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at that time, he told me "I do not like 
wild allegations to be made on the 
floor of this House and they go un
challenged". If any particular Mem
ber takes exception to the remarks 
that have been made by another Mem
ber, certainly, you can expect from 
the Chair that pTima facie an enquiry 
will be made into it, then the Hpus'c' 
will be taken into confidence and 
something will be done about it so 
that in future no wild allegatiom arC' 
made either by this side or that sir1 

Some lion. Members r()se-

Mr. Deputy-Speaker: am not 
allowing any further statements. 

Shri lIarish Chandra lUathur: 
only wanted to quote thc precedent. 

Shri D. C. Sharma: Sir, may 
submit ..... . 

Mr. Deputy-Speaker: I am not going 
to allow " discussion. 

Shri D. C. Sharma: But, Sir, you 
have given opporwnity to some Mem
bers. 

Mr. Deputy-Speaker: Shri Sharma 
will please sit down. The question 
is under what rules the enquiry has 
to be made. The Prime Minister has 
suggested, as I have suggested earlier, 
that a motion may be made. It will 
strengthen the hands of the Speaker 
also. All the discussion that has 
taken place will be considered by the 
Speaker and he will take whatever 
action is necessary to be taken. 

Shri M. R. Masani: May I plead 
that you should not press for a 
motion"? Let the Speaker consider 
this Question. 

Mr. Deputy-Speaker: All right. 
This question will be considered. Now 
We will take up the next item. 

13.85 hrs. 

COMPANIES (AMENDMENT) BILL
-co:ntd. 

Mr. Deputy-Speaker: The House 
""::' "OW tak2 up further considera
t",,1 of the Cornpanies (Amendment) 
Bill, as reported by the Select Com
mittee. One hour and fifty-five 
minutes remain. Only ten minutes 
for each Member. 

Shri lIeda (Nizamab"d): Mr. 
Deputy-Speaker, before I give my 
support to this Bill I would like to 
welcome the policy statement made 
by the Finance Minister. I am happy 
to note that a number of Members 
have also welcomed it. I welcome 
his radio speech in last October and 
I hope he will continue this new 
method and th!:reby take the House 
and the nation into confidence and 
give lh~m some indication of the state 
of affairs of our economy. I would 
only say that he s'hould use a langu
agt' which is more understandable to 
the common man. 

Coming to the Bill, within the 
limited time at my disposal, will 
take one or two points. The flrst 
point, whiCh i, the major and most 
controv('rsial point, is regarding 
clause 5. The Finance Minister in hi~ 
stat~ment has mentioned that the 
implication of this clause on which 
there is a controversy, is' very much 
limited. If I may be allowed to 
read out a few sentences from his 
speech, he says: 

"It has been mentioned to me 
and t'here has been some discus
sion outside about this particular 
claUse whether the intention of 
the Government is to include 
loans issued by corporations over 
which Government has control, 
like the IFC and so on. I may 
at once deny that there is any 
such intention. The loans that 
are sought to be covered by this 
provision are loans directly given 
by Government and it is not 
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even expected to include the 
loans given by the National Ship
ping Board for the purpose of 
encouraging shipping industry in 
this country. In fact, according 
to the information that I now 
possess, the total number of 
Joans covered by this provision 
would be five, of which one hap
pens to be a company in which 
Government have partnership of 
50 per cent-Oil India. One 
happens to be a very small com
pany where four lakhs of a five 
lakhs loan 'has been repaid. An
other happens to be a loan of 
Rs. 13 crores of which possibly 
Rs. 50 lakhs have been paid. 
'That leaves only two steel com
panies as the major concerns to 
have taken a loan from the Gov
. ernment to whom this clause 
might apply." 

'Though the Minister has referred to 
direct loans by the Government and 
interpreted the clause as such, if you 
look at the clause, as it is at present 
worded, it does not necessarily bear 

·out that interpretation. Therefore, I 
'would suggest that he should come 
forward with a suitable amendment 
so that there is no suspicion or doubt 
or any other interpretation and the 
intention of the Government is made 
amply clear. Since the term used in 
·the clause is "Government loan", 
whatever the Finance Minister may 
say, the executive will certainly go 
by t'he law as it is passed, and not 
by the explanation given by the 
Finance Minister in this House. 
Therefore, not only the I.F.C. or the 
Shipping Board, but so many other 
corporations would be brought in and 
loans would be accepted as the loans 
given by the Government. In a 
broad sense, the giving! of loans by 
Government generally gives the idea 
that the loans are at hundred per 
cent disposal of the Government. If 
you look at the Shipping Board or 
the L.I.C. Or other funds, they are 
hundred per cent in the hands ot the 
Government. Therefore, it is Quite 

possible that the mischief of this 
claUse would expand its arena and 
would not be limited to the five 
companies as he has mentioned. Now, 
he has already mentioned that out 
of these fiVe companies, two do not 
come at all in the picture. The one 
is Oil India which is almost a (}Qv
ernment company-50 per cent part
nershi~nd in fact it is in the pub
lic sector. The other is the small 
company where Rs. 4 lakhs out of 
Rs. 5 lakhg have been paid. Only 
the two steel companies remain. 
Therefore, it may give an impression 
to the people at large that the entire 
object of this clause was to hit or to 
have control over these two steel 
companies and if that is so, it would 
not be a proper thing. So, it is time 
that the Government may consider 
over it . 

Again, I have experienced-and I 
have stated earlier also-that many 
times Government take power and do 
not USe it. Whenever they corne 
forward with a legislation and ask 
for more and more power for them
selves, they Say that this is what is 
happening and that is what is hap
pening and so they would like to 
remedy all these wrong things. But 
having taken the power, they hardlY 
use it. Here again, I fear that in 
spite of such a great controversy, the 
execl1tive may take power and would 
not use it. And if they are not 
going to ,'c it, then why take the 
power unn':'cssarily and create ex
pectations Or suspicions among the 
minds of certain sections of people 
and thereby cause unnecessary unrest? 
From that angle also, I feel that the 
implication or the focal point in 
clause 5 becomes unnecessary or un
desirable. 

The other thing that I would like 
to take is about the trust. Shri 
Masani elaborated his point and said 
that trusts are charitable organisa
tions and, therefore, they should not 
come under the mischief of taxation. 
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In fact, if you just look at the history 
of these trusts and 'how they were 
started and all that, you will come to 
know that it was in the United States 
that such a development started. 

, Senior Ford, when he invented this 
organisation, felt that if he was to 
pay such a heavy duty, then after 
his death, his sons, his heirs, will not 
have the controlling interest in the 
-company itself. Therefore, he thought 
of this innovation and he transferred 
.all his shares to a trust and thereby 

• he got rid of the estate duty and not 
{lnly that, 'he maintained the control
ling interest in all his undertakings 
and from that time till now, maybe 
about 50 years or more, the trust is 
having controlling interest in all his 
undertakings and many times there 
is hardly a member of his whole 
family on the trust. All the same, 
the control remains there. Whether 
charity is good or bad from a 
philosophical point of view, I would 
not like to discuss. The only word 
about it I would say is that when we 
think of social security, when we 
talk of socialism, when we Say that it 
is the duty of the State to look after 
every man, every woman and every 
child, individual charity has no place 
in the scheme of a socialistic society. 
Therefore, we should not be very 
much carried by the pious or religious 
sentiments generally attaching to 
charity. 

The second thing is that a trust, 
whether it is charitable Or anything, 
is an .economic ac~ivitv which starts 
new organisation~ and earns crores 
of rupees. Why should it not give 
money to the Government in the 
shape of taxation. Why should it 
evade that taxation and pool the 
taxes in something else? It is said 
that because of this, it was possible 
for Tatas, for example, to have a 
magnificent organisation at Bangalore 
of Which you and I and everybody 
has got great appreciation. True. But 
even otherwise what will happen? 
The money would have gone to the 
Government and since the Govern
ment believes in a welfare State, the 

money that would have come to tehe 
Government would have gone for the 
welfare of the State itself. The only 
apparent benefit that appears to be 
there is that the taxation that is saved 
by the trust is utilised for the public 
good by certain individuals or group 
of individuals. If those trusts are 
not condoned, are not exempted and 
they are taxed as every other econo
mic activity is taxed, the money that 
Government would have got through 
the taxation would also be spent for 
the welfare of the State. Therefore, 
Shri Masani shOUld not have all those 
compunctions which he had expres
sed. 

With these words, I support the Bill. 

Shri Morarka (Jhunjhunu): Mr. 
Deputy-Speaker, Sir, ! welcome the 
Bill as it has emerged from the Select 
Committee. The Select Committee 
has done a lot of -;ood to and has 
introduced many improvement.~ in 
this Bill. We must ':Je thankful to the 
hon. Finance Minister for accepting 
the various amendments at the stage 
of the iSielect Committee whirh have 
definitely improved the Bi!: and 
which to a great extent reduced the 
regours of thOse prJvision~. 

There is one clause in pal'ticular 
which has raised a lot of controversy 
as there is a difference of poinion 
bt'tween the Selct Committee and the 
Government. I would like to say a 
few words about that. What I feel is 
that the provisions of that particular 
clause are not fully or properly appre
ciated and hence most of the misun
derstanding is based on an inadequate 
appreciation. I am referring to clause 
5 of the Bill. 

This clause 5 seeks to amend section 
81 of the Companies Act. Now, sec
tion B1 deals with the further issue of 
capital, that is, when an <;xisting com
pany issues more shares, how thoEe 
shares should be ::iJlotted. That is 
what section BI prescribes. In that 
section, it is said that in the interest 
of equity and justice, new shares must 
be issued in certain definite proportion 
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to the existing share-holders. Then 
there arc certain cxcepti('lns to this 
general rule. What arc those excep
tions? One is that if it i;; cmsidered 
in the interest of the company that 
some slures ,.hou!d be i.;slIcd to per
sons oth"r than the share-hlildel'3, then 
by a special resolution that can be 
done. That is not being touched at 
all. 

The next prcvi,ioll w!l:ch el(i:;t,; In 
Our existing bw is tint if the dfben
tures or loans ar< issued by or t"ken 
by the compan,\', th('n in lh~Jt ca.;C' if 
there is a Pi'Q\·!.'-':u:: in th~ ternl':; of 
that i~su~ or of the loans, tho·", lo:'ns 
Or debenture.' coull ah:J be C'o!l\'erted 
into i:quit~, sh:<rcs. Th~t i3 tl,.. exist
ing prOVISlOll. BLII CIl: ,:xist,ng pro
VISion qualifies this right by three 
conditions. F.r"Uy, there mL!'·1 be a 
provi5ion in the cxisti~g agrecmc'n1; 
secondly, even if then' i: ~ p"ovisian 
in the agreeme!:t. ~his :,gr:'erneIlt must 
be approved by the s!nre-holdcl's by 
a sped"l resalution "lid thirdi,\', even 
after this is approved,:t mLl:;t be 
sanctioned by the Gover/uncut. 1'f 
these three conditions ar~ fu!511cd, 
th('n and then Blane the loan:; or 
debentures cou:d be converted into 
equity sh3rc·;. 

Now, under the new scheme of the 
E:'l, the GOv.::flln1i.;!nt prop:):~l':; to 
divide these debentures and loans into 
three different catcgorib. 'l'he first 
is, loans and debentures belonging to 
the public; the second h;. loans and 
debentures belonging to Government 
and Government institutions Iii<" the 
LIC and the IFC., etc. and the third 
is loans from the debentures to the 
Government itself. F'or these three 
categories, three different sets of con
ditions have been laid down. For 
loan'; from the public or the deben
tures issued to the public, th(' same 
set of conditions exist, namely a term 
in the agreement, approval of the 
shareholders by a special resolution 
and approval of Government. .For tile 
second category, namely loans from 
Government and Government in'stitu
tiims or debentures issued to tnem, 
there are only two conditions needed 

""iter, namely a term in the agree
ment and the approval of GGverll
men'. ~'1r the third category, name
ly luan; from or debentures to Gov
ernment themselves, the basic or main 
amendment is that hereafter, it does 
not require ally qualification; that is 
to ',ay, there is need neither for a term 
in the agreement nOr for approval of 
the shareholders nor for permisswn 
from Government. If, Government 
give a direction, then the company 
concerned shall have to convert that. 
Governmeilt can do this even in l'e,
p~ct of the past loans. 

Thrre <Ire three grounds on which 
this amendment oi Government can 
be objected t(" ~nd in fact, has been 
obj('ctod to. O!1e is the constitutional 
or the legal grollnd, the second is the 
ethical or the moral ground and the 
thi"d is the practical ground. 

So br :.IS the constitutionality i~ 

conc'('rnf-'d, tiICre are more competent 
M"mher.; in th:s House who would 
s.!)('ak and giv<, their opinion. But 
to a layman like me also, it strikes 
t1O:1\ ::ou sh"uld 110t and you cannot 
v!Olate the s:mctity of a c:Jntract 
unilater:Jlly without the consC'nt of 
the 0:1,::1' party. If a contract bet
w:cen two individuals is violated, then 
(',C individual has a recourse and h35 
the remedy or Can seck redress in a 
court 0'£ law. But when there is a 
contract betwern Government and an 
individual, and Government violate 
the sanctity, the individual has no re
dress. So, 'strictly on this contractual 
asp,'ct, I agree that tho sanctity of 
the contract is being violated to some 
extent. 

Similarly if you take the ethical 
side of it, it sounds very normal that 
once a contract is entered into on cer
tain terms and conditions, you should 
not change them without the consent 
of the other party, unless there are 
certain overriding conditions, and un
less it is so required in the interests 
of the country or under certain emer
gent conditions. You know, Sir, and 
the House also knows that time with
out number, the House has resisted 
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and Government also have resisted 
the demand for the abolition of the 
privy purses, mainly because they say 
that there is a contract and they can
not violate that contract; that is an 
obligation which no self-respecting 
Government can ever repudiate. With 
.great respect and in all humility, ! 
u!(ree with those sentiments of Gov
(·roment. 

But my most important point is re
garding the practical aspect. As the 
hon. Finance Minister has pointed out 
in his speech, while moing the Bill 
as reported by the Select Committee 
for consideration, the practical impact 
of this provision i';; that only two steel 
companics would bp essentially ahect
I'd. If I may ~ay so, this argument 
cuts both ways Firstly, since it is 
going to have 3ueh a narrow applica
tion, why should people bother about 
It? At the same time, if this provi
sion has sueh a narrow application 
that it is going to tOuch only two com
panies ... 

Shri P. R. Patel (Patan): Which 
two companies? 

Shri Morarka: The two steel com
panies. In that case, why have this 
provision, which, to say the least, is 
not quite ethical a provision which 
m a way violates the sanctity of the 
contract. But, that apart, according 
"to me, there is another practical as
pect of this proposition. The fear 
'that Government want to have back
dOOr nationalisation by means of this 
provision is not quite correct. For, 
after all, what would be the effect 
-of this provision? The effect would 
'be that Government can direct that 
the loans giVen to a certain company 
should be converted into equity capi-
1al. What would be the terms and 
·conditions of the conversion? Those 
terms and condition" would not be 
arbitrary. In the first instance, Gov
·ernment would determine the terms 
and conditions, but then, those terms 
and conditions are subject to adjudica
iionby a High Court. and if the High 
Court feels that the terms and condi
tions fixed by Government are not 

reasonable, then the High Court has 
a right to change those terms and con
ditions. In any case, the rate of con
version cannot be lower than the mar
ket rate. 

If you will kindly see clause 4, the 
proposed sub-section (4) of section 81 
reads as follows: 

" .... the Central Government 
may. if in its opinion it is neces
sary in the public interest so to 
do, by order, direct that such 
debentures or loans or any part 
thereof shall ,be converted into 
shares in the company on such 
terms and conditions as appear to 
that Government to be reasonable 
in the circumstances of the case, 
even if the terms of issue of such 
debentures or the terms of such 
loans do not include a term pro
viding for an option for such con
version:": 

Then, the proposed sub-section (5) of 
section 81 reads thus: 

"In determining the terms and 
conditions of such conversions, the 
Central Government shall have 
due rcgard to the following cir
cumstances, that is to say. the 
financial position of the company, 
the terms af issue of the deben
tures or the terms of the loans, 
as the case may be, the rate of 
interest payable on the debentures 
or the loans. the capital of the 
company, its loan Iiabil
lities. its reserves, its profits 
during the preceding five years 
and the current market price of 
the shares in the company." 

Then, the most important provision, 
namely proposed sub-section (6) of 
the same section says: 

"If the terms and conditions of 
such conversion are not acceptable 
to the company, the company may, 
within thirty days from the date 
of communication to it of such 
order or within such further time 
as may be granted by the Court, 
prefer an appeal to the Court in 
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regard to such tenns and condi
tions and the decision of the Court 
on such appeal and subject only 
to much decision, the order of the 
Central Government under sub
section (4) shall be final and con
clusive .... 

So, the point is that these terms and 
conditions are subject to judicial re
view. When Government nationalise 
a company, the quantum of compen
sation is not a matter of judicial re
view, and it is not a justiciable issue. 
But, here, in this case, when loans are 
being converted into equity shares, 
the tenns and conditions of such con
version are subject to judiCial review. 

But the main point is this. If Gov
ernment want to convert their loans 
into equity shares and convert them 
at the market price, what is the neces
sity for this provision? The shares 
of these companies, particularly, the 
two companies whiCh the hOn. Minis
ter has mentioned, are available in the 
market like apples and bananas and 
you can buy them to any extent. i.e. 
buy the equity shares. You ha\'~ got 
the LIC, then you have got the Unit 
Trust, and you are also going to have 
the Development Bank under your 
control. You have only to ask them 
to buY as many shares of these two 
companies as you like . '. . 

Shri T. T. Krishnamachari: Govern
ment are not powerless. 

Shri Morarka: I know that Govern
ment are not powerless, and if they 
want to have equity shares, they have 
got ways of getting them, but they 
can have them only at the market 
rate. So, there is no point in people 
suspecting that it is backdoor national
isation or that Government want to 
usurp the voting rights etc. 

In conclusionu, I would say that 
jOint-stock management is essentially 
based on democratic principles, name
ly the rule of the majority. Certain 
important things are reserved not to 
the bare majority but for special re-

solution. Some more serious things 
are reserved for special resolution with 
Government's sanction. Still more 
serious things are subject to special 
resolution, Government pennission and 
court order. These are the valuable 
safeguards which are provided in the 
charter al a corporate body. Then, 
you have got provisions for preventing 
oppression of minority mismanagement 
etc. This tendency to regulate the 
detailed management and to legislate 
for each and every single agency in a 
way gives the bureaucracy unpre
cedented power. That does not help 
the growth of the corporate sector, 
and that doe. not help anybody. On 
the other hand, it gives an instrument 
of oppression in the hands of the 
bureaucracy, and it is likely that it 
is, more often than not, abused. 

I would, therefore, submit to the 
Finance Minister that while the 
scheme of these amendments i. in the 
larger national interest, he should not 
give more and more power to the 
bureaucracy and take n\'.'~v the nghb 
of the shareholders thefllodves to 
manage the company in accordance 
with their own wishes. 

Shri Sachindra Chaudhuri (Ghatal): 
I shall be vcry brief and will not take 
any extra time. 

The Companie. (Amendment) Bill, 
as it has emerged from the Selcct 
Committee, is totally acceptable. So 
far as the scheme aI the amendment 
Bill is concerned, it is really divided 
into three parts. 

One is really to speed up the pro
cedure of law. Where there is mis
management of a company, in tile 
sense that the management is either 
Working to the prejudice pf the com
pany or is oppressing the minorities, 
provision had been made in sectiolls 
397--407. But it has been found by 
experience-it is also my experience 
-that when the matter goes through 
the usual channels, 1',.. COl1'·'.S having 
regard to the pressure of busincss to 
be disposed of, are not able to cor
rect this state of affairs until aft.er 
two or three years of the reference. 
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From that point of view, certainly a 
tribunal, which has got in it the ex
lPerience of a High Court Judge or 
someone capable of being a High Court 
Judge, is an improvement on the pre
sent state af the administration of thi! 
law, and there should 110t be any 
difficulty about that. 

The next is the provision contained 
in section 10E for the constitution of 
a Board of Company Law Adminislra
tion. These functions are now being 
carried on by the Department of Com
pany Law Administration, and it is 
probably better that a Board should 
be nominated which shouid be inde
pendent of any influence, which will 
operate independently, having regard 
only to what is good for the company. 

The third part is realIy the depriva
tion of certain rights that company 
shareholders have. So far as the 
trustee. are concerned, a trustee 
when he is entrusted with voting on 
certain affairs, votes as if he is a pro
per trustee that is, working root to 
his benefit, but to the benefit of the 
beneficiarie'S, in other words, thuse 
that derive benefit from it. In practi
cal application, it has been found that 
that perhaps is not the only motive 
which works always with all trustees. 

Now, there is not very much diffi
culty so 'Iar as the national interest 
is concerned, when the ~rustees are 
entrusted with a small clock of shares 
in a large company. Therefore, with 
the limitations that have been put 
on the functioning of trustees by 
themselves, I think it cannot be said 
that it will be a hardship if in a par
ticular caSe the official ti'llstee who 
has been appointed takes over i;le 
function of voting and managing the 
shares. I can read out the relevant 
portion, but it will take time. But 
hon. Members must have seen 
that there are certain excep
tions made as to trustees who hold 
a small quantity of share'S, not more 
than a certain percentage of the 
shares or not more than a certain 
amount in value of those shares. So 
there ought not to be really any. very 
great alarm. Also a public trustee is 
expected to function properly. 

So far as the ri,llht of voting is con
cerned, the right taken away 'from the 
trustee who is appOinted by the par
ties is being transferred in certain 
event 10 the official trustee. But what 
is beinl!' done is really not so much 
depriving the beneficiaries as depriv
ing the trustee of this right who has 
no more and no le'Ss than fiduciary 
relationship. That relationship still 
continues. The action of the public 
trustee functioning in the interest of 
the beneficiaries would certainly have 
a corrective effect. Therefore, there 
is not that very great deal of harm 
or inJury being done. I l!Dtirely 
agree with the Select Committee's· 
decision. 

The next question that arise'S is a 
tricky one; there has been a certain 
amount of excitement about it, and 
we are all being exercised about it. 
Shri Morarka, in a very able speech, 
dealt with the point, namely the con
version Of debentures into equity 
capital. Now q)lite candidly, so far 
as the constitutional or legal aspect 
is concerned, it is something which 
docs not trouble me, in spite of the 
fact that I am a lawyer. I feel that 
if it'·is recognised that there is a gen
eral principle involved where it is 
necessary to legislate, and as the Con
stitution stands at present such legis
l~t;on is not permitted, it will ·be for 
this House to decide whether the Con
stitution should give way or not. 
After all, the Constithtion is meant 
for the country and not the country 
for the Constitution. Therefore, what
ever the legal consequences may be, 
I believe-let me say make it quite· 
clear-at the moment there is con
siderable doubt as to whether this 
change is constitutional or not. I am 
not, as I said, at this moment troubled 
about it; if necessary, the matter can 
be argued. But the point is: is it so 
necessary that we should introduce 
it? The argument which appeals to
me most against this provision of omit
ting the two steel companies from the 
general provisiOn which is being made 
about all companies is this, that the 
Government has entered into a bar
gain with these two companies. As 
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it is, the companies. as far as we know, 
are not working too badly. If they 
are there are other means of correct
ing' them. But is it necessary that 
the Government should have its 
money invested in the shape of equity 
shares? Two questions arise out of 
thi·;. Firstly, whether it is a good 
thing, having regard to the contract? 
These companies, on the footing of 
loans given by Government, have en
tered into other arrangements and 
other altreements with other finan
ciers, whoever they are; and in these 
two cases referred to by the hon. 
Finance Minister, there are loans from 
outside, from abroad. Mdiculou's ex
amination was made of the affairs of 
the company. its capital structure, its 
loans and SO on, before loans were 
advanced by outside agencies or out
side financiers. If there is a change 
now, there is an apprehension in the 
minds Of these outside financiers that 
in India there is no stability, and in 

. consequence of that there can be any 
alteration to the rights of the share
holders and alteration of 'the rights 
of the lenders where the lender is 
the Government. That does not, to 
my mind, appear to be healthy for the 
better growth of finance and of indus
try in this country. That is a matter 
for which I feel that these two com
panies might have been exempt. 

But the mor" basic question is this: 
Where there i's no default, where the 
company is running well, is it proper 
and fair that Government should con
vert its loans into equity shares? If 
that money comes back, as it should, 
if the company is well run, Govern
ment can use it for expansion in the 
public sector Or lend it to the private 
sector again. If that money is locked 
up in these particular companies,
money which is already delayed-in 
the shape of equity shares, then the 
late of that money is bound up with 
the fate of thOse companies. From 
the point o>f view of principle, it will 
be for the Finance Minister to con
sider wheth€r this is a good thing or 
a bad thing. But speaking for my
self, it appears to me that on princi-

pIe it will be putting that money into 
baskets in which we did not original
ly intend to put. We had originally 
intended to get that money out. This 
is a matter on which some thought 
has to be given. Undoubtedly, where 
there is a default, that has got to be 
corrected, and if Gov·ernment wishes 
to have a further right in the event 
of default being made, of converting 
that money which was loaned to the 
company into equity shares for the 
purpose of managing those companies, 
it would be a welcome thing. 

Therefore, I would ask the Finance 
Minister to consider whether it is 
possible for him to have a general 
provision, and not make an exception 
of these two companies, because there 
is a lot to be said against such an 
exception being made, that the power 
to convert debentures and loans into 
equity shares will be exercised in 
every case where there is some 
default, not necessarily in the ~epay
ment of the loan, but in carying out 
the conditions under which the loan 
has been given, after giving a period 
Df notice, one month or three months, 
whatever period he consider correct. 
He is a far better finanicer than I am, 
he understands company administra
tion better than I do. 

Shri Joachim Alva (Kanara): You 
are a great lawyer. 

Shrl Saehbulra Chaudhurl: You 
may say so, but I say that I put the 
law behind me, because it has to yield 
to the necessities of the country and 
not tie it or hamstring it. Therefore, 
I am not on the legal question, I am 
on the question of what is practical, 
what might create a certain amount 
of fear in the country, and which, if 
removed, will probably help the 
growth of companies and industries. 

It is a further protection that wher
ever there is a question of conversion, 
the matter will be placed before the 
House. So, I would request the Fi
nance Minister to consider whether it 
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U; possible for him to delete the pro
~'iso and incorporate it in the section 
Itself, stating that the powers would 
be exercised only in caSe of default, 
and, of course, in the public interest. 

Shri Joachim Alva: I welcome this 
Bill. 

The Finance Minister is the emblem 
of the reservoir of our money, but he 
IS also the emblem of the reservoir 
or y...vers, and I would like hlm to 
ex(;; ~;se those powers impartially and 
o\>' ··vely. I do not want that the 
<,,,m,,onies with which Shri Masani has 
bpI'" 'l~socillted should have a com
plaint that by this legislation they 
are treated harshly, while the other 
set of companies go scot-free. The 
genuine complaint of clean business
men is that they are treated harshly 
though they are ready to obey alI the 
injunctions of the law, but the others 
who are black are in the majority, 
who resort to all kinds of subterfuge 
methods and arrange to pressurise the 
Government and So on. That is the 
erux of the problem. 

Government has ;brought forward a 
very welcome measure. Shri Masanl, 
who is not unfortunately in his seat 
Ju.~l now, attacked the Government, 
attacked the Prime Minister and the 
Finance Minister. and said that both 
of them eoncentrated enormous power 
in their hands. But the source of the 
power is the people, the power is 
with them on behalf of the people of 
India. If you go to the remotest vil-
11lge and tell the villager: 

"~T 'ifr, ~ if Q;lfo ~~ ~ 
~ W-U ~ "'T W-U iif'M it; ~ 
f-m I ~ ~<:r ~ if ~ mit If\T 
IJ"Pf ~i'f ~ ~ ~<: i~ ~fu1r 

f~ ~ I ~f.:rt1: 'flfT ~~ <tt ~~ 
t.~ it 'IfT1T ¥t ~1"{ ~ it; lfil1f .=t 
tr:rif ~ it ¥t If\T m&ili'l<: ~ lIT ~ ?" 

I am sure the villager will aay: 

"~, ~, ~ .=t ~ it 1ff1T ~T 
~I" 

17!1'1 (Ai) I.SD---4. 

This villager does not know any law, 
nor politics nor economics, but every 
measl1re that comes before this House 
has to be judged by only that one 
test, and that one test is how far it 
affects the people of India, the public 
of India. That is why 8hri 
Masani was not altogether kind, 
just and charitable when he 
attacked the Prime Minister and the 
Finance Minister that this was not a 
question of anybody's high office. 

Till 1960 all the capitalist-run or
ganisations had a wonderful run, 
they have ,become richer in these 60 
years than any time in the history of 
India. A survey has been taken of 
the relative positions of the public 
limited companies and the private 
limited companies which is given at 
page 64 of Economic Information, 
1963. In 1962-63 the figures were as 
follows. Pu'blic limited companies 
were 6,022 while the private limited 
companies were 19,407, makillg a 
total of 25,429 companies in India. 
So far, so good. The paid-up capi
tal of the public limited companies 
was 10,066 milion rupees, while that 
of the private limited companies was 
10,644 million rupees, so that the 
paid-up capital of all the companies 
in India was 20,701 million rupees. 
From whose pocket has all this capital 
come? It has come from the sweat 
and toil and blood of the poor 
workers, it has come from the men 
who run the factories. But there 
are capitalists who want to change 
their cars, big model cars, "very 
six months, while the poor Prime 
Minister goes in a small car bending 
down. There are people who are 
not content with changing the model 
of their cars. We should not import 
any cars, they should be content with 
our own cars, but that is another 
story. 

Out of these 10,'644 million rupees, 
not even 15 per cent belongs to the 
big capitalists Who say that they pay 
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the taxes, that they run the Govern
ment. They take the money from 
the people. These are figures which 
I have got from the Economic Infor-
mation, 1963 issued by the Ministry 
of Finance, which is available to 
every Member of Parlialment. 

When this is the state of affairs. it 
is time we read thf' great report 
drawn up by Mr. Vivian Bose. A 
judge of his calibre and ability will 
not be found in any part of the 
world. I read only 25 pages of that 
report, but my blood boiled, and I am 
sure the blood of anyonE' who reads 
it will boil. If such a report had 
been presented in the House of Com
mons. the Prime Minister would 
have had to resign. But we have a 
very honourable. noble Prime Minis
ter. He is not the only individual 
as Shri Masani says. There are 
others also. Other things happen. 
But the Vivian Bose report sooner or 
later must be implemented, and evil
doers must be punished. If We can
not punish them, this democracy has 
no economy in it. no strength, no 
eye~. no hands. It is not a question 
of you and me, but we have to see 
that these things mayI'. 

Shri Masani spoke of another 
company, forget which. I ~ade 
only mental notes. He talks of Uni
lever. They have got capital resour
ces, they have got reserves in other 
parts of the world, in Africa. It is 
the largest company in the world in 
that line, and how can we stand 
against them? 

I would like the Finance Minister 
to put a Ohartered Accountant in 
the Tribunal. Let the members of 
the Tribunal not be mere dummies 
of the Government of India's burea
cracy, but real first class High Court 
Judges. We cannot have High Court 
Judges also who attend birthday 
parties given in their honour by 
people who are in the black list of
I will not say what I said on a for
mer occasion. We must have upright 

Judges, we have plenty of them. We 
must have ,hem on the Tribunals. 

When the loan of Rs. 10 crore~ 

was given to Tatas. I myself object
ed to it, because it was against our 
interests, but that is another story. 
But if yoU have agreed to charge 
them no interest, it is time you 
honoured that. The~e is such a thing 
as the sanctity of the word given. 
If you say that this is an emergency 
and so you are going to do It, that 
is another point. But turning the 
loan into equity becGuse there i~ 

misconduct etc .. is a thing that i~ 

valid. It is the stock exchange that 
leads to the miseries and tribulation~ 
of the people. I have seen the New 
York Stock Exchange. At least 
there you feel like buying some
thing. But the Bombay StOl k Ex
change is a worthless bazar where 
each one runs ~bout, doing all kinc1~ 

of manipulations. whatever he' like~ 

I am glad the Government can ster: 
in now into some of theSe large pub
lic limited companies and private 
limited companies and become direc
tors by having equity capital. 
Government has lent crores of rupee~ 
to these companies. There is no 
harm in private sector companies 
but it is the banks that aid the black 
marketeers to take money night and 
day, even when there is a run on the 
bank. It is they who advance 
money to buy newspapers. So, 
unless he goes ahead with the na
tionalisation of banks, unless he goes 
into the financial position ana owner
hip of newspapers owned by capita
lists we cannot have real democracy 
in this land. 

Shri Bade (Khargone): For the 
last two days, we are discussing the 
amendment to the Companies Bill. 
My learned friend who preceded me 
with a pitched voice has not really 
understood the real and important 
points; so he raised his voice. In 
courts, a lawyer arguing a bad case 
uruaUy raises hi~ voice to convince 
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the Judge. That is the attitude he 
adopted here. In the Select Com
mittee, many persons from the Con
gress Party, Mr. Tyagi. Mr. Mora~ka, 
agreed to the report of the Select 
Committee. 

Mr. Deputy-Speaker: What hap
pened in the Select Committee should 
not be disclosed here. 

Shri Bade: They have signed 
the majority report: thel'efo;'e, I say 
that thl'y agreed to that. 

Mr. Dpputy-Sppaker: No names. 

Shri Bade: M"y I say that my 
main objection is to clause 5. Govern
ment wants to turn their loans into 
share (·apital. The relationship here 
is one of creditor and debtor: they 
are bilateral relations. I do not 
want to take the side of Tatas or Bir
las. I Rpeak of moral and legal con
si~:(·'rations and when there is a con
tract, it cannot be broken by unilate
ral action by a single party. The 
powers to turn loans into share capi
tal Rhould not be retrospective. For 
the prospective contracts, yOU may 
include it in the terms of the con
tract. But yOU should not take any 
such authority in respect of the con
tracts that are already there. In 
common parlance it is cheating; in 
villagers' language it is 420. 

Shri Nambiar (Tiruchirapalli): 
It is public money; it is to be repaid:' 

Shri Bade: Suppose I am a money 
lender and he is a borrower. Can I 
change my loan into share capital 
in his companies? The courts will 
not allow that. Suppose a company 
is not doing well or it goes into liqui
dation. If it is retained as loan, it 
will have the first claim over the 
shares. So, Government will not 
turn their loans into share capital 
in respect of companies suffering 
losses: they will do so only in cases 
where they are doing well. Then, 
the price of shares will be lessened 
because Government will have a 

strong hand in the company. Suppose 
I have Rs. 25000 worth shares in a 
company and I secure a loan from 
Government for 70.000, and Govern
ment turns it into shares, it wil1 be a 
Government company. This is. called 
backduor nationalisation and 'it has 
been criticised in all the newspapers. 
I heard in Jaipur that Congress is 
going to have democratic socialism 
What is it? The other day, the whole 
Parliament was adjourned for three 
hours because they wanted to attend 
a meeting wher~ they said that tht' 
Select Committee's report should not 
be considered and Shri TTK agreed 
to that. It means that by pressur~ 

and by brute majority, they want to 
pass the original Bill. In all deco
rum, the Government should accept 
the report of the Select Committee. 

~ F' , About the trusts. our hon. mance 
Ministe!' said on 28th November 1963 
that there would be provision for 

. exemption of genuine trusts creat
ed for safeguarding family interests 
or charitable or educational interests. 
Now. he backs out and says that it 
is applicable to alJ trusts. When a 
doner creates a trust, the under
standing is that he will have th~ 

right to vote: it is very important 
right. The right to vote is called 
even property. So. in all cases Gov
ernlment wi\l appoint a person and 
that person will vote on behalf of 
the trust created by some other per
son. It will be done in 'public inte
rest'. This is a term which is most 
mischievous. nebulous and monst
rous. It can be used in any way at 
the sweet will of the officer of Gov
ernment, who will be guided by 
some Congress Ministers. The right 
to vote in the trust should not be 
taken away from the charitable and 
family tru~ts as was originally stated 

. by the hon. Minister,_., 

Then there is the provision relat
ing to appellate ,ju·risd.iction, which 
is contained in sub-clauses (a) and 
(b) of clausc 3, 10D (1). It is said 
that there will be an appeal on th~ 
decisions arising out of the findings 
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of the tribunal. "Arising out of the 
findings of the tribunal" means this: 
let US suppose the tribunal has no 
findings at all. Then there would be 
no appeal. So, the clause should 
provide that there will be an appeal 
on the order Oil the finding of the 
tribunal. 

14 hn. 

Another provision is about the 
removal of manager. If Governmen1 
removes the manager or the director, 
and when the cGmpany wants to ap
point another director, they should 
again consult the Government. That 
is also not proper. Once the default 
is committed by the manager or the 
director and he is removed., that is 
because of the fault of the manager 
or the director. The company should 
not be penalised and it must have 
the right to appoint another director 
or manager according to its own 
sweet will. 

Then, the other day, my learned 
friend on this side said that "we 
.purn foreign. capital". You may 
spurn it and I also spurn the foreign 
capital, but then the position is, the 
hon. Finance Minister or Shri S. K. 
Patil go to foreign countries and 
take loan for this Government from 
the foreign countries. We also look 
to that sort of thing. We may spurn 
foreign capital, but if we want fore
ign loan, whatever they have to say 
ahould a'lso Ibe considered. In the 
issue of the Statesman for the lOth 
Decelmber. 1963, Sir Paul Gore
Booth, the Briti~h High Commissioner 
in India, is reported to have said 
that certain point.~ in the proposed 
amendment to _ the Indian company 
law had caused concern among some 
leading foreign firms operating in 
India. That is the press report. It 
was emphasised on the floor of the 
House on Friday or Saturday last 
that the clause relating to the con
version of loan into share capital will 
be detrimental to the foreign loans. 

Some hon. Members said that ther 
spurn it. Even if we spurn it, we 
should consider whether the amend
ment will have some effect on foreign 
capital. I say it will have some 
effect, Even though we hate that 
and we can discard them, the point 
is we want foreign capital, we want 
their money, their arms and ammuni
tion. So. I have .given a Minute of 
Dissent also on _ these matters. 

Shri Jashvant Mehta (Bhavnagar): 
Mr. Deputy-Speaker, Sir, the hon. 
.Finance Minister has presented to 
this House today a very important 
statement. In the light of that state
ment, he has depicted the economic 
situation of the country. I have 
heard the debate and I have also 
read the Note of Dissent on thia 
amending Bill. This company law 
sector is a very important sector of 
our economy. When we are dealing 
with this Plan, or when We have 
decided to have a mixed econoa:ny
a private and a public sector-and a 
co-existence of these sectors in our 
country. the company law administra
tion is a most important one. The 
time has corne. after the Vivian Bose 
Commission report, when the Gov
ernment should give a serious thought, 
and the hor.. Finance Minister has 
assured the House that the Govern
ment want to bring in a very com
prehensive law amending this com
pany law sector. We hope thilt in 
the next session he will bring in a 
comprehensive Bill on that matter. 
But at present there are four impor
tant 'provisions, naanely, the settin,g 
up of a tribunal. creating the Board 
of Administration of Company Law, 
the conversion of loan and debentu
res into equities so that they could 
ensure that investment trusts and 
equities are not misused by people 
of the trusts. These are the four 
provisions of this amending Bill. 

Really speaking, the Government 
should come forward with more res
Itrictive powers to the managin, 
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agents. Our past experience i8 not 
a happy one in this respect. Up till 
naw the managing agents have been 
flourishing at the cost of the share
holders. Even if we accept the mixed 
economy, then also, for the entire 
development and for the purposes of 
planned economy. the Government 
should pay more attention to this 
lector. 

The third aspect is the constitution 
of the Board. The company law ad
ministration requires further consi
deration by the Government. The 
Government ,should give more 
powers to this Board, for the effici-
ent management of the company law 
administration. In this House, the 
company law administration has heen 
l!eVerely criticised in the past, and 
the people were feeling that to set 
right this administration something 
radical i8 needed. While the amend
ment seekll to constitute the Board, 
I am afraid the Board has not been 
given sufficient powers under this 
EllImdment, and it requires further 
eonsideration. 

The next point is with regard to 
constitution of the tribunal The 
law-abiding companies and citizens 
in this country should not be 
afraid of the tribunal. These people 
who manage their affairs honestly 
and sincerely are never afraid of such 
provisions. On the contrary, this is a 
tribunal on which there will be fOmi
nent men such as high court judges or 
men of equal status, and the tribunal 
will therefore be more effective in 
dealing with this problm. This provi
Bion should have been welcomed by 
a1] sections of the House. 

My hon. friend Shri Indrajit Gupta 
has rightly stated in his Minute of 
Dissent tlrnt a person whose removal 
was considered necessary by both the 
tribunal ~:ad the Government should 
""t be permitted to reoccupy any res
pon<.;jbh~ managerial office during the 
full statutory period of· five years. 
Even if this penalty can be watered 
down, there will be no seriousness 
left in the provisions tor removal. 

So far as the procedure is concern
ed, the Government should pay more 

. attt'ention to simplify the procedure, 80 

that it will be better able to adminis
ter the company laws. Most of the 
time of the administration is lost in 
continuous work, doing a lot of paper 
work. A dynamic change is, therefore, 
required by simplifying the procedure. 
When the COIIJlpany administration baa 
been transferred from the Ministry of 
Commerce and Industry to the Finance 
Ministry, the Finance Ministry should 
concentrate on this aspect of the pro~ 
lern of ·the company law administra
tion. A simple procedure is absolutel,. 
essential. I hope the Finance Minister 
will give attention to this aspect of -6ri. 
administration. 

I do not agree with my hon. friend 
Shri M. R. Masani in his Minute of 
Dissent, and I hope that Government 
will come forward in future with a 
comprehensive Bill to improve the 
company law administration, which 
has been suggested by the Vivian Bose 
Commision, and also with measuree 
tor straightening out and simPlifyinl 
the procedure. 

Shri Bbarwat lba Asad (Bhagalpur): 
Sir, I congratulate the Finance Minis
ter on bringing this measure. It. 
now evident before the House as well 
as before the country as to what the 
implications of this Bill are. Thougb 
I personally do not think that it g08 
~ry far to curb all the undesirable 
things that are done by the big com
panies in this country, and which have 
been evidenced before the House by 
the fE'port of the Vivian Bose Commis
sion report, yet, I feel that this is a 
measure which gives power to the Gov
ernment to keep a watch over the 
deeds of such big companies which do 
not function in the national intere~t 

but otherwise. 

I would not refer to the provisions 
of the tribunal and the reRtraint on 
the trustees, but only to one point 
which has been a matter of controversy 
both inside as well as outside thw 
House; and that i., about the Govern-
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ment taking power, whenever it thinks 
it necessary, to convert loans into 
Ihares. I was surprised to read the 
8Peech of Shri Masani who calIed the 
Government a cheat; he said that the 
destiny of the nation will go into mud 
and all sorts of things. So also just 
now I heard Shri Bade. The two 
friends were I rying to tell us what is 
democracy, legality and constitution
ality. They were trying to give us a 
sermOn saying, "At Jaipur you have 
adopted democratic socialism and now 
you are acting undemocraticallY." Sir, 
I was reminded of the devil quoting 
&criptures. The two friends represent 
the vested interests in the country. 
When they say that this a contract 
between two parties, they forgct thaI 
it is not a contract between Mr. 
Masani and Mr. Bade or between me 
and any other person, but it is a con
tract between the nation and a few 
individuals. One must different.iate 
between contract between two indivi
duals and contract between a nation 
and a few individuals. Here loans 
have been given not by Mr. T. T. 
Krishnamachari or Mr. Jawaharlal 
Nehru, but by the Finance Min
ister and Prime Minister who 
have been charged with the res
ponsibility of making proper use of 
public money. They gave loans to 
these companies. Now when the na
tion demands it, it is not that they are 
taking police power, but they say that 
such companies which are paying a 
very good divident should contribute 
• very small part of it to the public 
exchequer as well. 

What is wrong about this? They 
say it is unconstitutional. I think there 
la nothing unconstitutional about it. It 
will stand the test of constitutional 
validity. May I ask, what about Gov
ernment applying land ceilings on mil
lions of people in this country? In that 
CaR, Government has no right to put 
any land ceiling. How could Govern
ment ask for the abolition of zamin
iari? When the property of Dhar
bbanga Maharaja was taken, the mar
ket value was RI, 100 crores, He was 
civen Ita, S crores and that also in 

bonds for 40 years. Can anybody say 
it was unconstitutional'! They cannot 
say so, because a 11 these things are 
being done in the in terest of the 
nation. This Goverrl1nel'~, this Parlia
ment, is wedded to socialisn., which 
means welfare for the millions of 
people in this country. Even if it 
harms a small group of people 
who should see how far it bene
fits the larger measure of the 
people. The objectives which are being 
laid before the people in one Plan 
after another are also very clear. So, 
keeping in view those objectives, I 
think Government is perfectly justi
fied even from a legal and constitu
tional point of view and much more 
from the national point of view in 
bringing this measure to ['onvert 
whl'never they like, the loans gi\ en i~ 
the past into shares. 

Let us t3ke another example. Apart 
from zamindari abolition and land ceil
ing, lands are acquired for public pu!'
poses for big industries in Kanpur, 
Bombay, Calcutta and so on. Precious 
I ands are being takpn from th" far
mers. Government has got a right to 
do it because if industries flourish, it 
will benefit not a handful of people, but 
it will be in the general interest of all 
the people. So, if this enactment of 
the Government to acquire land from 
even small people who have got only 
very little land will stand the test of 
law, then certainly if loans given 
public money, tax-payers' money, are 
converted into shares, there is no
thing wrong. 

It is said that it is a breach of cont
ract. A contract can be fulfilled either 
by consent or by the operatiOn of law, 
I do not want that two individuals A 
and B entering into a contract in Delhi 
that whatever sugar and khandsari 
they have must -be sold at blackmarket 
price and then saying, "It is a contract 
between yOU and me". For a contract 
to be effective, it is not only consent 
of two parties that is required, but 
also operation of law. In this case, 
we are taking the measure of law 
to operate that contract, So, when 
we are bringing forward a law by 
which we can operate that contract, 
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there is nothing illegal or unconsti
tutional about it. 

So far as the legal pandits are con
cerned, we are seeing them every day_ 
Of course, they ha V'e got legeal points, 
and they must stand for the Birlas and 
Tatas, because they are paying for 
them. I think there is a controversy 
between two groups of lawyers. There 
are some in my own party who may 
.. ay that this is illegal. But I think 
when the Government ·of India brings 
forward a law like this before Par
liament, they must consult an 
equally large number of legal lumina
ries. We have seen in so many cases 
that nO enactment made for the public 
interest in this country has gone un
challenged. Even in the zamindari 
abolition. they have gone to the Sup
reme Court. So. even if it does not 
stand the test of law, it should be en
actpd and if necessary. the Constitu
tion must be amended. For instance, 
in some States there were difficulties 
so far as land reforms are concerned. 
So, this Parliament is taking up the 
17th amendment of the Constitution. 
So, in t.his case also. if necessary, the 
Constitution must be amended. 

Nobody has questioned the prinCiple. 
'My friends, Mr. Masani and his fellow
·traveller Mr. Bade have said that they 
have no objection in keeping future 
loans in the form of shares. So, they 
do not question the principle. They 
say that the past loan of Rs. 80 crores 
should not be converted. Once you 
accept the principle, why do you want 
to stand on slippery ground of lega
'lity and constitutionality? 

Dr. M. S. Aney (Nagpur): Why do 
you call it slippery? 

Shrl Bhapat lha Azad: I call it 
alippery because it is very evident that 
he will slip tomorrow. It is the na
·tion's interest which should be con
.aidered, not mine or yours. It is the 
teeming millions' money that is being 
,iven to these people. So, considered 
'tram any .tand, be it legal or consti
tutional or contractual, it is perfectly 

:ri,ht that the Finance Minister should 

have come with this measure. Only 
this much I would submit to him that 
this should not be allowed to be put 
in cold storage. After this enactment 
is made, he should use this. We had 
expected the Government of India in 
the post-independent era, after 10 
years, to nationalise the key indus
tries like iron and steel. Government's 
industrial policy has laid down that 
these things will be there and we ex
pect at least after 15 years of inde-
pendence. such important industries 
should be in the public sector. Let. 
Tatas' and others be there for some 
time. but under this enactment. Gov
ernment must go and convert its 
loans into shares. Also, the public 
eye should be watching these friends 
as to how they are behaving. 

With these words, I support the Bill 
and I feel there is nothing unconstitu
tional or illegal about it. That is a 
very necessary measure and it has 
come up before the House in right 
time. 

Shri Himatsingka (Godda): Sir, our 
Finance Minister has been good enough 
to recognise the position that the in
vestment climate needs to be improv
ed and with that intention in view, he 
has been trying to take steps, so that 
the market may improve. In fact, to
day he made certain important state
ments with that end in view. I want 
to look at this measure from that 
p::tint of view, viz., whether or not thi. 
measure and the other measures that 
he has on the agenda this session will 
aerve that purpose. 

I feel that some of the amendment. 
that have been introduced are certain
ly salutary and they might improve 
the morale of the businessmen. But 
this provision of giving retrospective 
ef!ect will apply only to two compan
;es. The question is whether it is SO 

important a step that should have been 
taken, because it will create a certain 
impression outside, in the minds of 
thOle who are not fully informed as to 
the purpose why this measure hu been 
made retrospective. I refer to the right 
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conferred on Government to convert 
loans and debentures prior to the date 
of this enactment into shares. After 
all, these two companies have been 
functioning quite well. Therefore, to 
create an impression outside or in this 
country that the Government inte:lds 
to interfere and to upset the present 
arrangement in the company and to 
dilute the rights of a large number of 
ahareholders by converting loans i lto 
shares is a point which should be taken 
Into CI.onsideration by the dyt!amic Fin
ancE' Minister who linderstands tbe,e 
thinp quite well. 

So far as the other proposals are 
concerned, I feel that in our country 
the judiciary is, by and large, wholly 
independent and has very good reputa
tion. Therefore, we should not take 
any step which will create an impres-
110'1 in the country that by and by the 
powers of the judiciary are being art
tempted to be curtailed Bnd suc~ 
power~ are being attempted to be given 
to the tribunals. At present. the POWtoX 
10 take action under the varioUll sc("
tilm! is vested in the Iligh Court. No~ 
the proposal is to refer them to tribu
uals. Of ("ourse, there has heen some 
imp"o\~ent made by the <:'~lect Com-
mittee inannuch as how the Chainnan 
cf the tribunals will be ~rsons ex 
perienced in law and who have been 
or who are qualified for appointment 
Ill! j'ldges. Certainly, it is an improVe. 
ment l:.ut, all the same, a tribunal i:; 
still a tribunal. Moreover, appeals 
trom such tribunals are limited only 
to questions of law. As a matter of 
fact, at the present moment when a 
matt·',r is decided by the High Court, it 
can be appealed <lgainst a bench of the 
same P.igh Court and then to the Sup· 
reme Court. Now, very ms:"y pow~r~ 
are intenrl~d to be given to the tribu
nal under the various sections men· 
tioned in clause (8), i.e. sections 388B, 
338C 38SD and so on. They all will 
be r~f"rrcd to the tribunal. Will it be 
sufficient to provide an appeal only on 
a point of law? That j,s also a point 
wh'ch, I feel, should be taken into 
consideration. 

The growers that are proposed to be 
taken under clause (9) are very wide. 
The proposed section 388B reads: 

"(1) Where in the opinion of the 
Central Government there are cir
cumstances suggesting:-

(a) that any person concerned i. 
the conduct and management 
at the affairs of a company i. 
or has been in connection 
therewith guilty of fraud, mis-
feasance, persistent negligence 
or default .... " 

There is no harm in it. That power 
Should be with the Government. But 
sub-clauses (b) and (c) in my opinion, 
are very vague. For example, sub
clause (b) reads: 

"that the business of a company is 
not or has not been conducted and 
managed by such person in accord
ance with lIOund business principls 
or prudent commercial practices;" 

What will be the yardstick? Who will 
judge whether the method that is beine 
adopted or the way in which the bum
ness is being conducted is in IIccordanc. 
with sound business principles or pru
dent commercial practices? It diffexw 
from one business house to another. All 
a matter of fact, it will differ trOJJl 
one member of the tribunal to another. 
It is very vague. Similarly, sub-clause 
(c) reads: 

"that a company ill or has been 
conducted and managed by ~uch 
person in a manner which is likely 
to cause, or has caused, sez:ious 
injury or damage to the interest of 
the trade, industry or business to 
which such company pertains;" 

What will be the test? How are you 
going to d'eCide it? Is it not V~ry 
vague? Will it not give very WIde 
powers to the executive to take action? 
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After all, if it were the case where 
an intelligent person like the Finance 
Minister is taking a decision, one can 
be sure that no injustice will be done. 
But, in this case, it will be decided by 
• person very much lower down. So, 
it will be very easy to influence such 
a person and, very likely, wrong action 
may be taken. Therefore, I feel that 
all ·these lacunae should be removed, 
loopholes plugged, and sub-claUSetl 
(b) and (c) deleted. 

So far as appeal is concerned, I feel 
that an appeal should be permitted 
not only on a question. of law but also 
on a question of fact. 

Coming to the question of trusts, I 
teel the intention of the Government 
ia that the powers of persons who in
vest the trust money in companies 
managed by theniselves should be 
curtailed. But suppose the trust money 
is invested by a person in the shares 
of a company with which he has no 
connection, he has nothing to do with 
the management of that company, how 
can he influence the decisions of that 
company in favour of the manage
ment? In a case where a person who 
18 managing the company holds ·trust 
llhares in his own name and also holds 
ahares of that company in the name 
of the trust, this power may be justi
fied. Otherwise, to take away rthe rights 
of all trustees, even when they have 
got nothing to do with the management 
of companies in which money has been 
Invested, is, I think, depriving the real 
owner, the real beneftciary of the real 
rights that he would otherwise possess. 
So, I feel that the voting rights of per
sons in respect of trust mares should 
not be taken away. 

Then I come to the amendment of 
aoection 153. It has been provided in 
the Bill that notice of ,trust share" has 
to be given by the trustees to the com
pany a Iso. But section 153 prevents 
the coanp1ny trom taking notice of any 
trust. TherefOl'e, it becomes almost 
contradictory. I feel that when notice 
is being provided to be given undf'r 
new sections 153A and l53B, there 

ahould be an amendment of ,the origi
nal section so that a company may re
ceive notice of the trust. After all. 
when a trustee gives notice, how is it 
going to be recorded? Where is it 
going to be recorded? That will save 
the trustees from one difficulty. At 
present what happens is that trust 
ahare. are recorded and registered in 
the names of individuals. But if the 
notice is recorded in the company's 
register as "so and SO trustees of such 
and such trusts", there will be protec
tion for the trust also. So, I feel that 
section 153 should also be amended. 

Shri Basappa: Mr. Deputy-Speaker, 
according to me the most importan* 
question to be dvcided in this Bill il 
whether this sovereign Parliament, 
under certain circumstances, in the lar
ger interests of the nation, can do cer
tain things which will, to a certain ex
tent, modify the contractual obligatio~ 
laid down on us. In this matter I 
have to congratulate the Govemm~nt 
for not yielding to the pressure tactic. 
that have been used. In this country, 
the vested interests, in the name of the 
sacredness of the con tract, in the name 
of prestige and sanctity of law, want 
to thwart progressive thinking. There
tore, I would like the Government to 
be strong in their attitude. After all, 
we are developing a democratic social
ist State in which the public sector ill 
bound to enlarge day by day, a State 
In which the private sector has to be 
controlled properly and the monopolil
tic tendencies have to be checked. 

A large number of joint stock com
panies are registered in this country 
every year. So, the dominant role of 
the corporate sector has been increasing 
day by day. Under these circumstan
ces, a full and comprehensive company 
law becomes essential, particularly in 
the context of the Vivian Bose Com
miss;on report and in thc context of 
th" statement of the Finance Mini~ter 
that the abuRe. are inrrr'lI<ing d::y by 
day. It i~ only the top of the ice-berg 
that we are s'E'eing today. That is what 
the Finance Minister says. We do not 
know what is underlying and what i. 
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happening in these various corporate 

sectors. We have been noticinl: that 

in all these objects of tllese companies, 

the objects are not clearly stated so 

that they are making use of their 

money in any manner they like. The 

loans are given to directors sometimes 

without security at lesser rate of in

terest or to their relatives. There is, 

misappropriation and mal-praetices and 

all these things are there. Sometimes 

the sole-selling agency is given to their 

relathoes. Under these circumstances 

when the Finance Minister brings a 

Bill of this kind, with a limited objec

tive, it should be welcomed. I hope 

the Finance Minister will give a little 

attention to what I say also. He would 

bring a more comprehensh'c Bill at an 

early date to pluj: the loopholes that 

I have been narrating and which has 

been pointed out in the Vivian Bose 

Commission's report and also by the 

Daphtry: Shastri report. 

Sir, after all the limitl'd purpose of 

the Bill is only to prevent the concen

tration of wealth in the hands of the 
few people and also it has been 

brought with a laudable objective of 

increasing the assets of the company 

concerned. The tribunal that has been 

suggested must have necessary powers 

to check, to remove, some of these 

directors who are involved in all these 

things and it has to be welcomed be

cause of speedy remedy that is given 

here, whereas earlier whenever mal

practices took place on the part of a 

director, it used to go to a court. How 

many cases are there? Hund~ds and 

thousands of cases are there. So, a 

separate tribunal is a necessary thing 

and it will give Us II speedy justice. 

Then the most controversial point 

is abo~t the conversion of loans into 

abare capital. It is a very strange lolic 

when some of these people say that 
they have no objection to that when 

• company is not prosperous; they have 

ao objection to the Government con

nrting their loans-but only when it 
" in default they caa ceavert it. 1I11't 

when it is in prosperous conditions, the 

Government should not look forward 

to that. Look at the strange logic that 

they have got! After all assurances 

have been given, my friends have 

expressed apprehension that only an 

official is going to decide what is the 
public interesot. Assurances have been 

given that it will not be left to the 

individual discretion of the official to 

decide what the public interest is. The 

Government will consider whether in 

the public interest, it is necessary to 

do so. When such apprehensions are 

removed and when assurances are 

given, there should be no objection to 

it. Thcse cases come only where the 

Government has directly given loans. 

Supposing an autonomoUs Board has 

given loans, the Government is not 

coming into the picture at all. So. 

this is the limited objective that we 

have in view and the apprehensions 

have been removed. Ater all, when 

the Government becomes a partner in 

a public company, it adds to the assets 

of the company also. Under these 

circumstances, I cannot understand 

why these people, even on my own 

side, have expressed doubts about this 

Bill. 

Again, reasonable terms have been 

provided. If they do not find there 

are reasonable terms, they can go to 

a court of law. These are certain 

things which have been provided and 

there should be no hesitation on the 

part of anybody to accept a Bill of 

this kind. 

About the vesting of the voting 

rights in a public trustee, why should 

there be any objection. We have seen 
how the private trustee has misUlted 

his powers in the interest of some 
directors and how h.e has used W. 
power to enrich some of his individ

uals, whereas the trust is meant for 

a public purpose. The purpose is 
atated clearly. That purpose is violat

ed. Under those circumstances, to ace 
that larger interests are provided for, 
if a public trustee is appointed and h_ 

looks after the trust, I do not !lee an,.

t1line wron, allallt it. 
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Now, about the appointment of a 
board, an independent body, to look 
after this. it has been accepted by all 
people. The one thing which I have 
notie .. d is, as if the procedure followed 
by this P:nliament is almost a mockery 
of this P":lliament. That is what has 
been expressed in some quarters. I do 
not know how could it be a mockery 
of Parliamentary procedure. After all, 
the Government. the Cabinet, which 
has come forward with a decision is 
only eonfirming and sticking to its own 
decision. Under these' circumstances, 
I do not know how can it be a wrong 
way of interpreting a parliamentary 
procedure. After all. the Select Com
mittee is a body of this House. The 
sovereign Parliament has got a right to 
decide when the Select Committee goes 
wrong. We know the circumstances 
under which this Select Committee was 
formed. It was not originally formed 
by the Governm'~nt; it was 11 commit
tee which was adopted by Government 
formed by some persons in the House. 
I would stronglv say that there is no 
mockery of pariiamentary' procedure. 
This soverE'ign Parliament has a right 
to see tha't certain things are upheld. 
Even though the Select Committee may 
have gone wrong. the Parliament has 
right to correct those things, I stand 
by what the Government has done and 
we must all support the Bill of this 
kind because it is in the larger inte
rest of the country, We have not even 
hesitated to amend h amending the 
Constitution when so required. Under 
tthose circumstances. let me explain 
that the change in the contractual obli
cation in the nature of things is not 
SO sacred as it apears to be and the 
larger interests of the country must 
prevail over other interest.. 
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Shri T. T. Krisbnamaehari: It is not 
very heartening for me to have to 
reply to this debate. lrt is also my 
misfortune that sometimes one hon. 
Member opposite takes a lead and a 
very powerful lead to have refer
ences ma~ to him constantly in re
plying to any debaJte in this House. 

I have laid no claim that this is a 
socialist measure. In fact, id' socialism 
has to be introduced, it cannot be 
through the company law. But, at the 
same time, there are many things that 
can be done by company law to check 
abuses, to check concentration of 
power and misuse of that power. So, 
hon. Members will forgive me if I 
cannot speak very much about social
ism; what soc:ialisnt they want and 
how it should be done must be done 
by other mearut. 

Shri D. N. Tlwary (GopaJ.ganj): 
They want 'Lohia socialism'. 

Shri T. T. Krishnama.chari: But so 
far as this measure is concerned, this 
is a regulatory measure. 

The last speaker whose speech I 
had to ,get translated for my benefit, 
being ignorant Of the particular type 
of dialect wihich he spoke, I do not 
think, has contributed very much to 
my knowledge. His is a negative 
approach, a negative approach which 
does not really have any sound or 
firm footing on the earth. Of course, 
r !lJgree that much of what we do 
might appear to be a sort of mixture, 
olla-podrida, or, as he calls it, 8 

kichdi. But a kichdi mind can never 
suggest a clear line of approach .to 
anybody. This is where my hon. 
friend and his party fall between two 
stools. What do they want? We do 
not know. 
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Shri Ram Sewak Yadav: 1 want 
l1ationalisation, and socialisation and 
the finishing up of all this. 

Shri T. T. Krishnamachari: As a 
matter of fact, these are not achieved 
by merely shouting them from house
tops, nor uy obstructing proceedings 
In the House, nor by personal reflec
tions on a few unfortunate Ministers. 

!!ir ~rq~~ lfr~lf : n.'·To ~rto ;rr 
lfiT Jfrifi'rr ~f1l i ~'R ~ ~ I 

Shri T. T. Krishnamachari: I know 
that the han. Member is very facile 
with his tongue and sometimes makes 
very cruel remarks which we have 
to put up with. 

But the point is that these are done' 
by sound methods and by steadi:y 
pursuing them linc! by people who 
have at any rate an objective, and 
that is where that objective of my 
hon. friends is lacking lx'cause they 
axe negative in their approach. 

Coming to the main brunt of the 
attack. ! do not knLlw whether to be 
sad or to be happy. I am sad that 
here is the reputation of this country, 
which has been acknowledg(·d to be 
very high in the capitals of the world 
being denigrated by an individual 
here, as one single act bring down 
the whole edifice. Here, we see a new 
Samson bringing down th,.. tE'mple. 
Apparently, Samson belonged to the 
historical past. After all, I think to 
a large extent they are allegorical 
figures. It is very difficult to repeat 
the aohievements of Samson in this 
era, when temples cannot be easily 
demolished and one swallow does not 
make a summer. If my hon. friend 
happens to demolish a pretty little 
temple somewhere, it does not mean 
that the temple on which this coun
try's honour and prestige stands can 
be demolished. 

As I said, I am happy tha,t if I 
have to stand at the dock of public 
opinion, I would rather stand with 
my leader and be honoured by it 

rather than stand with anybody who 
belongs to that group. Of course, it 
makes us angry to hear the name that 
the masses of tllis L'ountry still cherish 
and speak Of with affection and still 
look at with aWe and admiration as 
somebody who stands in the dock, 
as a Marxist and as u Hitler. My han. 
friend should take care to see when 
he quotes that he quotes correctly. 
What my leader said at the party 
me~.·ting-I do not. mind repeating it 
hcre--was 'Those are Hitler's ways; we 
do not propose to adopt them'. 

Shri M. R. Masani (Rajkot): You 
have adopted them. 

Shri T. T. Krishnamachari: Of course, 
my han. friend is not merely wearing 
dark glasses, but h .. · is completely 
blind. What ('Ould I do about it? I 
3m SOlTY that on every (X'L'asion I 
have to speak I have (0 cross sword~ 
with him. A3 I said before. he is a 
friend: he has been with u~, he i~ 

still my friend-I hope I can count on 
him as one. But when he fundiom; 
as the kader of the party, he cannot 
expect any merry from this side .. 

Shri M. R. Masani: No me-rcy is 
expected. 

Shri T. T. Krishnamachari: ..... for 
this reason, that his party cannot have 
any mercy at the hands of any patriO
tic indh'idual in this country. If any 
member of the party has the temerity 
to stand on the floor of this House to 
say that the credit of India has gone, 
what shall I call him? Shall 1 call 
him a patriot? 

Some Ron. Members: No. 

Shri T. T. Krishnamachari: Not the 
Patriot newspaper that is publishPd in 
Delhi every day. No, Sir. I think my 
non. friend does not mean it. I am 
sure he does not mean it because no 
sensible man in this country L'1ln get 
angry like that. He may be tempo
rarily angry with me-I do not mind 
it. I do not mind if in moments of 
anger he calls me name!. But I would 
rMher he does not call my leader 
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names; even if he does, it does not 
matter. But I will ask him in all 
humility to desist from calling down 
the name of India, the India that 
this Parliament represents. It has a 
credit which is high, which will re
main high, notwithstanding all the 
parties opposite. And we who are led 
by a leader whose sacri.:fices on behalf 
Of the country are unparalleled any
where else in the world, are not going 
to permit this kind of thing to be 
said. I can tell you that I shall, dur
ing the period that I have the 
pleasure of serving this Government 
and this House, hold the reputation of 
India vcry high in the capitals of the 
world notwithstanding people who 
come from the Swatantra Party. I 
know thp hon. gentlemen who when 
they go from here (0 various coun
tries and speak about India, speak 
denigratingly about her. There are 
peopl£' in this country who do it. (An 
hon. Member: 'Formosa'). I do not 
want my hon. friend to do it; r do not 
want him to be the cause of it. I am 
sure he will correct that error. 

Let me come to the basis of the 
Bill. I do not think I need take long 
on it. Let me repeat. The Bill seeks 
to do three things. One is to estab
lish a tribunal presided over by a 
person with a judicial backgro~nd, 
judi·cial bias. I do hope it will be pos
sible for us to get Judges. It is not 
easily possible for us to get Judges 
who are fundioning. The courts will 
not spare them. No man wants any 
individual in this country to be hurt; 
no man wants anybody to be hurt by 
executive fiat. I do not want, it, nor 
do the party and the Government want 
it. We shall have a tribunal to go into 
the misdemeanour of persons. If the 
tribunal finds that there has been mis
demeanour, certain action will follow, 
and it should follow. 

,The second important thing is that 
we seek to prevent aggregation . of 
p~er by means of voting strength 
bemg exercised pseudonymously. I 
h~.ve not taken the advice of mY hon. 
triend, even of Shri Nath Pai for Ulat 

matter, to put before this House any 
legisla tion to stop concentration of 
power. Ib may come, but that will be 
done openly. But what we do not 
want people to do is to assume anothpr 
name, get under the cover of a tru.~t 

and add the p::>wer Of the trust to 
their own in regard to controlling cer
tain companies. We do not want it to 
be done. I am perfectly sure there 
are many trusts owned by companies 
which are being probably properly 
run, where abuse of power is not even 
thought of. But sometimes it may 
come. You never know. Vested inte
rests, if they are provoked, some
times get angry. And there are peo
ple--I know it to my knowledge
who misuse the power they have as 
trustees by means 01 keeping cont.rol 
OVer certain in,titutions. It is that 
that we arc fighting. Therefore, the 
amendment the Select Commitiee 
mad", in regard to this provision in 
regard to trustees is perfectly correct. 
The public trustee will step into the 
position where the holding of a trust 
in one ~(>mpony's shares is a little 
abon' one lakh in some cases and five 
lakhs in all others and having stepped 
into that position, he can, in the 

,case of good trustees, authorise the 
\ trmtees t.hemselves to aet on his be

half. Oftentimes. shareholders do 
not exercise their rights. Dumb crea
tures in this world are often share
holders; they never exercise their 
rights. The public trustee could per
mit a trustee to do it. Provision bas 
been made for that. But when he 
finds that it is not wise to do so--rlP 
will have the information at his dis
posal-he will exercise it, if necess;lry. 
for the :lUrpose of preserving the 
inter!";t II f the trust. The real thin/! 
is that nonnaJly we say that the 
public trustee shall not vote except 
where he has to defend the rights ot 
th~ trust. That is alI the position and 
notlling r.1 ore. 

'1'1lf' last thing is about loans. Much 
has been said about vitiation of con
tra~t. If you will permit me, I am 
prepared to move an amendment. Of 
Course, we are not accepting the pro-
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[~hri T. T. Krish!lamacharij 

villO to the clause made in the Select 
Committee But I am prepared to 
mggest one amendment to the effect 
that any action to be taken in this 
regard sh~lI be laid on the Table of 
lh~' House, snJl1 remain on the Tab:e 
of the HrlU~e for 30 days and no action 
will be luken until that period of 30 
days lapses. Hem. Members might 
take any action that they like. 1 am 
dOing it b,_cause I do not want it \0 

b(' said that sometimes a Minister who 
is not controlled by a Prime Minister 
like Jawa~arlal Nehru might miSlU'e 
this power. It is possible. Here the 
biggest security we have is the reputa
tion of tt-e ~eader, his sound principle., 
his idcllls. 

Shrl K;shen Pattauyalr. (Sambal
pur): VVhat sycophancy? 

Shri T. T. Krislmamaehari: The in
terruption is puerile. 

VVhat that check is removed, some
thing might happen. I am certainly 
one with han. Members that a Minis
ter who misuses his power must be 
prevented from doing i~. After, all, 
which is the court that is best in 
India? In any country with Parlia
ment, it is the Parliament of the coun
try Wlhich is the biggest court. There-
fore, I shall move that amendment, 
provided you permit me to do so, that 
any dra·ft statement on action to be 
taken should be placed on the Table 
01 the House ~ ·,d shall remain there 
for 30 d~':" during which the House 
is in "·"ion. Thereby I give the 
biggest safeguard anybody in this 
country can possibly require and 
obtain. 

Then I have only one minor verbal 
amendment. I propose to accept the 
amendment that any hon. Member 
might move to eliminate that proviso. 
I think the proviso is no longer n!'ICes
aary in view 01 -the ·fact that the House 
ill eeized of the problem. The HoIiae 

can check misdemeanour; the House 
can say 'do not do it' or can approve 
of it. 

I have nothing further to add. 

Mr. Deputy.Spealr.er: The question 
is: 

"That the Bill further to amend 
the Companies Act, 1956, as re-
ported by the Select Corruniitee, 
be taken into oonsideration". 

The motion was adopted. 

Mr. Deputy-Speaker: There are no 
amendments to clause 2. 

The question is: 

"That clause 2 stand part of the 
Bill". 

The motion was adopted. 

Clause 2 was added to the Bil!. 

Clause 3- (Insertion of new sections 
after section 10 in Part 1) 

Slu-i Warior: I beg to move: 

Page 6,-

after line 7, insert--

"(4) No such appeal shall lie 
against any interim order of the 
Tribunal but only against the 
final order of the Tribunal.'" (1) 

Shri P. R. Patel: I beg to move: 

(i) Page 2,-

for lines 7 to 9, substitute-

"IDA. (1) The Supreme Court 
at the request of the Central Gov· 
ernment shall constitute a Tribu
nal consisting, of one or more 
members as it thinks fit, to exer
cise and discharge". (16). 
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(ii) Page 2,-

.tor lines 25 to 31, Bubstitute-

"(2) A member of the Tribunal 
shall be a judge of a High Court 
in India." (17). 

(iii) Pages 2 and 3,-

for lines 32 to 37 and i respectively, 
'lUbstitute-

"(3) If the Tribunal is composed 
of more than one judge-member, 
the Supreme Court shall nominate 
one of the members to be the 
Chairman of the Tribunal." (1'8). 

(iv) Page 3, lines 32 and 33,-

for "Central Government" S'Ubsti
tute-

"Supreme Court". (19). 

(v) Page 5,-

tor lines 26 to 34, B1ibstitute-
"100. (1) An appeal shall lie 

to the Supreme Court against the 
decisions of the Tribunal." (20). 

(vi) Page 5, line 38,-

for "High Court" 81Lbstitute "Sup
Teme Court". (26). 

(vii) Page 6, line 5,-

fOT "High Court" substitute "Sup.. 
Teme Court". (27). 

Shri HimatsiDp. (Godda): I beg 
Ito move: 

Page 5, line 28,-

omit "only on questions of law". 
'(21) . 

Shri Solanki (Kaira): I beg to 
move: 

(i) Page 5, line 28,

omit ·'only". (22). 

(ii) Page 5, line 31,-

after "out of any" insert "deci
lion,". (23). 

(iii) Page S, line 31,-

after "finding" insert' "or order". 
(24). 

11797 (Ai) LSD--"7. 

(iv) Page 5, line 32,-

after "section 3880" insert--

"and on any other question 
with the leave of the High Court". 
(25). 

Mr. Deputy-Speaker: Shri M. R. 
Masani's amendments No. 49 and 50 
are barred because the same amend
ments have already been moved. 

The clause and the amendments are 
now before the House. 

Shri Warior (Trichur): It is not 
clear whether the interim orders pass_ 
ed by the Tribunal will also be appeal
able, in which case the Tribunal will 
be able to proceed with its work only 
after the appeal is heard and deaided, 
which wi!I mean a great handicap in 
the way of its functioning efficiently 
and effectively. By my amendment I 
want to make this clear. That is why 
[ have moved my amendment. 

15 hrI. 

[MR. SPEAKER in the Chair] 

Shri Morarka: I think there is a 
misunderstanding on the part of Shri 
Warior. The proposed section 10D(1) 
clearly says: 

"An appeal shall lie to the High 
Court having jurilldiction in rela
tion to the place at which the 
registered office ot the company , ... 
concerned is situate, only on ques
tions of law arising,-

(a) in cases against managerial 
personnel faIling under Chapter 
IVA of Part VI, out of any finding 
of the Tribunal under section 
3880." 

Section 3880 deals with the final 
order and it is against that that an 
appe~l is provided. Section 3880 
deals with interim orders, and it fa 
cleap that against that no appeal i. 
provided. 
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Sbri P. R. Patel: People's faith in 
justice should be maintained. Not 
only should justice be done. 'but 
everybody should have the confidence 
that justice would be done. So, my 
amendment is that the Government 
should request the Supreme Court to 
constitute the Tribunal. 

I am of opinion that the members 
of the Tribunal should be all High 
Court Judges, because the Tribunal is 
liven very wide powers. As you will 
see from page 4, the Tribunal will 
enquire into misdeeds and so many 
other things. You will see from page 
11 that the Tribunal will be asked to 
enquire into circumstances suggest
ing-

"that any person concerned in 
the conduct and management of 
the affairs of a company is or has 
been in connection therewith 
guilty of fraud, misfeasance, per
sistent negligence or default in 
carrying out his obligations .... 

"that the business of a company 
is not or has not been conducted 
and managed by such pEorson in 
accordance with sound business 
principles or prudent commercial 
practices; or 

"that a company is or has been 
conducted and managed by such 
person in a manner which is likely 
to cause, or has caused, serious 
injury or damage to the interest of 
the trrde, .industry or business to 
whicl \ sue t compa~,y pertains; or 

"that 'the t ,sir.ess of a company 
is or has :Ren conducted and 
managed by such person with in
tent to defraud its creditors, mem
bers or any other persons or 
otherwise for a fraudulent or 
unlawful purpose or in a manner 
prejudicial to public interest," 

These are wide terms. Keep them 
there as they are if you want. but 
these should be enquired into by a 
tribunal composed of Judges. We have 
every faith in the High C;:ourt and the 

Supreme Court and their Judges. Why 
not utilise the services of the High 
Court Judges? Why nominata a retir
ed Judge on this Tribunal? Appoint
Ing a retired Judge to the Tribunal 
sometimes comes to political corrup
tion. Anytiody may 'be put in tribu
nals of this kind, and people's faith in 
justice will be shaken. Damn all 
directors if you want, I have no love 
for them, but if you want to damn a 
director or remove him or replace 
him or deprive him of his remunera
tion, it is a big penalty which should 
be given by a proper tribunal consist
Ing of the judiciary. 

The members of the Tribunal, it is 
provided, should be persons with 
adequate knowledge of and experience 
in law. A pleader of three to five 
years standing may be put. He may 
be said to possess adequate knowledge. 
If such persons are appointed, it 
would only strengthen the hands of 
the Executive, and they will always 
look to the Executive for their future 
career. This is not a good develop
ment. We are drifting away from 
the judiciary and having such a tribu
nal. It is not a good sign for demo
cracy. So. the House may be pleased 
to accept my amendment. 

I have every faith in the Finance 
Minister, but after all, the Finance 
Minister may be a man in business or 
In some company. We cannot exclude 
such a man becoming a Finance Min
Ister. and he may have his own likes 
and dislikes. After all, human weak
nesses are there. So, I think it would 
be proper and in the interests of 
democracy that the Tribunals should 
be composed of High Court Judges and 
appointed by the Supreme Court and 
none else. 

Shrl SoIankI: In page 5, line 28, I 
want the word "only" to be deleted, 
because the appeal should be al~o on 
facts to the High Court. If the Tribu
nal come~ to a wrong decision on 
facts. then the High Court can 'five 
relief. The evidence before the Select 
Committee is there to support us. 
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Lastly I want to insert the words 
'or order' after toe word 'finding' in 
Une 31 on page 5. There is difterence 
between 'finding' and 'finding in 
order'. That is the amendment. 

8bri B. R. Bhagat: I do not accept 
the amendment of Shri Warior because 
as the hon. Member said, section 10D 
(1) (a) refers to-

"cases against managerial per
sonnel falling under Chapter IVA 
of Part VI, out Of any finding of 
the Tribunal under section 388D". 

He may mean that the interim order 
in the proposed amendment is in re
gard to application made under section 
397 or 398 as the caSe may be under 
the provisions of section 493. It is not 
open to a party aggrieved by an inte
rim order under this section to go to 
any High Court in appeal. Perhaps he 
may mean that sort of appeal. So, 
that amendment is not necessary. 

The other point made by an hon. 
Member was that the tribunal should 
consist of High Court Judges. I think 
the Select Committee has deliberated 
over this. The Chairman will be of 
the status of High Court Judge. In 
a matter like this experience in 
management of companies, law, acco
untancy, etc. is necessary. I think his 
point is met because the Chairman Is 
of that status. 

Mr. Speaker: I shall now put all the 
amendments to the vote of the House. 

The amendments were put and nega-
tived. 

Mr. Speaker: The question is: 

"That Clause 3 stand part of the 
Bill." 

The motion was adopted. 

Clause 3 was added to the Bill. 
(lJaue t- lnsertion of new Part IA 

after Part I 

Mr. Speaker: We go to clause 4-
Axe any amendments moved? 

Sbri Warior: Yes, Sir. I have an 
amendment-No.2. I beg to move: 

Page 6,-

(i) in line 16, JOT" "such powers" 
s'ltbstitute-

"all powers." 

(ii) in line 17, after "Act", 
insert" , n 

In the constitution of the board on 
company law administration, it says 
here 'such powers'. Formerly this 
administration had other powers also, 
other than those mentioned in this 
clause, such as control of capital 
issues, stock-exchanges, financial cor
porations, etc. So, these powers also 
must vest in the board. They fall in 
the same category of activities. It 
cannot be visualised now which acti
vity of the companies will have to be 
covered. It is necessary that there 
must be a co-ordinated action. So, all 
the powers that were formerly vested 
in the company law administration 
must be given to them. I see no 
reason why when the board is con
stituted some of these powers are 
taken away but not given to the board 
for more efficient and co-ordinated 
administration. 

Shri Morarka: Sir, think the 
amendment of Mr. Warior is based on 
some inadequate appreciation of the 
provisions of the Bill. All the powers 
under the Companies Act are dele
gated to this board. The clause here 
says: 

"As soon as may be after the 
commencement of the Companies 
(Amendment) Act, 1963, the Cen
tral Government shall, by notifica
tion in the Official Gazette .... to 
exercise and discharge such powers 
and functions conferred on the 
Central Government by or under 
this Act or any other law as may 
be delegated to it by that Gov
ernment." 

The\~owers over stock exchanges or 
capital control are powers under 
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[Shri Morarka] 
separate Acts and they could also be 
delegated. This enabling power has 
been taken here. All these powers 
cannot be embodied in this Act; they 
could not come under the purview of 
the Company Law Amendment Bill. 

The Minister of Planning (Shrl 
B. R. Bhagat): To supplement what 
the hon. Member has said clause I' 
also gives the .power to the Centrai 
Government to delegate any of its 
powers or functions, other than the 
power to appoint a person as public 
trustee under section 153A and the 
power to make rules, to the company 
law board. Except in respect of these 
two important and policy matters. the 
Central Government can delegate all 
Its powers. 

Sbri Indrajit Gupta: These two 
powers are excluded. Does it mean 
that all the other powers are neces
sarily to be delegated? 

Sbri B. R. Bbagat: They can be 
delegated. 

Mr. Speaker: I shall put amend
ment No.2 to the vote of the House. 

The amendment was put and 
negatived. 

Mr. Speaker: The question is: 

"That clause 4 stand part of the 
Bill" 

The mction was adopted. 

Clause 4 was added to the Bill. 

Clalllle 5 -Amendment of section 81 

Shri Warior: I beg to move: 

3. Pages 7 and 8,-

omit lines 34 to 42 and 1 to 4 res
pectively. 

Shri P. R. Patel: I beg to move: 

(i) Page 7, lines 29 to 31,-

omit "on such terms and conditions 
as appear to that Government to be 
reasonable in the circumstances of the 
case", 

(ii) Page 8, line 16,-

jar "thirty days" 8ubstitute-

"six months". (33). 

Sbrimati Subbadra .Josbl: I move 
No. 46 and 47. 

Mr. Speaker: 46 is the same as :I 
and 47 is the same as 4. So, they are 
barred. 

Sbrl B. R. Bbagat: I beg to move: 

(i) Page 8,-

(a) after line 13. insert-

"( 6) A copy of every order pro
posed to be issued by the Central 
Government under sub-section 
(4) shall be laid in draft before 
each House of Parliament while 
it is in session for a total period 
of thirty days which may be com
prised in one s~ssion or i~, two 
or more succeSSIVe seSSIons. 

( b) in line 14, jar ., (6) " substitute 
"(7)". (56) 

(ii) Pages 7 and 8,-

omit lines 34 to 42 and 1 to 4 res
pectively. (57) 

Shrl Harl Vishnu Kamatb: While 
1 do not wish to go in to the merits 
of the amendments that have been 
moved, I wish to raise an important 
point of order with regard to the role 
of Select Committees of the House. 
1 would invite your attention to the 
Lok Sabha debates of the 17th July, 
1956. I am reading the relevant 
extracts, excerpts, from the proceed
ings of the House on that date, 17th 
July, 1956. A Member of the Select 
Committee, Shri Raghavachari, waH 
about to speak or was speaking at 
that time, slightly differently fram 
what the report had recommended, 
and the point of order was raised by 
the hon. Member Shri Barman. He 
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raised the objection. and Mr. Speaker
I believe it was Shri Ananthasayanam 
Ayyangar at that time-gave a very 
elaborate ruling covering nearly two 
or three columns of the debate. I 
will read excerpts from that. the 
ruling that he gave at that time. He 
said: 

"I think the object of a Bill 
being sent to a Select Committee 
is for the purpose of having the 
considered opinion of its mem
bers .... Members of a Select 
Committee are expected to give a 
lead to the House; either they 
agree with the report or they do 
not agree. If every Member of a 
Select Committee bypasses the 
report of that Committee, what is 
the object of having sent the Bill 
to a Select Committee? Whose 
opinions are we considering here? 
Therefore, it is proper that any 
Member who differs from the 
majority report must append a 
note of dissent." 

He went on to say, further: 

"But having been a party to 
the Joint Committee, I expect 
him-

that is the Member concerned who 
was speaking against the report of 
the Committee--

"and all Members who were 
members of the Joint Committee 
to stand by the report. Other
wise, the whole thing will be a 
waste--

He used strong words-

"and it will result in a false 
impression being given to this 
House. I do not say they are 
debarred from expressing their 
views now. They may say by 
announcing that 'I am very sorry; 
I am not aware of it· ... 

Then, there are the Directions of 
the Speaker-87 and 88-where it is 
said that the Member should definite
iy say before he appends a Minute of 

Dissent that he has read the report, 
and if he does not append a Minute 
of Dissent, it is understood that nor
mally he agrees with the recommen
dation of the report. 1 am making 
this point at ihis stage because 1 do 
not know whether the Members of 
the Select Committee who have not 
append ~d a Minute of Dissent will 
speak h. ~e against the report of the 
CommitLee. I am not aware; I do not 
know at the present stage. But the 
stage will come a little later on when 
the voting stage is reached. I want 
a definite ruling from you whether 
Members of the Select Committee who 
failed to append a Minute of Dissent 
to the report of the Committee will 
be in order if they vote against a 
particular recommendation of the 
Committee from which they have not 
dissented, to which they have not 
appended a Minute of Dissent. That 
is an important point for salutary 
parliamentary convention and tradi
tion to grow in this country. Other
wise, the Select Committee will 
become a farce if a contrary conven
tion grows in our country, where a 
Member, not appending a Minute of 
Dissent, speaks and votes as he likes, 
opposes a recommendation of the 
Committee even if he did not append 
a Minute of Dissent. You will please 
consider this point with regard to 
clause 5 which is a very controver
sial clause, which has been the sub
ject-matter of debate inside and out
side this House, and guide the House 
and the Members of the Select Com
mittee who, so far as this clause is 
concerned, speak differently from the 
recommendation of the Committee. 
and vote on it also likewise, even 
though they have not appended a 
Minute of Dissent. 

Shri Morarka: Before you give a 
ruling on the point raised by Shri 
Kamath, 1 want to know whether it 
would be proper for us to discuss 
what exactly transpired in the Select 
Committee, becausc that has a bear
ing as to why the hon. Minister did 
not append a Minute of Dissent. He 
wanted to. but would it be proper for 
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me to tell the House under what 
circumstances he did not append a 
Minute of Dissent? If you permit 
me, I would say. I would like to pro
ceed only if you permit me to say 
what happened. 

Mr. Speaker: 1 would not allow 
that, but if it was such a situation ... 

Shri Warier: Can a Minister put in 
a Minute of Dissent? 

Mr. Speaker: He is also a Member 
of the Select Committee. 

Shri Indrajit Gupta (Calcutta South 
West): There was some doubt on 
that question. 

Shri Warior: If there is a doubt, 
you must give a ruling. 

Mr. Speaker: He is as good a Mem
ber of the Select Committee as any
body else. Therefore, if the decision 
is different from what he holds, he 
can always say there that he does not 
agree, but if such were the situation, 
the Minister could explain it: he could 
explain the grounds on which he 
could not by that time append a 
Minute of Dissent. If he differed 
from the point of view that had been 
taken, he should explain to the House, 
and the House should be aware of 
such a situation having arisen. The 
House should not be taken unexpec
tedly under the impression that all 
Members had agreed to the report 
that was made by the Committee and 
particularly the Minister who is in 
charge of the Bill and who is spon
soring the Bill. There would be a 
presumption that probably he had 
agreed to what the decision had been. 

Shri A. N. VidyalaDkar (Hoshiar
pur): I was a Member of the Select 
Coml'!"ltee. The Minister made it 
clear there that he did not agree with 
that amendment. 

Shrl P. R. Patel: But he did not 
append a Minuteo! Dissent. 

Mr. Speaker: What Shri Kamath 
says is that if the House is not told 
the reasons, and if any Member of 
the Select Committee stands up and 
begins to oppose the decision that has 
been taken without having appended 
any Minute of Dissent to that report, 
then Members may remain under the 
impression that probably he was not 
a Member of the Select Committee. 
Therefore, if in any extraordinary 
circumstances, a case has arisen where 
'a Member has changed his opinion or 
at that time also was of a different 
view but was unable to append a 
Minute of Dissent, then, when he 
stands up, he should make it clear 
here before the House so that the 
House must be forewarned that 
though at hat time he had not append
ed that Minute of Dissent, he was of 
that opinion or that later he changed 
his opinion. Both cases must be let 
known to the Members when they 
hear the Member of the Select Com
mittee. so that with that background, 
knowing all the information that he 
has given, the debate may proceed. 

Shri A. N. Vidyalankar: The con
vention is that the Minister does not 
append a Minute of Dissent. It was 
pointed out there: that according to 
the convention the Minister cannot 
append a Minute of Dissent. 

Mr. Speaker: He must explain that 
and say that under the convention he 
has not appended a Note of Dissent. 
He owes it to the House that he should 
explain to the Members that "this is 
the report, but I did not agree at that 
moment; I did not append or could 
not append a Note of Dissent" etc, 
Or, if he has changed his mind, sub
sequently, he should make it clear 
before the House. 

Shri Morarka: Before you part 
with this subject, may I say a word 
or two? I was part!y responsible for 
this particular episode. In 1953 .. or 
1954, the Income-tax (Amendment) 
Bill was referred to the. Select Com
mittee. Shri C. D. Deshmukh who 
was then the Minister in char,e of 



4965 Companies AGRAHAYANA 25,1885 (SAKA) (Amendment) Bill 4966 

that Bill did not aglt!e with the majo
rity view of the Select Committee, 
and he wanted to append .a Minute 
of Dissent. A similar objection was 
taken, and I believe the matter was 
referred to the then Speaker: I think 
it was Shri Mavalankar. He gave his 
opinion or rather advice that the 
Minister should not append a Minute 
of Dissent. Otherwise, it would be 
very embarrassing and though the 
Minister is a Member of the Select 
Committee he is a little more than 
that, and it would be highly embar
rassing if a Minister appends a Minute 
of Dissent. I had followed that, and 
based on that experience of mine, it 
was I who told the Minister that it 
\s not proper for a Minister to append 
a Minute of Dissent. 

Mr. Speaker: Then, 
explain it to the House. 
to the House. 

he must 
That is due 

Dr. M. S. Aney: Did that Member 
reserve the right of expressing a con
trary view on the floor of the House? 
He must have reserved that right at 
that time and specifically said that he 
reserves the right to express a con
trary view on the floor of the House. 
Then alone he can corne here and 
f!xpress a different opinion. 

Shri A. N. Vidyalankar: Unfortu
nately, I was not present then. May 
[ move my amendment? 

Mr. Speaker: Now his amendment 
is barred, because Mr. Warior has 
moved his amendment, which is just 
the same. 

Shri A. N. Vidyalankar: My name 
is also associated with it. 

Mr. Speaker: I will give him an 
opportunity to speak on that. 

Shri M. R. Masani: Sir, the choice 
before the House is between the 
clause as contained in the Report sub
mitted by the Select Committee and 
the two amendments moved by the 
han. Minister. That is the narrow 
,",sue Before the HOUle. Before I 

explain it, may I say I was rather 
amazed to hear the Minister blaming 
me for warning Government and 
Parliament against rejecting the 
advice of the Select Committee? I 
explained that the Select Committee 
had modified the clause and put in 
the proviso because they thought that 
the Bill as it was would damage India's 
credit abroad. The Minister thinks 
that my speech will damage India's 
credit abroad. Nobody very much 
cares what I say in the House. It is 
the actions of the Parliament and the 
Government of this country that will 
decide the credit of India abroad. My 
warning was that, if this clause is 
passed in the form that the Govern
ment wants and not in the form 
recommended by the Select Com
mittee, it will deal a great blow to 
the credit-worthiness of this country, 
which needs foreign capital so badly. 
On the contrary, the Minirtry now 
says that my speech will damage the 
credit-worthiness of India. Sir, I am 
very much flattered at the importance 
he gives me, but unfortunately, it is 
the action of the Government that 
will damage India's credit abroad and 
not speeches .... 

Mr. Speaker: Foreign investors may 
also see that Mr. Masani had already 
warned the Government. 

Shri M. R. Masani: I am grateful 
to you for the compliment, but the 
fact is that they do not need my 
warning. They move very fast and 
they know exactly what is happening 
in the country. They are not going 
to be guided by a small man like me. 
It reminds me of the saying: 

Sir, following the advice given by 
your han. predecessor, Sbri Mavalan
kar, which has just been read out by 
Mr. Kamath, I propose to do my duty 
as laid down by Mr. Mavalankar, of 
standing by the report of the Select 
Committee. Mr. Mavalankar said 
that it is the obligation of any mem
ber of the Select Committee who has 
not dissented to stand by the report 
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of the Select Committee. I stand by 
that clause as modified by the Select 
Committee. It provides two safe
guards. One is that there should be 
default and the other is that there 
should be three months' notice to the 
defaulting company to put itself right. 
If it does so, nothing arises. But if 
the company does not take notice 
and continues in default for three 
months, then the contract should be 
modified and Government could take 
action. That is what the Select Com
mittee recommended. 

The Finance Minister has moved 
two amendments Nos. 56 and 57. 57 
comes first in point of drafting. It 
refers to omitting lines 34 to 42 and 
1 to 4 of the respective pages. That, 
Sir, is the whole proviso put in by 
the Select Committee. The Minister 
wants to undo what the Select Com
mittee did to safeguard India's credit 
abroad and prestige at home. I oppose 
this amendment and I stand by the 
report of the Select Committee for 
the very good reasons given by Mr. 
Mavalankar, your predecessor. 

So far as the other amendment is 
concerned, I am glad that the 
strength of feeling on this matter in 
all quarters has persuaded the Minis
ter to put in one safeguard. As I 
mentioned, the Select Committee had 
put in two safeguards: one is default 
and the other is 3 months' notice. 
The Minister still does not accept de
fault. But I am glad to see that he 
has met part of the point of view of 
the majority of the Select Committee 
by bringing in an amendment which 
certainly will give notice of 30 days 
if not 90 days. This is a matter of 
detail and I do not think we are inte
re:;teu. in the number of days. But 
the fact remai,lis that notice is given 
to the party doncerned and, what is 
more, notice is given to Parliament 
and Parliament under its rules will 
be able to discuss a motion on it, if 
it sO desires. So I think this amend
ment certainly meets half way the 
position of the Select Committee. 

Shri Bade: Not half way, but. 
quarter way. 

Shri M. R. Masani: It means one 
of the two points made by the Select 
Committee has been met. What per
centage it is, I am Dot concerned 
with. I do recognise that the Minis
ter has met opinion. on this subject 
half way and I welcome it. But I still 
think that the deletion of the proviso, 
as recommended by the Select Com
mittee, is unfortunate and it will 
harm the country and the flow of' 
foreign capital. Therefore, follow
ing your hon predecessor's advice to
members of the Select Committee, I 
propose to vote for the clause as it 
was' recommended by the Select Com-· 
mittee and to oppose amendment No. 
57, which has been moved by the' 
hon. Minister. 

Shri DaJi (Indore): Sir, I have
first of all to request the House 
through you that the matter should 
not be viewed as it is being sought 
to be viewed, namely, that one should' 
not alter a report of the Select Com
mittee on the ground of constitu
tional propriety. 

Mr. Speaker: No body has sRitt 
like that. 

Shri Daji: Not exactly like that, 
but Mr. Mavalankar's ruling was' 
quoted as a precedent as if 

Mr. Speaker: He only takes ad
vantage of that because he supports 
the Select Committee's view. 

Shri Daji: But I would request the 
House to look at the question more 
fundamentally. Really speaking, 
what we propose to amend is one good 
salutary provision that existed in the 
Bill which was placed before the 
House and which was referred to the 
Select Committee. 

In ordinary cases, giving powers to· 
the Government may be a different 
matter. But considering the particu-
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lar background in which this clause 
has corne, this is not only essential, 
but I would go to the extent of saying 
that instead of "may" my hon. friend 
who has moved the amendment should 
have used the word "shall". It is not 
a question that Government may con
vert loans into shares but Government 
should in each and every case convert 
loans given to private parties into 
shares. After all, there is nothing 
very shocking about it and I certainlY 
jOin issue with my friend, from Rajkot 
when he said that foreign investors 
would be shaken. 

Sir, we have heard so many times 
and too much about frightening away 
foreign investors. It is a case which 
in Hindi is called: 

Some of our friends are behaving as 
if they are more exalted protectors of 
foreign interests than the interests 
themselves. It only shows where their 
heart lies. Only a week back, we 
were told by no less a person than the 
British High Commissioner in India 

Mr. Speaker: He is not protecting 
foreign interests here. He has said 
that if our credit-worthines9 goes 
down, we will suffer. 

Shri Dajl: I want to say that noth
ing like that is likely to happen 
because of this clause even remotely. 
I saw with restraint and respect 
that even to thing that our 
credit-worthiness will fall because 
of this is libellous and anti
national. Because of this clause, our 
credit-worthiness is certainly not go
ing to fall. It is quite strong in the 
World and we are not taking any dras
tic expropriatory or any such measures 
that our credit-worthiness in foreign 
countries will fan because the Gov
ernment is given this very halting 
POwer that Government "may", if they 
want, convert thc loans into shares. 

Shri Morarka: Both may be right. 
It may fall in America and it may not 
fall in Russia. 

Shri Daji: It would not fall in 
America also. Since my hon. friend has 
provoked me, I would say this that 
even if our credit-worthiness will fall, 
it will only fall in quarters who re
gard profit-making as the only domi
nant motive in investing here and loot
ing the poor people of India. This 
clause is not going to affect anyone 
who wants to help India in a friendly 
manner. I have not got an iota of 
doubt about this. For an hon. Member 
of this House to get up and say that 
our credit-worthiness is going to fall 
is not in the best traditions of 
nationalism, to put it at the least. 

All hon. Member: We have to learn 
nationalism from you? 

Shri Dajl: Yes, you have to learn· 
many things from me. Some of my 
triends, sitting with me are putting 
silly questions like this. There is a 
scar on my face, which is becaUSe of' 
my participation in the national
movement, which many of you cannot 
boast of. 

An hon. Member: It may be from 
Chinese. 

Shrj Dajl: Please do not bring in· 
Peking here. 

Mr. Speaker: Order, order. 

~~ri Dajl: Only the other day, the· 
Bntlsh High Commissioner in India 
made a statement which said that the
climate and conditions for foreign in
vestment in India are quite healthy and 
he was expecting a good amount of 
foreign investment. He went on to 
say, which was more remarkable, that 
the rate of profit in India on normal 
business was quite attrgcti'le. That 
was the statement made by the British 
High Commissioner in India, and I 
think he certainly knew what he was 
talking about. So, I cannot under
stand why the Government has used 
the word "may". I would submit that 
it is a mild term. 

Shri Bade: Is he speaking on the 
amendment or giving his view on the 
report of the Select Committee? 
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'd and yet those &. 10 crores are not 
being retUrned even by instalments; 
Dot only that, even as interest, not a 
single pie has been paid by that com
pany as yet. Therefore, in order to 
hide this glaring fact, this bogey of 
frightening the foreign investor may 
be used as a smoke-screen. So, let us 
face the facts as they are. Certain 
business houses have managed to get 
loans from Government whicn they 
are not repaying. Not only that, they 
are not even paying interest on that. 
Under these circumstances, there is no 
other go but to bring in this provision 
which will arm the Government with 
the powers to convert the loans into 
shares in order to safeguards the pub
lic interest. 

Mr. Speaker: He is tal\tini on the 
amendment. 

Sliri Daji: What I was submittini 
o was that even the word "may" casts 

o a duty on the Government to act when 
public interest warrants it. 

Shri Gauri Shanker ltakkar (Fateh
pur): Sir, I rise on a point of order. 
1 do not think that we are now h:aving 
a regular discussion on the amend
ment. A point of order was raised 
earlier by my hon. friend, Shri 
Kamath. He made a reference to a 
certain ruling given by the hon. 

. Speaker and then, Sir you also gave 
the opinion that the Minister cun-

o eerned is expected to explain the 
actual circumstances in which be 

o changed his mind or explain certain 
incidents which have led him to change 
his mind. I think we were on that 
discussion and that wilt not be over 
until you give your ruling on that. 

Mr. 8..peaker: That was over long 
ago. 

Shri Gauri Shanker Kakkar: No, 
·no. 

Mr. Speaker: Order, order. Per
haps, he has not followed it because 
of the pace at whict. we have bi!en 
travelling. That we finished long IIgo. 
Now we are discussing the amendme:lt. 

Shri DaJi: I think that coupled 
with the words "public intere~t" the 
word "may" may give wider powers 
to the Government and it may be in
terpreted to mean that a duty is cast 
on the Government by the Act where
ever possible to force Ihe issue of 
shares in place of the exisUng loans. 
r do not know, we have been tol:1 that 
the defaulting !!ompanies which have 
been given loans and to which this 
clause will apply will be hardly 3 or 
Ii. As far as I know, not even one of 
them is a foreign company, and the 
most important case in ~he C:1~e of a 
big steel magnate who has been g:.ven 

'Rs. 10 crores almost gr"tis and nothing 
'bas been returned. The rn~ney has 
'been invested, proftts are being earll-

If We are going to speak ahout the 
principles of equity and all that, I 
think no principle of equity can be 
said to be violated when the intE-rests 
of one are set as against the interests 
of the whole nation. There is groups 
of 4 or 5 individuals, concerns O~· com
panies which has mana'l'pd to lay its 
hands on the national wealth nnd it i~ 
not returning it. If, under these cir
cumstances, we give such powers to the 
Government in order to secure national 
interest by converting loan~ into 
shares, I do not think any ;)1 inciples Ilf 
natural justice are violated. 

La,tly, default is not the cnly ques
tion which can be covered by "public 
interest". "Public interest" is a wide 
term. It includes the interests of the 
whole economy, whole nation. There
fore, it is certainly not corre::t to res
trict this only in the case of def'iults. 
Technically speaking, man m3Y not 
be defaulting. I cannot go into the de
tails. Only the other day, the Minis .. 
ter of Steel, Mines and Heavy Engi
neering, Shri Subramaniam was saying 
in reply to a question that one of the 
terms of the agreement is such that 
the firm will never be in default. It 
seems under one of the t~rms Gov
ernment should pay in another name 
a sum of 'R!. 10 crores to that firm and 
from that payment the ftrm will pay 
back what it has taken earlier' So, it 
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ls as goOd as written off. Undcr theae 
arcumstances, technicallY:i man may 
not be defaulting. Even then. if pub-

/ lic interest demands, stt'ong action 
should be taken, because it is a ques
tion of national wealth. Thllrefl'Jre, I 
submit that the House should consider 
this dispassionately and should accept 
this amendment. 

Shrl Bade: Mr. Speaker, r have 
heard my hon. friend from Indore, 
Shri Daji, who is an advocate of long 
standing. But when he makes an aca
demic discussion, when hi, principles 
are brought in, his mind becomes 
biassed because of the view, ot his 
party. As a matter of I t. when· we 
lire making or enacting :i law which 
~ilI have retrospective effect, we have 
to consider whether Government is 
discharging a governmental function 
or the function of a creditor l'> a deb
tor. Here the question is whether a 
creditor is entitled to abrogate or 
modify the terms of the ::ontraet un
ilaterally. If my learned friend goes 
into that question, certainly he will 
come to the conclusion that 8 contract 
between a debtor and;} crpditor, a 
money-lender and a borrower, should 
not be wiped out like a ~~rap o~ 
paper. 

The question that has to be consi
dered is not whether it wiil affect 
three, four or fiVe concerns. That is 
not the question. The mail"). question 
is whether this Parliament sh:)Uld pass 
a law whereby we arm the Govern
ment and the Government servants 
with wide powers withOut any restric
tions. Any Government scrvant can 
take action under the propoJed law by 
saying that it is in the public interest. 
My learned friend, Shri Daji, knows
he has conducted so many c,,",c5-that 
the term "public inter~st" in the 
words of a High Court is very nuba
lous, vague and mischievous. There 
are any number of conflicting cases on 
this point of "public intere.~t". Any 
officer in his sweet will can interfere 
by bringing in "public interest". So, 
1he question that I ask is whether this 
Parliame'1t should arm such officers 
with wide powers to act "in public 

interest" and that too when the pro
vision has retrospective ellect. So, 
there is every objection to making it 
retrospective. 

Then there are two chu~es that 
notice should be given to Lh~ dei.lUlter. 
The Select Committee has amended 
the clause, and I think it iJ very pro
per. If my hon. friend, Shri Daji, 
looks at this provision from the point 
of view of an advocate, I have no 
doubt that he will come to the same 
conclusion to which I have ",me. 

Mr. Speaker: Are both hon. Mem
bers practising in the same High 
Court? 

Shri Bade: Lastly, we have taken 
a decision that we will have a mixed 
economy. If there is a IT)ixed eco
nomy, a private company should not 
be taken over by making or convert
ing the loan into capital, thus making 
it a company in the .public sector 
overnight. That is my objection, and 
I hope the House will consider it. 

Shri A. N. Vidyalankar: Mr. 
Speaker. I have given notice that the 
proviso to sub-clause (4) should be 
omitted. In the report of the Select 
Committee also I appended a minute 
of dissent. On the very first day 
when our hon. Finance Minister com
mended the report of the Select Com
mittee for the consideration of the 
House, he made quite clear the reasons 
for which he could not accept the pro
viso that was added by the Select 
Committee. I have also agreed with 
the reasons given by him. It has 
been stated in the course of general 
discussion that constitutional difficul
ties come in the way. If the constitu
tional provisions did not permit con
version of loans into equity shares, 
then in the case of defaulters al!;o the 
same provisions will stand in our way 
and in the case of defaulters also the 
conversion will not be possible as pro
vided. Therefore, I cannot understand 
the position of those who say that in 
the case of defaulters, the constitu
tional provisions did not stand in the 
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way, but in the case of other conver
sions, they stood in our way. The pro
posal that the hon. Finance Minister 
has put before Us is based on some 
past experience. Past experience with 
whom? It is based on the past expe
rien ~e with those who are at present 
loanees who have taken loans from 
the G<Jvernment and they have be
haVed in a manner and have used 
loans in a manner that the Finance 
Minister has thought it fit to come 
to the House. 

Sir, several times in the course of 
various discussions this House has 
desired that disparities in income 
should be reduced. At present, the 
tendency is that a few persons are get
ting richer and richer and the poor 
are getting poorer. This tendency 
should be checked. On one side we 
desire the Finance Minister to put cer
tain checks, to take suitable measures 
to see that this tendency should be 
checked, and on the other hand when 
the Finance Minister proposes some 
measures on the basis of past expe
rience with those who have taken 
loans when he wants to prevent them 
from misusing those loans and in
fluence when he wants to put certain 
checks on them., some of our friends 
stand in the way and they say, "No, 
these loans should not be converted 
into equity shares." I do not under
stand them. On one side we desire 
the Finance Mini~ter to follow certain 
policies and when in pursuance of 
those policies the Finance Minister de
sires to take effective action. Some 
of Us try to prevent him from dOing 
so. Therefore, I think. in this matter 
the G<Jvernment may be given full 
powers. It has been stated that it will 
be done in the public interest. I think 
that the proviso added by the Select 
Committee should be removed and 
the rest of the clause should be 
passed. 

Shri P R. Patel: Mr. Speaker. Sir, 
this clau~e gives power to the Govern
ment to convert loans into equity 

shares and in this clause the wordS 
are: 

. . on such terms and condi
tions as appear to that Govern
ment to be reasonable in the cir
cumstances of the case." 

Now, wh~n a contract is there, the 
general principle is that it can be 
amended or repealed by both the par
ties with consent. Now, here the 
clause gives the authority to Govern
ment to convert loans into equity 
shares unilaterally without the con
sent of the other side. Whether it is 
proper or not, I do not want to go into 
that. But to convert loans into equity 
shares on such terms as the creaitor 
chooses ....... . 

Shri Morarka: The proposed sub
section 6 of section 81 provides for a 
right of appeal to the cOurt. 

Shri P. R. Patel: The right of appeal 
is there. But there it is stated: 

" ... as appear to that Gov
ernment to be reasonable in the 
circumstances of the case." 

So it should appear to the Govern
m~nt as reasonable. Under the cir
cumstances, its decision is to be taken 
on such terms as the Government de
cides. If the other side is not satisfied 
it may go for an appeal. That is a 
different question. But here to give 
that power to the Government, to the 
creditor, to dictate terms on which the 
conversion is to be done is not pro
per. I would cite one example. Sup
po.p today's market price of the equity 
share is Rs. 144 or Rs. 145 and the Gov
ernment thinks it reasonable that the 
loan be converted into shares at the 
price of Rs. 199 and the Governm~nt 
thinks that that is rensonable. To give 
such an authority to the creditor is 
not proper. That is my submission. 
In the circumstances I request that my 
amendment may be accepted. 
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Shri D. N. Tiwary: Mr. Speaker, 
.Sir, I support the amendment of the 
Government. During the general 

. discussion herl::, two objections were 
taken against the amendment. My 

·hon. friend from Rajkot said that by 
introducing this amendment, the Gov
ernment is guiity of breach of con

·tract and the second argument that 
he put forward was that the leader of 
the Congress Party hoodwinked the 
'Party Members and dictated them to 
tio things in a certain way. I think, 
both the charges are wrong. Whe
ther it is in the interest of Mr. Masani 
or not, I cannot say. But if he comes 
to the breach of contract, I may givp. 
an instance that in Bihar and U.P. 
there was permanent settlement of 
'zamindaries and they were abolished. 
It was permanent settlement; no voir.f'l 
was raised by Mr. Masani at that time 
when that contract was breached anti 
·the poor zamindars like Us have now 
become almost paupers. He did not 
Qbjpct to that because that was in the 
national intterest. AlnteT1'Uption). 

Mr. Speaker: Hon. Members should 
pre~ume that very han. Member is 
speaking to further the interests of 
the nation. It is only the difference 
of opinion. One might think that it 
is in the public interest to take to one 
policy and the other might think just 
'the contrary. Every hon, Member is 
'speaking in the public interest. 

Sbri D. N. Tlwary: What I want to 
'bring home to this hon. House or to 
our esteemed friend from Rajkot is 
that r.o contract is sacrosanct and this 
'Parliament has got pl)wers to change 
al'ly rontract at any time if it thinks 
in the public interest. Not only the 
zamindari was abolished in Bihar and 
U,P .. but even our marriage contracts 
are being changed every day, Where 
is the question ot it being sacrosanct. 

Mr. Speaker: He need not come to 
the marriage contract at this hour of 
'the day. 

Sbri D. N. TlWary: Is it taken that 
lh" Portuguese had some contract with 
'some ex-kings here and that they 

should not have been ousted? Does 
h.! mean to say that? 

The second point rl::fers about the 
attack on our leader. He is perhaps 
mistaken. The back-benchers, as you 
call them, or the Members of the 
P~rty wanted to go a step further. It 
there was a failure of payment on this 
or on that, they wanted to make the 
loan of the Government turned into 
I"c;.uity share in every company that 
has takl"n the loan. So, the leader 
exeI cised control on the Members of 
the Party and then he made this vill 
nedia. There was a wrong casting of 
aspersion on our leader. 

With these wordS, I SUl'port thia 
amendment. 

,,) ~~ ('fr:fT) : ~el 
~,it ~ ~ if;T ~ ~ 
~~f'fi~~~ctt €.o ~fcr~'ffiIT 
!fit~~I~~~~if 
~~~Tif;T~~ 
~1<:~~ifiT~~~ 
;r;nm ~ ~ ~ f~M ~ 00 
it<irf~~~T I ~lRR 
;;rif ~ ~"wr if;T ~ ~ ~ ~ 
~ ~ tfurr;r ifT I'fit m ~ 
~ fit; ~ ~ if ~T ;rni ~ 
~I it'fi~~f'fi~~~ 
if;T iRIf ~ lJllT ~ ~ ~ ~ if 
~ it ~ 'fiT qi)t ~ fif;lrr ~. 
~~~it~'fft~~ 
~~f~qim-~~ I ~itr.m 
it~~m~~T~;rmr 
f~ !fit m fif;lrr ~ I tJ:m ~ it 
f.dt ~ fum 'R ~ fif;lrr ~ I ~ ~ 
~ tr'f Ofm 'R ~ OflT<: if;T lIiT{ 
~ ~ 'IT ~ ~ ffi ifii'A 'flif l!iT 
WAr mrTwif ~ I P po r-f ~, ~ 
'~I~~~~rn.ff 
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[r,fr fuilOfi"i~] 
lif ~Tlr-f crr~ ~ a1-~ ~ 

00 '!iT 1'ktr.j).,"i rn ~ ~ ~T 
~ ~ t I ;;rq '1fT ~ ~ <f~ 'fiTt 
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im ~' ..m: CIT;';'T ~A CIT;;rr ~{T Flo[ 

~Ttrr 

Mr. Speaker: Now, the hon. Minis
ter. 

Shri Warior: Before you call the 
hon. Minister, I jus'! want to make 
one submission. 

16 hn. 

Mr. Speaker: When I wanted to 
call the hon. Member earlier he just 
pointed to Shri Daji, but now he 
wants to speak. 

Shri Warior: I only wanted Shri 
Daji to speak first. 

At page '8 of the Bill, in the propos
ed sub-section (5) of sectior. 81, it 
has been provided that: 

"In determining the terl1l8 and 
conditions of such conversions, 
the Central Government shall 
have due regard to the following 
circumstancell .... ". 

Then, the circumstances have been 
mentioned. In the light of the new 
amendment which the hon. Minil!lter 

has proposed, which seeks to place the 
intention of Govenunent or the pro
posal of Government on the Table of 
the House for one month's time, what 
will be the position of the market 
value of the shares? Will the term 
'market value' mean the original 
value of the shares or the value after 
one month's time? When Govern~ 

ment announce their intention and it 
is published, the market value of the 
shares may go up and if Government 
give the market value as it obtains 
after one month, then they may have 
to pay much more than the original 
value. 

Mr. Speaker: That would be a good 
opportunity for the hon. Members to 
clutch at them. 

Shri Warior: I want a clarification 
on this point because this is a new 
amendment which Government have 
brought forwal'd. 

Shri Bari Vishnu Kamath: I would 
like to move an amendment to amend
ment No. 56, as follows: 

"That in the amendment pro
posed by Shri B. R. Bhagat, 
printed as No. 56 in List No. 7 
of amendment,-

in (a), add at the end: 

"and if before the expiry of the 
session in which it is so laid or 
the successive sessions aforesaid,_ 
both Houses agree in making any 
modification in the order or both 
Houses agree that the order 
should not be made, the order 
shall thereafter have effect only 
in such modified form or be of 
no effect as the case may be.". 

Shri M. R. Muani: That is usual. 

Shri Barl Vishnu Kamath: Usually .. 
that is the formla that has been ad-
opted in all Bills so far. 

Mr. Speaker: Let me know the re
action of the hon. Minister. 
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Shri ·Barf VlBImu Kamatb: But the 
hon. Minister has gone only half way. 
I want to assert the supremacy of 
Parliament in so far as legislation is 
concerned, and I hope the hon. Minis
ter will agree to this amendment, be
cause that will be in consonance with 
precedent in regard to all the Bills 
that we have adopted so far in this 
House. 

Shrl T. T. Krishnamachari: Before 
framing this amendment I had look
ed into other provisions ~f this nature, 
particularly section 620 of the parent 
Act. 

My Own feeling is that in a matter 
like this, it will be sufficient to place 
it on the Table of the House, and if 
Members of the House want to raise 
a discussion, as you know, their 
powers are unfettered. A positive 
sanction is not necessary in this sense 
that hon. Mem bers may not take any 
notice of it or they might leave it 
alone. I want to leaVe it free to 
them either to take notice of it or not. 
I am sure that in this House in the 

. future, not only Shri Kamath' will be 
here for a long time, but there wiIl be 
other Members like Shri Kamath, and 
they would not let any grass to grow 
under their feet. 

Mr. Speaker: The han. Member's 
point is this. Supposing it is placed 
On the Table of the House just to
wards the end of the session, when 
there are just one or two days for the 
session to end, and it is prescribed 
that .... 

Shrl T. T. Krishnamacharl: If you 
read the amendment, you will find 
that it may be placed in one session 
or in more than one session; the 
language of the amendment il: 

"for a total period of thirty 
days which may comprise of one 
session or in two or more succes
sive sessions .... 

So, it has to be before the House for 
30 days when the House is in session. 
So, what you are suggesting is not 
something which can be done. 

I have taken the wording from see
tion 620 of the Acl, and I have bodily' 
lifted it here. 

Mr. Speaker: But modification i •. 
not provided for. 

Shrl T. T. Krishnamachari: It is for' 
the Members to act. If we put it 
down in the provision, it becomes a 
positiVe sanction. Members might 
ignore it. If they ignore it, then that 
does not happen. I have not asked 
here for a positive action. I merely 
bring it to the notice of the Members, 
and they can take action if they 
want. I do not think that the posi
tion is one where a positive sanction 
is needed; getting a resolution to be· 
moved is not needed. I think the 
Members are watchful enough. 

Mr. Speaker: I shall just .make my
self cle.ar about it. Would it be 
possible for the Members to bring 
forward any modification? 

Shri T. T. Krishnamacbari: When 
once any paper is laid on the Table 
of the House, they can table a motion 
and ask for a debate. Once there is 
a positive resolution that Govern. 
ment shall not do it, Government 
shall not do it. I have examined 
this matter very carefully. As I 
said, I have copied the language of 
section 620 of the Act. 

Mr. Speaker: But there are cases 
where it is only laid for the informa
tion of the House. There are others 
where it has been specifically laid' 
down that the House is empowered 
to make any modification in the rules 
etc. 

Sbri T. T. Krisbnamacbari: That is 
so. Who could take away the power 
of the House to direct Government to 
do something else? It is generic. 
Nobody can really curtail the power 
of the House. We do not want an 
express thing that there should be a 
positiVe action. My feeling is that 
the powers of the House cannot at 
all be curtailed, and it is open to the' 
Members to take it up. 
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Mr. Speaker: The hon. Minister 
was referring to section 620! 

Shri T. T. Krislulamachari: I have 
· only taken the language of the first 
· part of section 620 and left the latter 
'half of it. 

Mr. Speaker: Would it not make a 
· difference if he leaves out the latter 
. part? 

Section 620 reads: 

"A COpy of every notification 
proposed to be issued under sub
section (1) shall be laid in draft 
before both Houses of Parliament 

'for a period of not less than 
thirty days while they are in 
session and if within that period, 

. either House disapproves of the 
issue of notification Or approves 
of such issue only with modifica
tions, the notification shall not be 
issued or, as the case may re-

'quire, shall be issued only with 
"such modifications as may be 
agreed on by both the Houses .... 

Shri T. T. KrisbDlUllllCharl: That is 
:lmplied. 

Mr. Speaker: I think Shri Kamath 
has taken the language of his 

.amendment from this provision. 

Shri T. T. Krisbna.mac.harl: He may 
have taken it from somewhere else. 
[ do not mind that. But the point 

,Is that it is really implied in it. 

Mr. Speaker: If the hon. Minister 
·is sure, the House may not mind it. 
But, otherwise, the House is very 
1ealous of its rights and wants to re
tain the rights which it has got. 

Shri T. T. KrlshDlUllllCharl: As a 
',matter of fact, even as it is, if the 

House disapproves within that time, 
'then Government cannot act. 

Mr. Speaker: There is one difficulty 
In this case. The hon. Minister has 

• only taken, the first portion from sec
'tion 620, and he has said that it shall 

he laid On the Table of the House 
for thirty days. Supposing the House 
Is vigilant and the Members take it 
lip also and a resolution is also pass
"d, in that case, Government have to 
take action after that, that is, after 
some time. But if this form is there, 
then, as soon as a resolution is pass
ed and a modification is recommend
ed, then at that very time the modi
fication can come into effect. One 
would be only a recommendation in 
the form of a resolution, and the other 
would be an action taken. 

Sbri T. T. Krisbnamacbari: Here, 
I am also giving an opportunity to 
withdraw it. One of the reasons 
why I took the latter portion out 
was to give an opportunity to 
Government to withdraw the notifica
tion, The present language of the 
amendment allows for a certain 
amount of elasticity, if it is not spelt 
out. Government can withdraw the 
notification also. 

Mr. Speaker: Now, the difference 
becomes clear that at that time there 
will be an opportunity to Government 
to withdraw the notification. 

Shri T. T. Krlshnamachari: If Par
liament says 'We do not like this', 
then we shall withdraw it. 

Mr. Speaker: Then, it is left to the 
Government to withdraw it after
wards? That means that Govern· 
ment may take some time to with· 
draw it, and meanwhile, it might 
continue in force? 

Sbri T. T. Krtshnamachari: The dis
tinction is this. The distinction between 
the language of 620 and the language 
of the present amendment is this. 
This amendment relates to an execu
tive order which we are plaCing on 
the Table of the House. Section 620 
deals with subordinate legislation and 
delegated legislation only. So, I 
prefer the present wording, because 
it will give power to Government to 
retract and say 'No, We shall with· 
draw it, and no action will be taken 
at alL', 

Shri M. R. Masanl: May I make a 
submission? While I appreciate Shri 
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Kamath's anxiety to put everything 
properly and to dot the i's and cross 
the t's, my own feeling is that the 
language of the amendment as it reads 
does mean what the han. Member has 
said, because the amendment reads: 

" .... a copy of every order pro
posed to be issued .... ". 

So, it is not an order, it is CI mere 
proposal. It is not implemented at 
all, and it has no operative force. It 
remains as a proposal for thirty days 
·before the House, and in respect of 
anything that is laid on the Table, we 
have a right to discuss it and to have 
a motion on it, and if the House pass
es a contrary motion or an amending 
one, obviously the order does not 
come into force or comes into force in 
the amended form .... 

Shri T. T. Krishnamachari: If a con
trary motion is passed, Government 
will not issue the order at all. 

Shri M. R. }lasani: .... So, it is 
only a proposed order and not a com
pleted fact at all. 

Mr. Speaker: There should not be 
any objection in that case, if before 
issuing it, only the proposal is placed 
before the House. 

Shri Hari Vishnu Kamath: May J 
submit one word? This harks back 
to the political history of the con
'Hict between the executive and the 
legislature, and the supremacy of Par
liament has since been fully establish
ed. It is not an accepted principle. 
I invite your attention to article 359. 
A similar question arose in that con
nection in regard to DIR orders plac
·ed on the Table. I raised that ques
tion then: It says 'Every order made 
under clause (1) .... 

Mr. Speaker: He should realise the 
distinction. The order is not made 
here. 

Shri Hari Vishnu Kamath: Yes, 
proposed to 'be made. 
1797 (Ai) LSD-8. 

Mr. Speaker: One is order mad.; 
the other is a proposal before Parlia
ment. They are two distinct thinge. 
Here nothing would be done until 3& 
days have passed since the order pro
posed is laid on the Table. 

Shri Hari Vishnu Kamath: Before 
the expiry of 30 days, will it be open 
to the HOUse to modify it by 8lI 
amendment or only by a Resolution! 

Mr. Speaker: I am sorry I Will 

rather confusing the two. There it 
was an order already made; here it 
is only a proposal. 

That is all right. 

Shrl T. T. Krishnamachari: I do not 
know if you want me to reply to the 
points raised. 

Mr. Speaker: Not that, but the 
other points made about amendments. 

Shri Dari Vishnu Kamath: I raised 
a point whether the Minister, if 
he differed from a Select Committee's 
Report, should append a minute of 
dissent before he opposes it. 

Mr. Speaker: We have finished 
that. I haVe made my observations. 

Shri Hari Vishnu Kamath: Have 
you given a ruling on that? 

Shl':\ Bade: This is very important. 
I also raised the same point, whether 
the Minister can say something 
against the Select Committee's Report 
without appending a minute of dis
sent. 

Mr. Speaker: I have made myself 
clear. 

Shl':\ T. T. Krlslmamachari: So far 
as the arguments are concerned, the), 
cut both ways. In all conscience, it 
is a difficult proposition. I do not 
say that it is something very simple. 
r have' been at pains to find out how 
to accommodate at any rate the safet)' 
factor into it and not completely make 
it infructuous, at any rate in regard 
to some types of loans if the provillO 
is accepted. I mentioned-at that 
time the Speaker was not here--tha1 
Parliament is the biggest court tb-* 
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[Shri T. T. Krishnamachari] 

people could have. It is referred to 
this court. If it is improper action, it 
is subject to scrutin~ by the House. 
Some Minister might do it. It is an 
executive order. There might be a 
Cabinet meeting or there may not be. 
But here the full glare of publicity 
Is turned on it. I do not think it 
should be further tightened. 'The 
Central Government shall ...... 
'Shall' means Gov('~nment completely 
abdicating any right. It cannot say 
tomorrow the loan must be convert
ed-that is not so. Whether we want 
to do it todav or tomorrow or not at 
all is a diffe'rent matter. In every
thing, there is the question of nego
tiation. It may be that only a part of 
a loan may be converted, a very small 
portion of it, or not at all. 

So as I have said, the qualification 
of the wording of the clause by the 
Use of the words 'public intere~t' 
makes it necess3ry for Government to 
justify any particular action in pu blic 
Interest. Secondly, I have provided 
the other safeguard, for Parliament 
to know about it; it can see that no 
improper action is taken; it can see 
that the right action is taken. 

Therefore, J am unable to accept 
any other amendments. I want the 
ptoviSD to be taken out and this par
ticular clause to be inserted. 

Rht'l Dan Vishnu Kamath: I rise to 
a point of order. I have got to raise 
this again. 1 had raised that ques
tion earlier and if J heard you aright 
-1 could not get the reporters' 
eouy, it is too early to get it-you 
atated in reply to a question by a 
Member on the opposite Benches whe
ther it is open to a Minister to ap
pend a minute of disqent from the 
Select Committee's report if he dis
agreed with it, that the Minister is a 
Member of the Committee and, there
fore he is entitled to write a minute 
of dissent, if he dissents from the 
Committee's Report. If he does not 
do so he should explain to the House, 
he o~es it to the House, that he 
Ihould explain why he t. now taking I 

a different stand; he should make his 
new stand clear to the House and 
give the reasons for the change in his 
attitude. 

Shri T. T. Krishnamaehari: I have 
said it many times. 

Shri Dari Vishnu Kamath: He was 
not present here when I raised th6 
point of order. I saw the Deputy 
Chief Whip of the Congress party 
running to fetch him. 

Mr. Speaker: He must have read It 
or he will read it. He raised a point 
of order. I gave a ruling. What 
further does he want? 

Shri D:1rl Vishnu Kamath: By your 
leave, Sir, I had gone to ·attend a 
meeting of the Committee on Private 
Member's Bills and Resolulions. 1 
was not here when yOU gave the rul
lng, and I could not get the reporters' 
ropy either. 

Mr. Speaker: He should read it. 

The question is: 

"Pages 7 and 8,-

omit lines 34 to 42 and 1 to 4 
respectively." (57). 

The motion was adopted. 

Mr. Speaker: The question' is: 

Page 8,-

(a) after iine 13, insert-

"(6) A copy of every order pro-
posed to be issued by the 
Central Government under 
sub-section (4) shall be laid 
in draft before each House of 
Parliament while it is ill! 
session for a total period of 
thirty days whiCh may be 
comprised in one sessIon or 
in two or more successIve 
sessions". 

(b) in line 14, for "(6)", substi-
tute "(7)", (56). 

The motion was adopted. 
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Mr. Speaker: Amendment No. 3 is 
barred because it is the same as 
No. 56. Th:>n there are amendments 
Nos. 30 and 33. 

The question is: 

''That Clause 5, as amended. 
stand part of the Bill". 

Shri P. R. Patel: I beg leave of the 
House to withdraw them.. 

The Lok Sabha divided. 

Some Bon. Members 10 •• e-
The amendments Wl!1'e, by leave, 

withdrawn. Mr. Speaker: Any corrections? I 
find that one 'No' has to be added, 
and one 'No' to be subtracted. So, 
the Noes remain as they are. Four 
'Ayes' to be added, one Whip and on. 
Minister also! 

Mr. Speaker: There is no other 
amendment left. I shall put clause 
6, as amended, to the vote of the 
House. 

Division 'No. 12] 

Achu,han. S hri 
Ah'a. Shri A.S. 
An('y. Dr. M.S. 

S.l Krishrl ~·irlth. Shri 
BDlakriahn.", 5hri 
Banerjee, ~hri S.¥-. 

BarkalOki, 5hrimat Renuka 
BaruPa), S hrj p. L. 
a.sappa, Shri 

8aaumatad. Shri 
Ba,,,,.nt, Shri 

Bhagat. Shri n. R. 
Dharja Deo, Shri , . N. 

Bhattacharyya, ~hri C. K.. 
Birt'ndra nahaupr E.i'·gh, Sbri 
Bist. S hri J B. S. 

Brajr-sh,,'ar Prasad. ~hri 
Chakrov':UIt)'. !-.hl "1Il.li Rra. 
Chlk.u¥(rti, ~hri P. R. 
Chandrastkhar. ~,hrimati 
Chatuncc.i, ~_.hrl S. N. 
ChaUdhry. ~hr C. L. 
Chaudhuri, ~hri D. S. 
Chettiu, ~hri Ratnanai.hao 
Chuni Lat, ~hri 
Daji, Shri 
Da., Shri B. 1<. 
D.lapPa, Shri 

De.hmuk,h, Shri Shivaji Rao S. 
Digbe, Shri 

Gahmari, ~hri 
Candhi, Shri V. B. 
Gar.a Dc:vi, ~hrimlti 
GO"i, Shri Abdul Ghani 
Go"alan , '!'hri A .K. 
Guha, ~hri A. C. 
GuPta, Shri Jnt.:rajit 
GUPta, Shri Ram Rataa 
Han.cia. ~hri ~ubOcih 

Ha .. rib, Sbri 1. N. 

AYES 

Hem Raj, Shri 
Himalliq~k3.. shrt 
Jadhav, Shri Tul,hida. 
Jamllnadc,·i. Shrimati 

Jc:Jhe, Shri 
Jera, Shri 
Jyotishi, Shri J. P. 
Kauadi, Shri 
Kapper, Shri 
Karuthirllffian, Shri 
KcdQria, Shri C. M. 
Kl"i&hirg, Shri Ri&han. 
Ki'ian Veer, Shri 
Koujalgi, Shri H. V. 

Krira Shankar, Shrl 
KrishTlamachari, Shri T. T. 
Lak.hmikanlhamma, ShrimatJ 
Lalit Sen, ~hri 

Laskar, Shri N. R. 
Laxmi Rai, Shrimati 
Mahl:lh. Shri 
MaJakhami. Shri 

Malho1ra, Shri Irdcr ]. 

Mundal, ~hri Yamur.a Prasad 
Mari)'argadan, ~hri 
Mc hrolra, Shri Brai Dibari 
Mirza, Shri BRkar Ali 
Mishra, ~hri Eibhuti 

A.tillr., Shr i Mahcsb Duna 
Mohar.ty, ~hri G. 

Morarka. Shri 
More, Shri K. L. 
Mukerjcc, Shrimati Sharda 
MUrti, ~hri M. S. 
Nair, shz-I Va.udcYU1 
Narda, ~hri 

Nehru. Shri Jawaharlal 
Nirarjan Lal, ~hrj 

Pant, ~hri K. C'. 
Pa.eI. Shrl P. R. 
Pa.el sbri Rlje.h".r 

Palil, Shri D. S. 
I'atil. ~hri S. B. 

[16.17 bra. 

PatUl,hi Raman, Shri C.!'R. 
Prabhakar, .shri Naval 

Ragh'Jnllth Sirgh, Sbri 
Raja, ~hri G. R. 

RaideD ~irgh, Shri 
Ram Scowak. !)hri 
Ram Subhag Sirgh, Dr. 
Ram Swarup, Shri 
Ramaswamy, Shri S. V. 
Rananjai !':iingh, Shri 
Ranc, bhri 

Rao, Shri Kri.hnamOOrtbJ 
Rao, S hri M.1I1hyal 

l\.ao, Shri RaJpgopala 
Rao, &hri Ramclhw8l' 
Ran, :::,hri Thirumala 

Ray, ~hrimali Renuh 
Rcddahr. ~bri 
Roy. t>hri Diihwanath 
Sadhu Ram, Shri 
Saha, Dr. S. K. 
Sahu, Shri Ralncahwar 
Samanata, bhl i S. C. 

Satyabhama Devi, Shrimlli 
Shah, ~hri Manabendra 
Sham Nath, Shri 
Sharma, Shri K. C. 
Sha.hi Ranjan, Shri 

Shaltri. ~hri Prakash Vir 
Shco Narain, Shri 
Shindc, ~hri 

Shrce Narayan Das. Sbri 
Siddar.aniaPra, Shri 
Siddiah, S bri 

Sidhcshwar Pn,ad, sbri 
Singh, ~hri D. N. 
~irgh, Shli J. D. 
Sir.h, ~hri K. K. 
Sinha, Shri B. P. 
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Sinba, Sbri Satya. Narayan 
Sinha, Shrirnali Ramdulari 
Son.vane, Shri 

SWlrln Sin.b, Sbri 

Tiwary, Shri D. N. 

Vidyalankar, Shri A. N. 

Virbhadre Sirgh, Shri 
VY8I, Shri Radhc:ial 
Wadiw8, ~hri Soundar::.."11 Ramachandran, Tiwary, Shri K. N. 

SbrimDti 
Subramanyam. Shri T. 
SUmst Pruad, shri 
Surcndra Pal Singh, Shri 
SUlfa Prlsad, Shri 
Swamy, Shri M. P. 

Tiwary, sM R. S. 
Up.dhyay., ::"hri ShiYa Dun 
Vai.hYI, shri M. B. 

Warior. Shri 

Yadab, Shri N. P. 

Yada., Shri Ram Harth 

Yadava, Shri B. P. 

Varma, Shri Ravindra 

Vcnkatalubbaiah, Shri P. 

Bade, Sbri 

NOES 

Mahananda, Shri 
Marandi, Shri 

SaBhank Mar1jari. Shrima:i 
Sirah, Shri Y. O. Buant Kunwarni, Shrimatir 

Bhcel, Sbri P. H. 
Dco, Sbri P. K. 
KaPur Sin.b, Sbri 

Masani, Shri M. R. 
Ram Sif'lh, ~hri 

Reddy I :)hri Nuuimha 

Singha, Shri Y. N. 
Solar-kit ~hJi 

Y •• hpal Sirah, Shri 

Mr. Speaker: The result of the 
Division is Ayes: 147; Noes 15. 

The motion was adopted. 

Clause 5, as amended, was added to 
the Bi!!. 

Clalllle 6-Amendment of section 153 

8hri B'imatslngka: I beg to move: 

Page 8,-

fur clause 6, su.bditu.te-

'6. Substitution of new section for 
aection 153.-For section 153 of the 
principal Act, the following section 
.hall be substituted, namely:-

"153. Notice of all trusts, ex
express, implied or constructive, 
if given, shall be entered on the 
register of members, or of deben
ture holders." (6) 

Clause 7 provides, under the proposed 
Retion 153B (2) that notice of a trust 
". to be given to the company: 

"A coPy of the declaration made 
under sub-section (1) shall be 
sent by the trustee to the company 

concerned, witlfin twenty-one 
days, after the declaration has 
been sent to the public trustee." 

But by clause 6, they are omitting the 
words "or be received by the Regis
trar" 'n section 153. Therefore, as the 
section remains, no notice of any trust, 
express, implied or constructive, will 
be entered in the Register of Members 
or of Debenture holders. So, by my 
amendment I suggest that section 153 
should also be suitably amended. 

Shrl T. T. Krishnamaehari: It is 
not redundant as pointed out by the 
hon. Member. I am afraid there are 
two different issues. One is the ordi
nary requirement under the law. The 
other :s in regard to particular securi
ties which are he1d by the trust. Since 
we haVe taken the precaution of say
ing in the new section 153B: 

"Notwithstanding anything con
tained in section 153", 

this is amply covered, 

Shrl Blmata'ul'ka: Sir, I withdraw 
my amendment. 

Mr. Speaker: Has he the leave of 
the House to w:thdraw his amend
ment? 
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Bon. Membel'lil: Yes. 

The amendments were, by leave, 
withdrawn. 

Mr. Speaker: The question is: 

"That clause 6 stand part of the 
Bill." 

The motion was adopted. 

Clau.se 6 was added to the Bit!. 

Clause 'J- Insertion of new sectians 
after section 153 

8hri Solanki: I beg to move: 

Page 9,-

after line 12, insert-

"(a) where the trust is not a 
public charitable; or 

(b) even if the trust is a public 
charitable trust, where the trust 
money is invested in shares in, or 
debentures of a private limited 
company, or".' (34) 

I want family trusts and trusts com
prising shares of private limited com
panies to be exempeted. These powers 
are taken by Government to safeguard 
the public interest. This can hardly 
apply to family trusts, because ~ey 
are of interest only to the family. 
Also the trust of a private company 
hardly comes under public interest. 
These two should be excluded from 
Government interference. 

8hri Bade: I want one clarification 
from the hon. Minister. He stated 
on the 28th November that there 
would be an amendment exempting 
charitable trusts, educational trusts 
and family trusts. I have got a copy 
rJf his speech here. Is the Minister 
going to keep the prOmise given on 
the 28th November or not? 'nlen, 
why is be not making such an amend
ment? 

'nle dOllor, when he makes a trust, 
does 80 with the intention that it 

should be usef«l for certain purposes, 
from a certa'n point of view. He has 
important rights, the right of pro
perty, and the right of vote. The right 
of vote is being taken away by a sim
ple amendment. So, I think charti
able and family trusts should be 
exempted. 

Besides if any proxy or any person 
who is a' Government official votes in 
a hundred companies, that will be
come a sort of monopoly of vot'ng. 
There should be ~ome clause protec
ting charitable and famll:y trusts. 

""lifo 5fo ~ (+r,IT') : t;}!Xjlft' 

1f~Rli, .q7: ~Cf';r X ~, XV aT<: ~X 
f<f,1f If<ffif IT ~,' I 

~1It lf~li : trr'1 <f,T '«IT ~r 
o;ffipi fi{.~ IT i I : 

1l1'1 ~o':5fO ~: ~ l:; (~) 0lJ: If<ffif 
~I 

~ 1I~ : trfi~ ii' aT f1fi«T if 
'lilT ~niiT I ~ trRC tri1i' trli~ t I . . 
Shri MOrarka: There is a smal1 

printing error in clause 7. ,It says: 

"After section 153 of the princi· 
pal Act ... " 

The new section following should be 
section 153A. 

Shri T. T. KrilIhnamachari: I hope 
it will be corrected. It is a printing 
error. 

The onus is now placed on the Cent
ral Government to pick out particular 
stocks and ask the public trustee to 
give them exemption. It is not a pos-
sibility. As I have said, once the 
power is given to the public trustee, if 
the trustee himself wants to exercise 
the power, he can apply to the publie 
trustee, aDd the public trustee msy 
ask him to do so. The whole posi
tion is sought to be reversed. I am 
unable to aceept the amendment. 
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Hr. Speaker: The question is: 

Page 9,-

ajte'/' line 12, insert-

·'(a) where the trust is not a pub. 
lic charitable trust; or 

(b) even if the trust is a pub. 
lic charitable trust where the 
trust money is invested in 
shares in, or debentures of, a 
private limited company, or". 
(34) 

The motion was negatived. 

Mr. Speaker: The question is: 

"That claUSe 7 stand part of the 
Bill." 

The motion was adopted. 

Claue 8-Insertion of new section 
ajteT section 187 A 

Shri Warior: I beg to move: 

(1) Page 10, lines 3 and 4,

omit "or the trustee himself'·. 
(9) 

(:i) Page 10, omit lines 6 to 10. 
(0) 

Shri Bade: I beg to move: 

Pages 9 and 10,-

fOT lines 24 to 35 and 1 to 32 respec
tively, substitute-

"187B. (1) The Central Govern
ment may, by notification in the 
Official Gazette, appoint a person 
as public trustee to exercise the 
rights and powers conferred on 
him by .this section. 

(2) Notwithstanding anything 
contained in this Act or any other 
law or any contract, memorandum 
or articles, where any shares in, 
or debentures of a company are 
held in trust by any person (here-

inafter referred to as the trustee), 
the Central Government mBJ', 
subject to the provisions herein
after contained, direct the publie 
trustee to exercise at any meeting 
01 the company or at any meeting 
of any class of members of the 
company or at any meeting of the 
debenture holders Of the com
pany, as the case may be, the 
same rights and powers (includ
ing the right to vote by proxy) 
as the trustee would exercise as a 
member or debenture holder_ 
such meeting and thereupon the 
public trustee shall, and the trus
tee sh~ll not, exercise any such 
right.s and powers as aforesaid: 

Provided that-

(a) the power under this sub
section shall not be exercised 
except in a case where the Central 
Government is satisfied that the 
trustee has in breach of his dutie8 
as a trustee exercised his voting 
right fer the advancement of the 
personal interest of himself or of 
the settler Or to the deteriment of 
the interests of the trust; 

(b) this power shall be exer
cised only after the trustee hall 
been given an opportunity of 
showing cause against the action 
proposed to be taken; and 

(c) any trustee against whom 
this power has been exercised 
shaH have the right 01 appeal to 
the High Court having jurisdic
tion in relation to the plaCe at 
which the registered office of tht' 
company concerned is situated.". 
(37). 

Shri Masani: I beg to move: 
Page 10.-

tOT lines 1 to 28, substitute

"(2) (a) In exercising any sueh 
right Or power under this section 
the public trustee shal! either ap
point as his proxy or proxies for 
the meeting such trustee or trus
tees as would otherwise be enti
tled to exercise such ri.ght or 
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power if this section were not en
acted, or exercise such right or 
power in accordance with direc
tion';; 01 such trustee Or trustees, 
unless he has reasonable grounds 
for believiug that by domg so 
he will be acting agairtlit the in
terests 01 the beneficiaries of the 
trust; 

(b) If no proxy or proxies is 
or are appointed under sub-clause 
(a), the public trustee shall re
frain from exercising such right 
Or power at all unless he has 
reasonabse grounds for believing 
that the interests of the benefi
ficiaries of the trust wil] be ad
versely affected by his not exer
cising such right or power in 
which case he shall exercise such 
right or power solely in the in
terest of the beneficiaries of the 
trust". (38). 

Shri Warior: My amendment is to 
the effect that the trustee himself 
t!hould not attend meetings for vot
mg, once he is removed from that 
position. The public trustee should 
not allow him or hand over this right, 
once he is removed or the right is 
taken over. 

Shri T. T. Krlshnamachari: No
body is removed; nothing is taken 
over. 

Mr. Speaker: Nothing is removed; 
nothing i', taken over. So, he should 
be satisfied and nOW sit down. 

Shri Bade: My submission is this. 
Suppose fOr one year a trustee is not 
authorised to vote. That right to vote 
should not be extinguished for the 
trustee for ever. Once the right to 
vote is taken away by the Govern
ment, it should not be taken away 
ror ever. Otherwise, there will be no 
trusts in future. That right is a very 
Important right. There are two t~pes. 
One type of person may act to the 
detriment of the trustee or to the 
donor. The other type of person may 
act in a Way detrimental to the com
pany, in which case Government can 
interfere. There is no clarification if 
he acts in a way detrimental to the 

trust. There is no clarification from 
the Government on this point. In 
Bombay and Gujarat they have the 
Trusts Act, by which they could over
come one of these difficulties. But 
there are two provisions: the Trusts 
Act and the Companies Act. The 
provision here is pucca. Once the 
trust man is removed, the right to 
vote wilJ not be resumed by the 
trust. That is detrimental to the 
trusts and the donors who create 
trusts for certain purposes. There
fore, I have pllt this amendment. 

Shri Masanl: Mr. Speaker, the ori
ginal scheme of this" clause was that 
Government should act in individual 
cases in regard to the right to vote 
of individual trustees. The amen~mcnt 
moved by Mr. Solanki and Mr. Bade 
refers to that position. It wants that 
there should be individual deprivation 
of the right of trustees to vote sub
ject to a specific charge of misbeha
viour or misuse of rights for personal 
interests and al~o subjcct to the nor
mal equitable guarantees to the trus
tee-the right of being heard and of 
having an appeal to the High Court.. 

My amendml'nt No. 38 is an .. mend
ment to the Bi II as reported by the 
~Iect Committee bl'cause the scheme 
has undergone a change. There is no 
longer any question of taking away 
an individual trustee's right to vote. 
All trusts lo:se their right to vote 'with
out any interv~ntion On the part at 
Government. Automatically the right 
to vote vests in a Public Trustee. The 
han. Minister thinks that this is an 
improvement because it takeS away 

, the interference of the execlltive from 
case to ca~e and day to nay. "nlere 
is something in that point. On the 
other hand, a great deal depends upon 
who the public trustee is. 

I am sorry that the Bill does not 
provide that th'e public trustee should 
either be full-time official who does 
not have any executive and ufficial 
duties or an official of the Supreme 
Court or of th'c H:gh Court3 in the 
respective States. If a judicial (,fficial 
of the SUpreme Court for the whole 
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of India or the j tidicial .:Jfficers of 
each CQurt were made public 11 uste(', 
I can believe that this wuuld be a good 
thing because the executive power, 
where all the economic power of_ the 
country that is being unfortunately 
concentrated today, would be out of 
the picture. But the Act leaves the ap
pointment of a Public Tru"k~ opcn. 
My fear is that he maybe an execu
tive limb of the Fmance Ministry or 
lOme other department of Govern
ment who m3? be given this c!xtra 
function. In that case the disinlere3t
edness of the Government becomes 
IOmewhat deceptive. 

My amendment tries to make the 
discretion of the Public Trustee sub
ject to the possibility of appeal to the 
courts of law. My amendment is 
drafted in such language t:lat if a 
Public Trustee were unreasonablity to 
deprive a normal trustee of his voling 
rights or to vote aga.inst the interests 
t:Il the trU'Sts perversely because of 
Governmental Or political interference 
the normal trustees would have the 
right to go to th'e courts. The Bill 
as it comes from the Select Com
mittee does not give this supervisory 
right to the judiciary. It :ioes not 
make an action of the public trustee 
justiciable. If the han. Minister real
ly means tha.t he wants to wash his 
department's and his own hands of 
~e affair, I suggest two things, ac
~ptance of the amendment so that the 
;udiclary watches the Public Trustee 
am an assurance that the Public Trus
flee will not be a member of the exe
C\ltive limb of the Government but 
either a judicial officer or a full-time 
officer Who has no other executive 
fUnctions. /' i : 

I 

Shrl T. T. Krlslmamachari:- Sir, the 
IImaldment of Shri Bade ccmpietely 
misunderstands the position. The votes 
In regard to equity holdings of trusts 
are misused for the purpose at con
centration of economic ~ower. What 
we would like to do is to frec'te those 
V'Otes completely. It will be -cpen to 

the trustees to sell the shares or limit 
them to the eXl'ent that IS mentioned 
or to invest in Government s"CUI'J-
ties, house property ')r hav" wide
spread coverage! even in rC'gnl'oi to 
shares and nat have any concentra
tion which helps him to u',;c his v(Jtes 
as a trustee along with his own to get 

,power over a particular company. Mr. 
Bade has not uad'erstood ti1~ pus:tion; 
it is complete reversal of the inten-, 
tion. 

Coming to Mr. Masani's amendment, 
would not presume to S3Y tnat he is· 

not intellig~nt. He is very mtciJigent. 
The only trouble about him is that I 
have to search very carefuIiy wn1!t
ever amendment he moves. He knows 
my purpose. My purpo.,e IS not to 
get the right over these equity shares. 
Nobody wants to get the right ')r te> 
get anything out of the trusts. Trusts' 
money can be invested ',within the 
limits of the law in each company SI) 

that it does nat add to the power ot 
the individual. I'I the holding of any 
particular tru3t is higher than this. 
limit then we have to immobi:ise and 
free;e it. Supposing the trusts' inter
ests are to be safeguarded, tile trustee 
can approach the public trustee •• nd 
say; my interests are to be safe
guard'c!d, what do you do about it? If 
the public trustee feels that the trustee 
is a good person, all right, he says: I 
give you tbe proxy; you can act and 
you are only going to safeguard the 
interests of your trusts. But if he is 
not like that, if he thinks tha.t ~ere 
is ulterior intention or he suspects the' 
to'lna fides of the trustee, he shall give 
his proxy to one of his officers to (0 

and exercise the vote, if he thinks it 
necessary in the interest of the trust. 
But the normal thing for the public 
trustee would be not to act. Abnor
mally, when somethint comes to his 
notice, he acts either On the vol;tion of 
the trustee Or on his own volition. 
There Is no intention of the Govern
ment to interfere with the property 
right; they only want that thcl'e is no 
misuse of the voting right because the' 
trust has created certain equity sharei' 
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and it ad:'!, to the aggregate ('cllJlomic 
power in the hands of the trusteo! who 
has some interests in these companies. 
[ think I hw(' made the position very 
clear. It dJes not have anythmg to 
do with the trusts laws. 

Shri M. R. Masani: I h~d asked the 
han. Minister what his objcctlO~ is to 
appoht:ng a judicial officer :md nnt 
CIne of his OWn officers as public trus
tee. 

Shri T. T. Krishnamachari: The 
point really is that the exercise of the 
power is going to be an exception. To 
say that the trustee himself is not go
ing to act, is going to do somebody's 
bidding. again shows that some inter
est is there. We want that interest to 
be controlled in a particular manner. 
I am afraid Shri Masani is not .help
ing the interest which he wants to 
protect today. 

8hri M. R. Masani: I do not want 
to protect any interest. I cannot 
agree with that;. 

Mr. Speaker: Are amendments 9 
and 10 pres~d?-Not pressed. 

The amendments were, by leave, 
withdrawn. 

Mr, Speaker: Amendment No. 37. I 
mall put it to the vote now. 

The amendment was put and negatived. 

Mr. Speaker: Amendment No. 38. 
I shall put it to the vote now. 

TI\e amendment was put and negatived. 

Mr. Speaker: The questicm is: 

"That clause 8 stand part <If the 
Bill." 

The motion was adopted. 

ClaUSe 8 was added to the BilL 

Mr. Speaker: New elause 8A. The 
amendments--Nos. 53, M and 5~-are 
out 'Of order, being beyond the 
IICOpe of the Bill 

Clau32 ~(lnseTtion of neW Cllllptr.r 
and sections in Part VI) 

Shri T. T. Krishnllmaohari: I be'g to· 
move: 

Page 12, lines 35 and 36-joT 

U a finding of the Tribunal or a 
decision of a High Court under 
this Chapter" substitute-Ua find-
ing of the Tribunal under this 
Ch,pter or a decision of a High 
Court thereon". (15). 

Thi; i. merely to correct a verb~l' 
error. 

Mr. Speaker: The question is:. 

Page 12, lines 35 and 38, for 

U a finding of the Tribunal or a 
decision of a High Court under' 
this Chapter" substitute-Ua find
ing of the Tribunal under this 
Chapter or a decision of a High 
Court thereon". (15). 

TIu! motion was adopted. 

Shri WariOr: I beg to move: 

(i) Page 13, lines 5 and 6,-

for "a reasonable opportunity to 
show cause" substitute-

"an opportunity of being 
heard". (13) 

(ii) Page 13,-

omit lines 15 t'O 18. (14) 

Shrl p. R. Patel: I 'beg to move: 
Page 11,-

for lines 1 to 21, substitute-

"388B. (1) Where in the opinion 
of the Central Government there 
are circlimstances suggesting that 
any person concerned in the eon
duct and management of the 
a1fairs of • company has com-
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mitted a penal offence 'of mis-
appropriation, breach of trust. 
criminal negligence or misfeas-
ance in carrying out his obliga
tions and functions under the 
law .... (40) 

Shrl M. R. Masani: I beg to move: 

(i) Page 11,-

Jor Lnes 1 and 2, substitute 

"3~;3B. (I) Wher~ it is the opi-
nion of the Central Govern-
ment_n (411 

(ii) PQge 11. line 6,-
"mit "negligence Dr". (42) 

(i1i) Page 11.-
omit lines B to 16. (43) 

Shri Solanki: I beg to move: 

Page 13, lines 29 and 30,-

omit "with the previous ap-
proval of thp Central Govern-
men!,". (45) 

Shri M. R. !\Iasani: Mr. Sppaker. 
Sir claUSe 9 has some features which 
are' quite pernicious, and do not show 
Ilnv understanding of industrial 
managem~nl. There are four grounds 
on whch it is suggested that a com
pany manager 01' director may be 
referred to a tribunal. Two of these 
grounds are perfectly fair. If han. 
Members will turn to page 11 of the 
Bill, section 388B. they will see that 
the first groun d is: 

.. (a) any person c'oncerned in 
the conduct and management of 
the affairs of a company is or has 
bPen in cO!1ection therewith guilty 
of fraud. misfeas1.nce. persistent 
negligpncf' or default in carrving 
out his obligations and functions 
under the law, or breach \)f trust;" 

16.43 hrs. 

[MR. DEPUTY-SPEAKER in the Chair] 

Such a case should go to the tribunal. 
E:xcept for the word 'negligence', there 
is nothing wrong with this section and 
one would heartily support it. 

Similarly. there ill section 388B(d) 
which says: 

"that the business of a company 
is 'or has been conducted and 
managed by such person with in
tent to defra ud its credi tors, 
members or any other persons 
or otherwise for a fraudulent or 
unlawful purpose or in a manner 
prejudicial to public interest." 

That is also perfectly in order. But 
sub-clauscs (b) and (c) sh'ow an 
amazing lack cf understanding of what 
mdustrial man"gement is. It says that 
a man should be referred to the tri
bunal where "the business of a com
pany is not or has not been conduct
ed and managed bv such person in 
accordance with sound business prin
<'ip:es or prud"nt commercial prac
tices." Similarly. sub-clause (c) says 
that where Government thinks that 
any man's conduct of business is like
ly to damage that business, the matter 
should go to the tribunal. 

This is an absolutely outrageoue 
proposal. The manager of a company 
and the directors represent those wh'o 
have invested their own capital, those 
who have risked their own money so 
that they may make a profit. They 
and they alone are the best judges of 
what is gOOd for the company. For a 
politician in office or a Government 
official to presume to ~it in judgment 
over the correct. conduct of a business, 
to SBY that Mr. XYZ should indulge 
in this business and should not under
take that business, should take this 
risk or should not take that risk, this 
is how he should do the job and not 
that wav is presumptuous. Neither 
th .. politicians nor Government of'/\
cials ar" competent to run businesses. 
Very few of them, with some excep
tions like my hon. friend the Minister 
and a little like mvself. show any 
capaci ty to run a business. For such 
people who are unqualified to run 8 

business 1'0 presume to sit in judg
ment not onlv on those who know 
their jobs but who are risking theiJ' 
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money and nobody else's money is an 
impertinence. It just shows where we 
are drifting. 

We are trying to impose bureau
cracy on business. This is like the 
monkey playing the violin. It is, I 
say, an outrageous proposal. It would 
mean that every businessman has to 
think a hundred times before taking 
a decision. He may say "if I go in 
for this business in this way, suppose 
the Finance Ministry thinks this is not 
the right way to carryon business, or 
the Finanee Ministry's ideas of sound 
business principles are different from 
mine. what will happen to me? I 
would be taken to a tribunal as a de
faulter." Ultimately. the tribunal. 
having gOOd sense, might say, "There 
is nothing wrong with it. Mr. XYZ 
was indulging in his own business 
lransaetion. Leave him alone." But 
the reputation of the man who is 
dragged before the tribunal is already 
damaged. Other people in business 
will say. "Bettpr not deal with this 
man; the Government thinks there 
is something wrong with him." They 
may not realise that no allegation is 
made against him; his bona fides are 
not questioned. Some official wh'o 
never rnn a business, who could not 
make a hundred rupees in his life in 
l>usiness sits in judgment and says, 
"You arE' not running the business in 
a correct way. We think it should be 
run like this." What cheek! What 
impertinence! Is this what we are 
coming to? Is this the way that the 
hon. Minist.er wants to help industry 
and enterprise? 

The Finance Minister made a very 
t'nlightened sattt'ment in hi, broad
cast of J lIh October to which he re
ferred this morning. When J read it I 
thought. 'Thank God, some sense is 
roing to come into this Government'~ 
policv.' Let mp re~d what he said. 

Sbri T. T. Kri!lhnamachari: Very 
ahort-lived! 

Shl'i M. R. Masani: 
liVed, unfortunately. 

Very 
He said: 

shoTt-

"The word 'socialism' has com!' 
to mean 'all t.hing. to all men.' In 

fact, it is rapidly on the day to 
being debased." 

entirely agree. He went on t'o say: 

"To some, socialism appears to 
be synonymous with restraining 
the individual from exercising his 
initiative." 

Sub-clauses (b) and (c) do exactly 
what the hon. Minister criticised in his 
broadcast of October 11. Then he said: 

"To me, however, s'Ocialism, 
far from curbing the individual, 
seeks to stimulate and reward in
dividual initiative and enterprise." 

If he would be only consistent with 
himself as on October 11, he will be 
well-advised to accept my amendment 
and withdraw this idiotic clause. There 
is no other word for it. 

Shri Warior: Sir, my amendment is 
to delete the proviso which reads as 
follows: 

"Provided that the Central Gov
ernment may, with the previous 
concurrence of the Tribunal, per
mit such person to hold any such 
office beforp the expiry of the said 
period of five years." 

The earlier provision is more or 
less watered down; it says: 

''The per~on against whom an 
order or removal from office is 
made under this section shall not 
hold office of a director or any 
'other office connected with the 
conduct and management of the 
affairs of any company during a 
period of five years from the date 
of the order of removal." 

The order of removal is on certain 
fiindings. What are the findings? 
They are that the man in questi'on 
has done some mischief or something 
against. the law. He is found guilty. 
The order is passed. Wh·y should ther!' 
be a proviso? Thi~ has bi-en added 
by the Select Committee. Why should 
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that man before five years be placed 
in such a pJsition'! The intentIon tlf 
the clause is that a term of punish
ment should be given which not only 
should be an example to others but 
to the person also who must be able 
to re-think his own misconduct and 
then rectify it. For that, a five-year 
period is given. So, I am not con
vinced why that man should be reins
tated before the expiry of the term. 
Hence, that provision should not be 
there. It must be removed. 

Shri Himat5iDgka: Regard:ng the 
proviso to section 388E(1) at page 12, 
I feel that the proviso should be omit
ted. You will find that cases are re
ferred to the tribunal against one 
director or other persons concerned In 
the conduct and management. But 
in the proviso, somebody else can 
also be removed if there is some sort 
of finding against him. It may be 
that that person is not before the tri
bunal and he had no opportunity of 
present:ng his defence and be repre
sented there. Therefore, I have sug
gested in my amendment No. 44 t'O 
omit this clause or to add a proviso 
as you find in section 341, which 
reads: 

"In the cases referred to in 
clauses (b) and (c) of section 336, 
it shall be open to the managing 
agent, notwithstanding anything 
to the contrary in any other law 
or agreement, for the time being 
in force, to expel or dismiss the 
convicted partner, director or 
ofticer, within thirty days from the 
date of his sentence; and in that 
'event the disqualifications Im
pOlled by the clauses aforesaid 
shall ceaSe tb apply." 

Here, if there is some finding against 
GIle director or partner of a managing 
company or any other, if that director 
18 removed bv the company con
eerned, I think the others should not 
'- affected. They sh'ould not be - re
moved, unless they also were before 
1he Tribunal aDd a,ainst whom there 

was some sort of report. I hope the 
Fmance Minister will take this into 
consideration. 

Shri Solanki: My amendment seeks 
to delete the words "with the previ
ous approval of the Central Govern
ment." If an officer is removed from 
a company and when re-employment 
is made by that company, why should 
Govcl'llment's permission be sought 
permanently aHer that also? It means 
that the Government's interference ill 
the company remains even after the 
fault has been removed. Hence my 
amendment. 

Shri P. R. Patel: I submit that a 
directOr has to take decisions very 
often and every time he shall have to 
think whether his decision is in ac
cordance with the sound busines& 
principles or prudent commercial 
practices. If he thinks like this, I 
think he will not be able to take any 
decisions and the business will suffer. 
So, I am of the opinion that this is a 
very wide term. I would request the 
Minister to explain to me what is 
sound business principle and prudent 
commercial practice. I am not able to 
understand it because it differs from 
man to man. Mr. Krishnamachari 
sitting here may take one decision 
and some other person may take an
other decision. It is a matter of di ... 
cretion. Whether that discreti'on hIlS 
been used honestly or fraudulently 
should be the question. otherwise, 
this will create much mischief and it 
will rather harm the industry. 

Sub-clause (c) also is very vague, 
It says: 

"that a company is or has bee1l 
conducted and managed by such 
person in a manner which is like
ly to cause, or has caused serious 
injury or damage to the interest 
of the trade; industry or business 
to which luch company pertains." 
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Which trade? He has to look to the 
interests of the company itself. If he 
does something which gives profit to 
the company he represents, it may 
cause loss to the other. So, it sliould 
be in the interest 'of the company that 
he represents. That would be all 
right. But the clause says "interest 
of the trade, industry or business" to 
'which that c'ompany pertains". Sup
pose it is a textile company. Accord
ing to this clause, that company has 
to see whether the doings of the com
pany will do any harm 1'0 any other 
textile company. We know that com
petition is always good. But if the 
company enters into competition, per
haps the Government mav think that 
it is not in the interest of the trade, 
industry or business to which it per
tains. So. it is a very general term 
and I would request the Minister to 
drOp this. 

Shri Bade: Sir, I want to speak on 
amendment No. 45. 

Mr. Deputy-Speaker: Your amend
ment is barred because it is the same 
·as Mr. Solanki's. 

Shri Bade: I want to speak on thoat 
amendment. As my hon. friend said, 
·on page 11 it is said. 

"that the business of a company 
is not or has not been conducted 
and managed by such pers'on in 
accordance with sound bus:ness 
principles or prudent commercial 
practices." 

Regarding sound business principles 
.and prudent commercial practices, 
1here is no standard at all. That is 
again the wilJ of the officer. Further 
<lIl page 12 it is said: 

"38!lE. (1) Notwithstand!ng any 
other provision contained in this 
Act, the Central Government may, 
by order, remOVe from office any 
director, or any other person con
cerned in the conduct and 
management of the company ...... 

So, not only can the direct'or be re
moved, but also any other person 
concerned with the affairs of the 
company. I do not know whether any 
other person means a chaprasi al!ro. 
It may be used in any way. The law 
should be definite. Then, after once 
a man is removed, the company should 
not be deprived of its right to ap
point a person of its own choice. But 
acc'ording to this clause the previous 
approval of the Central Government 
will be necessary to appoint another 
person. Why should it be nece&sary? 
Why is the Government not havin, 
any trust Or confidence in the com
panies? That is tOO much interfer
ence in the c'ompanies. So, this 
should be dropped. 

Shri T. T. Krishn3machari: In re
gard to what Mr. Himatsingka said, I 
have to say that Managing Agents, 
Secretaries and Treasurers should be 
responsible for the action of their 
Chief Executive Officer. So far as 
what Mr. Patel has asked is concern
ed, the language has been taken out 
from our section 233A, which justifiel 
its special origin. So far as Mr. Bade 
is concerned, he has had so many ex
planations from me so many times and 
[ hope he docs not want one· more 
from me. 

Mr. Deputy-Speaker: Does Mr. Him
atsingka want to press his amend· 
ment? 

Shrl Hlmatsingka: No, Sir; I do not 
press it. 

Shri P. R. patel: I withdraw my 
amendment No. 40 . 

Mr. Deputy-Speaker: Does the hOD 

Member have the leave of the House-
1'0 withdraw his amendment? 

Some Hon. Members: Yes. 

The a.mendment was, by leave, 
withdrawn. 

8hri M. R. Masani: I press mr 
amendments Nos. 41, 42 and 43. 
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Mr. Deputy-Speaker: I will now put 
amendments Nos. 41, 42 and 43 to the 
vote of the House. 

The amendments were put and 
negatived. 

Mr. Deputy-Speaker: I will now put 
Mr. Solanki'g amendmE'nt No. 45 to 
the vote of the House. 

The amendment WI!S put and 
negatived. 

Shri Warior: My amendments Nos. 
13 and 14 may also be put. 

Mr. Deputy-Speaker: I will now put 
these two amendments to the House. 

The amendments w~rc put and 
neg:rtived. 

Mr. Deputy-Speak.cr: A Govern
ment amendment has been adopted to 
this clause. The question is: 

"That clause 9, as amended, stand 
part of the Bill." 

The motion was adopted. 

ChU8e 9, flS amended, was added to 
the Bm, 

GL1U8CS 10 to 14, dnuse I, the En-
dlCtin" Fonnu!a and the Title were 

added to the Bilt. 

IIbri T. T. Krishnamachari: I beg to 
lIlove: 

''Thlt the Bill, as amended, be 
passed." 

Mr. Deputy-Speaker: Moticn moved: 

''That the Bill. as amended, be 
passed." 

Some ,hon. Members rose--

Mr. Deputy-Speaker: Then we will 
have to sit longer and finish this Bill. 
AiLer that, if the House feels like it, 
we will take up the half-hour dis
.cuuion. 

Shrl Kapur Singh (Ludhiana): Mr. 
Deputy-Speaker, Sir, I rise to oppose 
this Bil! and plead with thiS House 
that this Bill be rejec·ted, and I do 50 

for three reasons of princip:es aud for 
three re:lsons of p!'ldical cul1ocqu-, 
mce. 

There are three prineipl'!3 involved 
in this Bill, which flow from clauses 
5 7 and 8 of the Bill, whi;,h I think 
a~e most harmful not o!11y for th~ 
the economy and inter~'3ts of th,= COU:1-

try but also 'for the :;oclal stlbJiiry. 
the cause to which We are all bound 
and pledged. The ',hree pr;ll(';ples 
involVed are the sanctity of ('on tract,. 
repugna,cy of relros;K':tion of 1.1WS 

and, thirdly-and thlt io tn" b'lSir. 
objection-the subordination of the 
individual to the Col10cLve ~;I ,ILL.)' 
called State Socialism, 

Then I com.! to the thr~e p""'tlcal 
ran',wq'l('nccs which flow from thE' 
ad;:>ption of the cbuse, whic:l I ha\'e 
already rnL'nt:on~d, '£'1" practical 
c:.>nsequcll.:· .... 5 art', firstly (IVL'j,'-f(. gula
tion (.f the so: i:.l activ:~:c~ <.of rour 
citizens; seco~dlj.', the .inc\';t:lh1t~ clh-
couragem"nl of clnrillble t !'u;ls and, 
thirdly,---I w 15 alm:r,t gnjlg to say 
discollragemcnt of inv~stm":1t uf fore
ign cap:bl, but I do not wL<h to be 
c]LCd unpalri.ltic by r.oy fl';pnd3 on 
my rig;11-so I will merely s'IY th3t 
it is shyneo3 00[ inve,lment that must 
rc.;u 1 t bJth at home a" well as from 
abroad. 

Now I 5h:l.1I take Oni! 01' two minutes 
to ebb ante these poL1t.~, Clause 5 of 
this Bi!l i3 b,lsed 011 the prine'p'e that 
the G"vernment have the inalienable 
~ighl to conV!'l't LJRns g;ven and 
dcb~ntures i5:med into equity ~hares, 
In the &,,]cct Committee thi, princ:ple 
wa~ acrepted, but subject to another 
more b:n~c principle th:1t it should 
not apply retrospectivelv to the loans 
given or dcbentUI'<!5 f~ued rtlready, 
Our obj~ction to this matter is not, as 
my hon. friend Shri Bhagwat Jha 
AZld. has said that there ~hould be no 
acceptance of the principle of the 
conV'<,rsion of loans or debenture; into 
equity shares, but Our objection N 
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that the much more fundamental prin
ciple, namely, that the sanctity of 
contract should not be '·'C;'''',.,d ~"d 
the other objection which we have 
today is that the fundamental, that 
the pernici ous doctrine of legl1 ratros
pection shoUld not be brought on to 
the Statute Book \)f this country. 

With regard to clau<es Ii and 7 our 
abjection is th1t it take;; away a very 
valuable indivIdual right of thoe 
trustee without a.;signing any ('au,e 
and without givi.:g any valid, objec
tive reJ.sons for this "national inte
rest", whatever "national interest" 
m'ght me'ln. On:!'~ the princ,ple is 
a.ccepted that tilcre is 'such a thing as 
public interest, whatLVl'r may b", its 
content, on the basis which it is per
m:ssible to SU!:Jjugltc! t:le indivJdu3l 
wholly, and til submerge his rights so 
Ir~ to hlnd thl'm ov!:!r to what is 
euphemi'.lir31ly callej the "Statc" 
and whi~~ in practice i3 n.)thi!lg but 
the ruling party, oncc t:1;S principle 
is acC'~pted, w'e shall n~vcr ~i(lt~ th(~ end 
rYf th:s process and we s:ll11 be ,trik
ing at t'le vcr)' rOClts of what we in 
thlo country have known f"om allcicnt 
times a:~ dh.arm2. Our anci,'nt wis
dom h:..s told us : 

Dh:lTmO ra.kshah rakshate dhaC'"meshu 
hanteh her·nt.e 

"l'hos~ who abide by dhnrma, d!wr"ma 
prote~ts them· th03(' who di3regard 
dharm~. dhar~rt destroys them.' Mr. 
Deputy-Speaker, I am aware that 
dharma can also be challged and 
altered, as the! recent histJry has 
mown, and as some of my frien1~ on 
niy right in this House hold. But if 
dharma is to be altel'ed, I say that 
c!h.arma should be alterej by the 
means which already stand sanctioned 
by history. Th~ dharmas which are 
a.ltered by means which are meta
legal, by brute powers that go 
by the name of the 'the law 
of the jungle'. Dharma should 
not be alterej, dharma should not be 
subverted by constitutinn:.l mC!ans, by 

-Hail-an-hour discussion. 

amending a statute and by ihe legal 
proce.'s. This is my la,t, tilOU~h not 
least, objection to t:li'l Bill. With 
these words, I urge UpDn thi.; House 
to rei'ect this BilI whon.1" and totally. 

Some Hon. Members rose-

Mr. Deputy-Speaker: There is no 
time now. The question is: 

"That the Bill, as amended. be 
passed". 

The motion was (,aopted. 
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