer, Telegraphs, by the Central Pubiic Works Department.

(b) Only one local contractor submittzd tenders and they were
rejected because they were incomplete and did not contain the actual
figures of his tenders in the tender form.

L346LAD A2
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PRRORNTAGE OF Brar: HiNpus aND Musious™iN THE InpiaN MEDICAL
: : SERVICE. : -

714, *Maulvi Badrul Hasan: (¢) Will Government be pleased
to statc the percentage of the Bihari Hindus and Bihari Muhammadans in
the Indian Medical Service ?

(b) Are Government aware that some vacancies in the Indian Medical
Service -are going to be filled in by nominations ¢

{¢) Are Government prepared to nominate some Biharis in the said
Service ¢

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

(b) Yes, after examination by a Selection Board.

(¢) Yes, if they merit selection by reason of their qualifications in
comparison with other candidates, but not on the ground that they are
Biharis. '

PoPULATION OF F15i AND CoMMUNAL REPRESENTATION IN THE Fij1
LeaistaTive CouncrL.

715. *Mr. Ram Narayan 8Singh : (¢) What is the total population
of Fiji and what are the respective numbers of Fijians, Indians, Europeans
and others therein ?

(b) Will Governthent be pleased to state the -<composition of the
present Legislative Council of Fiji ?

(¢) 1s it a fact that the Colonial Secretary has introduced a new
scheme of communal representation in the Council, and, if so, what is
that scheme ?

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

(e) Ilave Government been consulted in the matter, and, if so, what
are their recommendations ?

8ir Girja Shankar Bajpai: (a¢) A statement containing the re-
quired information is laid on the table of the House.

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

(¢) The Honourable Member’s attention is invited to my reply to
Mr. T. S. Avinashilingam Chettiar’s starred qaestion No. 68 on the 2n®
of this month. ‘ :
. (d) Government have no information.

- (e) T would invite the Honourable Member’s attention to - the
gogoura.ble Kunwar Sir Jagdish Prasad’s speech in the Council of State
on the 18th March, 1935, on a Resolution moved by the -Henourabhle



"

QUESTIONS AND ANSWERS.

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 3lst December, 1934, was a8
follows :
Fijians, Polynesians and Rotumans
Indians ..
Europeans
Half-castes
Others

Total

NEGOTIATIONS WITH THE BRITISH (GOVERNMENT FOR A NEw TraDE

AGREEMENT:

716. *Mr, Ram Narayan 8ingh : Is it a fact that Government have
started new negotiations with the British Government for a new Trade
Agreement in place of the Ottawa Agreement of 1932, and if so, will

Government consult this Assembly in this matter ?

The Honourable 8ir Muhammad Zafrullah Khan : The Honourable
Member’s attention is invited to the reply given by me to Seth Govind

Dus’s starred question No. 701 yesterday.

Mr. 8. Satyamurti : May I know, Sir, whether the whole question
of the basis of the new negotiations has been referred to the Advisory

Committee which is now sitting in Simla ?

The Honourable 8ir Muhammad Zafrullah Khan : There is ne
Advisory Committee sitting in Simla, non-official Advisers have been

asked to advise the Government on the matter.

Mr. 8. Satyamurti : May I know what are the exaci terms of
reference to them, or what are their exact functions in respect of the

new negotiations to replace the Ottawa Agreement ¢

The Honourable 8ir Muhammad Zafrullah Khan : They will advise
Government as to the lines along which in their epinion the possibility

of concluding a fresh trade agreement ought to be explored.

Mr. 8. 8atyamurti : May I know if any materials or papers have

been placed before them, and if so, what are those ?

The Honourable 8ir Muhammad Zafrullah Khan : The opinions
received from Loeal Governments as well as other interests concerned
are being supplied to the non-official Advisers, and I have no doubt that
any other information which they may ecall for and which Government

are in a position to supply will be supplied to them.

Mr 8. Batyamurti : llave Government supplied the non-official

Advisers with any tentative proposals of their own !
The Honourable 8ir Muhammad Zafrullah Khan : No.



2070 LEGISLATIVE ASSEMBLY, [30TE SePT. 1936.

Mr, 8. Satyamurti : May I know if any counter proposals or sug-
gestions by the British Government have been received by the Govern-
ment of India, and if they have been placed before these non-official
advisers 1

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

Mr. 8. Satyamurti: May I know, therefore, that these non-
official Advisers have no materials before them to indicate to them the
mind of this Government or of the British Government as to the lines
on which the new negotiations are to be conducted ¢

The Honourable Sir Muhammad Zafrullah Khan : Inasmuch as
those who are invited have to advise Government as to the lines along
which negotiations should be conducted, surely there could be no lines
settled by the Government,

Mr, 8. Satyamurti : 1 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 be investigated.

The Honourable Sir Muhammad Zafrullah Kkan : 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
these non-official Advisers to England also ?

The Honourable 8ir Mubhammad Zafrullah 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. 8. Satyamurti : 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 ¢

The Honovrable Sir Muhammad Zafrullah Khan : I have already

answered that question also, that Government have had that matter
in view.

Mr. 8. S8atyamurti : May I know whether these non-official Advisers
will have all the time, the assistance of the Government, whether there
will be a continuous liaison kept between the Government and the non-
official Advisers, so that they may have the benefit of their advice and
the ultimate solution mayv be the result of the action and reaction of

these two sets of authorities, and not one set of authorities acting inde-
pendently of the other ?

The Honourable Sir Muhammad Zafrulleh Khan: All T ean say

is that there will be the fullest consnltation between the Government and
the non-official Advisers. 4

Mr. K. Ahmed : Is it open 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 illezal, they may consider and

balance in their mind, in order to impart advice to the Central Body 1
(Laughter.) R :
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The Honqurable 8ir Mubammad Zafrullah Khan : That is a very
general question.

_ Mr. 8. Satyﬁ.mnrti ! May I know whether these non-official Advisers
w;ll. be called in after the stage is reached when the Government of
India formulate their proposals and hear from the British Government
their views on those proposals, or are their funetions to be over merely
with advising this Governnient ¢

~ The Honouratle Sir Muhammad Zafrullah Khan : That is a hypo-
thetical question, but if at any stage before any final conclusion is

reached it becomes desirable that further consultations should take place,
they will take place.

Mr. 8. 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. 8. Satyamurti : Or will their recommendations or suggestions
be published ¢

The Honourable Sir Muhammad Zafrullah Khan : I cannot say.

Kimvg GeorGge MEMORIAL FUND.

717. *Mr. Ram Narayan 8ingh : (a) Is it not a fact that Government
have inangurated the King George Memorial Fund and if so, what are the
aims and objects of this movement ¢

(b) Is there any central authority to supervise and control the
eollection and if so, what is its constitution ?

. (e¢) Have Government issued any circular or circulars *o various
Local Governments and if so, will they place them on the table of this
House ?

(d) What is the total collection to this Fund all over the country till
now and how long will the collection continue and up to what amount %
(e) Is the colleetion a voluntary or a compulsory one ?

The Honourable Sir Henry Craik (a) Funds, in Delhi and in the
Provinces respectively, have been opened by the Viceroy and the Governors,
in order to raise memorials to the late King George.

() No. The Funds are separate. Contributions to the Viceroy’s
Fund are received by his Private Secretary.

(¢) No circulars have been issued.
. (d) The contributions to the Vieeroy’s Fund up to September 6th
amount to Rs. 1,15.644. No date has been fixed for the Fund to close.
(e) Tt is scarcely necessary for me to say that the Fund is being
raised by voluntary subscription.
 Prof. N. G. Ranga : For what purposes will the proceeds of these
Funds be utilised ?

: " The Honourable Sir Henry Craik : That depends on the decision
of those managing the various Funds.
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Mr. Mohan Lal Saksena : Will Government issue instructions that
subscriptions should not be collected through revenue, police and income-
tax officials ?

The Honourable 8ir Henry Craik : It would be for Local Govern-
ments to issue such circulars if they consider them necessary.

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

Mr. Ram Narayan 8ingh : Do Government realise that realisation
of subscription by 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
The Honourable 8ir Henry Craik : 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 eollecting subseription for the Silver Jubilee Cele-
bration and even the poorest of the people had to pay something towards
the same ¢

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

Mr. Ram Narayan 8ingh : 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 Narayan Singh : Will Government see the justice and
wisdom of stopping this practice of realising any subseription by officiak
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. Ranga : Will Government be pleased to state :

(a) if any representations had been made by the local residents of
Gudur in Madras Presidency for the construction of an
over-bridge over the railway line at the Gudur junectiom
station ;

(L) 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 towm imn twain, while
providing no over-bridge for people to pass convenjently from
one part of the town to the other ; and

(d) whether they propose to consider the advisability of making the
" Madras and Southern Mahratta Railway to eonstruet an
over-bridge !
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The Honourable Sir Muhammad Zafrullah Khan : (a) No repre-
sentation has been received by Government.

(b) to (d). Government have no information regarding the incon-
venience referred to. The Honourable Member is no doubt aware that
orossing 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 diseretion 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 NELULORE DISTRICT.

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

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

(b) if so, whether they propose to consider the advisability of
establishing those stations on the Madras and Southern
Mahratta Railway 1

The Honourable 8ir Muhammad Zafrullah Khan : (a) Government

have no information.
(b) Does not arise:

ALLOWANCES GIVEN TO THE MEMBERS OF THE RAILWAY ADVISORY
COMMITTEES.

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

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

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

(¢) whether they are prepared to spend the money thus saved upon
increasing the representation upon the Advisory Committeés
for the peasants and third-class passengers !

v The Henourable Sir Muhammad Zafrullah Khan : (¢) Members other

than railway or Government servants are allowed Rs. 32 for each meet-
ting attended and an extra allowance of Rs. 10 per day for any day or
dnys spent in travelling between their town of residence and the place of
meeting, for whieh the fee of Rs. 32 is not admissible. They are alse
allowed free travel betweenm their town of residence and the place a#

which the meeting is held.
(b) The question of a reduction was comsidered a few years baek but

waa negatived.
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(¢) 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 Legislative 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 Legislative Council members %

The Honourable Sir Muhammad Zafrullah Khan That is an argu-
ment. but, after all, the question has to be discussed with 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 uot the question of the scale 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. *Prof. N. G. Ranga : Will Government be pleased to state :

(a) if the recruitment to the Income-tax Department is made
through the Public Service Commission ;

(b) if not, how it is made ;

(¢) 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 8ir James Grigg : (a) No.

(b) Appointments to all non-gazetted posts are made by Commis-
sioners or Assistant Commissioners of Income-tax either by direct
recruitment or by promotion from lower grades. The posts of Income-
tax Officers are generally filled by departmental promotion from the
subordinate executive service and those of Assistant Commissioncrs
ordinarily by promotion from Income-tax Officers, but oceasionally by
appcintment from the Indian Civil Service. Commissioners are
appointed by the Government of India cither from the Indian Civil
Service or by promotion from Assistant Commissioners. The Publie

Service Commission is comtmlted when the appointments of Assistant
Commissioners are made by promotion.

(c) As appointments to all superior posts in the Income-tax Depa‘rt'—,
ment are made generally by promotion, it is not considered necessary to
make their recruitment through the Public Service Commission.

(d) No.

'P.rof. N. G. Ranga : Why is it there are no committees appointed
to advise the Income-tax Commissioners in making their appoiniments ¢
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The Honourable 8ir James Grigg : Committees of whom $
Prof. N. G. Ranga : Committees of non-official advisers.

. The Honourable Sir James Grigg : Why should there be? It
strikes me as an extraordinary suggestion that you should attach to
every Go'vernment Department a soviet, shall I say,—I do not mcan to
pe offensive—a soviet of politicians in order to ensure that appoiutwents
in Departments shall not be made on political grounds.

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

The Honourable 8ir James Grigg : Incidentally I may say, by way of
consplation to the Honourable Member, that the question of the adminis-
trative arrangements in the Income-tax Department is one of the most
iinportant matters under the consideration of the expert advisers.

RaTiFicaTiON OF THE INTERNATIONAL LABOUR CONVENTION REGARDING
ForcEp LaBoUr.

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

(a) if they have not ratified the International Labour Convention
regarding Forced Labour ; :

(1) if they have ratified it, whether they have taken any eilective
steps to put a stop to the practice of °‘ Forced Labour ”’
resorted to by their own Departments and officers ;

(¢) 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 ’’ practice
in the excluded and partially excluded areas ?

The Honourable 8ir Henry Craik : (a) The Resolution which was
adopted by the Legislative Assembly and the Council of State in 1931
runs as follows :—

¢¢ While considering that the Draft Convention on forced labour could 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
gimilar legislation in force, this Council/Assembly recommends to the Goverament of
India that they proceed to take action on all other provisions contained in the Draft
Convention and the Recommendations as soon as may be practicable.’’

(b), (c¢) and (d). Acting on that recommendation the Government
of India obtained from Local Governments information of the forms of
forced or compulsory labour occurring in the various provinees. Wher-
ever these appeared to fall within the definition of forced or compulsory
labour prohibited by the Convention, the Government of India have
‘requested the Local Governments to put a stop to them.

~ The Convention does not require that forced or compulsory labour for
public purposes should be suppressed immediately : 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 Member
what is the definition of forced labour ?



2076 LEGISLATIVE ASSEMBLY. 30T SePT. 1936.

The Honourable 8ir Henry Craik : I would refer the Honourable
Member to Article 2 of the Convention.

Mr. N. M. Joshi : May I ask whether the Government of India have
reccived any reports from the Local Governments regarding the action
taken by them ?

The Honourable Sir Henry Craik : 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
well as the action taken by the latter ?

The Honourable 8ir Henry Craik : I will consider that. I caunot
give a definité undertaking.

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

The Honourable Sir Henry Craik : That is a very wide questicn. I
could 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
conveniion and see that foreed labour is not resorted to by local hoards
as well as by the various officials of the Liocal Governments %

The Honourable Sir Henry Craik : I have already answered that.
We have asked Local Governments to put a stop to all forms of forced
Jabour that fall within the definition given in the convention, as soon as
possible.

Prof. N. G. Ranga : Are the Government aware of the fact that
district 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 foreibly ?

The Honourable Sir Henry Craik : The Convention does not require
the 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. Giri : What is meant by public purposes ¢

The Honourable 8ir Henry Craik : There again, I would ask the
Houourable Member to read the Convention.

Mr. Mohan Lal Saksena : How long is the transitional period to last ¢
Thz Honourable 8ir Henry Craik : Till some date in 1937.

Prof. N. G. Ranga : Is the Honourable Member aware that the Con-
vention laid stress upon the necessity for paying some wages to thesa
people who are forcibly made to work on public works and that no
attempt has till now been made by the various local authorities to male
any payment ?

The Honourable 8ir Henry Craik : I am not aware of that.

Mr. K. Ahmed : Will any medical man or lawyer be subject to foreed
labour if they are paid according to the rules of certain institutions and
Government as well ¢
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- Mr. Lalehand Navalrai : May I know from the Honourable Member
if officials go on tour and use labour for the pitching of tents, is that
forced labour or not ?

o The Honourable Sir Henry Craik : They are required to pay for
that.

HeLr To THE HANDLOOM WEAVERS.

723, *Prof. N. G. Ranga : Will ‘Government be pleased to statz :

(a) if they have received the resolutions passed at the Audhra
Provincial Handloom Weavers’ Conference held in July ;

(b) if they are aware of a number of conferences of handloom
weavers held in Salem, Chinglepnt, Tinnevelly and other
Districts of Tamilnaad ;

(¢) if they are aware of the general demand of the handloom
weavers expressed at all those eonferences that :

(1) sinee the handloom weavers are suffering from the competi-
tion of foreign mill-cloth and Indiam mill-cloth, the pro-
duction of cloth upto 20s., and certain kinds of cloth above
40s. ought to be reserved for the handlooms ;

(#{) that suitable steps, including the lowering of the import
duty on yarn ought to be taken to bring down the cost of
yarn supplied to the handlooms ;

(é%t) 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 ?

The Honourable Sir Muhammad Zafrulladh XKhan : (a), (b) and
(¢). 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
and 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 specifie 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 Khan : Detailed state-
ments have already been made on that subject. With regard to (¢) (i)
there is strong repugnance towards the suggestior on the part of the
mill-owners.

Mr. X. Ahmed : Is it not a fact that the produet of the handloom
work costs much more than the product of the mills and it is no use
going in for Khaddar or hand spun eloths for the purpose of consump-
tion because it costs much more ?

' The Honeurable Sir Muhammad Zafrullah Khan : That may be the
experience of the Honourable Member.
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Mr. 8. Satyamurti : May I know whether Government are -con-
gidering these two geustions, lowering of the import duty on yarn, and
the increase of the subvention to handlooms ?

The Honourable Sir Mubammad Zafrullah Khan : No, with regard
to (¢) (). With regard to (#:) my Honourable colleague in charge ‘of
the Industries and Labour Department has already explained the posi-
tion.

Mr. 8. Satyamurti : May I know why not with regard to (¢) (#)!?

The Honourable 8ir Muhammad Zafrullah Khan : Because Govern-
ment consider that no case for reduction has yet been made out.

Prof. N. G. Ranga : 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 §

The Honourable Sir Muhammad Zafrullah Khan : No, Sir.
Prof. N. G. Ranga : Why not, Sir ?

The Honourable Sir Muhammad Zafrullah 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 ¢

The Honourable Sir Muhammad Zafrullah Khan : The Honourable
Member is aware of it as well as myself.

Dr. Ziauddin Ahmad : Government are not contemplating the
reduction of duty of yarn. May I ask whether Government is not con-
sidering it on account of revenue or whether they think that this thing
is not required for the protection of the handloom weavers ?

The Honourable Sir Muhammad Zafrullah 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 Nilakantha Das: Are the Government thinking of any
rebate or drawback to the handloom industry ¢

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

Pandit Nilakantha Das : Are they considering this aspect of the
question—rebate or drawback. ’

The Honourable S8ir Muhammad Zafrullah Khan : I have already
said that no decision 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 Corrpn
TEXTILE INDUSTRY UPON THE HaNDLOOM WEAVERS.

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

(@) if they have examined the direct or indirect effects of the

recommendations of the Special Textiles Tariff Board, 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

(¢) if so, what they propose to do to protect the handloom weavers
from the adverse effects of lowering the protective duties,
which is recommended by the Special Tariff Board $

¥ 'I'ém Honourable 8ir Muhammad Zafrullah Khan: (2) and (b).
es, Sir.

(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 faet 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

the import duty in giving effect to the recommendations of the Special
Tariff Board ?

The Honourable 8ir Muhammad Zafrullah Khan : That is an argu-
ment, not a question.

RECOGNITION OF THE ANDHRA PASSENGERS’ ASSOCIATION, BEzwana, BY
THE MADRAS AND SOUTHERN MAHRATTA RAmway.

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

(a) if the Andhra Passengers’ Association (Bezwada) has applied
to the Madras and Southern Mahratta Railway for
reccgnition ; '

(b) whether it is a faet that it ‘ﬁas not yet been recognised by the
Railway Agent ; and

(¢) if so. whether 'they are prepared to see that the said Asso-
ciation which has been functioning for the last eight years
is recognised soon ?

The Honourable Sir Muhammad Zafrullah Khan : (a), (b) and
(¢). T am not aware-of what the Flonourable Member means by the term
*‘ recognition ”’. Tt is obviously open to the Association referred to, as
to any other organised body, to make such representations to the Rail-
way Administration as may he considered necessary or desirable.

Prof. N. G. Ranga : Is it not a fact that the various communieca-
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 S8ir Muhammad Zafrullah EKhan: 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 get intn toneh with the Axent of the
M. and S. M. Railway and see that necessary steps are taken to recognise
this association 1
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The Honeurable 8Sir Muhammad Zafrullsh Khan : I do not know
what the Honourable Member means by recognition of such an asso-
ciation.

Prof. N. G. Ranga : I may inform the Honourable Member 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,
answering the various points raised.

The Honourable Sir Muhammad Zafrullah 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. and S. M.
Railway not to take any notice of any complaints of such a legitimate
organisation as the Andhra Passengers’ Association ¢,

The Honourable 8ir Muhammad Zafrullah Khan : There is no ques
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 ag he may think desirable or feasible.

Mr. Mohan Lal Saksena : Is it the policy of Government not to
encourage the formation of such associations §

The Honourable 8ir Muhammad Zafrullah Khan : There is no
question of encouragement or discouragement. It is open to all who
are interested in these matters to form themselves into associations.

Qazi Muhammad Ahmad Kazmi: 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 8ir 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 ?

The Honourable Sir Muhammad Zafrullah Khan : No, Sir.
Prof. N. G. Ranga : Why not, Sir ?

The Honourable Sir Muhammad Zafrullah Khan : For the reason
that it is for the Agent to decide whether he will or will not take notice
of such complaints,

Prof. N. G. Ranga : May I know why the Agent refuses to consider
any complaints that may be brought to his notice, with a view to
pointing out defeets in the railway admlmstratlon and thus helpmg
them to improve their own efficiency *

The Honmourable Sir Muhammad Zafrullah Khan: When a com-
munication is received, I have no doubt it receives due consideration
at the hands of the Agent It is not incumbent on him to send a
detailed reply to every representation that may be made to him.
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ADDITIONAL PosTAL FACILITIES PROVIDED FOR RURAL AREaS.

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

(a) what kind of additional postal facilities have been provided
for rural areas since January, 1935 and to what extent ;

(b) how many rural post offices, and post-boxes have been opened
in different provinees ; and

(¢) what further facilities are proposed to be offered to rural
areas {

The Honourable 8ir Frank Noyce : Information has been called
for and a reply will be placed on the table of the House in due course.

Mr. 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 Honourable 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 these post
offices and sub-post offices in the rural areas there is wuot a single
postman appointed ¢

The Honourable 8ir 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 %

The Honourable 8ir Frank Noyce : No, Sir. The provision of such
facilities is a matter for the Posts and Telegraphs Department.

Prof. N. G. Ranga : What is the answer to part (¢) of this ques-
tion ¢

The Honourable 8ir Frank Noyce : The answer to part (¢) of the
question is the same as the answer to parts (¢) and (b). The informa-

tion has been called for and a reply will be placed on the table of the
House 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 radio facilities to villages ?

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

Mr. Lalchand Navalrai : May I ask the Honourable Member if the
Government are aware that in the rural areas in Sind where post offices
L346LAD B
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are needed and the public want them and yet they are not heing
opened ? If the Honourable Member does not know thls will he kmdly
make irnquiries in the matter !

The Honourable 8ir Frank Noyce: I am quite aware of that fact
and, as the Honourable Member should be aware, I have devoted rather
speeial attention to the question of Sind from time to time.

Prof. N. G. Ranga : Part (¢) 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 letters in these villages $

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

Mr. N. M. Joshi : May I ask whether postal service is not a mono-
poly of the State, and if it is a monopoly, whether inconvenience is not
caused to the pubhc if the monopoly service is not universalised ?

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

PROPOSED RETRENCHMENT OF RAILWAY STAFF AND THE LOWERING OF
WAGES AND SALARIES.

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

(@) whether they have asked the representatives of railwaymen to
agree to the proposed retrenchment of staff and to the
lowering of wages and salaries ;

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

(¢) whether it is not a faet, (¢) that since 1929 more than a lakh
of railway workers. drawing less than Rs. 100 per mensem
had been retrenched, and () 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 reduce
their wages and salaries !

The Honourable 8ir Muhammad Zafrullah Khan : (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 :

() Retrenchment of staff on State-managed Railways ;

(%) New scales of pay so far as they relate to State-manag®d
Railways.

The results of discussions at these two meetings were summarised
and published in Railway Board’s communiqués, dated the 9th Apul
1936, and 10th July, 1936, respectively, copies of which are in the
Iabrary of the Honse.
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<. £6) (s) and (4). :The total‘number of gtaff employéd on the prin-
cipal railways in 1929-30 and 1934-35 respectivel§ was as follows :
1 1929-30 .. .. .. 759,966
11934-35 .. " .. .. 646,218

Government have no separate information in respeet of staff drawing
legs than Rs. 100 per mensem and those drawing more than Rs. 100.

l‘j"“ (d) I would refer the Honourable Member to the reply given to
part (a) of starred question No. 644, asked by Dr. Ziauddin Ahmad on the
28th September, 1936. Government have no proposal for any general
lowering of the wages and salaries of staff already in service.

‘Mr, N. M. Joshi : May I ask whether the Railwaymen'’s Federation
have not asked for an inquiry into the dispute regarding the retrench-
ment on Indian Railways ?

The Honourable Sir Muhammad Zafrullah Khan: The information
is contained in the two communiqués to which I have referred.

. Mr. Lalchand Navalrai : 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 correet or not ?

The Honourable Sir Muhammsad Zafrullah Khan : I have said that
information is not readily available separately with regard to staff
drawing above Rs. 100 and below Rs. 100.

Mr. N. M. Joshi : May I ask whether the Government ptopofe to
agree to the request of the All-India Railwaymen’s Federation for an
inquiry into the dispute regarding retrenchment %

The Honourable 8ir Muhammad Zafrullah Khan : No, Sir.
Mr. N. M. Joshi : Why not, Sir ¢

The Honourable 8ir Muhammad Zafrullah Khan : For the reasons
which were given by the Chief Commissioner.

Mr. Lalchand Navalrai: Will the Honourable Member then find
out whether it is a fact that the higher paid people have not been
retrenched to the proper extent ¢

The Honourable Sir Muhammad Zafrullah Khan : I have not the
slightest doubt that they hawe been retrenched to the proper extent.

Mr. K. Ahmed : Is it not a fact that the principle observed in the
matter of retrenchment was in accordance with the procedure laid
down ? So the number being less amongst people drawing higher
salaries were in smaller extent retrenched ? At the same time, follow-
ing the rules of the Government and the procedure 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 Muhammad Zafrullah Khan : Obviously, Gov-
ernment think that they were justified in laying down the procedure.

Dr. Ziauddin Ahmad : It is not a fact that not a single man draw-.
ing a salary of Rs. 500 and more was ever reirenched and the retrench-
ment in the case of the higher officers always meant shifting from one
department to another ?

L346LAD B2
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The Honourable Sir Mubammad Zafrullah Khan: I would require
notice of that question.

RULES FRAMED BY THE GOVERNOR GENERAL IN CouNciL AND THE LocaAL

GOVERNMENTS UNDER SECTION 401 (6) oF THE CopE OF CRIMINAL
PROCEDURE.

728. *Mr. 8. Satyamurti: 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 Honourable 8ir Henry Craik : The Governor General in Council
has not by general rules given directions as to the suspension of
gentences. But the Home Department Notification, dated the 19th
June, 1933, (a copy of which is in the Library) econtains 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 persons under
sentence of death.

Mr. 8. 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

The Honourable Sir Henry 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. 8. Satyamurti : Are there any special rules ¢

The Honourable 8ir Henry Craik : No.

Mr. K. Ahmed : Is the Honourable Member aware that there are
rules at the back of the Indian Criminal Procedure Code and auy
lawyer who happens to have read and passed an examination in the
Criminal Procedure Code is familiar with them ¢

The Honourable 8ir Henry Craik : That question is addressed to
my Homnourable friend opposite, I think.

) Mr. K. Ahmed : TIs it not a fact that judicial discretion is exercised
in the matter of suspension or remission of sentences under section 401,
Criminal Procedure Code ¢ B

Mr. 8. Satyamurti : If necessary, I shall answer that question. I

am not talking of judicial discretion but of executive diseretion. My
Honourable friend knows nothing of what he is talking about.

DEMOLITION OF THE SUPERIOR STAFF QUARTERS IN THE DICKY Bazar w*
S8aEARANPUR REMoUNT DEPOT.

" ;2? *Qazi Muhammad Ahmad Kazmi : Will Government be pleased
ate :

(a) whether it is a fact that the Army Department have: Edecided to
demolish the superior staff quarters in -the Dicky Bazar, in
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Saharanpur Remount Pepot ; it so, what thé reasons are
for this decision ; ! : S are

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

(c) whether 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 miles further away from the city and the present
quarters ;

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

(e) wheth.er it is a fact that the members of the staff have protested
against this proposed change as being highly inconvenient
to them in all respects ;

(f) 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 ;

(g9) 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$, why not ; and

(¢) if the answer to part (k) be in the negative, whether they
have considered the advisability of making the new quarters
for the staff in the Dicky Bazar itself ; if so, with what
result ; if not, why not ?

Mr, G. R. F. Tottenham : (¢) Yes, they are unheaithy and ins_ani-
tary and it is no longer economically possible to maintain them in a
satisfactory state of repairs.

(b) No.
(¢) No.
(d) No.
(e) No.
. (f) No. Several eomplaints have been made regarding the unsatis-
factory nature of the buildings.
(g) No.

(k) No, for the reasons given in reply to parts (a) and (f) and as
the proposed site is nearer the city than the existing quarters.

. (¢) For administrative and hygienic reasons. Government have decided”
that it is not desirable to build the new quarters on the old site..

Qazi Muhammad Ahmad Kazmi : Is it a fact that the European
quarters are close to thie bazar and are they quite sanitary ¢

Mr. G. R F. Tottenham : The Honourable Member has 'got _aquﬁef
question later on when I shall give him an answer to that question.
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Qazi Muhammad Ahmad Kazmi: So far as sanitation is con-
cerned, what is the distance of these quarters frem the European
quarters which are considered to be satisfactory !

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

Qazi Muhammad Ahmad Kazmi : Are they not close to them ?
Mr. G. R. F. Tottenham : I do not know.

Qazi Muhammad Ahmad Kazmi : 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 ?

Mr. G. R. F. Tottenham : 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
whe present place § Is it lower than the adjoining place ?

Mr. G. B. F. Tottenham : I have not enquired. I was not asked to
do so.

Qazi Muhammad Ahmad Kazmi: Did the Honourable Member act

apon the recommendation communicated to him by the staff about the
sanitary condition of the place ?

Mr. 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 have already given.

Qazi Muhammad Ahmad XKazmi: Has the Honourable Member
enquired about the rent that is now being paid by the superior staff
for their quarters.

Mr. G. R. F. Tottenham : I was not asked to.

Qazi Muhammad Abmad Kazmi: That question was specifically
put in part (b) : whether it is a fact that the present quarters are
held only at a nominal rent by the superior staff ¢

Mr. G. R. F. Tottenham : I have answered, no.

ko Qazi Muhammad Ahmad Kazmi: What is the rent, I want to
ow.

Mr. G. R. F. Tottenham : The Honourable Member only asked if
the rent is nominal and I have answered, no. If the Honourable Mem-
ber wanted to know the actual rent, he should have put down a ques-
tion to that effect. -

Qazi Muhammad Ahmad Kazmi: What is the rent which the
Honourable Member calls nominal which made him answer, no, to this
question ¢

Mr. President (The Honourable Sir Abdur Rahim) : It is the
Homourable Member in his question who referred to nomipal rent. If
he wanted to know the actual rent, he should have drafted a specifie
question to that effect.

Qazi Muhammad Ahmad Kazmi: What would be the rent of the
new quarters ?

Mr. G. B, P. Tottenham : T have not been asked o find out.
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QUARTERS FOR THE STAFF OF THE SAHARANPUR BREMOUNT DEpor.,

730. *Qazi Mu.hammad Ahmad Kazmi: (¢) Will Government be
pleasca to state whether it is necessary for them to provide superior staff
of a Remount Depot with quarters ? If so, under what rules ¢

(b) If the answer to part (a) be in the negative, what is the reason
for making new quarters for the superior staff in Saharanpur Remount
Depot at a distance of two wiles from the presenl quarters and investing a
large sum of money in them ?

(¢) What is the sum of money spent in the new quarters of the menial
staff and what is the estimate of the projected buiidings ?

M.r: G. R F. Tottenha.gn : (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.

(¢) The expenditure on the new quarters for the menial staff amounts
to about Rs. 42,000, The estimate for the projected buildings is
Rs. 10,000.

Qazi Muhammad Ahmad Kazmi: Does the Honourable Member
4now 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.

Qazi Muhammad Ahmad Kazmi : The Honourable Member said that
there is no obligation for the Government to build quarters for the
superior staff, but for the purpose of convenience and efficiency, they
may build quarters. My question is that efficiency and convenience
can only mean nearness to the City ?

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

Qazi Muhammad 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 economical and conducive to efficiency.

Qazi Muhammad Ahmad Kazmi : Are they going to save any money
or spend more money, or are they going to get any money out of rent !

Mr. G. B. F. Tottenham : They are going to get rent.

.. - Mr. Mohan Lal Saksena : Have the Government ascertained whether
the superior staff is going to occupy these quarters ¢

Mr. G. R. F. Tottenham : Yes, Sir, they will occupy-them.
Q&n Muha;ﬁmad Ahmad Kazmi : Will they veluntarily oceupy it or
will they be forced to occupy it ¢
. Mr G R F, Tottenham : They will be compelled to live in them.
Qazi Muhammad Ahmad Kazmi: When there is no obligation on

the part of, the Government to provide quarters. why should they build
quarters at a long distance from the City away from all amenities of

civilised life and .then force the staff to ocenpy them *?
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Mr. President (The Honourable Sir Abdur Rahim) : That is mere
_argument.

Mr. G. BR. F. Tottenham : The Honourable Member seems to think
that a certain number of Government officials have a grievance. These
offizials are perfectly entitled to make representatmn to the Govern-
ment through the proper channel. We have received no represen‘ratlons
of any kind from official quarters. Our information is that the
people 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 ?

Mr. G. R. F. Tottenham : Who said they were two miles away ?
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, *Qazi Muhammad Ahmad Kazmi: (¢) Will Government be
pleased to state whether it is a fact that the present Dicky Bazar is
situated close to the bungalow of the officers of the Remount Depot,
Saharanpur, and the European officers have resented the closeness of the
Indian habitation to their houses ?

(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. BR. F. Tottenham : (a) No.

(b) I would refer the Honourable Member to the reply 1 gave to
part (a) of his question No. 729. W oca.com

Qazi Muhammad Ahmad Kazmi: What is the distance, may I
know ?

Mr. G. B. 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 CONSTRUCTION OF an'mns
FOR THE MENIAL STAFF OF THE BAHARANPUR REMOUNT DEPOT.

732. *Qazi Muhammad Ahmad Kagmi: (¢) Will Govemment be
pleased to state whether it is a fact that a mango garden existed at the
place to which the quarters of the menial staff of Remount Depot,
Saharanpur, have been removed, and to which the quarters of the superior

staff are proposed to be removcd nnd part of that garden has been cleared
for those quarters !

(b) If the answer to part (a) be in the affirmative, will Govemmenf
be pleased to state whether the fruit of the garden used to be sold at
about Rs. 10,000 per year ! If not, for what sum were they sold ?
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(c) If the answer to part (b) be in the affirmative, what were the
reasons for clearing away that garden ¢

Mr. G. BR. F. Tottenham : (¢) and (c). The new quarters for the
menial staff were constructed on a portion of the garden in which 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 Rs. 10,000. The average sale proceeds rarely ex-
ceed Rs. 1,000 per annum.

Qazi Muhammad Ahmad Kazmi : When was 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. Tottenham : If the Honourable Member wanted

information on that point, he should have 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 unpro-
ductive. How did the Honourable Member satisfy himself that the reply
which his staff sent him that the garden was unproductive was correct ¢

Mr. G. B. F. Tottenham : 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.)
Mr, Mohan Lal 8aksena : May I know in which year it fetched
Rs. 10,000 ¢

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

Dicky Bazar IN THE SAHARANPUR REMOUNT DEPOT.

33. *Qazi Muhammad Ahmad Kazmi : Will Government be pleased

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

(b) if it is a fact that a pucca temple and pucca mosque existed in
the Dicky Bazar ;

(¢) whether Government have considered that the gradual excava-
‘tion of the Dicky Bazar would lead to the desertion of the
temple and:the mosque ; if so, tht arrangement have they
made to stop such dese,rtlon ?

(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 ; if so, what arrangements have Government made
for them ; if none, why not ¢

Mr. G. R. F. Tottenham : (a¢) Approximately since 1843.
(b) Yes.

(¢) and (d). It will still be possible for persons who wish te de se
to use the existing places of worship. No new arrangements are there-
fore necessary.

War BoNDs AND CasH CERTIFICATES ISSUED DURING THE GREAT War
REMAINING UNPAID.

734. *Mr. Lalchand Navalrai : (a) Will Government be pleased to
slate 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 ?

(¢) How much money of these war bonds and cash certificates have
been claimed and paid up, since August 1934 ¢

(d) What attempts do Government make to find out the depositors
or their heirs ? :

(e) With reference to the reply to question No. 402 by Bhai
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 postal registers to enable them
tn answer as to how many war bonds and postal cash certificates have not
been cashed, even after the expiry of 12 years, by their purchasers without
their renewal ?

(f) Are there any unpaid old war bonds and cash certificates which
are not likely to be claimed by the depositors owing to the lapse of long
time, or on account of their or their descendants’ whereabouts not being
known *?

(¢) What do Government propose to do with reg-ard to such war
bonds and cash certificates ?

(k) Are Government prepared to transfer the amount of these
bonds and cash certificates as loans to respective Provincial Governments
Tor nation-building purposes subjeet to their lability to'pay the claimants
when called upon * If not, why not ¢ :

The Honourable 8ir James Grigg : (a) and (e). Government have
been able to obtain the following figures from their registers :—

War Bonds Rs. 11,73,000,
Cash Certificates Rs. 22,52,000.
(b) The information is not available.
(¢) War Bonds Rs. 87,000. Cash Certificates Rs. 40,000.

(d) Payment is only made when a Bond or Certificatd is surrendered.
As War Bonds are transferable either by endorsement in the case of Pro-
missory Notes or by delivery in the case of Bearer Bonds, Goyernment are
nnable to find ont their present owners. Any action on the part of Gov-
ernment to trace ownemship of Cash Certificates would eatail considerable

<
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epditure and would give rise to falge claims, litigati d consequent
eltg to Government. & ‘ Hgation an e

(f) 1 am not in a position to say.

(g) The money will be paid to the holders whenever they can estab-
lish their claim.

(k) No.

Mr. Lalchand Navalrai : With regard to clause (kh), may I know
if Gouvernment 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
some money if we were prepared to give it to them. The answer to
that would be too easy.

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

The Honourable 8ir 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.

Mr, Mohan Lal Saksens ; Will Government publish in the news-
papers the numbers of these war bonds and cash certificates for the

information of these owners ?

The Honourable 8ir James Grigg : I must have notice of that
question.

PavymeNT oF Fur VALUE FoR TorN CURRENCY NOTES.

735. *Qazi Muhammad Ahmad Kazmi : Will Government be pleased
to state : '

(a¢) whether it is a.fact that up to the middle of the year 1932, the
Currency Department 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 ; .

(b) whether it is a fact that sinee the time mentioned in part (a), or
thereabout, the Currency Department, Government Treasuries
and other Departments have been instrueted not to give full
value for such currency notes if they are tern throuch
the number of the note, even though the figures of the
number be intact and the Department are satisfied that
they form part of one and the same note ;

(¢) whether it is a fact that for all such currency notes of the
type mentioned in part (b) above, the Department pays only
half the value ;

(d) if the answer to parts (a), (b) and (c) be in the affirmative,

' whether they have considered the great inconvenience and
loss agused to the public by this practice ; and
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-(e) whether they have considered the advisability of ordering 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 not, why not ?

The Honourable Sir James Grigg : I would invite the attention of the
Honourable Member to the replies to Pandit 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. 8. S8atyamurti : Will Government please state what import

duty is imposed on railway stores in general and railway locomotives in
particular ? '

The Honourable 8ir James Grigg : I would refer the Homnourable
Member to the First Schedule to the Indian Tariff Act, 1934, a copy of
which is in the Library.

ImporT DUTY ON MoOTOR VEHICLES.

737. *Mr. 8. Satyamurti : Will Government please state why the
import duty on motor vehicles is heavier than on railway locomotives 1

The Honourable S8ir 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. 8. Batyamwrti : 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 *?

The Honourable 8ir 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
a8 in the case of motor vehicles.

Prof. N, G. Ranga : Is this import duty on motor vehicles levied in
proportion to the cost of the motor vehicles ?

The Honourable 8ir James Grigg : It is on an ad valorem basis.

There is no specific duty, to the best of my recollection, on motor
vehicles,

PAaYMENT oF LanD Tax BY Rarmway COMPANIES,

738. *Mr. 8. Satyamurti : Will Government please state whether
the Railway Comparies pay land tax on all land over which their per-
manent-way runs {

The Honourable 8ir Muhammad Zafrullah Khan : It is presumed
that the Honourable Member is referring to the assessment of land
revenue. If so, he is referred to the notes below rule 9 in Appendix L
to the Revised Rules relating. to the Acquisition of Land for Railway
Purposes, 1918, a copy of which is in the Library of the House.
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. Mr, 8. Batyamurti : Will the Honougable Member kindly tell me
whether they do pay land tax or not § He can say yes or no.y

The Honourable 8ir Muhammad Zafrullah Khan : No, Sir, it cannot
be answered as yes or no. Different considerations apply to different
kinds of .land. If land is acquired from private people and is of a cate-
gory whlch' was already assessed to land revenue, certain considerations
apply. If it is acquired from a Local Government or other authority
apd was 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 AND MUNICIPALITIES BY
Rammway CoMPANIES.

739. *Mr. 8. 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 ?

The Honourable 8ir Muhammad Zafrullah 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 merits.

RESTRICTION OF THE NUMBER OF AIRCRAFTS OPERATING BETWEEN VARIOUS
CENTRES IN INDIA.

740. *Mr. 8. 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 aircrafts becoming in future a serious competitor
to all other forms of {ransport ¢ 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. 8. Satyamurti : 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 RATLWAY STORES, STOCK, PLANT AND MACHINERY, ETC.

741. *Mr, 8. Satyamurti : (a) Will Government please state whether
they have taken the necessary steps to see that all obsolete railway stores,
stock, plant and machinery, as certified by an indepsndent authority, are
written off before they take over any Railways {

(b) Will Government please state whether steps have been taken by
them to see that all railway build'ngs have been depreciated by an in-
dependent authority to present day values and are in a perfect state of
repair before being taken over from any railway ?

N
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" (¢¥ Wilt Government please state whether the' items of-‘depreviation
and obsolescence mentioned in parts (a¢) and (b) will be written off
from the amount whieh ‘would be paid by.the Government of India €6 the
Railway Companies whose shares they are acquiring ¥

The Honourable Sir Muhammad Zafrullah Khan : (¢) Yes. In the
past when the management of State-owned lines (such as East Indian,
Great Indian Peninsula and Burma Railways) was taken over by Govern-
ment, an investigation by speecial officers was made in order to see whether
any adjustment in accounts was necessary on account of undue accumu-
lation of surplus and obsolete stocks, etc.

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

(¢) The amounts payable on purchase are fixed by the relevant
contracts ; but any adjustments permitted by the contracts will be made
when a final settlement is arrived at.

Mr. 8. 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 ?

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

Mr. 8. Satyamurti : With reference to clause (¢), 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 Mubammad Zafrullah Khan : I did not say the
rules. I said the terms of the contracts.

Mr. 8. Satyamurti : I am sorry. May I know whether Government
have any information as to the difference between actual depreciation
in the case of these railways and the depreciation which they are entitled
to take account of according to the terms of the contracts ?

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

ImMporT AND ExcisE DuTiEs oN COAL USED BY RAILWAYS.

742. *Mr. 8. Satyamurti : (¢) Will _Government please state what
is the import duty on coal used by the rallways ?

(b) Will Government please state what is the exeise duty on eoal
mines in this country and used by the railways ¢

e

+(¢) Will Government please state why they impose such a heavy
import duty on petrol in view of the very low import duty and the
absence of excise duty on coal ¢

The Honoura.b}e 8ir James Grigg : (a¢) The rate of duty on coal (for
whatever purpose intended) is 10 annas per ton. :

(3) Coal is not subject to an excise duty.
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. (¢). Coal is the fuel employed in mdustrxes, railways and certain
d)mr enterprises. ‘The duty has béen kept low I order not to impose too
heavy a burden on the industries of the country and public utility
concerns. These considerations are not applicable in anything like the
same degree to petrol, the duty on which has been ﬁxed with reference
to the necessities of the revenue. :

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

The Honourable 8ir 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 INCOME-TAX PavERs
TO SBEND IN THEIR RETURNS.

743. *Mr. 8ri Prakasa : (a¢) Is it a fact that on the very first day
of a new financial year the Income-tax Officers send out notices to all
income-tax payers to send in their returns within 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 accounts within such a short time, and that such extencion is
invariably given ?

(¢) Are Governmenl prepared to ask Income-tax Officers to send
notices to different income-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 ?

The Honourable 8ir 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
a period of not less than 30 days for the furnishing of the returns.

(b) No.
(¢) The Government see no reason to issue such instruetions.

Mr. Sri Prakasa : 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 Honourable Sir James 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
payers 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 rotices are sent out
within a week of the beginning of the financial yesr 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 f

The Honourable 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 provmee to province. Do I understand from the Honour-
able Member that in the case of companies which have audited acgounts
Jt is 1mp0581b1e to produce them within 30 days of the 1st April ¢

Mr. 8Sri Prakasa : I am talking of private individuals like myself.

The Honourable 8ir James Grigg : Frankly speaking, I do not think
that a private individual who is not dependent on audited accounts can
complain if he is given 30 days to make up his accounts ; 30 days is the
period allowed by law.

SHORT NOTICE QUESTION AND ANSWER.
Dury oN THE IMPORTS OF ADEN SALT INTO INDIA AFTER SEPARATION.

Mr. Husenbbai 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 8ir James Grigg : In the ordinary course, Aden salt
would, on separation, cease to be entitled to the benefits enjoyed by
Indian salt under the Salt Additional Import Duty Act ; but the Govern-
ment of 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 Governcr
General in Council by section 23 of the Sea Customs Act.

Prof. N. G. Ranga : 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 ¢

The Honourable 8ir James Grigg : Yes, Sir : I am aware of that and
T 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 8ir 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
extended, the Indian firms and not the Italian firms in Aden will get the
same facilities as Indian manufacturers in India ?

The Honourable 8ir 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 1§
India is to some extent restricted in order to facilitate the imports o
salt from Aden ?

The Honourable 8ir 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 result is.



MOTION FOR ADJOURNMENT, -

GOVERNMENT’s CURRENCY PoLicy.

; , ) Lo . Lo .
lr Preadqnt (The Honourable Sir Abdur Rahim) : I have received
notice of a motion for adjournment of the House from Qazi Muhammad
Abmad 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 urgent
pul?hc importance, viz., the failure of the Government of India to review
their currency policy and keeping an appreciated value of the rupee im
spite of the world-wide depreciation of the currencies, chiefly brought
about by the decisions of the European States.’’

Is there any objection to it ?

The Honourable 8ir James Grigg (Finance 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 matter 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. Buf,
in addition, there is a definite misstatement in the notice of motion. It
says ‘‘ 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.
Now, a decision of the gold bloc does not constitute a world-wide deci-
gion, 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. 8. Satyamurti (Madras City : Non-Muhammadan Urban) : This
ig arguing the case, Sir, without giving an answer to the point whether

objection is taken. _
Mr. President (The Honourable Sir Abdur Rahim) : It is arguing

the case.
(2097 )
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The :Honourable 8ir James Grigg : I have got one more sentence to
#8y, because this is a very important matter.. Any other decision:would
be ‘contrary to India’s interests...... -

Mr. 8. Satyamurti : He cannot say that......

.. The Honourable 8ir James Grigg : And it would be contrary to the
interests of international recovery at a time when there is greater hope
of imternational co-operation in currency matters than at any time for
the last five years. .....

Pandit Govind Ballabh Pant (Rohilkund and Kumaon Divisions :
Non-Muhammadan Rural) : Are these remarks in order ?

Mr. President (The Honourable Sir Abdur Rahim) : I cannoi say
that the Honourable Member is not in order, but he is really speaking on
the merits of the motion.

.. Pandit Govind Ballabh Pant : I suggest that he could say all that
when the motion is discussed.

i Mr. President (The Honourable Sir Abdur Rahim) : What I
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 not.

Pandit Govind Ballabh Pant : T would suggest to the Government
as this is a very important matter, they should give us a day for the
consideration of this motion. In that case this will be withdrawn.

The Honourable 8ir James Grigg : That is another matter.

Qazi Muhammad Ahmad Kazmi (Meerut Division : Muhammadan
Rural) : Sir, so far as delay is concerned, I may submit that the
Honourable the Finance Member himself admits it is a very important
matter, but he wants 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 news created any repercussions 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 Members who are for leave being granted
will rise in their seats.

(More than twenty-five Members having risen.) .

Mr. President (The Honourable Sir Abdur Rahim) : As more than
25 Members have risen, the motion will be taken up at 4 o elock.

Honourable Members ought not to carry on conversation loudly in
the House : it is very difficult for the Chair to make itself heard.

THE INDIAN COMPANIES (AMENDMENT) BILL——contd.

Mr. President (The Honourable Sir Abdur Rahim) : The House will
now resume consideration of the Bill further to amend the Indian Com-

panies Act, 1913, for certain purposes, as reported by the Select Com-
mittee. **



AL LT THE INDIAN. COMPANIES: (AMENDMENT) BILL. 200

Pandit Govind Ballabh Pant (Rohilkund and Kumscn oHivisio
- ] . ns :
~ Nun-Muhammadan  Rural) : Sir, I move : :

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

.1 suggest, Sir, that the word  or ’ should be added after the word
‘ mismanagement ’, and then the clause will run as follows : ‘

.. ‘* A company by resolution passed at u general meeting, of which -noticé has
been given to the managing agent, in the same manner as to members of the company,
remove a managing agent for fraud, or breach of trust, or gross negligence or mis-
management, or if he is convicted of an offence in relation to the affairs of a com-
pany ”’, -

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, clause 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 megligence, breach of trust or breach of duty should also
justify the removal of the managing agent. The other day while speaking
on the subject, the Honourable the Law Member made the following
remarks :

‘¢ Now, Sir, Mr. Avinashilingam Chettiar madé a suggestion which, I venture to
submit, required serious consideration. The House will remember that he made
certain 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 misconduct,
whether it is a case of embezzlement or theft or cheating or misappropriation or fraud.
He iy 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

disability.’’

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
a8 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 T need not take more
time in placing it before the House for its acceptance.

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

moved :

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

The Honourable 8ir Nripendra Sircar (Law Member) : Sir, T am
opposing this amendment, not in the interests of the managing agents,
but jn 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 different heads for which a servant can
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be dismissed. My friend has picked out four of them, namely frand;
gross negligence, breach of trust and mismanagement. Now, Su- the
result of that will be as if the other grounds are not open to the shn.re-_
holders for his removal. We are gaining nothing, but we are losing some-
thing 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
dismiisged. 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 ¢ I
submit, Sir, if the general law is left untouched, it is mueh more favour-
able to the masters, namely the shareholders than this amendment. Sir,
I oppose this amendment.

. Mr, President (The Honourable Sir Abdur Rahim) : The question
13 :
‘‘ 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 8om (Dacea 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 convicted of an offence in relation to the affairs of the company
punishable under the Indian Penal Code and being under the provisions 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
dishonest character in relation to a company, he is not to be trusted.
What T submit is, & man cannot be honest and dishonest compartmentally.
1f a man is dishonest. he will be dishonest in regard to all matters.
Simply because he does not deal honestly in regard to a certain affair, he
cannot always be called dishonest ; it may be an accident that he does not
deal honestly in regard to his company. I submit that the Honourable
the Law Member would please see his way to accept this amendment, that
ig, if » man is convicted of an offence involving moral turpitude........

The Honourable 8ir Nripendra Sircar : What is moral turpitude ?

Mr. Suryya Kumar Som : Moral turpitude is a word which has
by this time acquired a very common significance ; just as if you say an
Arva Samajist, he may be Hindu, a Christian or anybody, it is very diffi-
cult to define it exactly. But everybody understands it.

The Honourable 8ir Nripendra Sircar : What are the sections of
the Penal Code you have in mind ?

Mr. Suryya Kumar Som : Cheating, theft, criminal misappro®
priation, breach of trust and other things.

The Honourable Sir Nripendra Birmr - What about 3761 _

Mr. Suryva Kumar Som : Rape ? T

© Dr.” Ziauddin- Ahmad: (T'nited - Provinces .Sounthern: Divigions. :

Huhamma,dan Rural) : Is negligence moral turpitude-t. ... i .44
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. Mr. Suryya Kumar 8om : No. Moreover, it is an’ enghling sec-
tion ; it is not a mandatory section. It is not a command that a man,
il .tol}nd to be so and so, should be removed. It is only an enabling section
and it will be for the company to consider to what extent they will go.
My point is that in extreme cases which lie on the border line betwzen
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
no such thing as any offence of fraud in relation to the company,.pgr do
we find any reference to it in Mr. Sen’s report, and it was only during
the discussion in the Select Committee that this change has been intro-
duced. I hope the Leader of the House will accept my amendment. '

h{r. President (The Honourable Sir Abdur Rahim) : Amendment
move(

‘¢ That in clause 42 of the Bill, in sub-section (a) of the proposed section 87B,
for the words ¢ if he is convicted of an offence in relation to the affairs of the company
punishable under the Indian Penal Code and being under the provisions of the Code
of Criminal Procedure, 1898, non-bailable ’ the werds ¢ if he is conveited of an offence
involving moral turpitude ’ be substituted.’’

The Honourable 8ir 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 who runs
away with another man’s wife is the best business man who is available
in the market., (Laughter.)

Pandit Lakshmi Kanta Maitra (Presidency Division : Non-Muham-
madan Rural) : Does my Honourable friend, Sir Homi Mody, accept
that ¥  (Laughter.)

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

¢ That in clause 42 of the Bill, in sub-section (a) of the proposed section 87B,
for the words * if he is convicted of an offence in relation to the affaivs of the company
punishable under the Indian Penal Code and being under the provisions of the Code
of Criminal Procedure, 1898, non-bailable ’ the worde ‘ if he is convicted of an offence
involving moral turpitude ’ be substituted.’’

The motion was negatived. e
Dr. Ziauddin Ahmad : Sir, I move :

“¢ That in clause 42 of the Bill, in sub-section (a) of the proposed section 87B,
the words ¢ and being under the provisions of the Code of Criminal Procedure, 1898,
mon-bailable* be omitted.”’

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

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

. “¢ That in clause 42 of the Bill, in sub-section (a) of the Qroposed section 87B,
fhe words ‘ and being under the provisions of the Code of Criminal Proceduré, 1898,
Slom-bailable* be omitted.’’

" Yhe Honourable 8ir Nripendra B8ircar : I oppose it without &
wpeech. (Laughter.)
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Mr. 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,

the words ¢ and being under the provisions 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 eclause 42 of the Bill, to sub-section (a) of the proposed section 87B,
the following proviso be added :
¢ Provided that u Managing Agent shall not be liable to be removed under the
provisions hereof if the offending partner, director or officer as aforesaid
shall be expelled or dismissed by the Munaging Agent within 30 days
from the dute of his convietion or if his convietion shall be set aside on
appeal ".'"
~ Sub-section (a) of section 97-B provides for the removal of a
managing agent on convietion 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
officer shall be regarded as the offence of the managing agent. The
amendment moved is intended to protect the managing agent from such a
serious penalty as the loss of the managing agency on acecount of some
act of an individual who is his partner or co- -director or employee pro-
vided the person actnally implicated is removed from his position, or
provided he is aequitted of the allezed offence on appeal. That, Sir, I
think is an entirely reasonable suggestion. If the managing agent takes
immediate steps to get rid of the wrong doer T cau <ce no reason why the
managing ageney should be forfeited. Equally if an appeal against hig
tonvietion resulted in its being set aside. it would, T consider. te mos
improper for the penalty provided in rhis seeticn to come into effect. T
must be emphasised that section 37-B does not in any sense affect or
impair the right of the cempiny o obiain compensation from the
rganap'in;: agent as a result of the commission of an offence under the see-
t:on. That is an entirely separate matter, and all that the section doas
is to impose an additional and specific penalty in such cases. The
managing agent in any case remains responsible for the actions of his
associates, and all that the amendment seeks to do is to prevent the
imposition of the specific penalty in a harsh and unconscionable manner.
Sir, T move.

Mr. President (The Hononrable Sir Ahdar Rahim) : Amendment
moved :

*‘ That in clause 42 of the Bill, to sub-section (a) of the proposed section 87B;
the following proviso be added : :

¢ Provided that a Managing Agent shall not be liable to be removed under the
provisions hereof if the offending partner, director or officer as aforesaid
shall be expelled or dismissed by the Managing Agent within 30 days
from the date of his convietion or if his convietion shall be set aside o
appeal .7’ B {

. The Honourablé\ Sir Nr:l‘pendm Bircar : S:r I would like ‘to. pm
Sit that there are a few drafting mac{.uracles in this way. .In.the
line of the proviso where it is said, ‘“ or officer as aforesaid shall be
expemw dismhisged by tha 121 m&gmﬂat the cwords T EhadliThe "
ought to be changed to ‘“ is ’”, so that it will read like thi&:¢%or offiberrus
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aforesaid is expelled or dismissed by the ’. Again, in the last line we
have the words ‘‘ or if his conviction shall be set aside on appeal . I
suggest that the word ‘‘ is ’’ be substituted for the words ‘“ shall be ’’. I
bave 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 be changed into ‘‘ mem-
ber . Subject to these changes, I accept the amendment.

Mr. S. Satyamurti (Madras City : Non-Muhammadan Urban) : There
is onc point. What is to happen in the inter-al before the conviction
is set aside ? These appeals may take a lorg time. It seems to me
there is a lacuna in this amendment. I am nct against the spirit of the
amendment. When the offending membe» goes out, there is no point
in punishing the managing agents. It seems to me, apart from the
period of limitation provided in the Code of Criminal Procedure for
appeals, there are inevitable delays in the disposal of appeals. It may
take six months, or it may take ome year. The appeal may cven go to,
the Judicial Committee of the Privy Couneil. .

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

Mr. 8. Satyamurti : It seems to me that, unless this amendment is
dralted in such a manner as to provide that once the convietion is there
the man is removed, although he may have a right to come back if
the convietion is set aside on appeal, you will be letting in a number
of months which may be anything more than a year or less than a year.
A man who is convieted and about whose guilt there is no definite
opinion until the appellate court has finally disposed of it—Wheat is
to happen to him ? This seems to me to be a lacuna which should be
looked into. Otherwise, it will mean, that taking advantage of the
time which inevitably is involved in the disposal of an appeal, criminals
who may be ultimately convicted may continue to be in managing fune-
tions, which I think the Law Member does not want.

The Honourable Sir Nripendra 8ircar : What strikes me is this.
After all he does not automatically go out on his conviection. The share-
holders have got to call a meeting and I was presuming that where an'
appeal has been filed the shareholders will possibly not wish tc proceed
{o 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
hecard any concrete suggestion from my Honourable friend as to how.
he wants the amendment to be changed. I quite see the force of his
point. T would ask him to think over this matter. When an appeal
has been filed, is it likely that the shareholders will dismiss him before

the appeal has been disposed of ?

Mr. M. A Jinnah (Bombay City : Muhammadan Urban) : Until the
appeal is:disposed. of, the conviction is suspended.
"." The Honourable Sir Nripendra Sircar : I think there will be n¢
peactical difficulty, . . ... v
1 ‘ggrdur-Bant Bingh ( West ‘Putijab v Sikk) : May 1 know if by coms
viction the Law Member means the conviction by the trial court o1 the
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ultiviale convietion. Suppose the appeal is dismissed and the man 18
let off by the High Court. I think conviction means ultimate conviclion,
I tlonk the wording will have to be changed in view of the fact that
convietion means ultimate conviction.

The Honourabie Sir Nripendra Sircar : As all parties are agrecd
aboyf the substane: of the amendment, I would suggest that this aleud-

menl"be 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
been found out that the wording does not properly give cffect to the
intention of the amendment. I think it will be possible to re-arrange the
wording, so as to make it acceptable to all sections of the House.

Mr. President (The Honourable Sir Abdur Rahim) : What is wrong
with it ? If the amendments are purely verbal, the wording could be
eorrected. 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
this 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 may not be able to take it up later.

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

Mr. President (The Honourable Sir Abdur Rahim) : Does it relate
to the same clause ?

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

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

Pandit Govind Ballabh Pant : My remarks are subject to that.
Sir, I move.

‘“ That in clause 42 of the Bill, in sub-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.”’
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 of
management made with a managing agent shall be thereupon determined withoud
prejudice. however, to the right of the managing agent to recover any moneys recover-
‘able by the managing agent from the company ; Provided that the managing agent
shall not be entitled to receive anv compensation for the premature termination of his
eoritract of management’’ ‘
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The clause as it stands reserves the right, for the benefit of the
managing agent, to claim compensation even where a company goes into
liquidation. 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 stage, a
eompany can go into liquidation only either because of some neglizence
or default on the part of the managing agent or because of his incom-
petence or inefficiency or because in very rare cases of some unavoidable
misfortune which he could not overcome because of world factors or
otherwise. It was suggested that there may be cases where a person
corners the shares and thus brings ahout a sort «f artificial liquidation
though the company, left to itself. would be able to manage the affairs
efficiently and to the advantage of the shareholders. That was the only
reason advanced 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 virtual
unanimity among the shareholders before liquidation. In the circum-
stances, there is not the least chance of a company going into liquidation
eimply 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 8ir Nripendra Sircar : They will if your amend-
ment is carried.

Pandit Govind Ballabh Pant : I think the Honourable the Law
Member 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
is under the general law.

Pandit Govind Ballabh Pant : Then, I am not aware of any case
in° which any compensation has been claimed by any agent and I am
not 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
to any such manoeuvres. Such cases will, if at all, be very rare, while
the cases in which the shareholders will be called upon to pay out 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
that a company has made calls to the extent of 25 per cent. on the shares,
mo that the shareholders have yet to pay 75 per cen:. more on the shares
held by them. Now, such a company, because of the incompetence of
the management and of the managing agent, which is not covered
whether by default or by negligence, goes into liquidation, and the manag-
img agent under the terms of his contract claims commission for 10 years
en the ground that under the agreement he is entitled to such com-
pensation in case of liquidation of the company. Now, the shareholders
may be required to pav the 75 per cent. balance of their shares and fresh
ealls may be made upon them so that the managing agent may get com-
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pensation. 1t is unthinkable that any arrangement like this should be
accepted by anybody in this House.

Now, assume for a moment that a person corners the shares, how can
he do that ? The managing agent can manipulate the value of the shares
in a much more effective manner than any other person. 1f he sees that
other people are going to purchase the shares and lie himself does not
want them to purchase them, he can easily manage to raise the value of
the shares. I will not read from Lokanathan’s book, the Old Testament,
1 assume that the Honourable the Law Member has read relevant passages
therein relating to the manipulation of the shares by the managing
agents. If a person does corner the shares, then what does he do ? He
has 10 pay a value much above the average and the normal in order to
acquire the shares with the result that the shareholders as well as the
managing agent realise more than full value for their holdings
in the company. No, even if such an unusual case did actually happen,
the managing agent would not suffer. I ask the Ilouse to consider
whether in most cases the failure of the company is not attributable to.
the wanaging agent himself. Tf the company thrives and prospers, it
is the managing agent who has the lion’s share of the profit, and if the
company goes into liquidation. then it is the managing agent who, again,.
will have the lion’s share of the capital held by the shareholders. It is
the same old story of the heads T win and tails vou lose. The share-
holder must feed the managing agent both ways. If the eompany runs,
he will have his guaranteed profit ; if the company comes to a
standstill, he must have his compensation ! What T want the House to
sonsider is this : whether the sharcholder is more to blame in the case
of the failure of a company than the managing agent, for, after all;
whatever is paid to the managing agent, is taken away from the share-
holder.  Whethker yvou pay him out of the capital money or the investment
or the holdings or the undertakings of the company or whether you make
fresiv calls on the shareholders, in every case it is paid out of the assels
belonging to the shareholders. Tf you want to pay the managing agent,
then you have to take it from the shareholder. The proposition, as it
obtains in the Bill, is of a very far-reaching character. It makes the
company liable to pay compensation whatever may be the reason for the
failure except the default or negligence of the managing agent, and how
difticult it is even to establish as to what amounts to negligence or to
default. Therefore. T submit that in cases of liquidation of the company
the managing agents should not be entitled to any compensation. I will
seck the permission of the Honourable the Law Member to place before
him another case which may not have struck him but which is worthy of
consideration. He has thonght of that hard case which is a very rare
one—and hard cases never make a gnod law—where a person in order t&-
spite a managing agent conspires with and misleads the entire company
and almost everyone of the shareholders in order to secure the hquldatlon
of the company. That seems to me almost inconceivable. But is it not
still more likely that the managing agent, when he finds that it is more o
his advantage to’ have compenenhon ra’ther than run the “business; “may
manipulate the affairs in ‘soeh < way that the: company is’ driven b&
liquidation. " And as’' & ‘result he yas’ his" pornd of flesh by way~ of ' comt
pensation ! 86 these hatd ‘¢ases have to beleft out! i Normally yot musé
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accept 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 liguidation. Sir, I move.

Mr. President (The Honourable Sir Abdur Rahim) : Amendment
moved :
‘“ That in clause 42 of the Bill, in sub-section (d) of the proposed section 87B,

the words ‘ Where the Court finds that the winding up is due to the mnegligence or
default of the Managing Agent himself ’ be omitted.’’

The Honourable Sir Nripendra 8ircar : Sir the amendment pro-
vosed by my Honourable friend, Pandit Govind Ballabh Pant, is of a
sweeping character and extremeb unreasonable 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 llonourable friend to consider other 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 1s entitled to under the law ¥ Why, for what reason ¢ Thes, 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 ’’. What 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 a number of years or a number of
months, they all get compensation because the liquidation or the winding
up means the wrongful discharge of the servants. If that is the position,
evervbody, every servant under the genoral law will get compensatien,
but not the managing agent. I say, it is extremely unreasonable. Again
when it is a question of amalgamataon or reconstruction, sure]) there is
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 case of the
Tata Industrial Bank in Caleutta, it went into liquidation for the purpose
of reconstruction. There was a eclause in the lease for forfeiture on
liguidation and the result was that my Honourable friend, Mr. Susil
Chandra Sen, who is not now here, collared a lakh of rupves, out of it.
There was a clause in the lease that in ease there was liguidation, there
would be forfeiture of the lease and perfeetly legaliy the landlord came
down and said ‘“ here is forfeiture. We do not mind why vou have gone
into liquidation, you have plenty of money, but this is liquidation '’
‘The result was that the Tata Industrial Bank had to pay a lakh of rnpees
eash and an increage of Rs. 250 per month in rent and as a consequence
the landlord waived the forfeiture. I am referrng to that- for:the pur-
whseto fs’huw‘ilm “that liqmdat‘lbh does not:: rhecessar:lv me:m that the
eompany is in difficulties, L

HETTESRe

Pandit GovindsBailabh Pant.: But mostly. T o
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The Homourable Sir Nripendra Sircar : Why should the managing
agent be treated differently from other servants of the company ?

Pandit Govind Ballabh Pant: Because he is in charge of the

whole management.

for.

The Honourable S8ir Nripendra Sircar : That has been provided
If it is due to his default or negligence, then under the Bill he

does not get any compensation, but my Honourable friend is trying
to rope him in and deprive him of all his compensation where he is

not at fault at all.
this amendment.

I submit it is extremely unreasonable.

I oppose

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

‘‘ That in clause 42 of the Bill, in sub-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 Assembly divided :
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The motion was negatived.

Babu Baijnath Bajoria (Marwari Association :

merce) : Sir, I beg to move :

W
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Indian Com-

‘¢ That in clause 42 of the Bill, for sub-section (¢) 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 m i
agent’s contract of management made after the commencement of the
Indian Companies (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 :

‘“ (¢) the appointment of a managing agent, the removal of a managing agent
and any variation of a managing agent’s contract of management made
after the commencement of the Indian Companies (Amendment) Act,
1936, shall not be valid unless approved by the company by a resolution
at a general meeting of the company :

Provided that nothing herein contained shall apply to the appointment of &
company’s first managing agent made prior to the issue of the prospectus
or statcment in lieu of prospectus where the terms of the appointment of

such managing agent are there set forth.”

My amendment seeks first to enact that the variation of the
managing agent’s contract should be valid only if approved of by a
special resolution at a general meeting of the company instead of by
#n ordinary resolution at a general meeting of the company, and also
seeks to delete the prov1so which I have read just now.

Mr. 8. Satyamurti: Sir, on a point of order, you will klndly
notice that amendment No. 65 seeks to omit only 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 the ‘subjeet of appoint-
ment’ or removal of managing agent by an ordinary or special resolu-
tion be voted on first, and. the question of the proviso belng there or
not voted on separately .You may put it to the vote in, two. parts:



1i0- "* - LEGISLATIVE ASSEMBLY. “[30TH SePT. 1936.

Mr. 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. 8. Satya.niurti: I agree, Sir.

 Mr. President (The Honourable Sir Abdur Rahim) : Mr. Bajoria
ean proceed with his amendment.

Babu Baijnath Bajoria : As 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 than the

remaneration specified in sub-section (1) shall not be binding on the eompany unless
sanctioned by a special resolution of the company.’’

I think that additional remuneration and variatien of contract are
one and the same thing. There is not much difference, 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 conditions 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 in the pros-
pectus. As is well known, Sir, very few shareholders or intending share-
holders care to read the prospectus, and so I think the terms of the

first managing agent should also be econfirmed at the first general
meeting of the company. Sir, I move.

Mr. President (The Honourable Sir Abdur 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 resoclution
at a general meeting of the company ; and any variation of a managing
agent’s contract of management made after the commencement of the
Indian Companies (Amendment) Act, 1936, shall not be valid unless

approved by the company by a special resolution at a general meeting of
the company ’.’’ -

Then, there is an amendment in the name of Mr. Satyamurti.

Mr. 8. Satyamurti : Mr. Paliwal will move it, Sir. I don’t want
to move it.

. Mr. President (The Honourable Sir Abdur Rahim) : Then there
is another amendment on List No. 4, that also refers to clause (e).
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Mr. 8. S8atyamurti : Sir, my amendment is :

.. ¢ That in clause 42 of the Bill, in.clause (e) of the proposed section 87B, after
m words © at a general meeting of the company.’ the words ¢ nomthstandmg a.nythm;
contained to the contrary in section 86E ’ be inserted.’’

Mr. President (The Honourable Sir Abdur Rahlm) This is for
snbstltutxon If that is carried, then, of course,......

Mr. 8. Satyamurti : I don’t move it now, Sir.

. Mr. Sri Krishna Dutta Paliwal (Agra Division : Non-Muhammadan
Rural) : Sir, I move :

‘¢ That in clause 42 of the Bill, the proviso to eclause () of the proposed section
87B be omitted.’’

) ’Now, Sir, clause 87B (e) lays down that the appointment of a
managing agent, the removal of a managing agent and any variation
of a managing agent’s contract of management made after the com-
mencement of the Indian Companies (Amendment) Aect, 1936, shall not
be valid unless approved by the company by a resolution at a general
ineeting of the company. This is a very salutary provision, but the
proviso 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 '’

* Now, Sir, it is clear that this proviso, as my friend Mr. Bajoria
pointed out, exempts the first 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 and 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
moved :

‘¢ That in clause 42 of the Bill, the proviso to clause (¢) of the proposed section
8713 be omitted.’’

o The Assembly then adjourned for Lunch till Half Past Twe 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 lunch.
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 interpretation perfectly clear,
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[Mr. F. E. James.] - ._

we prefer to stand on the amendment which was o;:igi.lmlly pmposed
this morning, subject to those verbal alterations which the Honourable
the Law Member suggested.

The Honourable Sir Nripendra Bircar : Is it No. 58 ¢

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

Mr. Deputy President (Mr. Akhil Chandra Datta) : Amendments
Nos. 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.

Mr. 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 appointment of a
company ’s first managing agent made prior to the issue of the prospectus or statement
in lieu of prospectus where the terms of the appointment of such managing agent are
there set forth '’, ete.

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 tpso facto a binding con-
tract, and it will mean really revolutionising the company law. Every
item mentioned 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 appointment as soon as the
company is formed, I submit the House ought uot 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. It -was 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 omn 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 any one
of these documents, and particularly from the Articles, but there the
essence 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,
T submit, unchallenged subjeet to correction (1) that no arrangement—
I use that word because it is less than an agreement,—mo arrangement
made in what is called the pre-formation period of the company e
ipso facto become a contract with the company on its formation, an
(2) that its incorporation in the Articles will not constitute a contract
between 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 agent that, the directors should be free, if they have such power
under the Articles on the formation of the company, to enter into the
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contract in those terms. Objection to that is also .very vital. They
are not dlrecte;s appointed by the shareholders, because the first directors
~‘are the subscribers to the memorandum under the Companies Act, and
“ therefore they cannot in any sense be said to represent -the. company in
gnxttse;se whatever. For this reason, I submit the proviso should be
omitted.

©  Mr. T. Chapman-Mortimer (Bengal : European) : Sir, it is with
some diffidence that I rise to oppose the point of view put forward by so
distinguished a company lawyer as the Honourable the Leader of the
Opposition. I submit, Sir, that the argument put forward in favour of
Amendment No. 65 for the deletion of 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 quoted various instances and talked
about the arrangements and contracts that had to be ratified 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
not the same thing, as Honourable Members are aware, as the contracts
being ratified by the company in general meeting. He suggested that
what is proposed in this proviso will revolutionise company law. For
the reason I have just given, Sir, I submit my learned friend is not correct
in this particular. And I would like to suggest a case 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
formed. 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 mot 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 like 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 formation 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
on. All these things are arranged, and in return fcr that, they obviously
- agk—*‘ We are not going to be turned out from our managing agency
within the first year of the formation of the ecompany ’’. They will
naturally say ‘‘ We are going to start this new venture and in return we
hope that you are giving us the managing agerey »’. That is a matter
then between the Board of Directors who will represent the shareholders,
and .the managing agents. The managing agency on these terms will
be allowed to manage the company in return for all the initial preparations
.they_have conducted. I submit, Sir, that is the position today, and my
{riend the Honourable the Leader of the Opposition is under,a misappre-

L346LAD D
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hension, ' §6d " his - interpretation of this amehdment t!iergtort wrong ;
Six; 1-‘eppese this amendment. ' h

‘The Homourable Sir Nripendra Sircar Slr, ‘my Honourable
fnend the Leader of the Opposition laid down three propositions of 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 hun. The point before the
Hou_s& is very short and it depends on the opinion of the House as to which,

two considerations ought to.prevail. The position is this : it is
qmte true as my Honourable friend has said that you may set out anything
in the prospectus ; but that does not amount to a contract. With that I
agree if 1 may say so respectfully. But what generally happens—again
my knowledge is limited to Bengal or rather Calecutta—is this : that the
first set of directors, 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 articles previde -that this appointment must be put up before a general
meeting, but they are more by way of exception than the rule. Therefore,
we come 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 relianee for purposes of contract—I will not urge that for
-4 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 prospectus has got to
set out any provision in the articles or any contract as to the appoint-
ments of managers or managing agents, and the remuneration payable
to them ; so that T am buying a share knowing of the prospectus, know-
ing of the articles. My Honourable friend is quite right in saying that
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
obhgaygp to respect the cantract 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 Buckley on Companies—page 35 :

‘¢ The articles do constitute a contract between them and the corrcet view is that
stated by Lord Herschell : the articles copstitute a contract between each meémber and
the company.’’

. Then he proceeds o say that the article does not constitute a contract
between an outsider and the company. Therefore what is the position !
I remember the argument about the shareholder being weak and Lgnorant
and }i ng apart from one another and so on. But the position is that T e

ecome a party to a contract as a result of which I have agreed—but
of course we can change that agreement by overriding force of statute—
that A. B. C. should be appointed as managers by the directors. Is it fair
in that case, after the managing agents have taken the trouble to float a
company and doing everything possible, that I should go before the share-
holﬂers andl say ‘‘ You have done everything that is possiblee. I am &
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party to an agreement by which you are entitled to get.23 percent. :
have my friend in Bankshall Street who will take it: f%?%i.p%f' cec;?ta.ggtsi
you shall go out . Is that fair ! After all, these are the two balancing
considerations and I do think the provio ought to stand. My Honourable
friend is quite right in saying that the proviso will be useless wheré either
(1) the articles provide that the appointment has got t6 be made at a
general meeting, or (2) where power is not given to the directors by reason
of delegation from the company to enter into such a contract. In%e
two cases it will be useless, but in the majoriy of cases it has its wse,
because this first appointment does not as a matter of fact always come up
liefore the shareholders. I submit no sufficient reason has been shown a3
to why the proviso should be deleted, or why a person who buys shares-—
and we are making all safeguarding provisions for him—he knows fully
the contents of the articles, he knows who is going to be managing agent
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
wanaging agents ', I do not think it is reasonable. I oppese the amend-
mnt.

Mr. 8. Satyamurti : Sir, this is one of those amendments which
the Select Committee in an unfortunate moment accepted...... _

The Honourable Sir Nripendra S8ircar : Fortunate moment !

Mr. 8. Satyamurti : My Honourable friend, the Law Member,
conceded the point made by the Leader of the Opposition that the pros-
pectus by itself will mnot constitute a contract. His main argument was
based on the articles of the company which may provide and often do pro-
vide for the appointment of managing agents, their terms, and so forth,
and also give the directors power...... _

The Honourable 8ir Nripendra S8ircar : Contract between the
directors and the managing agents (1) .

Mr. 8. 8atyamurti : But my Honourable friend must notice that
section 87-B (e) begins with these words : : '

¢¢ Notwithstanding anything to the contrary contained im the articles of the com- °
pany or in any agreement with the company...... 1, S -

Therefore, the whole object of this section—I am not talking of the
proviso—is that notwithstanding whatever may" be contained in the
articles of association, the appointment of managing agent must come
before the company for ratification by a resolution. Then the proviso
comes in, and says that : L o

‘¢ nothing herein contained shall apply to the appointment of a company’s first
managing agent made prior to the issue of the prospectus.”” ™ - -

The proviso contemplates the appointment not in the prospectus, but .
prior to the prospectus. May I know what those words mean t It is nut
made as part of the prospectus even. The proviso contemplates the
appointment made prior to the issue of the prospectus, that is to say, the
promoters nominate directors, the promoters rominate thems_elves_ as
managing agents ; and then they put that into the prospectus, after haying
made the appointment. ..... e

" - The -Honourable Sir Nripendra Sircar : No, no. A
My, 8. Satyamurti : Yes ; please read the words nothing herein
ocontained shall apply to the appointment of & com}:i}ny_'s-ﬁmt manag-
ing agent made prior to the issue of the prospectus . If these. words
mesn anything at all, they mean that the act of appoinfment must be

L346LAD p2
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_(Mr. & Satyamurti] , :
anterior in time to the issue of the prospectus. Therefore, it eontemplates
an appointment, as apart from the prospectus. No doubt, the words follow

¢ where the terms of the appointment of such managing agent are there
set forth ’’. Tt seems to me that it is not even a case of directors appoint-
ing. My Honourable friend said directors are given the power—they can
appeint. But where do the directors come in at all ¥ The appomtme‘nt is
made before the issue of the prospectus......

The Honourable Sir Nripendra 8ircar : Yes ; but you cannot sell
shares unless the prospectus is out.

Mr. 8. 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 appeint-
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 before the share-
holders. -Of course, the Leader of the House’s stock argument, in respect
of all these amendments, is that something may happen, the shareholders
may do something very wrong, but I do suggest that if the proviso stands
as it is, sub-section (e) of section 87-B will be a dead letter. There are
going to bhe no promoters who are not going to appoint themselves as
managing agents before the issue of the prospectus. What is the sub-
section ¢ Notwithstanding anything to the contrary contained in the
articles of the company or in any agreement with the company, the appoint-
ment of the managing agent must come before the general meetmg of the
eompany : 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. 1T:do hope that the House w111 s,ecept the amend-
ment deleting the proviso.

Mr. Deputy President (Mr. Akhil Chandra Datta) : The' ques-
tion is-: .

¢‘ That in clause 42 of the Bill, the proviso to clause (e) of the proposed section
8§7B be omitted.”

The motion was negatived.

N Babu Baijnath Bajoria : I beg leave to withdraw my amendment
0. 64

The amendment was, by leave of the Assembly, withdrawn.

Mr. Deputy President (Mr. Akhil Chandra Datta) : Amendment
No. 58.

Mr. F. E. James: As I explained before on this' matter, this
amendment 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 Homourable friend, Mr. Satyamurti, which led to the
amendment being withdrawn until this afternoon so that we might give
consideration to the possibility of amending it in the direction suggested
by my Honourable friend. We have considered the matter very: carefully
with the best. advice possible, and ‘we have come to the econclusion that
we havevno optlon but to stand by the amendment as it "‘was originally
proposed in view of the diffculty of suggesting ‘any - othet - a.mendment
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to it which would not leave in some considerable difficulty and doubt
its proper interpretation. Therefore, we hope that the IIouse under those
circumstances will accept the amendment as we originally proposed it,
subject to the verbal alterations suggested by the llonourable the Law
Member. 1 might just mention those to refresh the minds of Honourable
Members,—instead of the word ‘‘ partner '’ in the second line the word
‘“ member ’’; instead of the words ¢ shall be >’ in the third line the word
‘“i18’’ ; and instead of the words ‘‘ shall be ’’ in the last line the word

€6 3

18

bRl

Mr. Deputy President (Mr. Akhil Chandra Datta) : The amend-
ment moved will then read thus :
‘“ That in clause 42 of the Bill, to sub-section (a) «f the proposed section 87B,
‘the following proviso be added :
¢ Provided that a Managing Agent shall not. be liable to be removed under the
provisions hercof if the offending member, director or officer as aforesaid
is expelled or dismissed by the Managing Agent within 30 days from the
date of his conviction or if his cenviction is set aside on appeal .7’

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

““ That in eclause 42 of the Bill, to sub-section (b) of the proposed section 87B,
‘the following proviso be added :

¢ Provided that in the case 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 Ageunt’s firm. TFor the purpose of this
section ¢ original partners ’ shall mean. in the case of Managing Agents
appointed before the commencement of the Indian Companies (Amend-
ment) Aet, 1936, partners who were partners at the date of the commence-
ment of the said Aect, 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 ’.”’

Sir, in his remarks last week on clause 42 of this Bill generally the
Honourable the ILaw Member referred to the sub-section dealt with hy
this amendment and said that Government would oppose attempts io make
‘the transfer of agency permissible without the approval of shareholders.
I do not think there can be any disagreement with that point of view.
He also went on to say that Government were quite prepared to eonsider
any attempt to define what act will amount to an assignment or transfey
of office. Now, Sir. I submit that this clause (b) of section 87-B as 1t

tands would be liable to cause a transfer of office by the managing ageut
.every time a partner retired and a new partner was .assumed and [ do not
think that that proposition could possibly be entertaired. I would like to
deal with the question in two parts. First I will deal with the questica
“of the managing agents appo'nted after the commencement of the q.me,"d-
ine 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 min'mum
af the same time to 20 vears. If they have to refer to the sharchclders
every time a new partper is assumed. that will eat into ’r]wis period of 11fe
‘which thé Bill in another clause confers upon the managing agents. . And
I submit that that position will be intolerable. The amount of inducement
.still remaining to.the managing agent to.finance industry would be seriously

B .

.eurtailed #f the managing agent is aware that every: time a new partrcr is



2118 LEGISLATIVE ASSEMBLY. [30Tm SEPT. 1936.

[Mr. G. E. J. Robertson.]
“uestimed hé has to refer to the shareholders. I would like to remind the
"Hbuse 0f the remarks made by the Leader of the Opposition the oth:r day
when he referred to a case in the Bombay High Court concerning a
‘managing agency firm by the name of Goculdas and Company. Tne deci-
sion of 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
E-mtpers at the time when the managing agency contraet was entered into,
the firm could no longer be identified as the original managing agency firm
with which the company had contracted. The inference from that decision
must be that, had any one 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
of the original partners.

Now, with regard to the appointment of the managing agent before the
commencement of this Act, I am aware that on the basis of the decision
to which T have just referred, it might be held that many existing manag-
ing arency firms have lost their original identity, that is to say, none of
the original partners are now partners of the firms, and that to provide
that ‘‘ original partner ’’, for the purposes of this section, shall mean,
in the case of managing agents appointed before the commencement of
the Companies (Amendment) Act, a partner who was a partner at the
time 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, T think T can answer that point. If the remedy exists at present
in law, that is ¢o say if the company feel that the managing agency firm
bas already lost its original identity, they have their remedy, and if they
have not exercised that remedy, one may assume that they accept the
managing agency firm which exists as constituted at present. Therefore,
we are dealing with the position from the present date onwards, or rather
from the date of the amending Act onwards. If the company has aceepted
the personnel of that firm as at present constituted, if it has not zhallenged
its personnel in a Court of law on the ground that the firm has lost its
original identity, it is reasonable to lay down in this Act that original
partners for the purposes of this section in the case of managing agents
appointed before the commencement of the Act shall be determined on
the date 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 was B
member of the firm 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
shonld not be necessary repeatedly for a managing agent to have to go
beforc the shareholders on the assumption of a new partner, and I hope,

Bir, that the House will find themselves able to accept this amendment.
Sir, I move. ’
. Mr. Deputy President (Mr. Akkil Chandra Datta) : Amendment
moved . ’ '
_ *“ That in clause 42 of the Bill, to sub-section (b) of th osed i B
the following proviso be added : rrection () ¢ © prop section 872,
¢ Provided that in the case of a Mdnaging Agent’s firm a change in the artners

~ thereof shall not be deemed to operate as'a tran’a!erg of fhé"gﬂica 6t
hgManaging. Agent, so long as ene of the original partners shall continue
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; to l;eia partner of the Managing Agent’s firm. . For the purpose of this
‘Section ¢ original partners’ shall mean, in the case of Managing A'géilta
... uppointed before the’ comimencement of the Indian” Companies (AMent-
" ment) -Act, 1336, partners who were partners at the date of the commende-
ment of the said Act, and in the éase of. Managing ‘Agents appointsd
after .the commencement of the said Act,. partners. who were partners at
the date of the appointment ’.”’

Mr. Bhulabhai J. Desai : Sir, I rise to oppose this amendmts¥. 1
think it must be obvious to those who put forward this amendment that
they are really seeking to extend the privileges far beyond those that are
‘allowed to them, and I must say that my Honourable friend, Mr.
Robertson, candidly admitted that. Remembering that, I may point out
to him that he is entirely wrong in saying that the decision to which I
called attention does not earry the matter further, 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 Morarji
‘Goculdas & Sons, and still those people who came after them have not been
aceepted 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 expropriation, but this is a case 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 at
the date of the appointment ’’, otherwise it merely comes 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
successors of that firm have no title at all to continue, and except of
course with the consent of the shareholders they can as a matter of law
claim the right of that perpetual sueccession. T 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. o

Mr. T. Chapman-Mortimer : I regret, Sir, I have again to oppose my
{riend the eminent company lawyer, the Honourable the Leader of the
Opnposition. T do submit that what we propose here is not any departure
from the existing state of affairs. What we want to do is to malkc sure
about what the House has decided to do. The House has already decided
that the managing agency contracts that now exist shall be allowed to
go on for 20 years. But if Honourable Members will,,look at 87B (b)
thev will see that it is stated there that the transfer of the office by a
managing agent shall be void unless approved by the company in general
meeting, 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, because
some one will come along and say— Look here, aone of your original
pariners are in your firm, this is a new firm, you must come befoge the
shareholders . That seems to conflict with the intention of the
Honourable the Law Member and the intentions of this House as well
as cxpressed in their verdiet a couple of days ago. All that .we seck
to do in this amendment of ours,—and I think *the principle is. geuerally
eonceded .as I understood the Honourable the Leader of the Opposition
to say,—all we .seek to.do is this, that where a new.partner: is'admitted to
the managing agency of the firm it should not mean that that firm has got
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again 1o go to the shareholders in respect of every company under its
management and say ‘' Will you please renew our managing agency
agreement ’. It seems to me that it is not a reasonable request o make,
and if some alteration of wording is later on found to be necessary, thg.t
conld be considered at the Third Reading, but for the moment, it 1s
quite impossible for my friends on this side of the House to acecept any
alteration in our amendment. Sir, I support the amendment.

The Honourable 8ir Nripendra Sircar : Sir, I agree with the observu-
tions just made by my friend, Mr. Bhulabhai Desai, in regard to the
case he referred to, but what I beg of him to consider i this. Are the
managing agents really geiting an extension if this amendrent is
accepted by this House ¢ Supposing they are hit by the reasoning of
that decision ! Can they remain, because a transfer is defined in this
~vay ! I submit not. If they go out, they will go out by reason of that
ruling, because A, B and C, the original partners having died or retired,
thi« new firm X, Y and Z has no business to be there. Can they say,
well, here is a clause which says that it is not a transfer because at the
time of the commencement of this Act, these were the people who had
been accepted ¥ I submit not. I submit that will be no defence. By
this I3ll we are introducing an additional ground for getting rid of
maniging agents. We are now defining that it will not operate us
transfor or assignment if any of the partners who were in existence still
continue to be one of the partners of the newly constituted firm. There-
fore. with great respect to him, I suggest that if this amendment is
cairied out and the rule laid down by decision referred to by him is
good law—I have no reason to doubt its correctness—then they cunnot
‘save themselves by saying that at the commencement of the Act all the
partners were new, I submit that the danger does not exist here. T
see 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
Mr. Desai is that they cannot get out of the ruling in the Gokuldas case
by reason of this amendment. They will be hit. They will have to go
out, They have no business to be there not being the original firm. and
not because they have transgressed the new provision in this Bill which
defines original partners.

Mr. Bhulabhai J. Desai : Is it not a necessary implication from the
aefinition 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 involve this, that for the purposes
of testing their right to remain managing agents the partnership should
he deemed to commence for the purposes of the appointment from
the date of the operation of the Act.

The Honourable 8ir Nripendra Sircar : I lhave not losl sight  of
that and therefore T was going to suggest to the mover that he should
Take it clear that while he says ¢ original partners’ that must be onls
for the purposeés of this section. The argument is not to be advanced
that because I have ®aid. .. ... ST K
: . Wr’ Bhulabhai J. Desai { May T sugeest the words ** for i)i¢ i
(, if‘,_:\_;a'ii'd&tﬂing_tﬁfj_' transfer,”’, _é'tc_}‘!g\ﬁth‘fﬁhéé words Eddtg'd‘?l'pfj%
quite wiling 40 accept it~ " ' 0 UL b vd SRS AL oz
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¢ The Honourable Sir Nripendra Sircar : T think the Ioneurable the
Mover ought to accept the idea, because it carries out his object.

Mr. Bhulabhai J. Desai : May I say this ? I said ‘‘ for the purpose
“of validating the transfer ’. Because each time the firm is dissolved, as
‘soon as a new partner is added, it is really a new firm. In the eye of the
law, it is a ‘transfer, but none the less it should not be treated as a
transfer,

_ The Honourable Sir Nripendra Sircar : I have no objection whatso-
ever, hut will it not serve our purpose if we say ‘‘ for the purpose of this
previso . I think that will meet your point.

Mr. G. E. J. Robertson : I accept that change.

Mr. Deputy President (Mr. Akhil Chandra Datta) : The question
is :
: ‘¢ That in clause 42 of the Bill, to sub-section (b) of the proposed section 87B,
the following proviso be added :

: ¢ Provided that in the case of a Managing Agent’s firm a change in the partners
thercof 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 ’ slall mean, in the case of Managing Agents
appointed hefore the commencement of the Indian Companies (Amend-
ment) Aect, 1936, partners who were partners at the date of the commence-
ment of the said Aet, 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. 8. Satyamurti : Sir, I beg to move :

¢ That in clause 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
iv the contrary in section 8GE ' be inserted.’’

You will notice that section 86E provides.
- ¢ No Director shall without the consent of the Company in general meeting hold
‘any office of profit under the company except that of a managing director or manager
or a legal or technical adviser or a banker. '’

At that time, there was some ambiguity about.it. In order o make
it perfectly clear that that power which is sought to be conferred hy sec-
tior. 86E will not override the provisions of section 86B, I move this
amendment. T hope the Law Member will see his way to aceept il. Sir,
I move. : .
Mr. Deputy President (Mr. Akhil Chandra Datta) : Amendment
moverd :

““ That in clause 42 of the Bill, in clause (e) of the proposed section 87B, after
‘the words * at a gencral meeting of the company ’ the words ¢ wtmthstandlng anvthmg
to the contrary in section 86E ’ be inserted.’’

~ The Honourable 8ir Nripendra Sircar : I d(‘C(p‘t Lha.t amendment.
o Mr‘ ,Deputy President (Mr. Alkhil ('hanam Da{ta\ 'I_'he qucallop

-

15
©'7_¢“That in tlauso 42 of tbe Bill, in clausé (e) of the proposed_ section 87B, a.fter
fhk words “ at a gcnem! mectmp; of the company ’ the words * notnlt'mt'mdmg nnvthmg
’.w “the contrary 'm seomm B6E ’ be muerted s
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5+ Mo Bi-Das. (Orissa Division 1 NenMubammadan) : -Sir, 7 Tise Lo
move : ‘ S

3o 44 That in ¢laive 4¥ of the Bill, in’ sub-sectiofi’ (1) of the proposed section 87C, for
-the words * Where any éempany incorporated after the commencement of the Indian
Companies (Amendment) Act, 1936, appoints a  managing agent,” the words
- Where- any -company appoints a managing agent after the commencement of the
Indian Companies (Amendment) Act, 1936,” be substituted.’’

Rir, this is a simple amendment and I hope my Honourable frieud, the
Law Member, will accept it. Sir, I want to remove a certain lacuna which
bas unconsciously crept into the Select Committee’s Report. Sir, there
are many companies today in India which have no managing agents :
they are run by secretaries or by managing directors. Suppose such
conpanies appoint managing agents after this Act, why should they take
advantage, and should it be that companies that have been incorporated
after the Indian Companies (Amendment) Act, 1936, should be subjected
to the managing agent’s remuneration as described in 87C, t.c., as per-
centage on met profit and that those companies that existed before 1936
can have recourse to other Systems, viz.,, commission on profit and pro-
duction as well 2 Sir, I gave notice of this amendment because I was
appreliensive that there are many existing companies which now eujoy
Government concessions, such as electric licenses, mining concessions and
other things, and at times we have found that these managing agents ara
changing hands. American firms and British firms are trying tc parti-
cipate and to buy off these managing agents. Now 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 this
section and unnecessarily demand remuneration on a different basis than
what is.deseribed in 87C (7). I wish to remind my friends from
Bombay how this Assembly got alarmed three or four years ago when it
was apprehended that certain American firms were getting interested in
the nanaging agents of the Tata concern, with reference to the hydro-
electrie concessions that the Tata company got. At present the State
gives certain - concessions and benefits to the Indian managing agents,
but subsequently to this Act, any foreigner by buying off the wanacing
agency of a company may think that they will have to subjeei their
remuneration as described in 87 (¢), and therefore I have moved this
emendraent and I do hope the Government will aceept it.

l\(!lh‘_ Deputy President (Mr. Akhil Chandra Datta) : Amendment
moveda :

‘¢ That in clause 42 of the Bill, in sub-section (1) of the proposed section 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 managing agent after the commencement of the
indian Companies (Amendment) Act, 1936, be substituted.’’

. <
Mr. T. Chapman-Mortimer : Sir, T oppose this. amendment. The

effect of this amendment; if it is passed, will be that all existing com-
panies will immediately be brought within the scope of the mew pro-
posed section 87-C (1). (Interruption.) Sir, I repeat that the effeet
of this will be to bring within the scope of this. new: section sll: existing
managing agency companies because -as and .when' a company. will
appoint the managing ageut, it will immediately fall within . ile scope



22 orwed i THE INDIAN QOMEBANIES -(AMENDMENT) BILL. £21323

of this ;clause if-this amendwent is. carried. I may-.jdst " resd the
amendment : S
.. ‘! That in clause 42 of the Bill, in sub-section (1) of the proposed section 87C,
_for the words ‘ Where any company incorporated after the commencement of the . Indign
_Companies (Amendment) Act, 1936, appoints a managing agent,” the words
‘ Where any company appoints a managing agent after the commencement of the
Indian Companies (Amendment) 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 differently from
companies that will be incorporated after this Act has been passed. But
if Honourable Members will look at 87-C (2) which follows, they will see
that in future as and when existing companies anpoint managing agents,
they must go to the company for a special resolution if they want <o secure
terms other than those provided in 87-C (7). 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 agents,—which is not at all what was
contemplated when this matter came befure the Select Committee. In
the Select Commiitee those who were putting forward what I may call
1he conservative 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 corapanies thal were incorporated after the Aect
and to no others. It seems to me that we should stand by the agree-
ment come to in the Select Committee.

Mr. M. Ananthasayanam Ayyangar (Madras Ceded Districts and
Chittoor : Non-Mubammadan Rural) : Sir, the objection, which my
Honourable friend, who has just concluded, seems to have, was origi-
nally based on a misapprehension, but Subsequently 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 original 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 difficulty that the
existing managing agents have entered into unconscionable bargains,
and even my Honourable friend, Sir Cowasji Jehangir, admitted that
a provisicn that the managing agents should be entitled to remunera-
tion on the basis of production and not even on the basis of sale is
unconseionable ; but, as it stands, there is absolutely no law which can
treat it as unconscionable, and, therefore, in so far as any amendment
which will remove such a provision and make it unconsecionable and void,
he will, T hope, be only too willing if to that extent the amendment
is effective. By this amendment, all that is sought to be made ‘is
fo see that the provision regarding remuneration contained in 87-C (1)
applies not only to future but to the existing companies also, when here-
after, whether in respect of existing companies or companies which will
eome into existence, in future, if remuneration is to be fixed, it should
be fixed at a fixed percentage of the profits. Under those circumstances
it will be idle to contend that this in any way makes a departure. I
would, therefore, submit that this is mosi reactionary, We have already
sgreed to extend the-:lease of life of existing managing ageney to
twenty years and T thought these persons who were -anxious that the

-----

exisling managing’ sgenvies sught mét to be restricted to anything delow



A ‘LEGISLATIVE ASSEMBLY. [30TH SEPT. 1936.

- [Mr. M. Ananthasayanam Ayyangar.]

twenty years would have accepted this amendment. This is only
‘justice and fairness to the sharcholders of many companies. Sir, I
‘support the amendment wholeheartedly.

Sir Cowasji Jehangir (Bombay City : Non-Muhammadan Urban; :
Mr. Deputy President, my Houourable triend who opposed this amend-
men{ just now spoke of some understanding in the Select Committee.
1 regret. I was not present in the Seleet Committee when this clause
was undper discussion but I understood that the lives of all present
wmanaging agents were to be extended by 20 ycars. After these 20 years
if any managing -agents had to be appointed by companies incorporated
betore this amending Act comes into foree, they would be appointed on
the basis of a remuncration on profits and not on production. That
was what I understood the Select Co:mittee desired to do. If this
amendment is not accepted, the result will be that all companies incor-
porated before this Act comes into foree will have the privilege of
appointing managing agents for all times to be remunerated on produe-
tion. That will drive a coach and four thrcugh this very section which
intends to prohibit {future managing agents being remunerated on the
principle of production. "TLere are thousands of companies that have
been incorporated belfore the year of Grace 1936. Are we to allow them
10 go on appointing in fature, that is. 20 years hence, managing agents
o a remuneration on production ? 1 thought it was the intention of
this Honourable House that that system shoul(l be put an cnd to as soon
as possible.

| At this stage, Mr. 1’1esldent {Tbe Honourable Sir Abdur Rahim)
resumed the Chair.]

We have given them 20 vears more. Surely we are not.going to give
the existing companies a perpetual life. I, therefore, think that there is
a goond deal in the amendment and it carries out the intentions of the
Selcct Committee. I do not see how my Honourable friends here object
to it. If managing agents tcday are being remunerated on production,
they will go on being remunerated on produciion for 20 years. Do they
mean to contend -that, if after 20 years they come before their share-
holders, they shall have the privilege of being remunerated again for
another 20 years on production ? Sir, I do not think that was the 1n-
tention of the Select Committee. I trust that the House will support

this amendment because 1 feel that it carries out the intentions of the
Seleet Com»mittee.

8ir H P. Mody (Bombay Millowners’ Association : Indian Com-
merce) : Sir, T am afraid 1 cannot agree with my Honourable friend,
Sir Co“ast Jehangir. The intention of the Select Committee was
plain enough and it was that the existing managing dgencies should not
be touched. 'When the existing managing agents at the end of 20 vears
or any other period that may be. approach their shareholders, and if the
latter so decide, they “can continue the manayg rrmg agents’ remuneratioh
‘ont’ the same basis as before. That intention is clearly brough'r out by
the ferms of 87-€" {7) and (2) and T do not see where the ambmulty lies.
"There -was no ‘doubt’ whatsoever in the minds of thé Seledt” Commltfeb
anu 1 'heig a member of it know something db()ut i, ToeiEe

g et
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~ 8ir H. P. Mody : It is not an error. If it was an error, surely .my
sionourable friends should have noticed it when they were cousidering
the draft report which was placed before the Select Committee. (Inter-
ruptions,) There are no ambiguities ; the whole thing is crystal clear.
1 submit that there is nothing wrong in an existing managing agent
being able to go before the shareholders at a general meeting and getting
that general meeting to endorse the basis of remuneration whick he. is
enjoying today. Sub-section (2) of 87-C, I am afraid, does not bear the
interpretation which my friend Mr. Chapman-Mortimer has put on it,
what does 87-C (2) say :

‘“ Any stipulation for remuneration additional to or ‘n any other form than the
remuneration specified in sub-section (1) shall not be biuding on the eompany unless
sanctioned. by a special resolution of the company.’’

This can only relate to 87-C (1) which clearly,ilays down that the
company must be a company which is incorporated after the commernce-
ment of this amending Act. Sir, I oppose the amendment, ’

Mr. Bhulabhai 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 appointment of the managing agent comes up for consideration
because it is for the future appointment of managing agents that a
uniform system or method or basis is laid down in sub-section (1). As
regards  the basis, there can be no distinction between ~ the
companies  incorporated today and the companies toc be in-
corporated hereafter. I am not, therefore, putting it on the ground of
ciisapprehension. I am putting it on the ground that if this Bill is
going to have any value, this provision must be there, otherwise so fav
as ihe vice is concerned, the existing companies today which are all too
numerous with many managing agentis for whom my Honourable friend,
Sir Homi Mody, has spoken will continue to be at large for all time.
That certainly could not have been the intention of the Act.

Mr. M. 8. Aney (Berar Representative) : Sir, whatever may have
been the agreement in the Select Committee, in this House we have to
sec what is equitable and what is just. So, those of us who were uot
members of the Select Committee are free to look at this question from
the point of view of equity and justice. I really do not think Low the
amendment which my Honourable friend, Mr. B. Das, has just moved
is going to affect any vested interests at all. If the period of 20" ycars
expires which has been fixed for them and the question of the appoint-
ment of managing agents comes up for consideration, why. should it be
that the provisions laid down in 87-C not be made applicable to them.

Sir H. P. Mody : Why should they ?

Mr. M. 8. Aney : I am trying to convinee my friend if he is open to
convietion. If he says there is good reason for ehanging the basis of
profits from production to that of net profits, then it is :good not only for
new companies that may come into existence hereafter but even for old

companies. - Having given a lease-of 20-years for them to:-live after

the commencement of this Aect, which is certainly more than what the

.managing agents of existing companies deserve ‘according to™most of
.-, here, T think it would be more equitable on their part to be bound
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by that rule after the expiry of thatper,md .'Ey,fhlat_ law you must he
governed and therefore T think that the amendment which is: moved by~
iy Honourable friend, Mr. Das, should be supperted unamimously. -

The Honourable 8ir Nripendra Bircar: Sir, I want to say a few
words. ‘In a matter of this kind, there is no good repeating the old argu-’
ments. The question will 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 conclusion. 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 appointment. 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 re-appoint 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 come up before the shareholders and to get the terms
which they want. If it had been the case like the first appointment that
he need not come before the shareholders, then my Honourable friend
Mr. Aney’s argument would be very foreible. They have got to come
before the shareholders. My Honourable friend, Sir H. P. Mody, seems
to be thinking of the managing agents alone, but it is not a question of
the existing 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 companies. 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 which is possible by reason of some of these articles giving
extraordinary powers is a question which, in this particular case, does
not arise. 1 do not desire to repeat my arguments. I have shown that

in the case of these appointments, they must come before the general body
of shareholders. '

Mr. M. Ananthasayanam Ayyangar : On a point of information, Sir.

Does not that apply......

The Honourable 8ir Nripendra Sircar : I would ask my Honourable
friend to apply to the Bureau of Information in the Home Department,
I do not propose to give any. '

Mr. M. Ananthasayanam Ayyangar : You belong to the _Laﬁr_ Depart-
ment. What is the good of going to the Home Department ¢

Pandit Govind Ballabh Pant : Sir, T do not exactly follow the posi-
tion of the Honourable the Law Member. T want to know whether he
accepts the amendment or not. ' '

The Honourable 8ir Mripendra Sircar : I'oppose the améndment.

'Pandit Govind Bﬂ:lllbh let : 1 am really l‘*l'lll‘tsed and -adﬁewh.at
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 Honpurable: friend,
Mr. Susil Chandra Sen, which runs thus :

&¢ That in clause 42 of the ‘Bill, in sub-séction (1) of the proposed section 870,
after the words ‘-appoints a nmanaging agent ' the words ‘ or where any company ~
incorporated under this Act appoints or reappoints .4 managing agent after the com-
mencement of the Indian Companies (Amendment) Act, 1936 ° be inserted.’’

The meaning is clear. Under this amendment, this clause 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.

8ir H. P. Mody : He may be acting ulira 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 urgenc 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 amendment absolutely
necessary. Now, let us see what the amendment actually means. The
tenure of a managing agent who is holding office today may come to an
end in many ways. He may be turned out and removed because of his
non-compliance with some of the provisions of this particular Amending
Act. But though he is turned out or removed because of his non-compliance
with or contravention of some of the provisions of this particlar Aect, 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 Articles of a ecom-
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 ¥ Whatever may be the difference of opinion in this House,
there was unanimity at least on the point, that the system of appeintment
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 notice of an amendment to the effect that even in the case of the
existing managing agents, the contracts which enable them to get remunera-
tion on this basis should be annulled and this provision should be made
retrospective. But, T 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. T see no reason why the 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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~Mr, M. A, Jinnah : Sir, it seems to me that this is rather a serious’
matter, as far as I understand it. I understand that clause 42 which seeks
to.put in section 87-A and other sections in the Aet lays down a: uniform
principle that agreement for remuneration should be based on" the per--
centage of profit. Sub-section (2) of section 87-C also says :

¢¢ Any stipulation for remuneration additional to or in any other form than the
remuneration specified in’ sub-section (1) shall not be binding on the company unless
sanctioned by a special resolution of the company.’’ '

~ Therefore, having regard to this provision in sub-section (2), the
managing agent can enter into an agreement for remuneration on any other
scale or any .other form provided only if it is accepted by a speeial resolu-
tion of the company. It seems to me that sub-clause (2) mullifies the
principle enunéiated in sub-clause-(1) béecause under sub-clause (2) the
agent can get any stipulation provided of course a special resolution of the
company accepts 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 amendment: If this amendment is opposed,—I hope
ke will correct me if I am wrong,—the net result of it will be that all the-
existing companies which are already incorporated and whom you have
already given a charter for 20 years will not be governed by this provision
at all. It'seems to me to be really destroying the whole Bill if you allow
this state of things to continue, namely, that all the existing companies
which are already - lneorporated will not be governed by this: clause.

~ 8ir H P. Mody : They will have to have a resolution of the. share-
holders after 20 years.

Mr, M. A, Jinnah : But I may remind Sir Homi Mody that what wé
want to put an end to is this that even by resolution we do not want to allow
this swindle to continne. "We have given you a license for 20 years and you
want again all sorts of forms of agreements which are nothing but swindles.

. The Honourable Sir Nripendra Sircar : Under the Bill you eannot
prevent that if the shareholders give it to them.

Mr. M. A. Jinnah : I say that if clause (1) stands with the amend-
ment then the criterion will bé remuneration on the basis of percentage of
profit, and no other basis. -

The. Eononra'ble B8ir anendm Bircar : Except with the sanction of
the shareholders.

Mr M. A Jinnah : That is clause (2), and I am ob;eet,m'g to clause
(2). T am quite consistent in my position. I say I am against clause (2)
und I want that the companies which are incorporated already should not
e exempted from the operation of clause (1). And when we come to that
clause (2) we shall see. - But if Government wish to support this pr melple
1 submit that really this goes to the very root of it and the very basie grmm.-
ple of ih1s Bill, and I really think...... :

Er N’ ‘M. Joshi {Nomanatbd Non-Ofﬁclal) Then dmp the Bﬂl
Sir H. P ‘Mody : We do not mmd

© . Mr..M, A Jinnah :. I know you: do- not mind awmdlmg gomg
forther (laughter), but T hope Government will not be a-party fo this, and
T hope that the Law Member, who has had so much dinned into his head by



THE INDIAN COMPANIES (AMENDMENT) BILL. 2129

these agents hovering round him, will not be misled and will not destroy the
basic principles 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, crdcr.
I have received a message from His Excellency the Vieceroy and
Goveruor General as follows :

‘“ In exercise of the power vested in me by sub-rule (2) of rule 22 of
the Indian Legislatwe Rules, I, Victor Alexander John, Marquess of
Linlithgow, hereby disallow the motion of Mr. Mohammad Ahmad Kazms
to move the adjournment of the House for the purpose of considering the
¢ failure of the Government of India to review their currency policy and
keeping an appreciated value of the rupee n spite of the world-uide depre-
cietion of the currencies, chiefly brought about by the decisions of ‘ihe
European States > on the ground that the motion cannot be moved without
detriment to the public intferest.

Simra, (8d.) LINLITHGOW,
The 30ith September, 1936. Viceroy and Qovernor General.”’

Mr. 8 Satyamurti (Madras City : Non-Muhammadan Urban) :
Sir, as President who controls the rights of this House, may I ask you
a question whether the Governor General takes any note of the other
side of the case ¥ One side goes and tells him that it cannot be moved
without detriment to public interest. He has got the statutory vight to
disallow it, and he has to exercise that right in his discretion. May we
request you to address the Governor General and tell him that he must
heor the other side also, and not listen to one side only and pass ez parte
orders ?

. Mr. President (The Honourable Sir Abdur Rahim) : It is not my
business to do anything of the sort at all.

THE INDIAN COMPANIES (AMENDMENT) BILL—contd.

Dr. Ziauddin Ahmad : Sir, the motion which is now before us appears
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
econtraets. But whenever any new managing agents are to be appointed,
our appeal is that they should be goverued by the new Act and not by
the old Aect.

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

‘¢ That in elause 42 of the Bill, in sub-section (1) of the proposed section 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 managing agent after the eommencement of the
Indian Companies (Amendment) . Aet, 1936, be substituted.”’ -

Tte motion was adopted.

L346LAD E
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Pandit Govind Ballabh Pant : Sir, I move :

¢¢ That in clause 42 of the Bill, in sub-section (1) of the proposed section 87C,

the words ¢ with provision for a minimum payment in the case of absence or inadequacy
of profits’ be omitted.’’

This amendment, if accepted, will mean that a managing agent can
be appointed by means of a prospectus only when the remuneration is
payable to him on a percentage basis : and if he wants anything more
than what he can get on the profits on this basis, he must obtain the
copsent 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 mansaging agent should receive his remuneration out of profits,
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 scheme
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 the original scheme of the Bill the payment could not in any case
be made otherwise than on the percentage basis, along with & minimum.
But now, by introducing sub-clause (2) of 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
before the compahy for acceptance. Now, it is not necessary to refer
te the company at all where an appointment has been made by means
of the articles of association 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-
tion entered in the prospectus and the articles of association will be
binding on the company. I ask the House to remember whether we
gain anything by having a clause of this nature. There is no standard
prescribed here ; there is no limit prescribed here, as to what this
micimum payment should be. There is no ecriterion for determining
as to how this minimum amount should be fixed. When you have &
provision like this it is assumed that the shareholders cannot ordinarily
proteet themselves fully and effectively : otherwise, there would be no
occasion for any safeguard of this type. When you want a safcguard,
the safeguard sheuld carry some meaning and some purpose. It is no
use providing a safeguard which is nothing if not futile. Let us sée
what can be done under this clause. Suppose, you start a company
tomorrow with a lakh of rupees capital ; and the appointment is made
by the prospectus. I may say that in most cases-so far the managing
agents had been usually appointed initially by means of the prospectus
and the articles of association and that is il fa%t the 'ﬁerenniai gource
of all thic mischief and trouble. It remains intact even after this Act.
Provided an entry has been made in the prospectus ang articles of

association you cannot in any way attack it. It is binding ‘on all.

Now, let us look at this clause. It says that not only will payment
be made at a fixed percentage of the net annual profits, but provisien
must also be made for a minimum payment in the case of absence or
inadequacy of profits, together with an office allowance. I may give
an illustration : suppose a company is formed with a capital of a lakh
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of rupees and the managing agent enters in the prospectus that he
will get remuneration at the rate of 15 per cent. on the profits, in
addition, in case this 15 per cent. is not realised, he will get a-minimum
amount of Rs. 25,000 per year : thus he would receite this Rs. 25,000
in every case but 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—there
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 shares’’. But
if that is the argument, then have no clause at all. Give absolute
freedom and leave the managing agent free to enter anything in the
prospectus and as the shareholders go in for the shares with their eyes
open let them suffer for their mistakes. But that assumption would
knock the bottom of this Bill. It is accepted that the shareholder
is not qualified to protect himself ard that is why it is laid down here
that there should be payment in this manner only. Again, if Henour-
able Members will be pleased to read this clause, they will find that it
makes it compulsory for a company not only to grant remuneration
on a perecentage basis, but also to make & 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
only on a percentage basis on the total amount of net profit realised ;
and there is no provision by way of any minimum payment in the
case of absenee or inadequacy of profits. But such companies are very
few. Ordinarily where payment is made on a percentage basis, 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 many more companies which either make provision for this minimum
payment or for office allowance but not for both. Under this clause it
is incumbent upon all these companies and all these managing agents to
have remuneration firstly on a fixed percentage basis on the net annual
profits, secondly, a provision for a minimum payment in the case of
abscnee or inadequacy of profits and thirdly, an office allowance. All
these three must be preseribed whether you will it or not. What I am
suggesting is this : that while in every case the managing agent should
be entitled to remuneration on the basis of profits earned, he should
not get anything by way of a fixed sum exeept with the consent of the
company. That will be the only effect of my amendment....

- 8ir H. P. Mody:: Special resolution.

Pandit thvmd Ballabh Pant : Special resolution or general resolution
or ordinary resolution—that will be considered by the House later :
but thereis already a provision that it can be added to and remunera-
tion in otger forms sanctioned by means of a special resolution. Even
a special resolution was considered to be worthless enough when we were
considering the question of liquidation some timeé back on the ground
that the shareholders can be hoodwinked even to pass a special resolu-
tion : so in this case one should not be afraid of a ‘ special resolution ’.
But my difficulty has mainly arisen out of these two things : firstly, in

L346LAD - o ©E2



2132 LEGISLATIVE ASSEMBLY. [30TH SePT. 1936.

. [Pandit Govind Ballabh Pant.] .

the case of appointments made by means of prospectus, the shareholders
and the company will have 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 sawe
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 87C,

the words ¢ with provision for a minimum payment in the case of absence or inadequacy
of profits’ be omitted.”’

The Honourable Sir Nripendra S8ircar : I oppose this amendment.
I think it is a most unreasonable one. My Honourable friend in his
rather long discourse on protection and so on really wanted to make

the point that the managing agents should go and that is at zhe back
of bis mind.

Pandit Govind Ballabh Pant : No. That is not at the back of my
mind.
" The Honourable Sir Nripendra 8ircar : But he is forced by cir-
cunistances 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 Govind Ballabh Pant : That is wrong.

The Honourable 8ir Nripendra 8ircar : One can always make ount a
case by taking an extreme and absurd example.

Mr. 8. Satyamurti : As you often do !
The Honourable 8ir Nripendra Sircar : But less than you.

g An Honourable Member : It is only a question of degree in that.
Mr. M. A. Jinnah : There is no much difference.

The Homnourable 8ir Nripendra Sircar : 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 still the shareholders will buy shares, that is
a kind of case which I cannot imagine. My Honourable friend 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 8irecar : Special resolution has a
definite meaning as defined here, and surely it is not in the s¢hHeme that
in matters of this kind there should be a special resolution. What is
the objection to having a provision for minimum payment made ¢ Tt
is not the idea that the managing agent should have no minimum pay-
ment. Is he to go on for five or ten years until there is profit, and is
be to bear all the expenses ¥ Why should-he be compelled to come to



"' THE INDIAN COMPANIES (AMENDMENT) BILL. 2133

the shareholders with a special resolution 1 Bir, it is like the system of
Chinese doctors. You won’t get anything until you can cure ; no cure
no pay.” But that won’t he 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 doetor when the patient dies.
(Laughter.) ' ’ )

The Honourable Sir Nripendra 8ircar : I submit, Sir, that there is
nothing inequitable or unreasonable in making the provision which we
have done, namely, a provision for a minimum payment in case of absence
or inadequacy of profits. Sir, I oppose the amendment.

Mr. Husenbhai Abdullabhai Laljee : T rise to oppose the amendment
which has been moved by my Honourable friend, Pandit Govind Ballabh
Pant. I have always listened very carefully to what my Honourable
friend has to say, and I must say that many a time, even on this Com-
panics Bill, many of his suggestions are really very good, but in the
case of this amendment I do feel that perhaps he hias been carried away
by the feeling that the managing agent should be done'away with any-
how. His own view has been, and T quite agree with him, that there should
be a managing director if we could afford to have one and if we could
find the money for the managing director. But I sk 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, cormmission on profits
means actual working and showing good results. Then he says, office
allowance. A company cannot go on without an office allowance.
Should the managing agent maintain the office ¥ Ii 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 withoat-any remunera-
tion. Surely, a partner of a managing agency firm has got to meet his
family expenses. o

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

Mr. Husenbhai Abdullabhai Laljee : I am very sorry that a great
deal has been said in this House against the managing agent. As I said
the other day, most of our companies, in fact. each and every important
industrial company that has been established has been established by
the managing agency system. It has also been .said often and often
again that the managing agency system has to remain so long as the
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,
because they found solvent managing agents. Therefore, to blame the
managing agents in season and out of season and for everything 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
ubout 80 persons. - Everybody says that Bombay is: rich and Calcutta
is rich. “Why 1" Beecause of the industries. Is it because 60 firms only
are making money and nobody else ¢ There are 15 lakhs of people in
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Caleutta and another 15 lakhs in Bombay, and it has been sald t.hat the
Caleutia people are rich and that the Bombay .people are rich. It is
because the industries prosper, and as a result of it, not only the manag-
ing 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 Laljee : 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 for themselves
for placing before the public their schemes. Ordinarily, what will
happen f 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 object—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 all right. But if a managing agent—and that has been the fact
so 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, they 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 8ir Abdur Rahim) : The question

is :
‘‘ That in clause 42 of the Bill, in sub-section (1) of the proposed section 87(,

the words ¢ with provision for 2 minimum payment in the case of absence or inadequacy

of profits’ be omitted.”’

The motion was negatived.

Mr. 8. SBatyamurti : Sir, T move :

“‘ That in elause 42 of the Bill, in sub-section (1) of the proposed séction 87C,
the words ¢ or inadequacy of ' be omitted.”’

I will not repeat the arguments of my Honourable friend, the Deputy
Leader of the Congress Party, but I am sure the Honourable the Law
Member will see that the word ‘‘ inadequacy ’’ is incapable of defini-
tion. If these words remain here, how are they to be interpreted ?
What is to be the test ! It seems to e that it will give rise to grave
‘disputes and possibly inevitable litigation. I can understand the House
having rejected amendment No. 77, the word ‘‘ absence ’’ must remain
‘there. There is a case for some payment if there arerno profits, but
it seems to me to keep the word ‘' inadequaey ’” is doing no gervice to
the companies or the shareholders. .

. Sir H. P, Mody : What will be the eﬁeet if the. words..qre dropped
out ?

“Thermunerahono‘tﬂtemmgmgamtlhu]]boamhudoﬁaﬁ:dﬂ’u-

sentage of the net annual profits of the company, mﬂn Progision for.a pimwm pay-
ment in the ease of absence of profits.’’ dad
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Mr, H. A, Jinnah : Suppose there is a profit of one mpee.

Mr. 8. S8atyamurti : Why should a company pay a managmg agent,
‘if he cannot earn for the company more than a profit of one rupee  We
all seem to think that managing agents 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 themselves. Why this perpetual
.anxiety to vote for payment even when there is’ inadequacy of profit !
Moreover, they can always go and get a special resolution, if they
think that their remuneration is not adequate. Why should the com-
pany be compelled by statute to make a provision for a minimum pay-
ment even in the case of inadequacy of oprofit? I trust the Law
Member will see the reasonableness of the amendment and aceept it.
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 ¢ or inadequacy of ' be omitted.’’

The Homourable Sir Nripendra Sircar : The question has been
raised as to what is meant by ‘‘inadequacy >. The idea 1is this.
Supposing the prospeetus says that the commission will be 3 per cent.
on net profits and the minimum amount is Rs, 5,000 a year, then what 8
meant by inadequacy is that up to Rs. 4,999 it is inadequate. My
friend’s point is why should a managing agent charge anything if there
is no profit. My friend’s idea is that the moment a company is started
it must make lakhs and lakhs as profits and if it does not make,
managing agent is either incompetent or dishonest. Sir, I oppose the
amendment.

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

““ That in clause 42 of the Bill, in sub-section (1) of the proposed section B70,
the words * or inadequacy of ' be omitbed.’’

The motion was negatived.

Pandit Sri Krishna Dutta Paliwal : Sir, I move : _

‘¢ That in clause 42 of the Bill, the proviso to sub-section (1) of the proposed
section 87C be omitted.’’

All the arguments used in favour of my amendment No. 65 are also
applicable to this and as I understand that the Honourable the Law
Member is prepared to accept this amendment, T shall not make a speech.
Sir, I move.

Mr. President (The Homourable Sir Abdur Rahim) : Amendment
moved :

‘¢ That in clause 43 .af the Bild, the proviso to sub-section (1) of the proponed
section 87C be pmitted.”
The Honourable Bir Nripendra Sircar : I accept this amendme:rt.
Mr. President (The Honourable Sir Abdur Rahim) : The qnephlog:_i

18 :

‘‘ That in clause 42 of the Blll, the provise to sub-section (1) of ‘thé~ pro'pond
) lactlon BTC be omlttod . e

T A
FELIR RN

““The ‘motion ‘wis m ',;.; T
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Pandit Govind Ballabh Pant : Sir, I move : .
¢¢ That in clause 42 of the Bill, after sub-section (2) of the proposed sgctiiin 817G,
‘¢hé following new sub-section and the proviso be inserted and the subseguent sub-
pections be re-numbered accordingly :
¢(8) No managing agent shall receive anything additional to the remuneration
tixed 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 not propose to make a speech on this amendment. I should
like to disabuse the Honourable Law Member and other Members 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 tell 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
@& 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
allowing 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, whe will always be in charge of the whole
of the affairs of the company, have been guaranteed an adequate
remuneration 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.

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

““ Thaj; 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 aceordingly :

“(9 N:o managing agent s!:\all receive anything additional to the remuneration
fixed under sub-section (1) or sub-section (£), 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 purehase of machinery
stores, raw materials and manufactured goods or otherwise :

. Providefl 'that nothing herein contained shall prejudice his right to interest or
¥ dividend for loans, shares, debentures and, othgr investments ’.’’

8ir H. P. Mody : What happens to my amendment No. 2 on Slpple-
mentary 'Llst No. 5 which deals with the contracts of managing agents
with their companies ¥ My submission is this that, if this "afhendment
is decided upon now, the Honourable the Mover will be able to torpedo my
amendment. " :

Mr. President (The Honourable Sir Abdur Rahim) : Tt is not.
possible in a Bill like this to move all the amendments.” The Honourable
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Member can find out if this is a much more desirable amerndment for
the House than the others. :

8ir H. P. Mody : Then I oppose the amendment. Sir, this is a
very ingenious way of short-circuiting my amendment,

Mr, Akhil Chandra Datta (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.

Mr. President (The Honourable Sir Abdur Rahim) : I am afraid
that is not possible.

8ir H. P. Mody : Sir, I oppose this amendment. As I was saying
my Honourable friend in tacking it on to section 87-D is trying to
short-circuit my amendment. :

Pandit Govind Ballabh Pant : I was mortally afraid of your amend-
ment.

Sir H. P. Mody : There 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. 8. Satyamurti : What is he paid for, otherwise ?

~ 8ir H, P, Mody : lle is paid for' a lot of things (Laughter) and
the object of my Honourable friends ig to relieve him of even the few
loose coins that are left in his pocket. They hawe done away with all
other additional forms of remuneration and, flushed with their victory,
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 maintaing 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 any other quarter. There are cases
like that. For instance, there is a firm in Bombay. (4n 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 about managing agents, and while we are not here to
stand up for each and every managing agent I say without fear of
contradiction that marmaging agents generally perform their duties
honestly- and efficiently. (Voices : ‘‘ Question, question.”’) I strongly
oppose any jdea of trying to deprive managing agents of the remunera-
tion that is justly due to them for servieces which they have properly
rendered to companies. '

Mr. M. 8 Aney: I would just like to inquire from my friend,
Pandit Govind Ballabh Pant, as to what are the other sources, whieh
he has in contemplation, left out of which = the mapaging agent can

take advantage under sub-elause (2) of this~ clause if his ~amendment
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is accepted. Why should not my friend move a straight amendment,
for the deletion ot sub-clause (2) ? Because what I find is this. _Under
sub-section (2), ‘‘ any stipulation for remuneration additional to or
in any other form than the remuneration specified in sub-section (1)
8hall not be binding on the company unless ganctioned by a special
resolution of the company ’’. Now if the sources which the managing
agent can tap are taken away, are there any other sources left of which

lz.e )can take advantage by way of additional remuneration, in sub-section
2) 1

Pandit Govind Ballabh Pant : Sir, I think my Horourable friend
has not closely examined the wording of my amendment. 1 have mo
ﬂbJE‘CtIOIl 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 company itself, so long as it is remuneration. Whatever be
the basis on which that remuneration is caleulated. I have no quarrel
with that. If a company decides that the managing agent will get a
commission at the rate of three pies per rupee on the output of the
factory by way of his remuneration, T have no quarrel with that. Tt will
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 agent is appointed to manage the affairs of the company
and it is part of his husiness to look after all these things.

The Honourable 8ir Nripendra 8ircar : Sir. I do think my Honour-
able friend, Pandit Govind Ballabh Pant, has not quite answered the
question put by my Honourable friend, Mr. Aney. Put shortly, it is

this TInder paragraph 2 of 87-C, a managing agent can get an
‘he likes as remuneration :

‘¢ Any stipulation for remuneration additional to or in any other form than the

Temuneration specified in sub-section (1) shall not be binding on the company unless
#oactioned by a special resolution of the company.’’

Therefore, there is nothing left ; what souree is left which will be
tapped ? I say nothing can bhe done under 87-C (2). There is no
‘magic in the word ‘¢ remuneration ’* ; if he gets 2 per cent. on sales, and
5 or 10 per cent. on production, and so on, theoretically that is per-
missible in paragraph 2, because ‘‘ any stipulation for remuneration
additional to or in any other form than the remunerafion specified in
suh-section (7) shall not be binding on the eompany ’’—of course a
special resolution has got to be passed. That being so, what is the
obiect of this amendment—that no managing agent’' shonld receive
anythine additionial to what is given by sub-section (2). What is that
¢ additional *” thine ? That was the guestion of my Honourable friend.
Mr. Aney. and T think. with great respect to my Homourable friend,
Pandit Govind Ballabh Pant, that point has not reallv heen answered
by him. The only other point I desire to point out is thig!' Ts it really
suﬂ'p:e-‘-ted that under this amendment as regards the mano,gmg ‘agent

; w'ho zuara'ntees loans, as we all know ‘that . they | o .and gets g com-
m.gsvon or that guu‘pntee of say' ohe pef c.ent is th.a‘t géu,ng o he

v
e T CUELIAPC iy R n nl e H'-'

*Mmm 'l‘hereuthe'prom T sipng wu w4
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. The Honourable Sir Nripendra 8ircar : No, 8ir : *‘ 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 expeeted to
guarantee these loans, but he cannot get any remuneration for that.

Pandit Govind Ballabh Pant : Do managing agents get anything
for that ?

The Honourable 8ir Nripendra Sircar : Very often they do ; they
charge a commisgion for the guarantor’s commission,

Mr. Bhulabhai J. Desai : T have not yet known of any such case.
The Honourable Bir Nripendra 8ircar : I have known of many.
Mr. Bhulabhai J. Desai : Probably Culcutta is much more advanced.

The Honourable 8ir Nripendra Sircar : It may be Bombay is more
plulanthropic and does not charge anvthing. It is quite possible. IHow-
ever, I do not want to take the further time of the House.

Pandit Govind Ballabh Pant : In regard to the financing of these
concerns by the managing agents, I never thought that they had been
charging any commission for that ¢

The Honourable 8ir Nripendra Bircar : That shows that there is at
least something which my friend does not know. Sir, 1T oppose this
amendment. i

Mr. M. Ananthasayanam Ayyangar : Sir, I rise to support the
amendment moved by Pandit Govind Ballabh Pant and I shall try my
best to answer what my friend Panditji has not been able to ansver.
Under this amendment both the clauses (1) and (2) stand, though it is
said that he is trying to take away both these eclauses. Additional
remuncration is also sought to be given. But what he said was that s
amendment covers all the different avenues by which be can get comn:is-
sion. So far as I am able to understand, if a managing agent under-
writes a number of shares and gets a commission, this amendment will not
stand in his way for it is not the sale of goods.

. The Honourable 8ir Nripendra Sircar : But look at the word ¢ other-
‘wise ’ : it ropes in everything,

Mr. M. Anamihasayanam Ayyangar : I do not know how far the
consiruetion of ‘ otherwise ' can be applied to things which Lhappened
previously. So far as I ean understand it, the word * otherwise ' can-
not relate to anything which is not eontemplated in the previous porfion.
In the earlier portion there is a fixed percentage that is sought to be
given. If large profits are earned, the company by a special resolution
‘Tuay resolve to,give the managing agent bonus for the excellent work
that he has dome. Therefore, this amendiment secks to restrict his
remincratign for what he ought to do ia the ordinary course of his
dvuties., T put a question both to the Honoarable the Leader of the House
. ’and to my Honourable ‘friénd, Sir Homi Mody, why is it that this fixed
. Percentage 18 gugranteed {0 him under clagse (I) ! What is the work
he does to édrn it ¥ "If he enters into a comtract for the puichase of an
article which is necessary for the prosperity of the comnpany, why should
he be paid ! caficag act b ewadT ¢ orilaQ sehaadD LAvA R
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The Honourable Sir Nripendra Sircar 3 He is paid for his additional
iroubles,

Mr. M. Ananthasayanam Ayyangar : Then it comes to this that for
no troubles he gets a fixed percentage and for his lroubles he gets sonre-
thing clse.

The Honourable Sir Nripendra Sircar : Those are other troubles.
Mr. M. Ananthasayanam Ayyangar : What are the other Lroubles ?

The Homnourable 8ir Nripendra Sircar : That you will know when
you run .a business,

Mr. M. Ananthasayanam Ayyangar : 1 would therefore say tlat it
is a question of finance. We have repeatedly heard that the managing
ageni s there either on account of his technieal skill, or, more oftex, for
the finances that would flow into the concern because of his presence.
If the managing agent has got no financial stability, no bank will ordi-
narily lend money to that company. If that is the position why has he
been given 20 years for the past and 20 years for the future, when the
fixed pereentage is there ? And if there are profits, he gets something
more than his usnal commission. Under clause (2) not only does he get
the {ixed percentage but this percentage can also be increased. What
wy Ilonourable friend, Pandit Govind Ballabh Pant, seeks to provide
against by his amendment is that these managing agents ought not to
gct ail sorts of commissions on sales and purchases, which are a neccssary
par: of any company. 1 would. therefore, say, that what is sought to
be prevented by an earlier portion of the Bill, that is, restricting the
percentage to sales, will be undone, if this amendment is not there. Tt
this amendment is not accepted, it would open the door for many undesir-
alic things which we have been anxious to stop. I would, thercfore,
requcst the House to accept this amendment,

Mr. M. A. Jinnah : Sir, I regret very much indeed that my friend,
PPaudit Govind Ballabh Pant, should have dropped his amendment N¢. 83.
It would have been more logical so far as this particular question is
cuncerned. Anyhow, it is no more in my hands now to speak on ihat
because it has not been moved. The question before the House, as I
understand it, is this. We are assuming now that clanses (1) and (2)
of 87-C are strictly confined to the remuneration for agents as such, but
the agents may supply materials to the company. The agents may pur-
chiaze goods on behalf of the company : the agents may sell gonds on
benalf of the company. And what is now sought to be done is that they
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 you
prevent the agents from selling, purchasmg or supplying as any other
oulsicler might do. The amendment that is tabled says!that he should
not be allowed to do it at all and he should not get a remuneration. But
who is going to do it for you for nothing ? That is absurd. IL really
means that he should not be allowed to do it. If he has get-to buy any-
thing, if he wants supply of raw materials or sell anything, he must go
to an outsider. Therefore, you are stopping him from selling, purchas-
ing and supplying any raw materialy except through an outsider.

:Ir M. Ananthasayanam Ayyangar : He will be dismissed if he docs
not do it.
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Mr. M. A. Jinnah : The Honourable Member does not really appre-
ciate how the business is done. 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-
able rales, why should he not %

Mr. M. Ananthasayanam Ayyangar : There is no quarrel about that.
Bat he cannot, in addition, receive an allowance. He gels his price for
the articles he sells to the company. _

Mr. M. A. Jinnah : May I read the amendment ¥ What about his
profits :

‘¢ 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.....”’

Then, he is not ‘o make any profit when he supplies goods to the
company, and if he is making a profit, it will come under the word ¢ other-
wise . T am entirely in sympathy with the idea that there should be some
check hecause we have known many cases where a great deal of golmal has
been done. 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
another amendment which says that the managing agent can do it provided
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
H. P. Mody. was very 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 far as I
can gather from these various amendments. With all the desire, with all
the sympathy that I have for the shareholders and the interests of the
shareholders, I regret to say that I cannot possibly agree with my Ilonour-
able iriend, Pandit Govind Ballabh Pant, on this amendment. But wken
we come to discuss the other amendments, we shall see.

Pandit Govind Ballabh Pant : Then, I will agree with you.

Idr. 8. Satyamurti : Sir, the managing agents are the Inckiest
persons in the world. We began in the discussion on this Bill with the
Honourable the Law Member making a very good speech against the
managing agents and their abuses, but gradually I have seen hin. take
the position that almost any amendment which will rob the edge of these
clau§es is acceptable. But the greatest shock of mine during the dis-
cussion of this Bill was that the Leader of the Independent Party who,
:t[’ thought, was the sworn enemy of managing agents take up tie posi-
iou........

" .

Mr. M. A. Jinnah :'T am not. I may tell the Honourable Member
w.hat I am. I am the sworn enemy of the managing agents who are
dishonest, but.I must say this that there are managing agents who are
not dishonest.-

Mr. S. Batyamurti : Sir, we are legislating for all managing agents,
honest. and dishonest ; and I have yet to learn that, in any legislation, we
can distingnish between ore set and another set. Your legislation must
be so comprehensive and so complete, as to affect all managing' agents, dis-
honest adversely, and honest not adversely. That is the test. Therefore,
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when you want to prov1de by this amendment that there $hall be no com-
wission or allowance on purchase and sales, we are thinking of the dis-
honest managing agent. As for the honest managing agent, thers is no
need for any legislation at all. If everybody is honest, let us wind up our
show.  'The 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 combinz in
hinself two functions. By all means, let the managing agent purchase
from the outside market, and let him sell to the outside market ; but
let him not make a profit. The principle is that no man ought to be in:
a position where his duty and his interest are likely to come into con-
flict. The managing agent practically sells to himself or buys for him-
seif, for, for all practical purposes, he is the company. If he 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
ameldment, like {he present one.

8ir Cowasji Jehangir : Sir, I had no intention of speaking on this
amendment because I thought that its impraecticability was perfectly
elear to my Honourable friends. But my Honourable friend, Mr. Satya-
murti, has tempted me to say a few words. Now, Sir, the position i3
that managing agents do sell certain commodities to the companies of
wkhich they are the managing agents. If they take a moderate com-
mission it is all to the advantage of the company. But how are you
goiug to prevent managing agents from buying goods from outsiders,
and hecping secretly a large amount of profit ¢ That is what vou have
got to stop, if you ecan. That is what is happening. If a managing
agent 1s also the agent for certain machinery, it is more than likely that
he will sell that machinery at a very reasonable commission to the com-
pany of which he is the managing agent. But there have been cases
where the managing agents have bought machinery from outsiders, kesp-
ing very large profit for themselves. There is no use trying to be very
particular in trying to obviate dishonesty while leaving such la.rge loop-
holes for dishonesty all round. By trying to stop dishonesty in the
abstraet, you are making the whole thing impracticable. This i3 one
instancc where the whole business of the managing agents cai be made
impracticable by comprehensive theoretical prohibitipns wh'le large
loopholes are left for the managing agents to rob from 50 per cent. to:
70 per cent.

Mr. President (The Honourable Sir Abdur Rahim) : The guestion:
is e '
¢¢ That in clause 42 of the Bill, after sub-section (£2) of the proposed section 87C,.

the following new sub-section and the proviso be inserted and the sul:oeqnent sub-sectlona
be re-numbered accordingly : e

‘(8) No managing agent shall receive anything additional to the remuneration-
fixed under sub-section (1) or sub-section. (£), whether hy way. of com-
mission, 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 eontairied shall prejudice his right to interest or-
dividend for loams, shares, debentures and other investments ’.’’

The motion was negatived.
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Babu Baijnath Bajoria : Sir, I beg to move -

‘¢ That in clause 42 of the Bill, in sub-seetion (3) of the proposed section 870,
before the words ¢ loans and advanees ’ the word ¢ debentures’ be inserted.’’

Sir, what my amendment seeks is that in calculating {he net profits
interest on debentures should also be deducted. I do not understund
why a differentiation has been made between interest on loans and
advances and interest on debentures. After all debentures are also
advances to the company and the interest thereon should also be
deducted before calculating the mnet profits of the company. This
change has been made in the Bill by the Select Committee. If my recol-
lertion goes right, the word ‘ debentures ’ was there when the Lill vras
orizinally introduced. Sir, I do not want to make a long speech. I do
bkope the Honourable the Law Member will see the equity of my amend-
meut and aceept it.

Kr. President (The Honourable Sir Abdur Rahim) : Amendment
moved :

‘¢ That in clause 42 of the Bill, in sub-section (8) of the proposed section B87C,
before the words ¢ loans and advances ’ the word ¢ debentures’ be inserted.’’

Mr. T. Chapman-Mortimer : Sir, T understand the reason why the
Select Committee agreed that the word ¢ debentures ’ should not appear in
this clause in the place where my Honourable friend, Babu Baijnath
Bajoria, would like to have it was this : that in many companies, particu-
larly for example, railway companies and some of the heavy industries,
they have debentures, preferences and share capital in' almost equal pro-
portions ; especially for instance in railway companies, the debentures
and the preference between them may eome to more than or much more
perhaps than the ordinary shares and it was to provide for cases like that
that it was decided that debenture interest should not be taken into the
account when calculating the net profits. I submit, Sir, that it is a per-
feetly reasonable point of view, which if it is not aecepted may greatly
inconvenience certain companies and I hope Honourable Members of this
House will oppose the amendment.

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

18 :
‘‘ That in clause 42 of the Bill, in sub-section (3) of the proposed section 870,

before the words ¢ loans and advances ’ the word ¢ debentures’ be inserted.’’

The motion was negatived.

Mr. Mathuradas Vissanji (Indian Merchants’ Chamber and Bureau;
Indian Commerce) : Sir, I move :

¢ That in clause 42 of the Bill, in sub-gection (3) of the proposed section 87C,
the word ‘ depreciation ’ be omitted.’’

This -clause: refers-to the calculation of profits and the remuneration
of the managing agents to be ealculated on that. There are several items
which have got to be deducted according to this clause, while calculating
the remunéfation of the managing agent. In that depreciation is also in-
cluded.” What I want to point out is that in the present circumstances,
considering the fast advancement of scientific research and the changes
that are coming about in rapid succession, it will be necessary for any
company to bring about a state of depreciation much more than what is.
generully provided for in these days. It was ascertained by no less a
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person than the President of the United States of Amenca only about
threc years back by appointing a committee to ascertain the percentage
of depreciation that should be necessarily included for the purpose of the
accounts and the replacement of machinery in order to be able to compete
in <he world. That committee consisted of selected experts who went
rcund the whole country, inquired into every industrial concern, and
after due deliberation made a report that in present circumstances machi-
nery becomes obsolete after three years. That means that it has got o
be depreciated every year at nothing less than 33.1|3rd per cent. If that
analogy is going to be applied for the successful running of.a coucern in
India, you can very well imagine, Sir, what depreciation will have io be
provided every year in every concern. And if that is done, what is the
position of the managing agent for the remuneration that he has got to
take for the conduct of his affairs ? If he is only fair to the company
he cannot be fair to himself. If it were only provided that for the purpose
of calculation of the managing agent’s remuneration the amount that is
allowed by the law should be allowed, afier income-tax of 4 per cent. for
machinery and 24 per cent. for the bulldmgs then it would be something
reasonable as provided by the amendment of the European Groun of this
Assembly. But to simply do away with any rate of caleulation and debar
tue munaging agent from obtaining his dues on the depreciation is rather
unjust as I feel it. Suppose a company is started hereafter for the pur-
posc of supplying electricity. As it is generally known,. electricily
apparatus generally becomes obsolete after every five years, and if provi-
sicn is not properly made for the depreciation every year, the company
is really suffering. It will only lead to a rather dishonest method of calen-
lation by the managing agent, if he is not honest to the company. Of
dourse 1 remember that this is only applicable to compames to be cstub-
lished hereafter, and if this clause be made operative in this way I am
afraid the future companies will be very well providing for remuncration
in other ways, fearing what they will have to do for the depreeciation. T
recommend for that purpose that the word ‘‘ depreciation ’ be omitted
from the clause.

Sir, I move.

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

. ¢ That in clause 42 of the Bill, in sub-section (3) of the prdposed section 87C,
the word ¢ depreciation ’ be omitted.”’

8ir Leslie Hudson (Bombay: European) : Sir, I wish to support this
emendment. Whilst it is a fact that depreciation is looked upon by
accouniants in some instances as working expemses, there are many other
instances where depreciation is not deducted for ascertainimg profitsq The
section preseribes no limit to the depreciation and in our opinion if this
amendment and the next but one are carried, it may lead to e¢onsiderable
embarrassment and controversy, and we wish to support this amendment.
The section 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 sun as 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-

ings ’’. 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 much 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 merey 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 Vissanji, 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 once we allow a managing agent to
get remuneration on the basis 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 1s an entirely new principle that I
have been hearing on the floor of this House. Whenever we discussed any
measure—iextile 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. Ziauddin Ahmad : That is the prineiple to which we agr ood
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 74 to 10 per cent, depending on the nature of
the machinery. But any suggestion which disregards depreciation in
ealeulating net profits is a very novel principle and entirely cpposed to
what we have been discussing all along. Tariff Boards have allowed
depreciation in their caleulations. Therefore any suggestion that de-
preciation should be disregarded is in violation to all prineiples. Deprecia-
tion was one of the items, along with interest, working expenses, reserve
fund, which was always calculated 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. Bhulabhai J. Desai : Sir, in view of amendment No. 88, I oppose

this amendment, amendment No. 87.
_ Mr. President (The Honourable Sir Abdur Rahim) : The question
is :

‘* That in clause 42 of the Bill, in sub-section (3) of the proposed usctlon 870,
the word ‘.depreciation ’ be omitted. b

The motion was negatived.

L346LAD y
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Mr. Akhil Chandra Datta : Sir, I move :

. ““ That in clause 42 of the Bill, after the proposed section 87C, the follomng"_ “new
section be inserted : - Tl

# 87CC. No Managing Agent shall receive any profit or remuneration whether by
way of commission, allowance, percentage or otherwise for services
rendered by him to the Company in the shape of supply, sale or purchase
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) Aset,
1936 °.7°....

The Honourable 8ir Nripendra 8ircar : Sir, I would like to raise

a pomt of order. Is there any difference between amendment No. 86
aud the one now being moved ?

Mr. Akhil Chandra Datta : Yes : there is a remarkable difference.
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 Agent
to feceive any profit or remuneration under any contract in force at the time of the
commencement of this Act.’”’ :

The Honourable 8ir Nripendra Sircar : But the greater includes the
less : does it not ¢

Mr. Akhil Chandra Datta : Which is the greater ¢ My claim is
less modest than the claim in the other amendment.

- The Honourable Bir Nripendra Sircar : If I may point out, the
other amendment also was in relation to new companies, because it was
an amendment of 87C. There is no question of old managing agents
being included by my Honourable friend, Mr. Pant’s amendment. I am

placing 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, section 87C relates to
companies incorporated afier the commencement of the Indian Compa-
nies Act, 1936. I do not see what the difference is between the two. Cne
seems to be substantially the same as the other. That is my submission.

Mr. Akhil Chandra Datta : The greater claim has been disallowed :

mine is the lesser : but it goes a little further in favour of the managing
agents,

Mr. President (The Honourable Sir Abdur Rahim) : I am afmid,
T must rule that this amendment is out of order.

Pandit Govind Ballabh Pant : Sir, I move :

‘¢ That in clause 42 of the Bill, in sub-section (1) of the proposed section 87D
after the words ‘ managing agent of the company ’ the words ‘ or to anyipagimer of
the firm, if the managing agent is a firm, or to any director of the private company‘
if the managing agent is a private company ’ be inserted.’’ 7

h

This is a repetition of the hackneyed formula, so I need nof say
more. L ;
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Mr. President (The Honourable Sir Abdur Rahim) : Amendment
moved :

¢ That in clause 42 of the Bill, in sub-section (1) of the proposed section 87D,
after the words ‘ managing agent of the company ’ the  words ¢ or to any partnmer of
the firm, if the managing agent is a firm, or to any director of the private company,
if the managing agent is a private company ’ be inserted.’’

Mr. T. Chapman-Mortimer : My Honourable friend, Pandit Govind
Dallabh Pant, said that his amendment No. 95 is in substance really the
same as has been adopted in other parts of the Bill. I submit that that is
not so, and that if this amendment is put in bere to sub-section (1) of
section 87D, the effect may be most far-reaching and it may cause eoinpli-
cations which can hardly at present be fully understood, and I trust that
Honourable Members of this House will oppose it. Sub-section (1) of
géction 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 :his Bill, we have already a defini-
tion of a managing agent. It is quite clearly laid down there what a
managing agent is. In other sections we have provided safeguards to
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 aectual fact it will affect us I eannot say. But
I do hope that Honourable Members will believe that we have already
got sufficient safeguards on that point. After all, it should be remembered
that if there is any doubt on all these things it would always be possible
for the company in general meeting to decide that certain individuals
should represent the body of shareholders and examine the books of the
company, and then they would be able to decide on the facts of the case
whether section 87D (1) has been impinged in the spirit, if not in the
letter. Sir; I oppose.

Dr. Ziauddin Abhmad : I thought that the amendment now before
us is really an explanation of the provision already in the Bill. The IBill

EAYS :

‘¢ No company shall make to a managing agent of the company any loan out of
moneys of the company.’’

That everybody admits, but if the managing agent is not &u indivi-
dual but a company, in ¢hat case the natural conclusion is that no person
who is a partner of that company,—or 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 agent is a private company, should not be in a
position to borrow money. That is really an explanation of the prineiple
which we have already admitted and which is already in the Bill.

Mr. President (The Honourable Sir Abdur Rahim) : The quostion
is :
L That.i.n dause 42 of the Bill, in sub-section (1) of the proposed section 87D,
after the words ‘ managing agent of the company ’ the words ¢ or to any partner of
the firm, if the managing agent is a firm, or to any direetor of the private company,
if ‘the maraging agent is a private company ’ be inserted.’’

Lo 'Qhe -mption was adopted.
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. Pandit Govind Ballabh Pant : I moeve :

¢ That in clause 42 of the Bill, in sub-section (1) of the proposed section Q’I’f’),"
the words.* or guarantee any loan made to a Managing Agent ’ be added at the end.

It follows the one which has just been accepted.

Mr. President (The Honourable Sir Abdur Rahim) : The questivn
s L
- _¢¢ Phat in clause 42 of the Bill, in sub-section (1) of the proposed section 87D,
the words * or guarintee any loan made to a Managing Agent ’ be added at the end._”

The motion was adopted.

Dr. N. B. Khare (Nagpur Division : Non-Mubammadan) : | move:

¢« That in clause 42 of the Bill, sub-section (2) 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 main-
tained in pursuance of this sub-section the balance sheet of the company
shall diselose 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 ecredit 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, (#) the
masimum limit of eredit utilised by the managing agent during the period

to which the balance sheet relates, and (#:) the amount outstanding at the
daie of the balance sheet.

Sub-section. (2):of section 87D authorises a managing agent to hold
credit in a current account with the company and the limit of such credit
iz to be previously approved by the directors. In view of the fact that
t!.e limit is to be fixed by the directors it is but legitimate that shareholders
should know the maximum limit of such credit in the current account. A
eredit held by a managing agent in a current account with his company
is avother form of a loan to the managing agent. It is, therefore, impera-
tive that the amount of credit approved by the directors and the amount
of credit utilised by the managing agent should be disclosed in the balance

skeet so that the shareholders may be able to study the position with
1cgard to the current account.

It might be argued that under the existing form of the balance sheet
the amount 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
current account will not see the light of day. It may be that throughout
the year the managing agent may remain indebted to the compagy but
at the end in order to suppress the fact of his indebtedness in the current
account he may square up the account and renew operations on the
sccount next year. Such cases have oecurred. The most classical illustra-
tion is that of the Indore Malwa United Mills, Ltd. whose managing agents

berrowed lakhs of rupees from the company i : i

Aexiha ] Yy 1n current account, repaid
them at the end of the accounting period and again borrowed in the ;ext
year. In this connection attention may be drawn to the following passage
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in the report of Messrs. S. B. Billimoria and Co. who examined the accounts
of the company :

¢“Phus, throughout this long period, although colossal sums of money were
withdrawn 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 credit
balances at balanee sheet periods, and the depositors and the shareholders were lulled
jnto a hope cf false security, with regard to the financial position of the mill’ company,
a8 reﬂected in the published balance sheets.’’

“In short, it is with a view to check window-dressing me‘hods that the.
amendment has become necessary. In this connection reference may alse
be made to section 128 of the English Companies Act which is as 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, eontain
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 loanc 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 ecurrent account
should not make any difference in that as already stated above the
eredit 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.

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

‘“ That in clause 42 of the Bill, sub-section (2) of the proposed section 87D, be
re-numbered as sub- seetlon ) (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-
tamed 1n pursuance of this sub-section the balance sheet of the company
shall disclose particulars as to the maximum limit of such curtent 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 8ir Nripendra Sircar : I oppose this amendment
and I shall put it very briefly indeed. From the point of view of out-
siders I really object to more information about the financial operations
of the company being broadcasted than is necessary. This amendment
will mean a conmderable addition to the information in the balance
sheet but the point of view of the shareholders may be quite different.
They are quite entitled to know what is happening between the directors
and .the company. For that reason we kave now made Article 105 of
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+*{Sir Nripendra Sirear,].

Table ‘“ A’ compulsory so that it is quite open to them tp pass & .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 is unneces-
sary to load the balance sheet with information which . may in some
¢ases be usefal but in other cases mnot desirable to disclose to-the
publie.

Mr. President (The Honourable Sir Abdur Rahim) : The_ qugstion
is ¢ v

4¢That in clause 42 of the Bill, sub-seetion (£) 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 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 ’.’’

The motion was negatived.

Mr. T. 8. Avinashilingam Chettiar (Salem and Coimbatore cum North
Arcot : Non-Muhammadan Rural) : Sir, I move :

“¢ That in clause 42 of the Bill, in sub-section (8) 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 (3) of the proposed seetion 87D,

after the words ¢ making of the loan ’ the words ¢ or giving of the guarantee ’ be
inserted.”’

The Honourable 8ir Nripendra Sircar : I aceept the amendment.

Mr. President (The Honourable Sir Abdur Rahim) : The question
18 : .
‘¢ That in clause 42 of the Bill, in sub-section (3) of the proposed seetion 87D,

after the words ¢ making of the loan ’ the words ¢ or giving of the guarantee ’ be
inserted.’’

The motion was adopted.

Mr. T. 8. Avinashilingam Chettiar : Sir, I move :

¢ That in clause 42 of the Bill, in sub-section (8) of the proposed section 87D,

after the words ¢ repayment of the loan ’ the words ¢ or discharging the guarantee ’ be
inserted.’’

This is also consequential. .

hgr. President (The Honourable Sir Abdur Rahim) : Amen&mo'ﬁt
mnved : EE

#¢ That in clause 42 of the Bill, in sub-seetion (8) of the proposed section’ B:YD,

after the words ‘ repayment of the loan ’ the words ¢ or discharging the guarafrtes ’ %a-
insgrted.’’ ' i .-

“fhe Honourable 8ir Nripendrs Sircar : I accept the amendment.
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Mr. President (The Honourable Sir Abdur -Rahim) : The question
is : ' '
¢ That in clause 42 of the Bill, in sub-section (3) of the proposed section 87D,
after the words ¢ repayment of the loan ’ the words ¢ or discharging the guarantee ’ be
inserted.’’ : : - . - X

The motion was adopted.

Mr. M. Ananthasayanam Ayyangar : Sir, I move :
¢“ That in clause 42 of the Bill, after sub-section (4) of the proposed section 87D,
the following be inserted :

* (5§) No managing agent, or where the managing agent is a firm a partner
thercof, 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 the comsent of the company in general meeting given genmerally or
specifically :

Provided that nothing herein contained shall affect any contract for such sale,

purchase or supply entered into before the commencement of the Indian
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
general meeting of the company the terms must be given for entering
into such contracis 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 managing agents are
entitled to appoint. As regards the balance of the two-thirds, some aof
them may be appointed by a statutory body, some by an Indian State
where that State takes shares ; in that case it is open to the latter to
insist upon a particular number of directors 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 practically the nominees
of the managing agent, the mere majority of {wo-thirds might not be
enough to check any disadvantages of a contract in the matter of the
sale or purchase of goods entered into by the managing agent. There
.i8.thus absolutely no guarantee that the managing agent enters into a
proper kind of contract. Tt is mecessary with respect to all such sales
or- purchases that there should be an independent ageney to see whether
such sales are properly made and whether the commission is proper :or
uct : and it is only for that, Sir, that T'am trying to provide for & parti-
Hular: -agency and that agency is the general body. The directorate,
which contains the nominees of the managing agents, eannot be trusted
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3w1th this business and, therefore, in the best interests of the company
-'-1tse1f I say this amendment ought to be accepted.

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

¢ That in clause 42 of the Bill, after sub-section (4) of the proposed section 87D,
the followmg be mserted

‘* (5§) No managing agent, or where the managing agent i8 a firm a partner
thereof, or where the managing agent is a pnva.te company any member
or dlrector 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 the 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 commencement of the Indian
Companies (Amendment) Act, 1936 ’.’’

8ir H. P. Mody : Sir, my Honourable friend, Mr. Ayyangar, has put
forward 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 transaction. 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
‘believe 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
matter ! The Honourable Member has given seven choices. He started
off with soup and then went on to fish and then, with the permission of
the Chair he withdrew both the soup 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-
ments that were advdanced on a previous occasion—is from the very
nature of things obliged to deal with his company. Supposing he has
the agency of an insurance company or a machinery .concern. There is
no reason why, in such a case, he should go past his own agency. The
amendment which I have tabled, and which unfortunately cannpt eome
on just now because I have tacked it on to clause-87-H, provides what 1
_regard is a safeguard which should be considered as sufficient in all cases.
That safeguard is that where the managing agent enters into a contract
with his company, he cannot do so unless the transaction has been
,approved of by the board of diréctors. A similar safeguard was accepted
in respect of directors, and 1 submit that the same safeguard should be
.. regarded as adequate even frém the point' of view of my Honeurable
friend, Mr. Ayyangar: ‘Sir, T oppose the amendment.: ;'
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Mr. F. E James : Sir, I find myself in the unusual . position of
agreeing with my Honourable’ friend, Sir Homi Mody. I oppose this
amendment,—in fact all my Honourable friend’s amendments with a
repugnance which only varies in degree. I do not think the House
-should’ have anythmg to do with any of them. There are many eases
where the managing agent is in a position to sell to his company pro-
ducts which the comapany cannot get elsewhere, either of the same quality
or of the same or cheaper price or on as favourable terms ; and there are
cases where a particular commodity which is sought to be purchased
cannot be obtained from any other company. It has been pointed out
on a previous occasion that the cases where managing agents sell to their
companies 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 these amendments seek in varying
degrees to place upon freedom of trade in this matter would not only
deprive the existing companies of the facilities which they at present
have but would, I suggest, in some cases lead to all kinds of devices for
getting round these restrictions. 1 am not at all sure that in the parti-
cular amendment which my Honourable friend appears to be coneentrat-
ing on he is not opening the door to a very great deal 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
or 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 under 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. Under clause
45 (a) ot 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 afforded by the
Indian Contract Aect against abuses of the nature which my Honrourable
friend has in mind. I do suggest that the provisions already in the Act,
as amended, so far by the Bill, do safeguard the shareholders acainst
the poss1b1htv of any misuse of his powers.

Mr. M. A. Jinnah : What are those safeguards in the Bill 2

Mr. F. E. James: I have already mentioned them bhut at the risk
of repeating myself I will mention them again. In the first place, I
will read out from the Bill itself. By section 91-A and section 91-B of
the Act, as now amended, the managing agent’s director is precluded
from voting and is obliged to disclose his interests. These sections
correspond to clauses 44 and 45 of the Bill. Under clause 45 (a) of
the Bill, which is section 91-B of tha old Act, he cannot count for the
purpose of forming a quorum at a meeting where this 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-section (3) of

L346LAD ]
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91-A ‘of the Act. My point is this that there is such a thing as driving
a good case too far.. We on these benches have never been opposed io
.the imposition of reasonahle safeguards upon the directors and managing
agents in regard to these matters. We have never been opposed to the
fullest disclosure of all contracts in which either the directors or the
managing agents are interested. What we do oppose and shall always

oppose throughout this Bill is any provision which would have, as its
effect, any restriction or restraint............
Mr. President (The Honourable Sir Abdur Rahim) : 1f th: llonour-

able Member cannot finish in one or two minutes, I think he had better
continue to-morrow.

V The Assembly then adjourned till Eleven of the Clock on Thursday,
the 1st- October, 1936.
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