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further sums from and out of the 
Consolidated Fund of India for the 
services Of the financial year 1963-
-64, be taken into consideration." 

The motion was adopted. 

Mr. Speaker: Now we shall take 
up clause by clause consideration of 
the Bill. 

The question is: 

"That clauses I, 2, 3, the Sche-
dule, the Enacting Formula and 
the Title stand part of the Bill." 

The motion was adopted. 

C1,auses I, 2, 3, the Schedule, the En-
acting Formula and the Title were 

added to the BiLl. 

Shri T. T .. Krishnamachari: Sir, I 
beg to move that the Bill be passed. 

The Speaker: The question is: 

"That the Bill be passed." 

The motion WCLs adopted. 

Mr. Speaker: Shri T. T. Krishna-
machari. 

Shri S. M. Banerjee (Kanpur): I 
find that the Companies (Amendment) 
Bill is coming up first. The other 
Bill-Drugs and Magic Remedies 
(Objectionable Advertisements) Blll-
is still continuing. The normal prac· 
tice is .... 

Mr. Speaker: But We had notified 
that this would be taken up today. 
My consent was also taken. We had 
to do it because it was necessary to 
take it up today. 

Shri S. M. Banerjee: I understand 
the urgency that may be there that 
the Bill has to go to the Select Com-
mittee and they have to submit the 
report by the 9th December, 1963. 
Four hours have been allotted to this 
Bill. Supposing the Members take 

interest in this and they want an 
extension of time, it will not be done. 
This will be hustled through. 

Mr. Speaker: Why does he suppose 
that? It will not be hustled through. 

Shri Bade (Khargone): Then the 
Drugs and Magic Remedies (Objec-
tionable Advertisements) Bill will be 
taken up tomorrow? 

Mr. Speaker: I cannot say that. 

Shri Bade: Two hours have been 
allotted for that Bill. 

Mr. Speaker: How can I say that? 
Shri T. T. Krishnamachari. 

12.24 hrs. 

COMPANIES (AMENDMENT) BILL 

The 1WnJ.ster Of Finance (Shri T. T. 
Krishnamachalri): Sir, I beg to 
move·; 

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

Sir, this Bill is not a simple one 
though one provision, at any rate, 
cannot cause any controversy. It 
contains four important provisions. 
The first provision is for setting up 
of the tribunal for the removal of 
persons in management of companies 
on the ba',is of findings of the tri-
bunals. The second provision is for 
the creation of a Board for the admi-
nistration of the Company Law. The 
third set of provisions relate to con-
version of loans and debentures into 
equities. The fourth provision is for 
the purpose of ensuring that invest-
ment by trusts in equities is not mis-
used by the people who operate the 
trusts. 

On the first and perhaps somewhat 
controversial subject of the setting up 
of a tribunal, I would like to say this 
that the primary object is to provide 
for the removal from office Dr of mana-
gerial authority in companies of per-

-Moved with the recommendation of the President. 
1540 (Ai)LSD-5. 
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sons who have been found to have 
given a sense of insecurity and lack 
of stability to the institution by the 
adoption of certain methods in the 
management of the company under 
their charge. And this has to be done 
'even before the expiry of the term 
(Jf office under which they have been 
appointed to that office by the share-
holders. 

It was while considering the report 
of the Vivian Bose Commission that 
the inadequacies of the present law, 
due to which persons who may be said 
to have acted in an undesirable way 
in corporate management could not 
be easily or fairly soon removed from 
positions of authority, came to light. 
To remedy the situation, powers are 
being taken by Government to remove 
such persons from their directorship 
etc. in all companies, after giving 
them a due hearing. In the manner 
these powers are used, it is of utmost 
importance to give to the public and 
to the parties affected a feeling that 
action taken und'er these powers is 
taken after careful consideration, the 
conclusions being arrived at impar-
tially without any prejudice or bias 
in favour of any person or any set of 
persons. While it is always the endea-
vour of 'the administration to follow 
this pl"ecept clearly, even so, the 
affected party is naturally bound to 
question these decisions on personal 
grounds. The remedy fOr such a 
situation is to place the decision in 
the hands of a tribunal which has a 
judicial bias. It is, therefore, propos-
ed that before Government take any 
actiOn in this regard, the tribunal will 
go into the facts of the case and record 
its findings. 

The existing provIsIons in sections 
397 and 398 of the Companies Act and 
the others that 'follow provide for the 
removal from office in a company of 
persons found to have been guilty of 
mismanagement in regard to the 
alTa irs of that company only. Sec-
tion 274 disqualifies a ·person from 

being appointed as the director of a 
company if he is convicted by a court 
fOr any offence involving moral turpi-
tude and sentenced to imprisonment 
for a period of not less than six 
months and section 336 provides for 
the ~ o  of the office at the mana-
ging agent of a company by a person 
who is convicted by a court in India. 
But under these sections a conviction 
by a court is a prerequisite. it is well 
known how difficult and long-drawn-
out a process it is to secure a convic-
tion even when a pdma facie case 
is made out. 

The procedure prescribed for effect-
ing removal of such persons from 
positions of authority is that the Oent-
ral Government, when they come into 
possession of certain facts which indi-
cate that any person concerned with 
the management of the affairs of a 
company has been gUilty of misd'eme-
anour Or negligence or default in the 
carrying out o'f his obligations and 
functions and in other circumstances 
slated in section 3BBB, would state the 
case agaInst such a person and refer 
the same to the tribunal with the 
request that the tribunal may inquire 
in to it and record their finding as to 
whether such a person is a fit and 
proper person to hold the manage-
rial office in a company. The tribunal 
will thereUPOn hear the case after 
giving due opportunities to the persons 
involved and record their findings. 
Mter receipt of the tribunal's findings 
to the effect that a person is not fit and 
proper, the Central Government will 
isaue to that persOn a show-cause-
notice asking him to show cause why 
he should not be removed from his 
position of authority. Naturally, on 
receipt Of such a notice, a person may 

~  a representation. But he shall 
not raise any matter before Govern-
ment if such a matter has been decid-
ed by the Tribunal or by the High 
Court on appeal. Then follows action 
by Government after h'earing the 
representation. The Central Govern-
ment may pass orders removing suca 
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a person from office :for a period of 
five years. 

Shri Tyagi (Dehra Dun): Removal 
will essentially be after the Tribu-
nal's verdict. 

Shri T. T. Krishnama.chari: Yea. 
There is nothing arbitrary about it. 
The Tribunal wlll have to go into it 
and if it finds that there is no case 
at all, the Government will have to 
follow other proceedings and go to a 
court if need be or not follow any-
thing' at all, and drop the case. 

The tribunal will consi,t of per-
sons who are well-versed in the field 
Of law, accountancy and company 
management. Ordinarily it is expect-
ed, ;.Ind it is also my wish, that a High 
Court Judge be the Chairman of the 
Tribunal. All the functions of the 
Tribunal might be discharged by 
Benches constituted by the Chairman 
from amongst members. The Tribu-
nal has been given powers to regulate 
its oWn proc'c'dure and the procedure 
of its Benches in all matters concern-
ing the discharge 0'£ these functions. 
To enable the Tribunal to dispose of 
any applicallUn made by the Central 
Government, in this regard, the Tri-
bunal is being vested with the powers 
of a court under the Civil Procedure 
Code in respect of various matters 
such a', inspection, enforcing atten-
danc'e of witnesses, compelling pro-
ducation of documents examining 
wi tnesses on oath etc. It' is also bemg 
given the power to authorise Dy its 
warrant a police officer above the rank 
of a constable to enter a plae'e and 
search and seize any document found 
therein. Every proceeding before the 
Tribunal will be deemed to be a cri-
minal proceeding within the meaning 
of sections 193 and 228 of the IPC 
and for the purpose at section 196 of 
that Code. 

Where a person feels aggri'eved 
with the order of the Tribunal, he 
can appeal against this order to the 
High Court within whose jurisdiction 
it has held its proceeding on points of 
law and arising out of the findings at 

the Tribunal. This disposes of what 
I consider to be, or probably what I 
expect han. Members consider to be, 
the most provocative part of this Bill. 
I do not propOse to go further into this 
matter, though I could perhaps elabo-
rate. I wilJ really sum up and say 
that the main points in regard to this 
conside,raticm are that o j ~o  i,s 
being introduced in law to deal swift-
ly and effectively with management 
of companies ~ the behaviour of 
the officers has been found to be nut 
proper. Such persons, even if they 
have committed such anti-social acts 
in respect of one company only under 
their management, will be debarred 
from being employed by other com-
panies. The affected persons will be 
given an opportunity of a fair hearing 
before the Tribunal. An aggrieved 
person will also have the right of 
appeal to the High Court. and before 
removing a person from office, the 
Central Government wiIJ give him 
due notice to explain his position and 
make a representation, Minority 
shareholders, who have now to go 
to the High Court under sections 
397!398 when they feel that their 
ted by the conduct of the manage-
ment, will h3ve a less expensive and 
less cumbersome methOd of dealing 
with this matter and getting quicker 
relief by filling and application before 
the Tribunal. 

The second proposal is somewhat, I 
should think, an innocuous one. The 
Company Law Administration has 
been managed as a department with 
a Secretary. At the time the original 
amendment of the company law was 
undertaken about eight years ago, 
there was a question of a statutory 
commission or a statutory board, but 
on further consideration Government 
had suggested, and the House had 
approved it, that this was not neces-
sary. Recently it has been felt that 
the administration of the company 
law should be carried on in the same 
manner as other administrative orga-
nisations in Government, particularly 
in the Finance Ministry, by means of 
a Board. The Finance Ministry has 
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experience of bO'ards functioning with 
regard to revenue matters where 
quasi-judicial powers are exerised by 
them, and it is felt that it will be 
better for two Or more persons to 
deal with these matters than one 
person only. Naturally, pOlicy con-
siderations will come before the Secre-
tary to Government, and it is the prac-
tice in the Finance Ministry that these 
considerations are disposed of not by 
one, but by more than one Secretary 
who deals with general economic 
policy. 

The board will also facilitate some 
additional work that the Company 
Law Administration might undertake 
without prejudice to its own duties: 
namely the question of control of 
stoc exchanges. It is now being done 
by one Controller outside the Com-
pany Law Administration. The 
Administration itself is quite compe-
tent to deal with (his matter, WIth 
one person to direct it from the top. 
So, all these matters of convenience 
have made Government bring forward 
a proposal that the company law 
should be administered by a board of 
not more than five persons with a 
Chairman and that it should carry 
out the work delegated to it by Gov-
ernment. As I said, policy matters 
will be considered at a higher level 
where necessary; otherwise, the board 
will be fairly free to carry on the 
duties that have been delegated to it. 
That is one of the proposals here. 

Shri Tyagt: Totally delegated, that 
means to say Government cannot 
interfere? 

Shri T. T. Krishnamachari: 'I1he 
authority that delegates power has 
always got the reserve power. In fact, 
when the Bill is taken up for consi-
deration, I propose to submit to the 
H;ouse that the word "entrusted'\ 
Which might raise some doubts might 
be changed to "del'egated". ' 

There are two other provIsIons 
Which, I am told, have attracted some 

attention. One is: under section 81 ot 
the Companies Act, a company is 
under an obligation, when it proposes 
to issue further capital, to offer such 
capital to its own shareholders. It 
any variation is to be made, it is Lo 
be made by means of a meeting of the 
shareholders. In regard to ~  

stock or loans which are convertible 
into shares at the option of the deben-
ture holders or lenders this restric-
tion will not apply, if' the terms of 
ISSU'.; of such debenture or loan include 
a term for conversion of the loan into 
shares-that is, what is called conver-
tible stock-and this has to be approv-
ed by the shareholders. While this 
position may be sound in regard too 
joint stock companies that eome into 
the market for issue 0'1 convertible 
debentures Or convertible loans, 
slightly different is the case of finan-
cial organisations which would like to 
take convertible stock for advancing 
loans instead of making a straight 
loan or taking debentures. In fact, 
th2 International Finance Corporation, 
which is an adjunct of the World 
Bank, invariably puts in a condition 
that their loans enable them under 
certain circumstances, to o ~  part 
of the loan into shares. But a group 
of shareholders, for reasons of their 
own, can withhold the passing of a 
special resolution and thwart tire 
efforts of the management to obtain 
the loan as convertible stock from 
recognised financial institutions like 
the ICICr. IFC and international fin-
ancing bodies like the Commonwealth 
Development and Finance Corporation 
and the International Finance Corpo-
ration. Therefore, the attitUde of the 
minority stockholders might impede 
the flow of funds for industrial 
development. 

In fact, I would like to remind the 
Holl's" that as early as 1952-53, when 
I had the privilege of being in charge 
of Commerce and Industry in this 
Government, we had to amalgamate 
by law two steel companies now called 
the Indian Iron and Steel Co. Because, 
the shareholders did not like to amal-
gamate. If we had not done so, that 
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industry which is now producing a 
million ingot tons of steel in a very 
efficient way could n'C!ver have func-
tioned. It was done a'fter the recom-
mendation of the Tariff Commission 
that they should be amalgamated. So, 
Government's action in this regard is 
not always to the detriment Clf the 
company or of the shareholders. This 
fact has got to be borne in mind while 
considering the particular provrsioll. 
III the opinion of Government also 
when it lends money to joint stock en-
terprise'S such loan is, in the context 
of the present thinking, capable of 
being converted into equity capital. 

Shri Tyagi: Non-violent method of 
converting private sector; very good. 

Shri T. T. Krishnamachari: Pro-
gressive thinking is generally not for 
outright loans by Government to pri-
vate 'enterprise. It is felt that Govern-
ment should have a right, where it is 
necessary and desirable, to convert 
its loans into participating capital and 
the provision here will enable t!le 
Government to do so. It is, th'erefore, 
being provided that the' issue of con-
vertible stock to Government and 
other financial, organisations can be 
made by companies when the terms 
of the conversion are included in the 
loan agreement or loan debentures 
and have been approved by the Cent-
ral Government. Where loans have 
been made or are going to be made 
by Government to joint stock compa-
nies even if such loan agreements ClO 
not provide expressly or explicitly for 
such conversion, Government should 
have the right to direct such conver-
sion of such loans on terms which are 
fair and equitable, Where such terms 
are not acceptable to the company, the 
right of appeal jg being provided to 
High Court in regard to the terms of 
conversion, 

I do not propOse to labour this point 
further, I will come to the last point, 
namely, voting rights Clf trusts. While 
Government have no intention to 
interfere with the position of trusts' 
equities, it has often hap:pened that 
certain types of trusts hold large 

amounts of equities and the people 
who arc in management Of these trusts 
use thOSe cquities for the purpose of 
having control. Various provisions 
that we have in regard to limitmg 
the amount of control by excessive 
accretion of equity capital in the 
hands of any single group of persons 
are all defeated by th'c 'fact that these 
shares are held by trusts undoubtedlY 
wtcnded for good purposes but inci-
dentally being used for the purpose of 
~ g their control over the com-

pany. I have no intention to labour 
this point because it is clear. In fact, 
my hon. friend Shri Tyagi, as Chair-
man of the Direct Taxes Administra-
tion Enquiry Committee has drawn 
attention to this fact of trust funds 
being invested and utilised for fur-
th'ering donor's bU',iness interests. The 
provision now is that in the case of 
such trusts where the clear intention 
is known-it is not overaU charitable 
or educational trusts-Government i'f 
it so desires may appoint a person to 
exercise the voting rights in order to 
safeguard trust's rights attached to 
such shares and the trustE'es shall not 
exercise their voting rights, The 
amendment exempts genuine trusts 
created for safeguarding family inter-
ests Or charitable or educational trusts 
and where the amounts invE'sted in 
the shares of any single company by 
trust exceeds one lakh of rupees, the 
operation Of the law comes in. 

Shri Prabhat Kar (Hooghly): How 
will you differentiate? 

Shrl T. T. Krishnamachari: The 
differentiation is mention'ed in the 
Bill itself. An officer appointed by 
the Central Government would be 
entitled to receive all book;, all 
notices of th'e meetings, copies of the 
resolutions and accounts and other 
documents as if he was a member of 
the company and he will use his 
proxy for the benefit Clf the company's 
general interest rather than for the 
benefit of any particular individual 
concerns, 

Apart from these fOur main provi-
sions, the Bill also seeks to introduce 
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a concept of public interest. Under 
those provisions of Companies Act 
where minority shareholders or the 
Central Government have been given 
powers to apply to the court for pre-
vention of 0ppl"ession or mismanage-
ment by the provision of the amend-
ing Bill, it will now be possible for the 
Central Government to move the 
Court under sections 397 and 398 of 
the Companies Act or to tak" action 
to appoint two directors under section 
408, sou motu on grounds 0'£ public 
interest ond not merely where com-
pany' s ~  are being conducted in 
a manner prejudical to the interest of 
shareholders. 

Members may want to know why 
this Bill does not seek to implement 
the recommendations of the Vivian 
Bose Committee or the Daphtari-
Shastri Committee for amendment of 
the Companies Act. The reason is 
that the Bill is a short one providing 
for matters which are of an urgent 
nature and Government dO not want 
the progress to be held up or delayed 
by including too many provisions in 
it. Those recommendations will be 
duly incorporated in a comprehensive 
document and an amendment will be 
placed befOI"e this House, I presume, 
in the next session. In that Bill we 
will endeavour not only to block the 
existing loopholes but to satisfy the 
desire to simplify the law relating to 
:loint stock companies and make it 
more comprehensive. 

I will say, Sir, a few words if I am 
permitted by way of some general re-
marks. As I said, we see in the Press 
some comments; »ome comments are 
favourable· SQID'e are UIl'favourable. 
It IS ~ that issues may be raised 
on matters which are not wholly 
germane to this Bill. I would like to 
say that while I have no intention at 
the moment of making any statement 
on behalf of Government on economIc 
policy, the point to be underlined is 
that we have, the Government have, 
certain responsibilities which have to 
be undertaken not only because of the 

pOlicy to which we are wedded, name-
ly, for bringing into being an economy 
wmch i's self-generating but one which 
WIll make life for everyone; in this 
country something worth living. That 
IS the major objective. We call it a 
socialist economic pattern that is to 
be produced. 

8hri Daji (Indore): A new defini-
tion of socialism. 

Shri T. T. Krishnamacharl: I am 
not going to controvert the han. Mem-
ber's statement; he belongs to a dif-
ferent schOol and his bible is differ-
ent from mine though I know what 
his bible is and he does not know 
what i';; mine. 

While we have to undertake these 
measures, we have to undertake simi-
lar measures not so much 'for putting 
a check on growth but more for safe-
guarding the basic factors necessary; 
there is nothing done to prevent 
growth. The private sector might say 
that this is one other chain forged 
around them. But one thing is quite 
clear. The private sector has to 
operate within the framework of the 
economic structure that we are con-
templating. Hon. Members will have 
opportunities bE'fore long to consider 
the mid-term appraisal of the Plan-
ning Commission which will be placed 
before the House; it significantly says 
that the growth has been slow. In 
fact in this document which ~  been 
sent to us by the World Bank in whICh 
they make an appraisal of the econo-
mic position in this country, certain 
factors are pinpointed. Nobody can 
say that the World Bank is un'favour-
able to the private sector. While the 
World Bank is not unfavourable to the 
private sector, it has also certain obli-
gations, namely, there should be eco-
nomic development all round and the 
life of the individual has to be marie 
something which is worth llvin;(. 
Speaking about one industry. namely, 
the textile industry, the World Bank 
report says that the industry itself is 
primarily to blame for the delays in 
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carrying out modernisation schemes, 
and for having paid insufficient atten-
tion to ploughing bClck the profits to 
reinvestment. Of course. they say that 
mod'ernisation of the Indian textile 
industrv is a formidable undertaking; 
the dimension of it is Rs. 800 crores. 
Whether it is tExtile industry or the 
woollen industry or even jute for that 
matter, they do mention substantial 
!>ums which have not been utilised. 
Today, the position of the textlle in-
dustrv is such that modernisation 13 
becoming a very big problem. It 
means a lot of capital necessary for 
that purpose. Even :nOre necessary is 
for Us to find out the capital for 
making th'e machinery for the purpose 
of modernisation. I have been told 
by the World Wool Federation people 
that at least a sum of R!>. 12 crores 
will have to be invested in the woollen 
industry in order to make it effici£:nt. 
That means again the modernisation 
of the plant. It is so in re-
gard to th'e jute indUstry. There-
fore, I would like to state 
in short that the particular proposals. 
I have made should be read in the 
context of the Government's desHe to 
enlarge the scope Of assistance to the 
private sector in sO far as they are 
in the management of certam sds cf 
industries, and the development of 
those industries to which priority is 
assigned by our Plan. 

In the absence dt the powers that 
we are now seeking to assume, it 
would not be possible for Government 
Or the public S'ector ~ g  to 
play a constructive role in the deve-
lopment of the private sector. and at 
the same time, to ~  ~  ends that 
we have in view. Therefore, indus-
trial development is no longer the pri-
vilege of any particular section in this 
country. It is no longer a question of 
adding a few crorm; of investment to 
this industry or that industry. Tt is a 
question primarily of investment of 
crores of rupoees, hundreds of them, in 
basic industries on which alone we 
can rely fOr fulfilling our a,piratlons 
for an economically independent and 
.. elf-reliant India. Therefore, the 
objective of this measure is to make 

Us lend enough money for the private 
sector where we are to brow, to deve-
lop, to modernise with their . ~ .  

and become efficient, ~ .  we do 
not subscribe to the theory that tht!y 
should not be helped, for, after all, 
there is only one sector in the CDul"-

try, and that is the llational stctor. 
Every individual in t.his country own. 
every bit of property that belongs 
to the State and to individuals ~ , 

and that should be used for the better-
ment of the individual in this cO.llJ-
try. Having this in view, we have 
framed these provisbns sa :hat Gov-
ernment can come forward perhaps in 
a bigger way to help the industries 
to grow. And we cannot do that un-
less the monies of the peopl'e of this 
country are safeguarded, unless we 
know that the money is going to be 
used for proper purposes and any ex-
penditure contributes to growth. That, 
Sir, is my justification for introducing 
this Bill before the House. 

Sir, ,1 move. 
Mr. Speaker: Motion moved: 

"That t1iIe Bill further to amend 
the Companies Act, 1956, be taken 
into consideration." 
I find there is an amendment by 

Shri Morarka. He may move his 
amendment. 

Shri Daji: Before he moves his 
amendment, I want to raise a point 
of order, and await your ruling which 
you, in your wisdom, may be pleased 
to give. I would like to know whe-
ther the Rules of Procedure permit 
that a Bill which has been intro-
duced and which has been partly 
discussed can be suspended and a 
fresh Bill be taken up for considera-
tion. Yesterday, one Bil! was discu-
ssed on the fioor of the House, and 
can we cut across and introduce a 
new Bill? I do not know of any 
r1tle which permits that. That BiII 
wli.s being discussed, and we now 
cut across and discuss another Bill. 

Mr. Speaker: The House is supreme 
and if the Minister gives notice we 
can take it up. I do not know what 
difficulty there is. 
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Shri Hari ~ o Kamath \nush-
ang8lbad): As far as I am aware--
I am open to correction-when a 
Resolutiaon or a Bill has been part-
discussed, a formal motion has to be 
moved by the Member or the Minis-
ter concerned to the effect that' the 
debate on that subject might be ad-
journed, and only then another Bill 
can be taken up, and not otherwise. 
There is no such motion as far as I 
am aware. 

Mr. Speaker: do not think 
that has been the rule, that first we 
must postpone the discussion by a 
formal motion to that effect and then 
only take another Bill. There have 
been instances where, when a Bill has 
been - ~  and the debate 
had not been completed and somethL"lg 
important had come up, we .took it 
up. We can do that, and there is no 
harm in it. Anyway, 1 shall 100 in-
to it and find out. 

Shri Tyagi: In such cases perhaps 
the House could be taken into con-
fidence, and the consent of the House 
might be obtained by the Speaker. 

Shri Daji: May I submit that when 
We were discussing the Bill about 
Land Acquisition or Compulsory De-
posit Scheme, it was sought to be 
postponed, and we went through all 
the rulings, and found that the only 
procedure permitted was a formal 
motion for postponement to a 
future date should be made, and only 
then We could take the other sub-
ject. 

Mr. Speaker: That might have been 
the desire of the Minister at that 
time. 

Shri Daji: Not the Minister. Shri 
A. P. Jain and myself tried to get 
a postonement of that ~ o  ior 
getting the Attorney-General's oPi-
nion, and you were pleased to rule 
that it could be obtained. Here, a 
fresh Bill is being taken up, with-
out a motion for postponement of 
the discussion on the other Bill. 

Mr. Speaker: Every ~ o  that 
is taken or a ruling that is given 
applies to the circumstances that· 
exist at that l'articular moment. That 
was under discussion that day; we 
were proceeding with that, and some 
objections were taken that we must 
have the opinion of the Attorney-
General. When that was the point, 
certainly I said that it might be done 
by a formal motion that further 
discussion might be postponed. 

Shri A. P. Jain (Tumkur): May 1 
say a word about it? At the time 
when you gave the ruling, the main 
argument was that there cannot be 
two motions before the House at a 
time, and therefore you said that be-
fore the second motion was taken up 
there must be a formal decision about 
the postponement of the first one; 
namely, that the discussion of the 
first motion be adjourned. I think 
that analogy applies to this case also. 
If there is· already a motion undel" 
discussion before the House, the 
second motion can come up only 
w!u:n the first motion has been for-
mally adjourned. 

Mr. Speaker: I shall get the recod 
and decide as to what should be 
done. 

Shri Hurl Vishnu Kamath: I sub-
mit the same rule-I hope you will 
agree-should apply to the Treasury 
Benches as well as the private Mem-
bers. I recollect a revolution in the 
provisional Parliament which I had 
moved with regard to the destitute 
political sufferers and it was part-
discussed. Some· friends in the Con-
gress Party wanted that the next 
Resolution should be taken up. Then, 
the then Speaker or the Deputy-
Speaker ruled that it could 110t be done 
unless there was a motion that the 
discussion on the Resolution be ad-
journed, and that only then the next 
one could be taken up. 

Mr. Speaker: I have ask£d for the 
papers. Let me consult and then 1 
will see what should be done. I am 
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reminded of ,.ome such words as 
have been quoted by Shri A. P. Jain. 
Shri Morarka will now move hi:; 
amendment. 

Shri Morarka (Jhunjhunu): Sir, 
beg to move: 

That the Bill be referred to a 
Select Committee consisting of 18 
members, namely: 

Shri S. V. Krishmamoorthy 
Rao, Shri Ramchandra 
Vithal Bade, Shri S. M. 

Borooah, Shri Sachindra 
nath Barua, Shri P. C. 

Borooah, Shri Sachindra 
Chaudhuri, Shri Indrajit 
Gupta, Shri R. K. Khadil-
kar, Shri T. T. Krishna-
machari, Shrimati T. 
Lakshmi Kanth3.mma, Shri 
M. R. Masani, Shri P. 
Muthiah, Shri C. R. Raja, 
Shri Sidheshwar Prasad, 
Shri G. G. Swell, Shri 
Mahavir Tyagi, Shri Amar 
Nath Vidyalankar and Shri 

R. R. Morarka, 
with instructions to rep' rt by thc 
9th December, 1963. 

This Bil!, the consideration of 
which was moved by the hon. Finance 
Minister just now is not so simple, 
and more so, it is not so non-controver-
sial, as the han. Finance Minister has 
said. I agree that most of the pro-
visions-three out of the four-are 
non-controversial, but the one con-
cerning the constitution of the tribu-
nal is a very unportant and a very 
novel provision, and it requires a 
careful scrutiny at the hands of this 
House. 

H is said that this Bill is introdu-
ced because of the experience of the 
Vivian Bose Commission. The Vivian 
Bose Commission itself was a spe-
cial tribunal and it was not the bench 
of an usual High Court or any other 
court. Even though it .vas II spe-
cial tribunal, still it took that 
much time. Time is, no doubt an im-
portant factor .and in certain cases 
expeditiousness is very essential. But 

I submit that expeditiousness and 
quickness of justice cannot be second 
at the cost of fundamental principles 
of natural justice. The hon. Minister 
said that he is going to constitute .a 
tr" ::131 consisting of members, the 
Chairman of whom would be a man 
with a judicial ·hias--either a High 
Court Judge or a retired High Court 
Judge or a person fit to be a High 
Court Judge. The other members of 
the tribunal would be persons ex-
perienced in matters of accountancy 
and busineSs g ~ . That is the 
proposed tribunal. 

13 brs. 

What are the actual powers given 
to this tribunal under this Bill? A 
tribunal so constituted can dispose of 
the work by constituting itself into 
different benches. Each bench can 
consist of one or more members out 
of the tribunal comtituted by the 
han. Finance Minister It is qUite 
possible that the tribunal may consist 
of a member who is an expert in 
matters of accountancy Or anotheI 
who is expert in busineso management. 
Can a person who is an expert in 
matters of accountancy dispense 
justice to the person aggrieved, who 
comes before the tribunal? The fun-
ctions of this tribunal are that 
powers now conferred on a High 
Court or District Court would be ex-
ercised by this tribunal. When those 
functions are entrusted to this tri-
bunal, the High Court or other courts 
will not interfere. Sir. this is a vital 
matter which concerns the funda-
mental right of the citizens and I 
want your attention. By submitting 
the Bill to a Select Committee, I 
want to know whether the Select 
Committe would have a right to ex-
amine certain other matters also not 
caused by the provis;oCls in the Dill 

I was faying that the functions of 
the tribunal are those which are per-
formed today by the High Courts and 
District Courls. If you kindly look 
at section 10 of the existing Com-
panies Act, you will find that those 
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powers are given to the High Court 
and only certain powers moe given 
to the District Court. The distinc-
tion was clearly made that certain 
powers would be exercisable by the 
High Court only and not even by the 
District Court. The District Judge 
is undoubtedly a peson with a bigger 
judicial bias and a bigger judicial 
mind than a person who is an expert 
in matters of accountancy or busi-
ness management. Section 10 of the 

.existing Act reads thus: 

"(1) The Court having juris-
.diction under this Act shall be-

(a) The High Court having 
jurisdiction in relation to the 
place at which the register-
red office of the company 
concerned is situate, except 
to the extent to which juris-
diction has been ronferred on 
any District Court or ~  
Courts subordinate to that 
High Court in pursuance of 
sub-section (2); and 

i(b) where jurisdiction has been 
so conferred, the District 
Court in regard to matters 
falling within the scope of 
the jurisdiction conferred, in 
respect of companies having 
their registered offices in the 
district. 

(2) The Central Government 
. may, by notification in the Official 
.Gazette and subject to such res-
trictions, limitations and conditions 
as it thinks fit, empower any Dis-
trict Court to exercise all i,r any 
of the jurisdiction conferred by 
this Act upon the Court, aot being 
the jurisdiction conferred-

(a) in respect of .~oo  
generally, by sections 237, 391, 
394 and 397 to 407, both Inclu-
sive .... 

The point to remeber is that even 
while confeITing jurisdiction on the 

District Court, the Parliament was 
careful not to confer t:wt jurisdiction 
in J"espect of certain sections. Here I 
am particularly concerned with the 
provisions of sections 397 to 407. 
Parliament felt that these powers or 
jurisdiction in respect of these sec-
tions must ebe exercised exclusively 
by the High Court and not even by 
the District Court. Now that jurisdlC-
tion is being sought to be conferred on 
this tribunal which can consist of a 
single member who may be a person 
having expert knowledge in accoun-
tancy or business manage'lTlent. That 
is not all. 

There is no appeal over the find-
ings of the tribunal, except on a 
question of law. On a question of 
fad, the tribunal's verdict would be 
final. 'I1ha t was not so II' the case o! 
High Courts. There, the whole mat-
ter was appealable to the Supreme 
Court. I do not know why such 
drastic powers are taken. What is 
the safety of a ·person whose case is 
submitted to the tribunal? If by 
error-it may not be deliberate-
the tribunal finds that the person is 
unfit to conduct the af!'mrs Of a com-
pany, for 5 years he is disqualified. 
It is a serious maltter. It is not a 
question of rupees, annas, pies, but a 
question of permanent disqualifica-
tion incurring a stigma in one's care-
er. In such a case, one cannot be at 
the mercy of a person who is an ex-
pert in matters of accountancy. 

Let me invite your attention to 
some provisions of this Bill. First of 
all, I would refer to clause 8 which 
seeks to introduce a new section 
388B, which says "Where in the 
opinion of the Central Government, 
there are curcumstances sugges-
t\ng. , .. " etc. Before I go further, 
let me make one point clear This 
phrase began by saying "where the 
Central Government is convinced .. " 
Then it came down to "Where the 
Central Government have reasons to 
believe. , , . ". Then it came down 
further to "Where the Central Gov-
ernment is of opinion ... ," Now it 
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says "Where there are circumstances 
suggesting .. " I want to point out 
how the responsibility of the Gov-
ernment is watered down, while on 
the other hand my right {o go to the 
court-to go to the Hi£h Court, 
which is certainly not a creation of 
myself Or of any interested pal'ty-
IS ·being taken away. It is not a 
question of conferring any favour on 
me. My fundamental right of &Oi'lg 
to the court, when you are charging 
me with something, is being deprived 
and I am asked to be judged by per-
sons expert in matters of :lccountancy 
I submit that this is depriving me nf 
my fundamental right to seek justice. 

Clause 8 says: 

"(a) 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, neg-
ligence or default. ..... " 

FraUd and misfeasance, I understand. 
But what about negligence and de-
fault? If I do not file my annual 
balance-sheet with the registrar in time 
I commit a default. If I do not pay 
the call money in time I commit a 
default. If I do not file the returns 
of directorship I commit a default. 
Therefore, on all these grounds am I 
to be taken to the tribunal, and is 
the tribunal free to say I am n'Ot a 
fit person to hold office in the manage-
ment? I think a distinction should bOo! 
made between a serious offence, bet-
ween a default which amounts to an 
offence and the trivial day to day 
routine matters. 

An Hon. Member: Technical offen-
ces. 

Shri Morarka: Yes, technical offen-
ces, as my hon. friend puts it. There' 
are 639 sections in the Company 
Law. It is more than possible that 
many of the government companies 
and the officials there have committed 
such defaults. Are they going to be 
produced before this tribunal, and are 
they going to be judged by them? 

Then, take (b). It says: 

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

Who is to judge that? What is 
"sound business principle"? What is 
"prudent commercial practice"? Is 
that to be judged by this tribunal th( 
expert in acC'ountancy? This ~  
tant, wherever you may put him, b 
bound to have mentality of finding 
fault. I am not saying this just tc 
win a debating point. You have the 
analogy of the Income-tax Tribunal. 
In every Income-tax Tribunal, along 
with the accountant member they ne-
cessarily put a law member, and that 
law member invariably is the chair-
man of the Tribunal. There the con-
sequences are n'at so serious. There a 
person is not debarred Or disqualified 
for fiVe years from doing any busi-
ness. 

Shri Tyagi: Benefit of doubt 
given. 

8hri Morarka: To whom? 

·Shri Tyagi: To the accused. 

8hri Morarka: Now, take (c), 
says: 

"that a company is or has )j('en 
c'onducted and managed by such 
person in a manner which is like-
ly to cause, Or has caused, 
serious iniury or damage to the 
in terest of the trade, ind ustry or 
business to which such company 
pertains; or" 

is 

It 

I agree thnt this is a proper and valid 
ground on which a matter could be 
referred to a tribunal. If anything, 
if any activity 'Of a company lTIJures 
the gpneral trade of the country or 
public interest, surely it is a fit case 
to be sent to the tribunal. 

Then I come to (d). It says: 

"that the business of a company 
is or has been conducted and 
managed by such person with 
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intent to defraud its creditors, 
members Or any other perrons or 
otherwise for a fraudulent or 
unlawful purpose or in a lD.anner 
prejudicial to public interest, ...... 

Now, Sir,what is a "public interest"? 
Take, for example, the case 'of a 
company which is carl1Ying on the 
mining operation in a mine. It has a 
lease for five years. The interest of 
the company or the shareh'olders re-
quires that the mine should be work-
ed properly and intensely and as much 
ore as possible must be taken out, 
whereas the public interest may re-
quire that there should be conservalion 
of resources, that there should be no 
slaughtering of the mine that 
there should be certain rules and 
regulations obsreved. There are 
many cases where there could be 
legitimate conflict between the in-
terest of the company or the interest 
of the shareholders on the one hand 
and the public interest on the other. I 
agree that the affairs of the company 
sh'ould be conducted in the larger 
public interest. But, then, what is 
the guarantee that I would not be 
hauled up for not carrying on the 
business according to sound business 
principles and prudent commercial 
practice? 

Therefore my point is this, that all 
these o~  grounds on which I am 
going to be sent fa the tribunal to be 
judged and get a vedict are some of 
them at any rate rather trivial and 
some of them are inconsistent with the 
interest of the company. In any case, 
the constitution of the tribunal leaves 
much to be desired. The tribunal 
should not consist of less than three 
members at least one of whom must 
be a person of the status <1f a High 
Court judge. Then, the decision of 
the tribunal should be appealable not 
only on a question of law but also on 
a question of fact. 

An Ron. Member: Appealable to 
whom? 

Shri Morarka: Appealable to the 
Supreme Court, if yOU like, or appea-
lable to the High Court, but certain-
ly not appealable to another branch 
of the same tribunal. 

On this point, may I say, no case 
has been made out either in the State-
ment 'Of Objects and Reasons or in 
the speech which the hon. Finance 
Minister was pleased to deliver here, 
that for want of this provision and 
due to delay many cases have suffer-
ed. All the matters which the 
Vivian Bose Commission examined in 
detail related to the period before 
1956. In 1956, we had a major amend-
ment of the Company Law. The 
entire Company Law was re-written 
then. Then the hC\J1. Finance Minis-
ter who was then in charge of this 
Department appointed another com-
mittee known as the Shastri Com-
mittee. On the basis of the report 
of that Shastri Committee the Act 
was again amended in 1960. Now the 
hon. Finance Minister says that an-
other major amendment is c'oming in 
the next session. If that is so, why 
not have the whole amendment at one 
time? What is the necessary of 
constituting this tribunal with such 
wide powers, in such an unsatisfac-
tcry manner and in such a great 
hurry? It betrays one thing. This 
Bill, you would be surprised to know, 
ctoes not impose any additional duty 
or obligation on the company manage-
ment. Let us be clear about it. It 
does not require any more duty or 
obligation to be performed by the 
directors managers, managing agents 
or mana'ging directors or anybody of 
that type. It mainly docs only one 
thing. That is, it deprives the High 
Courts of cerL"in rights and It vests 
those rights in a tribunal. 

Why is there this distrust in the 
High Courts? If you say that the 
High Courts take too much of time, 
surely a way could be found 'out by 
constituting spccial Company Law 
Benches in the High Courts. I be-
lieve in some of the High Courts there 
are Company Law Judges dealing 
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with only company matters. Any 
other remedy for the expeditious dis-
posal 'of company matters could have 
been devised. Why should we give 
up the regular machincry that exists 
in this country for dispensing justice? 
Why should we have this ad hoc tri-
bunal? Would it not be possible for 
any ministry which decides that 
something should be outside the pur-
view of the Supreme' Court or the 
High Court to conslitute a tribunal for 
the administration of a particular Act 
and say that no appeal shall lie with 
the courts, even on a matter of law 
leave alone a matter of fact, and 
that the verdict of that tribunal shall 
be final? Is this a healthy thing, I 
ask. Is this a healthy practice 1'0 
curb the powers of the Supreme Court 
and the High Courts and giving those 
powcrs to the executive to constitute 
a tribunal and have the matters adju-
dicated by the tribunal and make 
those things non-appealable? 

Sir there arc a fcw other points 
in o~ ~  with this trib'mal. The 
tribunal has p'owers or is being given 
powers is to remove a disqualification 
imposed on a person undcr section 
203. But the tribunal is not being 
given the power to remove a disqua-
lification which would be imposed by 
the Govcrnment in pursuance 'of the 
findings of the tribunal. If a tribunal 
finds that a person is not a fit person 
and the Government, on that finding, 
imposes a disqualification of five 
years,-I do not think the Govern-
ment, under the existing prOVIsIon, 
can imp'Ose a lesser disqualification-
it will remain. This tribunal has no 
power to remove that d;sQualification. 
The findings of the High Court could 
be changed by this tribunal, but the 
findings of the executive, the Gov-
ernment could not be changed. I 
think it'is a pitiable lacuna which 
should be removed. 

Shrl T. T. Krlshnamacharl: There 
is an appeal to the High C'ourt. 

Shri Morarka: It is only on a ques-
tion of law. Assuming for a moment 

there is no question of law involved, . 
what happens? 

Then I come to another point. The 
new provision which the hon. Minis-
ter is incorporating in the Act by 
section 153A, sub-clause (3), reads as 
follows: 

"Is a trustee contravenes any 
provision of this section or makes 
any statement in the declaration 
which is false and which he 
either knows or believes to be 
false or does not believe to be 
true, he shall be punishable with 
imprisonment for a term which 
may extend to three years and 
also with fine." 

So, impris'onment is compulsory and 
it may extend up to a period of three 
years. A person failing to supply 
information, or make disclosures, be-
comes guilty according to this scheme. 
This power to judge him c'ould be 
conferred On the tribunal. In other 
words, the tribunal would be in a 
position to sentence a person to a 
term of imprisonment extending up to 
three years, and that tribunal may c'Dn-
sist of a perSOn who is an expert 
in the methods of accountancy. 1 
think this is a very very radical 
departure and I think you arc placing 
the entire matter in the ha.nds of 
people who, to sav the least, arc not 
competent to decide matters involving 
pers'onal liberty, freedom, security of 
the people etc. 

Then, may I invite your attention 
to some other sections in the existin).; 
Act? Sections 397 to 407 are ir,· 
eluded in Chapter VI and the scheme 
is that whenever a. shareholder, or ! 
group of them, allege that the affaim 
of the company are conducted in II 

manner oppressive to the minority, 
certain remedies are provided. Simi--
larly, when mismanagement is alleg-
ed, other remedies arC' provided. 
But the remedy is to go to the High 
Court, and for that not less than 10 
per cent of the sharch'olding is re-
quired. This qualification is only to 
prevent frivolous applications by a 
few disgruntled shareholders. The 
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scheme also provides for a notice to 
be given to Government etc. Section 
401 gives Government the power to 
refer such cases to the High Cow-t 
suo motu. Sections 397 and 398 refer 
to the powers of the shareholders 
and section 401 refers to the power vf 
the Government to refer to the 
High Court. But the deciding 
authority in both the cases is the 
High Court. Under the new scheme, 
the deciding authority would be the 
tribunal. Government creates a tri-
bunal, appoints different persons to it, 
and the Government itself, without 
anyb'ody's complaint, suo motu refers 
the matter to the teribunal under 
section 401. Under such circumstan-
ces, it would be very embarrassing for 
the tribunal, particularly when it con-
sists of only one person, an expert in 
accountancy or business management, 
to take a judicial view of the whole 
case. The Government's OWn p"owers 
in such cases are contained in sections 
408 and 409. which are different "lnd 
are contained in a different chapter al-
together. 

On the one hand, there is a demand 
for separation of judiciary from '.he 
executive and, on the other hand, we 
find that the judicial functions are 
more and more taken 'over and con-
centrated in the hands of the exe-
cutive. I hope the hon. Finance 
Minister would give very careful =on-
sideration to these points and would 
get the whole matter re-examined in 
the light of some of the difficulties 
which I have ventured to submit here. 

Then, secti'on 388E curbs the right 
of appeal. What. I cannot understand 
is why there is duplication of this 
provision. Of course, it is only a 
drafting point. This is a mere dup-
lication. of section 10D, which says: 

"0) Save as otherwise provided 
in this Act, an appeal shaH 
lie only on questi'ons of law 
arising out of any decision, 
finding or order of the Tribu-
nal to the High Court having 
jurisdiction in relation to the 
place at which the registered 

office of the company con-
cerned is situate. 

(2) Every such appeal shall be 
heard by a Bench of not less 
than two Judges of the High 
Court. 

(3) Every such appeal shall be 
filed within the period of 
sixty days from the date of the 
decision, finding or order of 
the Tribunal: 

Provided that the appeal may be 
admitted after the expiry (If 
the aforesaid period if the 
appellant satisfies the High 
Court that he had sufficient 
cause for not preferring the 
appeal within that period.". 

Now, section 388E appears on page 
9 of the Bill. 

Mr. Speaker: The hon. Member Is 
moving an amendment for reference 
of the Bill to the Select Committee. 
So, he need not take all ,ne minutest 
details of the clauses at this stage. 

Shri Prabhat Kar: It is rather a re-
quest to the Finance Minister to with-
draw this Bill, instead of referring it 
to the Select Committee. 

Mr. Speaker: The motion is for re-
ference to the Select Committee. So, 
the stress should be on the point that 
there are so many aspects to be con-
sidered in detail which canot be done 
in the House and so they should be 
considered by a Committee to be 
appointed by the House. 

Shri Morarka: Sir, I am trying to 
say why this Bill should be referred 
to a Select Comm1ttee and what are 
the points which the Select Committee 
should look into. 

Shri Indrajit Gupta (Calcutta South 
West): Terms of reference. 

Mr. Speaker: That is all right. In a 
broad way, he can give his sugges-
tions, but he need not go into the 
minutest details. That was my point. 
In a summary way he can suggest that 
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such and such clauses should be gone 
into further because the effects of 
suC'h provisions are such and such. 

Shrl Morarka: The point is t'hat the 
provisions which are contained in the 
Bill require careful consideration and 
scrutiny, particularly the provisions 
relating to the constitution of the tri-
bunal 

Mr. Speaker: There is one thing 
which I want to mention. In the be-
ginning of 'his speech, he drew my at-
tention and said that I should give 
a direction to the Select Committee 
that it should go into some other 
clauses also. 

Shri Morarka: I am coming to that. 

Mr. Speaker: But he has not sent 
a motion to that effect. It should be 
done by moving an amendment that 
the SelE'ct Committee should be aut-
horised to go into some other provi-
sions. It cannot be done by my direc-
tion. It should be by a regular 
motion, by an amendment. 

Shri Morarka: With great respect, 
want to submit that the Speaker 

generally gives directions, if he is satis-
fied, that the Select Committee should 
go beyond the scope of the Bill and 
examine certain other provisions .and 
for that no particular amendment is 
needed. At the time of referring the 
Code of Criminal Procedure (Amend-
ment) Bill to the Select Committee, 
though no notice of amendment was 
given by any member, Sir, your illus-
trious predecessor gave directions to 
the Committee to go into some other 
provisions. 

Mr. Speaker: I am speaking from 
my personal experience. I was once 
required to move a motion that the 
Select Committee should go into some 
other provisions also. 

Shri Morarka: May I submit that 
both the procedures are right? An hon. 
Member may move an amendment, if 

he likes; if he does not move an 
amendment, the Speaker can giVe a 
direction. 

Mr. Speaker: I am afraid, it is not 
so. I do not think he is correct. 
WhiC'h precedent is he referring to? 

Shri Morarka: In connection with 
the amendment of the Code of Crimi-
nal Procedure: 

Mr. Speaker: So far as I can re-
collect, it is only the Hause that can 
give a direction. 

Shri Morarka: Yes; but what I am 
venturing to submit is that there was 
no amendment moved by any hon. 
Member. The feeling was aired here 
and the han. Speaker, while commit-
ting the Bill to the Select Commit-
tee, got the sense of the House and 
gave those directions. May be, when 
you hear those few points which I 
have to submit, you may be inclined 
to give those directions. 

My point is that no additional obli-
gation is cast on the management; no 
restriction is put on the management 
in any way. If the hon. Finance 
Minister really wants to improve the 
company management and if there is 
one thing which the Vivian Bose Com-
mission disclosed very clearly, it was 
that some people got away with cor-
porate money, huge funds. Because of 
certain factors, such as, the law of 
limitation etc., it is not possible to get 
back that money. My submission at 
that time was-and I repeat that-
that you must make a provision in the 
Companies Act or anywhere else, 
wherever you like, that in such cases 
which border on the lines of fraud, 
misappropriation, breach of trust etc., 
and yet do not amount to fraud, mis-
appropriation or breach of trust. and 
where the liability is purely civil, the 
Government must have the power to 
recover the money from anybody who 
has got it irrespective of the law 
of limitation. 
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The second point which the hon. 

Finance Minister could have accepted 
with great advantage in order to im-
prove the management or the life of 
the corporate sector is to make the 
provisions of section 264 mandatory. 
Section 264 permits proportional re-
presentation ·on the Board of a com-
pany. One independent director on 
the Board of a company is much 
more helpful and useful than Vhe 640 
sections of the company law. This 
point was made earlier in 1954-55 and 
it was repeated often; thereafter but 
provision as embodied in section 264 is 
only permissive. It is only optional. I 
think, even if the Government is not 
willing to give a trial or to take any 
risk of making the provision manda-
tory and compulsory for all the com-
panies, for some section of the com-
panies, that is, the private companies, 
financing companies or any such type 
of companies, this provision should be 
made compUlsory and a trial should be 
given. I think, an independent direc-
tor on the Board acts more as a res-
training power. It tones up the ad-
ministration and management of a 
company better than anybody else. 

Another important point which, I 
think, the hon. Finance Minister 
could consider with advantage is this. 
While we are all wedded to the prin-
ciple of freedom of the press, that is, 
press should have full freedom, yet I 
think the time has come when people 
{)wning newspapers and press should 
·not be allowed to own other industries 
in the country. It exercises an influ-
enCe and I do not mind saying it that 
it exercises a unhealthy influence not 
only over the Government and the 
Ministers but everywhere else also. 
People dare not take action against 
some of the companies because the 
'Owners, directors and the chairman of 
those companies are newspaper pro-
prietors. If you want a healthy deve-
lopment of both the press and the cor-
porate sector, !'hen just as you have 
imlPOsed certain restriction on bank 

directors becoming directors of other 
banks etc., you must also prOvide sOIne 
sort of a check or embargo on persons 
owning, controlling and managing 
newspapers and press 

Shri Tyagi: Or becoming Members 
of Parliament. 

Shri Morarka: My hon. friend ia 
quite ri'5ht. If a person is a Member 
of Parliament and if he is also a direc-
tor, manager etc., of companies, cer-
tainly he exercises a very unhealthy 
influence. My hon. friend knows the 
provisions of the Representation of the 
People Act which, in SO many words, 
debars a Member of Parliament and 
disqualifies him if he enters into any 
tYPe of a contract or arrangement even 
if he is remotely connected, even if he 
is a shareholder. 

Some Hon. Members: Not share-
holder. 

Mr. Speaker: Not shareholders, only 
director. 

Shri Morarka: A shareholder of a 
private company. 

Shri Tyagi: If your wife is there, 
that docs not matter. 

Mr. Speaker: Do not bring in the 
wives. 

Shri Raghunath Singh (Varanasi): 
Yes, that is very bad. 

Mr. Speaker: Parlicularly Shri 
Tyagi should not bring in wives of 
others. 

Shri Daji: Shri Tyagi can conve-
niently bring in wives. 

Mr. Speaker: Because he has none 
of his own. However, the hon. Mem-
ber has taken enough time. Now he 
should try to conclude. 

Shri Morarka: Prescribe whatever 
rules whic'h satisfy Shri Tyagi; I have 
no objection, but I hope, Shri Tyagi 
has no objection to my suggestion. If 
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he has no objection, my suggestion is 
that so far as the press lords are con-
cerned, they should be disqualified 
from becoming directors, managers etc. 
of or from owning and controlling any 
other industry. This is not in any 
"ay curbing the freedom of the press 
but this would be a real constructive 
step towards improving the manage-
ment of the corporate sector so that 
the persons concerned would be free 
from that unhealthy influence. 

I think that when the Bill is being 
examined by the Select Committee-
as I have said, it is going to come hack 
by the 9th December and the Commit-
tee may not have time to take any evi-
dencc--the few anomalies which I 
have pointed out would receive the 
serious consideration of the han. Fin-
ance Minister and as he has been very 
kind enough to accept my amendment 
to refer this Bill to the Select Com-
mittee, I am sure ... , .. 

Shrl Tyagi: He will accept other 
amendments also. 

Shri Morarka: ...... he would have 
the same open mind and would have 
these provisions amended suitably so 
that all these hardships, fears and dan-
gers may be avoided. 

Mr. Speaker: There is another sub-
st;tute motion notice of which has 
been given by Shri V. B. Gandhi. I~ 

IS almost the same as Shri Morarka's 
motion; only two names more have 
been added to it. Even the date for 
report is also the same. So, would he 
like to move this separate motion or 
would he just want time to speak 
which r will give? 

Sbrl V. B. Gandhi (Bembay Central 
South): The amendment is virtually 
identical. 

Mr. Speaker: He wants time. I will 
give him. 

Shrl V. B. Gandhi: I will be quite 
satisfied with that. 

1540 (Ai) LSD-6. 

Mr. Speaker: Shri Morarka might 
accept it or he might just add those 
two additional names. 

Shri Morarka: I have no objection 
if the hon. Finance Minister is pre-
pared to accept those two additional 
names. 

Shrl T. T. Krlshnamacharl: Per-
sonaily I have no inclination one way 
or the other; but I thought that in Shri 
Morarka's motion the Opposition waa 
represented in some proportion, that 
is, 6 from the Opposition and 12 from 
this gide. 

Shri Daji: Shri Gandhi said that he 
o~  not press it. 

Mr. Speaker: will allow Shd 
Gancihi an opportunity. Both the ori-
ginal motion and the substitute motion 
are now before the House. 

Now, I must refer to the point that 
was made by Shri Morarka that ev_ 
withl1ut a motion in the House the 
Spe<lker can give jirection to the Se-
lect Committee that it might examine 
and review other ~  which were 
not the subject of the Amendment Bill. 
But I find that on the 3rd May, 1954, 
on certain provisions of Criminal Pro-
cedure (Amendment) Bill a motion 
W3' rea:ly made. Elrlier also, there 
are precedents when a motion was 
made. If he so desires, some Member 
might make a motion. Otherwise, I 
have no authority to do that. 

Then, there was the objection taken 
so far as the postponement of debate 
on the earlier BilJ was concerned. 
Mr. Ajit Prasad Jain reminded me 
that on an earlier occasion ~  the 
Compulsory Deposits Scheme Bill 
was under consideration, I had made 
certain observations that there could 
not be two motions simultaneously 
before the House. That ~ right. I 
have examined it. But that is a 
different case altogether. We were 
discussing the Compulsory Depositl 
Scheme Bi!1 and we were on a clause 
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of that Bill. When I said, such and 
• uch a clause do stand part ot the 
Bill, a motion was made that the 
Government. might be asked or dir-
ected to call the Attorney General. 
There I said that on the sam0 Bill 
two motions could not simultaneously 
be taken up. When we were discus-
aing that clause, then about the same 
Bi:l and at the same time a different 
motion that the Attorney General be 
called could not be taken up. There-
fore, I had said that iI ano;her motion 
was to be moved, there ought to be 
a regular motion first that the dis-
cussion on this Bill be ;Jostponed. 
But the presen t case is a different 
one. The arrangement of the busi-
ness is done with the consent of the 
Speaker. I received a letter from 
the Mil)ister that he may be allowed 
to move this Bill today. I gave my 
consent and that has been the proce-
dure throughout our history so far 
as I can see. But I have no obj ec-
tlon, if the Members now desire that 
in such a case they should be inform-
ed and a motion might be put to the 
House, that in future We can adopt 
that procedure because I do not want 
that, that power' must remain with 
me if tJw House wal.ts that they mllst 
have sufficient information. We can 
change that. But the procedure for 
the present is the one that I have 
followed and that is the correct one. 

Shri Tyagi: Let the present proce-
dure stand. 

Shri T. T. Krishnamachari: May I 
.ubmit that I often had the experi-
ence of your i ' lustrious predecessors 
pointing out certain difficulties in a 
Bill and saying that that could be held 
over and taken up later and the next 
Bill taken? At the time of Mr. Mava-
1ankar, it happened often times with-
out any motion being made. He would 
1liiY, "Yes, this will be held over." 
And then the next Bill would be 
taken. 

Mr. Speaker: That is what I have 
Aid. So far we have followed that 
procedure. 

Now, both the motions are before 
the House . 

Shrl Tyagi rose-

Mr. Speaker: Should'nt I give time 
to the Opposition first? Shri Umanath.. 

Shri V. B. Gandhi: Mr. 3peaer, Sir, 
I beg to withdraw my amendment. 

Mr. Speaker: 
will give him 
speak. 

In spite of that, r 
an opportunity to 

Shri Umanath (Pudukkottai): Mr. 
Speaker, Sir, this Bill deals with cer-
tain provisions mainly on four as-
pects. It enables the Government to 
constitute a Board and to constitute-
a Tribunal. It also enables the Gov-
ernment to have the power for c')nVcr-
sian of loans and debentures advanc-
ed by the Government to companies 
mto the shares of the companies 
There is a'so a provision with rc·gard 
to the app'ointmcnt of a pers,)n by 
the Government to exercise the rights 
of th(' Trust on' such Boards in the 
public interest. 

So far as the direction of tho • .., 
four provisions goes, as is cnunda led 
in the Objects and Reasons of thl' 
Bill, it is to be welcomed. To the 
very very limited exten\ that it 
benefits to the proper functioning of' 
the public limited companies-to that 
very very limited extent· also--it is 
to be welcomed. It will not Oe sur-
prising if Mr. M. R. Masani of the 
Swatantra Party is the first person 
to launch an attack even on the limit-
ed aspects of this Bi'l. That is a 
matter which We can understand. We 
need not be surprised about. that. 
But the most interesting thing is that 
the first attack and most ~ g 

attack came from a Member of the 
very P"-rty which is moving this Bill-
I mean Shri Morarka., The essential 
point that he raised is the question of 
~  right being j~ . 
I would like to know what thIS fun-
damental right is. Is it ~  funda-
mental right of cheating the public?' 
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Is it the fundamental right to defraud 
the treasury of the public money? 
That fundamental right will not be 
a!lowed by the Constitution and this 
is not allowed by the Constitution. 
The one thing that I would like to 
make clear to the Finance Minister, 
through you, is that this indicates 
that there is a move between some 
in the Congreis benches and the 
Swatantra Party on this side to join 
together to water down what little 
benefits will come out of this. I 
would like to know from the Finance 
Minister whether he is going to per-
mit or submit to ihis attempt to water 
down. If that is going to be the 
position, he can withdraw the Bill 
now itself and save us from all tile 
troubles. As far as we are conc:ern-
ed, we will not agree to it. 

13'45 hrs. 

[MR. DUUTY-SnAKER in the Chairl 

The reat assessmen t, as far as this 
Bill is concerned, can be seen from 
the background in which this Bill 
comes. The first aspect of the back-
ground is that the Vivian Bose Com-
mission's rf'port was published and 
discussed in this Parliament and dis-
cussed in public also. SeC'ondl.v. a lot 
of experience has been put forth by 
the Company . Law Administration 
reports as to how various laws and 
amendments passed by the Govern-
ment for the proper observance of the 
Company Law are being circumvent-
ed. Thirdly, now the Finance Min-
!!try is under the charge of a person 
who from the ministerisl benches for 
the first time warned by the country 
against the danger of man-ea ters. 
That is the third thing. Fourthly, to 
crown it all, there was the Jaipur 
Session of the All-India Congress 
Committee. Of all the various deC-
larations made at th" Jaipur Sessi<;)l, 
the one which was noticed by the 
public was the declaration by the 
Prime Minister on concentration of 
wealth. So far, the Government was 
not admitting iliat iliere has been 
increase in the concentration of 
wealth which is the source of all cor-

ruption and all sorts of malpractices. 
This Government was hesitating to 
admit this. In the Jaipur Session of 
the All-India Congress Commiltee 
meeting, our Prime Minister declar-
ed that he is pained very much to 
see that there has been increasing 
concentration of wealth. 

Now, these four aspects which ~o
stitute the background in which this 
Bi:! has come had raised high hopes 
among the public to the effect tilat at 
least now the Government is going to 
come forward urgently with some 
drastic measures to curb this mono-
poly or to curb iliis growing concen-
tration of wealth. That is what the 
people thought, They thought that 
at least now the Government will 
come forward with some drastic mea-
sures to remove the poisonous fangs 
from the man-eater. 

Dr. M. S. Aney (Nagpur): On a 
point of order. Is the word 'man-
eater' a parliamentary term? 

Shri Umanath (Pudukkottai): That 
was used in this vpry Parliamcnt. I 
took it from the Finance Minister 
himself. It is not my own. 

Dr. M. S. Aney: I want the Chair 
to decided that. Is the world 'man-
eater' a parliamentary cxpression? 

Shri Tyagi: It has been used in the 
past. 

Shri K. C. Sharma (Sardhana): It 
has been used so many times. It is 
quite parliamentary. 

Shri Umanath: In this background, 
this Bi!! is most disappomting and, if 
I may say so, this Bill just brushes 
the tooth of the man-eater. That is 
the essence of it. If you ~  the 
objects enunciated here, it is mainly 
an administrative measure: 

"In order to facilitate quick 
action against persons involved in 
cases of fraud, misfeasance and 
other such malpractices and ir-
regularities .. ," 
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That is the object. It is mainly an 
administrative one. The implication 
is that by certain administrative ac-
tions, these mal-practices, fraudu-
lant transactions, etc. could be put 
down. Here, I would like to draw 
his attention to the fact that unless 
we got to the source of this fraud 
and aJ1 sorts of mal-practices, mere 
administrative action alone is not 
going to be effective. We have to 
find out the source, and there comes 
the role of the Vwian Bose Commis-
sion's report. It has been very help-
ful as an eye-opener for the entire 
country as to what was happening 
in the world of big business. It had 
highlighted also certain ugly spots in 
the affairs of big business. It also 
gave a clear idea to the country about 
the modus operandi by which big 
business was swindling public money 
as well as the exchequer. Some peo-
p'e say that it was just an C'xcep'jon. 
I do not agree with that. What had 
happened with regard to Dalmia-Jains 
is typical of big business and not an 
exception. 

So, it leads Us to the very source 
of these frauds that are going on in 
this country. The source is the very 
strong grip which these big business-
men have On the economic Hfe of our 
country. Unless Government come 
forward with laws and policies which 
will strike at this source, unless the'y 
come forward with laws and policies 
which will weaken concentration and 
which will weaken monopoly and 
promote medium and small industries, 
it will be of no use. If ~  do not 
do that but come forward merely with 
some small measures like this, then, 
however limited the benefit that may 
come out of them, they are not going 
to achieve the main objectives stated 
in the Statement of Objects and 
Reasons attached to this Bill. 

If we judge this Bill from that 
background, then does this Bill fulfil 
that test? My opinion is that is just 
tinkers with the problem. 

And the most surprising thing u 
this. The All India Congress Com-
mittee declared the definition of so-
cialism and other things. Only yes-
terday, I read in The Times of Iudia 
that the executive committee of the 
Utkal Pradesh Congress Committee 
had passed a resolution to the elfect 
that drastic measures must be taken 
as far as banking was concerned. Here 
is an executive comntittee of a Pra-
desh Congress Committee saying that 
banking must be nationalised and 
passing resolutions demanding such 
drastic measures. But ye3terday, I 
also read in the same Times of IndiG 
a news item about the Chief Minister 
of Bihar appointing Mr. Shanti Prasad 
JHin. against whom there is already 
an investigation ordered by Govern-
ment, as the president or chairman of 
a committee for expansion of indus-
trial development in Bihar. This u 
thp direction in which the Govern-
ment is moving. 

What is happening is that this Bill. 
as I have said already, is just tinker-
ing with the problem. Why ~ it 
tinkering? Why is there an attiiude 
of hesitancy? Why does it go only 
to a very limited extent? That in-
volves a question of policy. Perhaps, 
Government think that the 1956 Act 
and the amending Act of 1960 are 
sufflcient. In fact, my hon. friend 
Shri Morarka had just said that what 
had happened in the case of the Dal-
mia-Jain concerns was prior to the 
1956 Act, and it had happened nnder 
the old Act. This was what the Min-
ister of Industry, Shri Kanungo also 
said during the last session during IRe 

~ o  on the Vivian Bose Com-
mission's report, namely that thi' 
happened under the old Act, but now 
We had the 1956 Act and the amend-
ment Act of 1960 under which these 
things "ould be checked, and they 
were sufflcient, and only in some small 
matters we might have to amend the 
Act here and there. 

But, let us see what bas happened 
even after the 1956 Act and the am-
ending Act of 1960, and see whether 
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they have been able to check the 
growth of monopolies and check the 
growth of concentration which is the 
breeding-grourid of all this kind of 
fraud. Experience shows that they 
have not been able to check. . 

For example, take the question of 
the managing agency system. It has 
been agreed to by Government as 
wel) that that is one of t.he important 
links and instruments which leads to 
concen tra tion of wealth and the 
strengthening of monopolies. Amidst 
big fanfare, in 1956, an Act was 
passed here which was aimed or 
which was supposed to aim at weak-
ening the managing agency system, 
and it sought to enforce certain res-
trictions on the number of director-
ships to be held in the future. It 
was also provided therein that in ~ 

the managing agency had to be ter-
m.inated as per the original contract, 
then the company ·could not revive 
the managing agency unless it 'vas 
permitted to do so by the Central 
Government. With these two provi-
sions, amidst big fanfare, Government 
said that hereafter, this important link 
was going to be weakened. But what 
has happened actually? 

If we take the reports of the Com-
pany Law Administration, we find 
that subsequently, the Company Law 
Adm.inistration had undertaken a 
.tudy of seven managing agency sy.-
~ , namely Messrs. Duncan Broth-
ers, Jardine Hendersons, Gillanders 
Arbuthnots, Killick Industries, Mc. 
Leods, Show Wallaces, and W. H. 
Brady & Co. What does this study 
reveal? As far as the net proil t of 
these managing agencies is concerned., 
that is, the gross earning of the 
managing agency minus the expendi-
ture, the figures were as follows: In 
1956, it was Rs. 89· 79 lakhs, in 1957 
it was Rs. 84· 25 lakhs, in 1958, it 
increased to Rs. 91·10 lakhs, in 1959 
it further increased to Rs. 110·11 
lakhs, and in 1960, it increased ~  
further to Rs. 125· 04 lakhs. That has 
been the net earning of the managing 
agencies of these concerns. I am tak-

ing these figures from the research 
department publications of the Com-
pany Law Administration. 

Similarly, the reserves of these 
seven managing agency systems dur-
ing the same period increased from 
Rs. 3· 94 crores to Ro. 5· 66 crores. 
This is what has actually happened. 
Perhaps, the hon. Minister was try-
ing to cover up; I do not know. But 
these figures were available to the 
Minister of Industry at that time, as 
they were availabie to us also. 

This being the situation, it is no use 
saying that the 1956 Act and the am-
ending Act of 1960 had been weaken-
ing the managing agency system and 
also weakening the concentration of 
wealth. In the face of these figures, 
it is no use searching as to where we 
should go and attack to weaken con-
centration. 

Similarly, if we take the proportion 
of directors appointed to posts car-
rying salaries of Rs. 1000 and more, 
in 1959-60, it was 17· 5 per cent, in 
1960-61 it increased to 31· 6 per cent, 
and in 1961-62 it increased to 35 per 
cen t. This is the direction in which 
the managing agency system which 
was supposed to have been weaken-
ed after the passing of the 1956 and 
1960 Acts has been growing. Of 
course, if Government mean that the 
strengthening of the managing agency 
is weakening of concentration, then I 
can have no grievance with them. 

Why has such a thing happened 
even after the 1956 and - 1960 Acts? 
Why has there been such a trend to-
wards increase? Why is the strength 
of the managing agencies increasing? 
It is there that the attitude of the 
Government comes into the picture: 
When the old managing agency con-
tract was to terminate, the Govern-
ment had the power either to approve 
of the revival or to rej ect the appU-
cation for revival. But what was the 
conduct of Government? In 1961-62, 
the number of fresh and pending ap-
plications before Government for 
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[Shri Umanath] 
renewal of the managing agencies was 
107, and Government approved of 63 
out of the 107 applications and rC'ject-
ed only 18, and the remaining 26 ap-
p'ications were still pending. So, 
what has been the conduct of Gov-
ernment? After passing all these 
Acts, after admitting that the manag-
ing agency system is an instrument 
for increase in concentration of 
wealth and also an instrument which 
strengthens that sector which breeds 
alI sorts of fraud in the country, ann 
after bringing forward these Acts 
whereby Government have got the 
power to restrict it and check it and 
weaken it, Government have actual-
ly exercised that power in favour of 
again reviving the old managing 
agencies. That is why I say that it 
is not a question of merely bringing 
forward some Bills. It is a question 
of ma.ior policy. Unless Government 
change this policy of bias in favour 
of a'lowing the growth of big busi-
ness, it is nO use. The han. Finance 
Minister has said that Government 
are not preventing growth. Of coursE'. 
that is our grievance that they are not 
preventing growth of monopolies and 
they are not preventing growth of 
concentration of wealth. This kind 
of growth of monopolies and concen-
tration of wealth should be prevented. 

1 might point out that the manag-
ing agency system is continuing in 
another form also. Government know 
it very well. I am referring to the 
office of s-ecretaryship and treasurer-
ship. It is practically the same as the 
managing agency system; the differ-
ence is actually very small. Other-
wise, it is practically the same in all 
essential points. Now, the old manag-
ing agencie! are taking the form of 
treasurers and secretaries, and they 
are still continuing all their loot. 
Government are aware that this form 
allows the managing agency system to 
revive itself and continue, and yet. 
they have not taken any stePs to put 
it down. That is why I say that it is 
a question of policy. 

Then, let us take the Question of the 
medium and small-scale industrie!. 
We are saying time and again that 

they must be encouraged. But what 
IS actUally happening? Take, for ex-
ample, how the Government's OWll 

tinancial institutions have been func-
tioning. Take the case of the IndlD-
trial Finance Corporation, tor ..tlstance. 
My information is that during the last 
year, for about seven big companiC! 
involving abou,t Rs. 10 crores as the 
project cost, 38 per cent of the pro-
ject cost was borne by the Industrial 
Finance Corporation. That is my in-
formation, and I am subject to correc-
tIOn in this regard by the Finance 
Minister. 3B per cent of the project 
cost was borne by the Industrial Fin-
ance Corporation by way of loans, and 
in the case of one of the companies, 
the percentage of the project cost 
borne by the Industrial Finance Cor-
poration as loan was 66' 7 per cent. 
Is this the way of promoting Fmal,! 
scaie and medillm industri'es with a 
view to checking the growth of monO-
polies? Is this the way of attackin, 
the breeding ground of fraud and all 
SOrts of malfeasance? You cannot on 
the one hand allow the growth of 
monopolies and on the other talk of 
curbing measures. You cannot rWl 
with the hare and hunt with the 
hound. If you say openly, '1 am go-
mg to encourage monopolies', one can 
understand it. But to do it while 
talking of curbing measures is not the 
proper thing to do 

14 hours. 

What are the other sources of fraud 
and corruption? These points ere not 
bemg dealt with by the Bill. That il 
why it is going to be a disappointment 
to the people. Take. first, the question 
of political contributions. It is a very 
important question. Apart from the 
question of morality involved-it i. 
immoral to do it-it has got a direct 
bearing on the question of some in-
dustrialists committing fraud. ThiJ 
gIves them encouragement to do 10. 
In the existing Act, It I! Jt&ted 'Wlletl 
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. ~  by the memorandum of 
aSSOcIatIOn, a comptiny cannot make 
poiitical contributions'. But what is 
happening? The Digvijay Woollen 
MIlls has contributed Rs. 25,000 with-
out having any authority from' its 
memorandum of association. It is an 
ultra vires act. Similarly the Visa'a-
kshi Mills in Madurai has taken puwer 
to contribute to ploitical funds wi(hout 
"eing authorised by the memorandum 
of association. How do these owners 
become SO bold as even to commit 
an ultra vires act; ultra vires of their 
very constitution? 

The contribution of the Digvijay 
MIlls of Rs. 25.000 was given to the 
Gujarat Pradesh Congress Committee. 
That is the simple fact. Similarly, the 
managing director of the Visalakshi 
'MiIls-I forget his name--was in 
charge of housing the Congress Com-
mittee members during the AICC ses-
sion in Madura!. 

I say this: as long as the ruling 
party continues to be party to own-ers 
violating their own memorandum of 
,association, you cannot check this 
thing. It is high time for the Finance 
Minister, especially after the AICC 
session where it was declared that 
hereafter the Congress organisation 
would go among the maS3eg and col-
lect funds and not rely on oiJ:l'ligs' --it 
was a very good decision; it should 
have been followed up-to have refle:-
ted that decision in this Bill. The 
Finance Minister should have come 
forward with a proposal to do away 
with the provision for pOlitical contri-
bution by any company. Let the direc-
tors individually give. It is :m indivi-
dual matter. But let him not allow any 
company to pay sharehodlers' money 
to political parties. There are so many 
parties among shareholders. They do 
not hold the same views. This should 
have been done. But it is not dtne, 
which is most surprising. That is why 
I say that whatever be the objects 
stated in the Bill, people will never 
believe them as long as the practice 
continues like this. 

Another source of weakening the 
fight to weaken monopolies and con-
centration of wealth is the practice of 
lAS and ICS officers going and joining 
private companies after retirement 
These officers have got all the secreta 
with them of their erstwhile depart-
ments. They wield influence over the 
juniors who have subsequently taken 
charge of those departments. This is 
how the fight against growth of mono-
polies and concentration of wealth, i& 
weakened. Who is allowing this? 
There is a provision that unless the 

Central Government permits the re-
tired officer, he cannot seek private 
employment. Can it be more shame-
ful than this, that the Secretary of a 
State Government's Labour Depart-
ment, on retirement becomes the Sec-
retary of the South Indian Millownera' 
Association? 

Shri Sham Lal Saraf (Jammu and 
Kashmir): For proper advice. 

Shri Umanath: The Government 
itself has permitted him. 

Shri DaJi: There is a case of one 
officer, not retired, being deputed to a 
hig monopolist. He is holding his lien 
with the Government of Bihar. But 
he is director of the Tatas. 

Shri Umauth: So this is the prac-
tice. It cannot be said ~  the officers 
themselves, on their own, are doing it, 
when the Government has got the 
power to prevent it. Even this Bi!1 
reflects this bias in favour of big 
business. It is said on page 13, 'to 
enable quick action'. People will 
never believe this when they take into 
account actual performance. In 1961-
62, in the entire year, Government have 
appointed inspectors to go into the 
affaIrs of companies in just two cases. 
There are hundreds of companies and 
so many things are going on. If just 
two inspectors are appointed, quick-
ness is there! In 1962-63, my infor-
mation is that Government was still 
quicker when they appointed only one 
inspector-subject to cOITltCtion by the 



Companies NOVEMBER 28, 1963 (Amendment) Bill 

[Shri Umanath] 
Finance Minister. This is quickness 
in reverse. 

Dr. M. S. Alley: It is relrench-
ment. 

Shri Umanath: And what about the 
fines'! On an average-again subject 
to correction by the Finance Minister-
throughout the country, per prosecu-
tion it is Rs 125. How are these big 
monopolists who are experts in so 
many kinds of fraud and other things 
going to be penalised this way? They 
do not care a tuppence for t!"lis 
Rs. 125; they will shell out la lths to 
cover up some fraud. This is what is 
happening. 

Take the Bose Report. Aiter so 
many years after its publication, after 
its discussion, after the recommenda-
tions of two eminent persons also, not 
even prosecutions have started yet. 
With this performance, how are people 
going to believe what I stated ill tLe 
Bill in terms of enabling 'quick ac-
tion'? They are not going to believe 
it. 

CAlming to the term 'opportunity,' 
much was made by Shri Morarka of 
fundamental rights. This Bill says on 
page 10: 

"No order under this section 
shall be made against any person 
usless he has been given a reason-
able opportunity to show cause 
against the same". 

Let us work out the scheme. First, 
Government suspects a person. Then 
it gets information through investiga-
tion. Then it files an application be-
fore the Tribunal. Then the other 
man is given an opportunity, 311 sorts 
of opportunities, documentary proof, 
oral proof etc. to show that he has 
not committed fraud. After all this, 
the Tribunal finds that he is unfit, 
he has committed fraud. Now this 
SEction says that even after the find-
ing of the Tribunal, this person must 
be given another opportumty to show 

cause why he should not be removed? 
Why this opportunity, I do not under-
stand. What is the purpose' He has 
been found unfit by Government, he 
has been declared unfit by the Tribu-
nal; yet why this opportunity? It 
could only mean that perhaps Goverll-
ment relies on the second pornon, 

'Provided that no matter shall be 
raisco by such person before the 
Central Government if such mat-
ter has been decided bv the Tri-
bunal or the High Court'. 

It means that the person declared un-
fit or as having committed fraud may 
approach Government on some other 
ground and canv'as hi.., case. It is 
just like Government telling him: 
'Please shOW cause Why you should not 
be retained in the directorship on 
other gIounds'. 

Shrl Tyagi: That is not the lr.ean-
mg. 

Shri Umanatb: I am not gi-.ring the 
legal meanIng. I am gIvmg what It 
wlll work out in practice. A person 
has been declared unfit, declared to be 
a fraudulent character on various 
facts. How can he become fit to be in 
the company on any other ground? 

Sbri Daji: Political donation. 

Sbri Umanath: Yes. 

Shri Morarka also raised ~ 8 ques-
tion. He sayS he must be r:iven ano-
ther opportunity. Even the fir,;t op-
portunity should not have been there. 
When it is a question of dealing with 
representative trade unions, workers, 
peasants or middle class employees. 
when it is a question of detaining 
them, Government need not give them 
any charge-sheet; no opportunity need 
be given to them! There need not 
be an advisory committee, no oppor-
tunity need be given to the represen-
tatives of workers and peasants who 
are detained, indefinitely but here 
not only one opportunity, but a double 
opportunity is given to a fraudulent 
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person. Why this contrast? Because. 
the person though declared unfit and 
fraudulent belongs to the big business 
family, whereas these people belong 
to the WOrkl:1g class, peasantry and 
ordinary democratic organisations. So, 
there is this' bias in this Bill. 

The tribunal is welcome, but every-
body will agree that in this tribunal 
there should not be any men of big 
business or their friends or relatives 
or managers who can be infiuen::ed !Jy 
them. But what does this Bill do? 
Shri Morarka very conveniently mis-
aed that portion. In page 2, sub-caluse 
(2) reads: 

"The members of the Tribunal 
shall be persons who appear to the 
Central Government to have ade-
quate knowledge of, and experi-
'ell.Ce in, .... 

(c) administration or manage-
ment of companies and law relat-
ing thereto". 

Not just knowledge, but experience 
of management. That means it is a 
lI!llaU opening to allow bili: business to 
come in there. Shri Morarka need not 
have any grievance against the Finance 
Minister. The report of the Vivian Bose 
Commission and other things have 
lIhown that this is going to defeat the 
very purpose. It is very difficult to 
get honest men from big business, that 
is our experience. They may not be 
directors, but even their relatives or 
managers are influenced by them. 

It is good there is a provision to 
convert loans into equity capital, but 
that power must be exercised. For 
example, TISCO and IISCO concerns 
belonging to Tabs were given in-
terest-free loans in 1954 of about Rs. 
10 crores each. After passing this Bill, 
if Government comes forward imme-
diately passing orders to con vert those 
loans into Government shares in those 
companies, we can believe in their 
bona fides. But generally we find 
thcre are sO many enabling powers 
which are not exercised, or, if at aI!, 
exercised in favour of big business. 

The provision is still halting. The 
proviso reads: 

"Provided that if the terms and 
conditions of such conversion are 
not acceptable to the company, the 
company may, within thirty days 
of the communication to it of such 
order or within such further time 
as may be granted by the High 
Court, prefer an appeal to the High 
Court in regard to such terms and 
conditions ...... .. 

And the proposed sub-section (5)· 
to section 81 reads: 

"In issuing any order under 
sub-section ( 4), the Central Gov-
ernment shall have due regard to 
the 'financial position of the com-
pany, and in particular to the 
terms of issue of the debenture 
or the terms of the loans, as the 
case may be, and the rate of in-
terest payable on the debentures 
or loans the subscribed capital of 
the com'pany and its loan lia ~
Jities, its reserves, its profits .lur-
Ing the preceding five years and 
the current market price of the 
shares of the company." 

This is not going to work. Where is 
the necessity for this? The loan of the 
Government to Tatas, for example, has 
contributed to increasing the profits 
of that conrern from 1954 and to 
strengthening the prospects of that 
company. It has also contributed to 
the increasing share value of that com-
pany. In view of this, there must be 
a provision that the conversion of loan 
capital into equity capital will be at 
the market price of the Tata shares 
at the time the loan was made. What 
Is wrong in that, how is it unjust? 

Shri Morarka raised the question of 
the conception of public interest. I 
would like to know if public interest 
wllJ include for example the applica-
tion of labour laws in the particular 
concern. If the management has been 
repeatedly violating them and endan-
germg peace in the industry, accord-

Ing to me it is to the detriment of the 
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public interest. WIll the Finance 
Minister accept that, I do not know. 
SimIlarly, if a company uses the price 
mechanism to increase the price and 
eXplOIt thc ordinary consumers, that 
is to the detriment of the public in-
tere.;t. I would like to know whether 
all this will come within public inte-
rest. 

We do not s3y that the private sec-
tor has no role. The private sector 
has a role in the development of this 
country. but it must fit in with the 
scheme of planned development of this 
eountry. It must also reconcile itself 
to the preponderance of the public EI!C-
tor. My request to the Finance Minis-
ter is that on the question of growth 
of monopolies and concentration of 
wealth, certain drastic changes must 
be made in policy. I hope that amend-
ments on the basis of the criticisms 
that I have made will be accommoda-
ted by the Select Committee and the 
Finance Minister. 

Shri Tyagi: Since my name hap-
pens to be in the Select Committee I 
should normally not speak now, but 
there are certain points which have 
provoked me to do so. 

My hon. friend in that safe corner-
am sorry for the corner he has oc-

cupied-has made a nice speech, I 
must say, but it seems to me that he 
has not appreciated the actual mean-
ing of the Eil!. 

It has been our policy for a lona 
time past to finish with these monopo-
lies, we do not want them. The pat-
tern of society which we wish to eS't-
ablish is quite the antitihesis of the 
monopoly system. So, we are opposed 
to monopoly, but if by drastic changes 
my friend means that swords must be 
used or something like that .... 

Bhrl Umanath: That is a dist )r-
tion of my point. 

8hrl Tyagt .... that becomes difficult 
for us, because our conception of .ocia_ 

!ism is on democratic line,. We han 
to carry Parliament with us. 

8hri Dajl: Avadi or Jaipur? 

Shri Ayagi: Jaipur. So, we ilave to 
proceed in a democratic manner. 

I was expecting my hon. friends on 
the other side, ~  sometimes their 
SllPPort does us a little damage, to 
support this Bill heartily, because, 
after all, any wise man can see what 
it means. 

I must congratulate the Finance 
Minis:er, I am glad he has come back. 
Factually speaking, this is the first 
time we find some practical steps being 
taken with regard to the financial 
structure of this country, because it is 
not only taxation and banks alone 
that c:runt; thc whole thing depends 
upon industries, these companies and 
corporations. By one stroke of the 
pen, the Finance Minister has made • 
beaut.iful suggestion. I admire it, and. 
I wish the country appreciates wha\ 
the r('suIt of this change wi'l be. Con-
version of loans into equi:y capital is 
som('thing of a novel idea. He lay; ~  

thereby loans will be given liberally. 
I never thought that a Finance Minis-
tE'r ('ould be so clever-I do not knoW' 
whether the word "cunning" is unpar-
liamentary, but I shall only say c'ever_ 
If I were to SJpeak on behalf of the 
capitalists. I would say his policy is 
Machiavillian, because this is just say-
ing: have more loans to establish in-
dustries, I am prepared to ~  .~ you 
memey. but ultimately, some day, I 
might choose to turn this money into 
equity capital, and thereby becomE' a. 
owner of the industry which has been 
established. That is the most democra-
tic, most suitab'e, the sweetes' method 
of penetrating into the private sector. 
My friend is just raping the private 
sec'or without any resistancE'. that I. 
what I feel. And this is done wIth 
their consent. The private secttDl' 
accepts the money, and thE'n the loan 
is converted Into equity caol'al. Noth.-
ing like that! We can best fUard 
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..g&inst malpractices it we have our 
representative in the company. If the 
L.l.C. and other such organisations go 
an turning their loans into equity capi-
tal, then they will become shareholders 
.m those companies, and their repre-
sentatives will ba there. Evasion 0If 
taxes and other malpractices will natu-
,ral'y cease. That is a device which I 
admire, and on which I must congra-
tulate the Finance Minister. He has 
;really taken one practical step towards 
SOCialism. This is the best method, 
because where is the money to give 
-compensation to the private sector if 
we take it over? Then there are other 
difficulties also in Parliament; some-
times there is resistance, This is the 
best way. It is marriage by consent: 
this is the most non-violent method. 
A ~ er all it is for the prosperity of 
the company or corporatbn or indus-
try that money was advanced .. , ..... 
<Interrupti01l8.) 

Shrl Prabhat Kar: In Parliament 
lhere are Tyagis and Morarkas, 

Shri Tyagi: Mr. Morarka bas not 
objected to that really. What he 
objected to was different; it was part 
of his democratic right, which essen-
tial'y means ~  0If the individual 
and the rights guaranteed to him. He 
must have his right for appeal to go 
tQ a higher court from the tribunal, It 
was the right. 

Shrl Morarka: That is repugnant to 
the Communist philosophy. . .. (Inter-
"1I.ptions.) 

Shri Tyagi: I do not know what my 
'han. friends on that side will do when 
thcy come to power; one ,(,)cs not 
know: one may not live to see. But 
on the face of it they also say that 
they want to be just. So, justice has 
to be done to eve.rybody. S:>, his sug· 
gestions are not very much of a de-
parture from the lines adopted by the 
Finance Minister. The setting up of 
the Board is one of the best Ideas. If 
the Minister were to exercise his 
,udgment one way or the other, 

motives would be attributed; they w1l1 
say that somebody has paid for the 
party'S funds; slogans will be raiaed.. 
Parties in Opposition alwaYIl try t. 
get something. 

ihri Jndrajit Gupta: You !lave pull-
ed down one Milliliter of yours becawe 
of that. 

Shri Tyagi: Then; is no question of 
pulling dawn. Your weight is alwaYI 
against the Ministers. So, the settin, 
up 01 the board is the most suitable 
idea. 

The total administrative machine!7 
In India, in the Centre 'and in the 
States, has been damaged to a great 
extent on account of too much inter-
ference of politicians in power. Peo-
ple must mow that the administra-
tive structure is the only structure on 
which Governments are based in demo. 
Cl'IIlcies. It is not always the king or 
ministers. Their function is to la)' 
out policies and it is the executive the 
administration which carries out thon 
policies. Too much interference taketl 
away the self-confidence among them; 
they could not act judicious'y if every 
time there is interference. There will 
be controversial matters and thc board 
will exercise its discretion. Membel'8 
of Parliament may put questions Jf 
any irregularity comes to their notice; 
things may be discussed here; Minis-
ters also might take action it somethin, 
is brought to their notice. If people 
all over India do not repose full con-
fidence in the sense of justice and fair-
play of the administrative machinery, 
~  can never succeed and .0 

it is good that a b(}8rd has been con-
stituted. 

The control of charitable trusts hu 
been a matter of controversy for the 
last ten or fifteen years. Big people 
start such trusts for go'ld motives--a 
welcome idea-with lakhs and crore. 
of rupeeG. That money is invested in 
their own business on behalf of charlo 
table trusts of which they themselvet 
are trustees. The profits 0If trusts are 
exempt from income-tax and thlll 
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lakhs of rupees are tax-free like that. 
N"w that incQffie goes back into 'their 
own business and thereby they take 
undue advantage of those trusts, Over 
and above that they have their right of 
voting on behalf of the trusts so that 
the general shareholders suffer, So, 
this idea was sponsored in the party 
executive also and those pnposals 
were forwarded to the Finance Minis-
try for consideration. I am g'ad the 
han. Minister has responded well to 
their request and has taken this up. 

This will go down as a historical en-
acUllent bC{!ause for the first time it 
opens the wind:>w to give expression 
~o ourselves with regard to the socia-
list pattern which is our gllaL This is 
a practical step taken for the first 
time. It is no use starting public sec-
tor projects. Wherever there are 
monopolies, they must be broken and 
the best way to do that is to iniect 
yourself into them and become their 
partner. The public sector becomes 
the partner of the private sector and 
that means a national sector is being 
created. I welcome this idea and I 
IIIlPport this Bill. 

8hri Tridib Kumar Chaudhuri 
(Berhampur): Sir, I would begin by 
joining issue with my friends on the 
right and also with the speaker who 
just now sat down because from their 
.peeches it seems a lot of confusion 
IIeeIIlS to be going round that you 
build socialism by merely amending 
the Companies Act. The very fact that 
there is a Companies Act proves that 
we are living under a capitalist sys-
tem and we recognise the eXistence of 
joint stock public companies; that is 
the hallmark of capitalism, pure and 
aimple. In whatever manner you may 
amend the Companies Act, it is not 
going to prevent the ccmcentration of 
wealth. The American experience of 
Sherman Anti-Trust laws is an ample 
proof: the British experience also is 
more or less on the same lines, We 
are here concerned with a very limit-
etl measure. When I was listening to 

the speech of the hon. Finance Min-
ister I was wondering wh3t happened 
to the recommendations of the Vivian 
BJse Commission and the Daphtari-
Shastri Committee. But he has dis-
posed them of in a few sentences by 
saying that a more comprehensive 
Bill is-not exactly 01!1 the legislative 
anvil but is-being prepared I,y the 
Department concerned and that by the 
next sessit}n he g ~ present us with 
that Bill in the House. But even with 
regard to the limited purpOSe which 
this Bill has, ~ will have occasion to 

~ , even in regard to the amend-
ment of those ~ O 1  which this 
amending Bill affects. that the recom-
mendations of the Vivian Bose Com-
mission have not been o ~ . 

But before I go into that I have to 
refer to one or two general matters. 
Firstly, with regard to the administra-
tive machinery of the Company Law 
Administration, under clause 4 of the 
Bill before us Government proPJse to 
set up a Board of Company Law 
Administration. That cmly changes 
names; it changes the present secreta-
riat of the COtffipany Law Administra-
tion into a Board and is nothing more 
than change of nomenclature. 

If I may in this connection draw the 
attention of the House and the Gov-
ernment to paragraph 60 of the re-
commendaticms of the Vivian Bose 
Commission, the Commission say that 
this Department of Company Law 
Administration should be integrated 
with other departments and regulat-
ing authorities of the Central Govern-
ment which deal with public com-
panies in one way or other. I am very 
glad, althcmgh some objectiOl!1 has 
been taken agajnst that in some quar-
ters, that the Company Law Adminis-
tration has been transferred to the 
control of the Finance Ministry. And 
I would suggest to the hon, the Fin>-
ance Minister to see if he could not 
amend clause 4 of the present Bill 
containing pravisions with regard to 
the constitution of the Board so as to 
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ensure whether such other authorities 
as the Controller of capital Issues, 
the Chairman of the L.I.C.-because 
L.I.C. is the biggest single investor in 
the eorpJrate sector today-, the Gov-
ernor of the Reserve Bank and the 
Chainnan of the State Bank, whether 
all the authorities, banking authori-
ties and all those officials who control 
capital issues and stock exchanges, 
could not be brought te>gether in this 
Board so that they might have a gene-
ral power of supervision and cootrol of 
the corporate sector of our economy, 
which means control over more than 
two thousand crores of rupees of our 
people invested in these various com-
panies, big and small. If we s'art con-
stituting a Board of that kind. per-
haps we would be doing ;omethiag 
useful 

Then, I have also to draw ~1 .. 

to another fBct. It is nO me making 
good laws, unless you crea'e a suffi-
ciently broad-based organisation with 
sufficient number of personnel to 
administer those laws. I understand 
that in the United States the c'rres-
ponding department of the Federal 
Government has mC>re than nine hund-
red officers to control, supervise and 
regulate their corporat" sedor. But 
here our f'xperience has been that 
even if the public or the shareholders 
move the C.mpanv Law Administra-
ticm. it ig very difficult to get a quick 
order, not because the officials are un-
helpful, not becausf' they do not want 
to ~  anv action, but because with 
the best possible of intentions they 
simplv do n.t have the staff to carry 
on all the ~ and to carry 
through a'l the fonnal'ties ~ . 

So 'hp cl('('ision In every case is ~ 
inordina'el:o-, by two to three years 
anrl ~ I mnrp rr,un to ~  ~  

i!l the ~  nossible time that Is taken; 
rf W" f.!"t ~ rit'n i,in'1 ;" tw') ,,~ - ~ 

YP.". Wf' ~  to th,nk onr lot for it. 
So munh for the ariministl'ation side 
of thr Ccmmany Law Administration 
and claUSe 4. 

Now I come to one of the main 
objects of the Bill, namely constitution 
of a Tribunal to exercise the powem 
and func:ions conferred on CJurts by 
section 203 and sections 397-407. 
Aiong with this we have .ilso tel con-
sider, because they are very much re-
lated, the new Chapter IVA which is 
going to be added in Part VI-Powem 
of Central Government to remove 
managerial personnel from office on 
the recommendation of the TribunaL. 
Now, the proposed section 388B in 
this new Chapter and section 203 in 
the principal Act are very much re-
lated. In sectiJn 203 of the principal 
Act power has been taken to restrain 
fraudulent and undesirable persons 
from managing companies. Where a 
person is convicted of any offence or 
in course of winding up a company it 
appears that a person has been guilty 
of any offence for which he is punish-
able under section 542 or has otherwise 
been guilty. while an officer of the 
companv, of any fraud or misfeasance 
of his duty to the o~ , then the 
"ourt may order that such persOll 
sha II n.,t without the leave of the 
~o  be a director etc. Now, more or 
less the same power is taken by the 
Central.Government under this pro-
posed n£'"W ~  which has been in-
~o o  in the amcndin,?; Bill under 
("ause B. Here we find that the Cen-
tral Government, after making an 
application to the Tribunal and after 
hav'ng ~  an ordpr from the 
Tribunal, may, if the Tribunal hold. 
that a particular person is not a flt 
and proper person to hold the ol'llce of 
diredor, etc., remoVe him for flve 
Yl'ars. J do not understand why this 
~~ o  and long-winded Pl'O(,€'8S 

has ~  propospd. Bv a simple 
~  of sE'Ction 203 of the prin-

<-innl Art this cDuM have hef'n very 
f'Rsqv d"ne. provided thp tribunal were 
thp"p This nronnsPd spd'on 3RRB 51Y1 
that "whpl'n in the o1')inion 01 thp Cen. 
tr<1' G'lV(H"'nmpnt thf>re 
stan res 1 . ~ .  ptc. 

RTf' circum-
It ~ to 

mp th1t l1T'14pr thp ex;!=;-lin(! Comn'1nfet. 
A,.t SD long R. that n";nn;nq' Act is 
thpre. thprp ~  Governmpnt ran 
only haVe that kind of opinion after 
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[Shri Tridib Kumar Chaudhuri] 
making an investigation under .ection 
237(a) and (b), and makmg of en-
quiries often takes a long time. Then, 
the GJ'Vernment forms an opinion; 
after adverse opinion against a parti-
cular person is formed on the basis of 
the investigations carried out under 
artIcle 237(a) and (b), the Govern-
ment moves the tribunal with the re-
quest that the tribunal may enquire 
into the case and record a finding. 
Then there is a second enquiry by the 
tribunal. In the end the Government 
takes no more power than to bar that 
person for five years from holding the 
position of Directorship or Manager 
after the finding by the court. 

Mr. Deputy-Speaker: The han. 
Member's time is up. 

Shri Tridib Kumar Chaudhuri: 
have one or two more points to make. 
The Government only takes power to 
remove that person, against whom a 
finding is given, only for five years, 
...... hich power was already available to 
the 'ccurt under section 203. I think 
the Government and also the Se:ect 
Committee would consider whether by 
a simple and straightforward amend-
ment of article 203 their purpose would 
not have been better served. 

Then I come to section 203 of the 
principal Act itself. At least with re-
tard to that, I think the hon. Finance 
Minister should have had no objec-
tion to follow the recommenda:ions of 
the Vivian Bose Commission, but that 
has not been d -me. I do not mind if, 
far the other numerous recommenda-
tions of the Commission, the Govern-
men: ~  us to wait for some more 
'ime, but when they are making prJ-
visions affecting section 203 in various 
ways, why should they fight shy of 
lIhe recommendations of the Commis-
mon made in paragraph 26? The 
Commissicm says: 

"Under section 203 of the ~
panies Act, the power is somewhat 
restricted. and we would like to 
exopand it on the basil! of the 

Jenkins Committee report contain-
ed in paragraph 80 thereof. The 
Jenkins COllunittee has recom-
mended that the c..lurt should have 
power to disqualify any persoll 
who has been convicted of any 
offence involving fraud or dia-
honesty whether in connectiOll 
with a company or not; who hall 
been persistently in default in 
complying with the provisions of 
the Companies Act; 'and who is 
shown to have acted recklessly or 
incompetently in relation to the 
affairs af the companies of which 
he is or has been a director or 
otherwise concerned in the 
management." 

Now, if the Government had accept_ 
ed the6e limited recommendations 
with regard to section 203 of the Com-
panies Act and made it more strin-
gent, a simple amendment t) section 
203 would have amply served thl"ir 
purpose. If they had done so, this 
power which they are taking under 
clause 8 of the Bill would be entirely 
unnecessary. 

So, I wou'd request the Government 
to give some more thought tJ it and 
I hope the S('leet Committee wou1d 
also comide. these few provisions of 
the Bill relating to the powers of the 
tribunal and the powers to be taken 
by the Government for removing un-
desirable persons from the manage-
ment of companies. 

Shri P. R. Ramakrishnan (Coimba-
tore): Mr. Deputy-Speaker, Sir, this 
Companies (Amendment) Bill cannot 
bf' more t;mo,y. I congratUlate the 
Finan-ce Minister on bringing it early 
during this se<sion. There has ~1  

a lot of mudslinging on the ~ of 
many p"ople on private ,,,clor. r 
would now like to recall the general 
remarks made by the Finance Min-
ister during the course of the riebau> 
He said that this Bill does not enyls-
age putting any restric!ions on the ex-
pansion 0: the private 3eCtor but it 
encourages it. As a matter of ~  
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aU o ~  in the private sector can-
not be honest. There are ~ ~  

people who are dishonest. I am willing 
to own that. I am also willing to 
admit that the private sector l.·eeds 
aome toning up. It one man in the 
private sector is dishone3t people 
naturally say that the whol'" private 
aector is dishonest. This is :1:>t correct 
because if one man in a vidage is 
dishonest, surely, you cannot say the 
whole g~ is dishonest. It a man 
in a village is 8 thief, you <::anl'.ot dub 
the whole village as thieves. By 
appointing this tribunal, I am very 
wre that the man who is reaily 
corrupt can be brought to book and 
it can absolve the private sector of 
this grave accusation. 

There is soml' apprehension, as the 
Finance Minister has rightly pointen 
out, in th" minds of many peop.e re-
garding the appointment of the tri-
bunal. He said there are people who 
approve of the o ~  of the 
tribun,,:. There are people wh·:> Llis-
apprOVe of the appointment of the 
tribunal. As far as I "an sec, the 
only people who disapprove of the 
appointment of the tribunal :11'.' those 
who fear that Shri '1'. T. Krishnama-
chari wii! no. be there for ever; ther,:, 
may be sumcbody who may take hLs 
pla:'e and whell he comes, if he 
takes into his head or rather wants to 
wreak vengeance on somebody on 
personal grounds he may invoke this 
as an in:;trumcnt for persecution. I 
trunK it IS a ~ -  argumcllt. In 
t!b.e Stat'.>ment ot Object; and Rea-
.ons to this amending Bill, the Fin-
ance Minister has made it very clear 
that the constitution of the "ribllnal 
bas been brought about only for ex-
peditious action. Under sectIOn 203 
of the Companies Act, any person can 
be o ~  for fraud. But certain-
ly the matter has to be referred to a 
court of law, and the court takes its 
own time and the man cannot be rt'-
moved for many years. He can com-
mit fraud after fraud without being 
punished for what he has don::, All 
I can say is that by appointing a tri-

bunal, any man can be removed imme-
diately from the administratioll of a 
company after the tribun:ll comes to 
the decision that the man has com-
mitted a fraud and for five years he 
is debarred from being a j ~ o  of 
a company or from promoting any 
new company. I am just reminded of 
a lecture delivered by one of ·')Ue pro-
fessors in the management sch:lol 
where I was studying-the Massa-
chusetts Institute of Technology in 
the United States. A question of this 
nature was asked: Suppose a com-
pany is not functioning properly, w:hat 
wiil you do? Without hesitali.:>n he 
said, "Suppose you have a bad tooth? 
What will you do? Naturally you pull 
it out. Similarly, if you' find the 
management is bad and ;s not ~ to 
function properly, it should be rem::'v-
ed." The higher the ladder you climb, 
the easier is the fall. So, it is natu-
ral that if the management is bad, it 
must be removed. After '111, the 
ownership of all the industries in the 
country is not the prerogative Of a 
few individuals. It is public 'Jropert.v 
and the management of the public 
property must be properly dene I 
am sure the hon. Finance Minist'!r has 
fully realised that the national wealth 
should be pro:ected properly. Only 
with this intention he has brought int::. 
being a tribunal and that l.he tribunal 
should act expeditiously and remove 
ona or a group of persons who are 
:.1competent to run indus:ry,.o that 
the private sector may be toned up 
and an assurance may be br,)llght to 
the country that the private ~  

can effectively contribute to the 
economy of this country. I welcome 
the appointment of the tribunal. 

There is only one thing about which 
r was a .little doubtful. Mr. Morarka" 
has raised the question of the co;np')-
sition of the tribunal. I am our'! the 
Finance Minister would fully.tgrce 
with me that the appointment of a' 
one-man tribunal will not "uffice and' 
I hope when the Select o ~  
meets, he will ac<:ept the .ugg'!sti(ln· 
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[Shri P. R. Rarnakrishnan] 
that the tribunal should be a lligh-
powered committee. The trihu"al 
lihould go into all matters thoroughly 
1i0 that there will not be any qUestiOn 
·of doubt in anybody's mind. I am 
sure the Finance Minister would ac-
cept the suggestion that a ~  of 
the eminence 0: a High Court .Judge 
should be appointed as the Chairman 
of this tribunal. 

Regarding the question of violation 
of fundamental righ:s whlCh Mr. 
Morarka raised, I do not ,g ~ with 
!him at all, because if a man ~o  
a murder or any other o ~  punish-
able by law, naturally he goes '0 jail 
and is punished by ]i,W. In the "arne 
way, if a man has committed a fraud 
in a company which is a public ~ , 

he must be punished and imm:.iiatl'ly 
removed. This i. no violation uf any 
1undamental right of any human 
being. 

The formation of thc Board is :l noew 
innovation. I am surc the Finance 
Minister has considered the working 
working of the company law .ldminis·, 
tration, it is a wise ~  that ~ lIas 
taken to appoint a Board. We hope 
that this Boa.rd would ponsist of j)f'r-

sons who are eminent 'ind it '>Jill give 
a new life to company administratir>n. 

There ~ one point which Mr. Tyagi 
made regarding thc conversion of 

'Government loans into equity shares. 
I think he did not really understand 
the implications of what he was say-
ing. He said that through the back-
door Government has brought about 
a way by which it can nationalise 
any industry. Actually this is what 
he meant: Government could 
socialise the industry by ~o g 

Government loans into c·quity sna:-p.s. 
I am sure this is not the intention. 
Al! loans are not convertable, only' 
to loans that are given ~o the company 
on the specific understanding that at 
a Jater date, if they want it ':I be 
converted into equity shares, they 
haVe the right to do so. It is not us if 

any loan that has been sanctioned 
can be converted into equity shares. I 
do not want people to have t.h" mi,... 
apprehension that if they take loans 
from the Government, they are llable 
to be converted into equity , ~  and 
some day the uovernment mgy take 
over the industry. I think Mr. Tyagt 
did not quite understand ~  implica-
tions of what he was saying. 1 am 
sure Government has no idea or in-
tention of taking over the industry. 
This may create a very grave doubt 
in the minds of many industrialists 
and I do not want that they -Ihould 
have t.his misapprehension. 

I know that trusts which own a lot 
of equity shares in companies :have 
been abusing the privilege, 0: OWllPr-
ship. I know that many peop:", fur 
evading income-tax have started 
family (rus(s; most of the trading 111 
don.> through this fami;y trusts and 
the funds are invested in industries 
which they manage. I do not like to 
quote names in Parliament; I my-
self am aware of many ~ 

where the trust privileges have been 
abused. I am sure the Finance Min-
ister is also aware of many instan-
~ . A trust is created for public 
charity purposes and thev should be 
used only for the promotion of those 
purposes. If that privilege i, being 
abused, Government should. have 
the right to appoint their own direc-
tors and control the trust share capi-
tal, so that it would be used for the 
proper purposes for which the trust 
was started. 

I do not want to go into the details 
of the o ~ o  of the Bill. It il 
going to a Select Committee ana I 
am sure the Committee will go 
·through it clause by clause and plug 
loopholes, if any. I only want to say 
that the High Court has no pCYWf'TS 
to question witnesses or to go ~ o g  
documents again. I do not know how 
the Finance Minister will overcome 
this defect as it is envisaged here. If 
the tribunal finds fault with a person 
and if the caSe is 1~  to the 
High Court, the High Court can only 
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look at it as it pertains the !aw. I 
hope the Finance Minister will find 
some way whereby an mnocent man 
can get redress expeaitiously. If ~ 

is not at fault and if he can prove ~  
innocence. he must have example 
opportunity to prove his o~ . . 

~ ~1 ~ ~  ~ 
~ ~. ~~~  
~ ~  ~ ~ ~ ;n1!'U ~ f'li" 
"lIW q<: ~~ ~ emit ~ I lIW q<: 

~ ~ emit ~  ~ ~, ~  ~ 
w{T (R'fm- J ~ m- lITi:r i!T ~  ~ 

t. . -~~ 'li"T eft ;n1i ~ ~ I eft ;;rif 
~ m- ~ Q ~ lPTif ~, ;;rQt 
~0  <f.t, ~ I  'li"'t, ~ fii"!fT ;;rr W 
~, ;;rQt 'fMfiflIT ~  ~ ~  m 
~ ~  mnq;ij ~ 'lfm t;1. f:;r'f <!it 
\3"if ~ ~ if ~  ~ . ;;rQi" ~  lJ'I"if 
~ ~ I  ~1. ;;r'tfii" ~  ij" 
I ~ gi?;. CfT tf • .tit'!" ~ fi1"1; 'l"Q ~  

'iT fq; ~  ~  q;1 Iif(ll q;,;r ~ ~ 

~ ~  ~11 "3"5prr ~ I ~J ~ il 
f'ffifR"{ mQif ~  lfrr<:'FilR ~1  "lrpr 
~ f'li" CfQ ~~ f'f"'f 'li"1 ~3  :if; ml1;r ~ 
~ I 'fT1; 't l!TIf'fii" :r;rr, ~ 1  ~ ,!TIfif'fi 
~ ;wU ~ fii" ~ <'IT ~ ~ ;;rc;n <'fTllT 
;;rrit I 'Iftf, f'li"HT <tift <f.t Cf<'Hrr 'li",;ft ~, 
9;(lf, fq;HT <tift <f.t n;;r:r q;"{ifT ~, CfT 
<rQ (R'fit m nnik 'li"T$ ~ j  ~ 

.~ 'li""{ ~ I  ~ I ~ ~  <f.t ~  CfHit 
~ 't mn:( '1fT< ~ <f.1 ~ if 
~  ~ I ~  'IflI1: f'li"HT ~  if ~
f;:p:ff 'li"l" qf<f>IT oT'fi if ~ , ffi ;;ft"1f ~ 1  

~OO if 'fP ~~ ~ ~, ~ ~ , ~ ~  
~ ~ ~ ~ m'f(f ~ f'li" ~  ilil 'H 
~ lIT ~ I ~ ~ CfQitmr g~ ~, 
~ ~ CfO!i ~ ~, ~  ij" lfr'l'f g-m- ~ 
f'f ~ ~ ~ '1ft IfTllT ~ ~ :r;r'\"{ 
~ ~ ij" mtf ~  I ~ ;;rffi ~ I 

9;(lf"{ 1~ ~ <'IT ~ rrmif'fi "f<'IT 
~, ffi" ~ <mI" ~  a f'li" W 
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~ ., - "if ~ f"{q;pf ~  ri 
if!l"Tf'fi .n ~ ~ CfQ org:r ~  ~ .  ~ I 
fufq;;r '!i'7bi if ;;rTifT :r;r'\"{ f'li< CfQt ~ 
~ 1fi1i if ;;rTifT f'ffl"T lfI1!* moo % 
<rtf ~ 'fTCf ~ {I f"fitl" if ~  cmIiCI' 
~ ~  ~ I ~ eft ~~1~ % 
m if <riT ~ I  mcft ~ 'If'\"{ ~ 
~  m orgl ~  ~ <tm m ~ 
if!fT ;;r ~  tift ~ f'f ~ ~  ~1  ~ ~ 
lfrt m ~ - fq;t I ~  ~ ~ 
1{;r:;r"{ ~ lIT ~ ~ lIT ;;rT ~ 

~ 'fA ~, ~ - ~J.I  q<: en 
'f"qfiflli 'f>J 'f>Jrm ~  ~ '!;fT< ~A 
~  ':id'iT"f 'f"{ fi1'TT m'fi"if ~  ~  
if q;m m ~ ~ ~ ~ ~  ~  m 'li""{ 

'l;fl" ~ fP:l1r::r i!r ~  'fi ~ :r;rT"{ f ~  '!iTt 
it ;;rrzr 3;ft< ~ 'Hi "fHIT srTi!r1j W9'J'TT"{ 

'ft, 'l"Q: ~  f"f'l ~ I  'fT, ~ I ;;r) 
~ 'i§ lit" 'fi"Pl;ft <'IT it 1 ~ m ~ :rT O ~  
'fit ~  ~ 'li""{1T { I ~  .n'l"T3!'n" 
'li"l";r;f if'fT ~. "3"fl" it 'l"Q: ~ f'fi" ~  'fT11<'ITCf 
if ~  ij" ~  <fjq-n ~1 I '!;fill: 
llTHQ:TC'5":W 'lit ~ 'fT'1" ~  f'fi" ¥ ~  
ti"{ :r;roci§ 'fm-"f q;"{ <n, ~  ~ U' 
I 1~ ilil ~ 'li""{ <'fi, tlift'fi"f ~ J 

t:jf q;,a- "{{r qh S:tfq 'f.{ m"f '11f ~ 

~ fr 'li"['f h fJ. Ii 11 ~ 6  ~  ~ 1  
~ ;;rt ~ ~~ ,~ ~  'Ii""{ «tm I 
~  tf'flitc if ;;fr ~ ll'l":H"f ~ f'fi" 
rosT fnTtH Q:T. CfQ 'fg'f oTq; ~  

~ I ~  Ij;fl''li"if ~  ll-l'iIT ~ ~ 
f{;1.'f"f ~1  'li"l" rlHl"<'IT q;"{;r Cff<'IT ~  I 
f{'1'f"f <rifT:t 'f>J m I ~  if!fT ~ ? 

IO~  >T@" ~ f'fi ~  q;fl""IT ~ I 

~  ~  if ~  ifiPlf;:rlIT 'q"T ~ 'If'\"( 
~  'q"T I WH ~  ~1. 1 ~  ~ ffT ~1  

if ~~ ~  'lit 'fT'J ifgt" ~ :r;r1< 'l;flll: t:!;'fi 
ij' ~  m- ~  ~  QTft ~  
~ ~ '!;ff:Tq; il"ifTif ;;rr(l ~ ill ~  m 
w;rrqf('f ~ ~  <mI" ~ ~  Q ~ I 

~  ~ li'fTfilfi ;tm , ~ ~ 
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['iff ~  ~  

~, f.t;lrr ;;n ~ a I wf;;ro; ~ o  

~~  fifo ~.  if; ~ r ~ lfl';f.l it 
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~, C!<1i ~ 1 ~1 o  ~~ if>?:a- ~. I 

ltlfi ~ ~ '011 it ~ IDlR 
~  'qf3iiT {I ~ . ~ I it ~ ~ 
~ q-'h ~  ~ - illi -NC'fi ~ 1 it 
fifl/,m 'IT ~~ {I ~  j~ it 
I ~ ~  q-nn ~ fifo ~  ~  ~ ~ 
ltiT ~~ f ~  ~ ai ~ ~ f<f> if;;ti;f OfT 

~ j ~ ~ I 'fll"l ~  ~ ~ 
'l<: '1ft ~ ~ <tT ~  ~ ~ ? 
~ ~ ~ 'fi".i it lIT ~  qR ~,-
oT ~ 'l<: ~. ~ ~~ ~  I 
itm ~ ~ ~ fifo Wij 'fir C'q 'I" <n:T 
~~ <'IT ~  'l<: ~ ~ if>':7, m ~ 
~ I OfT ~ ~  ~ ~.  m?1 ijT1i 
f;;n:r ;;rrit ~ I ~ ~.~  <f;m;rr <n:ffi' 
~ CI'i ~ ~ ~j,  ~-  ~  ~ I 
.. ~ ~ it ;;f-i ~ ~  ~ fifo wfu;r 

m, <'1"1{ \l1;ffiT iRTif ~ ~ {OIl, 

~ o1lfi ~ ~ I ~ ill" ,"fClt> m- ~ it; 
~~ '1"«11 I ~ mq ~  !fiT 
crrcrr ~ ,~ ~., ijij' ~~ ;a-!f ~ 'f ~ ~  
~  ~ OfT 1!1 ":rT m;:r/ ~ ~ ~ I 
lil'il'mq ~  'to, ~~,~~  ~~ 
m .m lIT ~ , q ~  Iti1 m If'f"if 
If,'l> Ofr 1I>T{..mr ~ ~ ~ ~ I ~ 'R 
IfWifi'f ~ OfT ~II  ~ ~ <mVf mq; 
~~~,~~ ~ 
t,iT qR $!'R ~ if(Y ~ t a1 ft 
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~~ m'li orr >it tifsrfu1fc f'RT ~ 
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~ ~, ~  ~ 'if<iI{ ;;mit ~, 
~ +ft IJiTs rn ~, crrmT ~ ~. 
~ 'liTllilT ~ J ~ q)1: ~ cr<& ij-~ 
lti1:iJ ~ ~ J ~ q'h: ~ -~ ..rr 
~~ ~ ~1 flfi.lfT ~ , ~I ~ 

~ 'fi) ~ if@ ~  crT ~  ~ . I  
qtIT, ~ ~ ~ ~ ? it ~  
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~ ~ ~  

... ~  ciT ~ ~1 f'fi ~ if; r ~ if ~ ... ~ , ~ ~ 
, ~ ;;or ~ 'fiTliIl' 'fi<: rorr 1 ~ OR 

~ @" frilc: ~ 1 ~ ~3 'fi<: '1i 
~  ~ ~ ~ ~ em ~ ~~I 

1 ~ I 'fiT ~ ~ ~ ~ ~ @" 
'$TI I ~~~~~~  
~~~~ ~ ~~ 
'iq'AT m ~ ...n: ~ if; jj ~ l'fMi 
'fiT ~ ~  ~ ~ 1 I1 ~  
~ R:;r ~ 1 \11ft ~ r;;rR: m 
'it if@ ~ ~ 1 ~ m ~ if; fmt 
~ ~1 fmrn ~ "h ~ ~ ~, ~ 
~ ~ ~, f'Rf'IT ~ ~ ~  ~ 
~ ~, f'fiCRT @" ~  'fi'r ~ ~, 
~  <it ~ ~ 1 ~. o  ~ ~ 1  ? 
ili"1f;:p:fT if; :;:rf\it irT ~ ~ 1  1 ~. o 
~ \IT'l' ;rrrro ~ ;rrrro ~  <R: ~  

~ if ~  f'fi ;;or if; 'fiN if ~~ m-m 
~ lIT ;;or if q;m fw f'f>lIT ~ 1 

~  ~ tpIT ~ fir. ~ 'Ii1i ~ ~ 
tlT<fi <'IT <it itr:r qn:: ~1  <n: ...,1'r.,- 'fit 
~  ~ ~~ ~ 'lim .~ ~ 
'IT<'fr "frn ~ I ~~ ~ "'1-'lT ~  f'fi 
~ ~  ~  ~  'l"T<fi <'IT OR \I':ft;;r 
~ lJi'iT iff<: 'Z.tr'fif ifiinrr ~ ~  f'fi 
m;r ~ if 'lim oro ~ ~ ~ 

~~ J~~  1 

~ ~ ~ fr. flJcm: ~ 'fit 
~ ~ ~, ~  m 'fit ~ ~  

t 1 ~ ~ '" l1;'R: ~ ~, f<r<y'f ~ ~, 
~ oT'fi ~ 1 ~ ~ oqfu:r 'fiT :;r) 
~ ~, ~ J ~ m'1 oT'fi 'fi<: ~ iff<: m'1 

~~ if; fmt fqf;;r.g l[T ~ 1 \I"f ~ 

~ ~ ~ ~, ;;or <it 'qif oT'fi f'filIT 
;;nit o ~ mfu :;r) ~ ~, ~ ~ ~ 
~  :;rr ~ ~ 1 ~~ ~~ ~ ;;rf;w 

1 ~ it mit ~ <it 'qfq' 0');; rn ;;rr 
~ I ~ ~  

~ ~~ i!:Tffi" ~ ~  \IT'l' ~ 
~ ~ J J ~ m 'fi<: ~ ~ 1 ~ J it 
ifi't{ ~  <tT <mr ~ ~ 1 ~ "" 
~ ~  ~~, ~ ~ <tl' 
~ l[t, ~ <it ~ oo;;nit ~ 
~ w:ft ~, ~ <it ~ f'filIT ;;nit, ~ 
~  ~ j  'fiT f'filIT ;;nit 1 <fc 'fi<: ~ 

~ l1;ie 'fiT ~ 'fi<:ifT, '¥fU ~ 
... 'h J~  ~ if; mr 'll;;r;IT, o~ 
~ ~ 1 fij":t'P-" 'fiiriT ~ ~~ ottT 'fir 
lJ "tlfr I li1i -~ ~  'fiT ~  ~ 
ifR lTU'l ~  'fir i[T iW ~ it 
~ ~, ;;or ~ ~  ~ 'fi<: ~ 
~  ~, fif:1'!<'T 'fi<: ~ 'fiT \l1:'flil 
<f>1:if) ~ 1 iW crm- ~ :;rqj ~ ~, 
~ :;rqj flf:T1Z i:lf;r1mif l[t, :;rqj :;rq:t 
l1;it?'f 'fiT ~ f'filIT :;rmr lIt, Cfqj ~ 
<n:>rm 'fi<:;; ~ fij"iITlT \1'\7 ~ \l1:T'fiT 
~ ! T lJ;r.m ~ .. t<: iflT<: 'fi'r { q)T \l1:T'fiT 
~ if <'fTlIT :;rritlTr (iT 'f\'[ q;:1 Q:TlTf 1 

~  ~ 'fi<: it ;f5"fT ~ ifl<: ~ 

~ ~ ~ ~ ~ I 

Shri V. B. Gandhi: Mr. Dcputy-
Speaker, Sir, now that we have beeD 
givcn an assurance by the Finance 
Ministor that a comprehensive Bill, 
in which wLl be incorporated somlt 
of the recommenda:i:ms of the Dap-
thari-Shastri Committee, is going to 
be brought before the HOUSe very 
soon, probably next session, I think 
we can leave the matter at that. ThW 
Bill is an urgent one and we can ac-
cept its urgency. The memory -
fresh in this House of the many m-
stances in which managerial person-
nel of many large and important C:lm-
panies were involved in cases of irre-
gularities, malpractices of all kinds, 
defaults, frauds and event breaches 01 
trust and SO it is absolutely necessary 
that a measure of this kind should be 
considered and passed into law .... ith-
out undue delay. From that point at 
view, this Bill has not come befG" 
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the HOWie any too soon. We know 
DOW very time-eonsuming some of the 
existing procedures can be in our 
effort to bring to book persons guil ty 
of mismanagement, fraud etc. in re-
lation to jOint stock companies. Quick 
action is, therefore, very desirable. 

Here I will enter a mild protest at 
the way in which these Bills are being 
"rought be'ore this House in such 
quick succession. Members should be 
liven time to study, to deliberate and 
also to collect material for a fuller 
treatment of the subject before the 
House. Passing legislation hastily 
with(>ut properly digesting it is 
not a very good thing; it should be 
avoided. 

The principal object of this Bill is 
two-fold; firstly, to provide for the 
.etting up of a tribunal which will en-
able the Government to remove the 
managerial personnel of joint stock 
companies on the basis of the findings 
of that tribunal and, secondly, to pro-
vide for the constitution of a board of 
company law administration. It is 
proposed to entrust to this board most 
of the powers and functions of the 
Celltral Government. We accept both 
these objects. There is something ill 
the point the Finance Minister made 
that when a matter is deliberated by 
a board, by more than one indi-/idua!, 
their decisions are likely to prove 
more acceptable, more valuable. But 
I am not quite sure that kind of a 
board is necessary at this stage. We 
would like to know if there are any 
instances of other countries where 
.uch boards or such machinery is pra-
vided for this purpose; not that we 
!nust necessarily follow other countr-
ies and not initiate any original m&chi-
Dery of our own. But if quick 
decision is the desideTatum, I am not 
yet quite sure, I am not yet convinc-
ed whether an arrangement of taking 
decisions through the board will be 

. the quickest method. 

Then, there are other objects too. 
For instance, there is the object of 
preventing the use of voting rights of 
a trustee for the personal interest of 

the donors. We can straightway ac-
cept that object. Lastly, there is one 
more object to which some reference 
can be made, and that is, in CiUea 
where Government has advanced loana 
to companies, Government would Lite 
to take power to direct conversion of 
such a loan into shares in that com-
pany on fair and equitable terms. 'J.·lUa 
too is an object to whiCh one cawlot 
object. My only suggestion would be 
that we should carefully go into the 
ethics of the step, but as a general 01>-
serva :ion I will repeat that it is all 
acceptable proposition. 

The procedure to be foIlowed 1ft 
cases that will be considered by the 
tribunal is going to be something like 
this. The Centra! Government will 
refer to the tribunal cases in whicb 
persons are involved in mismanage-
ment, irregu!ari;ies and other mal-
practices. The tribunal will inqUire 
into the cases and record its finding. 
The finding will be a clear statemenl 
from the tribunal as to whether SUM 

a person is a fit and proper per30n to 
hold office in the management of thai 
company. There is, of course, a lJro-
vision for appeal to the High C(1urt, 
but that is qualified with the pro\'lso 
that it shall be only on questions of 
law. As I said, the principal object is 
to take power for Government to re-
move managerial personnel on the 
basis of the findings of the tribunaL 
There are certain provisions in thi. 
Bill which will have to be very cnre-
fully considered by the Se:ect Com-
mittee, and this matter is going to • 
very competent Select Committee 
for further consideration. 

Then, there is this proviso on page 
10, to new section 388F, which 83ya 
that if the tribunal- has given (lny 
finding against any partner of the 
company. the Central Govl!rnment 
may remove the management and eV"ft 
the managing agents of that Culll-
pany. Of course, there is a further 
provision that a reasonable oppur-
tunlty to show cause against U·e 
order is to be given to the aggrie-
ved party. But I am not quite 
sure whether in our reformiAg zeal 
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.ome of these thing:s we are not gotng 
at a rather fast pace. 

There is also a provision in sub-
.ection 3 of the new section lIBBF which 
says that the persons found guilty will 
not hold office in any company during 
the period of five years from the date 
of the order of removal. Here also I 
thought, perhaps this is a case which 
deserves a very careful consideration 
on the part of the Select Committee. 

Finally, I would just make one plea. 
This House should. remember that in 
the joint stock companies' world, there 
are a very large number of joint sock 
companies, a majority of which are 
well conducted and whose management 
is above board. This m:ljority may be 
am:mg the small companies or the 
moderately large companies, but they 
are well behaved and, as I said, in our 
zeal for reform let us not do anything, 
or at least we should take care to see 
that we do not do anything, that will 
make it difficult for these small com-
panies to carryon their business with 
all these new and too many restrictions 
and with all these attitudes of sus-
picion. I hope, what I have said here 
is also the experience of the Company 
Law Administration in this matter. 

Mr. Deputy-Speaker: Shri 
Lal Saral. He is not here. 
,"onavane. 

Shri Sonavane (Pandharpur): Sir, I 
dse to oppose the motion for referring 
the Bill to the Select Committe. My 
grounds for opposing it are simple and 
Itraigh:forward. I know that this 
amending Bill has emerged as a result 
of the findings of the Vivian Bose 
Commission. When the report of that 
commission was discussed, the Law 
Ministry and the Finance Ministry 
were criticized heavily for not bringing 
forward early legislation to plug 100P-
koles 01 whioh the management of 
companies took advantage and indulged 
in several malpractices. The Govern-
ment took time, thought over the 
matter and have come before Ws 

House with this amending Bill. As it 
was stated by the han. Finance Minis-
ter, this Bill is of an -emergent nature 
and a comprehensive Bill would follow 
later. Under these circumstances I 
fail to understand these delaying 
tactics of sending the Bill to the Select 
Committee and of wasting time. If my 
han. friend who moved this motion 
wanted to correct some of the bad 
features which, according to him denied 
natural justice and also fundamental 
rights to some of the company mange-
ment, he c:mld have come forth wi:h 
amendments to whatever features that 
existed in the Bill and placed them 
before the House and then we could 
have considered th-e matter. But he 
has not done so. He has not broul!ht 
forward any amendments to the Bill. 
He just wants that this Bill be refer-
red to the Select Commlttee and that 
it should come back with a report 
before the close of the sessio:!. I think, 
that is not a very happy thing to do. 

There is another thing. Why has 
the hon. Minister not come forwald 
with a comprehensive Bill at this time? 
He has taken about three or four 
months. He could hgve brought for-
ward this Bill during the last session 
and could have got it through. He did 
not do that and has come with this 
amending Bill. Afterwards we will be 
asked to pass a comprehensive Bill. I 
think, this is too much and this type 
of delay on the part of the Ministry 
is not justified. 

I have said that I oppose this motion 
and while saying so I have stated my 
reasons. It will be in the fitness of 
things that we pass this legislation 
without delaying the matter any 
further. The hon. Mover of this motion 
has placed some reasons before the 
House, but I feel that he should have 
come forward with the amendments to 
the Bill and saved the time of the 
House He should have avoided the 
delay 'that would naturally be caused 
to the passage of this Bill. This is the 
view that 1 wanted to place before the 
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House. The Bill should be passed just 
now, it should not be sent to the Select 
Committee and time should be saved. 

Mr. Deputy-Speaker: Shri Ranga ... 
He is not here. Dr. Ram Manohar 
Lohia. . .. He is not here. The han. 
Minister. 

Shri Dai rose-

Mr. Deputy Speaker: A Member 
from your Party has already spuken. 

Shri Bade (Khargone): Four h"urs 
are allotted for this Bill. 

Shrl Hari 
(HeJshangabad) : 
come. 

Vishnu Kall1llth 
Prof. Ranga has 

Mr. Deputy Speaker: Prof. Ranga. 

Shrl Raoga (Chittoor): Mr. Deputy-
Speaker, Sir, I find that this Rill seeks 
to confer vast powers upon the Gov-
ernment. The need and the advis-
.ability of placing SO much power in the 
hands of the Government over the 
joint stock companies and the public 
en terprises have to be very carefully 
~o  by this House at this stage 
and by the Select Committee also. Our 
willingness to give so much power 
will largely depend upon the confidence 
we have in the Government of the 
day. As we find that this Govern-
ment is not only interested in gaining 
more and more power over people's 
enterprise as represented through these 
joint stock companies but also is not 
80 efficient or competent or honest, we 
are naturally hesitant in agreeing to 
all th'2se powers being gi ven to the 
Government. It is a notorious fact 8l,d 
admitted by quite a number of Minis-
ters at different times that our admlnis-
iration is not efficient. It is also large_ 
ly admitted that our officers cannot be 
relied upon to discharge their duties 
either satisfactorily or honestly in very 
many cases. In addition to that, it iR 
not quite clear that the Government 
is prepared. to free Itself from its own 
Party interests in coming to decisions 
in regard to such important matters 
which affect the day-to-day . adminis-
tration of the joint stock eompant. 

and the people's enterpirse. I agretl 
that the Government has felt itself 
concerned over the manner in which 
quite a number of joint stock com-
panies and their managements hall 
themselves not conducted their affairs 
in the interest of the share-holders to 
start with and also in the interest of 
the public. Therefore, they have taken 
power from this Parliament on other 
occasions to interfere on suitable occa-
sions, as they considered them neces-
sary, in the management of these 
various companies, such companises as 
come to be adjudged as being mis-
managed by the board of directors, 
directors and their management. Al-
though they have taken this power for 
themselves for very good reasons, for 
a very good public purpose, unfortu-
nately we have found that the Govern-
ment itself has come up for a lot of 
criticism-and justHiable criticism 
also-at the hands of the public and 
also the private interests. Under these 
circumstances, it is difficult for me to 
agree with the Government in their 
attempt to assume SO much power over 
the management of all these joint stock 
companies which are responsible for 
the management of a large section 01 
people's enterprise. 

Sir, we all know how these licences, 
controls, permits and regulations are 
being exercised and used by varioul 
Government officials and gOV'ernmental 
authorities and even by persons right 
up to the ministerial level also who 
ihold responsible positions in this Gov-
ernment. The manner in whi:h the,. 
have used them has not been saLi:l-
factory. It has not given satisfact't'R 
to the public; it has not given ~ 
faction to these joint stock com-
panies and to most of thuse 
people who are responsible lor 
the management of the public 
enterprise or private enterprise. Now, 
under these circumstances, to try t. 
give power to the Government to 
remove from the board of directol'iJ 
any director and also any other mana-
ger and any power of Rttorney. Is to 
invest in them the controlling power 
ovsr pubIlc enterprise or people" 
enterprise. We know haw in StaW 
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the cooperative organisations are being 
interfered with for political reasons by 
the State Governments and also how 
even in the so-called panchallati ra; 
the local administration is being inter-
fered with by the Government. And 
now the Government wants to take 
power to interfere with this very 
important and powerful section of our 
industrial management and industrial 
leadership in our country. 

Now, they want to take powers to 
convert their loans into shares, a3 one 
of Our friends who was very happy 
about it said this morning, with the 
possibility of converting themselves 
into majority share-holder in as many 
joint stock companies as possible, 
either directly by themselves because 
they would come to own the majority 
abares in a company or in alliance 
with minority share-holders and in 
that way convert those companies into 
their agencies. They may say that 
when they raise any complaint against 
any management and place this com-
plaint before the Tribunal, it would 
bi! open to the Tribunal alone to con-
duct the inquiry and then come to its 
conclusion Whether or not the Gov-
ernment's complaint is justifiable or 
not. Government may say that all 
these provisions are there. But even 
then the mere threat of demanding an 
inquiry like this, placing a complaint 
before the Tribunal and forcing the 
management to 1:0 through all the 
ordeal of having to defend themselves 
before the Tribunal, and if by any 
chance the Tribunal's judgment goes 
against them, then to have to go to 
the High Court and there also to try 
to obtain j u'stice for them3elves as 
they deem it necessary for themselves 
and that too only on matters of law 
is to put them under so much pressure, 
political and economic, financial and 
commercial, that I am sure quite a 
large number of the managements will 
simply be shivering in their shoes Bnd 
will be onlv too glad to agree to any 
conditions that may be prescribed by 
the Government concerned, by the 
Minister or the Ministers concerned, 
-whether those conditiolll are prescrib-

ed in the interest of their companies 
only or they are prescribed not only 
in the interest of their companies but 
also in the political interest Of the 
fuling party. It does not matter 
which particular Party happens to be 
in power. Fortunately or unfortuna-
tely, in a representative system of 
Government as we have, whichever 
Party may be in power, there would 
always be a temptation for the wiel-
ders of that power on the ministerial 
benches to try to use it as far as it is 
convenient, as far as it is possible and 
as far as it is wise for them to do so 
consistently with their holding the 
support 01 the electorate for their own 
political interests. Under such cir-
cumstances, it is indeed very danger-
ous to arm the Government with so 
much of power. 

Then, there is the question of the 
managing agency. For a very long 
time, thIS HOU5C has been worried as 
to how to control this managing agency 
in such a way that it would serve the 
interests of the public as a whOle and 
it could be freed from all the evils 
from which it has b"en suffering till 
now. There were very many solu-
tions offered. Some said-and quite a 
number of us were included in that 
category-that the manag:ng agency 
system should be done away with, 
But, some others backed by Govern-
ment from time to time felt that it 
was not time enough to get rid of this 
system. In the end, anyhow, a com-
promise was reached, and the manag-
ing agency system was allowed to 
function with very many restricted 
powers. 

Now, this Bill does not say that the 
managing agency system should go, 
lf it had said that, then one would 
have understood it. It does not say 
that the managing agency should have 
only limited freedom; i"l it had said 
that also, then one could have under-
stood that. It does not stipulate any 
other conditions in addition to what 
are already to be found in the Com-
panies Act, which would iO to streng-
then the hold of the shareholders over 
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the managing agency and prevent the 
managing agency from playing any 
kind of mischief. It allows the manag-
ing agency to function as it is, and at 
the same time, it holds the Damocles' 
eword over it and frightens it with 
this threat that at any moment, it 
would be open to Government to place 
their own complaints against anyone 
of them or all of them who are includ-
ed in the managing agency of any 
particular concern, before a tribunal, 
and once thc complaint is placed 
before the tribunal no one knows 
how long it is likely to take. So, 
during that period, alI these people 
will be kept under duress, and they 
can be 'samjnaoed', as it is put in 
Hindi, and they can be made to do the 
bidding 0'1 Government not only in 
regard to the particular company con-
cerned but in regard to various other 
things including politics. I com;ider 
this to be a sinister possibility, if 
this Bill comes to be pass'cd in the 
manner in which it has been presented 
to us. 

Then, there is the question of the 
appointment ClI the tribunal. The 
tenu!'"c of office of the tribunal is not 
stipulated here. The powers also are 
kept vague. All the power is kept in 
resel'"Ve with the Government them-
lelves. Any moment, for any parti-
cular period in whatsoever manner 
they like, they are free to appoint 
the tribunal. It is a draconian thing. 
It does not look as if they are treat-
ing this House with sufficient courtesy 
and respect. It is trlle \llDt they 
.hould be given some latitude in order 
to stipulate some of these things under 
their rule-making power, but that does 
not mean that they should keep the 
whole thing in such a vague condition 
and ke'ep all these powers in reserve 
in order to settle how this tribunal 
Is to be brought into eixstence, and 
with what powers, and for how long 
the members will hold office, and other 
luch important aspects of the activity 
of the tribunal. 

I am glad that a board is going to 
be c!'"eated for the administration at 
the Companies Act. Some of us had 

suggested some such thing with quasi-
judicial powers, so that the Company 
Law Administration would not be at 
the mercy of the political whims and 
fancies Of the ruling party. Therefore, 
I am glad that this proposal is being 
made. At the same time, I would 
like to know who the members of thi'S 
board are going to be. For how long 
are they going to hold office? Are 
they going to hold office for three 
years? If so, are those members going 
to be changed after thOse three years? 
Or, are they eligible for re-appoint-
ment? What will be their qualifica-
tions? Except for one who is to be 
chairman of the tribunal, for all the 
other people, there are no definite 
qualifications prescribed. A number 
of alternatives have been given. They 
may have experience in the mana-
gement of companies, or in trade or 
in commerce or in industry or they 
may know law or they may have any 
other qualifications, but no definite-
ness is to be seen in the provisions 
that have b2en made. as to the quali-
fications either of the tribunal mem-
bers, except the chairman, or of the 
members of the board for company 
law administration. 

Again, when Government want their 
loans to be converted into shares, they 
are completely at liberty to make their 
Own decision, and the compnay COR-
cerned or the industrial concern 
affected has no power at all even to 
ask for a modification; it may go and 
beg fOr modification hut it has no 
power to ask for modification. It can 
do so only by going to the tribunal, I 
suppose, in the first instance, and 
afterwards to the court. That kind 
of procedure is likely to be costly, 
first of all, to the shareholders and 
secondly to the management, and it 
is also likely to be very troublesome, 
and all these ~  will tend, as I 
have said, to minimise Or restrict ()r 
diminish the freedom of choice and the 
freedom of action which ought to be 
there for the managements of theS'e 
ioint-stock companies. It they really 
are to enjoy that freedom, which 
alone distinguishes them from State 
enterprises and it gives them the 
necessary resilience and freedom of 
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initiative and enterprise. If once you 
rob them of their freedom of enter-
prise and initiative and make them 
simply dance to the tune o'I Govern-
ment, then most of the advantages 
that accure to public 'enterprises or 
people'.s enterprises as compared to 
State enterprises would be lost. 

The hon. Minister has said that it 
is Government's policy to promote 
productiOn and developmeIt. Deve-
lopment and production are to be 
achieved, according to the present 
pOlicy of Government, not only 
through State enterprise but also 
through public enterprise or people's 
enterprise. We know now the evils 
of State enterprise. Government 
themselves admit that they suffer 
from sO much of bureaucratisation and 
so much of rigidity and controls and 
inefficiency too. and we have seen also 
through the bitter experience Of t!1e 
State enterprises that they have not 
been able to make a good job of it 
either from the point of view of busi-
ness principles or showine profits or 
from the point of view of even pro-
moting production. 

In these circumstances, it is even 
more dangerous and indeed even more 
deletaious to the industrial growth 
of our country if the people's enter-
prise is going to be saddled with 
such restrictions under the powers 
which are now sought to be given to 
Government. 

Then, Government have brought in 
this question of public interest, and 
a number Of sect\0ns of the Act are 
sought to be amended in order to 
introduce this element of public inte-
lest as an additional power in the 
hands of Government. Who is to 
decide whether any particular order 
given by Government or instruction 
given by Government or inquiry 
ordered by Government is entirely in 
the public interest? Government 
alone have that power. But they have 
not defined it, and I dare say, ad"ised-
ly. But it gives them so much power 
that they are free to interpret it as 
t.hey like. It will rob the people's 
enterprise of the little free which it II 

now enjoying. Let us make up our 
minds about one thing. Do we or do 
we not want thiB public or people', 
enterprise to enjoy more freedom 
than the State enterprises in makin, 
their decisions, in taking risks and ill 
going ahead with production activitiGli 
and in planning for further deve-
lopment? 

My hon. friend, the Finance Minis-
ter, has said that today in the textile 
industr!, as in several other indust-
ries, the people's enterprise h"s not 
been sufficient]y resilient, or dynamic, 
and therefore, has not followed 
the advice of the Government 
in reorgamsIng their equipment 
He m3Y be right-I do not contest 
that. I would also like the people's 
enterprise to be even more adventur-
ous than what it is today, more resi-
lient too. But when Government take 
and exercise these powers, especially 
this arbitrary power of interpreting 
this 'public interest' it will rob most 
of this people's enterprise of the free-
dom that they are eXercising at pre-
sent. Therefore, I would like the 
Select Comm:ttee to go into thi. 
m3tter of public interest and then see 
whdher it would not be possible ~ 

them to giVe some clear and definite--
as definite as possible-indication of 
what they mean by 'public interest', 
and under what circumstances alon. 
Government would be 'entitled to 
invoke this conception of 'public inte-
rest' and exercise their right flowing 
from that and in that way impinge 
upon the freedom of people's enter-
pris'e. 

I would like to have some assurance 
to be given to Parliament as to the 
appointment of the Board as well a. 
the Tribunal. In recent past, We have 
seen quite a large number of these 
High Court Judges looking forward 
to being appOinted to such tribunals, 
so much so that while they are Higb 
Court Judges, they are unable to be 
free from this temptation...,-not all of 
them, a number of them,'-of trying 
not to displease the authorities at any 
centre so that their future chances of 
bein, appointed as tribunall might not 
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be spoiled. Adding to these ~
tions is also not a good thmg. I 
woulj rather-I do not know ~  
my hon. freind would agree to thIS 
proposal. because we have.. unfortu-
nately, been following thil kmd at 
procedure in various other respects 
also-that this choice should be res-
tricted to the High C<!urt Judges only 
-nnt to the retired High Court 
J ~ -o  to lawyers of ~  

length of practice which would entItle 
them to be appointed as HIgh Court 
J u :iges. I would rather that the chair-
m1n of those tribunals be appomted 
only from the functioning High Court 
Judges. 

May I take it that the han. Minis-
ter is "greeing to the motion for refer-
enCe to Select Committee? 

The Minister of Planning (Shrl D. It. 
Bhag-at): Yes. 

Shri Ranga: I hope that when it 
com0S back from the Select Cc.m-
mittee. '" 

Shri Sonavane: Why does he 
presume that? 

Shri Ranga: .... this Bill would 
be more acceptable to us than what 
it is today. 

110 mf J ~ ~~ ~  

~~.~ ~~~ 
if; ~  ~ 'fiT ~ ~ ifiW f'fi ~ ~ 
~ 1  "l'rt "l'rt ifi+f ~  iflitfit; 
6f'iRI'!fm ~ OR ~ ~ 1 WR ~ 
cmr ~ ~  of ~ ~ 'fiT'!'f if; ~ 
it WR ~~ Of ~ Q1m 1 WR "l'rt "l'rt 
1fT ~ ~ ~ if; ~ ~ of omr 
~ o'Tifi ~  I ~ O  ~ <'f1Tm ~ f'fi 
~ ~ ~ ifiPIT'flIi ~ ..". ~ 
it ~ ~ m ;;niT ;;it ~ ~  ~ 1  
~ ;q'h: '1ft ~ , ~ ifiPIT'flIi 
~ ~ i!iT ~ cmt ;;ro m 
~ ~  ~  OR ~  ~ 
q-~ ~ O  iiI'fffi if; ~ '1ft 'R1it 
~ li>1{ q;;t ~ qftrr I 

'. 

~ ~ ~ ~ if q;i lfimT i 
~ ..". ~ it '>it<: ;;r'fflT ii 
~ it 1 ~~ if; ~ ~ ~ ~ IflITVI' 

if ~ trr ~ f'fi ;;ril ~ "fT $ 60II1I"1le 
f<rn ifft « ~ aor ~ ~ if; ~ 
ornm: GTlf it ~ ~ ~ ~ ~ I 
~ qcfe"ll"lql{l . ~  
m "1'f.t if; ifR ~ 't",)qfro if; ~ 
ornm: ~ ~  ;ffi ;;rr ~ qT ... 

"" .0 'Uo ~ : fm: ~ ~ , 

110 mf ~ , ~ : ;;it ~ 
~ iffif ~ ~ i!iT if Cfiffi' OR o!:rr ;q-')'{ 
~ ~~ , ~ O  ~ crT ~ ~ 
~ ornm: ~ ~ 1 ~ j  iff ~ ;r ~~ 

'li ISOII1I"1le ~ m ;;r<ITif ~ f'fi 111 
~1  ~  ~ 1 lit !q'lft ~ iff 

~ om ~ "IT<'fte' ~ .  ~ 
~ ifi'{C!T ~, ~ ~ 1 ~ We ~ 
~ lfft om; ;r@ ~ ~ I fur « 
"IT<'fte' ~~ ¥NiT ~ ~ ~ 
'foBT ~ 1 ~ ~ <-PffiT H'fi ~ ~ ~ 
~ ill ~ ifi<: ~ 'fiT mm qT Cf'I{) 
~~ ~~1 ~~ 
~~ ff '1ft ~ 1ffI'OT ~ ~ ~ 
~~  <it{ fi ;r@ ~ f'F ~ ~ 
om; it ~ ~ ;qrif ~ ~~ it, ~ ~ ;q-')'{ 
'1ft ;qrif 'f<'fT ~, lITift lIW 'll1 ~ 
tIT it¥ ifilf ~ ;q-R ~ ..". 'ifhI1 if; ~ 

g ~~ 1 ~ ~ I  

~ ~ ~  
qR ~  ~  'if'till if; 00 ~. 
~~~~~  ~ ~ 
~, ~ qT ~ ~  I ~ 'ifhI1 if; lITI11 if 
IlI"t q;i ~ qq ~ ~ ~ f'fi fi COII1I'ijI(t 

~ ~~ ~ . I ~ 
f. ~ ~ ~ GTlf '1ft qet :;t.r ii\'Tllit, 
q;i q-t'\l 'f<'fT ~ , 

It 1l1'rnT i flti ~ m ~ ifiI' 
flm ffi (I' ~ ~ a<Ii ~ ~ 
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~o ~~~  

~ ~ Cfif iJ'fi ~~ it ~ ~ 
"'VCf mTm ~ ~  'lim I ~~. 
~ ~ f;rf.f <mft ;mr ~ ~ it 
~ ~ ~~ ~~ 
~ ~, ~ 'i;ftqf0' 110 ~ ~ I ~ 
;;n;r.rr ~ ~ fifi {tffi m ffi;mr ~ fifi 
~ ~  ~ ~ ar'J<;ffi ~, ~ ~ 

~ tn' ~ ~ ~ ~ ~ lffif-ro 
ire ~ ~ Cfif ~ ~ emm: <n: ~ 
~ ;;rnrr 'fimT ~ I WR ~ ~ 

II>l ~ tn' iffi!R ~  fit ~ ~ 
~~~ ~ ~ ~  I ~~ 
~ 'i;ftqfCf7iT 'Ii't ~ ~  ~, ~ 
<t>T q;rm ~  ~ I Cfif ~  ~ ~  it 
~ 'lft rn it ~ ;mr ~ fifi ~  ;mr 

!tiT ~ ~  ;;rrit fop ifl1T ~ ~~ emm: 
<n: mn: 'm 'R<TI ~ I ifiliT if;1{ 
'Iin';fl 1 ~ mm, 'Flft ~ ~ 
~~ f<f; ~ u:m: <rr.f l!I"R <'fiT ~ 
~, 3i'T\ ;r;R <'fiT ~ ~, ~ <'fiT ~ 
~, ~ ~ ~ ~. ~  <'fiT ~ ~ I 
~~~ ~~ ~I1  
~ (f'fi q';ftqfer ~ ~ Cfif O'<f; ~
qfifl<T <t>T ~ ~ ~~ <r ~ ~ , ~ <:iT 
m{T ~1  ~ ~ ~ I ~ 

~ 'Ii't ~, ~ ~ ~ <r ~, en 
~ ~~~ ~  ~, 

~ ~ O ~. en 'lit ~ ~ <mft 
;mr ~ ;;mit ~ .... 

'" ~  ~ ~  
J ~~~1 

WTo U'f ~~ ~~ : fri 
~~ I ~ ~~ ~  
W'1 m ;;rr !fl{ ~ ~ m;iJlIl 

~ I ~  lilT t>MII'II'qI(\ if; 'i!fW 
~ ~~~~ 

~~ ~ ~~ ~ 
t fif; m ;;rR <n: ~ ~ ~  ~ 

~  ~  ;jfT m <rgcf TR ~ ;mr it 
~~ ~, 00 ~, mzf{ ~ ~  liT ~ 
~ ~ of.ti 'ffi<r ~  ~ I 

,"., ~ ~ ~ 

~~~I 
18 hn. 

WTo U'f ~ ~ : ~ ~ 
\!I'rRT ~ fifi ~ ~ ~ if; 'W 
~ ~ i iI"R ifl1T ~ 'Oi mWrr I 

~ 'Oi m ~~. ~~ ~ it 
~  mWrr, ~ lIR it fifi t:1;<f; m ;:ft1r 
~ ;;rRr if; forit ~ iR ;;n1tlrr 
~ 1  ~ Ilmwr if>l" ~ m if; forit 
cfli iR ;;n1tlrr I ~ ern: <n: fri 
~  'ifW ~ ~ ~ it. ~ ~ 1  ~ 
iI1i I tr<f <.r:l ~~ i1<1 '1;1")<: ifTi i ;r;r 
;jfl;f if; ifR -.fr it ~ 'ifW ~ ~ 
if; ~ ifn: ~ if; ~ <:lFIT 

~ ~ f<f; ifl1T ~ if;1{ 'fi'f; '1i:rr , 
~ ifl1T ;mr ~ fop ~ ~  

j ~ 1~II  'FmT ~ '1;1")<: ~ if; ~ 
~~ I . ~~ ~~  
~ WilT I 1:1;<f; en ~ 'RT, 1fiT1;f'r 
'iFn. '1;1"'; ~ ~ ;jfT ~ fwrr ~ f<:<IT 

~ I ~~~~~~~, 
~ ;m f;;rn ~ it 'lit ~  ;;rm I it 
~ ~ 'for fJf'li ~ f;;rn ~ ~ 
~~~~~ ~ ~ 
~ ~ if; f<'rlt ;;ru ~ ~ 
mf<rcr gt I ~ ~ cmft . ~ 
~ <f;1(4Yhl'1 ~, 'l;l"n: qor ~  \nT it 
I ~o ~~~1 ~  

.!>'" ~., 
;;IT ;n:r if; I , ~ 1 ~ ~ '" ~  ifif!m 
lfi't 9iI'R 'f!T'f it ifiTTIT ffi<: <n: ~ 0 tn' 
~  ~ 1i'll1T ~, fri ~ ~ it 
~, \nT 'lft ~ ~ ~, ~ iT\-
IfiT'1'<ft" ffi<: <n: ;;IT 1i'll1T f <:<IT ~ ~ ~ 
~ ~ ~, ~, ~ ~ ~ 
~~ 1~1 1 ~~  
~ 1Wf' ~ f'li m- it f'lRf .. {T'Ir if 
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~ ~ ifi ~ 'i ~ ~ <mil 
...,. ~ it WfolT <itc ~ 'fi"( ~ 

~ ~~,. ~ 
~ ~, ~ <r.B ifi f<1il ~ 
~ ~ I lI'6' <it 'EWfTlf ~ I ~ m'I:f 
~ f;;rffi ~ ~ a'. iI1i ~ a', 
it m'I:f ~ ~ ~~ f'fi ~ <it ~ 
<it m'I:f <rn ~ I ~ m ;r@, 
~ m ~ ~ ~  <R<'r j ~  m ;r@, 
<flilf'fi ~ ifi fom m'I:f ~ a'iT f'fi ~ m 
'iRT ~ I lfiP1;f't 'fiT¥ ~ m<: ~ ifi 
1'ffiTf<T'li 'fiPl'fr ~ ~ ~ ~  ~, 
;mom ~ ~ ~ m llT 'fiT¥T 
'f>l11 f'fillT I ~  <n:'l'i ~ a'iT f'fi ;;ftq.f 
ci\+rr f;;<T1l 'fit 'PT ~ ~ f'fi ~ 
lITl8 <tT;;ITq 'fi"( ifi ~ <it <itc ~ 
~~~ I ~~ ~  ~~ 

~  m ~ <irm l1:T ;;rr#rrr, ;; ~ it 
orr-J mit<rr ~ ~ ~ mit<rr I ~~ 
<fffi!f '!'R!T ~ ~ f'fi ~ <it;ff ~ 
~ ~ II ~  ~ ~ I 

it ~ +rRi1T t f'fi ;;r<r <f'!) ~ 
~, 1:;rrqf1l1T <it m"1'm: ~ f'fi 'f ~ 
1f'f ifi ~ <it ~ ~ <P, '1'1<: ~o  

~~  ~~~  
~~ it f<Rrr ifi ~ <:Tir m- 'fir ~ <mr 
~  ~ I ~ "";ffd ~ f'fi ~ ~ ~ 
1,'rr'fR 'R'lC!T ~, q;;q <w ~ I it ~ 
,jft ~ ~ 'ifTfiffi ~ f'li" 1l;'F <n:'l'i aT ~ ~ 
~~ ~~ ~ i'r *'" f:T ~  ~ <R'Ii 
Wf;:r"t tnif 'fiT ~  m1 ~ 
{Y .... 

"-'1'T ~  : ~  q<R;T ~~ ~ f'fi 
,,~ <'IN l; 0 '<RT f<'l1IT tTllT ~ I 

.,0 ~. ~ , ~ : ~, 

'i'fl>1' ~ ~ I mm ;;iT ~, qT'f 

~~  ~.~ ;;yriffi ~ ~ ;;rif it '!it ~ ;fi;I 
~ ~ crt ll& mT crr "IQ:T 'fi"( ij'i1iaT 

flidt 1 ~ ~ ~ "',. ~ ~ ~ .... 

"-'1'1 ~o qyo ~ ~  
~ 0 ;;ma fom I 

~I ~~ ~~ 
~1 

~ 0 ~ o ~ ~ : oi'tf;;rif, 
ar.r;;r1 ~, ~ f'fi ~ ~, ~ 0 mlI 
~ ~ I it I ~ ~ 'fT f'fi 'f;;rMa<rT <it 
~J  ~ fl. ~ ~ tT;; ifi <:"<'r 'liT 
~ ~ 'f>'{ I qflRlft l:fRtr ifi ~~  

it ~  m ~ ~  I ~ qflRlft l:f'm' 
<tT -u;;r;;Tfa ~  ~ ~ f'fi ~ iii 
<jmf a<rT <f.t mro ~ "IfUf <it 
fl91R ifi fom ~~  <f.t . ~  if@' 
1j ~ f<'l1IT 'fi<::crT I ~ j  ifi ~  it ~ <mr 
~ ~ ~ J  f<f; 'tmqfa<rT ~ qJlJ 

'<RT ~ ~ j ~, tj'f 1mfa<rT ~, ~~ 
1f19 'tm'lfa<rt ~ iJ;;; m q<:: VGT ~, 
"f if f 'li" ~ qilj ;;yrij' ~  ~I  iJ;ffi <tT <mr 
~ , ~ <rf\" ~ <rFf ~~  'Rcrr ~ I 
~ j ~ it ~  "h: 't<: ~ 'ifl',m 
~ f'li" "f"T ~1 ~ it ~ ~  ~ 
wcrr ~ , lfl;;r ~ j ~~ f<"'l<lT ~  3 ~ QTII( 

'tTl!T, ~ ~ om ~  gm ~ ~ I 

it ~  ,ncr '!i'i ~ ~ ~  ~ f<rnrr 
'fITCIT ~ :om ~ ~ ,.;r I ~ ~ 
~  'filttt ~ I ~ w:e- 'tmfa<fT <tT ~ 
""h: ~ ~ <jMcr<lT ~  ~ I ~ U!fi 
~ ~ ;t;r) ~ ~ ~ I ~~ ~ 
lI'iT ~ 'f>T'ri ifi 1!crrf<T'li ~ 'f<c:r 
~ ,.;r m!:l''f>R "IQ:T ~ , ~~ '3'<f it 
~o ~  qq1t 'liT ~  ~ it ~ ~ I 
~ 'fir ;;[1, ~ ~  'filttt I 

.,0 1."" I ~ ~ : ~ 1 ~ I 
~ 1l;'fi WI{ &'ffi If>1i 'R ~ iICf<ffiIT i 
ar.r;;r1 ~~, ffif<f; ~ ;; m I ;rf{if 
\'Il it ~ ;tit ~ ;nll' arem ~ I 



ao8s ComPCInie8 NOVEMBER 28. 1963 (Amendment) Bill 208 (; 

~  ",;r-i\'q ~ : if@, ifTl'J lffl 

~~I 

~o mr ~ ~ : ~ 
~  ~, ~ fern ;fit ~ a1 ~  

~ ~  ~ iIT< cr;r ~ ~  ~ I 

Mr. Chairman: It would not be 
proper to mention names here. 

.-ro U.t ~ ~ ~ : w<'{if 
At ~ IT ,Hif ;fit f<flrI{ ~, 1l"!:1R ;fit 
If<'fi:l ilf ~ ~  ~ ~ I 

~  ~o ,"0 .~ : ~ . ~, IJCI'A' 
Ji'l(ifl 
Mr. Chairman: Order, order. He 

has gut (0 preserve decorum. 

~o '{1l{ ~ ",W,,'"' : IT::rR +tit 
~  ~ 'fiT,!:TI ~  ~ ~  Bif ~ ~ if 
~ lfil'1;ft ~ 'fiT1.if <iT ~ ~ I ~ 
V fW'fiTl<Zf mm ~ fern ;fit ~ qrn, 

~ f.t;tr 'fiT ~ ~ fif> ITC1R ~  
If>1 ~ ~ i'fi'<: ~5 I 'fiR m ~~1  
r.l J 1 , j ~ . J~  I 
ffi ~ ~ ~ ~ ~ ~ ~ f'f> ~ ~ 
1ITl'JB if ~ 'fiT ifif ~ qrn ~  ~  ~ <!R 
1ft i'fi':{ q; j; ~ ~, !l;fR !I;f '. <: Q:ffi 
iffif ~ Cfif cfr ~ iffi 'i ~ U "fRr ~ <IT'!' 
qr i'fi'<: ~.  @ ~  I ~~ 8 ~ ~ ~  
. ~ i(ffifl' ~ ~ f'fi !l;fR if,>qfiflll 

it; mq ll"!:1R ~  ~ ~~ ~ ~ gt:1; 
~, ~ fifftl!ll if, !l;fqi't ~  if !l;fR 
~~~ ~~ ~ 
m gilT I eft fri , ~  it ~, 
~ ~1 gm ~, ~  ~~

~  ~ m ~ ~  ~  ~ J;lom 
~~  iIfi "f<'fTi't ~ f<'lii!l;fR ~  ~ <'f-ill'f 

..n ~ ~  rn it f.,.lt, .~ 'fiT ~~  
~  I ~~ ~ ~~ ~  
~ it <IT'!' tn: I 

~ i:l'({ « it ~ ~ J;lR 'fiT 
ElfA lif'qifT ~II  I ~  ij"i'fii:lT ~ f<fi 
~ IIi'ifit ~ ~ ~  I fern I ~  

~ ~ <fir ~ I cr;r ~ f<:tirou 
if.T lffl1<'!T I ~.  ~ , ~ ~ ,fm., ~  

~  ~, if.TiT ~ 'Ii<: 'f.P1'1-q-t 
if.T Q; :r;c ~ ~ I ~ ~ o  11'1 
q<: ~ ~ I ~ if.T ~ ~ 'C"G'll< '1;1" ffi'fi 
~ ~ 'lTlIT I it '1m, ~  of;1T 

~ ~ f'f> ~~ ~ if ~  ~.  
'!',;fr:rf'if ~  ~, <!1'. '! ifm<i, ;;fr ~  
,,~ -  ~ , ~  ~ . "n: '<In:, 'fi'q GT'f 

trnnt 'to ,~ o i'fit ~ !f>lGf;ilii ~  

mi r:;fn<r<n ~ I WH .r,fififT 
;;rf.t ~ r l i 'Il'i . ~ An ~ fu;rrl:rr ifi'B T, 
~11  CIf2 '1fT ;;fr 'f.1"T if, 'fiT! 1 ~~ , f.i<iftl> 

~  % '<fT:jf QT> ~  'IT ~  t '1Q'Ifi'fi 
':t't m" I ~  'r. '1ft ~ {it ~ 
f'f> if,fi I 'If: 'i1T o~  'to mq If f ~  

~ I ~ « ~  'r. f7.1ffim ~  ~ I it 
~ "fTirrT f'f> ~~ Gfiffi 'fii'r1lr 
n,;;p:r if ~  itl1T ;f fT ~ f;;rn 'Ii ~  
tf;ir aT. 'to ~ if ~  f'f>ffi ~.  

~ ~  g'l;lT;; ~  1~~~, ~ .  
~  ir IIf ~ f'f.' I I ~ ~.~  
'1ft F t:rr. 'f.'l''iifT '1ft, ;;fr fi'fi ~ .  it; 
~  flf<'r;;nor 'Ii<: ~  'q!\:cfr ~, 
~  ,,~ ~ (if> q<: ~ ~ 'to +if.Cf ii '/;fi;: 
:a-;; 'r. ~  tf;fr aT. 'r. ~  ~  ~ I  

If;<: 'r. '<l"I'iT ~  ~ m ;;@, ctr 'to 
~  'fiif if.li:cn{t ~ 'fiT ~ ~  I 

f".aw.Cfl<'fT lffl1<'!T I:t'f.' fmrFi:l ;r, ~ 
fum R<:rr ~ ~ !l;fi<: ~ ~ ~ 

Fi'fi mf'H +tfifii '" 3;1<:: QT 'I1fi <m: 
fi'fim iif if I f;;rn - .~ ~ tfif ifTlIf .. 'f> ~ 

. ~ Q o ~  ~  
<iT '1ft l'Ji'f>T iRT 'qTf(i fi'fi ~ wr.fT 
~  I~ ~ ~ I iITi:l 1~ 
if ~  ~~ i:li'fi t:ifi' ~ ~, ~ 
~ iITi:l q:. ~  ~  ~ t 
;;r(t 'iITf'ii'fi ~ ~ i'fi4't ~ ~ q:) lit i[T. 
~ If,lfT ~, ~  HeFf If,lf ~, -~ If.lf 
t. ~ it 3;1<: ~ .  ~ !l;fi;: ;f1'T 
m ~  J;ltf,t lfVIT{A', IfiT¥ !l;fR 
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g'flf ~ ~ n llT ;oiT;:: 'ifT3fr <ir ~  ~ 

~, "'2i 'F- .r(:r ii 'fiT {r - ~ h Clif' ~ 
~~  'ffi if'"T f",ffT 'f.P1",fr if; mr 

iii ~ 'it ~  ~  I >ifiT CI"f> <irf 
'f.P1".fr 'f>Il r ~1  ~ <R<:1'T f;;n:r if 
,er.r ~ ~ ,~ -n ~  ~  if; 'f3fm; 
'f ~  q; ""it ~  ;;rr IT, f.<f Cf'f> it <r, t 1fT 

f'ii" ~ if>PT·fr <r.ol r <r.r 'If,t ~ ~~ 
.... ~ >if.-iff ~, q;,: 1f"« lV<>: iT rr. w.r 'fit 
~  if; 'fflrr.<r, mer m ~  ~1 

~,  ~ ~  ~ ~  ~, 'f:iffif' l1<t 
lfTlf<'!T if7l0f<:: ~ ~  ~ I n ~ 'W'f<i 
~ f.rn i.f iT'f'il: fl:r;;;;rp:rr 'Rit ~ I 
mq:\UT ~  ~  >if) ~.,  ~ T-f if 
~  ~  l miTT fl1<'r GTii llT mfm 
nri:'frrrl, 3fr .Crii »fR 3 ., 0 o~  

!fir fif<'!" 'lITllT 'Rit ~ I 

qR ~  ~ ~ if mtr if; m1f.f 
((li" »fR ~ w;rr ~1J  fif' m;;r 
*r ~  il" filfO'f, »f'!l1<I" »f[-{ lIT'..vf <r.r 
~, ~ F'1 ~ I mit ifi'flrt q 
lfiPlfi'flrt qifr ~ ~  ~  'i'f<'fr ;;rr ~ 
~, ~ ~ ~  ~  o;tl<: ~~ ~~ ~  
(r I \i",<iT ~ ~ ~ rr. ~1j q mcrm 
~I  ~ ;;rrrcrr <r.r ~ [,\:T »fR 

Wffu;r if mi:l"m ~ 1  ~ ~  ~ ~ 
~  'FT, qR ~ ifTCI ~ ~ 1  :{ lfr 
qRT f-Wf<i 5I ~~,~  ~  ~  

~ ~  ~ >if) ,:ft <r.r'F mn I 
'! if ara;zrr ifln flf; m<R 73"lfT OfTiT;fr if 
~, »fR f-Wfi:'f ~ ,:ft ~, fif'mtr 
~ ~,, ,  <r.r! r ~ 'iffl ~ , ,m 
~  ~ ~ ~ fiCIT 'fliif'l; ~  
~  ~ ~ ~ qlTiH I qH2f qTO'f 
~  ma-l if; il:fU q- mr ~ QI  
!fit q,a- ~~ ;;rr ~ ~ I 

'f>T<:1J' ~ fif' ~~ rrm qlJOi"f ~, if ~ 
iii' '(")lf1 'fiT fT R ~ ~ ~ I mr »f 1';21' 

qr;: mvr ~.~ rrm ~ I {'T fi:'fiJ; mr 
~ 73"rJ 1; '<,ili" if 'if'" >ifift ~ I ~ -  

mtr ~  ;; ~ ~ - I 

#R ~~, ~ amt" 
ilit qr t ~ if; ~ ;r;;rfrm fU3'T 
<r.r lfTl1<1l I f;;rcr'IT ~ 'if<iT ~ - ~ 
73"RT 'lfrf ~I  ;irer '!. OOd" ~ 'if<iT 
q'fi,lT I 

f>if'iifr qlTOTr ~  ~ .  if; <m:iIf 
W<r:r .. ,~ flfi:'fft >ifr::rT ~, ~J ~ ~ if: 
f.flflf, ~ 'li' I ~ »fR ~ 
0lIT'lll: <rrra- >iff ~ ~ I »fR if ~  
~  ~ f1f; H1>r,:ft mrr ~  ~ m, 
~ -~ 1 ~~  I ~ 
it a'f 'f ;;rr;r fif'eA ~  ~  'FTff 

A ~, ~ ~ f1:mr ~, ~  ~ ~ 
~~~, iN ~ ~ ~ ~ ~ J 
~ 73"cTl: ir ifln, ~ ~~ ~ 1  ~ 

'fTlf ~ ~ if; ~ rot lflJ; ~  ~~ iCfT'fi', 
~  ~ If.l'!1.fT. -~  ~ ~,  
If.l'!1ofT »fJR I iJt 'fi1']>if ~ ~  ~ 

ir lflIT ~ ~ ~ ~ ~ ~ , 
¢<i1J; it ~ Wf,q ~ ~ ~  ~, ~ ~ 
~1j ~~  if; tJi'i§ mft ~ 'FT ~ 

~  ~ I lj' ,:ft ~~ I ~  m 
~~ o ~ I ~~~ ~~ 
~  ~ I ~ a't I ~, ~  >if'fiJf 

~  ~  ~  ~ flf; ;;r<r CI"f> ~ ~ 
~ ~ ~  ~ >if'fiJf ~ ~J  'FT 
1 . ~ ~ 'Imf[, CR a... 

~ 'fT'Pffifi;; iflllT f't; ifl- ~  
q,p; n ~ ;;r;;d"T if; f.;q'H ~ ~ 
;;r;;"rm lffi1(ft if mzrr ;;rr ~ I ~ 
qT01 GIla-~ ~  llf.Tq;;r ~ ~  ~~ 
m ~ . q. wr;;r 'f>Tlf 'Rit ~ ;;rrt T, ~ liT 

. ~~ 'U'f>;;@ ~ I ~ tt mit <tiT. 



Companies NOVEMBER 28, 1963 (Amendment) Bm :1<>90 

[ssrT I I 1 ~ ;;rTfpT] 
~ \fflll' l<ifl" ~ f'f' ~~ if itffi 
~ . ~  ~ 1 ~ ~ 'R ~ 
~  ~ J ~ iiRT ~ ~ ~ 1 ~ 
i't iif'R ~ .  ~ lIT ~.  'f'T 'f OfJit 
~ ~~ Cf'ti mq ~.  ~  ~ ;jffq;:r 
~ .,n ~ wit qn: ~~ ~~ <:f'f Cf'ti 

~.  ~ m:'Ii'T<: 'liT ~ I  <rfJ!fT J ~  
~ ~  qn: <I g T ~J Q:TIfT m'li 
~ ~ ., ~ ii1 o ~ J ~ 
~  I 

mq 'f>I"fi orgl <i"l'fcf ~ ~ 
~ ~ ~ 1'rliT qf{Jff1f ~ ~  Q:TTT 
~~ tr mq fr forkr .~  f'f' ~ 'R 
~  'li1RT ~ ~ ~ 'it , ~  an: 
~ ~ ~ 

Shrt T. T. KrishDamachari: Mr. 
Deputy-Speaker, Sir. I have J ~
ed with care to the ~  .~  

made and I do not kl!(Jw If I may be 
permitted to say that quite a number 
<If remarks were neri1ap.; wine (·f the 
mark of this particu;ar Bill. Undoub-
tedly they refc:rrl'd tn the adminis-
tration of companies. But this mea-
Bure, as I said in my opening remarks, 
has a limited applicalion to some-
thing which in the view of Govt:rn-
ment has to be enacted as quickly 
.as possible in order to prevent abuses 
growing. 

My han. friend 5hri Morarka who 
opened the discussion and who is a 
very keen student of compan.f law 
made certain observationc. 

Many of them were valid from hi. 
point of view. Some of them unfor-
tunately are not so quite valid. He 
took occasion to high'ight a possible 
lapse perhaps in the langllage of the 
Bill which might ~ that there 
might be a Bench ov,!r which an ac-
countant member might be ~ g. 
I would like to give the as£urance 
that there is no intention of having 

an accountant member deciding oa 
this matter by himself. 

He also made a great pomt In re-
gard to the character of the tribunaL 
Speaking for myselJ, if I may in thia 
hon. House, I am a great believer i. 
our judiciary. I am also a ,(reat be-
liever in our Constitution which ha. 
given a definite place to the judiciary 
In this country. If I have anything to 
do with any measure that I bring be-
fore this House, whether this one or 
somethinl! else. I would like the. final 
decision in any matter concernin& 
people's rights to be made by the 
j~ . I held that view for a lon, 
time. If hon. Members of this House 
would permit me to say so, I believe 
that many administrative dccisJC..l' 
which are quasi-legal, which are now 
being taken by the executive, should 
be transferred to an administrative 
Bench, the control of which will ve3t 
in the supreme judicia:y of the land 

Whi'e on the one hand it is impe-
rative that with the growing ~ 
on the State, the State has to have 
powers, it is equally imperative that 
we should put checks on the Sta'e's 
USe of powers. If anybody makes any 
suggestions that there should be some 
kind of judiCial review of cxecutive 
action, I for one in my individual ca-
pacitv will certainly support il So, 
I wo'uld like to assure Shri Morarka 
that with his help-I propose to ac-
cept his motion for reference to the 
Solert Committne--we might be able 
to make suitable amendments In the 
Select Committee so dS to tonsure 
that the tribunal has a judicial cha-
racter. IShort-circuiting of normal 
o ~  is necessary if we want 

to avoid delays. 

May I mention an instance which 
know? In January, 1956, at a time 

when I was not the Finance ~ 

ter, and when Shri Deshmukh Willi 
the Finance Minister, the incomo:-
tax and the excise people raided the 
premises of a parfcu)'ar group of 
firms and took over certain docu-
ments. There was some o - ~ 
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going on. The income-tax people felt 
that they were on to a job which 
meant an evasion of nearly Rs. 3 
crores of taxes. I think the party 
was willing to compound on the 

basis of Rs. 1 crore, but in the mean-
time, the matter went to court and 
the court said the incometax people 
shall not look into the books. 1 think 
it is going through the process of law, 
still, and I think the State has been 
denied this sum; whether it is Rs. 3 
crores or Rs. 1 crore, nothing has 
been realised yet. I do not say it is 
the fault of the judiciary. No. It is 
quite easy to see that certain postings 
do not appear before the judges. 
You cannot hold the Chief Justice of 
the high court responsible for that; 
things can be managed; it is managed 
economy in another sphere. So, that 
is why sometimes we have to find 
short-circui ted procedures, like the 
one that is mentioned in this Bill. 
.\dmittedly, it might give room for 
abuses. But I think the checks have 
got to be devised. After all this Con-
I>titution of ours might give room for 
abuses here mOd there, but checks 
have been provided. Is his· House 
not the greatest check on the use of 
powers by the executive? Is it not 
possib'e for my han. friend from Far-
rukhabad, whose language I could 
not quite comprehe;·,d but the threads 
of which I could, to criticise any-
body and we have to stand up and 
answer him? I think the Constitution 
is a good one. We have checks and 
balances. Public opinion. as repres-
sen ted in this House, is dOing a good 
task, notwithstanding the sceptical 
beliefs of my hon. friend from 
Chittoor. Therefore, such amend-
ments as are necessary in order 
to tighten the provisions and in 
order to make it look as though 
every individual case is getting the 
best scrutiny by competent hands, I 
should certainly be prepared to exa-
mine with a bias in their favour. The 
other details mentioned by my hon. 
friend, Mr. Morarka, do not need 
detai'ing here for the reaSOn that his 
knowledge will be available for the 
Select Committee to go into those 
1540(ai)LSD-8. 

matters and minor variations could be 
made. 

But on the major question, some 
doubts have been expressed. The 
motive power behind this effort of the 
Government is undoubtedly the reve-
lations made by the Vivian Bose Com-
mission's report and also the subse-
quent opinions expressed on that re-
port by the Daphtary-Shastri Com-
mittee. It is convincing that other 
methods have to be devised within the 
four corners of law in order to be able 
to check abuses such as the one we 
saw revealed in the Vivian Bose Com-
mission's report. Possibly, Sir, what 
We have read in the Vivian Bose Com-
mission's report is just the top of an 
iceberg. In the iceberg, we only see 
the top. There must be a fair amount 
underneath in water. Therefore, the 
man who is anti-social has got to be 
caught at. 

I have mentioned in my opening re-
marks that I do not want to scare any' 
body away. I am really not interested 
in the share market, where there are 
no shares. I am in terested in 
in newspapers giving prices, because 
that is a thing which I want to watch. 
Somethimes I go a little further tmd 
~  the price of sugar in the London 
market. hoping that I will get a little 
more foreign exchange. Otherwise I 
am not interested in seeing them ex-
cept generally. My hon. friend from 
Farrukhabad mentioned something 
about the Finance Minister being res-
ponsible for the share market going 
up. If that is a responsibility. that is 
a responsibility about which I can do 
nothing. 

I may tel! my hon. friend, if he 
would pardon my using the personal 
pronoun, very foolishly I put in my no-
mination for the Lok Sabha .... 

Wlo ~ ~~ ~ : ~ <n:: 
'Iff lfftf orrcr g ~ I 

Shrl T. T. Krisbnamacharl: .... and 
I was told that the share market went 
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rShri T. T. Krishnamacharl] 
down. Again, I think pretty foolisl:lly, 
I got myself elected and again I was 
told the share market went down. 
I had no part or lot in the going 
down. I had no part or lot in the going 
dOwn of the share market, nor do I 
have anything to do with the going up 
of the share market. My han. friend 
says, the Finance Minister speaks; the 
Finance Minister writes. I may say 
again with all respect to this House 
that I have been a Finance Minister 
before and I used to speak a lot. Now 
I do not. I suppose I am putting a 
constraint on myself to an extent 
where perhaps the bonds wiil burst. 
(Interruption). I do not propose to 
make a beginning and maybe some-
times one wilJ have to speak. But one 
does not do these things merely be-
cause somebody is going to do some-
thing else about which I am uncon-
nected. Of course, I should not cause 
a scare. A liC'are has various reper-
cussions. It probably has wider rep-
ercussions than the prices going up or 
coming down in the share market. So, 
no responsible Minister ever tries to 
create a scare. Other than that, natu-
rally one has to be circumspect. I hav" 
enough work to do. So, I cannot 
afford to go about here and there and 
speak. Sometimes it is inevitable-I 
am going to a function in regard to an 
old dead friend of mine. These are 
things which one cannot escape. 
But unless a Finance Minister is going 
to be a dumb person, completely dumb 
and even deaf-because sometimes 
he hears words of abuse hurled at him 
and SO it is better for him to be deaf 
a'so--l am afraid he cannot function 
in the manner in which my han. fri-
end wants him to function. 

Well, there have been two people, 
at any rate, in this House, my hon. fri-
end Shri Sonavane and my hon. friend 
from Punjab, Ch. Lahri Singh, who 
felt that a Select Committee was not 
necessary. That was also my feeling. 
My feeling was that for a Bill of this 
nature there is enough wisdom in this 
House to correct the mistakes and then 
push it through, because I do not think 
except on the grounda of principle 

about which the Opposition and we 
disagree there is anything very much 
to do in this particular measure. But 
still, Sir, I have myself moved several 
motions for putting Government Bills 
into Select Committees. 1 cannot forget 
my old days. Therefore, I bow to the 
wishes of the House and I accept the 
motion for referring the Bill to a Se-
lect Committee. 

I would not like to take up the time 
of the House because there is nothing 
much to say. My han. friend from 
Farukhabad spoke about companies. It 
may be that what he says is true or it 
may be that what he sayS is not true. 
He is speaking about cera in rumours 
that he hears. We sometimes have to 
look into facts BS we see them. 

.-To mf ~~ ~ : ~  
~~ ,~ mfr 'lit ~ I ~. oFT"{ ~ 
'P 'fQr <rAT 'P:<IT <Tf <"f> 'Fi'lir ~ , A  

~J  ~ <iR'lT ~,~ J  ~ ~  ~  

'i'U ~~  ~ ;;fr1' I 

Shri T. T, Krishnamachari: Wen, I 
am inclined to envy him. I am inclin-
ed to envy the hon. Member for the 
facility with which he speaks, for the 
complete sense of lack of restrain t 
with which he is able to speak and for 
being able to be sure of his facts. I am 
a persona none st. I do not know if I 
exist at all (Interruption). I have my 
doubts about it. Anyway, he talked 
about a number of things for which I 
am not in a position to give any ans-
wer becaUse they are generolisations 
and do not have anything to do with 
this Bill. If anything wrong has been 
done in the manner he suggested, no 
doubt, if they are true they ought to 
be corrected. Well, there may be a 
difference of opinion between him and 
myself. He says that in western coun-
tries these companies give donations 
tor political purposes and it should not 
be done here. I do not know. So far 
as I am concerned, where we have 
been connected with collections of 
money, we get them by cheques and 
we always tell them that they will not 
get any favours, 
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l'To mt ~ ~ : ~~ 
~~ , f<rn ;fir ~~ ~  OlHr 'ffl 
f'ffi"l"flJ<'!<T m ~, ::n-r :Oif 'f>T;;rrrm cr) 
~ ~ fif;Jl it 'flIT ~ ~  I 

~~ ~  : 'I;f<n:rrHpf mf;rq I 

~o mt A ~  ~  if :fQT 
~ f'f> ~  ..r;;r if ~ ;;rn:r :'1"f'lm 

~  if ~I I ii 'lTi'n f'f> ~ ~ 
~  

Sbri T. T. Krlsbnamacbari: Anyway, 
I shall not provoke my hon. friend. 
for the mere reaSOn that I am not able 
to reply to him. Therefore, I will accept 
his admonition and so far as he is con-
cerned the Finance Minister would be 
silent. 

~o ~ ~ , ~ o"t'f>-.: 
wr;, ~~ ~ I If;;f ~ o~ ~ 

wtr ~ I 

'-'1'1 ~o ~ o ~1  l;fP- if 'f>'lfr 
mrl 

Sbri T T. Krisbnamachari: Sir, 
there is ~o  much that I can say about 
the other remarks. I shalI carefully 
st.udy the suggestions made by hon. 
friends. My hon. friend Shri Gandhi 
felt that this may not be necessary. 
We think it is necessary. 

Sam" doubts were raised about the 
manner of administration. It is merely 
a matter of administrative convenience 
whether we should have a Secretary. 
The same Company Law Administra-
tion can function under a Secretary as 
it is functioning under me. But I have 
felt that it is much better for them 
to function on their own as a Board, 
two Or three people sitting together, 
and my Secretary should be responsi-
ble for policy and he should bring the 
matter to me. In fact in one sense, 
we do not want to ~ tied up in the 
day-today administration of the Com-

pany Law Board. And, as I stated in 
my opening remarks, I would like them 
also to look after the Stock Exchange 
for which there is a special officer. The 
two things are inter-related and we 
can have a wider coverage because of 
the Company Law Administration. 
This is a matter of administrative con-
venience for which I will not plead 
any outstanding merit. That is a thing 
that we have to do to administer the 
Company Law better. 

The other two provisions do not 
seem to have evoked very much of cri-
ticism. Therefore, Sir, I can leave it 
at that, with the assurance that I study 
all the remarks that have been put 
forward. My hon. friend, Shri Gandhi, 
said that it is a very impressive Select 
Committee. It is so. I do hope that, 
with the cooperation of the members 
of the Select Committee, we shall be 
able to bring before the House on the 
appointed date a measure which would 
be better than what I have presented 
to the House today. 

Mr. Deputy-Speaker: I will now put 
the substitute motion of Shri Morarka 
to the vote of the House. The ques-
tiOn is: 

"That the Bill be referred to a 
Select Committee consisting of 18 
members, namely, Shri S. V. Kri-
slmarnoorlhy Rao, Shri Ramchan-
dra Vithal Bade, Shri S. M. Baner-
jee, Shri Rajendranath Barua, Shri 
P. C. Borooah. Shri Sachindra 
Chaudhuri, Shri Indmjit Gupta, 
Shri R. K. Khadilkar, Shri T. T. 
Krishnamachari, Shrimati T, Lak-
shmikanthamma, Shri M. R. 
Masani, Shri P. Muthiah, Shri C. 
R. Raja, Shri Sideshwar Prasad, 
Shri G. G. SweIl, Shri Mavavir 
Tyagi, Shri Amar Nath Vidyalan-
kar and Shri R. R. Morarka with 
instructions to report by the 9th 
December, 1963." 

The motion was ~o . 


