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...... on ia v~ small. Today, we have 
already spent one hour on other mat-
ten, and this kind of thing !lappens 
1DIII'e olten than not. Therefore. I am 
afraid it may not be possible to ex-
t.ead the time. As for the House being 
eztended, we cannot do that also. 
We have decided that only important 
aDd very urgent Bills and matters. 
lIbould be taken up. Unlen the House 
ill prepared to sit for late hours, it may 
DDt be possible to give more time. 

"T..n~~ (ltiTer): tmI 
fiP-tvr ~ ;nq ~ it; ~ ~ ~ 
~~I ~ 

'"~~~: 'fj'rrf 'fj!c:rr~ 
f1'i 'f{T ~fr ? 

Mr. Speaker: I would suggest to the 
hon. Members that let Us have the 
motion as it is. The House has autho-
rity, and when we proceed with the 
Bill if we feel that the time ought to 
be extended, we can do it. 

Shri -Satya Narayan Sinha: This will 
Dot stand in the way of that. 

Mr. Speaker: The question is: 

"That this House agrees with 
the Thirtieth Report of the Busi-
ness Advisory Committee pre-
1Iented to the House on the 18th 
September, 1964." 

The motion was adopted. 

UJi5 Ius. 

COMPANIES (AMENDMENT) lULL 

The MlDI8ter 01 PIaIulfnc (Shr. R. R. 
"apt): I beg to move:-

"That the Bill further to dmend 
the Companies Act, 1956, be taJr:en 
into consideratJon". 

1 rise to move for the cOnBlderatioD 
of the Companies (Amendment) Bill, 
1964, which was introduced ill this 
House on the 7tih Septemb'lr 

As you are aware, this Bill 3eeks to 
replace the Ordinance whica w~! pro-
IT!ulgated by the President on the 5tb 
J:lIy last with a view to gh,ing tem-
porary protection against victimization 
ot the employees of any company 
du:ing tihe course of the investigation 
of its affairs, true ownership and other 
relr.ted matters or during the pen-
dency of any proceedings against any 
mau2gerial personnel of that company 
be!!lff! the tribunal constitutE'd by 
Government under section lOA of the 
Companies Act. 

It iIlas been our experiem:e that in-
vestigations of the affairs, true owner-
ship and other related matters of com..-
panies under the provisions of sections 
235, 237, 239, 247, 248 and 249 of the 
Companies Act cannot be effectively 
conducted unless there is full dis-
closure by their employees of factual 
information in regard t.o various mat-
ters to be scrutinised by the Inspectors 
appointed by Government. The em-
ployees are normally expected to 
furnish all tihe relevant information to 
Inspectors but more often than not, 
they are reluctant to disclose the full 
facts for fear of victimization by their 
employers. The attention of Govern-
ment was pointedly drawn to this 
issue in connection with the current 
investigations into the affairs of cer-
tain companies wlhere the Inspector 
had to face serious diftlcultJes on ac-
count of the hesitation of the emplo-
yees to give the required information 
to him for fear of disciplinary action 
by their employers. Similar difficul-
ties were also anticipated in connec-
tion with collection of facts by Gov-
ernment for referring to the tribunal 
under section 388B Of the Companies 
Act, cases of fraud, misfeasance etc. 
agains!; tihe managerial personnel of 
the company. 

'Moved with the recommendation of the President. 
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[Shri B. R. Bhagat] 
There was no provision in the Com-

piuLies Act. to meet such an eventuality, 
and as it was apprehended that some 
of the companies whose aftairs were 
under investigation might take action 
against their employees if they dis-
clOsed full information to the Inspec-
tors, Government considered the mat-
ter carefully and felt. that an amend-
ment of the Companies Act in order 
to provide some measure of protection 
to the employees of such companies 
was a matter of extreme urgency. 
Accordingly, Government promulgat-
ed an ordinance as has already been 
stated by me at the outset. 

The amendment of the Companies 
Act which the Bill seeks to effect is 
by way of introducing a new provi-
sion known as section 635B which pro-
vides inter alia that if during the 
course of investigation by an Inspec-
tor or during tlhe pendency of any 
proceedings before the Tribunal a 
company proposes to discharge, dis-
miss or otherwise punish any emplo-
yee, the company shall send to the 
Company Law Board previous intima-
tion in writing of the action proposed 
against the employee, and if the Com-
pany Law Board ihas any objection 
thereto, it shali send notice of objec-
tion in writing to the company. If, 
however, the company does not receive 
within thirt,y days of the sending of 
the previous intimation Of the action 
proposed, any notice of tihe objection 
from the Company Law Board, then 
the company may take the proposed 
action against the employee. If the 
company is dissatisfied with the objec-
tion raised by the Company Law 
Board, it may within tlhirt,y days of 
the receipt of the notice of the objec-
tion prefer an appeal to the Tribunal 
and the decision of the Tribunal on 
such appeal will be binding on the 
Company Law Board as well as on 
the company. 

the action proposed to be taken by • 
company Blainst any of its employ ... · 
will arise only where in tlhe opinioll. 
of the Board the reason for the pro-
posed action against the employe&. 
concerned milht be on account Of the . 
disclosure by him to ·the Inspector or . 
any other officer of Government of 
information relating to tlhe aftairs of 
the company. Even where the Com-
pany Law Board raises any ObjectiOD 
to the action proposed to be takea 
by a company, body or person concern-
ed, the latter has a right to prefer 
an appeal to the Tribunal and the de-
cision of the Tribunal on suah appeal 
shall be binding on the Company Law 
Board. 

With these words, I move that the 
Bill be taken into consideration and 
be passed. 

Mr. Speaker: Motion moved: 

"That the Bill further to amend 
the Companies Act, 1956, be taken 
into consideration." 

Shri N. Dandeker (Gonda): I have 
the honour to move the amendments 
whicjh I have given notice of jointly 
wiilll Shri M. R. Masani ... 

Mr. Speaker: Amendments could be 
moved later on. 

Shri Dandeker: As you please. 

Mr. Speaker: Now, he might make 
his comments in the general discus-
sion. 

I need bardly say tha~ the seope 
of this Bill is very limited, and I have 
Uttle doubt that it will find ready 
acceptance by the House. I may as-
8Ure the House that the Q,uestion of 
the Company Law Board objecting to 

Shri N. Dandeker: Generally, I am 
in support of the principles of the Bill 
and the protect.ion that it seeks to 
give to the employees of companies 
whose affairs are either under inves-
tigation or against whom proceedings 
are pending, as the hon. Minister has 
stated just now. I Shall speak on one 
or two small points later on. 

Mr. Speaker: He can also make a 
brief reference to the provisions where 
he wliilts to make an amendment. 
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Shri N. Dudekar: I am not familiar 
with the procedUre yet, and that was 
why I thought that I had to speak 
• bout the amendments later. 

11 Ian. 

There are, Sir, two or three matters 
concerning which I feel it is necessary 
to move amendments. The main pur-
pose is clear enough, that employees 
of companies who are in a position to 
~ve information to investigating ins-
pectors or to tribunals in proceedings 
under Chapter IV of Part VI of the 
Act ought to have protection so that 
they may feel free to giVe out such 
information as they may be aware of 
or may be in their possession. But 
1!he difficulty about this kind of over-
all protection is that we have also to 
take into consideration the fact that 
there are not merely "informants" but 
also informers. This is one of the 
great difficulties in matters of this 
kind, that while giving protection to 
genuine informants, protection is also 
unwittingly given to what may be 
called informers who. of course, are 
quite a menace, whom nobody wants 
to countenance or protect. The fact 
is that genuine informants need pro-
tection from bad managements of 
companies who might prejudice their 
employment and might, therefore, pre-
judice the investigation. On the other 
hand, reasonabl,' good employers ought 
not to be ~,,'. :ted to victimisation 
by informers, because this is a breed 
which unf ,rtunately alsQ exists in 
considerable numbers. 

After giving a good deal of thought 
to this matter, agreeing with the 
general principles, 1!he purposes of the 
amendments which I shall move later 
are these. First of all, I think it is 
necessary to define with some preci-
sion as to when exactly the proceed-
ingS can be said to have commenced, 
and when exactly investigations can 
be said to !have commenced. Second. 
ly, it is necessary with some precision 
to state wh~ exactly investigations 
and proceedings have come to an 
end, so that it is clear both to the 
employers as well as to the employees 

that the period. of protection is a speci-
ftc period commencing from a parti-
cular point of time and ending at a 
particular point of time . 

The second principle in tihe. amend-
ments I shall be proposing is concern-
ed with limitation of the duration of 
this kind of moratorium on disci-
plinary action against employees. 
This House has on many occasions and 
on many other matters always expres-
sed the view that investigations and 
proceedings or action resulting from 
investigations must be expeditious. 
From this particular point of view as 
well. I feel that the general situation 
of freezing everybody into his job 
which is necessary in principle ought, 
nevertheless. to have a limit as to 
duration. One of the amendments I 
have given notice of is concerned with 
putting an overall limit to this mora-
torium or embargo on disciplinary 
action against employees. 

Otherwise, the only other comment 
I have in general about the Bill is this. 
r said the other day tihat one of the 
characteristics of legislation of late 
has been the ousting of the jurisdic-
tion of courts and thc conferring of 
tremendous powers upon exccptive 
bodies and tribunals. Here in this 
particular case. sub-section (4) of the 
propos2d new section to be inserted 
in the Act. says that the orders of 
the tribunals on such appeal shall be 
final and binding. This is an example 
of the ousting Of the rule of law. I 
submit there is no justification for ('on-
tinuing legislation of that kind where 
jurisdiction of courts is ous~d, the rule 
of law is ousted, and we will have 
powers delegated virtually to what are 
executive Or semi-executivc-cum-judi-
cial tribunals. Here the point of prin-
ciple I have raised is this that I do 
not think carte blanche powers of that 
kind, from which the subject has 
no right of appeal to an independent 
judiciary, ought to be given 
in punitive legislation of this kind. 

Subject to these comments, I am 
generally in favour and in support 
of this measure. At the appropriate 
stage, I shall move my amendments. 
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Sbri Prabhat Kar (Hooghly); A!; 
the han. Minister has stated, this Bill 
is for a limited purpose. I support it 
as far as it goes. But I find that the 
provisions in the Bill fall short of the 
main object of the Bill. The state-
ment of objects and reasons says that 
'investigations of the aftairs, true 
.ownership and other related matters 
of companies cannot be effectively 
conducted unless there is full disclo-
sure by their employees of factual 
information in regard to various mat-
ters to be scrutinised by the Inspectors 
appointed by the Central Govern-
ment'. Here is a categorical statement 
that any inquiries that might be made 
may be completely frustrated unless 
the co-operation,-and co-operation 
without fear of victimisation-cf the 
employees was forthcoming. 

The purpose of giving protectiol1 is 
to see that the investigator is in a 
position to be in possession of facts 
about the inquiry he is making. It is 
common knowledge, that considering 
the unemployment situation in the 
country, many of the employees arl' 
forced to conceal things or are no! 
strong enough to give out various 
things, being afraid of losing their 
jobs. It is the practice of the mono-
polists with the power of the money 
they have at their hands to keep in 
control this honest section of people 
who otherwise would have come out 
and given full facts to the inquiring 
officer. Unless' protection is granted 
to this section of employees, any 
inquiry will be completely frustrated. 

What is being done here? It is a 
temporary protection sought to be 
granted. It has got its limitations. 
An employee gives out a fact. After 
that, the inquiry is over. The com-
pany may be found to have commit-
ted a breaCh and far that it may be 
punished, to that extent. Shri Dande-
ker wanted a speciftc period of pro-
tection commencing at a particular 
point ~t time and ending at a parti-
cular point of time. After that period 
Is over. after the inquiry as a result 

of which the company was punished 
is over, after the p~ are 
over, the company is free to discharge 
that man-for his ihaving helped the 
inquiry officer. That right is beinJ 
granted under this amendment. 

What is the intention? The intention 
is to see that the inormation come.s 
and must come in such a way that 
the person giving the information give. 
it very nicely--Shri Dandekar has put 
in two words 'informant' and 'in-
former'--and he is protected. The 
genuinellJess of the information was 
also referred to. All these things have 
got specific meanings in relation to 
the information So far as the employer 
and the employee are concerned. It is 
just not a word to be understood in 
the context of the speciftc dictionary 
meaning. It has got a specific con-
notation in relation to labour rela-
tions. 

Today what happens? There is the 
Industrial Disputes Act, where 'work-
man' has also been defined. Today 
looking into the present state ot 
affairs, the provision, the remedy un-
der the Industrial Disputes Act could 
not be made applicable in the case 
of an employee who is supposed to 
be an offi'ller, a dea>artmental-in-
charge or sectional-in-charge, who 
will be the person who will be in the 
know of everything, if he draws an 
emolument of over Rs. 500. So, the 
union cannot protect him. These are 
the persons who really are afraid of 
losing their 'obs. They cannot coml' 
forward, and no protection is given 
to this kind of employees who will 
be most helpful in this sort of en-
quiry. Once tlhe enquiry is over, these 
persons can. be dismissed or discharg-
ed, and nothing can be done. That 
is exactly the protection that has been 
given, because It is said that during 
the pendency of tlhe enquiry, before 
they can be dismissed or discharged, 
the company must write to the Com-
pany Law AdmlnJstrattcm. 

I was rather sorry to ftnd a de'1en-
sivp st~tement made by the Minister, 
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assuring the company managements, 
the big capitalists, that the Company 
Law Administration will not interfere 
with their right to deal with the em-
ployees in any manner they like. He 
made it quite clear that the Company 
Law Administration will interfere 
only where it is satisfied that the dis-
missal is due to the information given 
to the enquiry officer. You know its 
importance in any legal proceedings, 
because the dismissa1 will be couched 
in such a manner that it will be very 
difficult for a third party to find out 
what the real reason is. 

So far as the ordinary employees 
are concerned, no doubt their union 
will agitate, and it will not be such 
an easy Job for the employer to dis-
miss them. 

Shri B. R. Bhagat: You have ans-
wered your own question. 

Shri Prabhat Kar: But this section 
of the employeE's are not ('overed by 
the Industrial Disputes Act. Generally, 
they are doing ordinary clerical jobs 
hut with honoured positions and em".' 
luments of Rs. 600 to Rs. 700. The,,, 
are the persons who will be very help-
fu.l in this type of enqlliry, and they 
Will be left at the mercy of the em-
~loyer. Being apprehensive, quite 
~g~tIy, that the protection is only 
limited to the period of the enquiry 
they will never come forward. becaus~ 
there is nO protection therea1ter, alter 
the enquiry is over. It is wishful think_ 
ing on the part of the Ministry that 
they will be able to find out the 
malpractices by these enquiries, with 
only this much of protectiolll to the 
employees. Their intention can never 
be realised. 

J may here give one or two ex-
amples. This Parliament discussed the 
Vi"!an Bose Commission's report, and 
w~iIe speaking on the report, r 
pointed out certain things. We had 
made charges against Dalmia who 
was owning the Bharat Bank, and we 
laad sent a memorandum to the Gov-
ernor of the Reserve Bank in 1949-50. 
Having failed to secure. justice, we 
sent a memorandum to the Alec 

which was meeting at that time. In 
~ speech I quoted paragraphs from 
the Vivian Bose Commission's report 
to show that all the things that we 
had enumerated in our memorandWll 
in 1949-50 had come out to be true, 
but because steps were not taken in 
time, the Bharat Bank has gone into 
liquidation, and 700 employees are 
moving in the streets because of the 
malpractices of one section r:j! the em-
ployers, .So, today if you want to take 
steps, you have to give them im-
munity. They are giving information 
to the Government, to the inspector, 
it is an information given in ctomplete 
secrecy, and if you cannot protect 
them for all time to come, instead of 
giving this temporary protection dur-
ing the pendency or the enquiry, it is 
not going to help. 

I may give another example. To-
day, so many cases have been filed 
against H. D. Mundhra for contraven-
tion of Foreign Exchange Regulations. 
This has come about by the action of 
the employees. Representations were 
made. and a memorandum was sent 
to the Governor of the Reserve Bank 
as early as 1955-56, but no steps were 
taken, but because Mundhra wanted 
to have a deal with the public sector 
and it was found out what type of 
Industrinlist or business magnate he 
was, today you find sO many cases 
going on against him. So, if the Gov-
ernment is serious about the tulflll-
ment of its objective, if it wants that 
the investigations should be properly 
conducted sO that the misdeeds and 
malpractices are found out, this pro-
tection~fnust be given to the em-
ployees not temporarily, but perma-
nently. 

So far as the companies are con-
cerned, there is going to hp no harm, 
beause the information will be given 
in secrecy, in private correspondence 
or in personal talk with the inspector 
or other officers; it is not going to be 
publicised, and therefore, it cannot 
create any difficulties for the company. 

SO as I said in the beginning, the 
Bill 'is for a limited purpose, no 
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that Government have taken vasl 
powers, but those powers are not used 
in the interests of the nation, in dia-
charging their duty towards the 
country. 

[8Mi Prabhat Karl 
doubt, but this limited purpose will 
Dot serve the main objective. It is 
fOOd so 'lar as it goes, IUld I supPort it, 
but Government must encolll"llge in-
formation being given, instead of mak-
ing defensive statements assuring the 
companies that they will not be in-
terlered with, because it is for an im-
portant purpose. It is not only for an 
important purpose, it is for· a national 
purpose, because it will do.good to 
the people. 

So, full protection must be guaran-
teed to the setion O'r employees I re-
ferred to, who will give information 
to the enquiry officer. 

With these words, I support the 
Bill. 

Shri Heda (Nizamabadi: I am glad 
to note that the Bill has got support 
frOm all sections of the House. It 
was gratifying to find that even the 
spokesman of the Sw.atantra Party 
has given his support, though from the 
latter part 0'1 his speech and the 
amendments that he is moving, it is 
quite clear that the support is quali-
fied. 

The urgency of this legislation, or 
these powers taken by the Govern-
ment, is clear from the fact that it was 
promulgated through an ordinance on 
5th July, 1964. Two and a half months 
have elapsed. I had made a plea on 
an earlier occasion that when there 
is an adequate time lag betwcen pro-
mulgation of an ordinance an,d the 
Bill coming before the House, it would 
be good if the Minister gave data to 
the HOUISe by which we could find 
out how beneficially the legislation or 
the powers taken by Government had 
been used, or had become helpllul to 
them. If such information is given, 
though it may not be full or ex-
haustive, the need of the Bill would 
be clear, end no more arguments 
would be required. 

I find that Government generally 
takes powers, but having taken the 
power, does not use. it fully. Many 
a time it has been OUr experience 

13.20 lin. 

[MR. DEPUTY SPEAKER in the Chair] 

We feel that taking powers is more-
a matter of formality, Why do I say 
so? It is like this: Even under the eX-
Isting law, Government have got vast 
powers. We feel that these powers are 
not being used. It is like a rich woman,. 
having a large quantity of jewellery 
in the locker in her possession, visit-
ing the jeweller's shop every week and 
purchasing more pieces of jewellery, 
knowing that they may not be used at 
all or they may be used rarely. Just 
like her, the Government come for-
ward and go on taking the power and 
do not use it. 

When they take the power they 
should take the precaution that the~.' 
can use the power adequately and 
fully. They should see that no lacuna 
is left or not loopholes are left. When 
they exercise that power, some other 
consideration comes in and they say: 
this we cannot do or that we cannot 
do an,d therefore action could not be 
taken Even here what Government is 
doing' is also half-hearted in the sense 
that it is not an appeal to the con-
science of the employees to become 
bold and give information; it has not 
made them aware of their responsi-
bilities towards the nation in disclos-
ing facts and thereby helping the na-
tion. There are two lacunae which I 
submit for the hon. Minister's consi-
deration. 

Firstly, I do not think that while 
the investigation is going on any 
company or any management will go 
to the Company Law Board with the 
plea that they would like. to take such 
and such action against so and so 
employee. They are very intelligent 
people. They will first try to find the 
mind of the Company Law Board and 
if they feel that it is not feasible they 
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will not. approach it at all; they will 
~ep '.Iw~t. And when the enquiry 01' 
mvestJgation is over 81ld when they 
beCome masters again, they might 
take action and there is no protection 
to the employee at this stage. The 
employee is thinking of his own life 
and he is not thinking of a month or 
six months period in which the in-
vestigation Or enquiry will be going 
on. ~e would be thinking of his life. 
particularly in the present hard times 
when any employment is not so handy. 
when unemployment looms large on 
thousands and thousands of educatecl 
persons. 

Secondly, in the private service al-
ready there is no security of service. 
Therefore, I do not think that govern-
ment can do it by this type of legis" 
lation. Some assurance should be given 
by the Minister that if any employee 
is victimised at any stage because he 
heard the calI of his conscience and 
tried to help the Government or en-
quiry or investigation and therefore 
at some stage or the other, maybe. 
after a year or two years or five 
years he is victimised, then he should 
be provided with some alternative joh. 
We have got so many public secto" 
projects. In fact Government itself is 
coming in the field as one of the big 
employers in the corporate sector. 
"Some assurance that the Interests of 
employees who help in finding out the 
black sheep will be kept in view. 

·should be given. If that is done. they 
will not be so apprehemnve of his 
future in theSe hara d'ays when em-
ployment is not so handy or OPPOrtll-
nities are not so adequate. 

Shri Dandekar referred to one fac-
tor. He has stated that the tribunal's 
decision was made final and thereby 
we have taken away the jurisdiction 
of the courts. This means depriving 
a company or 8 private employer 
from approaching the judiciary and 
getting justice. I was also feeling on 
these lines for many years but my 
own experience is that the private 
sector is very happy with the tribu-

nals! In fact they feel rather that in-
stead of going to the courts, it is het-
ter to settle matters wiili the tribunals 
or even. at earlier stages. They fe21 
~o and m a number of cases sudl as 
mcome-tax and other cases too. There-
fore, I do not think there will be an' 
real and. valid objection from any 
company or individual to this provi-
sion. By experience hardly we will 
feel that here was a case where he 
could have gone to the Hifb Court or 
even to the Supreme Court. 

As I stat~d earlier, the responsibi-
lity of the employees had not been 
stressed. The Bill is more or less an 
.appeal to the conscience to volunta-
rily come forward and offer :nforma-
tion and help in the invest.igation. 
There should have been some provi-
sion by which he would have been 
made aware" at his respons"ibiIities and 
there should be some provision so that 
he is assured that his interests would 
be safe and security of service would 
be safe, not in the same company be-
cause it will be difficult [or him to 
work in the same company under the 
same management even It he is given 
the same pay and all that If some-
thing of this' type is done, then alon .. 
the object of this Bill will be achiev-
ed. 

Again. In the end, I say this. When-
ever weh a legislation comes, which 
is based upon promulgation of an ordi-
nance and when there is a good time-
lag between Its promulgation and 
passing by this House, in such cases 
the benefits f·hat accrued and the ad-
vantages that the Government !!,ot 
shOUld be mentioned; some idea about 
them should be given saying: this 
ordinance was promulgated Iln such 
and such date and since then we gof 
these benefits or it helped us in this 
way and so on. With these remarks, 1 
fully support the Bill. 

"" .. (~) : ~ \JIlT 5lm' 
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Shri V. B. Gandhi. (Bombay Cent-
ral South): Mr. Deputy-Speaker, Sir, 
it seems to .be the view of the Govern-
ment that they are not able to ubtain 
full disclosure by the employees of 
companies whose affairs are under 
investigation: the disclosure of 
factual information. It is, 
therefore, the proposal of the Govern-
ment that there should be a provision 
in the Companies Act to the effect that 
during the pendency of any investiga-
tion and also duririg the pendency of 
any proceedings before the tribunal, 
the company will not take any action 
such as discharging an employee or 
punishing an employee, whether by 
dismissal, reduction in rank or other-

-wise. 

We can have no objection to sup-
porting this Bill as far as it goes, but 
it does no go rar enouch. I do 
not think that this Bill, the 
way in whIch it is framed here 
and offered to us, is the right re-
medy for the difficulties that G-Jvern-
ment are experiencing in fhe matter 
of obtaining disclosure of fun infor-
ation. What is the object of tIlis Bill? 
It is to provide some kind of a tempo-
rary pr'ltection against victimisation 
by the employers in case the emplo-
yees disclose to the inspector, infor-
mation which is not in the interests 0" 
the employers. In the first place, 
if at all there is to be any idea 
of giving any kind of protection, 
that protection cannot be worth 
much if it is only going to be 
temporary. It must be permanent. 
I cannot conceive of any scheme under 
which a permanent protection can bt' 
granted to any employee. Therefore, 
there is a real difficulty as to what ac-
ti'ln Government can really take. 

IIltl "II' .. ~ 1RPrTQ': (~): 
~~,~it~~~1 

Mr. Deputy-Speaker: The bell ill 
being rung-now there is quorum. 
He may continue. 

Shri V. B. Gandhi: In my view, the 
kind of protection that is being offered 
to the employees is not going to 
be very helpful. It is not going to help 
the employees because, after all, they 
will be constantly thinking ot what is 
likely to happen to them when the 
protection is lifted and when the em-
ployers have .a chance to deal with 
them for their disloyalty, if it is con-
sidered as disl'lyalty in the view of 
the employer. Therefore, as I said, 
I personally do not find any way in 
whiCh both the things can be met; it 
is not practical. 

The former speaker who preceded 
me has referred to this point verY 
pointedly. I was expecting to ftnd 
S'lme kind of a scheme properly made 
out in the speech of the Minister al 
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to what kind of temporary protection 
this is going to be.: To repeat, I do 
not think, knowing human nature as 
'we do, that this kind Ilf temporary 
offer of protection is going to enthuse 
the employees. It is only natural that 
"their reluctance is goin, to continue 
and they will still be having the fear 
'of victimisation after the prlltection is 
·over. 

It is not as if there is not enough 
.provision in the Act itself to bring out 
.a fuller disclosure of information in 
the cases of companies whose 'affairs 
are under investigation. There is, 
jor instance, a provision in Section 
.240, which says: 

"It shall be tlie duty of aU offi-
cers \and other employees and 
.agents of the company .... 

(a) to produce to an inspector all 
books and papers of, or relat-
ing to, the company .... " etc. 

It further says: that it shall also be 
their duty "otherwise to give to the 
inspector all assistance in connection 
with the investigQtion". The inspec-
tor also has the authority to examine 
'on oath any of tile persons referred 
to in sub-section (1).. The inspector 
lIlso can declare the failure and make 
'lin application to the court to hold an 
'enquiry, if h" 00 decides. There is 
also provision :,I punishment for dil-
obeying an order of the court and the 
inspector. That punishment can be 
imprisonment or fine or both. These 
are all fairly adequate provisions 
which should De properly utilised. 

If any person fails without reason-
able cause to produce to aninspectOl' 
any book or paper, the inspectOr may 
make an application to the court to 
hold 1Ill enquiry into the case. Then, 
there is section 240A, which was onlY 
recently incorporated in the 'Act in 
1960. That section provides that the 
inspector has authority for seizure of 
documents. The Inspector can make 
an application to the mSiistnlte lor 
an order for seizure of books and 
1153 (Ai.) LSD-G. 

papers, enter a place, search a plac~ 
'Bnd also seize books. These are all 
powers which are quite adequate if 
they are properly utilised. 

As I said, the Bill presents a dilem-
ma that the protection proposed is 
only going to be temporary and noth-
ing short of permanent protection ill' 
going to be of much attmction to the 
employees. As I said, even though 
I am not very enthusiastic about the 
present proposals, I suport the Bill so 
far as it goes . 

Shri Umanath (Pudukkottai): Mr. 
Deputy-Spelil.ker; 'Sir, this Bill is pur-
ported to protect employees coming 
forward to disclose information from 
aoy act of victimisation by tile com-
panies whose affairs are being investi-
gated by the inspectors under the 
Companies Act. The aim is l'8udable. 
But the provisions in the Bill shoW 
that the Government is not at all 
serious about protecting the employ-
ees, in fact. 

First of all, the Bill makes it clear 
tilat the protection is limited to the 
duration of the pendency only. The 
Bill disowns \all responsibility to 
protect the employee, if he is victi-
mised after the investigation is com-
pleted. In view of this position, if 
any employee, innocently relying on 
the strength of the provisions of thil 
Bill, discloses any information, first 
of all he will be black-listed for life. 
The management will lie low and the 
moment the pendency is over they 
will pounce on the employee with all 
fury and dispense with him under one 
pretext or enother. And, pretext is 
a commodity which is never in short-
age as far as our country is concern-
ed. At that time, tile helpless em-
ployee will be like a mouse in the 
paws of a lion while the Government 
will be simply looking on. 

This has been my experience, as a 
tfQde unionist, in the field of indus-
trial relations, where a ban on actiOD 
against employees was conferred by 
the Industrial Disputes Act durinC 
the pendency of ally dispute before 
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• Tribunal. There it ill 'II question of 
a worker baving to face it inevitably 
in defence of his union and his de-
mand. But here it is meant to attract 
voluntary disclosure of informttion by 
the employees. Let me make it clear 
that no employee or officer would bar-
gain for this kte. Let not the Gov-
ernment strike a snake and leave it~ 
If you strike, then strike it to the 
finish. 

The so-called provisions of pro-
tection even during pendency 'lire il-
lusory, because if we read section 
635-B(b) (i) and (ii) it says: 

"(a) during the course of any in-
vestiga tion • • • 

(b) during the pendency of any 
proceeding against any per-
son concerned in the conduct 
of 'lind management of the aft-
airs of a company under Chap-
ter IV A of Psrt VI, 
such company, body or person 
proposes--

(i). to discharge, or 
(ii) to punish, whether by dis-

missal, removal, reduction 
in rank or otherwise." 

What it seeks to prevent is "actions 
by way of punishment". Actions 
which 'lire not bY way of punishment 
fall outside the' purview of this clause. 
There are thousand and one ways in 
which the workers can be victimised 
and yet escape the provisions in this 
clause. For example, a m'BIWl·gement 
can suspend an employee pending a 
domestic enquiry. The court. have 
invariably held that such suspension 
pending enquiry is' not a pIUlishment 
and cannot be interfered with. The 
action that may be proposed after tile 
enquiry alone constituted punishment. 
Under these circumstances, the corr.-
pany can keep an employee Under in-
definite suspension under the plea of 
pendency of enquiry, thus subjecting 
him to semi-stllrV'lltion and demorali-
ation, and yet escape the provisions 
.f thiS Bill saying that the question 
df punishment or no p1l'llishment would 
arllle only on tIIle coompfetlon of the 

domestic enquiry, which they would 
purposely prolong. They can effect 
transfer of such employees to far of! 
plaGee 'lind from place to place, not as 
a measure of punishment but under 
the pretext of administrative reasons. 
The purpose of victimisation would be: 
successfully served, and yet 1here is 
no provision in this Bill to protect the 
employee. 

Shri HimatsiDgka: The Industrial 
Disputes Act will give them protec-
tion. 

Shri UmaDllth: I will come to that. 
The employee can be overlooked in 
the matter of promotions, not as III 
punishment ·but under the false plea 
of unsuitability, and yet the provi-
sions of this Bill will not be attracted!. 
Lastly, he can be retrenched, not as a 
measure of punishment but on some 
false plea of administrative require-
ment and yet the provisions of this 
Bill will not protect him. 

It may be said that the Industrlal 
Disputes Act lays down the principle 
"last come first go" lind that the con-
cerned employee has remedy. But let 
it be remembered, Sir, that it can-
not -be raised as a dispute under the 
Industrial Disputes Act if a union 
does not take it up-it must be collec-
tive and no individual ,o' n take it up. 
Large sections of employees and offi-
cers wilo possess the facts required 
by the inspectors have no unions and 
as such they will be condemned once 
for all, even if the retrenchment ia-
iJle/,lal. Even if they ha'Ve legal re-
medy it will me'8n a long time u. ,et through tile dispute. It will mean 
unemployment and poverty for the 
duration and legal expenses, all ot 
which such emplOyees' will never bar-
gain for. 

All this can happen dUring the pen-
dency of tt.e investigation under tae 
Companies Act; and this BUI permits 
aIt these actions of victimi99.tion since 
they fall beyond the pUNew of the 
word 'punishment' specified in the Bill, 
and yet the Government wants us t~ 
believe· that the Bill seeks to pl'l'tect 
the. eDlDlbyees. ,. 
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U the Government were not aware 
of these methods of victImisation at 
'tile time of drafting of the Bill. they 
could have cOlllulted the repre.eA~­
tives of central trac!e Unions in this 
country, who are in the know of 
thin.s, and taken them into cODftden.oe. 
By this conduct, the Government has 
turned its so-called appeals for 
labour co-operation into a sheer farce. 

Replying to the No-confidence Mo-
tion, the Prime Minister declared that 
his Government stands for extending 
benefits of their socialism to the 
weaker sections, namely, workers, 
peasants and middle class. Yet his 
Government is not prepared to ex-
tend even the benefit of consulmtton 
to the employees even in a matter, 
which they proclaim, is meant to oro-
tect them from victimisation. Is it 
not clear from this that the Prime 
Kinister's declaratibn has been de-
magogy pure and simple? Perhaps 
this Bill is meant to be a jewei in 
their crown r·ather than real protec-
tion to employees. But let it be rea-
lised that it is artificial diamond and 
is bound to lose its lustre before long. 

8bri P. C. Borooah (Sibsagar): Mr. 
Deputy-Speaker, Sir, the purport of 
this Bill is the insertion of section 
635B In the Companies Act, - 1966. 
The purpose of this section is to give 
protection to elllployees baving in-
formation about company's affairs 
which is necessary to the Company 
Law Board for successful investiga-
tion. 

It is true that the investigation of 
the affairs of a company, Investigation 
of its true ownership and of such 
other relative JIlllttem,.dilnnot be 
effectively conducted unless the em-
ployees co-operate and make full dis-
closure of lheir factual infot'mation 
before the investia'ating officers. So 
it is very necessary that protection is 
given to the employees from being 
'Yict1mised, and it is only in the fit-
ness of things that such a provision 
should be there in the Company Law 
Act i~lf. 

In the Statement of Objects and 
Reasons it is said: 

"In order to give the employee. 
of the aftected companies tempo-
rary protection against victimisa-
tion in such mses it has been con-
sidered necessary to make a suit-
able provision in the Compania. 
Act that no company can discharge 
or take any other action egainst 
any of its employees during the 
investigation of its affairs • . ." 
It reveals from the Statement of 

Objects and Reasons that the propo-
sed measure has a limited purPose of 
protecting an employee from victim!-
sation for his disclosing the factual 
information to the investigating autho-
rity and not for other acts of indis-
cipline, misconduct etc. But the Bill 
as worded does not remain there. It 
goes beyond the Objects and Reasolll 
of the Bill. In substance, the Bill 
states: 

"If such a company proposes:-

(i) to discharge or 
(ii) to punish, whether by dis-

missai, removal, reduction III 
rank or otherwise, 

any employee, the company, 'body 
or person, as the (.1Ise may be, 
shall send by post to the Com-
pany Law Board previous intima-
tion in writing of the action 
proposed against the employee . . ." 

This means the company will not 
have any power to take action against 
an employee for any offence he may 
ha'Ve committed. Cases of gross indis-
cipline, violence, theft etc., and other 
misconduct arise from time to time in 
companies 'Bnd the management con-
cerned is required to take immediate 
action. In such cases, the management 
should be' given a free hand to take 
action themselves at the first inst-ance 
and then refer the case to the Com-
p.any Law Board, whose decision 
should be made binding on both the 
employer and tbe employee. Similar 
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procedure is now being followed und-
er the Industrial Disputes Act, where 
protection is given to employees dur-
ing the pendency of dispute before the 
Tribunal. 

It hra. 

Oases of retrenchment which are ap-
parently not in the nature of punish-
ment to an employee should not be 
covered by this Bill. The employer 
has the right to order retrenchment. 
Only, the principle of "Jast come first 
go" has to be followed. The provi-
sions of the Industrial Disputes Act 
are sufficient to take care of any C'llse 
where the employer acts mala fide. 

The Bill as at present worded, tak-
es away -this right of an employer, 
which is not in accordance with the 
objects of this Bill. I, therefore, 
would request the bon. Minister to see 
if it would be possible to exclude cases 
ot retrenchment from the purview of 
this Bill. For that purpose, I suggest 
that after the words "to discharge" 
in sub-clause (i), in line 20 of the fint 
page of the Bill, the words "other 
than by way of retrenchment" may 
.be included. If that is done, I think 
the right of the employer to retrench 
workers will be retained, while meet-
ing some of the objections raised 
against the. Bill. 

This is a very good Bill and I sup-
port it. I am sure it will be support-
ed by all sections of the House. 
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['lfr ifT1T~f] 
1li ~ t fit; ~ ~ m ~ 'tiT IRT "" 
irr.t ;mIT t? lfW ~ ~ ~ m it ~ 
4i.4 ... tlna 'til ~, \{lfi ~ m ri 
'I'R ~ ~u flIf .. itiU,. ~q: I 
~ l{~U~~it 
film ~lfT f.t; ~i ;;frill 'til' 'fTtf \~T 
~i;fit~~m:"tI\1 
.... ~ ~ ;i'~~"'" ~~tft ... ~ I 
~ W ~ it t fit; ~ q-q;j 
.'tiT~m:u~~~ m'f 
q1IlI' ifiUIf I 

~;{iWTfit;~~it~ 
itJW~~m;f iIT\'IT ;f;~~ 
~ -ri , ~ {t ~ ~ fit; ~ \'Il1if 
;l~q'rfi~~it 
~~~<'iTitm:~'n: 
• ~ 'til ~ .;;;r if ~ ;r 
Rwr1fT it ~ ~ ~ 'liT w ~ 
u~~f~~p''Iff{t, ~it~ 
~jfit;m~~fiI;~ 
~ mr ~ iIi'T;;ff wiT '!;f f.t;qr ;;mrr 
t ? iflIT ~ ;i' ~ tft 'titft MmIT 
~ ~ ;{ ~ fit; ~ f.JRA\" 1iR it 
~~~t? l{Jm~~ iflIT m-
~~;i'mit~ Ii ~ ift 
~ qffl ~ fit; ~ ARm ~ 
~wt?~~~57ti~ 
'J.;oftqfu1jT u ritft m ~ ~ ~ 
~qT ~ ~ Wit a-. CAi iv;i 
~ ~ if@' f1re" ~ t , 
Ifm-it~~;i'~",,"~u 
~ ~ ~lfT fit; ~ lfl"ifii If ~ 
~ ... ;i'~u~'IiT~ 
~~~~~'IiT~lfiR"~ 
'til ~ ~ it m, ~ ~ it 
~~~~~~~ 
U~lf~tm:~;f;~t m: ;;nf~ t fit; if if lf1i" "«< ~ I!rr Ifi;ro" 

~t,tmd;m-m~~ mR 
~lf1i"t, ~iwit ~ 'til ;;r;'II" 

~ ~ wfi 't~ 'tIT ~ 
~t~1Ii't ~~T ~ iQ"T'f~ 
qR ~ i ,m~.m ~ 
11ft" ~ ~ i1I" u ill ~ t I 
Ifft 'li~ 1I1T .... it cjiil1qfacif qR ~ 
.. '" ~imT 'tIT ~ t, ~ 
"" tj"T~ ~ '",,) 'tIT t , ~ 
it 'IT'Ir ~ IIi'tt tft ~ -q ~ 
If \Ail ~ ~, w it ~ ... Rfift .-
temq; ~T ~ it, ~ 
~ ~ 'tiT ifi'tf ~ Q Ii ~ ~ 
f~ ifill ...... . 

Mr. Deputy-Speaker: Order, order, 
he should not say such words. He 
should not USe names. He should 
please withdraw these words. 

Shri S. M. Banerjee (Kanpur): Sir, 
I rise on a point Of order. 

Mr. Deputy-Speaker: [He saye 
'robber class'. Such words should 
not be used. 

Shri S. M. Bauerjee: Could we not 
mention the House of Birla? 

Mr. Deputy-Speaker: No namea 
should ·be mentioned. Let us carry 
on with the discussion in a dignified 
manner. 

Shri S. M. Banerjee: Kindly guide 
me; otherwise, it will be diftl.~ult for 
me. We are discussing the Company 
Law amendment. 

Mr. Deputy-Speaker: He has men-
tioned Birla House any number of 
times; ,but he should not cal! any-
body robber: 

Sbri S. M. Banerjee: That is • 
di1!erent matter. 

'" ~ : q ;;r;fTif ~ flllflm if 
~ ~ ~ilT lIfT f .... ;;Nl ;f;o ;f;o ~;;rr, 
~,~~ ~('\iI" ~ flf'<:rnfi •••• 
Shri S. N. Cbaturvedi (Firozabad): 

They are individuals, not the HoUl8. 
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SbrI S. M. llaDerjee: There were 
:IIearcheL 

"" ..... : 1JTIf ~ ;J srf~firftf 
·t I ...• 

SbrI Bella: Sir, I rile .on a point .ef 
-order. The hon. Member on DIY left 
'was referring to individual members 
of II. hOUSe and another hon. Member 
on my right objected to It to which 
'this hon. Member lays that he II • 
Tepresentative of the Birlas. 

Sbri 8. M. Banerjee: He did not 
:Bay that. 

Sbri BecIa: He did say it. 1 am 
pointing out to the procedure that is 
followed in the HOWle and submitting 
that the dignity of the HoUSe should 
·be maintained. When an hon. Mem-
ber is discharaing his duty, is it right 
for this hon. Member to question the 
bona fides and intentions of the han. 
Member? 

.n .. ,,~~: ~ 
~, itu ~ !fiT ~ ~ 1 

Mr. Deputy-Speaker: No hon. Mem-
·ber should make any allegations 
against any other hon. Member by 

:saying that he is a representative of 
.anybody else. 

Shri S. N. Cbatarvedi: Sir, 1 was 
·only concerned with the level of the 
debate. The decorum and diinity of 
the House must be maintained. We 
should not level charges indiscrimi-
nately against persons who are not 
present in the House to defend them-
:selves. 

Mr. Deputy-Speaker: I have al-
.ready indicated to hon. Members that 
,such charges should not be made. 

~~:~~,tt 
~ ~ it w;t lfiT<IT ~ ~ 
flI; ~ ~ it ~ ~~ it; 
:R 'tiT ~ lfiT<IT ~, at ~ ~ ~ 
.,m lf~ ~ 'til: lit ..-Pt fit; ~ 

itfjqf1ftqrif~~qlmr 

~I 

1ft' "'" .. """"' : IIiiiu Iii't 
~ 'til: 1 

.tI' ~ : iIPR If:i{ ~ ~ 
lIi'r ;;n$ft, at ~ lA\T{ ~ m.- ~ IIiIt 
t""I,~pr~ ~ 1 

£of ~ ~ m- tt INIft Qr 'fiT 
~~~ 

.np" 'IR ~ : ~ If{ q;mr 
~'"Im~~~~ 1 

ShU G. N. Dtdt (Etawah): Sir, I 
am anguished to peruse this Bill. In 
1956 this Parliament passed the Com.-
panies Act. Then the Saltri Com-
mittee was appointed and later on 
we amended this Bill in 1960. After 
1960 there was the Bose CommiuioD 
Inquiry into the conduct of Dalmia-
Jain concerns. As a result of that 
inquiry .•.. 

~ ~n: imI' iw (iIilGr) : 
;;r.r ~ ~ "IT1f If{ mqf"f ...,. \lITffi" t, 
aTm~~~!fiT;wr 

'tiT 'tlif ~ ~ ~ ? 

Sbri G. N. DIDt: I am namin, 
Dalmia-Jain because the statement of 
objects and reasons of this Bill which 
is being considered by this House 
lays down that this Bill ls the result 
of the Bose Commission of Inquiry. 

~ ~ : ~ lfiTt ~ f,;rrir-
m~t:1 ~Rtiltif~..rr~ 
.~I 

Sbrl G. N. Dlsit: In the statement 
of objeets and reasons it is laid down: 
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[Shri G. N. Dixit] 
"In pursuance of its terms of 

reference, the Commission of In-
quiry on the administration of 
Dalmia-Jain Companies made cer-
tain recommendations". 

This Bill is the result of the Bose 
Commission's report. Thereafter the 
report of the Bose Commission was 
referred to the Attorney General and 
Shri Visvanatha Sastri over again. 
Both things being considered the Gov. 
emment has brought forward this 
Bill Therefore it is very necessary 
to refer to whether this Bill meets 
the requirements that were necessi-
tated by the Bose Commission Report. 

My submission is that it was a big 
matter for which the Bose Commis-
siOn was appointed. After very hard 
labour the Bose Commission gave Its 
report. For several hours this House 
cOJUlidered that report. The purpose 
of this Bill is iliat you are going La 
remedy these evils for the future. 
How can you remedy the evils for 
the future if the evils that were per-
petrated cannot be undone and large 
Bums of public money to the tune of 
several crores of rupees that were 
eaten UP are not refunded? The in· 
quiry was conductd; the whole coun-
try was agitated and' if after that agi-
tation We cannot refund those sum.q 
to the people from whom that money 
came, how can We guarantee? The 
guarantee far the future can only be 
by the past conduct. If bv this Bill 
we can create a situation that all 
thOse funds which came from the 
people and went to certain pockets 
can be given back to thOse people, 
certainly a climate will come up and 
in future also it will become impossi-
ble to defalcate public money. 

My submission is that in the 1956 
Act itself there was ample provision 
by which mUch funds coming from 
the people and going to some people 
by tricks could be refunded back. It 
CIOuld have been aLl right for the Gov-
ernment to bring forward this Bill if 
they found from the report of the 
Attorney-General that there was-
.aDle difficulty. Accordinl to me.; 

there was no difficulty whatsoever. 
Section 398 of this Act was sufficient 
to meet such challenges. But if the 
Government thought, accordinll to-
the rcport of the Attorney-General-
I do not agree, with dUe respect to 
that AttorneY1Ge~ral-that there 
was a question of limitation and that 
the remedy was time-barred then· 
to section 390 and the continui~ sec-
tions the Government could have 
brought forward necessary amend-
ments. But here I find that to all 
those sections _ there is no amendment 
whatsoever which will meet the 
situation of those defalcations which 
have been made. 

Shrl Umanath: The ;portions that he· 
has read are not from this Bill which 
is under disC'llSsion; they are from a. 
Bill which is to come up later on. 
Perhaps, he has misunderstood. 

Mr. Deputy-Speaker: -He seems to 
be speaking on some other Bill which. 
is not before the House. 

Shri G. N. Dixit: I am speakinl( on 
the Companies (Second Amendment) 
Bill, 1964. 

Mr. Deputy-Speaker: We are on. 
Bill No. 53. Shri Kashl Ram Gupta. 

11ft fI'" .... ~ : ~ f:lIT'f 
'OR i!>"t ~ ~ I \;.l ifoT f:lIT'f ~ 

~ ~ I~ 

IIft~~ (~): ~-­
~~, ~ m ";rr" ij- "~"~, 
~~~,,.m ..... 

~ ~ ~:~ "~"­

ij-,'Tf~~~ I 

eft fI'" ,.;;r ~ ~ 
~, ~ if oRror-~ ~ 

Mr. Deputy-Speaker:- The bell is. 
being run'.... Now, there is quo--
rum.' Shri _ Kashi Ram Gupta may" 
CGRtiDlle.' hiBspeeca. .. 
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'"~~: ~~. 
it ~ iii<: ~ !!IT f~ H;n" ~ H~" 

~~~~ I ~cm:a-q ij 
~ ;;nit, m ~ f.r<;r ;f.r ~ ~ 
~ ~ fit; :;IT ~ ~;r ~T '1ft ~ 
!tiT if.rr "Il~ ~, Cf~ ~ 9;U ~ ~ 
f11<;r ~ ~ I Mll(UIMI :;IT it~ ~ 
~~,~~~;r~, ~ 
~ ~ ~ ;f.r ~ ~ i!illJ 
~ "IltrcIT ~, m ~ ~ ~ ij i{~ 
~ ~ ;rr;r ~ @ ;r@, ~ ~ 
;;rr;rciT ~ fit; <fW m OfT<{ ij '1ft, ~itm @, 
~iIi<:~~I~~~ 
~ fit; ~ f.r<;r ~ ~ ~ :;IT '1ft ~ 
~<rn~.~~~~f~ 
~, ~ q~ ~ ~ 'if[~ ~, 
~ ~ ~ if.rr 'if[~ ~. ~ 
• f.t;ffi i!illJ ~ 'fU ~ ~ f<;ro; 
~l!iT~<fi~ I ~~~fit; 
om ~ f.r<;r ~ ~m ;.;;r ~ ~ ~ 
;f.r ~"<m <fi ;;rr ~ ~ I it ~ ~ 
fit; ~ f.r<;r ij m ~ ~ ;r@ <fi ;;rr 
~~ IlT~m~@~~~ 
fit; ~ f.r<;r ij if <I'ffl' qR ~ <fi GIW, 
~~!tiTm~~-w.t 

~ f<;ro; ~ ~ ;r ~ fit; ~ :;IT 
orrn=. ftm" ~. ;.;;r ~ ~ ~ ;;mr 
;r@ qnft ~ I ~ ;;mr ~ ~ 
ItiT ... lq4llifidl ~ I it ;fit ~ ~ 
f.:m;:r ~ fit; mr.r ~ 
ifTifiTIJiT ~ I ~ ~ <I'ffl' ~ <fi GIW, 
~iI1'tij ~~~~~ 
~~it~m~1 

~ ;.;;r ~ ~ !flIT ~, :;IT ~ 
iI;~iI;~;.;;r..roI!iT~ 

tf<;ro;~~~~~qr~ 
~~ ? 

;;nft< ~ fit; ;.;;r ~ ~ ~ sm;r 
rn t ft;n:t qR I!iTt ~ ~ 

~ I ~mm~~fit;~~ 
~ ~ ~ m.mr ~ fit; ;.;;r ~ 
;f.r ~ ~ f¥t lTI!IT~ ~ ~ ~. 
~~~~~4iTf~. 
~ ~ ~ ij ~ f.tilTr amt'IT I· 

~ itm ;r@ f.tilTr ;;mrr ~, m it ~. 
~~fit; m~~iIi<:~ 
~~:;IT ffi ~ ~ 'fU ~ 
;;mrr ~ 1 ~ Il'f<'arnr ~ ~ fit; 
ifilf'ifliT ~;r@ ~ 1 m 
ort <m:1II ~ I 3I"Pf m ~ ~ fit; ~ "¥ 
~;;mr ~ fit; ~ "*rrU ~ ~ 
~~~~miT~lCf@ 
~T miT ...,.w :;IT ~ ~ ~. 
<m'lT~, ;;IT ~~,:;IT~. 
~1WT<~~it;~...=t.· 

;rl';rcr ~IITT sm;r ;r@ ;f.r ~ ~ 
m ~ it '1ft ~ ;r@ !1fT riffl" I :;IT 
~~if>'Tl'ff ~ ~ ~@;rl';rcr f 
~!flITom~~~m~,~ 
If( qr ~ m f.r.m: iii<: ~ 

'iIlf~1 

;;i't ~ ~ ij g!IfT ~. ~. 
WT< m ~ dl itm ;r;n: mar ~ fiI; 
m i!i1"fift ~ ~ <'IWf ~ ~ 
~;f.rtrf~, ~~qR;;i't 

m~.if~m~~~qR~ 
~ iR" mit ~ iii<: ~ f I lT~ m 
~ ~ fit; ~ 'ffiI' ~ ~ 
~ ~ qR ;.;;r II<: if ~ '1ft II"'t ~ 
t I q1ft ~ ;.;;r ~ it; <'IWf it ~­
iR" ~:;R ~ iii<: ~ ~ f,;rW mit 
;f.r f~ ;r ~ fit; ~ ~ ~ 
i!ilt l'J"iIT@ ~ ~ 1 ~;;IT it t{1I> 
~ ~ ;rr;r ft;rIrr I ~ ~ ~ it; 
m: ij ~'i§ ;r@ ~ t I it m !if 
~ ~ ~ f'ti f-;ra;rr '1ft ~ 
~w~ijt~;;IT~ iJII'd' 

~ 1Iil1f om: ~~ t ~ ;;riI' '1ft IIi'tf 4iT¥ 
w ~ ij "I1IlT;my t d'1ft ~ ~ 
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[.n 'ImfI'u1f ~] 
~ ~ t ~ ;flI' ifiI1J:f IIiT ~ ~ 
'a'W'R~'Il\'!T t, ~ ~ ~ ~ 
• ~"Iftil<f it; ~ ~ \RTIf 

~ "'" 'ITm' t ~ ~ IIiT 
aft ~ t, q 'ii"'lq41" ~ ~ 1 
4l[ ~ "" ~ IIiT "1'IIlq41" ~ 
~, ~ ~ fi'\1il ~ q1ft' ~ ~ 
~r m;n ~ Ifi<: rem t IIIR ,..r 
ntf.i;~~ ~~t, ~ "" 
~ "1'1114141 .. if iIifT ~, ~ 1ft" it SI1rTii'-

:~"<fiIT~ t m ~ ~ ~ 
~~~ ~t~~~it4T 
'fir M ~ ? ~ ;mvr ~ ~ fir; 
~ a'tm lR ~ ~ IIIR ~ ~ 
~ II< \'Ij"iIj' :;fle ~ t a't ,,~ ~ 
~ ~ ffi'roIT it; m1I" ~ qrq'ijiT ~ 

~it;~ ~~hTRt~1 ~ 
~ ~ rn Ifo1" ~ f.rlffif 
;ftfir{t~t~~ ~ ~ 
~~it;~~ ~r.R 
<'I1T ~ ~ t ~ ~ ~ ~ ~, ~ 
~ ~ I ;;IT ~r.mr 'iffl' ~~~, ;;IT 
~ ~ ~ ~, ;a;:r qfuffl;ff <til m 
~ ;r~~ iif9'O~~~t 

~mm~~f.i;~m~ 
if ~ SI"fiT{ ;a;:r ",4"u{\'IUI <til ~ 
~ rn it; ft;ro; ;;IT ~Wfa;:r m<m'fi 
~, if ~~ tt mit ~ ~ ;;IT ~'ITU 
~~~,~~~)filllR~ 
~ \ill ro ~ ~a- ~, \ill ~­
~ m.m ""~ ~ ;;IT ~ Ifo1" rn If; 
IfiTlT IIiW "t:~ ~, ~ ~ ~ fi«;r 
fit 
Dr, SaroJIDI MabIshI (Dharwar 

North): Mr. Deputy-Speaker, Sir, the 
Company law underwent radical 
changes a few years back. The 
number of sections has practically 
doubled and the bulk and the size of 
the companies law has increased. 
But in spite of all these things, the 

.company law could not contain this 
particular amendment which ought 

to have been thoUlht of by the Gov-
erument in their own interest. '11le 
particular amendment that is befoloe 
the House Is, I think, from the point 
of view of the Government, In their 
own interest, to get better facUities 
in conducting the invl!Stiiation, u 
has been made clear in the State-
ment of Objects and Reasons: 

"As it was apprehended that 
some of the companies whose 
affairs were under investigation 
might take action against their 
employees if they diacloaed full 
information to the Inspectors the 
amendment of the Companies Act 
on the lines indicated above was 
considered to be a matter of 
extreme urgency ...... 

Therefore, this particular amendment 
has been brought forth. 

Sir, this particular amendment 
wishes to add a few clauses to sec-
tion 635A of the Companies Act. The 
protection ii,ven to the employees is 
only temporary and it is a very weak 
protection. I wish to keep before 
this House and ·before the hon. Minis-
ter also what risk the employees 
would take in disclOSing the informa-
tion by incurring the displeasure of 
his superiors. If they are not assur-
ed of any subsequent protection-
under article 311 of the Consti tutioD, 
Government servants have been 
given certain protection-these wor-
kers in the companies, unless, of 
course, if they are assured of certain 
subsequent protection elso, will not 
come forward. Secondly, if an em-
ployee is a member of the trade 
union and if his case can be brought 
forth by the trade union under the 
Industrial Disputes Act, then alone, 
of course, he can seek further 
remedy in the matter in case he 11 
punished Or in case he is lIuspended 
or in case he is removed 
from service. In case where the em-
ployee is neither under the c~ntnlC­
tual terms of service nor is he a mem-
ber of the trade union-in that case 
he can seek a further remedy under 
the Industri'81 Disputes Act--Jwhat it 
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the remedy open to him? Therefore, 
in this c:ase.-- you should. thiDk of 
these things also. Not only in the 
interest of pttmg lbett&:r facilities for 
conduclling the investigatioD. bllt also 
at the all'me time in the inferut of 
the employees also who shou14 ban 
the encouragement ana mcentive to 
disclolle information (0 the Govern-
ment, certain provisions must be 
added. 

I also say at the same time that 
these provisions giving protection to 
the employees should not be misused. 
Proper precautions must be - taken. 
There is the side of the employer also. 
Re may think that this protection, if 
given to the employees, may be mis-
used and it may encourage indisci-
pline and insubordination amongst the 
employees. There is the other side 
of the employee. Of COUl'IIe, he does 
not get anytbing by disclosing the in-
formation. He may have a mental 
satisfaction that he h:as disclosed cer-
tain information which was against in-
justice, which was a'gainst certain in-
discipline and which was against 
some irregular matter. ~t what Is 
the subsequent protection that he 
has ,been aSSUred of subsequent to this 
investigation? As was rightly put by 
some of my friends on this side and 
also on the Opposition side, what is 
the protection given during this 
period? What is the protec-
tion, financial and otherwise 
slso, tnat has been assured to him 
subsequent to this investigation? 
Therefore, I request the hon. Minister 
to consider both sides of the proble-m, 
the proper protection to the emplo:ree 
~lnd also certain protections to the 
employer. I am not pleading on be-
half of the employer. But in case 
these provisions are misused in order 
to bring the employer also into pre-
judice with the Government or to 
brin~ him down in soclety,' then 
proper protection must also be given 
to the employer. 

Therefore, Sir, the problems that 
may arise in consequence of tbil 
particul'llr amendment, though the 

amendment is very 8ftIall, are ver, 
great and. compllcated.. I hope the 
hon. Minister will take into consi-
deration the problems that may &rile 
in oonslIQ,uenee of 1Ibia part1cUlar 
amenelmont and brm. ill an _baWl-
tive amerulment to thil Companiea .Act 
and n9t inaist on this periicular 
amendment. 

Shri &bam La! Baraf (Nominated-
Jammu and Kuhmir): Mr. Deputy-
Speaker Sir, while luppor~ thii 
Bill, I feel some of the points that 
I W'IInted to touch now have already 
been covered. But one thing that 
strikes my mind is of knowing some-
thing about the working of a company 
and how business concerns are run. 
If it could be possible under the law, 
each and every concern, whether it 
is a corporation or 'II company or an 
individual concern, should authorise 
pel.'son or persons to reveal matters to 
the Government. If that is so, it will 
minimise a number of things that 
might arise hereafter. Ttlat 'is the first 
thing. 

Secondly as far as the present law 
is concern~d, I think the security of 
the employees is secured as it is under 
the law which is on the statute-book 
and with this amendment, I feel, it is 
fully secured. With your pennission, 
Sir I would like to 'bring one or two 
thi~gs to the notice of the hon. Minis-
ter. Only last month, two things 
have come to my notice which I have 
personally witnellSed. On the one 
hand while we are very very parti-
cula~ to see that the services of the 
employees are secure, at the same 
time it is equally the duty of the 
Government to see that the proprietors 
the concems, are not unnecessarily 
harassed. Sir, this may not have a 
full bearing on the subject but I will 
seek your permison and seek the 
indulgence of the House to allow me 
to refer to these things. I have 
visited a tew such concerns onl:r 
about two weeks back to make cer-
tain purchases. The firm proprietOl'll 
'got some summons fram perhaps the 
Income-Tax Department. He told 
me-J knew the man; an honest man 
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-that unfortunately, whenever 
we want· to work honestly what 
happens is that we are harassed. 
"And the result is" that they said, 
"either we have to be dishonest or we 
have to adopt methods that can never 
be said to be honest methods by 
falsifying our accounts". These are 
our books, and any·body can go 
through the same and see how clear 
and clean our accounts are. We 
huve shown the profits the gross 
receipts and the net profits. On that 
We say that the income-tax may be 
assessed. But unfortunately, some-
times a double assessment is made, 
which is incorrect. This will lead to 
two things. There will be firstly, 
adjudication and spending of lot 
of money; secondly. spending a lot 
of time and thirdly, we are now forced 
either to change this entire course of 
honesty and keeping honest acco-
unts or We nave to show, accounts 
that cannot be said to be honest.. 
We won't do it, but we will be for~ed 
to do it." This is what they say. 

In Dehra Dun I saw the other day a 
concern which is also a manufacturing 
company. They pointed out that some 
of the excise officers had come there. 
They had placed a nice verandllh 
with chairs fOr them to use. Sir, I 
would request the hon. Minister to 
listen. I am giving an instance how 
the honest business people are haras-
sed by these officials. This was in 
Dehra Dun. It may not have a direct 
bearing on this very Bill, but these 
things do happen. Beaeuse, I get an 
opportunity to come to know of these, 
and I am drawing the attention of the 
House and of tile Government to 
these things and requesting them to 
see that some relief is given to the 
lrarassed businessmen and their 
management. 

As I was S'Ilying there they had 
reserved a very nice verandah with a 
few chairs for the use of the excise 
offtcers. The excise officers nave to 
spend some time there, jotting down 
the particulars for making assessment. 

And they wanted to haVe a separate 
bath room. The proprietor showed 
me thE: bath room and said "This is 
the bath room I am using, a ftush-
type bath room, it should be enough. 
for them". 

~~~:~~, 
itu ~ ~ 'liT ~v;r ~ I ~ 
~~~~~~~~~ 
~ ~ ~ ~ 't>I11 ""l '1ft ~, ~ 
~ fir-;r ij-~ ~ fit;a't ~ ij-
~ lIT ;;@" ~ ~ ;;@' ~ tIT '{H I 

~CAi~~;:r~~fit;~fir-;rij-~ 
~ 'liT ~ iI'faT ~ O<r CAi ~ ~ 
~ fit; ~ ~ mer ;;@' ~ ~ 
~ 

Shri Sham Lal Sarat: I am thank-
ful to my hon. friend. I am telling 
in a minute. I wish he had a little 
patience. -

~) ~'m'I' ~t(f : ~ ~ 

~~,~~~ 

Sir, my ·point of order is that it is 
not a relevant thing in the context 
Of this Bill. You will please give 
your ruling on that only, and let him 
speak then. 

Mr. DepIlty-Speaker: He is show-
ing that it is relevant. 

Shri Sham Lal SaraI: Sir, my subo 
mission is that after all the laws and 
the implementation of these law8 Bl'It 
inter-connected. That is what 1 am 
placing before the House. 

And what happened there? I saw· 
two Or three nasty letters written b)-
one of the high-uPs of the very same 
Department. Whether it is a ques-
tion of giving protection to the small 
men, the employees-I am one with 
that .... 

Shrl B. B. Bbapt: He is referrinl 
to some nasty letters. Written by' 
whom? 
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Shri Sham LaI Saraf: By that 
officer. 

,shri B. R. Bhapt: It is a vague. 
Which department, which officer? 

8hri Sham LaI Sara(: Central 
Excise Department. 

Mr. Deputy-Speaker: We are not 
~cncerned with the Central Excise 
Department but with the Company 
Law. 

8hri Sham La! Saraf: Mr. Deputy-
Speaker, I crave your indul(ence and 
also that of the House. My point is 
.this, that whatever be the law, whe-
ther it is this law Dr any other law 
concerning taxes, where this House 
agrees and the law is passed, at the 
implementation stage two things have 
to be seen, whether there is proper 
implementation of the law and also, 
where we need that the people should 
be secure, while we 'lire implement-
ing these laws We should see that the 
real purpose is served. I hope the 
hon. Minister will bear in mind these 
points. That is all the submission I 
wanted to make. 

Shri B. R. Bhagat: Mr. Deputy-
Speaker, 1 am extremely grateful to 
the hon. House in that it gave a 
'unanimous support to this measure. 
The point raised by hon. Members 
can be sub-divided into two categor-
ies. One point is that the Bill does 
not provide enough safeguards against 
victilT.isation of the employees. The 
()ther point of view is that the Bill 
should be sufficiently clarified so as 
not to put a bona fide employer, who 
acts Dr takes action against his em-
ployees for some sufficiently good 
reason, in any difficuilly. I think 
that both these points are misconceiv-
.ed in the context of the limited ob-
jective of this Bill. That is what I 
. propose to explain. 

As for the point of view that the 
Bill should be sufficiently clarified to 
prevent any tn-ppini up by a bona 
fide employer, I would say that the 

amendment proposed by the hon. 
Member, Shri Dandekar" seeks to 
clarit-.1 it by defining, if 1 may say 
so, the words "course of investigation". 
He says that eitOer when 'lin inspector 
is appointed under the relevant sec-
tion for investigation, the investigation 
shOUld be deemed to start, or when 
a requisition for information is called 
for under the other rei event section, 
section 248 or so, the investigation 
should be deemed to start. His fear 
wes tilat any information caJled for 
by the Registrars or others under sec-
tion 234 will amount to investigation, 
and a bona fide employer may get in-
to difficulties. 

I think his fear is unwerranted, be-
cause the Chapter "Investigation" in 
the Act begins from section 235. Be-
fore that is the heading "Investiga-
tion". And it spells out various sec-
tions, section 235, and it goes on to 
a number of otOer sections when fin-
ally this Choapter closes on investi-
gation where all the processes are 
exploained. So the Act itself does not 
give any scope for confusion. He 
pointed out section 234 where power 
is given to the Registrar to call fOl' 
information. But this is outside the 
Chapter On "Investigation". So oany 
information called for by tOe Regis-
trar, requisitioning balance sheet or in 
regard to any inaccuracy or other 
things under this section will not in 
oany eventuaJity form part of an in-
vestigation. Therefore I think his 
fear is unfounded. He may have • 
genuine fear, he has a gOOd deal 01 
experience of tile administration of 
some of these companies. I do appre-
ciate it. But I would like to point out 
to him that any bona fide employer 
will not come under this difficulty be-
cause action under some other sec-
tion is taken. So the Investigation 
sections are fairly clear . 

Also this concept "during th" course 
of inv~stigoation" Dr "during the pen-
dency of any proceedings", these are, 
I am told, I am advised-I am not a 
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law eXIPert, but I bave sufticient autho-
rity of legal e.dvice to say-that taese 
are very clearly defined concepts In 
law, and therefore the question of 
any difficulty arisiDi from this lource 
does not arise. 

Also, if we accept the amendments 
just to clarify the position-I said it 
largely covers that, it means what he 
say_but if we accept it in that form, 
it will leave sufficient lacuna in the 
period under certain sections when 
requisition for irrlonnation pending 
investigation, is made. That section 
is also under the "Investigation" 
chapter. If we call for information 
and if the Board finds there is a case 
for appointment of inspectors, well, 
again, another order goes for inspec-
tors. But if the amendment in the 
fonn in which he wants it is accept-
ed, in that period any dishonest 
employer may try to dismiss the 
officers and other who have supplied 
the infonnation. And I know that he 
would certainly like to help the bona 
tide employer and not protect the dis-
honest ones. Already there is no 
dearth of dishonest employers. I am 
aware at one particular case in which 
a daY before the ordinance there wa" 
a case of dismissal of an employee. 
because somehow or other that parti-
cular company got the infonnation that 
some such ordinance was gain, be 
issued. Althou~ I agree with the 
sentiment of the hon. Member. I 
would submit that the wording has ,ot to be sO aGlcurate that there is no 
~oPe for abuse or evasion at this 
section. 

Now, I come to another set of 
points. Although I am in agreement 
with the sentiment ~pre.ed by the 
hon. Member that the law should 
sufficiently provide for protection, 
and I would very much like that no 
such employee as offers to give in-
fonnation voluntarily is wrongfully 
discharged even after the pendency 
of the inveltigation, that is, even 

. after the investigation is over. I would 

like to ask what the remedy for thla 
is. 

I ent.irely agree with the Lady 
Member who asked how even though 
the companies Act had ·been amwded 
twice and it had increased in volume. 
Government could not think of pro-
vidiIli for such ordinary .afety for 
the employees. My answer is that 
like all institutions, human beinp 
also are imperfect, and we could 
only realise it when We were faced 
with a situation wirere in actual ope-
ration the investigation was being 
thwarted not only by various legal 
subtleties or other devices but also 
becaUSe of the fact that We were not 
getting the co-operation of tbe em-
ployees just because of the fear that 
they had that they would be victi-
mised. It wall when this fault glared 
before our eyes that woe woke up 
and realised that such a remedy was 
needed. The remedy thought of is 
that at least during the pendency of 
the investigation such victimization 
shOUld not take place, and the em-
ployees should volunteer to give in-
formation. There is no compulsion 
on them, but if they have information 
they should co-operate. I may assure 
the House that after the issue of this 
Ordinance, during these few weeks, 
the co-operation has been very good, 
and satisfactory too, which was not 
forthcoming before that. 

Shrj Bade: Why give only tempo-
rary protection? Why not give per-
manent protection? 

Shrl B. B. Bharat: I am coming to 
that. My hon. friend is a lawyer 
and I would suggest that he should 
consider in what shape it should come 
here. The point is that there is diffi-
culty in giving legal expression to the 
idea of protection for all times. There 
is also some practical difficulty in 
this matter. Although I entirely 
aiNe with the hon. Member on the 
point made by him, I would submit 
tha t these practical difficulties are 
there. 
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There are employees who will be 
protected under the Industrial Dis-
putes Act. On this point, two hon. 
Members ihaNe differed. Both have 
experience at trade unionism. One 
says that trade unionism can protect 
the employees while the other says 
that it cannot protect them. 

Shri Umanath: The point is that 
offiC'Crs drawing salaries beyond Rs. 
500 are not ICoveredby the Industrial 
Disputes Act. 

Slui B. R. Bhapt: As regards 
those who come under the Industrial 
Disputes Act, it is all right. But, 
apart from that, trade unionism also 
cannot protect them because there 
aI1e so many ways in which this can 
be done. But my own feelini is that 
trade unionism should be strong 
enough and I want it to ,be so strong 
that it can give protection to the em-
ployees. 

"" '""'" : • ""'" m ~ iAl, ~ tR\i ~ ~ ..... "" .0 UO 1t'Rf : ~ ~ 
!!iT for~ffi lT~i 'tiT ~ t, ~ m ~ ~ I 

,,) .,,,,) : <IftT ~ ~ ~, 

~ffi~t ..... 
shri B. a. Bhagat: I ('"., deal with 

them. Mu;he kOllee howah n4hin haL 
The question rfI the higher execu-

tives, that is, those who are not co-
Yered by the Industrial D1spuh~'; Act 
eomes up next. I know th'lt that is 
a difficult qU'l!stion. After th~ investi-
gation is over, if the emploYer is rash 
enough-I do not think that he would 

be so raSh enough •. certainly he can 
resort to measures for wrongfully 
dismissing them. For protecting , 
them also, this is not the way ..... . 

Shri Prabhat Ear: So far as the 
higher executives are concerned, Gov-
ernment will get anno.t no co-ope-
ration from them because they are 
part and parcel of the administration. 
It is the people In the middle l"UJlIII 
who are not covered by the Industrial 
Disputes Act and who are not so high 
up as to form part and pardel of the 
executive and part and parcel at the 
misdeeds, who require protection and 
these are the persons also who will' 
know much more than the persons 
at the 10Wler level and therefore, 
Itheir Information would be very use-
ful. If we could provide protection' 
to this section of the people, then the 
purpose of the present Bill will be 
slerved. 

Slirl B. R. Bharat: I agree with the· 
hon. Member ,but it is difficult to 
provide for any permanent measure 
of protection at this stage at least, I 
shall certainly keep this suggestion in 
mind and I shall consult my legal 
advisers and lee if it is possible to 
do so. But the diftl.culty is that it· 
will have other connotations, and, 
therefore, we shall have to think oV'er 
the pros and coos. 

But I submit that ultimately the' 
defence of such people as give in10r-
mation for public purposes has to rest 
on something stronger, namely the 
general climate and ,public opinion. If 
they have contracts of service etc., 
t.hen the genera.l law would apply 
alainst wrongful dismissa13; and the 
necessary legal provisions can be 
invoked for the purpose. But ulti-· 
mately it is a strong public opinion 
and a strong public sentiment alone' 
which can protect them. 

With these words, I move. 
Shri Prabhat Kar: If Government 

finds that there is some diftl.culty to" 
provide for this, just at this particu-
lar moment I would submit that we 
can sit wiih the hon. Minister and' 
make suggestions to Government, and' 
if they have lot an intention to pro-
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vide for this matter in a better 
manner, this difficulty can be solved 
when we take up the next amending 

-Bill. 

Mr. Deputy-Speaker: The question 
,is: 

"That the BilI further to amend 
the Compani<es Act, 1956, be taken 
into consideration .... 

The motion was adopted. 
tClaUSe 2-(Insertion of new mb-

heading and section after section 
635A of Act I of 1956) 

Shri Dandeker: I beg to move: 
(i) Page 2, after line 8, insert-

"E:cp!a.nation.-(1) An investiga-
tion shalI be deemed to com-
menCe on the date of the re-
ceiPt of intimation by a com-
]lany of the appointment of 
an inspector under sections 
235, 237, 239, 247, and 249 
(1) <a) or on the date of re-
ceipt of a requisition to fur-
nish information to Govern-
ment under sections 248 and 
249(1)(b). 

-(2) An investigation shall be 
deemed to end on the sub-
mission of the report of the 
inspectOr under sections 235, 
287, 239, 247 and 249 (1) (a) 
or OIl submissiOll of the infor-
matiOn required under sec-
tions 248 and 249 (1) (b): 

Provided that in each case this 
section shalI be operative 
only up to a periOd of twelve 
months from the commence-
ment of the investigation .... 
(1). 

eii) Page 2, lines 20 and 21, omit 
""'be final and". (2) . 

I have listened with great respect 
to the hon. Minister'~ expo,;tion of 

-the reasons why he thinks that these 
llmendments are not necessary. I was 
'hoping not to have to take the House 
'through the tedious proceSs of a con-
sideration of this matter section by 
'section, but now this is unavoidable. 

My first amen dement which says 
tha t explanatiOlls 1 and 2 be inserted 
after line 8 at page 2 was merely 
intended to indicate with some pre-
cision what the commencement of an 
investigation was and what the ending 
of an investigation was. I would 
submit that anyone who is going to 
be placed in jeopardy for an action 
whiCh he might take ought to know 
the date from which the liability or 
the embargo or moratorium Or what-
ever it is, begins; the party who is 
going to ,be placed in jeopardy ought 
to know the date from which this lia-
bility not to take action against the 
employee begins,-in regard to the 
merits of which I have already said 
that I am entirely in agreement with 
the principle of it-llnd the date on 
which this liability ought to end. 

I have tried to find out whether it 
is possible by reading these section. 
themselves to understand when the 
liability or embargo begins. Possi-
bly, the hoo. Minister is right,-and 
I say only 'possibly' because he has 
more competent legal adviser~ than 
I have, possibly he is right in saying 
that under sections 235 and 237 of the 
Companies Act, the embargo begins 
from the date of the appointment of 
the inspector. My proposed "Expla-
nation" was concerned with saying 
that it should commence from the 
date On which the company concern-
ed knew about the appointment of 
the inspector. 

In other words, there is -bound to 
be a lacuna in time from the date of 
the order of appointment of an ins-
pector under section 235, and simi-
larly the date of appointment of an 
inspector under section 237, and the 
date on which the company comell to 
know a.bout such appointment. I agree 
with the Minister that the investiga-
tions under these sections do begin 
with the appointment of an ispector. 
The amendment I have by way of 
Explanation(l) says that the disabi-
lity as regards actim against an em-
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ployee should begin from the date on 
whidh the employer is informed 
or advised of the appointment of the 
inspector. That seems to me so 
plainly necessary namely to know of 
the appointm£.llt of an inspector, 
before anybody can attach a liability 
to the employer company. That POSI-
tion in terms of the date on which 
the company concerned is informed of 
the date of appointment of the ins-
pector, would seem to be the least 
that would be necessary in the cir-
eumstances. 

But I would go a little further and 
ask the Minister to consider sec-
tiOn 239(1) which says: 

"If an inspector appointed under 
ection 235 or 237 to investigate 
the affairs of a company. "-

let us call it company X-

"thinks it necessary tor the 
purposes of his investigation to 
investigate also the affairs of" 

1II10ther lot of companies,-they are 
all described there in that section-
then those companies are also under 
the disability that they may not dis-
charge or otherwise punish their em-
ployees. How is anybody to know that 
this inspector "so thinks." In respect 
or certain of the sub-sectioos there, 
there is perhaps adequate protection 
.because action cannot be taken by the 
inspector except with the prior sanc-
tion of the Central Government. Sub-
section (2) of sec. 239 of the Com-
pabies Act makes it clear that in case 
·of certain types of companies which 
the :i.n'sp·ector may think neceslSary 

'should ,be investigated, no such action 
~an be taken without the prior appro-
val of the Central Government; and 
the Central Government have to give 
lIrior notice to the company concern-
-ed. In these types of cases, t.he receipt 
<Of a notice to show cause would act as 
,a warning as to the date of commence-
ment of this particular embargo. But 
what about Ilhe other companies, the 
other bodies corporates or persons, 

1153 (Ai)LSD-7. 

namely, those in sub-sect Jon (1)(a) 
of sec. 239: 

"any other body corporate 
which is, or has at any relevant 
time, been the company's subsi-
diary or holding compabY or 3 
subsidiary of its holding company 
Or holding company of its subsi-
diary"-

It does not make senSe to me; but it ill 
there,-and similary in section 239(1) 
(b) (i)-

"any other body corporate 
which is, or has at any relevant 
time, been managed, 

(i) by any person as managing 
agent or as secretaries and 
treasurers .Or as managing 
director or manager who is or 
was ........ ', etc. etc. 

I have been a managing director. Some 
other companies quite unknown to me 
may now be under investigation, some 
other companies altogether. The ins-
pector may "think" in that connection 
that my affairs have got to be inves-
tigated. In my case, when does the 
embargo on disciplinary action against 
my employees ,begin? I just do not 
know. When am I supposed to b. 
committing an offence involving dire 
consequences-financial or perhaps by 
way of imprisonment; I have not gone 
into it in detail, but you see, sir, how 
absurd it is?, Am I supposed to be 
committing these offences without any 
means of knowing that I am in jeo-
pardy as from a particular date? Or 
am I just to hope for the best? If I 
am running my present business and 
dealing with my employers properly 
in respect of disciplinary matters, am 
I just to hope for the best that I am 
not committing any offence? 

In order to get' this clear beyond 
doubt, I have suggested that a defini-
tion with some precision be incorpo-
rated. If an alternative way of ex-
pressing the same thing with some 
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preCllllon were indicated to me, I 
would very gladly accept it. 

My point is this. Everyone con-
cerned, who is going to be in jeopardy 
for contravention of a new law, for 
commission of a new offence that IS 
now being created, must know when 
his liability in terms of this particular 
punitive provision begins. Similarly 
there are investigating sections, sec-
tions 248 and 249 (1) (b) which are 
concerned simply with asking compa-
nies for informatioo. I see no reason 
why it Should not be specified that In 
regard to a company, of whom infor-
mation is being asked, the embargo 
on action against its employees begins 
from the date on whiCh it receives the 
requisition to give information. It seem 
to me the simplest possible terms in 
wIUch to iDdica1.e when a particular 
IIpecific liability that is pared to a 
specific situation of an investigating 
character begins. 

'nle second "Explanation", which is 
a part from the Arst amendment, COIl-
cerns the other end of this whole pro-
cess. When does this embargo end? 
When am I free of the moratorium or 
embargo on punitive action against 
employees? Am I just to assume it 
goes on for days and days, months and 
months and years and years? Or is 
there a point of time at which I can 
aay I am out of this jeopardy? There-
fore I have suggested a very speci-
fic definition as to the point of time 
at which it ceases. 

The third part of my first amend-
ment is concerned with merely iIIdl-
eating that there has got to be an 
overall time limit on this sort 01 
thing. It should not -be indefinite. 
So i really must move these amend-
ments. I am sorry, but I think they 
are very necessary in the interest of 
these people who are most concerned. 

The second amendment which I have 
proposed concerns the question of 
appeal. I do not think it is proper 
to go on and on with this sort of mas-
mve legislation iIlvesting non-judicial 
~\&thori,ty with. final decisive power. 

I would say with areat respec~ that 
the rule of law oUiAt not to be so 
llidhtly brushed aside. Therefore, the 
amendment No.2 whicn. seeks to omit 
the words 'be final and' in page 2, 
.l.ines 20 an 21 is necessary. 

Sbrt B. B. Bbapt: I have already 
dealt with the substance of the 
amel1dments of the hon. Member. 
But since he has elaborated his argu-
ments, I would like to supplement 
only this much. It is not as if only 
during the periOd of investigation the 
company will not take action against 
its employees but it has to send to 
the Company Law Board the reasons 
for taking action against them. 
The company must know when such 
liability ·begins. I think in ordinary 
cases an these sections provide, but he 
says that the liability should be there 
only when the notice reaches. 
But as I pointed out a case, or-Iy a 
day before the Ordinance action was 
taken. Somehow or other, they come 
to know. Information through other 
ways and sources is not unknown. 
But these can be marginal CIllSes. 

in which not the bona fide of a con-
cern but the mala fide interest is 
involved. In all bona fide casel, no 
difficulty will arise. It is not the 
intention of this measure to put a lia-
bility upon the employer or company 
when they have no means of knowing 
it. 

Then he has objected to the finality 
ot the appeal provision. But here it 
goes to the tribunal whose decision-
will be final. So there are so many 
remedies open to the company. He has 
said that the decision of the tribunal 
should 110t be finaL I may tell him 
tllat even earlier, when the section 
was framed the Act provided that 
appeal from the tribunal can be only 
on points of law and not on point. 
of fact. Therefore, on that basis, 
these matters are not matters of law; 
they are matters of :tact, they cannot 
·be matters of law. ~retore, the 
decision of the tribunal has been made 
bal 
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He has raised another pOint, which 
is also in the body of his amendment, 
that a perioc;l of twelve months should 
be there for the investigation. I was 
looking through the actual investi-
gations that are in operation, and in 
al~ the cases the periOd of twelve 
months is very inadequate, DOt for the 
reasOn only that it is not physically 
possible to complete the investigation, 
but becaUSe often times the co-ope-
ftUon from ihe company is not forth-
cOJDing, and they go to courts for 
wrill etc., and the matter is kept 
}IeIlciing for two or three years. That 
is the reason why a periOd of twelve 
months cannot be accepted. When, 
an investigating body is appointed, the 
periOd is already given. Therefore, I 
am sorry I am not able to accept the 
amendment 

Mr. Deputy-Speaker: I put amend-
ment No.1 to the.:vote of the HOUEe. 

Amendment NO.1 was put and ne-
gati1.leC£. 

Mr. Deputy-Speaker: I put amend-
JIlent No. 2 to the vote of the House. 

Amendment No.2 was put and ne-
gati1.led. 

Mr. Deputy-Speaker: The question 
is: 

''That Clause 2 stand part of the 
BiD.'· 

The motion was adopted. 

Clause 2 was added to the Bill. 

Mr. Deputy-Speaker: The question 
is: 

"That Clause 3 stand part of the 
Bill.'" 

The motion was adopted. 

Cl4un 3 was lidded to the BiU. 

ill: 

"That Cloause I, the Enactin, 
Formula and the Title stand part 
of the BUi." 

The motion was adopted. 

CIa!l.8e 1. t1te E'll4Cting Formula lind 
the Title were added to the Bill. 

Shri B. B. Bhagat: I beg to move: 

"That the Bill 'be passed" 

Mr. DePIIv-Speaker: The question 
IS: 

"That the Bill 'be passed." 

The motion was adopted. 

.n~~ (iI~) : ~ 
~,~~~~~ 

151) ~ : ~ 'tiT ~ ~ l 

~CfiI'6~tu~~ I 

Mr. Deputy-Speaker: Now there is. 
quorum.. 

15.03 bra. 

DEMANDS" FOR SUPPLEMENTARY 
GRANTS (GENERAL), 1964-65. 

Mr. Deputy-Speaker: Now, we 
take up discussion and voting on the 
Supplementary Demands for Grants 
in respect of the Budget (General~ 

for 1964-65. 

DEMAND No. 53-DELHI 

Mr. Deputy-Speaker: Motion mov-
ed: 

"That a supplementary sum not 
exceeding Rs. 50,00,000 be grant-

"Moved with the' recommendation of 
the President. 


