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[Mr. Speaker J 
r~ >:11 ~ I ~ ,ft'f ~ ij; 'f;;rT'I1' 

!ffiI ~  ~ 'ill ~ I <l'T'f ~ 

lm ~ i  >:11 '!>1: r~ 'TIlT lifT I 

Sbrl M. R. Masanl (Rajkot): No 
Sir. It should not be split up. 

Mr. Speaker: I am also of that 
opinion. But that had been included 
in the three days. 
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COMPANIES (SECOND AMEND-
MENT) BILL-Contd. 

Mr. Speaker: The House will now 
take up further consideration of the 
following motion moved by Shri T.  T. 
Krishnamachari on the 18th August, 
1965. namely:-

"That the Bill further to amend 
the Companies Act, 1956. as re-
ported by the Joint Committee, be 
taken into consideration," 

Shri Himatsingka may continue his 
speech. 

Sbrl Himatlllnrka (Godda): Yester-
day I was referring to some of the 
provisions of the BilL 

1 was referring to a number of pro-
vision', which have removed a lot of 
difficulties that were being experienc-
ed by the companies in their day-
today working. But there are a num-
ber of sections which still create a lot 

of difficulties for tbe companies. Also, 
I am sorry to find that somf" new pro-
visions in the amending Bill are such 
that they will add to the existing 
troubles Of the companies. In tbat 

connection, I would like to refer to 
'30me of the clauses over and above 
what 1 have referred to yesterday. 

Clause 20 which seeks to amend sec-
tion 209 provides that books of account 
and records are to be preserved for 
~i  years. Eight years is a long 
period. It was not necessary to pre-
serve sman vouchers for that period. 
But now, according to the amendment 
proposed in clause 20, things will be 
required to be preserved for eight 
years. Even if it is a voucher for tW() 
paise, it will have to be preserved. 
Therefore, the amendment moved by 
one of the Members that it should be 
restricted at least to sums exceeding 
Rs. 1,000 is a su'Westion that should be 
accepted. 

Another provision is with regard to 
blank tran"!ers At present pur-
chasers or o d~rs of re~ keep 
them on blank transfers for any 
length of time. Now it is being res-
tricted to six months at the most. Sir, 
different States have raised the st.amp 
duty on transfers. If a share i ~ sent 
for registration it will cost more than 
one rupee per cent in the transfer. 
If shares are required to he regis-
tered for every transaction, the 
stamp duty should be lowered. 
But. that rests with the States. 
Therefore, unless the States agree to 
reduce the stamp duty On transfer, it 
will be a very costly ·business. There-
fore, I feel that the amendment that 
has been suggested by my hon. friend, 
Shri Morarka, will m""t to some ex-
tent the difficulties that will other-
wise be encountered by persons deal-
ing with these shares. 

There are certain other provisions 
in Ihe Bill which will make the posi-
tion very difficult. As you know, on 
account of the various difficulties 
existing at present in the country no 
new companies are being formed, anc! 
as a rll?su It the existing companies 
have got the position of more or less: 
monopolies. 8 thing which the Gov-
ernment has been trying to remove_ 
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Only very  very big people who have 
got a very big reputation and finan-
cial position will be able to ftoat com-
panies. People who in 1960 and 1961 
were able to fioat companies will 
not be able to do that now. 
The result is that new entrepre· 
neurs cannot go into l;msiness or 
slart new industries, production is taI-
ling and the prices of various com-
modities are going up. There is 
money in the country. in the villages. 
but on account of the very bad con-
dition of the financial market, the 
stock market, money is not forthcom-
ing for investment. 

Therefore, the Finance Minister 
who understands these things very 
well should take steps whereby the 
money that is lying in the country all 
round can be attracted and brought 
in for investment purposes. It will 
improve the condition in the country 
and add to the existing industries. 
Thus there will be increase in pro-
duciion On which will help in reducing 
the prices of every commodity. 

Shri N. Dandeker (Gonda): Mr. 
Speaker, with your indulgence, I 
want to make a correction by way of 
personal explanation to what I said 
yesterday. I said in the courSe ot 
my speech yesterday that the inis~ 

ter, Shri Bhagat, did not reply to a 
letter which I had sent. On going 
back and looking up my papers I 
find I was in error. He did reply to 
my letter. 

Sbrl Hari Vishnu Kamatb (Hoshan-
gabad): What has happened to the 
Seeds Bill? 

Why has it been taken olf the 
agenda? 

An boD. Member: It was postpon-
ed yesterday. 

Sbrl Harl Vlabnu Kamath: I know 
it. But is it held over indefinitely? 
And, Sir, would you not be deciding 
that point of order today? 

Mr. Speaker: I will see. Now Shri 
Bade. 

~ .. ('1""11'1') : 'R'<'m r~  

~ 'if'1 ~r.. (>f<R ~ 1 ~  fir-f 

Bill 
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1!;'Ii ~~ ~  'R lIlT orm ~ I ~rr  

~  '""" 00 ~ 'IlT ~  flfi ~  !!Tl'f 
~  it II' lilU';r ~ 'liT "'f"IT '1lfT ~ ? 
~r.r t;'R' 'liT .'fq T{f 'IlfT ~ ~  

7.. it I 956 i:r ~ 'ffi! ~III  ~ <R it 

~ ~  it ~i ~1 ...rnT ~ ~  .,n 
;m:-i(T'" {«it II I ~  qwit ~ ~  

~ 'f"T Of;fl'1Ir 'IlfT ~ ? Hit ~  

• f« lIiflrn;r If, 1 'II'! ~ 1  ~  ~ "If,,", 

It ~  11 ~ fit; f"r,,""H)« :rfllll;r 
~ f!f!lT'I ~ i  ~  'IlT lI''filTif f'liif 
oPt ~ I 'Ii! If.;ft 'liT u>:<r ~ ~ f'li 

~ ~ r ii ~ ~n  ~  ~ 

,,) ~  ~n '!TiT ~ d'I", 'Ii! 
~ i IIT'f 1'IT'l' ~ 1 ~ I ~ ~ 

or;r "'Ii tt'li i i ~ '!Til: f<ll'll'! 

'liT 'l!r<r.;T ... ~ orii ~ 'if) II ~ 

~ ">ifit ~ <i. T 'i\ft tr.fr ~ ~ 'f'f; "if 
'1<'1 ~~ 'l'li<fr ~ I q-nr vrm>r ~ lTf'l 
'f"TT i~ ~ 7  '1fT ~ ~ I 'lT1"it 3f<'{) 
'if) {!!it .n~ 1~ '1fT 7~ ~ oWt 
vrTW! it. lIf'" 'i,tii it f". mr 'Ii1! ~  
'iAT '1fT 7i!T ~ '!T';' It IflTlI'IT ~ f'li "fir! 
'!T'ro 9''1 ,,'fiR 'I>I:r i fl'fl'l; >im 'It\' 
~1~ I ff.f iN, ~ f'li 1956-57 it, 

7- ii~  58-59 ti 'I() ~  

WIIIT ~  ~ ~ r r  • .rr ~ 

~~ tR'lfT oPt /fA, 'IT'" !!Tl'f ii .. ~
f.fIii 'lit fi!1(ar if.If ~  'f"fT ~ ~ tl 
{'I'IiT 'f.T':1J! !l'i\' t f'li ~ 'l'i1Wf 
~ <tollT it " !f'{ I 956 ii tJrzrV 

~~. ~ .rl ~  m ii q"Tfi;pfT tft ;;''1 
~ 'liT ~ii  nor ~ mr ~ Ii 

W'fIT 'It ~  IIT"<'IfT t\ ~ I it'IT 
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1I i~  

m 'liT IfS." 'fiTl:1Jf li) ~ ~ f'li" ~  

9'ttt !!;)it ~ mq 'Ii") ~  

~ w ~ ~ ftm f'If!TI 'TlTT ~ I 
o;ffi '1fT '!iTt ftm ~ lI:mT I ftqT 
~  'If) ~ ""if if; ~ IfS." 'flhlfc 
f'If!TI lITiIT ~ I lig q-m ri; 'liT iJm 
'!i"T 'fifsiic '3"if ~  Ifr'f lj;l:q-f'fl1"T 'If) 

~ i i  q.rr.r if; f<'!if f.I;m lIT 'W ~ fit; 
m If 'fTC! '1ft I~ ~  it '11[1' ~ I it 
~ ~ ~ i  ~ 1If)ft ~ ~ l;l'3"q 
it (m I 

lIi.T1'f ffi;fT o.fi ~ or~ ~  " 
'<l+<rl: '1TIfi ~ i i it orr.m gO; IfS." 1Ii~ 

'l>t it :-

"The responsibility of achieving 
a planned target, whethp.r in the 
public or private sector, is a 
national one." It lies on both the 
public sector and the private 
sector. 

fin, ~ ~ ~ fit; !!it ~~ ~ c ~~ 

~i ~ 'f,'iiff'lifq '1TIfi ~ I~o ~ .  

it f'f'flor 'I>':iIT '<iT%0: I 

.. e-it. ~ II  ~  6'f m ~ f'lf ~ 
f'li'l '1'.1'"1 I!fi i,o a-To o ~ Of 
IfS." 'IiIl:T ~ f'lf ~~ m:{om{ 'for;: 
~ r.  if; ~ 4 'If) i ~ i:i mR 
if f'If!TI mir I ~ .  0:'If .i ~~ 
ij; ~ 'If TTl"! ~ir gO: IfS." 'f>6T IIfr :-

"The company law should not 
be rigid and unduly harassing. 
, The company law i:i not an instru .. 
ment of socialism." 

It is not an instrument of SO-
clalism and it should not be undu-
ly harasling. 

'ifIll"! <l'T :;'f'f>T :;ff'f ~ m'lf'f 
"''liT ~ i  ~i  '!>':ifT if ~  'lit 

~ IfS." it ~  iI'fmiIT 'm:iIT ~ I IfS." 
\'1') ~ 'If'm' ~ :-

"It is not an instrument of GO-
cialism and It shguld not be un-
duly harassing." 

~ l'f lj;l:q-'ff;;r ~ 'liT d!iie 
f'Wo'!T ~ ~ lq'f,T ~ i't't 
l111f.!t ~ I O:'f> ".) 'fi\' ~ f'li" Ii ~ mm 

i~ I ~~ ~ - ri  

'li1rc ~  ~ "I'Tfui I ~ wItT 
m 'f,'<'qf'llif it ~ 'lita-o: .. ti;!c 
W'fT ~  ~ ~ ~  ~ "ff'IT 
..n <qG'i"ffl ~ ;r;1'lf'fT ffl1"Tl: ~ 
~ I  I 

<r.mr 4 4 ~ ~ lj;l:qf'fl1"T ~ Tl:T 

!IFlf ~i ;r;) 'lW[\ if.t '1"l: 300m ~ 
20 lIf1il1l\'r <'i"'f> '1fT l1<fi.T f<'ffl'ffi 'liT 
'1l: ~ I l!lf': H i:i r~ ~ I'§,o if.t 
'liT T:T 'IlfU'f'TT it'Jf:<r ~ 1<' !f;1 fG'llT 

'Tl1"T ~ I WTT ftm '1TifT lfTiIT ~ fit; f"l'i'T'O 
it ;;f'T 'fl1"ro '1fT 'It ~ 'I1l' 'l§if 'fi1f ~ if) 

~1 r ~1 'd'r< 'I1','IT lfTiIT 'f'T\ f.r;rr 
'fl1"i..-r <fAT lIfol'''1<' ifilf.T!/TTf,T If.1 ~  

if; 'fe'f i:i it ~ ~ I 

~ i~ If.;ffl1l'f '1ft f"lTi it 
iI 1 ~ ir.~ ~i ~~  

Iflfi If.T "'1 ~ ~~ ~ lf1<r.j ~ T 

~ Of 'fi1fTl1l'f If.''r ~  ~  ;it 

'r'T ~ ~ 'fRT ~ fit; ~ ~ Ii  

~ m-qi '1"l: ~~  "f1TT'fT ~ ~ I 

I ~ ~ 1 !f;) ~ 'If<'IT ~~  ~ .. h: 
:;q Or N mq if ~  m ~ r  f'If!TI 
~ I 'Q'lf(t!f;! i:i 'IiI "'I'mIT '11fT ~  'l<f fit; 

'i0 if;. it 'I1l' ~ W i!'ITl:T 195" 'liT 

~  fJfu"l1I ~  if; 3m 'lTUlfm f'If!TI 
'Tl1"T ~ I it «'m<'fT ~ f'f> i4lf>' ~  1~ 

itlfi '1"l: ~i .I ~ ~  ~ ~ fit; 

~~i ~11 
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~e ~~ ""iri! if ~I  ~i n  

it ~ f'" ~  ~1  ip;.,. ~~ ;f111l! 

<me ~r ~ '111f i[1i1 ~ I ~ 1~ ~  

~ ~~~ ;f.\' i~ I  ~ if; i1,TIIT 

~ I ~ 'l'Re ~ ~1  ~ ~  'l(:T, ,,) 

lfi'P'A''hr ~ ",t mT I l<T 'In i\' 
lWiii'e '!OT <n:'ifi ~ l!lr ~ '!liT ~ ir'l 
~ "") f'lir<rn ~i  9;f1T fm 'liT '1fT 
~ ~i  I It !'flliIffi if f'" '!lifT f'l'l'fr 'liT 

~ n ~  ~ ~ ~ ~ i. '16'1 tm I 

lfi'P'A''hr [TTT TT"R"Tf<l'" ;:;;fi '!O) f<:if 
m 1~ ~ irn r 11.'" lf1f>IT ;f.\' "PI ~  

liT I ~  ~ I l<T ~ 9;fti ~ r "') 

'1Tft:Ifeiffl if tffilC'lT ~ I ~ '11If !fit 
~ ~  ~~ It <fT"l ~ IfoT ~ 
iPIT'I1 ;nwrr r I 9;fIfT '!OTf ~ 

i ~ <:<'l 'Iii. ~~ ~ ~  ,,) "6 
f1!f.mT if; 'fl: i\' ;h; IfoT W!'IT 'f'T tro!'T 
ri 'lOT ~  ~ I l<T ~ ~  m 
'A'S!RTT ~ ~ I ~ it {If 'fT 

"lIT ~ <'fITTt ~ ? l<T ~ ~ 
II!'f.I ire lfrf\g if; "!R me "'" TT3f-

r~  <:l'ii 'liT ~ i r r it ~ ~ I 
~ {If 'liT ~ !'Ih: 'fT i1~ 1f7ii 

1~~ 7 

..;fi >n! fOf'lit it II!'f.I fiAc 9;f11f, 
~  i\' "'irT ~ : ...... ~ ~ i;T'i 
i\' 9;fR 'if) ~ ~ ~ ~  

o i ~~~i .r. Q 

it ~ ~ I!'f'IT ~ I {If ~ m 
.rm ~ ~ *it 'r N'm"f 

~ iI Ir~I~~ r 

~ I ~~~I~ 

i ~~i ~ ~r~ I ~  
~~~ ~ i 1 I~ 
~ it; ~ 1961 it; 'I'f'IIT<f 

., ,,'fl;f.\' T<!C it; wmn: 'fT ~ 
I1TT ';"f ~o I, 15,00,000 ~ 

Bill 

'l,""'f",,, ~ ii If.1 ~  IfIlT I ;;If i\' 
I ~~ ~ II>! ftm'lT ~ 98 I'mII ~ 

'1fT 9;ffu"" ~  '11C1 ~ ~o 15 I'mII 
{; 5 i\'<llT, I rn r ~e qrif ~ ",,0 
~  ~ ~ '11C1 II>! ~. 2,800 
m Iflvrf"",ij "" ~  .qllT 35 1 TilT I 

l'l" fil"f 1f l!lr 1 I~ II  'IT ~ 'If 
~ f'" 7 5 1!f'f 1f.t ~ it; i1Tlf "'If ifilf.Jrq 
~  9;fq'r ~ qT ~ Ti\' ~ i ~ I 

>.iTT ~ it 9;fq'r f1f'lC !RT1fi frie if ~ 

~ f", ~1 m it; iI'JfTit I~  ~1I  ~ 

~ ;r.Tt IlIfi!;; IfOTI"ftlc ~ lIT 'lift I <Tir 
~.. . 7 1 ~~ II 1  

~  ~ OITIl 75 m<'I' it; i1Tlf ~ irn~  

iI'f m ~  ,,) Ill' I ~i  ~ ~Q 

<'l'lTit ... , 1fl!T II ~  ~ ? ~ 

¥tf;lrrr 1Tl!"hIro "" ~  q.1!'r 'l(I' 
~ ~ I 75 m<'I' it; ~ 1 i ~ IlIfi!;; 

~  ~ ,,) ~r ~ 'JfT<fT t I ~i  

'R'!'If!f II>! 'liTlI1fT ~ 1  'JfT'lT ~ I 

~ it 1956 if ~ ~ I  

1I>'ftlA II>! f.t1!fvT f'I'IIT 'lIT I >it ~ 
~i ~i i ~ II ~~ 

~ ~~~ ~1I 1  

~ ~II ~ ~~ 

.m w) 'JfTitm 9;fh: ~ ~ ~  
1 ~ rr I ~ 1 .~~~  

~ 1I>'ftlA 1fil ~ IfoT it; ~ it; 
RIFf 'fT ~ ~ 1!>ittt 'lOT f.rqt., 

."""'" ~ ~ I WI! " ~ ~ fiI'l!; 
;mar ~ Iflt ~ m-"", ~ it; ~ 1f.tf 
I!>TT1'T ~ f1flIr '!lIT ~ I l!Y. "11ft ~ 
'!lIT ~ ~ ~ ~ it; f.t1!fvT 
IfoTit 9;fh: ~ 1I>'ftlA 1fil ~ 
IfoTit 'lOT 1fl!T I!>TT1'T ~ I ~ q f1flIr '!lIT 

~~ iri i ~~ 

i>r..mft !RR ~ 1!>ittt if ~ 
4<OIf.,ffii .. ·", ~ ~ n>:tI" ifiit I 
~~~1 II ~  
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[ ..r, i ~ 1 
~ iRfTlfI 'I1IT ~ I ~~ ~ "I"i ~ ~ til; 

i ~ if; j;;rlie-~1 1  ~I lJlfiH if; 1fTl 

~ o  ~ if ~r if '" frt 31Wq I 

~~ I r~r "",1m" 1 9 5 6 ~ ~ 
II ~~I~~ ~~~~  

-..r Ii ~ -..r-.:ar 'f". ~ 'I1IT ~ I 'IflIm:'i 
Ii !fii\T 'I1IT ~ til; ,!fifi If.)f 'Im'It 

~1 ~ 'I1IT ~  'Of r.m: m 
mt If.t ~ 'Im'It ~ l!.TffT ~  

~ 3fT;ffi ~ f!fi !ill': ft ~. ~ I itm 
~  il:'t<rr ~ til; tIT '" i~ ~ ~ 
~ ~ ifm ;rt't 'IT'l'it il:m tIT 'fi'flm" 
1 . ~~i i ~i irr  

.. ~ r.m: ~ ~ i i ~ ~ 

~ ~ f'fJI\1rr !fi"('fT ~ ~  :;rT f'fi 
i ri e1 ~ I ~I  ii i ~ 

!flIT il:'iit; ~ 'ift ~ iRfTlfI 'I1IT ~ I 

o ro r i~ I~ ~1 i  

:;rm ~ ~ til; ~ llilf;r>r ~~I  ~ ~ 

'!i<:" mt ~   ~ I  $R '3'l! " ~ 'l?:l'T 
~I ~I i 0;;1 ~  3fT (I't ifm <n: fq;m 
~ I til; 4'tf:;r'T ~~ -..r 1rr~ 

~r.rr ~ tIT 'itt I 

30 '!J.If, 1965 if; ~ mnr 
if ~ f-':'11t IJ'fI 'II ; 

"143 new companies with an 
authorised capital of Rs. 66.76 
crores were registered. The 
management pattern of the new 
companies shows that 107 com-
panies were proposed to be 
managed by the Board of Dir<'C-
tors and 35 were to be managed 
by Managing DirectorJ." 

~ ~ in~ ~ o i  

4i ~ ~  .:r .<if !fi"('fT ~~ 
~ q't.:: ~ <f>:'f> ;;Of if 35 ~ 

~ ,fOrm 't:t ~ r i  lll\for<r 

~1  ~ ~ ifTlTr ~  ~ i if; 

qorr'1T 'Oil" if; 1 ~ if; ~ !fit 

~ ~ ~ I 1If'lT ~i  ~~~ 

~ Ii<if !fi"('fT ~  ffT m ,I't ~  <n: 

If'ft flf'lT' flIrlfT :;rT ~ ~ til; ;;" if; 
'11fu:rt If,T ~ I  m-tIT ~1 ? 

ShrJ Sham Lal Sara! (Jammu and 
Kashmir); Does he mean that the 
managing agency system should be 
done away with? 

lit,,,,; r~~ i~~  

~I om-If.lO'fT if ~  q;'I'; ~ I U;'fi ~ 
~ ~ e 'fill: 'il:1 ~ til; '3'l! 'r llitfiJr.,. 

i ~  'fiT 1fI<if !fi"('fT ~ .. 'to:: ~  ~ 

m 4i!f;r'T ~~..  If.I 3 5 ~ 1  

I . I~I~ I 

WI<: ~ ~  <'IT If,T ~II  

~  1ft ~ i 1Ifh: ..,q7ff ;:r'l1'lq, 
.m '4lr.I-lfil'[ ~ _f'f'l"t If,T f'fIl"T"I' 
~ if ~1  .mm ~ I Oft ~ I i  

If,T f'fJITor m ~ ffR mmt If,T IJTJAT 
IfiVfT 1~i  ~ I ~ <'Tt ~~ 1~ 

;m:m!f'T ~ I 'frll" m if 1m 1If1$R ~ 
til; ~ I ~ i  it. r.m: ~1  ~or.r 

q ~ ~  ~rr ~~ ?;or.r ... \'frm 
~or.r (fIfi ,,'i'!i<: IfiTei'r ~ <n: 11"1 <orn:ffif 
I I 11 i ~ I ~~nnre ~ r .r~~ 

~ ~I  I '4lr.I q;fu ~~ r 'fiff 
firl'Ti"TT ~  ~~ ~ .. "!TnT If,Pl'f1 ~  

.n ~I ~ til; ~ If,T ~1I  ornla-:;r 1: 
l{T 1fT if!!" ~ ~  ~~ if 'f.rt.r 

~ r foo ~  I ifrm:T ~  ~ ~ 

l'TT ~i r I !I!lOT-lfil'[ If.«!'ff:;r f'f"T it. 

i ~~ n r ~ ; 

''The Company Bill is that Bill 
which keeps company with the 
whim"3 of the Finance Minister 
and seeks to harm those particular 
companies which are not in th. 
good books. of tI>.e Congress 
Party." 
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~~~ iI 1  

~I ~ tllT'f ~I I W f;r.r it 1ft 
r ~ ~ ~ ~. ~ ~ ~ , '31. ~ 

~~d i~.I1 r r1 1 i 

qft ~ ~ IlTT'Ii ~ ItT lftr.rft 
I!rT f.rq-Ivr 'Itff ~r. .,.. ;:rt; ~ 
1ft lf1Tfu ~ ~  'Itff iF,mr , fim'T 
~  if; lIlvT1f "'T Wf .... if'!Tit if; f.!n: 
~~~ ~~~. ~ .

~. ~ r oW iilf '1ft ~ 
-~ 1 - 1 Q1 rr  I 

~ ~ ~~ (<mJ1!T!TI) : IlTElm 
~~. ~~ .i I ~ 35 

q;: ~ ~ ~ I IJ1'f 'f.T¥ "'I moT 
280 ~ '!<ITflf!f, 'f."'l'fT if; ~ '1>1 
funnnr f('I 6 5 "" <1!JT 1ft 1fT ~ 
~ ~ 1fT ~ 'nIT 1fT f", t!'T< 
~ri ~. <'fl ~ -:nr f1:!fqc "'I <'fIT 

~~ II1 ~ nr I1 1r~ 

~1  ~~ , ~~ ir i  

~r  it '37J ~... . . if; ..-rt it 'll 'f.i!T 'nIT 
~ fiI; 75 If<!T '1''' lfTi'f ~ ~  it 
1'fT'L '1ft ;rnMT ~ lIlm ~ 
~ '3If ~ 11'iIf!TY"U iF,Pft 

m 1'fT'L '1>1 ~ I itu 'I'\!'!T ~ fifo 
~ lfWlWf o;r1f'ifi'f ~ , ~I ~ 
mr ;;rm 'ifrfm , ",,*, ~  ~ It 

~ ~ 1fT 'll ~ f'l> -~ 

"fM'I'T 11'''' OfT fiI; 65 If<!T >i; "3>1 if'!> 
~  ~ ~ 11~ ~ I 'IT'f.r 

'3>1 "'I fi'l1l!c il 75 If<!T if.7 ~ i  , 
IlTT'T 'f.T'J:'f if; 'II'!'ITT ~ ~ ~ .  

~  ~ ~ I .,... if; ~ IlTT'T ;>f If,r 

~ 'lit ~ ~  iTmlm 
~ If,r ~ i .7~ ~ I l';;f-

~ ~ ~ . 1 i 1i r 

~ I ~r i ~n I r ~ I 
::ITofii'r m t. ~ 'liT 'If) gtrr ~ I 

Bill 

~ . r.r ~ ~ ~ ~ ? 'lfi<or'lr 
~I~ ~ ~I ~ ~1 r  

~ ~ ~~ r,m ~  mfu..-~ 

~ ~ it ~ ~~ ~ 
~ , ~ f'irnl ~~ it 230 III 
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Mr. Speaker: The quorum bell is 
being rung ... 

Now there is quorum. The hon. 
Member may continue. 
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Shrl Sham Lal Saraf: This Bill, as. 
moved today, is a consequence of the 
discussion that this House had on. 
Vivian Bose Commission's report and 
I am very glad that the processing, 
after that report was adopted by the 
Government, is being followed metic-
ulously. It was said yesterday by my 
hon. friend who preceded me on the 
other side that to amend a law every 
time is not correct. I quite agree 
with that, in certain circwnstance". 
people have a feeling of insecurity as 
to what would happen tomorrow. But 
8S far as the present law is concern-
ned, I think It is befitting and I 
welcome it. 

With theSe observations I want to' 
point out a tew things to the Hon. 
Minister, if ~ would agree. I have 
already formally moved two amend-
ments. Regarding the rest, I have to' 
make certain observations. Regard ... 
ing section 5, rub-clause (i), .bout 
'Ancillary Industries,' my han. Fri-
end, Shri Himatslngka said yesterday 
that this clause need not be there. 
Here I have to make an observation. 
While new fndwtries are being let 
UP. an attempt for some time past has 
been made to further monopolise the 
big Industries. But, for some time 

~ . we haVe been very badly 
feeling that there should be at 
e .~  some atop SOfnpwhere to 
this kind of thing. If • croup 
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of industries or industrialists or 
interlocked companies try to set 
up bigger  industries, at least the an-
cillary industries should be left to the 
.smaller people, particularly the small-
scale industries. It is with that idea 
.that I would welcome this provisiOll. 
l)therwise, the point raised by Shri 
Himatsingka with regard to this needs 
to be looked into. And I hope the 
han. Minister  will explain the reason 
hehind this provision. 

13 hrs. 

With regard to the proposed clause 
<e) of sub-section 0) of section 13, 
1 quite agree with my han. friend 
Shri Himatsingka that it will be diffi-
cult for a company or a corporation 
which has its jurisdiction in more 
than one State 01' which is an inter-
State corpora1tion Or whOi,e business 
is run all over the country to pin it-
self down, just at the time of the 
floating of the company. to one parti-
"')lIar place and say that that will be 
i~s headquarters. 

13.01 hr •. 

[MR. DEPUTy-SPEAKER in the ChaiT] 

I would submit that this may be 
-given consideration and this relaxa-
tion may be made so that it may not 
~e made incumbent upon a company 
just at the time of its being promot-
ed. to say exactly which place will be 
its headquarters and why and when 
the jurisdiction of the company will 
be country-wise or of an inter-State 
nature. 

: With regard to the question of 
translerrino of money from one com-
pany to another; and even with re-
gard to givLng loans. we find from the 
Vivian Bosc Commission's report that 
several things have come to light 
which were not ot all desirable, about 
which many of us have spoken in 
~o e detail. 

I am absolutely in agreement with 
-the view of Go\'ernment that where 

people do not behave properly, they 
should be brought to book. At the 
same time, it is equally the responsi-
bility of the Government or the au-
thorities concerned to see that where 
people behave properly and where 
people do honest business and have 
honest dealings, they are given some 
protection. In order to curb the acti-
vities of some undesirable elements. 
we should not put those who are 
doing their business in a better and 
honest manner to any difficulty or 
trouble. I would request the han. 
Minister to kindly look into this mat-
ter once again and see whether Gov-
ernment cannot give some sort Of e~ 

laxation So that those peop)e Who are 
honest, whose husiness relations are 
good and who are above board are 
left free to work smoothly. 

There is another point on which I 
have tabled an amendment, and that 
is in regard to cost accountants. Cost 
accountants were not known in o:Jr 
country till a few years back. Cost 
accounting is 8 highly specialised sub-
ject, as far as the industrial world is 
concerned and  especially so in the ad-
vanced countries. In our country it 
is ORly far the last six or seven years 
that cost accounting has come into 
existence. I personally feel with what-
ever little experience I have had that 
in the absence of cost accounting, it 
is very difficult to come to any de~ 

finite conclusion with regard to the 
cost of production or any particular 
industrial product. So, the introduc-
tion of the cost accounting system is 
B very wise thing, a.nd I am very glad 
that this has been done. But there 
is on. thing that I wouloj like to suh-
mit in this connection and that is that 
at present cost accountants are being 
('lass£'d along with the chartered ~ 

countants. Mav I suhnlit that the 
fields of work 'of the two categories 
are en ire ~  differtmt? The charter-
ed accountant also may have to do 
something with costing but only in 
certain marginal matters. Otherwise, 
cost acountjng is an absolutely sepa-
rste subject. Therefore, the business 
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of cost accounting should be left en-
tirely to the cost accountants and not 
to the chartered accountants or others. 
I have tabled an amendment in this 
regard, and I shall speak on it in 
detail when that amendment is taken 
up. 

As regards the question of age res-
triction, I agree with what Shri Hima-
tsingka and Shri Ragh unath Singh 
have stated. In the public life of our 
country and elsewhere, persons who 
attain the age of 75 can continue and 
they are supposed to be fit to continue 
there. When that is so, I do not see 
any reason why experienced business-
men Or industrialists who may be 
ctirectors ar chairmen of companies 
and who may be holding office in the 
business management should not be 
allowed to continue. I should say 
that to place any age rpstriction on 
them will not be fair and it will be 
an injustice to them. There should be 
no age-limit in their cases alsO as in 
the caSe of others in public lite etc. 
lf the company itself decides not to 
have a particular person of a particu-
lar age, by a resolution, then let the 
company be allowed to do so. Let 
Plot Government make any rule about 
it or enact any provision in the law. 
because I feel that  that would amount 
to an interference in their working. 
It will be better if We treal everybody 
1)11 a par; whether in public life or in 
political life or in the industrial and 
commercial life of the country, the 
... me criteria should be adopted in 
this regard. 

In ronclu.oion, I would like to say 
one more thing. I o~ have had some 
little eXperience of getting enactments 
passed and bringing them on the 
~I e- oo . At the time of framing 
of Jaws of this nature one «ets the 
Ic~ in  th.at it will be Shri T. T. Kri-
-shnamachari w!1o will bt-watching all 
.Iong the working of the enactmenL 
But in practice what is happening:" A 
small clerk somewhere or some small 
·perso.n holding some small job some-
where will be free to work it in the 
lnanner he likes. and the big concerns 

Bill 

snd big businessmen are left at the 
mercy of such small people. I hope 
that a very shrewd person like Shri 
T. T. Krishnamachari shOUld look in-
to this matter and see that they are 
riot left at the mercy of blackmailers, 
as was pointed out yesterday by one 
of my hon. friends, or at the mercy 
of some undesirable people who may 
try to harass them by intimidating 
them or blackmailing them by givin, 
{abe reports in order to get such i~

ger people incriminated. I hope the 
matter will be looked into. The law 
should be made in such a manner 
that at least the honest people and 
the people Who do things in the right 
manner are allowed to function pro-
perly. 

Sbrl S. M. Banerjee (Kanpur): 
do not wholly agree to the speech of 
my hon. friend Shri N. Dandeker who 
has said that none of these amend-
ments is really necessary. After all, 
after the publication of the Vivlan-
Bose Commission's rep'ort and the sub_ 
mission of the report of the Daphthary-
Sastri Committee, Borne of es~ 

amendments were thought to be good 
tn order to ptug the loophole in the 
various provisions of the company 
taw. I, therefore, feel that Govern-
ment are moving in the right direc-
tion. But the waY in which the Com-
pony Law Administration is function-
ing is also a matter to be considered 
very seriously by the Finance Minis-
ter. In those matters where tho big 
('ompanies are involved, generally. the 
Administration does not move. On 
the last occasion when I was spea1dng 
un this BUI, t had given the indance 
of an industrialist in Kanpur aKainst 
wh'om so many cases had ~en pend-
ing. The LIC wanted to issue a 
warrant against that industriali,t. He 
ts such a powerful industrialist that 
he had involved the editor of. weokly 
pnpeor called Citizen in lomt- cat:e, 

and he ha, ·been able to influence all 
the officer. of the Company L.w Ad-
ministration in his favour. with the 
l'esult that this particular ca.e hal 
not yet '-" flnaUsed even though 
ab'out ten years have elapsed. 
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Mr. Deputy-Speaker: We are now 
discussing the Report of the Joint 
Committee and the Bill as reported by 
the Joint Committee. It is not a 
general discussion on company law 
which We are having. If the han. 
Member wants to make any sugges-
tions, he should come to them straight-
way. 

Shrl S. M. Banerjee: I feel, there-
fo:·c. that merely by bringing forward 
such amendments, We shaH not be 
fulfilling our mission 'or be acheiving 
the desired result unless at the same 
timf-the company law administration 
also functions properly. 

I have gone through the various 
minutes of dissent given by my hon. 
friends. and I W'ould particularly like 
1''0 refer to that given by my halL 
friend Shri Sivamurthi Swamy. I 
must congratulate him for having 
made the finest observati'or. in regard 
to political donations by c'ompanies. 
He has suggested that If any com. 
pany want. to giVe political d'onations 
to any political party, then it should 
be passed at a general meeting. 

Now the company law administra-
tiun knows and the Finance Minister 
also knows that a case has been re-
ported to the company law administra-
tio:1 of the British India Corporation, 
When We talk of political donations, 
let us analyse how this donation 
is given. We have been pleading 
in this House that the ruling party 
should discourage taking political 
donations from various companies 
so that they may not be accused 
by us of polluting the political 
life of the country. Now, I have 
written a letter to the Finance 
Minister about the political donations 
gi".n by the British India Corpora-
tio:>. I have gone through the memo-
randum and articles of association of 
the corporation called thc British 
India Corporation. There is no clause 
therein for political donation. Still 
I do not know how the chairman. who 
was an ex-Minister at the Centre. or 
the managing director, the Baiorias, 
have given this political  donation, 

They donated Rs. 5 lakhs to the Nehru 
Memorial Fund. I welcome that; it 
is a laudable object, but they did so 
without consulting anybody, without 
having any provision in the memo ... 
randwn and articles of association. 
They further dOnated a huge amount 
out of the funds of the snareholders 
~i er for this purpose or that pUr-
pose. I have seen that there were 
legal consultations. Opinions were 
asked of Shri Sachin Chaudhuri anel 
other eminent lawyers and jurists.. 
None of them has supported thes. 
donations. They have given their 
opinion against it. 

I want to know f"om the Finance 
Minister this. Let him consult the 
company law administration whether 
these matters were referred to them 
and if so, why no acti'on has been taken 
either against the chairman or agaJnst 
the Baiona. for having gtven politi-
cal donations, squeezing the sharehol-
ders Of their money and giving it for 
political purposes. The chairman III 
the BIC is from my own state. He 
cannot pos.ibly nurse his constitueney 
at the co.t of the shareholders. This 
is a very serious matter. I am sorry 
I have not been favoured with a reply 
fJ't)m the Finance Minister. I am con--
cerned with the British India Corpora. 
tion because I come from Kanpur 
where it is situated. It was once 
ruined by Mundhras. I do not know 
whether It is going to 'be again ruined. 
this time either by Satish Chandra. 
or Bajorias. I want an answer. There 
are 35,000 workers working in the 
Lal Imli, the textile mill and in Co-
oper Allen. This is one of the biggest 
industries in UP. I want to know who 
is responsible for this state of a:ffairs. 
t do not know whether It is the chair-
man's fault br smnebody else's fault. 
Whoever Is at fault, must be brought 
to book. 

The MIDIstel' of Plannl .... (Shrl B. 
R. Bhapt): What makes him think 
that it is being ruined? It is work-
Ing satisfactorily. 

Shrl S. M. BaDerJee: They have 
not h<'en able to pay the 'bills of con-
tractors. They have not paid bonus 
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to the workers. I come from Kanpur. 
The hon. Minister knows much about 
Kanpur. But I know that they have 
not paid any bonus. I am sorry that 
though what is happening in Kanpur 
is known to him. still he does not take 
any action. 

Shri Bart Vlshau Kamath: He is 
expressing his fears about the future. 

Shrl S. M. Banerjee: My second 
point is a'bout the serious allegations 
made against the compa'ny law admini-
"tration by Barium Chemicals Ltd. Re-
cently we read in the newspapers that 
Barium Chemicals Ltd. have filed a 
writ petition in the Punjab High 
Court against the chairman Of the 
company law board, a senior ICS 0111-
cer, and the Finance Minister. Seri-
ous charges have been levened. Apart 
from the writ petition .pending in the 
High Cour1-1 do not wish to .ay any-
thing more about it because it is sub-
ju.dice-other charges were levelled 
that flIes were removed from various 
offices and some investigations have 
been launched against the aggrieved 
party, despite the fact that I. was 
!IIhown that no investigation was called 
tor ........ 

Mr. Deputy-Speaker: All that i. 
not relevant here. Here we are con ... 
'Cerned with the Bill as it h'1s emerged 
from the Joint Committee. If he ha. 
:any suggestions to further improve 
it, he may make them. 

Shrl S. M. Baaerj.e: I am sugge<-
1ing improvements, to tighten up the 
'company law administration. 

Shrl Barhunatb Slnrb: What is his 
amendment? 

Mr. Deputy. Speaker: What is your 
'amendment? 

Sbrl S. M. Bauerjee: My amend-
ment is' that there should be a clause 
In the Bill not only to take action 

against companies but to have effec-
Ive control tln the company law ad-
ministration. 

Sbrl Blmatslna'ka: It is there. 

Sbrl S. M. Banerjee: It is there, 
haVe gone through it; despite the 

fact that it is there, these things are 
going on in the country. 

Then there should be proper Inve.-
ligation by the company law admlrus-
tration ot the working Of various com-
panies. In this House, Shri Indra)it 
Gupta made certain charges against 
a parucular company called T. T. 
Krishnamachari & Co. and saId that, 
unfortunately, our Finance Minister 
was connected with that company. 
The hon. Law Mjni..'i1er then came to 
the rescue of the Finance Minister and 
.aid that the latter severed hIS con-
nections with that cOmpany In 1942. 
I appreciate the hon. Finance Mlnl.-
ter"s courage and of conviction in not 
denying it, but the all powerful Law 
Minister came to his rescue and Bald 
that the Finance Minister severed his 
eonections with the company in J94Z. 
I have written a letter to the Prime 
Minister. I make a statement here 
and now, that the Finance Minister, 
unfortunately or rortunately. was ~on

nected with this concern. T.  T. Krlsh-
namachari & Co. upto 1947 as Mr. T. 
T. Krishnamachari and upto 1952 as 
Mr. T.  T. Krishnamacharl. guardian of 
his minor 80n, T.  T. Vasu. It the 
statement is not correct, lel the Fin-
ance Minister make a statement. I 
have nothing against him cr~on. . 

He is a 10vabJe personality. I like 
him immensely. But I say that when 
such 8 statement comes from the Lnw 
Minister. It should be corrected. and 
corrected now by the Finance Minis-

ter. 

ComIng to my amendment. unfortu-
nately I shatl not be here to move It 
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as I will be out of town at that stage. 
But my amendment No. "8 says: 

Page 11, lines 17 to 2~ o  "or 
any such chartered aCC()un-
tsnt within the meaning of 
the Chartered Accountants 
Act, 1949, or other person, as 
possess the prescribed quali-
fIcations", substitute "or any 
OUler person who possesses 
such qualifications as may be 
prescribed from time to time". 

In giving notice of this amendment, 
feel that more weightage should be 
given to cost o"ccountants. I am not 
against chartered accountants. After 
all, for financial audit, they are all 
fight. But due incentive must be 
gIVen to cost accountants also. Why 
is the number of cost accountants in 
the country less? They are whole-
timp' salaried employees. They are 
not permitted to practise as per the 
restrictions imposed under the Cost 
and Works Accountants Act 1959. This 
restriction should be removed. I hope 
the han. Minister will accept my 
amendment which is harmless. People 
hove commented on it. Mention hef' 
been made of it in their note of dis-
sent by Shri Dinen BhattacharYa and 
Shrl Warior. I am sure if this amend-
ment is accepted and if more cost 
accountants are associated with COSt-
ing, the loophole may be pi ugged. 

With these words, I lend by con-
ditional support to this Bill. All the 
paints I have raised should be ans-
wered correctly. Doubt has been crea-
ted in the minds of many people in 
the country-it has not created a 
doubt in my mind-whether the com-
pany law administration is not being 
soft towards certain companies and 
being hard towards small companies 
which have no pull with the Ministry. 

Shrl Morarka (Jhunjhunu): Mr. 
Deputy-Speaker, I congratulBte the 
members of the Joint Committee on 

examininll this Bill in such great 
detail and, if I ma'y say so in all 
humility, on improving it ·greatly. ~

fore the Bill was referred to the Com-
mittee, many suggestions were made 
on the noor or the HOUSe and it is 
very encouraging to notice that most 
.of them have ben accepted by the 
Joint Committe. 

I must however apologise to tll ... 
House for tabling a large number oC 
amen<1ments in spite of the fact that 
the Bill has emerged in a very im-
proved form. My only justification 
for doing so is that they are all desi-
gned to improve the Bill still fur-
ther. I do not propose to go into alI 
those details where the Committee 
has improved the Bill. I would rather 
concentrate on some of the c1auses 
which. according to me, escaped the 
clOSe scrutiny of the Joint Committee. 

When I say that, I should not be 
misunderstood as not appreciating the 
valuable improvements which have 
'been introduced by the Joint Com-
miltee and the great fiexibility which 
has been shown by the han. Finance 
Minister. 

I shall first take up Clause 3(ii) oC 
the Bill to make my point good. 
Clause 3 amends section 2 of the 
principal Act, which is the definition 
.ection, and sub-clause (ii) of Clause 
3 amends clause 30 of the definition 
section. It reads as follows: 

"(iI) in clause (30), after the 
words 'manager or secretary't 
the words 'or any person in 
..accordance with whose direc-
tions or instructions the 
Board of directors or anyone 
or more of the directors is 
or are accustomed to act,t 
shall be inserted." 

Section 2(30) defines an officer of the 
company, and in the definition direc-
tor, manager, managing aJilent or other 
officer are all included, but an outsi-
der who has nothing to do with the 
company is not induded. By this 
amendment. by the introduction or 
this new concept, even a person who 
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is completely ... outsider, but accor-
ding to whose instrudions or direc-
tions a director of the company ,. 
"accustomed to act", would be consi-
dered to be an officer of the com-
pany, and would be liable to aU ,penal_ 
ties and other obligation. which are 
imposed on an officer of the company. 

This amendment is soui/ht to be 
made in pursuance Of the Vivian Bose 
Commission's Report. I may first 
read the recommendations of the Com-
mission for the information of the 
House. They are cont.ained in Para-
graph, 20 to 24 of the Summary of 
Recommendations. on pages 6, 7 and 
8. I need not read the whole of it, I 
shall read portions of Pangraphs 20 
and 21. It says in Paragraph 20: 

"This expression has been used in 
the Act mainly with a view to 
impOse effet.·tive restrictions 
on some special activities of 
directors and managing 
agents as in sections 295, 
369, 370 etc. The expres-
sion has also been intro-
duced in Section 162 aDd 
03& with the object of casting 
On persons, who fall within 
the description, the responsi-
bilities attached to directors 
under these provisions. The 
Act has rightly cast these 
responsibilities on persons 
who, though exercising full 
control over the affairs of a 
company. but by concealing 
their identity behind their 
dummies, otherwise escape 
the responsibilities attached to 
the offiCe ot a director. Time 
and aga'in we have seen how 
the master-minds behind the 
malpractices k<\pt in the 
background. although they 
had planned and directed the 
strategy, but Jett the imple-
mentation only to the sul>-
ordinates, who were thereby 
exposed to all the rtsks in-
herent in the adoption of 
such malpractices." 

Then, Paragraph II reads: 

"The expression used in the exis ... · 
tingprov isillns of the Act to 
cover "deemed" directors appe-
afS, in our opinion, to haVe a 
limited scope, because a person' 
will fall within this description. 
only if the 'board of directors'. 
which under Section 252(3) 
means the directors collectively, 
is accustomed to act in accord-
ance with the directions. Thus,. 
if a person acts through tht? 
majority of nominee directors 
On the board, but not nil ot 
them arc his nominees, it would 
appear that he may escape the 
mischief 01 the said provisions. 
Furthermore, the question 8S 

to whether a person is a'Cting in 
accordance with the directol'J 
or instructions of another or 
not, beir.g a question of !act. it 
may not often be easy to prove 
this in respect of either all or 
even the majority of the direc-
tors on the board." 

That is why they made the suggestion. 

My first point is that once you in. 
clude this concept in the definition 
of an oftIcer, the obligations and penal_ 
ties which you would rbc imposing on 
this 'outsider would be very extcn ... 
sive. Under each and every section 
there is an obligation-to call a meet. 
ing in time, to serve the notice, to re-
ceive notices. to give instructions, to 
file documents with the Registrar, to 
answer certain charges. to preRcrve 
the accounts booka etc. Some of them 
are very serious obligation., and they 
attract severe penalties. A Board moy 
consist of 5. 10 or 15 directors. and 
a perSOn who ha. nothing to do witb' 
the company whatsoever. merely be-
caule he has one nominee on the 
Board, would attract these cn ie~ 

under all these sections, I can under .. 
stand if the provisionfli was confined 
only to a few major or important sec-
tions as the 1956 Act envu.agl'd, for 
example. Seelion. 162, 295. 307. 369, 
370 and 538. dealing with lnter-ror-
porate Investment. lending of moneya 



ComP411ie, AUGUST 19, 1965 (Second Arndt.) Bill 1032 

[Shri Moraua] 

..,tc. There it was all right. Here, for 
everything, big or small, a person 
wh'o has nothing to do with the com-
lPany will be held responsible. 

And who are these persons? A 
·nominee director is nowadays appoin .. 
.tea 'by technical collaborators wh'o 
-may be abroad, by the Industrial Fin-
anCe Corporation. by ICICI, by some 
banks, by State Governments, by de-
"benture trustees and others represen-
ting particular interes'ts one person 
-in a board cannot, 'by any stretch of 
the imagination, control the affairs of 
:the company unless all the other 
-directors are dummies, dummies of 
-somebody else. So, how it is practi-
"ally possible, how can you make this 
provision practicable the provisi'on 
which says that if one single director 
an a board acts in accorda'nee with 
the wishes or according to the direc-
trons or instructions 'of another per .. 
son, then the other person who is 
completely an outsider would attract 
all the penal provisions? 

My objection is fortified by another 
.. rgument. Unaer the proposed sche-
me you are debarring certain persons 
"by law compulsorily from acting as 
odirector. not that they do not want 
to be directors. You are now taking 
powers under Clause 35 to say that 
the moment a person attains tbe ~e 

(Jf 75. he cannot come anywhere near a 
company. and yet if he appoints a 
nominee on the board. vau say he will 
be responsible for ev'erythi;'g. For 
'the purpose of putting the penalty. 
for going to jail, he is fully qualified, 
in possession or his faculties and is 
'Supposed to be fully alert. but tor the 
-purpose Of management of the com-
·pany you Rre deliberately keeping him 
out. and still you ore putting a vica-
Tlous responsibili ty on him herause he 
has 8 nominee on the bbard. 

I have no objection If yoU mak' this 
applicable to a person who is in R 
position to control the mnj'ority of the 
board of directors. because then Bnd 
then alone, does he influenCe the poli-

cy Of the company, the management 
of the Company, and if there is any 
malpractice, fraud, misappropriation 
etc., It can be perpetuated only if he 
controls at least the majority if Hot 
all the directors. If that is the posi-
tion, what is the point in acceplin, 
this theoretical recommendation of the 
Vivian Bose Commission, to which 
8hri Vivian Bose was never a party, 
only his name is used, and which did 
not have time to elicit public opinion 
on a suggestion like this. 

The other day when (he BiIJ went 
to the Joint Committee I pointed out 
a similar absurd situation about the 
Objects Clause. I am thankful to the 
Joint Committee for amending it and 
for introducing major changes. 

This clause, 3 (ii) suffers, in my 
humble opinion, 'from the same 
degree of absurdity and imprac-
ticability and there is no reasonable-
ness and equity in favour of this 
prOVISion. After all it cannot be the 
intention of the Government to rope 
in any person on technical grounds. 
Neither can it be that a person even 
if he holds shares should not have 8 
nominee On the board. Our company 
law has a section 264 or 284 which re-
cognises the principle of proportional 
representation. Not only this. When 
the Government finds that the affairs 
of 8 ('ompany are mismanaged, they 
Can give 8 direction saying: you adopt 
an article or change your article and 
have a system of proportional repre-
sentation_ On the one hand the Gov-
ernment's policy is to give a right of 
proportional representatiOn that is, to 
haVe a nominee director in proportion 
to your share holding and on the othe:-
hand by this method you are frighten-
ing the person from putting in a no-
minee because 1'1 he puts a nominee 
director who is accustomed to act 
under his instructions, then for all his 
commissions and omissions, he would 
be n,.ponsible. not the nominee direc-
tor but the person whose nominee he 
is, who is a complete outsider who for 
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all practical reasons may be sitting in 
some other foreign country. 1 think 
that the Joint Committee while exa-
mining thIS provision did not bestow 
due consideration on these points. 
This is a noticeable lacuna and a big 
lapse on the part of the Joint Com-
mittee and I would have been happier 
if they had put some limit on this 
provision either by saying that such a 
person would be responsible only for 
certain acts at commission and am is· 
sion or that such a person would be 
responsible only if he controls a majo-
rity of the directors or if he really 
influence the working and control of 
the company. 

Mr. Deputy-Speaker: You may go 
to the next point now. 

Shri Morarka: If yuu think that I 
have made that point fairly weI!, 
leave it here and go to the next point. 

I must express my sense of gratitu-
de again to the Committee for making 
clause 13 more acceptable. It is a 
new thing that We are introducing, a 
provision against the blank transfer 
of shares. J have severaT amendments 
on this clause 13 in my name. Some 
of them are alternative amend-
ments that is if one is accept-
ed the other would automatically go 
out. The main reason for my amend-
ment is that according to the clause 
as it has emerged from the Committee, 
it would not be possible for the Com-
pany Law administration Or the stock 
exchanges to administer it properly. 
First of all it is said in this clause that 
transfer forms should be obtainable 
from the prescribed authority. Every 
year not less than lacs of transfer 
forms are required by different stock 
exchanges all over the country and it 
would be impossible if the Govern-
ment does not expand the staff ot this 
authority substantially, to cope with 
that work. Many times they would 
say that forms :J.re not available, that 
they are out of print or that they 
have not yet been prescribed or some 
other reason. My amendment is that 
the same forms which are today in 
use may continue but the prescribed 
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authorities must put a seal Or stamp 
on thOse forms. That would eliminate 
the obligation to print the form and 
give them, so far as the authority is 
concerned. That obligation is trans .. 
ferred to the transferor or transferee 
as the caSe may be or the stock e ~ 

change and the authority would only 
be required to put the stamp of the 
date, etc. 

The second thing that 1 have .aid 
is this. Instead of prescribing an ar-
bi :rary period of six months 85 the 
periOd of grace during which the 
shares must be transferred, my amend-
ment is that this must be anytime 
before the closing of the transler 
books of the company tor the first 
time after the transaction takes place. 
In 80me cases this period may be less 
than 2-3 months; in other cases it 
may be as many as 10 or 11 months. 
The great advantage of my amend-
ment is that every person who buys 8 
share would know that he is getting: 
the shares which he will have to get 
transferred before a certain da tc and 
not after that. So, there would be 
no risk for that person of getting 
shares through the clearing house 
which may have a currency af only 
15 days; (that means 51 month. 
have lapsed and only 15 days left for 
him to get the shares uansft?rred.l 
Shares with a le.ser period of cur-
rency would naturally have some Bort 
of a discount in the value than shares 
with a longer period of cur-
rency. So at the time of transaction 
and delivery of the shares 8 lot of 
difficulties would arise. But ir my 
amendment is accepted, this would be 
obviated and straightaway people 
would know that they are getting 
shares of company A and the books 
of company A would be closed in a 
particular month and belore that 
month they have to get them trans-
lerred. 

Now. Sir. I come to clause 21. 
Yesterday. hon. Member, Shri Dande-
ker criticised thiS clause bY ~ in  

that the Government has taken blan-
ket powers of giving instructions to 
the auditors to make a report on luch 
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matters as the Government desires. I 
could not understand his objection be-
cause even in the existing Act, sec-
tion 233A ( 4) says: 

"The report of the special 
auditor shall, as fal' as may be, 
include all the matters required to 
be included in an auditor's report 
under section 227 and, if the 
Central Government so directs, 
shall also include a statemen\ on 
any other matter whiCh may be 
referred to him by that Govern-
ment." 

The principle that the Government 
may tell the auditor to give a report 
in a matter is already there. This 
provision is contained in section 233A 
which deals with special audit. Now, 
the Government is taking the same 
power to tell the auditor af the com-
pany who conducts a regular audit 
also to give a report on some matters 
which t·:1C Government wants. Gov-
ernment wou1d have two choices; 
either Governmc'lt can 'tell the audi-
tor in thE" norma) course: give Us a 
report on this matter also; or if Mr. 
Dandeker does not like that, they can 
easily resort to 233A and appoint a 
special auditor. If they do sO not 
only the c()tT1pany would suffer in its 
prestige but the point of Mr. Dande-
ker will also not be served. They can 
still give directions to the special 
auditor and give him the points on 
which the Government want a special 
audi t. Therefore, I think the han. 
Member Shri Dandeker's abjection to 
this clause is not very well-founded. 

Clause 23 is a very controversial 
clause. so fa say. It is a new clause 
which for the first time introduces 
cost audit in our Companies Act. This 
provision, I am told. dOes not exist 
anywhere else in the world. I per-
sonally sec no harm in having such 
a provision on our statute book though 
it is not an (,RSY thing; it is going to 
be ~r  difficult exercise both for the 
Company as well as for the aum tors 
and also for the company law depart-

ment because cost  accountancy in our 
country is still in a developing stage. 
Our companies, our industries, are 
mostly innocent and unfamiliar with 
this procedure. It is for the first 
time under clause 20 that the Govern-
ment is taking power '10 prescribe or 
to direct what other books records etc. 
the companies must keep. They will 
also indicate in those directions the 
books which are necessary for main-
taining the cost records. When you 
have a provision for cost audit, it is 
necessary that before you order cost 
audit, you must see that the accounts 
necessary for that purpose are main-
tained. At present there is no statu-
tory obligation. As I said, it is for 
the first time that the Government is 
now contemplating under clause 20 to 
take that power. But even after 
taking that power. sufficient time, say 
two Or three years, must elapse before 
an audit can be ordered so far cost 
accounts are concerned. So, when 
these instructions are given to a class 
of companies-whether textile mill 
or sugar mill or jute mills or tea fac-
tories-then, that class of companies 
would know ,that they have to main-
tain their accounts in a particular 
form and that ·rorm should be such 
that it is amenable to cost audit. 

On clause 23, the han. Member Shrl 
Dandeker, While speaking ypsterday, 
made the following observation: 

"The fact is that the vast 
majority. 90 per cent of the sma1l 
scale and middle scale comp::mies, 
have no cost accounting, ci:lnnot 
afford to have cost accounting. and 
to suggest that they should have 
compulsory audit of cost accoun· 
tings is, indeed, to prescribe a 
gOOd deal of nonsense," 

I cannot say that the han. Member 
was not talking sense but all that I 
can say is that he did not read the 
clauses of the Bill very carefully. 
Clause 20 ssys that the Government 
would prescribe only a class or a des-
cription of companies who would 
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keep certain accounts. Clause 23 fur-
ther says that it L. only out of those 
compan:es-it does not say in so many 
words but that is implied-a particular 
company may be chosen tor the pur-
pose of cost audit. Where is the ques-
tion of 90 per cent or 10 per cent or 
50 per cent coming here? Unless the 
Government feels that the cost ac-
coontancy is necessary in a particular 
field, they would certainly not issue a 
directive under clause 20, Once they 
issue it, it is not automatic that the 
cost audit would be carried out every 
year. There again, it is only when 
the Government feels that a particu-
lar company needs looking into from 
the point of view of cost audit, where 
it is showing higher cost, etc., that the 
Government would order a cost audit. 
There are two different things in-
terconnected, and to say as if it Im-
plies that all the 90 per cent or 100 
per cent companies will immediately 
have to maintain cost accounts and 
immediately cost audit will start la 
a little misleading and not a proper 
reading of these two clauses. 

About clause 35, enough has been 
said in this House and that relates to 
the age of the directors. The present 
provision is that as soon as a perSOll 
attains the age <11 65, he will retire 
from the directorship 01 the carnpany 
unless his reappointment is approved 
by the sharehOlders. The amend-
ment now sought is that this age wil1 
be increased to 75, ..... . 

Shrl SlnbaS&ll SIn,h (Gorakhpur) : 
How long will he take, Sir1 We 
must also get some time to speak. 

Sbrl Morar"': So far as the age is 
concerned, this discretion is being 
taken away from the shareholders. 
A case has been made out and argued 
very cogently by the previous spea-
kers, particularly Shri Raghunath 
Singh. All that I can say is that 

there is great merit in either retain-
ing the present provision or, if you do 
not like that, then, in eomple1ely 
doing away with this age-limit. To 
introduce an ~o e rigidity in the 
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statute that after 75 years no person 
can continue to be a director at aU, 
to say the least, is undemocratic. The 
entire structure of the company law, 
the very concept of the corporate 
fiction, is ba.ed on democratic princi-
ple., and, therefore, I think ·tner. is 
great merit in the suggestion of Shri 
Raghunath Singh that clause 35 should 
be reconsidered and the han. Finance 
Minister may be pleased to accept the 
amendment which are tabled on this. 
Now, I come to my IInal point. 

Mr. Deputy -Speaker: The han. 
Member has taken 27 minutes. There 
are many Members yet to speak on 
the Bill. 

Shrl Morarka: I know, Sir. Three 
hours were given 'lor the IIrst read-
ing and the Chair agreed that if it 
was necessary they would extend the 
time by one more hour. I am well 
withiu my limit. 

Shrl Rachunatb Slnrb: Experts on 
company law shOUld be allowed more 
time. 

Mr, Deputy-Speaker: 
got half 8 dozen names. 

have .till 

Sbrl Monrka: I have only one 
more point to make, and that is about 
clause 51 on which the hon. Member 
'Shri Dandeker waxed eloquent with 
vcht."lllencc. He objected to this 
claa..e becauSe he said that this 
advisury commission is bein" reploced 
by on advisory committee for no 
reason at all. I would beg of the House 
to examine thi:c; point a little more 
carefully. What is actually being 
dono? Whether it is an advisory com-
mission or committee, it is merely a 

difference in nomenclature. It makes 
no difference according to me, ec .~e 

both of them arc advisory bodies and 
the Government, as far as os~i e 

would aC('t"pt the ndvic-c. But they 
may not accept it at all. In the new 
clause aJso, Government has taken 
power to refer any matter which in 
the opinion of the Government. is ne-
ccs!!ary to be referred to that advi50ry 
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committee. The only difference 
about which Shri Danaeker could 
agitate is that under the present pro· 
visions, certain applications under the 
existing sections are bound to be re-
ferred to the advisory commission, 
but now,  under the new provision, 
that obligation goes away. What are 
those sections under which, i'I the ap· 
plication is made, the Government is 
bound to refer it to the present ad· 
visory commission? They fall in three 
categories. One is for increasing the 
number of d r~c ors  the second is for 
increasIng the remuneration of the 
managing directors and the third Is-
most of the provisions relate to the 
third category-for changing or 
making any change in the terms of 
the contracts with the managing 
agents. You have seen the temper 
of the House, and you know wha t th. 
position is about the system of mana· 
ging agency, and the Government I. 
also seriously considering,-if I am 
aright, at least In some induotrles 
which are well established, the Gov-

is not necessary that all these cases 
should necessarily be referred to the 
advisory com'mission, but instead, an 
advisory committee with a greater, 
flexibility of reference would do. 
Clause 51 as it is now worded reads: 

"410. For the purpose of advis· 
ing the Central Government and 
the Company Law Board on such 
matters arising out of the adminis-
tration of this Act as may be reo 
ferred to it by that Government or 
Board the Central Government 
may ~ons i e an Advisory Com-
mittee ,  . ," etc. 

My only suggestion is, that the word 
"may" may be turned into "shaUII, At 
least the Advisory Committee must 
be there. The Finance Min;,'ter may 
have in his mind that 'may' will have 
the same force as 'shall'. But it would 
perhaps satisfy the han. member. 
more if he can have 'shall' instead ot 
'may', 

ernment have almost taken a tenta· Sbrl Warlor (Trichur): Sir, first ot 
tive decision to that effect--<thb all, I would like to add my support to 
taking away or dOing away with ,this amending Bill for the reason that 
the system gradually. This power there is sufficient justification for 
was taken under section 324. as early amending the 1956 Act. The plea for 
as 1956; a Bill was introduced in opposing this Bill is that the 1956 Act 
1953 and it was passed by 1956. So,. has already plugged ail the/loophOles 
there is nothing new. The only thing ~ for ail sorts of frauds and rrialpractices 
is, the Govermnent lrave not taken mentioned in the Vivian Bose Report. 
any decision on that particular point. al>oI IRe :gephlary Sa.try Bepert. But 
Under the new powers, Govern- aotualIy it is not so. When the 1956 
'ment may stili refer the" appli- Act was being debated in this House, 
cations under this -section also the Daphhqr Sastry Report had not 
to the advisory Committee. but it come. It came only after that. So, 
is not mandatory. It is not neces-; w,.. can infer/that the 1958 enactment 
sary for the Government to refer also had beef> before them when they 
each and every application and why? made the recommendations for the 
Because, by experience, it is found amendment of the 1956 Act. Other-
that, firstly, the commiSSIon meets wise, they would not have made those 
very rarely in Delhi; at the o~  once series of recommendations. So, thiS 
a month; it is therefore time·consu- amending Bili has ample justification. 
ming and the cases are not disposed .From the prao!ical point of view/also, 
of e edi io ~  and secondly. it in- these amendments are necessary: 
valves a lot of avoidable paper work. 
Taking all these things into considera-
tion, Government decided that, after 
this experience which they have 
gained, of ,the administration of com-

pany law 'lor almost a decade now, it 

I will quote from the July 1964 edi-
tion of Commerce, which will not be 
suspected of any partiality towards 
those opposing the big business. In an 
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article 1Ill'iUan 9!' ",Ip, Sin" aIla, i.nter 
alia it is said: 

"The war on anti-"3ocial element]': ( 
In company management is begm-
ning to gather momentum. Des-
pite strong criticism by a large 
section of the public and the press, 
there is not much improvement in 
the attitude of a few in the 
management towards standards of 
propriety. and business morality 
and they/remain victims of firmly-
fixed and deep-rooted habits." 

Recently the Bennett-Coleman affaIr 
also has come to light. 1 do not know 
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due share in the economic develop-
ment of the country. They !'lust not 
be harassed hy tho:e peophV who in-
dulge in all sorts of malpractices. In 
thIs competitive world, if malpractiL'es 
are allowed to continue, honest dealers 
will have to become victims to those 
practices; otherwise, they cannot stand 
in the market. 

There is another thing. The Com-
., pany Law Administration i. not/deal-
ing with these ca.'e. as promptly and 
effectively as they should. 

what is going on, but there were press (' . 
report. recently dragging in the good ... 111) P'f .~ .1 I  ~ r~  
name of our Home Minister also andle' ~  1 ~~I  I .~ ~r ~  
saying that the entire procedure Is ~ ~ I ~ If I!it>:1f 'T(\' ~ I 
stayed or stopped or slowed down. It I 

is for the Government to decide what 
is to be done. But the point is that Mr. Deputy-Speaker: The bell is 
still those malpractices continUe in being rung-now there is quorum. He 

spite of the 1956 Act and the other may contmue. 
regulations and / restrictions imposed.,V., 
by the Company Law Administration. Shrl Wartor: Whenever there is a 
So. there is sufllcient justification for prima facie case, there shOUld be no 
this amending Bill, though it comes delay in taking action. In the case of 
only after 9 years from the date ot the bie companies which arc almost 
parent Act. monopolising that field of operation, 

this delay_ is very;harmful. Once an 
There are very many malpractice:;. investigation is started, it takes 3 or 
In the report of the Company Law 4 or even 10 years. It has to go 
Board for/1963-64, it is said that out i·,,:.,through so many hUTdles. By that 
of 7795 co'ses, 4588 cases had ended in time, the real culprits escape and 
conviction. That shows everything is somebody else becomes the scapegoat. 
not all right in that world. That shOUld, not be the condition. 

Delay must; be avoided and proper 
action musr'be instituted. Bia people 

The policy of the Board has also can escape, but amall holders can:lot 
shifted. accordin, to press reports and do that, because they have not lI:ot 
according to the.feport of the Company _ tbe influence or pull necessaT)' tor es-
Law Administration, in the sense that caping and they are easily prO!lecuted. 
now they are not taking into account So, in the enforcement of these laws, 
slight technical mistakes. as they used proper care/must be taken to see that 
to do formerly. They are only taking small hold;!'r. are not harassed. The.e 
note ot pers;'tent offences perpetrated two thines must be done. I am .pea-
by the co",,-,am'!s, of a nature which kine about these thlnes particularly 
requITed to be scotched. ~  because a few :things have come to our 

We pas.s all these restrictive legisla-
tion not to harass the pri vate sector 
management but actually to help the 
Itonest people who want to have theIr 

knowledee. Today there was a Cal-
ling Attention Notice on tbe imposi-
tion at· new re.ttrictiolll bued on the 
letterot credit on Importl. It 1.1 
,ood. There Is 10 much talk In the 
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count;y n.,,?ut under-invoicing ,nd a go-by. We have taken only the 
over-lnVOlClng indulged in by all shell, without the spirit or the kernel 
serLe; of importers and exporters and of those recommendations. in th:s. 
it is necessary that stroni restrictions \ ,l'mending Bill, and the Government 
must{ be imposed on these things .. ~ bliJI be CDming forward in th"; not t:J>O 
But the restriction has actually hit· ~ distant future with another aJ!end-
the entire cashew industry in a boltment when they find that even these 
of 20 miles. The factories had to be amendments are not enoul(h to have 
closed and about 80,000 workers had the alms and objects realised. 
to go out of work. That should not 
be the case. We/raised this problem ! do not want to 1:0 into the detaU. 
in the Kerola Consultative Committee ; 'or! thcse blank transfers. We hav:" 
and the Government allTeed to tak/! 11, given our dissenting note. When w"'1 
up the matter with the Finance Minis- ..... discuss this question of blank trans-
try. The Finance Ministry did un- !ers we must bear in mind that there 
derstand the problem and they relax- also the interest of small holders 
ed the restrictions. Our thanks are comes in. It is suggested in the 
due for .that. But they should have,!. clause that these blank transfers can-
actually/thought about this before. It . ""'ot be done but that transfer of shares 
they hive the interest of the small J;.., can be done in this/way that shares 
holders much more than the interest can be deposited in scheduled banks 
of others, in enforcin/( these things or the State Bank. In the business 
proper care must be taken to safe- world this is intended to raise liquid 
guard their interests. It is meant for cash, Unless there is a possibility of 
restricting malpractices and not tor, raising liquid cash at the proper" time,,,-
destroying the! entire industry or th<4. '!) the business win fall into a very ~  
people connected with it. "f state of affairs. Therefore, proper cafe 

must be taken by the Government to 
14 hrs, help those who haVe no control 01" 

. ,. influence at all over any of the sche-
"-ti,commg to th,s B,IJ as a whole, Sir, duled banks The big industrial' 

TI D8fltleher said that . c~ im· houses ~ enough control over 
provement has been made m the their banking facilities and there-
Jomt Comm,ttee. I was also a mem-(' J fore thev may .hot suffer du to thi' 
ber .of the Joint COmmilti' and when '1! provisio;", The'y can very !ell de-

..Q....s.tlPI 'Qaluleher says that..l much i~- posit their shares in banks and r ~e 

provement has been ?lfected in . It the required money. But the sma'!' 
~ o.d  can ,:,ery well mfer m whlch companies doing production in a small' 
d,recllon the Improvemenf4 have been way will be harassed and they will I 

made. ~ i ro~e en s arc c ~I-  . not be in a poSition to raise sufficient J 
:y ron<'eSSl0ns owmg to the prev811-t., liquid cash if this clause is enforced 
JIIg atmosphere surcharl(ed ,with all in this way to their detriment and not 
sorts of pressure, to ~ ~ s ess a.,d to have effective control ove big 
not as any more/restrIctIOns on the business r 
malpractices and other things done by , 
those people who have no respect for Then there is clause 21 which deals 
law. with auditors, on which a better 

spokesman cannot be had for the· 
Clause 13 deals with blank trans- : Government than Shri iMararka, He 
fers, ~ c  heat was generated on says that this power is already en-
th'S pomt. These are alI points shrined in the parent Act in the form 
which were raised by the Vivian Bose of a special audit. On this point alsO 
Committee aRd,..·-:Ute -, --Daphtalj-Sn'tri some heat was generated. I will not 

~n i ~.  My complaint/is that this '. go into the details here.la,y opinion' 
IS actually based on repOrts and re-I: is that if (bl> objects put orward by 
commendations which have been given· .. the Government are to ' e realised it 
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is highly necessary and urgent that When there is mention of Cost Ac-
audit itself should be nationalised im- countants, naturally. there is pertur_-
mediately in this country. It is im- bation amollg the ranks of Chartered 
portant. I stand for that. Just like Accountants. In England, when the 
the judiciary is raised above the in-,  \ Chartered Accountant Council Act. 
tluence of the executive Or Me legis-/ r) was debated, /1 am told, the existing ( 
lature, if only there is a6 indepen- lawyers whd had been practisIng 
dent audit all these malpractices will financial audit clamoured BIIainat that 
go. Auditors are generalI), the em- Bill. Here also, when the Cost 
ployees of big busines.. How far an Accountants BiIl came UP we had the 
employee can stand up against the experience that the Chartered 
whims and fancies Or wishes and com- Accountants turned up against that. 
mands of his employer is anybody'. . It is always the case. That should 
guess. f If he is careful to have his '." Dot be the attitude of the G<>vem-
own tiread next morning, he must ment. The GQvernment must see 
bow down to the will of hi. employers. that mare Cost Accountants come into 
Therefore, if the G<>vemment wants the field. Young people who are 
to see that there are honest dealings, coming out as graduates must take up 
honest practices in the pusiness world, " . cost accountancy in right earnest. For 
it must see that audit;'s independent. I/;l. that incentivE' and encouragement is 
We have the Auditor-General. Even nece.sary. That is not riven. Even 
the Parliament cannot question him, after passing the Bill in 1959 and al-
He is responsible only to the Presi- though the Cost Accontant. Council 
dent. Why is that so? It has been done has been constituted, it is still ham-
purposely because that office should be strung by Chartered Accountants in 
above all influences and not dependent( .. whOSe hands the entire thing is even 
0", anybody. That is an important JI. now !'<lsting. That should not be the 
thing. I hoPe the Gove.nment will case. If cost audit is introduced, 1 
give due consideration to this point. am quite sure that a large number 
Of course, when there is a question of of young men who are now going for 
nationalising anything there is always chartered accountancy will turn their 
a furore. I do not know whether in mind to cost accountancy and they 
this case .Iso there will be such a will come up as Cost Accountants. 
furore. There ir. a lot of material to·; In this respect I will caution the 
say about this audit in India as a G<>vernment on one thine. Cost 
whole. but I do not want to take this accounting is the crux of the maUer 
opportunity for that. as far as trade secret i. concerned. So 

perturbation of the management 
and those who are engaged In 
production i. quite natural. 

:i'exl is clause 23 which deals with 
cost accounting and cost ·audit. As . 
everybOdy knows, it is a new Ithing. I ~ 
But it is a neeessary thing. My first 
suggestion is that the Government it- Although this does not cover the 
self should take more seriously about entire field of production, but only 
cost accounting and cost audit in their specified things, still. after some time 
own establishments. There is so G<>vernment may tlnd it necessary to 
much waste. Even the reports of the enlarge the scope of this. There is 
Public Accounts Committee have real fear that the trade secrets will 
drawn/our attention to that. We must \ leak out, and Shri Dandeker has given 
know 'the break-up of the cost. There expr ... ,ion 10 them. Government must 
is sO much that we can save. All these see to it that it does not happen. In 
tlrings are necessary to be known. the set up which we now have there 
The Goverr.ment mUst first of all find is ao much at competition In produc-
way. and mellns to have cost audit" tion and if the details of costing is 
and not/only cost IlCCOuntinl!. Only if .'\ known to the rival parties, it will 
there is eost audit eost aecounti", put the party in a very dif!icult posi-
will be in a correct position. tion. So, some protection i. neee .. -
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ary. But, I will again repeat, that 
that should not be given as a reason 
for not having cost accouuting and 
cost audit. They are necessary in 
order tu scoteh the malpractices in 
audit and accounting. Shri Dandeker 
has unwiltingly remarked that it will 
create more confusion. It is not con-
fusion but contradication in figures 
that will come to light. It will give a 
true picture of the entire business, 
instead of the one-side picture of the 
financial position presented by the 
company. 

Lastly, I come to the provision re-
lating to giving protect.ion to those 
employees who give valuable in· 
formation to the Company Law Ad-
ministration. It is only if sufficient 
protection is given, sufficient guaran-
tee is given that they will not be 
adversely affected, that they will 
giVe information about the malprac-
tices and frauds committed by the 
management. An employee who is 
completely dependant on the manage-
ment will not have the courage or 
boldness to come forward and give 
this information. Objectian was raise 
to this provision from many quarters 
On the ground that it will indirectly 
help or encourage blackmailing. 
Nothing of that sort will happen. 
Government is perfectly right in 
protecting the security of employ-
ment of those employees who give 
information. The employees are I" 
the know of things of the working of 
the company and without their know-
ledge and co-operation the employers 
cannot do anything. For example, in 
the case of the Times of Indi<!, even 
though the officers were in the 
know ot things. they did not come 
forward to give information to Gov-
ernment until the late Prime Minis-
ter gave them an assurance that they 
.... ill be protected and the culprits will 
be pursued to the last. Then the offi-
cers, including the Editor or the Times 
of India carne forward and gave a 
memorandum to the lale Prime Minls-

tel'. On the basis of that, some in-
quiry was instituted by Government 
by appointing Shri Chopra to look into 
the matter, Shri Chopra submitted a 
report and the Finance Ministry or 
Horne Ministry tOok some action on 
the basis of that report. In this case 
because of the assurance of protection 
given by the late Prime Minister, 
officers or employees of Bennet Cole .. 
man & Company came forward to 
give evidenCe and right the wrongs 
perpetrated by the management. So, 
that clause is very much necessary. 
If there is any mala fide action or 
blackmailing on the part of the em-
ployees, Government is certainly there 
to protect the interests of the 
management. But in this country 
who requires more protection is not 
a debatable point. It is only the 
small people that require protection. 
Big people have enough protection 
even now and nobody need bother 
about them. They are well-protect-
ed not only by themselves and by 
their OWn people but also 'by the Gov-
ernment. 

~ ~ ~ : I ~ ~~  

~ ~Q1 .  ~ ij; ~ ~ 

1 i i i ~~  I ~ 1956 

it ~nr <'IT ;m $lTIf"" qfm'f g$IT 
"IT ~ ~ ~Q1 r  if; ~  it ~ ~  I 

WR ~ "fT'{"" qfuffl'f 'fit ml'l if; 
~  it 8:) '11fT ~ n a') ~ qnr WorT 
~ 'f !!IT1rT I 'P"l'fT <'IT ~ ij; 
~ ~~ 'Ii'iiit ~  I '"'if ~ ~ i ~ i  

~~~i ~~ 

1956;m ~  ihr ~ I ~  

.~ <[11:1 '" r~ f<rf"ia' ~- 1ro  ~ 

~11  ~ iI1'r,." 1'AT '11fT fiI; .r.r ~ I

f.!1ii it"f) !T'f 'liT ~ ~ ~ qfl:'lm1 

it ~  :;rrzrr ~ Ifr ~ 'f ~ i  <nit I 

~~ ~ ~ ~ 1fT ~ ~ 
'fl r"" ",),{ '1fT ~  ~ ... ..". if >t'lflr'f 

~ ~ ~1 it it ...tin; it ~ 
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l!:) ~ 1 It 1111'1' ~  !?1m' fu:n':3i f<f; 

~~ i I~I ~i ~ I  

~ .. I ~ ~iI  ~~ r ~  ~ f'l''!rr-

"I"fT ~ ~ 1 4'itf'lf'T ~~  ~ <irr ~~ 

ilNrm ~ iltfiR "!il' ~~ nit w'I'mq-
~r 1 1~ o~  .rr~ iff!1 ~ Of f<f; 

~I  'Ilt ~ ~ it ~ ~ I  

'f.T .,film ~~o ~  ~ r ",tIfT 1 iltf", 'f 
"'f q7 1fllT gill ? ~ r <1T ~ ir'lHT 

011 lI'mwf ~ "'" on: !fir ~ ff'f; "fT"J. 
fif.lfT '1'lIT f'" "'If ~ . r 1 0 "'"'l'f'fli'j 

~ ~ ~ i  ~ llitf;;rrr ~io 'I'[t 

~ ~ ~ 1 WI<: ""'L '1ft gq-r ~  

<f'1 g'I'T ~ ~ 1  fit; m' ;:'''' 'f;l'H) ~ ~  

.i!T <re 'P"l'fr ~ ~  'I' ~  JI'T ;:'''' ~ I  

. . ~o rr. ~ r i ~r~~ 1 

o;r'Ilt ~~ o;rll: ;fr.r ir.r.r iflift ofr f<f; 
"iJ'TlR "",;t\' o rr~ it ;r.r ~  vft 1 o;rill' ff<f; 

~ (rlt ~ ~ ~ "'1 ",r'IT 6 5 
<rt ffI' ~r '1fT ~ iII ~  ~ 65 ~ 

anrT'lf 75 f.I;1rr 3fT ~ ~ 1 'l'fl:"Irll'<1': 
'f![ 4~~~ ~ ~ I ~ 1 

.~ ~  "'T i ~ ~~ r ~ ~  

on: 75 ~ ~ 'f![ ~i  ~~ 3fTifli' 1 
~ ~i ~ 'l'(f1' ~ ;;r'l' !111m-Iffr 
.~ ~ ~1 I  iIrit if; ~ lIT '!i" ~  

iii; ;;frrfi "') flf'i'If.t if; ~ it""' fflR ~ 
~ ~I~ ~ ~~~~ 
~ ~r  ;;rr ~ ~ 1 !!fiffl'l it q-Iff!l 
'!i') ~r f;:'IIT ~ I 55 r~ it 58 !IT'" 

~ '1'lIT ~ 1 ~ I i  65 it 75 

~ rr~~I 1 i ~ 
mit, ~ ~ ~ r~ rwr (it lIT ~ 65 

~  ~ "ITlf 1  6 5 it 7 5 ~ it ~  qf>:-

~ if '1ft 1iI ~ ~ ~ 1 Ii,,", I!:R « 
~ m', ~ ~ mt ~ I!:PT '1'1>: 
omfr ~ I!:'rrrr f'li' iPl""i 1fu;r ~ 
f1lmn 1 ~ ~ ~ ~ it >'mT 

;;mr ~I  mIT ~ t I 

Bill 

~1Z i ~ i 1Z i in  

'P"l'fr ~ ml[ ~ it ~ ~  

'fi"If1vr.r ~  Mlf'I' lI'm 'Prlvr.r 
~~ "'t ~ _I ~ q-n: l:'" ~ it 
,,!!it 1Z'fi' ~  ~  ~ fuilt firf;r.rt 1 

~ o r ~ on: ~ ~ 'l'T ~  

~1Z i ~~ 1  I ~ ro  

~i 1  1 I ~~~ 1

I ~ ~ 1 ~ 1 ~ 1  

MiR ~  it 'f![ ~~ ~ '1ft ~ ~ 
~ i  1 filf1{tA' lI'm "'1l'1vr.r "'1 ;;r) fuilt 
~ ~ ~~ ~ fit; fi!>!! ~ ~ q-nr ~ 
~ ~ 'l;;rWff ~~ ~ >;qit ~ !!T'4 

I~ "" ~ ~ I ~ ;mt lI'R "'If 
"'Il'm", "'lIT ~r lI"IT '" ~ fi!;lft "'1 
~ 1'm<T gqr 1 ~ '!iT y;cvr1lT'f1'ft 
~  !lTa;lI'R ~ ~ ~ fit; '1'lI' « ~ii  

~ I rn ~ 'R1 ~ 'lf1'T f1;nrr fflI' it 
~1  ~ it 1Z'fi' 'It ""'IT t",rf 1 1''I''Pr 
i 'Pf '1ft ""1 ~  f'l'mTit ~ fi:!1:( fJrit 
mr 'T1t 1 "'" l§I'JI if; Ii~ IH flf'lT 
q-n: m'IT '1ft Pf;rT 1 ~ It 1'<1''fT ~ 
.. ~~~ ~ ri ri 

~ 't :JT"'t'l'firlf) f'3r;A; fit; <mr ~ !I'I' 
!!..mr ~ "'" q7 ~ m 'T1t 1 ~ ""' 
'iii' ~i  ".) ~ I ~ ~ tr ""' 'iii' 
iiii ~ I ~ r r r ""' 
'iii' ~ii  ; 'I'i 'I'i m fJr* fit; 'l'T'" 
~ ,!Jfr qft ~ "'" on: ~ri  'I(r Wt 
i 1~~~ i ~i ~ 

Iirnm: ~  w ~ Rlflor ~1 it "fit 1 
1 4 Ii~ 11"1' ~i q'nT'fTtii i; ~ 

~~~~~~ I II ~ ? 

I ~ q'ffi' l'TIfTit ~ i 1  ~ ~  '{1fOt, 

rt 1 ~ ~  ~ m'Ii 'fnr ~ '1m' 

lITo!' ~ m.r.r ifvr 'ItI' rt ~  ~ (torr 

~ - 4 ~~ i1  

~ -  I~ i ~ i ~ 

IR ~ '1'lIT fi!;m '1'lIT W. ~ IR foIIq 

IIrrP 
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~  ~  ~  

~  IR! lllt w ~ it m>R ~ Ii  

~ "IT ",f,t .w.r it ~ f-.;rn ~ it 
~ Ii r li'f1n 5 1 'Ii"m(t ~i o;ffiJ;!; RIfT 

'l'lfT iT 1f) ~ 'f.'t ..r;,rrn: g't<1T ~ 

'31f ~ 'f.'t Wn: ~  it c.t ~ ~ I 
~ 1 ~~ ~  51 Ii~  
~ !T'! t f-.;rn !T'! ?i ~ 'nT "1i:T 
~  '31f !T'! 'f.'t ~ <l1'1Il' 'l1T r'lOlfT, 
'IOi' "') ~ i  <I1'1Il' ~ f.rnr, <Ill' Wn: 
it ~ sm ~ I  'ltT I f<l<l' 'Rft 
'39!T ~ ~ ll1l' ~ f'li' ~r lj;tq'-
f'fq't it 5 1 i~r ~ lIfff!!; <'ll'! ~ 1;'q' 

it 'tTl §1IT ~ I ~ii  ~ ~ ~i VTT1T<r 

'T<T lllt ll1l' '1m '!i'U'IT 'TT r", <Ill: 5 1 Ii~  

l/rlfT it ~ ~  ;;nit, ~  ~  it 
'IT"! fi'l'IT ;;nit, 'l'fif'li'::;r;:t 'iT,1f,T, 1f,T 
5 1 Ii~r mm ll:Im, '31f ~ '31flj;1 
~ rn 1f,T ~ g'\ rr~1  I 

~~~ 1 s  

~ 1fT ~ ~ 1!I1T'1: sm ~  a) flj;<f'fT 

~i ~ ~ I 

It 'l1T ;;r['f1fT ~ fire' 'Rft m ~r 
'1l'l1lT ",'; ~ ~ ~ 1fT 'liT, ~  I~ 
~~ 'ltT '!'f ~ ~ I M''IO'f WR 
m-r.r'11'T ~ ~  om: 'Ii'< ,iI' 
i'f\iil 

i~~ ~  r i~~ 

~I 

~ ~  ~ : r.r'ff '1"01'1' '39!T 
~ ~ ~ m it ~i~ ~ I ~ 'I'iT'J.'! 
~ iATlfT, r.m'f.'t I . ~ fi'ltt ~ 

~ m ~ I '31f 'ffiT '1r ~ it '!i'N.'T 
'1lff qID ll:) 1~ tfi f'li' ~ ...... f'TT 'f "'1' 
;;nit I ~ r.r~ lRfT ~ lTlWf ~  ~ 

"'FJ:'f '1m ~1 'TIfT t ~ it ~ 
~ron i~~ Ii ~ 

~ a) ~ ron rn~  ~ 'lIfT 'R 

lI'ftr;m'T 1f.T lI'i\1r '11' ~ ~ 1fT ~ ? 

i'tt 'Kf-IffiTT ~  ~ o r ~ 

i i ~ . i  ~ ~ q ~ 
i I -~- i e  ii; iTT't it ~ 
~ it ~ ~~  'TT f'" :oif.t 'lim' mfn-
f"l'Ti ~i  q l''Ii'T< fi!;>;rr ~  ~ f'" 3f) ~ 
~ ~  ~ 'IT"! fi'l'IT ;;nit I ~7 I  

~ i ~ ~~ ~1 

,,'iT f.r<:r it 'Ill: Olffi'IfT "" >::1' 'l''t ~ 
r", 1!I1T'1: t:o;'!' ~ ~ if)j ~  ~ 

it ~~ ~  ~ ~ ~r 'iT'iT ~  it ~  

'P:q"fT ~ i"TT ~ roi i ~1  2 5 0 'f,q'ij-

o~ ~  Wf.'1ft ~ ~  o~ fi:r1: ~ q 
~1~  "'1' ~ ~  <$rT I ,.'iT1f.T 
qf''''TTlf 'lIfT ~ I  ? ,.'iT If"oto'R ~  ~ 

1fT 'iT) 'f,qif 1f.T 1!TlfT "(ft''t .w.r ,!'!T'!ir "'f t 
~ qrifit ? ~ .  m"I it ~ rro ~ 

m:'!' ~ ~  ~ 0  300 'f,:tit ,13f 

~ ~ q i:t i:tm, "fR 1f.T ~  rn' 
~1  ~ it lTTf<f;;r;; ~ ~ """"1' 
~  ~ '1m l!:) ;;nit, ~ ~ it 
1TlfT it 'lTOT ~ ~  <IT"fT ~ I 

l'f 'iT'iT omfi if.T <'R'!i ~ 1f.T ElfT'f 

f,",Tff ~ It ~ 'fTl!:1rT ~ ~ 'lIfT '!l!: 
lIT<11'!'!i' ~r ~  'TIfT ~ ~ ~ "IT 

~rni ~-~ 

1956 it 'Ii'T'J,'f '1m ~ "fh: 1958. 
1959,1960, 1962, 1 4~~ 

1965 it '3'iT it ~~ ~-1 i  

it ~ I'A<fl ;;rrq' I ir ~ ~ ,,'iT 
~ ~ "Ill; fif. 'P'T'f"'r.r 'f.'t ~ >mr 
~ \'ITlfT ;;nit, " 'iTl!:r 1i'T q ~ 'fit, ~ 
ij; ~ it '!i'T'iT 'fit I i=rfit;;r ~  ~~  

ij; i!Tq>:: ~ WRr ~ ~ ~  ~ 

~ i ~ ~ ~ ~ ~ '1fT if 

'iTif ~ '1m m ij; iTT>:: WRT "''Til: ~ 
~~r~1 

~ II  ~ : IImfq ~ 
~ rn '!i'T lTlWf 'fit , 
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-f\ ~ ~ : ro~ ~~  

~ '1fT ~r  'f<'ffiT ~ , ~ oft 'lfl-.:rn;r 

'fllf ~~ ~ ifr.re-~. ~ ~  

mIT'<\' rn if; ft;ro; ~ ~ 'flIT q't-.: 'f 
~  ~i  ;r;;nl 1ft , 'f'IT ~~ ft;ro; "'" ~ 
fl1<'f I ~ ~ 7' J;!TT"{ ~ ~~. "') ~ 

~~ i  if;f;;rq;fflffi ~ ~  

~ '1fT ~~  ~I ~ ~~ q)1: WI, 
o r ~I~I~1 I~~~ 

~ i ~  ~~~ ~i  

~~ m ;rniq ~1 , liT{ ;nT II ~ ~o 

Mr. Deputy-Speaker: He spoke on 
particular clauses. You are speaking 
on general things. 

-f\ ~  ~~ : ~ f'w!;wr it 
film ~ 'fflT'i ~1 ~  ~r.  ~  

~~ I I1 1  ~r ~ , .~ if ~ arm ~ 

~ ~  ~~ ~ 
fm;vr;r 1{ 'Il'ITffl: ~ ~~~ ~ ~ 
~~  

Mr. Deputy-Speaker: We are 
cussing the Bill as reported by 
Select Committee. You have 
spoken on any clause. 

dis-
the 
not 

Sbri Sinbasan Sln&"h: This is the 
general debate on the Bill. We are 
not now discussing the clauses. We 

arc discussing the Report of the Select 
Commi Uee. Here, we can discuss all 
the aspects of the company affairs. 
'We can point out that still there arc 
lacunae in this amending Bill lind 
that the amending Bill requires fur-
ther consideration by the Government. 

Mr. Depnty-Speaker: This is re-
levant only at the first consideration 

stage. We arc now at the second 
stage. 

~ ~ ~ : o;rT<! it il<:T 111'1-
~ r ii i ~ tt 

~ I~i ~ ~ I -

Bill 

~ 'I't ~ ~ 1:lfTlii!: '1fT o'or ~  
J ~ ~-.  ~ ,,''if ~I ,I'fTlt 'I-I ~i  

it ~ ~ . ~ !tm ~I n a ~ f..-.c liT 
1fim<r ~ .. ~ ,"fTlIT omrr ~ , o;rT<! f'Pft 
'lfT;;.r')7.r ~  ~r 'fT'lf '! ~ .  ~  i'tf'l><r 

~ ~  ~ ~rn-  ~ . ~ if ~rn-  tt 
~r ~. ~  ~ ~I ?' " 

1I~  q)1: t:t"lTa:i" ~ ilTrt it m ~  

I ~  11fT , "" if 11 ~ In~ I  "'T 'f1IT 
~ ~ r ~  qq-;rT ~ ~ 

,![<'f.fr ~I lim rrofi!: ~ !f1-.: r:m ~ 
~I ~  rrofi!: "''Ii' ''fliT r~-.  'If<lf;H if;T 
l1r'l!.>:T ~ ~ ~ ~ , i~ ~ lfl-
fIR'f ~  ff>:'Ij ~ I  ~ q)1: ~. f'li' ~ 

,,'1' if f""-"T - ~  ""-T n~  ~ I 

1~  ff'li' ~I ~ ~ 1f"f'!7 ~ 

~ r ~rii  ~ 11 i  ~ 

If"'mwf - ~~~r~ ~..r ~  fnri-

1t"i!: ~ q-"{ ~  ~  ~ q)1: ~  ~ 

fT!r1iiR' ~ q-"{ .~ i!r<rT! I ~ir 
mfmi it 'ITi'!,'If ~  ~ ~  fl"ITt-
iR' ~ ~ ~ qh;ii,.,.-r .~  

1f) " ... PT h" frniiR' 'liW ~ m>: ... 
~ ~ f:nliiR' >r.mT! ? o~ . .-r 

~ ~ f,.,.-~ . r f"q-fii;.i!: ITmW'f 
!f;'If ~ 1  ~  or.+<!'ft ~ 7,>: ~ 
!f;'If lfmll'T ~~ '1ft ~rr rn 'P:it 
~ '1If111: ~1 I  fnriiR' lfrrrn>f 

~ ~ i!:'f ~  ~ • ..rr ,..lR ~ 
~~ ~ q-"{ ~r ~ ~Ir  

q)1: 0'''''''-1 ~ f'IiTI>: 'lfT'f'fT 'lTfifC':. i'tf'l><r 
~~ rr- ~I~~~ (if; Ifill; 

If"T'f ~ I ~-  ~ 'Ifif ~i  n;lfo 
~ q-"{ 1 ~ ~  I ~ r''ff'l' 
'1"'1 ~ i  'Ilf '('Ii ~ i  ~. . 'lit 

I r~ I 

W<f if It ~ 'flWfT ~ Ii!; >r.m" 

~ r '"' ~ ~ ~ m it 'f':'rn 
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r .. r ~~ I r  ~  

~. rr 'f>i, ~ ~ ~I  ~ In>:T ~ ~r 

~ ~r  ~  1m ~r ~ rr  

;:r'll'r ~ ~ ~ i  1~r ~iiii r~  "",\ 

~ m ;rr'f ;f; ~ """ ;;TT'fiT q-), i!lf 
I ~ ~ "', qr.r-iT I 

~ o o rQ i i ~ ~~ ~  

~ ~ e  ~ ~I  ~~1  ~r ~r 

f>:'lTi -r~ it ~ >i' Iflt q-rnT ~ i 1 

WI f'" r~ ~ If Iflt i 1 r~ If oll![ gq-, 
.~ ~ If i~ ~ ~  ~~ ~r  

~  ~ I 'lI'lti;:r", ~~ i ~~ ~ 

·flff'fW: ~ 'f'T ;:rT"'ffi ~  :o'f1li1 ;:r)-q.' 

i ~i ~ o ~ 'H"r ~  ~ ~i~ ;;['1 

.~ m'll'T>: ~r.n~  "'T'IiT ~~~ 
~ ",r i . ~ ,.;r ~ ~i1  ~ 1 OIl ~ 

i ~r ~ ""if ~r ~  '1ft ~ ~ 
fi!\' ~~ i  ~ "'Tlf ifltif1: ltT q-h;;[) 

~~ ltTifr ~ If if.lf ~  I ~ I  tt itlfT 
If ~~  ""ifT ~ f<f;. . . . . 

Mr. Depaty-Speaker: He may con-
:-tinue on the next day. We have to take 
.up non-official business now. 

-COMMITTEE ON PRIVATE MEM-
.BERS· BILLS AND RESOLUTIONS 

S,XTY-SEVENTH REPORT 

Shrl Shree Narayan Das (Darbha-
'Ilga): I beg to move: 

"That this House agrees with the 
Sixty-seventh Report of the Com-
mittee on Private Members' Bills 
and Resolutions presented i.o the 
House on the 17th August. 1965." 

Mr. Deputy-Speaker: Tho question 

"That this House agrees with the 
Sixty-seventh Report at the Com· 

mittee on Private Members' Bills 
and Resolutions presented to the 
House on the 17th August, 1965." 

The motion was adopted. 

1430. hrs. 

CODE OF CRIMINAL PROCEDURF 
(AMENDMENT) BILL· 

(Amendment of section 127. 128 and 
129) 

Shrl Vishwa Natb Paadey (Salem-
pur): I beg to mOVe for leave to 
introduce a Bill further to amend the 
Code of Criminal Procedure, 1898. 

is: 
Mr. Deputy-Speaker: The question 

"That leave be granted to intro-
duce a Bill further to amend the 
Code of Criminal Procedure, 1898." 

The motion was adopted. 

Sbrl Visbwa Natb Pandey: I in· 
traduce the Bill. 

14'30! hr •. 

CONSTITUTION (AMENDMENT) 
BILL· 

(Amendment of article 134) 

Shrl Vishwa Nath Pandey: I beg to 
move for leaVe to introdUce a Bill fur· 
ther to amend the Constitution of 
India. 

is: 
Mr. Deputy-Speaker: The question 

"That leave be granted to intro-
duce a Bill further to amend the 
Constitution of India." 

The motion was adopted. 

Sbri Visbwa Natb PlUldey: I intro-
duce the Bill. 

is ~d in the Gazette of India Extraordinary, Part II Section 2, dated 
19·8-1965. 




